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� e hospitality sector delivered near-record level performance last year, and though some risks have 
emerged, the outlook for 2020 remains positive. � e durability of the growth cycle serves as a tailwind 
for both for leisure and business travel, delivering high occupancy rates and moderate ADR gains despite 
substantive development. Major risks to the outlook include pockets of oversupply and concerns about 
how the spread of the coronavirus could in� uence travel.

With the economy now in its 11th year of expansion, some question how long the growth cycle can 
continue. Most economists do not expect a recession this year, and despite repeated yield-curve 
inversions in 2019 and 2020, most anticipate strong job creation, low unemployment and moderate wage 
growth this year. Investors continue to leverage the extended runway into portfolio re� nements, pruning 
properties that no longer align with their long-term strategies and adding new assets that o� er increased 
upside potential. While the outlook for the hospitality sector in 2020 remains positive, some investors 
are also hedging their position with fortress assets to help balance their portfolios should an economic 
downturn arise. Hotel properties can be highly sensitive to economic and leisure travel volatility, and 
though most economists expect the next downturn to be moderate, many hospitality investors are 
staging their portfolios into a more defensive posture. � is will allow them to capitalize on the current 
momentum while mitigating future risk. 

� e steady performance outlook for 2020 bodes well for investors, and though new challenges will
undoubtedly emerge, the sector remains poised for growth. As you calibrate your investment plans in
this dynamic climate, our investment professionals stand ready to help you evaluate your options and
implement your strategies.

Sincerely,

SKYLER COOPER 
National Director 
Hospitality Division

JOHN CHANG
Senior Vice President/National Director 
Research Services Division

TO OUR
VALUED CLIENTS
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National Economy
•	 The national economy entered a record 11th year of expansion in 2020, supported by steady job creation and higher-than-normal levels of con-

sumer and business confidence. A historically low level of unemployment, while hindering hiring for many firms, is also contributing to greater 
wage growth as some companies increase pay to attract top talent. Higher earnings are in turn bolstering discretionary spending. 

•	 Despite favorable consumer trends, there are some potential clouds on the horizon. While trade relations between the United States and China 
have stabilized in the short term, numerous tariffs remain in place, and they may yet drag on growth. Uncertainty surrounding other geopoliti-
cal events could also disrupt the expansion, although the current baseline forecast remains positive.

•	 Travel within the United States is rising and on track to achieve a new cycle high this year. High levels of job security are encouraging more indi-
viduals to plan future vacations, while also traveling to numerous meetings and conferences. International visitor volume may decline however 
as the appreciation of the U.S. dollar and the spread of the coronavirus abroad are inhibiting travel for many. 

National Hotel Overview
•	 Following a decade of robust demand growth that culminated in a 30-year record high level of occupancy last year, the hospitality sector will 

transition to a period of more gradually improving performance in 2020. As the occupancy rate walks back from 2019’s peak level and revenue 
gains moderate, hoteliers will look for ways to boost revenues while managing costs. 

•	 As hotel room demand advances at a more moderate rate, hotel development is mildly increasing, with the number of available room nights 
expected to grow by 2.2 percent in 2020. More than half of the roughly 200,000 rooms under construction are at the select service level, while 
the inventory of luxury hotels is set to expand by more than 11 percent, the largest margin of any class.

•	 Major hotel brands unsurprisingly dominate construction activity, with Marriott and Hilton each representing more than 25 percent of the keys 
underway. Some of these projects include new sub-brands created under these organizations to more strongly engage specific customer groups.  

Capital Markets
•	 The Federal Reserve will balance a multitude of economic and geopolitical forces this year as it aims to sustain domestic growth. Although few chang-

es are expected this year, Chairman Jerome Powell has reemphasized that the committee will continue to monitor conditions as it develops and 
sets policy accordingly.

•	 Capital remains readily available, although some financiers, primarily commercial banks, are reporting less room on their balance sheets for new 
hospitality loans. Instead, investors are obtaining financing from CMBS sources as well as from debt funds and other private lenders.

•	 Lenders are practicing more restraint in regard to construction, preferring developers with established pedigrees working on projects in high-travel 
areas of major markets.

Hotel Investment Outlook
•	 Investors remain active in the hospitality sector, but global and political uncertainties have clouded buyer and seller sentiments. Health-based 

travel disruptions and new supply concerns could weigh on sales velocity in the year ahead, although a recent detente in trade relations with 
China may spur new investment.

•	 To help stimulate room demand, hotel owners are partnering with well-known consumer brands and leveraging social media to capitalize on 
travelers' desire for unique experiences. These initiatives help drive visitation by making the hotel itself the destination.

•	 While overall transaction velocity slowed in 2019, the distribution of sales among chain scales shifted toward economy assets. A larger portion of 
trades also involved midscale and upper midscale properties, as buyers sought higher initial returns and hotels that catered to travelers' demand 
for affordable accommodations.

Executive Summary
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Positive Momentum Sustains Economic Cycle in 2020
As Domestic Travel Volume Climbs to New High

Economic growth cycle remains on upward path. The national economy entered 
a record 11th year of expansion in 2020, supported by steady job creation and high-
er-than-normal levels of consumer and business confidence. Employment growth is 
beginning to taper, however, as a shortage of available workers relative to the number of 
open positions hinders hiring for many firms. To help attract top talent, some companies 
are increasing pay, contributing to annual wage growth around 3 percent that is bolster-
ing discretionary spending. Despite these favorable consumer trends, there are some 
potential clouds on the economic horizon. Trade relations between the United States and 
China appear to have stabilized, but numerous tariffs remain in place, and they may yet 
drag on growth. Uncertainty surrounding other geopolitical events could also disrupt the 
expansion, although the current baseline forecast remains positive.

Domestic travel continues to rise, underscored by strong job market. As with the 
economy at large, travel within the United States is rising, on track to achieve a new cycle 
high this year. Both domestic leisure and business travel are growing. High levels of job 
security, encouraged by the tight labor market, may be prompting more individuals to 
plan future vacations, as bookings for upcoming trips are up relative to last year. Numer-
ous meetings and conferences, already preplanned, will take place in 2020, supporting 
business travel. Whether for business or pleasure, more individuals are taking to the air 
for trips. Domestic air passenger volume increased 4.1 percent in 2019, reaching a new re-
cord for the fifth consecutive year. These trends bolster travel spending and demand for 
hotel rooms, particularly near major airports and in destination metros. One area where 
traveler volume may decline is international visitation. The depreciation of several world 
currencies relative to the U.S. dollar and the spread of the coronavirus abroad are inhib-
iting travel for many. Premier tourist destinations geared toward welcoming overseas 
travelers will be the most impacted, while other areas of the country will be unaffected by 
this trend.

2020 National Economic Outlook
•	 Sporting events supporting travel. The growing North American sports market is con-

tributing to ongoing travel. About 8 percent of all domestic trips taken in 2018, about 
190 million, were to attend a professional sporting event. That equated to approximate-
ly $41 billion in spending, about 22 percent of which went to lodging, the second largest 
expense after the sporting event itself.

