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The year 2016 was an
encouraging year for
the Indian Hospitality
industry, with countrywide performance levels
finally demonstrating very
clear signs of a market
recovery. This was closely
supported by robust office
sector growth- evident in
the strong absorption levels
seen in the last year, a boost
to the industrial sector on
the back of the Make in
India scheme and promising
tourism growth- largely
driven by the growing
domestic market.

The following report
provides a review of the
Indian hospitality industry
performance in 2016
with a focus on the hotel
investment sales market,
the year’s brand signing
trends, a summary of the
key demand sectors fuelling
hotel industry growth
and an insight into the
performance of the key 11
hotel markets in India.

Courtesy: ITC Grand Chola, Chennai
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The Indian
Economy
The Indian economy grew by 7.0% y-o-y
in the quarter ending December 2016,
slightly lower than the 7.4% y-o-y in
the previous quarter. Consumer price
inflation (CPI) for December 2016 stood
at 3.4%, a drop from the 4.2% recorded
in October 2016. The fall in inflation
in the past couple of months, which
is a two-year low, is largely due to the
demonetisation drive carried out in the
country since November 2016. The cash
crunch, along with a drop in demand, led
to the fall in inflation. The wholesale price
inflation (WPI), which had been falling

for three months, increased to 3.4% in
December. This was mainly due to an
increase in the inflation for manufactured
products. Overall, there is an
improvement in the trade balance. Taking
merchandise and services together,
the overall trade deficit for the AprilNovember FY16/17 period is estimated at
USD 28,387.82 million, 41.1% lower than
USD 48,201.09 million during the AprilNovember FY15/16 period.

India GDP

5-year growth
outlook (%)
Period: 2017-21

RBI

7.50

IMF

7.83

EIU

7.65

Source: MOSPI
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Economic growth
of 7% y-o-y in
Q4 2016, is a
bit slower due to
demonetization
drive but FDI flow
in the country is
optimistic due to
relaxed FDI norms
and regained
confidence of
foreign capital

India received total FDI inflows worth USD
29 billion in the first two quarters of the
current financial year (FY16/17), recording
a growth of 30% over the same period
in FY15/16. With the real estate industry
facing a slowdown during the last two
to three years in terms of foreign capital,
the ruling government had, in November
2015, relaxed FDI norms by removing two
major conditions related to the minimum
built-up area as well as the capital
requirement.

Looking ahead, the growth of
some sectors such as IT/ITeS may
be constrained with several key
macroeconomic events in FY16/17 such
as Brexit and the Fed rate hike posing a
risk to growth. However, India’s increased
focus on digitalisation and the “Smart
Cities” and Make in India” initiatives along
with growing focus on tourism with the
implemented E-visa programme can
create opportunities and could help
counter any slowdown globally.

The Reserve Bank of India (RBI) cut the
economic growth forecast for full-year
FY16/17 to 7.1%, from the 7.6% predicted
earlier. This is to account for the shortterm disruption caused to economic
activity by demonetisation. Sectors that
depend mostly on cash will see some
disruption in the short term. Although
increased activity in the rural economy
coupled with pay revisions across public
sector enterprises was expected to have a
favourable impact on consumption, due
to demonetisation, there might be a shortterm dip in demand. With this reduction
in demand, prices could ease, keeping
inflation in control. Economists believe
that the move will not affect the nation’s
credit ratings.

India Fiscal Deficit
(% of GDP)

Source: Government of India
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Occupancy

The Hotel market in India over the past 15 years
has gone through a full economic cycle of strong
growth followed by a severe downturn. Starting
in 2004 till 2008, hotel markets in the country
witnessed strong growth in trading performance,
propelling large scale development of new hotel
rooms in the country, and establishing an overall
bullish approach of investors towards the sector.
This quickly turned with the onset of the Global
Financial Crises in 2008, immediately followed by
concerns emerging from the domestic political
and economic climate of the country. Combined
with the large hotel room supply increase, the
impact on the sector was extremely severe. From
2009 onwards to end of 2014, hotel markets
witnessed a decline in both hotel Occupancy
and ADR (“Average Daily Rate”), despite demand
growing at a rate of 7.8% in the same period.

ADR

There have, however, been signs of a recovery
from 2015 onwards, with demand growing at a
robust pace and supply additions slowing. The
industry is now gradually gaining confidence
to lift ADRs and focus on driving overall RevPAR
growth, with healthy demand levels supporting
growth. In 2016, the top eleven markets in India,
witnessed an occupancy increase of 3.0% points
y-o-y owing to demand growing by 8.5% and
supply by 3.4%. While ADRs increased by 2.6%,
RevPAR grew by 7.6% y-o-y.
The year 2016 has many credits to its
performance. Not only did the top 11 markets
show a substantial increase in RevPAR
performance along with demand resuming
double digit growth, RevPAR and Demand grew
at rates faster than the supply for the first time
since 2008. This change is a significant departure
from the past years where the supply overhang
overshadowed improvements in the market and
the industry is now well positioned to grow.

RevPAR

Note : Key 11 Markets include Ahmedabad, Bengaluru, Chennai, Goa, Gurugram, Hyderabad,
Jaipur, Kolkata, Mumbai, New Delhi, Pune
Source:STR Global

Among the top 11 markets, Mumbai delivered the
highest RevPAR in 2016, while Hyderabad city saw the
maximum growth over the last year
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Hotel Investment
Sales Market

2017 is likely to witness
12-15 more hotel asset
transactions including
portfolios besides the
Sarovar Hotels acquisition
The Indian hotel real estate transaction
market in 2017 started off with a big bang.
After a dismal 2016, the year saw its first
deal close out in January - the acquisition
of a majority stake in India’s foremost
domestic hotel management company,
Sarovar Hotels, by The Louvre Hotel
Group (part of Jin Jiang International
Holdings) – setting the tone for 2017 to
set a new record in India’s fledgling hotel
transactions’ market.
The last significant year for the hotel
transaction market was 2015, during
which the market witnessed over INR
18,429 million worth of trade in existing
and brownfield hotel assets – a 10.2%
increase over the second-highest year
of 2012, which had witnessed nearly INR
16,730 million worth of trade.
By standards set over the last 8 years,
2016 was disappointing recording a
low of INR 7,129 million worth of trade.
Our submission on the value for 2016
excludes the under construction hotel
that was branded, but traded for use
as an office development – hence the
exclusion.