•	 Travel costs continue to rise, but at a slower pace than wage growth. The U.S. Travel 
Association’s Travel Price Index increased 2.3 percent in 2019, with the prices for food 
and transportation appreciating the most. Although the cost of a hotel room remained 
about the same, these other financial pressures still weigh on travel affordability. Com-
pensating for these expenses are higher wages, with average hourly earnings improving 
by 2.9 percent in 2019, a faster rate than in years past.

•	 Existing tariffs to impact operating expenses. While the U.S. and China have signed a 
Phase I Trade Deal, tariffs remain in place for hundreds of billions of dollars worth of 
Chinese imports. Tariffs on raw materials like wood as well as finished goods such as 
glassware, soap and carpets could raise costs for hoteliers and hotel developers. New 
import fees may also be enacted on European products, principally wine, cheese and 
liquor, which could also inflate operating expenses for many hotels.

* Forecast

** Through January
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Hotel Revenue Metrics Stabilize as Operators
Explore Innovative Ways to Drive Demand 

After achieving record highs, mild increase in hotel demand and revenue expected. 
Following a decade of robust demand growth that culminated in a 30-year record high 
level of occupancy last year, the hospitality sector will transition to a period of more 
gradually improving performance in 2020. As the occupancy rate walks back from 2019’s 
peak level and revenue gains moderate, hoteliers will look for ways to boost revenues 
while managing costs. Some operators are investing in innovative technologies that 
improve the guest experience while reducing staffing needs, such as allowing customers 
to skip check-in by using their phone as the room key. Other strategies include leveraging 
customer loyalty programs to drive repeat business and direct bookings. Hotel operators 
are also abandoning less sustainable practices, such as single-use plastic bottles, in order 
to both comply with new state legislation and appeal to changing consumer values.

Hotel development modestly expands. As hotel room demand advances at a more mod-
erate rate, hotel development is mildly increasing, with the number of available room 
nights expected to grow by 2.2 percent this year. More than half of the roughly 200,000 
rooms under construction are at the select service level, weighing on the performance 
of existing mid-tier assets. Both high- and low-end hotels have faced less competition 
from new supply and fared better, but that dynamic may soon change. The inventory of 
luxury hotels is set to expand by more than 11 percent over the next few years, the largest 
margin of any class. Major hotel brands unsurprisingly dominate construction activity, 
with Marriott and Hilton each representing more than 25 percent of the keys underway. 
Some of these projects will represent new sub-brands created under these organizations, 
such as Tempo, which target specific customer groups in the hope of driving stronger 
engagement. At the market level, New York City again has the most number of rooms in 
development, followed by Los Angeles, Las Vegas and Dallas/Fort Worth.

2020 National Hotel Sector Outlook
•	 Hoteliers respond to rising labor costs. Subdued revenue growth emphasizes the im-

portance of managing labor costs. Average hourly earnings in the leisure and hospital-
ity sector increased by 3.1 percent in 2019, about 20 basis points above the overall rate, 
influenced by rising minimum wages in multiple states. In order to help offset upward 
wage pressure, hospitality firms are focusing on better retaining experienced employ-
ees and improving recruiting initiatives, including partnering with college programs.

•	 Hotels outperform peer-to-peer services in availability. While there are roughly 
1 million more short-term rentals on the market now than traditional hotel rooms, 
their limited nightly availability restrains their impact on hotel use. Hotel rooms 
are available all year long, but peer-to-peer rentals from services such as Airbnb and 
VRBO are often only open around major events. While this may cut into occupancies 
during peak evenings, it has little effect overall.

•	 Resort day passes tap into new revenue stream. The expanding use of day passes illus-
trates how resort-style hotels are generating roughly double the national pace of rev-
enue growth despite a dip in occupancy. Local residents interested in amenities and 
activities are purchasing these passes in order to access the resort’s pools and spas, mir-
roring a broader trend in the sector where hotels aim to be more engaged with their 
surrounding neighborhoods.

* Forecast

** Under construction as of December 2019
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Fed Reinforces Commitment to Sustaining Growth;
Lenders Apply Disciplined Underwriting

Fed maintains wait-and-see approach as it reiterates expectations of growth in 2020. 
The Federal Reserve will balance a multitude of economic and geopolitical forces this 
year as it aims to sustain domestic growth. In 2019, it cut the overnight rate by 25 basis 
points three times in an effort to offset recessionary risk, and few changes are expected 
in 2020 based on policy statements made earlier this year. Chairman Jerome Powell has 
reemphasized, however, that the committee will continue to monitor conditions as it 
develops and sets policy accordingly. The Fed’s approach will likely be influenced by the 
United States' numerous trade relationships. While the rapport between the U.S. and 
China appears to have stabilized for the short term, ongoing negotiations with the Euro-
pean Union could result in new import fees. Tariffs already in existence may yet drag on 
consumption as well, possibly to the extent that the Fed considers cutting the overnight 
rate in an effort to breathe more life into the economy. Geopolitical uncertainty from 
the 2020 presidential election, the Brexit, or other international fronts could prompt a 
response from the Fed if it perceives a risk to the economy.

Capital availability elevated, even as some lenders tighten underwriting. After a 
decade of uninterrupted growth in the hospitality sector, flattening occupancy and 
tempered revenue growth have some lenders adopting a more cautious approach this 
year. Liquidity remains readily available, although some financiers, primarily commercial 
banks, are reporting less room on their balance sheets for new hospitality loans. Instead, 
investors are obtaining financing from CMBS sources as well as from debt funds and 
other private lenders. Loans guaranteed by the Small Business Administration also make 
up a notable portion of hospitality financing, particularly for private investors. While spe-
cific terms will vary by an asset's quality and location as well as the reputation of the hotel 
management company, loan-to-value ratios extend up to 70 percent for CMBS loans and 
up to 75 percent range for debt funds. REITs, national banks and insurance firms will 
generally accept a maximum LTV below 60 percent. Financiers are also practicing more 
restraint in regard to construction, preferring developers with established pedigrees 
working on projects in high-travel areas of major markets. Loan-to-cost ratios fall into 
the 50 to 60 percent band, with interest rates as high as 10 percent.

2020 Capital Markets Outlook
•	 Federal Reserve to closely track inflation. Core PCE, the Fed’s preferred inflation 

measure, remained in the mid-1 to high-1 percent range for much of 2019 amid mod-
erate economic growth. Allowing the measure to run hotter or colder than the Fed’s 2 
percent target is not seen as an immediate risk, although prolonged spans well above or 
below that level may influence policy changes.  

•	 Yield curve inversion merits caution. The yield curve between short-term and long-term 
Treasurys briefly inverted in late 2019 and again in early 2020, a commonly recognized 
signal of an impending recession. Based on historical evidence, an economic downturn 
could occur sometime within the next two years, even after the yield curve normalized. 
The greatest risks stem from the geopolitical area, but baseline forecasts point to positive 
momentum in 2020. 

•	 Yield spreads favor hospitality investors. Hotel investments continue to offer a sub-
stantial premium relative to government bonds. The yield on the 10-year Treasury re-
mained below 2 percent in early 2020, while the average cap rate on recent hotel trades 
lies in the high-8 percent band. The spread between these two measures has rarely been 
wider over the past decade.
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Prospect of Higher Returns Shift Focus Toward Inland 
Markets and Hotels That Cater to Travelers on a Budget

Economic caution moderates transaction velocity as composition of sales changes. 
Fewer hotels changed hands in 2019 than the year before as global economic and political 
uncertainties clouded investor sentiment. Health-based travel disruptions and new 
supply concerns could further weigh on sales velocity in the year ahead, although a recent 
detente in trade relations may spur new investment. Many potential sellers are looking to 
exchange assets for higher chain scales and ADRs, while buyers continue to be attracted 
by cap rates that exceed those of other property types. Last year a larger percentage of 
transactions involved economy assets, which tend to have greater initial returns. This 
shift in acquisition strategy created the impression that cap rates rose nationally when 
at the individual service level, yields held about the same or modestly declined in 2019. 
Investors' greater interest in limited service hotels may also be motivated by the demand 
from travelers for affordable accommodations. Many older assets at this service level 
could be improved through renovation to offer a higher nightly rate while still remaining 
competitive to premium lodgings. 

Hospitality investors shift inward from coasts. Over the past year, a greater share of all 
transactions took place in the Upper Midwest, while a smaller percentage was completed in 
the Northeast and Florida. The shift away from some coastal gateway markets may reflect, 
in part, the search for yield. Midwest properties changed hands in 2019 with cap rates in the 
low-10 percent zone on average, 50 to 150 basis points above the same measure in coastal 
regions. Assets delivering yields above the national average, as well as favorable demo-
graphic and travel trends, are also drawing a sizable portion of deal flow to the Southwest 
region and Texas. Some of the highest levels of job creation and in-migration in the country 
support added travel as people visit for work or to see friends and family. Warm climates 
and comparatively lower nightly rates also aid in the demand for rooms.

2020 Investment Outlook
•	 High returns and lower interest rates draw international buyers. Foreign investment 

into U.S. hospitality assets continues to be a driving factor for transaction activity. Buy-
ers from the United Arab Emirates, South Korea, and the United Kingdom led non-do-
mestic sales volume in 2019. Higher rates of return than available at home, paired with 
reduced hedging costs facilitated by lower interest rates, are motivating trades. While 
gateway cities remain frequent targets, foreign buyers are finding opportunities in most 
major hotel markets across the country.

•	 Sales composition leans more toward economy and midscale hotels. While overall 
transaction velocity slowed in 2019, the distribution of sales among chain scales shift-
ed. Besides a higher portion of trades for economy assets, a greater share of sales also 
involved midscale and upper midscale properties than in 2018. Together these trends 
reflect more of a focus on hotels with less costly room rates and correspondingly lower 
entry costs that are under $100,000 per key. Cap rates for these types of properties often 
fall into the low-9 percent band, exceeding the national average.

•	 Hoteliers ally with consumer brands to create must-see experiences. To help stim-
ulate demand, hotel owners are partnering with well-known consumer brands and le-
veraging social media to capitalize on travelers’ desire for unique experiences. Reser-
vations for a weekend-long Palm Springs Taco Bell hotel pop-up last August sold out 
within two minutes, while Atari recently lent its license to a string of new hotel develop-
ments, where virtual reality games and e-sport events aim to draw in avid gamers. These 
initiatives help to drive visitation by making the hotel itself the destination. 

Hotel Buyer Composition*
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Sources: Marcus & Millichap Research Services; AARP Research: 2020 Travel Trends Report 

2020 Travel Trends
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Trends in Sports Travel

Passion for Athletics Adds to Lodging Demand
Total Spending by Those Traveling Domestically to Attend a Sporting Event

The North American Sports Market 
Was Valued at                    in 2018.$71 Billion

The Sector is Projected to Grow 
          Annually Through 2023.3.2%

Spending on Domestic Sports
Travel Totaled                    in 2018.$41 Billion

For Sports Travelers Hotel/Lodging is the Second Largest
Expense After the Sporting Event Itself

Sports Event/Recreation

36%

Lodging

22%

Transportation

19%

Food and Beverage

15%

Retail

8%

$ 41 Billion
Total Spending:

Sources: Marcus & Millichap Research Services; U.S. Travel Association: Impact of Sports on the Travel Industry Fact Sheet (2019)

                    Trips Were Made
in 2018 to Attend or Participate
in a Professional Sporting Event.

190 Million

This Represents About       of 
Total Domestic Travel.

8%  

Families Also Travel to Attend Youth 
Sporting Events. These Trips Made Up
      of Total Domestic Travel in 2018. 2%

Total Attendance at U.S. Major Sporting Leagues

0

10

20

30

40

50

60

70

80

MLSNBANHLNFLMLB

70M

34M

22M 22M

9M

M
ill

io
ns

 o
f A

tt
en

de
es



10

Los Angeles
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Greater than 50%

Sources: Marcus & Millichap Research Services; Federal Aviation Administration

Higher Airport Passenger Volume Reflects Greater Travel to Secondary Markets
Increase in Total Passenger Onboarding 2010-2018

National Air Travel

Market Airport 2018 Enplanements Growth 2010-2018

Atlanta Hartsfield-Jackson Atlanta International 51,866,000 20%

Los Angeles Los Angeles International 42,624,000 48%

Chicago O'Hare International 39,874,000 24%

Dallas/Fort Worth Dallas/Fort Worth International 32,822,000 21%

Denver Denver International 31,363,000 24%

New York City John F. Kennedy International 30,621,000 34%

San Francisco San Francisco International 27,791,000 44%

Seattle-Tacoma Seattle-Tacoma International 24,025,000 56%

Las Vegas McCarran International 23,795,000 25%

Orlando Orlando International 23,202,000 36%

Top 10 Busiest Airports in the United States
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Short-Term Rental Regulations

Metros Respond to the Proliferation of Short-Term Rentals

Regulated
15%

Regulation Change
19%

Unregulated
66%

Regulated
15%

Regulation Change
19%

Unregulated
66%

2016

2017

2018

2019

Regulated
31%

Regulation Change
12%

Unregulated
57%

Regulated
31%

Regulation Change
12%

Unregulated
57%

Regulated
42%

Regulation Change
19%

Unregulated
39%

Regulated
46%

Regulation Change
43%

Unregulated
11%

Market 2019 Changes in Regulation

Washington, D.C. Regulation Affirmed: Must be primary residence; 90-day rental 
limit without host present.

New Orleans New Requirement: Must be primary residence; cannot com-
prise more than 25 percent of a commercial property.

Denver New Requirement: Owner must have $1 million in liability 
insurance coverage. 

Nashville Legislation Passed: Prohibits non-owner occupied units in 
multifamily zones.

St. Louis Legislation Passed: Short-term rentals reclassified as com-
mercial property must pay small business tax.