The more significant contribution of
2016, however, was the commencement
of major transactions which are likely
to fructify in 2017. In addition to the
Sarovar acquisition, around 12 to 15 more
hotel asset transactions – either in the
form of portfolios or single assets – are
currently in the works. The current trend
is in line with our belief that the Indian
hospitality market today is a fertile field
for strategic acquisitions by players
keen on establishing a footprint in the
Indian hospitality sector without taking
risks associated with development of
new hotels in the country. Most hotel
transactions today are occurring at
discounts to replacement cost, and
while the buyer/seller price mismatch
continues to be a deterrent, strategic
investors are finding value at the current
levels of discounting which may not last
beyond 12 to 18 months given the current
operating trends on hotel performances
which are finally showing firm evidence
of entering the growth cycle .
Hotel buyers in the market today are
strategic investors who firmly believe

India Hotels
Transaction
Volume
2001-2016

Source: JLL Hotels
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in and understand the hotel segment’s
economic cycle. As in all business cycles,
the hotels economic cycle has started to
trend upward after a long and frustrating
slowdown. Performance metrics like
ADR and Occupancy have resumed
reasonable growth for most hotel markets
in India and with new hotel supply in
the country anticipated to slow to 3-4%
(y-o-y) over the next 2-3 years – from a
high of 6-8% over the past five years, the
opportunity to invest in the sector is ripe.
As of date, nearly 70 to 80 hotel assets
across India are available for transaction
and while several of these may not have
the requisite attributes on account of
location and/or product deficiencies,
we feel that many are likely to find
buyers soon as activity in this space
gradually builds up and loan defaults
reach unmanageable stress levels
for the owners. Clearly, in investment
round 2.0 for the Hospitality industry,
there is significantly reduced interest in
greenfield developments given the risks
attached and the very long gestation
period till the time a hotel gets built,
starts operating and stabilises which can

often be between 6 to 8 years. Investors
are therefore looking at opportunities to
acquire suitable operating assets in key
markets at discounted prices and hope
to drive adequate returns on investment
as the industry goes through its
performance upcycle and the economy
gains the momentum that the world is
expecting it to.
While financial investors are currently
missing from the hospitality and
M&A transaction space on account
of hotels being valued at very high
EBITDA multiples due to the depressed
performance of hotels over the last 5-6
years, we feel that they will re-enter
the market shortly as hotel operating
performances keep improving. Given the
poor performance of hotels across the
country over the last many years and
given the cost of development we have
very peculiar situations where a hotel
could be sold at over 30 times its current
EBIDTA and still be 30% to 40% below
its replacement cost! This is the kind of
market which works best for strategic

investors who are looking to grow their
footprint across all key markets and are
confident of being able to see much better
performances for these assets both through
the upward cycle now visible and through
their own asset management abilities. What
however continues to be a hurdle for the
‘Big Boys’ from the Financial investors world
to make any significant deal is the lack of
opportunity to acquire a large or significant
hotel portfolio in India given the rather
small base of hotel room and hotels in the
organised sector.

Courtesy: ITC Grand Bharat, Gurgaon
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PRIVATE EQUITY INVESTORS
NYLIM Jacob Ballas
Apollo Global Management
Blackstone

(2005-2016)

Key Private Equity Investors

Xander
IDFC Private Equity
Reliance
Whitehall - Goldman Sachs Fund
Tata Capital
Temasek Holdings
IL&FS
Morgan Stanley
Pacifica Partners
Yatra Capital
Clearwater Capital

PORTFOLIO/HOTELS
Adlabs Imagica
Urbanedge Hotels
Blackstone JV w/Embassy Group for
Four Seasons Bengaluru
Boutique Hotels, Sinclairs, Panschil Group
Chalet Hotels
East India Hotels
Four Seasons Benglauru
Ginger Hotels
Keys Hotel
Hyatt Regency Mumbai, J.W Marriott Hotels
IHHR Hotels
Interglobe Hotels
Jalan Hotels - Taj Gateway Kolkata,
Alliance Hospitality Service
Kamat Hotels India

Berggruen Holdings

Keys Portfolio

Dubai Ventures

Bharat Hotels

APG

Lemon Tree Hotels

Warburg Pincus

Lemon Tree Hotels

Kotak India Real Estate

Lemon Tree Hotels

Shinshei Bank

Lemon Tree Hotels

SBI Capital

Mayfair Hotels

IHC

Duet India Hotels

Forum Partners

Duet India Hotels

Credit Suisse
Westbridge (Sequoia)

Park Hotels
Royal Orchid Hotels

Equity International

SAMHI

GTI Capital Group

SAMHI

IFC

SAMHI

Goldman Sachs

SAMHI, Vatika Hotels, Duet India Hotels

New Vernon

Sarovar Hotels

Bessemer Ventures

Sarovar Hotels

Trinity Capital PLC
Bay Capital Partners
Dawnay Day

SPV with DB Hospitality
Sterling Resorts
Ten Hotels

JP Morgan

Viceroy, Trident Hyderabad

Sun Apollo

Westin Kolkata, Novotel Ahmedabad
Source: JLL Hotels
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2016
Brand Signings
JLL tracks hotel brand signings, which are
a strong indication of the confidence of
hotel investors and reflect the changing
market trends with the increased
relevance of international hotel brands in
to the Indian market. Hotel brands over
the last decade and a half proliferated
on the principle that the hotel sector
is more a services based industry than a
realty industry. They’ve over this period
organised the sector and are steadily
becoming the bedrock of the hospitality
industry in the country. Owners of hotels
have also come to realise this difference.
In the age of intense competition
brought on in part by the advent of
digitisation, the need to differentiate a
hotel in a location has become ever more
important. And rightfully so, hotel brands
constitute over 80% of the organised
hotel market in the country, with the
remaining consisting of independent
hotels.