Norfolk/Virginia Beach Legislation Passed: Requires conditional use permit, limits 
number of allowable guests.

Atlanta Legislation Proposed: System to register and license short-
term rentals.

Detroit Legislation Proposed: Must be primary residence; limits 
short-term rental density within market.

Phoenix Legislation Proposed: Requires owners to have sales tax 
license.

Orange County Regulations Amended: 2016 short-term rental ban repealed; 
permitted rentals remain open; prohibits new permits.

Changes Made to Short-Term Rental Regulations in 2019
Top 26 Hospitality Markets

Note: Information is reflective of the top 26 largest U.S. hospitality markets.

Sources: Information was collected from a variety of publicly available news sources and ana-

lyzed by Marcus & Millichap Research Services. Additional details on page 48.
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Five-Year Occupancy Growth  
2015-2020

 Five-Year RevPAR Growth

California

Occupancy Shifts Nominally for Fourth 
Straight Year; Investors Look Inland 

Performance of secondary and tertiary metros upholds market 
conditions. Annual occupancy in California adjusted nominally over 
the past three years, maintaining the state’s status as the nation’s top 
region for hotel demand, yet most of California’s larger metros re-
corded modest declines in occupancy. Home to a collection of theme 
parks and beaches, Orange County noted a 20-basis-point dip in 
occupancy during the three-year period, while San Diego registered a 
decline of 40 basis points. Los Angeles County meanwhile recorded a 
larger 150-basis-point reduction. Still, occupancy in each of the met-
ros rested between 77 and 80 percent at the end of last year. These 
rates may fluctuate further in the coming year, as 11,000 rooms are 
underway in the trio of metros entering 2020. In Northern Califor-
nia, occupancy in the San Francisco metro fell 220 basis points over 
the past three years. The decline has slowed development activity, 
as 1,675 rooms were underway in San Francisco and the East Bay 
combined entering this year. The moderation in construction should 
allow occupancy in the region to improve this year, warranting strong 
gains in ADR and RevPAR. 

Steady inflow of visitors, positive RevPAR growth stoke buyer 
demand. While the region features a plethora of differing assets, 
independent hotels and limited-service properties account for a high 
percentage of overall sales activity. Many of these lodging facilities 
trade for $1 million to $5 million and provide investors with returns 
in the 7 to 9 percent band. While Los Angeles County and the Bay 
Area remain top targets for in-state buyers, the Coachella Valley in 
the Inland Empire has become a destination for opportunistic inves-
tors attracted to the area’s large festivals that draw sizable crowds. 
Here, and in the Central Valley and Sacramento, pricing rarely eclips-
es $100 per room, with 8 to 12 percent cap rates obtainable.
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s 2019 = recent openings; 2020 = under construction as of December 2019

* Forecast  
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2020 Region Forecast
Construction activity remains heightened 
as more than 22,000 rooms are being built 
throughout the state. The Inland Empire 
and Sacramento record increases in supply 
additions, with nearly 2,500 and 1,250 keys 
underway, respectively.

Following a 20-basis-point decrease last year, 
annual occupancy will compress slightly in 
2020 to 75.0 percent.

Consistent demand will support a 1.7 percent 
increase in the average daily rate this year to 
$173.92. This gain is comparable to the 2.0 
percent rise recorded in 2019.

A nominal shift in occupancy and steady 
ADR growth will lift RevPAR up to $130.66 in 
2020. Last year, the rate climbed 1.7 percent. 

California-based buyers priced out of the 
Bay Area scour Central Coastal cities along 
Highway 101 for independent hotels that 
require capital deployments of $2 million to 
$5 million. Cap rates for these assets, some of 
which are near vineyards or major universi-
ties, generally fall in the 5 to 6 percent range.

Supply 
up 2.3%

Occupancy
down 10 bps

ADR 
up 1.7%

RevPAR 
up 1.4%

Investment

2020 Regional Highlights

•	 The completion of Disneyland’s Galaxy’s Edge in January will in-
crease park attendance throughout the year, elevating hotel de-
mand in Orange County. In anticipation of larger crowds, JW Mar-
riott and Westin will both open new hotels in Anaheim’s Resort 
District during 2020.

•	 During the March primary election, San Diego residents will vote 
on Measure C. If approved, the proposal would increase the local 
hotel tax by 1.25 to 3.25 percent based on a hotel’s proximity to 
downtown. The measure aims to raise $3.5 billion to finance a con-
vention center expansion and $1.8 billion to address homelessness. 

•	 The build-out of Pier 48 in San Francisco was completed in early Jan-
uary. Comprising more than 200,000 square feet of event space and 
capable of accommodating 10,000 attendees, the property should 
attract additional conventions, benefiting nearby hotels. 
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Percent of Inventory Under 
Construction as of December 2019

Five-Year Occupancy Growth  
2015-2020

 Five-Year RevPAR Growth

Carolinas

Development Uptick, Deal Flow Signal 
Long-Term Confidence in the Carolinas 

Hotel demand exceeds supply for a third straight year. Spanning 
the past 24 months, annual occupancy in the Carolinas has remained 
historically high, aided by the region’s larger conventions, college 
towns and recreational activities. Unwavering hotel demand during 
this stretch equated to steady gains in ADR and RevPAR, conditions 
that prompted an uptick in hotel development. Entering this year, 
more than 7,000 rooms were under construction in North Carolina, 
with more than half of those keys located in Charlotte. The metro is 
likely to experience some downward pressure on occupancy moving 
forward as builds will increase inventory by 9 percent. Yet, major 
events like this year’s Republican National Convention should help 
offset the impact of new supply in the short term. In South Carolina, 
more than 1,000 rooms are under development in both Greenville 
and Charleston. While construction activity is elevated in some of the 
region’s larger cities, overall hotel demand is slated to outpace supply, 
allowing for modest gains in ADR and RevPAR. 

Historically strong hotel fundamentals support robust investor 
demand in the Carolinas. Limited service hotels in the region’s 
largest cities are receiving significant interest from both regional 
and outside buyers. Many of these properties feature more than 100 
rooms and are obtainable at 9 percent-plus cap rates, with mini-
mums in the 6 percent to 7 percent range. The Charlotte, Asheville 
and Greensboro metros have accounted for the most deals of late, 
with buyers also showing interest in Columbia and Greenville, South 
Carolina. Overall, assets of this chain scale commonly trade for $2 
million to $5 million throughout the region. Buyers seeking larger 
capital deployments target select service hotels of relatively newer 
vintage. These assets routinely trade for $5 million to $15 million, 
providing investors with similar returns as limited service properties.  
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2020 Region Forecast
Developers remain active throughout the 
Carolinas with nearly 11,700 rooms underway 
in more than 100 hotels. North Carolina is 
home to 60 percent of these rooms including 
3,850 keys in Charlotte.

Occupancy will reach 64.8 percent in 2020 
after rising 20 basis points last year amid 
stout hotel demand.

The improvement in occupancy will support 
a 1.1 percent boost in the average daily rate 
to $111.30. This increase compares to the 1.4 
percent rise recorded in 2019.

Following a 1.6 percent gain in 2019, RevPAR 
will climb 1.3 percent this year to $72.65. 

College towns and smaller cities near 
recreational activities remain targets for 
private regional buyers seeking $1 million to 
$2 million independent hotels. In many of 
these locales, pricing below $60,000 per room 
remains obtainable.

Supply 
up 2.4%

Occupancy
up 30 bps

ADR 
up 1.1%

RevPAR 
up 1.3%

Investment

2020 Regional Highlights

•	 The Greensboro Coliseum will host six basketball games as part of 
this year’s NCAA tournament, heightening hotel demand in March.

•	 Citing a need for hotel construction near its convention center, the 
Raleigh city council has approved the redevelopment of two city-
owned parking lots into a 500-room hotel and a mixed-use tower.

•	 The number of hotel stays in Charleston eclipsed 4.8 million last 
year, nearly matching the volume of travelers that visited the city’s 
airport. The uptick in passenger arrivals coincided with British Air-
ways offering service from Charleston to London.

•	 In addition to the Republican National Convention, Charlotte’s hotel 
sector in 2020 will benefit from the Wells Fargo Championship, a 
PGA Tour event, and the Central Intercollegiate Athletic Associa-
tion’s basketball tournament.
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Percent of Inventory Under 
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Five-Year Occupancy Growth  
2015-2020

 Five-Year RevPAR Growth

Central Midwest

Kansas and Missouri Drive Gains, Luring 
Investors to Kansas City and St. Louis

Demand lifts occupancy in Kansas and Missouri, boosting RevPAR 
growth in Central Midwest. Tourist attractions and conventions in 
Kansas and Missouri are driving regional occupancy gains. In 2019, 
organizations such as Midwest Sports Productions and Digital Sum-
mit Marketing hosted conventions in Kansas, aiding region-leading 
occupancy and a RevPAR boost of 1.8 percent in 2019. Other events 
held in Missouri, including BransonCon and Missouri Council of the 
Blind Convention, elevated the state’s occupancy rate and supported 
the highest ADR in the region in 2019. Combined, both states have 
contributed to positive RevPAR gains for the Central Midwest and 
will likely continue to do so in 2020. Declining occupancy in Oklaho-
ma, which already has the lowest statewide average in the region, is 
restricting the region’s average occupancy improvement. Yet, as the 
region hosts conventions and completes anticipated venues, higher 
occupancy and ADR will elevate RevPAR across the Central Midwest 
for the 11th consecutive year.

Yield-driven investors find opportunity in Kansas City and St. 
Louis. The Central Midwest region attracts a diverse bidding pool as 
yields remain some of the highest nationwide, drawing both out-of-
state and local buyers. Kansas City and St. Louis led the region in 
investment activity, accounting for 32 percent of all trades in 2019. 
Investors may find the highest average first year yields in Kansas City 
with a cap rate of 12 percent and in St. Louis with a 10 percent cap. In 
addition to strong first-year returns, Missouri occupancy gains ele-
vated RevPAR improvement, generating investor demand. Missouri 
hosts an array of hotel property types as investors in the $1 million to 
10 million tranche sought economy hotels in the St. Joseph suburb 
in Kansas City and the Earth City/Riverport areas of St. Louis where 
cap rates can exceed other areas of the region. Buyers also targeted 
upper midscale and upper upscale hotels along the Interstate 29 
Corridor and in Northwest Johnson County of Kansas City.
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2020 Region Forecast
Supply growth will remain near the national 
average as approximately 6,500 rooms are 
underway throughout the Central Midwest. 
Oklahoma and Missouri will each receive 
more than 2,400 rooms and will account for 
the majority of deliveries in the region.

After a 10-basis-point increase in 2019, re-
gional annual occupancy will continue to rise 
this year to 58.0 percent.

The pace of ADR growth climbs from the 0.8 
percent gain recorded last year as the rate 
reaches $91.95 in 2020.

Occupancy and ADR  gains will elevate 
RevPAR growth this year as the average an-
nual rate will advance to $53.55.

Demand in Kansas City and St. Louis will 
likely fuel bidding for assets in Missouri, 
potentially elevating property values in 
prime locations. Buyers may find high yields 
in independent, upper midscale, and upper 
upscale hotel types built before the 1980s 
with 100 to 200 rooms. 

Supply 
up 1.7%

Occupancy
up 30 bps

ADR 
up 1.0%

RevPAR 
up 1.3%

Investment

2020 Regional Highlights

•	 This year, Kansas opened the much anticipated $210 million Wichita 
baseball stadium, which will likely draw visitors, aiding in occupan-
cy gains. The $160 million revitalization of downtown Salina, which 
includes the new American Classics Car Museum, will also support 
traveler demand in Kansas.

•	 In February, the Live! by Loews opened near the St. Louis Cardi-
nal’s Busch Stadium. The hotel will add much needed options for 
visitors of Ballpark Village, St. Louis’ main sports and entertain-
ment district that is going through a $260 million expansion.

•	 Oklahoma City delivered a new $288 million convention center con-
sisting of a 200,000-square-foot exhibit hall, 45,000-square-foot 
meeting space, and a 30,000-square-foot ballroom. The facility is 
located East of Scissortail Park and is contributing to an array of 
hosting possibilities likely to increase the rooms rented in the area.
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Five-Year Occupancy Growth  
2015-2020

 Five-Year RevPAR Growth

Florida

High Visitation Prompts Greater Supply as 	
Investors Look Toward the Southeast Coast

Strong demand drivers give way to elevated supply growth. 
The warm climate, scenic waterfronts, and global attractions keep 
drawing vacationers to Florida. Strong job creation nationally is 
supporting increased leisure travel while numerous conventions 
and corporate events sustain business travel. Together, total visi-
tation into Florida likely set a new record in 2019 and remains on 
an upward trajectory for 2020. The added hotel room demand will 
nevertheless fall short of elevated supply growth. The number of keys 
under construction, once completed, will expand the state’s existing 
inventory by 5.8 percent, one of the highest ratios in the country. The 
magnitude of future deliveries, joined with recent completions, will 
further weigh on occupancy and slow ADR and RevPAR growth after 
a subdued 2019. Miami and Orlando faced the most challenges last 
year, as occupancy and RevPAR declined in both markets. Tampa-St. 
Petersburg fared better, reporting a 110-basis-point increase in 
occupancy and a 3.4 percent gain in RevPAR. A larger development 
pipeline moving forward may moderate gains in 2020, however.

Investors shift focus to Miami-Dade, Broward and Palm counties. 
Softening property fundamentals may be prompting more investors 
to target assets near the picturesque beaches of southeast Florida. 
About 33 percent of all Florida hotel trades last year occurred in the 
area, up from 16 percent in 2017. Buyers from both inside and outside 
the United States are acquiring properties at premium venues on 
Miami Beach and Palm Beach at sales prices that can range above 
$400,000 per key. Investors seeking lower entry costs are turning 
toward Orlando and Jacksonville. The average sale price for those 
metros lie near $50,000 per room, reflecting the higher frequency of 
limited service hotels that change hands. Initial yields here fall gen-
erally in line with the state average cap rate of 9 percent.
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2020 Region Forecast
Florida’s hotel inventory will grow by an 
above-national pace again this year as more 
than 26,000 rooms are underway statewide. 
Another 21,000 keys will break ground 
within the next 12 months. About 70 percent 
of deliveries will be in Orlando, Miami and 
Tampa-St. Petersburg. 