Early signs of revival in hotel market
performances over the past 2 years
has brought with it renewed interest of
investors. There is an emerging consensus
among the industry pundits that the hotel
markets are now poised to witness a
protracted bull run. As a result in 2016, the
number of new signings by hotel brands
in the form of management, lease and
franchise was 170 amounting to 16,612

rooms. Bulk of the hotel conversion deals
involved movement of unbranded hotels
to adopting the brand and management
of a popular hotel brand. The intent in
part being to distinguish themselves
from the immediate competitive set, but
also in part benefit from the marketing,
distribution and technical supports of
such hotel brands.

Hotel Signings

By No. of Keys

By No. of Hotels

Source: JLL Hotels
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In the first half of the last decade, the
established domestic hotel brands of
the country were overwhelmed by the
proliferation of international hotel brands
in the country. The international hotel
brands were quick to realise the gap in
the industry and proved nimble footed
in building their dominant presence,
effectively overtaking domestic hotel
brands in their own backyard. The
combined entity of Marriott and Starwood
today is the largest hotel company not
only globally but also in the country.
While domestic hotel brands have
made headway over the recent past,
international hotel brands have continued

to maintain their strong position. On
the total number of signings in 2016, the
difference between the international and
domestic brands is minimal albeit the
average size of inventory for international
hotels is 130 rooms, and for domestic
brands is 60 rooms. This being the key
difference, international hotel brands
are proving to sign larger hotel deals
y-o-y. While, brands prefer larger room
inventories as means to drive higher
profitability, the portion of new signings in
2016 by domestic brands indicates a gap
in the market that continues to remain
unfulfilled by the international peers.

JLL tracked 170 new hotels signed in 2016
amounting to over 16,000 keys, with 54%
signed by international operators and 46%
by domestic operators.”
Market Share of International & Domestic Brand Signings

By No. of Keys

By No. of Hotels

Source: JLL Hotels
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Management agreements continued to form the bulk of the hotel signings in 2016, with remaining equally distributed between
the franchising and leasing models of operating hotels. Not surprisingly, the management agreement model continues to remain
the preferred growth format for hotel brand companies, as it allows them to manage not only their brand, but also de-risk from the
underlying real estate. We anticipate the management agreement model to remain the preferred form, and even look to occupy a
larger share of the hotel signings in the short to medium term as hotel markets resume strong growth momentum.

Contract Preference

Activity Levels by City Tiers

By No. of Keys

By No. of Keys

By No. of Hotels

By No. of Hotels

Source: JLL Hotels

With supply slowing down to about 3.5% as against 7-8% in the last five years, hotel
operation will find it difficult to keep pace with signing new built hotels and we are likely
to see an increase in conversion and ‘re-branding’ of hotels over the next few years
12
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In the last economic down cycle, major commercial hotel markets of the country faced the brunt of large supply
increases and modest demand growth. Over the last few years, the signings of new hotels in commercial tier 3
cities has grown, accounting for the largest share in 2016.

Destination Profile
By No. of Keys

By No. of Hotels

Commercial locations
continued to see more
traction than leisure
locations, while tier
III cities witnessed the
maximum share of hotel
signings

The year of 2017 is expected to be a year full of
contradictions, as industry stakeholders wait
to understand the industry’s ability to absorb
the shocks of the recent demonetisation
event. Countering the effects of demonization,
the organised hotel sector continues to rave
about the improving hotel performances in
months succeeding demonization; continued
interest by existing independent hotels to
convert to or align with an existing hotel brand;
and improvement in policy reforms of the
government.

Source: JLL Hotels
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Hotel Demand

Hotel demand is intrinsically
tied to macroeconomic policy,
economic development,
industry components,
transportation infrastructure,
development of commercial
real estate (particularly office
space and industrial parks)
and tourism. The following
section provides an overview
of the performance of these
key hotel demand drivers
over the last year.

14
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Office Sector
In India, corporate demand is the key
driver for the hotel market, with changes
in it directly influencing hotel demand.
Companies located in the Grade A office
buildings typically have higher business
travel and conference budgets, which
branded hotels are keen to target.
Therefore, supply and vacancy rates
of Grade A office buildings are good
indicators of current and future corporate
demand in a city.
2016 recorded a healthy absorption of
33.4 million sqft of office space against
a supply of 34.9 million sqft across
India’s top seven metropolitan cities –
New Delhi NCR, Mumbai, Bengaluru,
Chennai, Hyderabad, Kolkata and Pune.
Hyderabad was the leader in 2016, taking
the year end absorption number for the
city to 6.2 million sqft, higher than the
of Mumbai and NCR. The minimal gap

between new supply and absorption
along with decline in supply witnessed
in the last few quarters has caused the
vacancy rate to reduce in 4Q16 to 15%.
Going forward in 2017-18, the absorption
is forecast to be steady.

Q4 2016 witnessed 7.1 million sqft of
absorption against 6.8 million sqft of new
completions. The absorption levels were
most prominent in cities of Bengaluru,
Hyderabad, Mumbai and NCR.
The Indian office market will continue
to attract multinationals to the sector
with the availability of quality assets
at competitive rentals. Although the
availability of the right space at right
location remains a challenge for many
occupiers, about 40 million sqft of new
space is expected to be added each year
from 2017-19.

Based on 2016 performance, it is
expected that tier II – Hyderabad, Kolkata
and Pune cities will now drive the office
demand to a greater degree due to
better infrastructure and quality spaces
offered at competitive rentals. Better
infrastructure, affordable rentals, good
quality and large floor plates have been
the attractive factors for many IT and
consulting occupiers to have their base in
tier II cities, particularly, Hyderabad and
Pune.