After a 50-basis-point drop was recorded in 
2019, occupancy will decline to 72.0 percent 
this year. 

Following a deceleration in average daily rate 
growth last year, the average annual ADR will 
climb to $144.95 in 2020. 

A decline in occupancy paired with tempered 
ADR growth will keep RevPAR from advanc-
ing substantially in 2020, with the annual 
rate inching up to $105.68. 

Outside of southeast Florida, Tampa Bay is 
the most active area for hotel investment 
in the state. Higher service assets changed 
hands within the city of Tampa while buyers 
with up to $10 million to allocate found op-
portunities in the cities to the east and south.

Supply 
up 3.3%

Occupancy
down 40 bps

ADR 
up 0.7%

RevPAR 
up 0.3%

Investment

2020 Regional Highlights

•	 Super Bowl LIV came to Miami’s Hard Rock stadium in February. 
Sky-high demand from sports fans was projected to raise the city’s 
ADR to record levels. Historically, hosting a Super Bowl has been a 
major boon to hotels in host cities. In February last year Super Bowl 
LIII lifted Atlanta’s average ADR and RevPAR for the month by 29 
percent and 33 percent, respectively.

•	 The complete opening of Galaxy’s Edge last December is expect-
ed to bolster visitation to Disney World this year as Star Wars fans 
waiting to get the full experience schedule trips to the park.

•	 Work continues on the $2.8 billion expansion to Orlando Interna-
tional Airport. While the entire project will not be completed for a 
decade, 19 of the planned 60 new gates will open in 2021. The Orlan-
do airport is one of the top 10 busiest in the country, with more than 
23 million passengers boarding planes in 2018. 
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 Five-Year RevPAR Growth

Georgia

Revenue Gains Powered by Higher Rates 
Despite Occupancy Falling in Atlanta

Inventory additions on the horizon; revenue streams sustain 
growth trajectory. Georgia hospitality is on a solid foundation 
following a strong decade of hotel demand. From the beginning of 
2010 through the end of 2019, occupancy rose 1,500 basis points and 
RevPAR jumped 76 percent in the state. This surge has caught the 
eyes of developers, with the pipeline significantly fuller than it’s been 
for the majority of this cycle. Atlanta is receiving the bulk of deliver-
ables, which is putting some pressure on occupancy levels. In 2019, 
occupancy in the metro fell 40 basis points, which was the first drop 
since 2016. At the same time, RevPAR advanced 3.7 percent fueled by 
a 4.4 percent growth in ADR. These trends will hold true in 2020 on a 
state level; supply pressures may put downward pressure on occu-
pancy, but rate hikes will continue to aid revenue metrics. Demand 
for room nights will be supported by Atlanta-based conventions and 
sporting events as well as from expanded flight options to Savannah 
bringing more travelers to the Georgia coast.

Yield-driven investors widen search parameters beyond Atlan-
ta’s urban core. Competitive bidding for limited available assets is 
boosting asset values throughout the state. Investors chasing yield 
in Atlanta often target select service flagged hotels near the airport 
or limited service properties along Interstate 20 East. Here, assets 
are trading in suburbs such as Lithonia, Conyers and Covington with 
first-year returns near 10 percent, though cap rates vary by chain 
scale and location. Metros elsewhere in the state are also receiving 
investors’ attention, particularly Savannah, Augusta, and Columbus. 
In Savannah, limited service and independent hotels are favored, 
trading with cap rates in the 8 percent to 10 percent band. Buyers are 
willing to accept lower initial yields for select service flagged proper-
ties in Augusta and Columbus. These commonly change hands with 
cap rates in the 6 percent to 8 percent band. 
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2020 Region Forecast
The pace of development picks up, as 7,800 
rooms are being constructed and an addition-
al 10,400 keys are likely to break ground in 
the next 12 months. Three-quarters of proj-
ects underway are in Atlanta or Savannah.

Room demand remains strong yet unable to 
keep pace with heightened deliveries as occu-
pancy falls to 65.1 percent in 2020. Last year, 
a 10-basis-point drop was registered. 

The average daily rate will move up to $111.12, 
rising by the largest margin since 2016. In the 
previous year, the rate ticked up 3.4 percent.

The jump in average daily rate outweighs the 
decline in occupancy, uplifting RevPAR to 
$72.34 in 2020. This will be the 11th straight 
year that RevPAR advances at least 3 percent. 

Many investors continue to search for lower 
entry cost assets in vacation towns along the 
southern Atlantic coast. Economy hotels in 
cities such as Brunswick and Kingsland are 
favored, often changing hands with first-year 
returns in the 11 percent to 12 percent range. 

Supply 
up 2.1%

Occupancy
down 20 bps

ADR 
up 3.6%

RevPAR 
up 3.1%

Investment

2020 Regional Highlights

•	 In April, Atlanta will host the NCAA Men's Basketball Final Four at 
Mercedes-Benz Stadium. The Division II and III Men's Basketball 
Championships will also be held there during the same weekend. 
The last city to host all three national championships was also At-
lanta back in 2013. 

•	 The Savannah/Hilton Head International Airport is rapidly grow-
ing, in part due to Allegiant Air's commitment. In 2018, Allegiant 
invested $50 million to establish a base of operations at the airport 
and has been steadily adding flights. The airline recently announced 
plans to add five new non-stop destinations in 2020, including Chi-
cago and Houston. 

•	 Expansion of the Georgia World Congress Center in Atlanta com-
pleted earlier this year, ahead of schedule. The 100,000 additional 
square feet brings the center’s total convention space to nearly 1.4 
million square feet, among the top five largest in the nation. 
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Gulf Region

Alabama Takes Center Stage in Growth; 
Louisiana Encounters More Construction

Tourism and economic activity lift prospects. Steadily rising visitor 
counts at tourist destinations in Alabama, Louisiana and Missis-
sippi are bolstering demand for hotel rooms in the Gulf. Expanding 
economic activity at logistical hubs such as Gulfport and Mobile are 
also drawing business travelers, supporting an overall increase in 
occupancy, ADR, and RevPAR for the region this year. Among the 
Gulf states, Alabama is leading revenue growth, starting 2020 with 
cycle-high occupancy and RevPAR up more than 5 percent since 
2018. In Louisiana, hotel fundamentals are being weighed down nu-
merous new rooms in development. The pipeline is concentrated in 
New Orleans, where 1,200 keys are under construction and another 
1,600 rooms are expected to break ground before 2021. Arkansas and 
Mississippi will also have an increased slate of rooms entering devel-
opment within the next 12 months, which may create headwinds for 
hotel performance in the future.

Transaction velocity holds steady as cap rates elevate. While over-
all transaction velocity has remained largely the same year over year, 
investors realigned their acquisition strategy for the Gulf in 2019, 
shifting their focus toward higher-yield assets in Louisiana and Mis-
sissippi. The change in sales composition drove the regional average 
first-year return into the low-10 percent range, up roughly 200 basis 
points from 2018. Deal flow has been elevated in Tunica and DeSoto 
counties, adjacent to Memphis, as investors seek renovation opportu-
nities and economy hotels with access to the city. In Louisiana, Baton 
Rouge and New Orleans keep center stage, capturing large portions 
of the region’s transaction velocity. New Orleans assets maintain 
cap rates 100 basis points lower than the region average. Little Rock 
experienced a flurry of properties trading hands in 2018 but has 
stepped back over the previous year as investors shifted toward more 
value-oriented select service and limited service assets. 
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2020 Region Forecast
Approximately 5,500 hotel rooms are under 
construction in the Gulf, concentrated in 
Mississippi and Louisiana, with 1,700 and 
1,500 keys, respectively. Across all four states, 
11,000 rooms are expected to break ground 
within the next year. 

Following a 70-basis-point increase in 2019, 
occupancy in 2020 will rise to 60.6 percent, 
due to in part to a smaller construction pipe-
line than in previous years.  

Average daily rate growth will temper slightly 
in 2020, slowing from a nearly 1 percent gain 
in 2019, helping settle ADR at $96.40. 

RevPAR will advance by a slightly more 
moderate pace in 2020, slowing from the 2 
percent gain that occurred in 2019 and end-
ing 2020 at $58.87. 

Investors in the Gulf Region have targeted 
upper midscale assets primarily in Louisiana 
and Alabama. Limited service properties 
are favored in Louisiana as well, while select 
service hotels in Arkansas were also sought 
by investors. 

Supply 
up 1.2%

Occupancy
up 50 bps

ADR 
up 0.7%

RevPAR 
up 1.4%

Investment

2020 Regional Highlights

•	 Alabama will be home to a variety of events in 2020 that will bring 
additional visitors to the region. The NCAA’s SEC Conference will  
hold their baseball championships in Hoover, where attendance has 
been growing. A contract extension will keep the event in Hoover 
until at least 2021. Additionally, Birmingham will host the Frontier 
Conference, an industrial innovation convention, in April. 

•	 Louis Armstrong New Orleans International Airport opened a new 
terminal in November of 2019, adding additional capacity that bet-
ter equips the facility to handle the increasing tourist traffic flowing 
to the region. Other airports in the Gulf are also undergoing up-
dates. In Little Rock, $60 million is being deployed to Clinton Na-
tional Airport, aiming to improve safety and efficiency. 

•	 New Orleans hosted the NCAA College Football National Champi-
onship between Louisiana State University and Clemson Universi-
ty in January, increasing demand for hotels over the event weekend.
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Percent of Inventory Under 
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Five-Year Occupancy Growth  
2015-2020

 Five-Year RevPAR Growth

Mid-Atlantic

Most Pricing Power in Smaller Markets;
Less Construction Aids Revenue Growth 

Delaware leads region with strong RevPAR growth. Consecutive 
record-breaking years in visitation to Pennsylvania, New Jersey and 
Delaware support the need for hotels in the Mid-Atlantic region. 
Property performance improved the most last year in Delaware, aid-
ed by the draw of scenic beachside towns and minimal construction. 
A 120-basis-point jump in occupancy pulled RevPAR up 3.5 percent 
for the year, well above regional and national averages. The state’s 
outlook for 2020 is bright as well, with fewer than 400 rooms under 
construction. The region’s largest hotel market, Philadelphia, faced 
more challenges. The metro’s average annual occupancy level under-
went a 120-basis-point correction last year after climbing 260 basis 
points in 2018. Despite higher room availability, ADR increased at a 
fairly consistent pace, aided by the opening of luxury properties such 
as a Four Seasons atop the Comcast Technology Center skyscraper. A 
contracting construction pipeline moving forward should assist oper-
ational metrics in the year ahead. Philadelphia’s recuperation paired 
with robust occupancy and revenue growth in Delaware should 
contribute to enhanced regional performance this year. 

Investors maintain focus on Philadelphia. After an elevated 2018, 
overall sales velocity modestly slowed in the Mid-Atlantic last year. A 
higher concentration of trades on the lower end of the price spectrum 
contributed to an overall dip in the average sale price per room, while 
the average cap rate climbed from the low-8 to mid-8 percent band. 
About half of the region’s hotel transactions still took place in Phila-
delphia, in line with previous years, despite softening fundamentals 
in the market. Spanning parts of Delaware, suburban Pennsylvania 
and southern New Jersey, the metro offers investors a wide range of 
products and settings. Buyers seeking lower entry costs found limited 
service options in less urban areas while those looking for hotels 
higher on the chain scale found opportunities in denser places such 
as King of Prussia and Atlantic City.
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* Forecast  

Sources: CoStar Group, Inc.; STR, Inc.; 

Real Capital Analytics

Mid-Atlantic

$50

$60

$70

$80

$90

Full-Year Revenue Measures
RevPARADR

O
cc

up
an

cy
 R

at
e

Annual Occupancy
Region U.S.

R
evPA

RA
D

R

19181716

19181716

60%

63%

66%

69%

72%

$0

$35

$70

$105

$140

Development Trends
20202019

Rooms (thousands)

0 1 2 3 4

Pittsburgh

Harrisburg

Philadelphia

20*

20*



2020 Region Forecast
The pace of construction across the Mid-At-
lantic, already one of the slowest among 
regions, is receding further in 2020. About 
6,500 hotel rooms are underway. An ad-
ditional 3,500 keys are expected to break 
ground within the region’s major hospitality 
markets over the next 12 months.

Less construction activity will keep occupan-
cy from dropping below 63.5 percent this year 
after declining 80 basis points in 2019. 

The annual ADR will advance by a similar 
margin as last year’s 1.7 percent increase to 
achieve $125.90 in 2020.

Rising ADR will offset the drop in occupancy 
to support a gain in RevPAR to $80.85. Last 
year, the rate inched up 0.5 percent. 

Investors seeking first-year returns up to 
100 basis points above the region’s average 
sustain demand for assets in central Pennsyl-
vania towns such as Hershey and Pittsburgh. 
Older unflagged hotels along the southern 
New Jersey waterfront can also change hands 
at similarly high cap rates. 

Supply 
up 1.5%

Occupancy
down 40 bps

ADR 
up 1.5%

RevPAR 
up 1.0%

Investment

2020 Regional Highlights

•	 A five-year project to extend one of the runways at Philadelphia 
International Airport was completed in late 2019. Now able to ac-
commodate larger planes used in international flights, the longer 
runway should boost passenger travel in 2020. New taxiways will 
also help to alleviate congestion and improve overall efficiency. 

•	 Recent regulations placed on short-term rentals in Jersey City are 
anticipated to reduce the use of stay-sharing programs such as 
Airbnb and VRBO in the area. New York-bound travelers, seeking 
affordable lodging on the periphery, will likely turn to local hotels.