Hyderabad witnessed strong
absorption of 6.2 million sqft
in 2016, higher than Mumbai
and the Delhi NCR regionone of the key drivers for the
impressive RevPAR growth in
the city

Steady absorption projected for the forecast period of 2017- 2019

Note:Figures cover India’s seven metropolitan cities-NCR-Delhi, Mumbai, Bengaluru, Chennai, Hyderabad, Kolkata and Pune
Source: Real Estate Intelligence Service (JLL), 4Q16
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Highest future office supply
is expected to come up
in the Delhi NCR region,
followed by Mumbai and
Hyderabad

The supply scarcity is likely to be acute for
Chennai and Pune during 2017 and 2018
as against the net absorption predicted
in the same period. Rents are anticipated
to rise faster in low vacancy markets of
Pune, Bengaluru and Hyderabad in a
range of 6-8% y-o-y, while select other
sub-markets such as Suburbs of Mumbai,
NH8 of NCR and SBDs of Chennai will also
fall into this category. Healthy demand
along with the competitive base rentals

for most of these markets are the key
reason for the rental appreciation.
In line with the corporate sector
growth, the MICE (Meetings, incentives,
conferences, and exhibitions) sector has
seen tremendous growth with a boost in
destination events, government meetings
and meetings and conventions.

City

IT

IT SEZ

Non IT

TOTAL

Bangalore

6.5

7.8

4.4

18.7

Chennai

0.0

3.5

0.0

3.5

Hyderabad

4.3

10.9

3.6

18.8

Kolkata

3.4

2.1

1.1

6.6

Mumbai

8.1

4.1

10.7

22.8

NCR-Delhi

12.1

7.6

16.4

36.1

Pune

2.0

5.7

3.8

11.5

TOTAL

36.5

41.6

39.9

118.0

Future supply
of IT, IT SEZ
and NonIT projects
(2017-2019)

Future supply of IT, IT SEZand Non-IT projects (2017-2019)

Source: JLL REIS
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India currently stands on a path of a
phenomenal growth trajectory with its
economy well poised to become one of
the leading economies of the world. In
order to achieve this feat, the country
is strengthening its industrial sector by
taking measures for the growth of the
manufacturing and logistics sector.
The ‘Make in India’ initiative is set to
open up the manufacturing market for
FDI, ‘Skill India’ initiatives aim to align
the workforce to the future need of the
industry and GST is expected to bringin a major change in the economic,
manufacturing and logistics development
of the country. The manufacturing
and logistics asset classes in India are
definitely taking a northward turn and
gradually becoming competitive globally.
The warehouse logistics sector has
grown at a CAGR of 19% (2014 -16) and
the warehousing stock has reached 112
million sq. ft. in 2016 for grade A & B for 8
major cities in India.
All these development initiatives are
creating a favorable environment
for development, which is attracting
private equity investors and overseas
developers who are already looking at
opportunities to enter India’s industrial
and warehousing sector.

•

Development of Smart Cities by ZTE
Corporation

•

Neemrana Japanese Investment
Zone

•

Mandal Becharaji, Japanese
Investment Zone

•

SUPA, Japanese Investment Zone

•

Chinese industrial Zone in Vadodara,
Gujarat

The presence of these industrial and
logistics parks continue to create
demand for hotels both during the set-up
and project related phases and once
operational. With the growing interest
in this sector, hotel development is
expected to gradually expand to key
industrial cities and economic zones.

Warehousing Stock, 2016
Cities

Supply (Million sq ft)

Ahmedabad

3.8

Bangalore

17.5

Chennai

10.4

Hyderabad

8.6

Kolkata

9.1

Mumbai

20.5

NCR Delhi

29.3

Pune

12.8

Total

112

Source: JLL Industrial Real Estate Services

Instances of such investment intentions;
•

‘Wanda Industrial New City’; Dalian
Wanda Group

•

Industrial Parks by China Fortune
Land Development Company Private
(CFLD)
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Note: City wise warehouse (WH) stock of 2016
consists of Grade-A and Grade-B. It does not take
into consideration Grade-C, the stock owned by
government, ICD, FTWZ and captive warehousing stock
by manufacturing companies that are within or beyond
their premises. The total warehouse stock constitutes
the data for 8 focus cities - Ahmedabad, Chennai,
Bangalore, Delhi NCR, Hyderabad, Kolkata, Pune &
Mumbai.

Manufacturing
and Logistics
sector are
growing fast,
fueled by major
government
initiatives such
as ‘Make in
India’ and ‘Skill
India’ which
have revived
industrial
growth across
the country
17

Tourism Sector
India welcomed a total of 8.89 million
international visitors last year, up 10.7%
compared to 2015. And visitor spending
accelerated even faster, reaching a total
of INR1.56 trillion (US$23.1 billion), up
15.1% y-o-y. Bangladesh, the US and UK
were India’s three largest international
source markets in 2016. In December
2016 alone, India handled international
visitors (1,037,000), up 13.7% compared
to the same month last year, while visitor
spending increased 18.7% to INR168.1bn.
The number of e-tourist visas issued
reached 1.08m in 2016, accounting for
approximately 12% of total arrivals.
The E-visa scheme continues to evolve
with the government announcing
additional enhancements and an
increase to 161 countries that can avail
the scheme. An ‘e-business visa’ will be
issued for enhancing business activities
in India and an ‘e-medical visa’ will be
issued for medical treatment. There has
also been an extension in the window
for travel post issue of an e-visa and the
duration of stay in India has also been
increased from 30 days to 60 days, while
the facility has been extended to include
arrivals at sea-ports including cruise ship
passengers.

Tourism in India has significant potential
considering the rich cultural and historical
heritage, variety in ecology, terrains and
places of natural beauty spread across
the country. Tourism is also a potentially
large employment generator besides
being a significant source of foreign
exchange for the country. India is also
gradually becoming a destination of
choice for medical tourism, with the
availability of high quality healthcare.
As per WTTC, India ranked 12th among
184 countries in terms of travel and
tourism’s total contribution to GDP in
2016 and the sector’s direct contribution
to GDP is expected to grow by 7.9 per cent
per annum during 2016–26. The travel
and tourism sector in India is estimated
to account for 9 per cent of the total
employment opportunities generated in
the country in 2016, providing 38.4 million
jobs. The number is expected to rise by
2.0 per cent per annum to 46.42 million
jobs by 2026.
The largest tourism driver continues to
be domestic tourism, with India’s rising
middle class and increasing disposable
incomes contributing to growth in
domestic and outbound tourism.
ASSOCHAM puts the number of total

domestic tourists in India during 2015 at
143 crore.
Key areas requiring critical attention
include improving infrastructure and
connectivity, the high taxes on the sector,
tourist safety and additional focus
on marketing efforts. India’s tourism
potential still remains largely untapped
and there is a lot to be done to truly tap
into the growing pool of international
travellers. The government’s recent
proposal to establish five special tourism
zones and focus on infrastructure
development along with the launch of
the second worldwide Incredible India
campaign will help improve international
and domestic tourism.
Amongst the most pressing demand
of the hospitality sector is the grant of
infrastructure status to the sector for
the purpose of lending by financial
institutions which would provide a big
boost towards the development of
hotels through affordable cost of capital
& enhanced return on investment.
Currently, this is available for projects
exceeding INR 200 crores (without land)
and is hence restricted only to luxury
hotel developments.

Arrivals by Top Ten Source Markets 2016
Foreign Tourist Arrivals in million

Source-Ministry of Tourism, GOI
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City
Performance Trends
India Hospitality Industry Review | 2016

Courtesy: Proposed ITC Kohinoor Hyderabad

The following section provides an
overview of the key performance
trends across the top 11 cities
in India, and an understanding
of the current market dynamics
in each city, and an indication
of future supply trends. In JLL’s
recently published City Momentum
Index – 2017 (CMI), 6 Indian
commercial destinations secured
positions among the top-30 cities
and 2 in top-10 cities globally.
Bangalore secured pole position,
beating Silicon Valley, Shanghai,
and London. Technology and
innovation underpin the positions
of many top cities in this year’s
CMI. Apart from Bangalore, in
chronological order, Hyderabad,
Pune, Chennai, Delhi and Mumbai
were ranked in the top-30 list.
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Delhi
The Delhi hospitality market has
remained resilient, despite the largest
supply increase that the city has seen in
the recent past - in the form of the Delhi
Aerocity hospitality district. While ADR
levels have seen some softening due to a
large volume of supply in the Midscale to
Upper Upscale segments, demand levels
have remained strong.
In 2016, Delhi witnessed continued
growth in demand– largely driven by
growing MICE and corporate demand, in
addition to improved spending capacity
and the increased presence of low-cost
air carriers. The newly developed Delhi
Aerocity hospitality district with over
3,200 hotel rooms, extensive banqueting
space and the presence of significant
Grade A office space, has seen promising
demand levels.
While the suburbs of Gurgaon and
Noida have taken the lead from the city
in terms of development, the city itself
remains a highly-preferred location
for certain sectors such as Banking
Financial Services and Insurance (BFSI)
and companies looking to establish
their headquarters/regional/liaison
offices within the main city. With renewed
business confidence supporting future
corporate growth, Delhi holds it’s
importance as the political and economic
centre of the country.

With hotel supply slowing and growing
demand, Delhi continues to present
investors with a strategic entry into the
gateway of the country.

2016 Key Trading Statistics
OCCUPANCY

ADR

RevPAR

67.2%

6,308

4,239

(+1.5%p)

(-0.0%)

(+2.3%)
Source: STR Global

Courtesy: Hyatt Andaz

EXISTING SUPPLY

PROPOSED SUPPLY

Rooms

Keys

16,440

2017 Forecast

540

OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
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Increase

Moderate
Increase

Stable

Moderate
Fall

Fall
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Gurgaon
In 2016, the Gurgaon marketwide
occupancy grew by 5.0% points y-o-y,
while ADR growth was more moderate.
Due to strong growth in occupancy,
RevPAR grew by 9.1% y-o-y.

Gurgaon has held strong despite the large
volume of hotel supply additions in the
Delhi Aerocity hospitality district, firmly
establishing itself as a largely independent
micro market within the Delhi NCR region.
Gurgaon continues to witness a major
growth in demand propelled by the
office sector-which accounts for a total
of 56.44 million sqft. City demand
continues to grow, fuelled by the growing
Telecommunications, Information
Technology (IT) and Banking Financial
Services and Insurance (BFSI) sectors as
well as an established manufacturing base

2016 Key Trading Statistics
OCCUPANCY

65.3%

for the automotive and textile sectors.
The city continued to see growth in the
Food and Beverage segment, with a
growing residential sector. Simultaneously
the city witnessed growing demand
from the MICE segment, despite strong
competition from the DIAL Aerocity
hospitality district.

(+5.0%p)
ADR

6,410

With central Gurgaon having grown
rapidly, future hotel development in
Gurgaon will now be concentrated
towards the Golf Course extension stretch
and in the ‘New Gurgaon’ region- further
along the NH-8 stretch.

(+0.8%)
RevPAR

4,186

With a strong outlook for the office sector
and moderate hotel supply additions
expected in Gurgaon, the market is poised
to grow at healthy levels.

(+9.1%)
Source: STR Global

EXISTING SUPPLY

5,760
Rooms

PROPOSED SUPPLY

1,540
Keys

2017 Forecast
OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
Stable
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Courtesy: ITC Grand Bharat, Gurgaon
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2016 Key Trading Statistics
OCCUPANCY

73.8%
(+0.3%p)
ADR

Courtesy: Taj Santacruz, Mumbai

Mumbai

7,707
(+5.2%)
RevPAR

Mumbai has been one of the strongest
hospitality markets in the country, with a
consistent average city-wide occupancy
of over 70% during the last three year
period. 2016 saw occupancy levels grow
slightly, while the ADR saw a healthy 5.2%
growth, driven by a healthy balance of
commercial, MICE and leisure growth.

5,685
(+5.6%)
Source: STR Global

Mumbai’s office market, driven largely by
the BFSI sector, saw continued growth
with established businesses expanding
and new foreign corporates entering the
market.

EXISTING SUPPLY

13,700
Rooms

PROPOSED SUPPLY

With robust demand growth and
gradually paced supply additions in the
near term, the Mumbai hospitality market
demand is expected to outgrow supply in
the short to medium term.

While the Mumbai market will see healthy
supply additions, supply is spread across
various micro markets and will enter the
market at a steady pace. While scarce
land availability and high land costs
have limited extensive new supply, the
next concentration of development is
likely to be in the MIAL Airport district,
with land being allotted for a dedicated
hotel district. Projects such as the
upcoming Dhirubhai Ambani Convention

2,420
Keys

2017 Forecast
OCCUPANCY

and Exhibition Centre in Bandra-Kurla
Complex are expected to provide a boost
to the MICE sector in Mumbai and open
Mumbai up to international conventions
and exhibitions.

ADR

Source: JLL Hotels

ADR/Occupancy
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Pune

Pune, which saw some pressure on
performance with some of the largest
supply additions in the country from 2010
onwards, is now seeing a strong recovery.
The city has seen three consecutive
years of occupancy growth and 2016 saw
strong ADR growth of 6.5% after a long
period of pressure on rates.
Pune has massive pent-up demand for
Grade A office spaces in the Information
Technology (IT) segment and continues
to be Maharashtra’s strongest performer
after Mumbai in terms of IT/ITeS-driven
growth. The city is likely to see continued
growth, aligned with Maharashtra’s
new IT Policy, which provides various
significant incentives and exemptions to
IT/ ITeS companies and developers of IT
parks.

2016 Key Trading Statistics
OCCUPANCY

65.9%
(+1.4%p)
While the commercial and long stay
segments experienced a sturdy increase,
Pune has also developed into a preferred
destination in Western India to host
weddings, events and conferences, as a
cost effective alternative to Mumbai.

ADR

4,220
(+6.5%)

Development continues to be
concentrated towards the Kharadi and
Nagar Road stretches and demand for
prime office spaces in this market will
continue to outstrip supply over the next
few quarters.

RevPAR

2,782

With steady corporate demand and
slowed supply growth, the Pune market
is well positioned to grow both rates and
occupancy levels.

(+8.8%)
Source: STR Global

EXISTING SUPPLY

5,760
Rooms

PROPOSED SUPPLY

1,540
Keys

2017 Forecast
OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
Courtesy: Conrad, Pune
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2016 Key Trading Statistics
OCCUPANCY

63.5%
(+4.8%p)

Hyderabad
Hyderabad has seen unprecedented
growth in 2016, with a RevPar increase
of 12.4%, demonstrating a promising
recovery from the supply pressure
placed on the market. This growth was
largely led by hotels in the Hitec City and
Gachibowli region, while the city centre
saw more moderate growth.

ADR

4,964
(+4.0%)
RevPAR

The revived political and economic
climate in the state has led to increased
investor interest in the Hyderabad
market and the government has
focused on driving new investments to
the city and other parts of the state.

3,154
(+12.4%)

While city centre demand continues to
be driven by the public sector, pharma
and banking sectors, majority of the
demand is concentrated towards the
Hitec city and Gachibowli stretch,

Source: STR Global

EXISTING SUPPLY

7,810

which offers close to 37 million
sqft of commercial development.
Commercial absorption in Hyderabad
has surged on the back of IT, digital and
e-commerce companies announcing
huge investment in Hyderabad. Major
players like Amazon, Google, Deloitte,
UHG, JP Morgan, Qualcomm, Accenture,
Hyundai Mobis, CDK Global and Uber
have taken up commercial spaces this
year. The Hyderabad International
Convention Centre (HICC) continues to
support the city and is the major driver
of MICE business for the city.
With multiple new investments and
robust corporate activity driven
by the rapid pace of infrastructure
development and a proactive
government, the demand outlook for
Hyderabad is extremely positive.

Rooms

PROPOSED SUPPLY

1,370
Keys

2017 Forecast
OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
Stable

Increase
Moderate
Fall

Moderate
Increase
Fall
Courtesy: Mercure Hyderabad KCP
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2016 Key Trading Statistics
OCCUPANCY

63.1%
(+1.6%p)
ADR

4,933
(+1.1%)

Courtesy: InterContinental Chennai Mahabalipuram Resort

Chennai
Shifting from being a largely undersupplied market a few years ago,
Chennai has seen a sudden influx
of hotel supply, particularly in the
luxury and upper upscale segments.
While this has led to supply outpacing
demand in the short term, the Chennai
hotel market is expected to stabilize as
demand picks up in line with the new
supply additions. Post a continuous
period of softening rates, the market
is now starting to see some signs of
growth in rates.
In 2016, the Chennai market remained
stable with both Occupancy levels and
ADRs seeing some growth, following an
extended period of a decline in ADRs.
The city has seen a tremendous boost
to the MICE sector with the addition
of a number of large, internationally
branded hotels with substantial
conference space, and Chennai is

RevPAR

3,114
(+3.7%)

now positioned as an extremely
competitive MICE destination.
With the improved investment
sentiment in India, Chennai has also
witnessed extremely encouraging
office absorption levels in 2016 and
increased activity in it’s key industrial
zones.
While the city centre is now seeing
signs of recovery in both occupancy
levels and rates, stretches such as
the OMR IT corridor stretch continue
to witness substantial supply
additions placing pressure on hotel
performance. However, with a strong
and diverse economic base, Chennai’s
growth fundamentals remain strong
and the city has a promising demand
outlook in the long term.

Source: STR Global

EXISTING SUPPLY

8,280
Rooms

PROPOSED SUPPLY

1,250
Keys

2017 Forecast
OCCUPANCY

Source: JLL Hotels

ADR/Occupancy
Stable
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Goa

Courtesy: W Goa

Goa in 2016 became the most expensive
hotel market in the country, surpassing
Mumbai by approximately 2% in rate.
In 2016, the ADR of the market grew by
9.1% along with 0.5% points increase in
Occupancy. Hence the 9.8% increase in
RevPAR.
Goa continues to remain the only hotel
market in the country that’s witnessed
y-o-y growth in in its RevPAR since 2010.
The confidence in the market’s ability to
grow steadily is tremendously high.
During 2016, the state witnessed a total
of 63.3 lakh tourists, having grown 19.5%
y-o-y. Of the total tourists, domestic
tourists accounted for nearly 89.2% of the
total tourists in the state.
Leisure demand in 2016 continued to
be strong, driven primarily by domestic
demand. Demand from this sector
was further buffed up with the return
of tourists from Russia. As a result, Goa
reportedly witnessed a major increase of
charter flights during the Q4 2016.
MICE has been instrumental in reducing
Goa’s seasonality. Goa hosted two
major events during 2016 - 9th Defense
expo held between 28th – 31st March
and the BRICS Summit between 15th –
16th October, apart from other smaller
commercial and social events.
26

2016 Key Trading Statistics
OCCUPANCY

ADR

RevPAR

70.3%

7,886

5,547

(+0.5%p)

(+9.1%)

(+9.8%)
Source: STR Global

EXISTING SUPPLY

PROPOSED SUPPLY

Rooms

Keys

6,040

1,100

2017 Forecast

OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy

Increase

Moderate
Increase

A key contributor to Goa’s dominant
status is it’s supply constraints. The
barriers to entry for a new hotel project in
the state are insurmountable.

Stable

Moderate
Fall

Fall

anticipate that the trading metrics of the
city to continue to grow in the foreseeable
future.

Given the strong appeal of the destination
among leisure travelers, and limited
alternate destinations in the country, and
limited increases in its hotel supply, we
India Hospitality Industry Review | 2016

Kolkata
The Kolkata hotel market performance
from 2009 until 2014 witnessed steady
decline, largely due to y-o-y increases in
supply, but also in part due to slowing
demand growth.
In 2016, the hotel market regained
momentum with demand and supply
essentially switching growth trends –
demand started to grow, and supply
growth declined. In 2016, for the first
time since 2011, RevPAR for the city grew
by 8.7% largely on the back of strong
increases in demand.
The hotel demand in the city is also aptly
supported by large scale conferences
and exhibitions. During 2016, Kolkata
hosted a number of annual doctor and
medical conferences, including the 31st
IACDE (International Associations of
Conservative Dentistry and Endodontics)
and IDEACON (Integrated Diabetes &
Endocrinology Academy).

2016 Key Trading Statistics
OCCUPANCY

69.0%
(+5.0%p)

Major corporate expansion continues
to take place within the Salt Lake Sector
V, New Town and Bantala which makes
up the peripheral district of Kolkata. The
companies present are largely in the IT/
ITes, Financial Services and Telecom
space. Albeit vacancies are relatively
high, these two micro-markets continue
to witness the highest absorptions in the
city.

ADR

5,687
(0.8%)
RevPAR

The existing hotel supply in the market
is largely focused on the upscale and
the luxury segments, which exerts
downward pressure on rates in the city.
The proposed supply in the city is also
focused entirely on the two segments,
which is expected to further add to the
existing pressure on the market.

3,926
(+8.7%)
Source: STR Global

EXISTING SUPPLY

3,500
Rooms

PROPOSED SUPPLY

1,660
Keys

2017 Forecast
OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
Courtesy:JW Marriott Kolkata
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Ahmedabad
During 2016, Ahmedabad witnessed an
increase in occupancy by 5.3% points,
however the city’s ADR recorded a decline
of 6.2% y-o-y. As of 2016 demand grew
11.4% y-o-y, whilst supply grew by a
marginal 1.5%.
The nearby capital of Gandhinagar
which houses the international standard
Mahatma Mandir Convention Centre,
hosts numerous key events each year
including the bi-annual Vibrant Gujarat
Global Summit, due to a lack of inventory
within Gandhinagar, this demand
spills to Ahmedabad. The industrial
area of Sanand is home to a number
of companies such as Ford, Tata Nano,
Honda, etc. During the 2015, Sanand
attracted up to INR 3,200 Crores of
investment attracting companies such as
Maxxis Group, Uflex Ltd, Posco India, and
more.

2016 Key Trading Statistics
OCCUPANCY

60.0%
(+5.3%p)

GIFT City, has also witnessed the interest
of major international companies. Over
the past 12 months, companies such
as Oracle, Maxim Integrated, BeFree
and Infibeam have set up office space
within the development. Additionally,
Brigade group recently inaugurated the
development of a special economic zone
and an ibis styles hotel within Gift City.

ADR

3,751
(-6.2%)
RevPAR

Ahmedabad continues to be a major
upcoming location for continued
investments in locations such as
GIFT City and Sanand being the most
notable. Whilst there are supply
additions forecasted, Ahmedabad is
expected to witness continued growth in
development and investment, keeping
demand buoyant for the market.

2,253
(+2.9%)
Source: STR Global

EXISTING SUPPLY

3,590
Rooms

PROPOSED SUPPLY

1,780
Keys

2017 Forecast
OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
Courtesy: Hotel Caspia Ahmedabad

28

Stable

Increase
Moderate
Fall

Moderate
Increase
Fall

India Hospitality Industry Review | 2016

Jaipur
As of 2016, the marketwide occupancy
for the city grew by 6.0% points y-o-y,
whilst ADR’s showed a modest increase
of 1.3% y-o-y. The growth in occupancy
was largely attributed to an increase of
13% in demand against a 2.4% increase
in supply.
Over the past two years, due to the
city’s proximity to Delhi and competitive
pricing, Jaipur has emerged as a major
wedding destination alternative to other
cities in Rajasthan such as Udaipur and
Jodhpur.
Furthermore, the city has seen a
substantial increase in weekend room
night demand driven by domestic leisure
and corporates based in Delhi—NCR
using Jaipur as a venue for off-sites and
meetings. As a result, the MICE demand
segment has witnessed significant growth
over the past 3-4 years.
With the recent introduction of the
JECC (“Jaipur Exhibition & Convention
Centre”) in 2015, Jaipur is now a major
destination for large scale exhibitions
and conferences. Some of the major
events held at JECC include the India
Industrial Fair, Jaipur Jewellery Shows
and PetroSafe 2016.

Courtesy: Hotel Crowne Plaza Jaipur

With the introduction of JECC and
improved travel connectivity, MICE
demand is expected to grow further
within the city. Additionally Jaipur is
expected to witness a limited supply
increase over next few years, resulting in a
continued increase in occupancy levels.

2016 Key Trading Statistics
OCCUPANCY

ADR

RevPAR

64.6%

4,911

3,170

(+6.0%p)

(+1.3%)

(+11.7%)
Source: STR Global

EXISTING SUPPLY

PROPOSED SUPPLY

Rooms

Keys

5,150

2017 Forecast

1,220

OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
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Bangalore
Bangalore remained impressive in 2016 on
the back of having recorded the highest
amount of office space absorption in the
country, amounting to 10 mn. sq. ft. For
the hotel sector in the city, the stupendous
absorption meant that in a year, where
the city sorely missed the Aero Show,
the Bangalore’s market-wide occupancy
remained flat, and ADR showed an
increase of 0.9% y-o-y, over a strong 2015.
Being the third largest hotel market in the
country, Bangalore’s ability to maintain
it’s occupancy levels is an exhibit of the
inherent strengths of the market.
The criticism of the market that topped
the JLL City Momentum Index in 2016 is
its average rates, which despite the strong
increases in demand in the years of 2015
and 2016, remain abysmally low. With
hotel supply in the city expected to degrow to 4.6% over the next 3 years, much
lower than that of the past 5 years, and

new office supply expected to balloon over
the next 3 years by a whopping 18.7 million
sq ft, the city has the potential to drive-up
its average rate strongly and compete
effectively with its similarly sized peers Mumbai and Delhi NCR - from whom it lags
by nearly 15% to 40% in average rates.
With 40 percent of India’s IT industry
located in the city, the presence of
international IT giants together with the
largest number of high-tech start-ups
of any Indian city, corporate demand in
the city is expected to grow steadily and
continue to remain the hotel industry’s
backbone. Large corporates such as Apple
are already choosing Bangalore above all
destinations to become its first hub in the
country. With supply pressures easing, the
year 2017 can be expected to witness a rise
in not only demand but also ADRs for the
city.

2016 Key Trading Statistics
OCCUPANCY

65.0%
(+0.0%p)
ADR

5,545
(+0.9%)
RevPAR

3,606
(+1.0%)
Source: STR Global

EXISTING SUPPLY

14,380
Rooms

PROPOSED SUPPLY

3,360
Keys

2017 Forecast
OCCUPANCY

ADR

Source: JLL Hotels

ADR/Occupancy
Stable
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Courtesy: Proposed Hilton and Hilton Garden Inn Bangalore
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Outlook
The year 2016 underscored and
solidified signs of an upward trend
in India’s hospitality industry, after a
prolonged period of muted growth due
to substantial supply additions and
inconsistent demand growth. The shortterm supply and demand imbalance
brought operational pressure to hotels,
however the market is now seeing stable
demand levels and reduced supply
pressure. On the development front,
high development costs remain a key
challenge for investors in the region with
a number of investors now exploring
acquisition opportunities against
new builds. Prolonged development
periods, increasing land prices and
high finance costs and the endless list
of regulatory sanctions of approvals,
has had a significant impact on the
ability of investors to develop projects
with suitable investment returns. As a
result, we are likely to see increased
activity in the hotel transaction space
with strategic investors finding value in
currently available deals at a reasonable
discount to replacement costs. With hotel
performances steadily improving, it is
only a limited period window before hotel
assets start attracting better valuation.
India’s service levels, room rate and
management systems have improved
due to the entry of international brands
into the market. However, with increased
competition, hotels are now having to
increasingly focus on their promotional
efforts, efficient asset management and
creating hotel products that meet the
needs of different market segments.
Improved operational efficiency and
maximization of the value of assets by
careful planning and management is now
essential.
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The increased interplay between
the formal hotel sector and informal
hospitality establishments continued,
with hotel disruptors becoming
increasingly real and relevant competitors
to the branded hotel sector, particularly
in the budget segment. In line with this
trend, hotels have stepped up their online
promotional efforts, loyalty programmes
and overall marketing efforts. The hotel
F&B segment has also been impacted
by the surge in independent outlets and
hotels are under tremendous pressure to
re-invent and possibly even scale down
their F&B operations. We feel that we are
at the inflexion point where outsourcing
F&B to good quality third party vendors
will start seeing larger interest from hotel
owners.
As a positive growth step, the increased
focus on convention centres with
the Jaipur International Convention
centre- due to open in 2017, the Dhirubai
Ambani Mumbai convention centre and
the planned Delhi International Airport
Limited (DIAL) Convention centre, has the
potential to lift India’s status as a MICE
destination and compete with other
Asian destinations on this front.

Overall optimism
with the hotel
industry poised
to grow as the
pace of room
additions slow
and domestic
demand shows
sure signs of
stability and
growth

The industry continues to see
consolidation- with the Marriott
acquisition of Starwood hotels, AccorFairmont, HNA-Carlson Rezidor and
closer home, the Louvre-Sarovar hotels
deal. With this recent trend, the role of
branding and distribution is becoming
increasingly relevant. This is evident in the
increased number of hotel conversions
across India with a number of unbranded
hotels moving towards professional
branding and operations.
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The past few years have seen a number
of large real estate developers focus on
mixed use formats, with the increased
importance of reducing individual asset
class risks and creating captive demand
to drive hotel and retail demand. A shift
in development focus- with increased
activity in Tier 2 and Tier 3 cities was
also evident, with a number of emerging
cities seeing their first branded hotel
developments. In most key metro cities,
hotel development continued to be
concentrated towards the peripheral
regions- OMR Chennai, Whitefield, ORR
Bangalore etc. A number of investors
have also grown concerned about the
large volume of supply in cities, and
have also now set their sights on resort
destinations. The leisure sector remained
robust, with leisure destinations such as
Goa, Coorg, Mussourie etc. continuing
to see unprecedented growth. Growing
purchasing power, improved connectivity

32

and reduced seasonality have provided
a boost to the resort segment with
increased leisure and MICE business
driving growth. Leisure markets continued
to enjoy strong rates and improved
occupancy levels across the country, with
limited supply and strong potential for
development in many leisure markets.
Moving forward, hotels will need to
continue to re-invent themselves
and respond to the rapidly changing
environment they operate in, in order to
stay competitive. It is clear, however, that
the industry is now on a steady recovery
path. After strong resistance from a
fluctuating demand environment and
excess room inventory, the hotel industry
is now well placed with the pace of room
addition slowing down and domestic
demand showing sure signs of stability
and growth.
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