•	 The legalization of sports betting has been a success for New Jersey 
casinos on the digital front. Gamblers going online to place sports 
bets also engaged with virtual casinos, boosting internet gaming 
revenue to record levels. At the same time, the on-premise business 
at casino-hotels fell, stunting RevPAR gains in the state. 
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Percent of Inventory Under 
Construction as of December 2019

Five-Year Occupancy Growth  
2015-2020

 Five-Year RevPAR Growth

Mid South

Smaller Markets Excel as Nashville Rapidly 
Adds Inventory; Buyers Reevaluate Criteria

Tennessee spearheads healthy regional performance. Strong 
room demand is driving considerable occupancy and RevPAR gains 
throughout the Mid South region. The state of Tennessee continues 
to be at the forefront, posting a 70-basis-point jump in occupancy 
and a 3.7 percent growth in RevPAR last year. While Nashville has 
dictated the state's rapid improvement over the past decade, the met-
ro’s positive gains across performance metrics in 2019 actually fell 
shy of Tennessee’s progress on a state level as business and tourism 
elevated traffic statewide. More than 10 million people visit Memphis 
annually, drawn in by business-related events, live music, soul food 
and historical sites. Additionally, the Great Smoky Mountains Na-
tional Park recorded 12.5 million visitors in 2019, up 10 percent from 
the previous year. Outside Tennessee, Kentucky regained positive 
momentum last year, posting a 30-basis-point rise in occupancy and 
a 2.8 percent RevPAR advancement after both metrics dropped in 
2018. The regional construction pipeline is limited outside of a wave 
of development coming to Nashville, supporting another solid year 
for Mid South hotels in 2020. 

Aggressive bidding places upward pressure on property values. 
The average price per room for properties traded in 2019 was the 
highest it’s been since at least 2013, as buyers placed competitive bids 
for available assets. The bulk of trades are in Nashville, where out-
of-state investors pay $400,000 per room and higher for downtown 
hotels. Those seeking more obtainable assets target limited service 
hotels in surrounding suburbs, which often trade near $55,000 per 
room with initial yields in the 9 percent to 10 percent clip. Lexington 
is also luring a wave of investors, with many concentrating on flagged 
hotels downtown. These frequently trade with first-year returns in 
the 7 percent to 8 percent range, varying by location and chain scale. 
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2020 Region Forecast
Between the two states nearly 10,000 rooms 
are under construction, roughly 60 percent of 
which are in the Nashville metro. During the 
next 12 months an additional 12,000 rooms 
are likely to break ground regionwide. 

Building on last year’s 60-basis-point jump, 
occupancy will increase to 63.8 percent in 
2020 on the back of rising visitation totals.

The average daily rate will increase to $114.12 
after moving up 2.5 percent in the previous 
year. This will be the 10th straight year that 
the growth margin exceeds 2 percent. 

Solid gains to ADR and occupancy boost 
RevPAR to $73.61 in 2020. Over the trailing 
10 years RevPAR has moved up by an average 
of 6.2 percent annually. 

Rising property values may prompt more 
owners to consider placing their properties 
on the market. The wave of development 
coming to Nashville may also lead longtime 
holders to adjust their portfolio and target 
other markets in Tennessee such as Memphis 
and Chattanooga. Here, flagged hotels often 
trade with first-year returns in the 9 percent 
to 10 percent range. 

Supply 
up 2.8%

Occupancy
up 40 bps

ADR 
up 2.3%

RevPAR 
up 3.0%

Investment

2020 Regional Highlights

•	 The Chattanooga Metropolitan and Nashville International airports 
are among the fastest growing in the country. Annual passenger vol-
ume at both airports increased by more than 40 percent in the four 
years between 2014 and 2018. New plans to expand flight options at 
both facilities will further boost room demand in the coming years.

•	 Lexington Convention Center is currently under renovation, sched-
uled to be completed in 2021. Once finished, the center will have 
100,000 square feet of exhibition space and 29,000 square feet of 
meeting space. This could be a boon for nearby hotels as more con-
ventions and business conferences are held in Lexington. 

•	 Efforts to increase international tourism are paying off in Tennessee. 
From 2013 through 2018 international visitation increased by 24 
percent, which is aiding occupancy levels as foreign tourists often 
seek overnight lodging and stay for longer durations. 
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Percent of Inventory Under 
Construction as of December 2019

Five-Year Occupancy Growth  
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 Five-Year RevPAR Growth

New York

New York City’s Supply Gains Weigh on 
State's Occupancy and Revenue Growth

Hotels in New York’s smaller markets outperform supply test in 
New York City. An estimated 67 million people visited New York 
City last year. The record level of travel was insufficient to push hotel 
demand above supply additions, however. The city’s occupancy rate 
dropped 100 basis points in 2019, pulling RevPAR down by 3.5 percent. 
The pipeline of future hotel deliveries is starting to decline, but at 
over 7 percent of existing inventory, development will continue to 
drag on performance in the short term. Softening international travel, 
impacted by health concerns in Asia, will also contribute to a decline in 
hotel occupancy and revenue in 2020. The state’s other major lodging 
markets should fare better as hotel construction is less prevalent. Few-
er than 1,300 keys are underway across Albany, Buffalo and Rochester, 
less than 10 percent of New York City’s pipeline. The more modest 
slate of openings bode well for existing hotels in smaller markets, but 
the supply-induced challenges to be overcome in New York City will 
skew state-level performance.

Marquee hotels change hands in New York City as private inves-
tors look north. Transaction velocity across New York moderated in 
2019, in line with national trends, yet the state remains a prominent 
investment market among both private and institutional buyers. 
New York City led all other nearby markets in total sales velocity as 
institutions sought hotels in one of the country’s premier tourist 
destinations. Buyers favored select and full service hotels with more 
than 100 rooms in highly trafficked neighborhoods such as Times 
Square at sales prices above $200,000 per key. Private investors with 
fewer than $10 million in available capital looked outside Manhattan 
to smaller metros such as Albany, Syracuse, and Buffalo. Here, limited 
service properties changed hands at sale prices under $50,000 per 
room and cap rates reaching above 10 percent. 
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2020 Region Forecast
The construction pipeline across New York 
is beginning to moderate, but at over 15,000 
keys underway, it is still the fourth-largest 
slate of any state in the country. Another 
6,500 rooms are expected to break ground in 
the next 12 months.  

Following a 40-basis-point decline in 2019, 
occupancy will fall by a smaller margin this 
year to 73.9 percent, returning to the same 
value reported in April 2018.

Supply additions will outpace new room 
demand to push the average daily rate below 
the $200 threshold for the first time since 
February 2018.

Declining occupancy and ADR will combine 
to push RevPAR down to $147.29 in 2020, 
following a 1.9 percent drop last year.

The Great Lake coasts continue to appeal 
to private investors, led by sales of sub-200-
room unflagged and limited service hotels in 
Buffalo and Rochester. Recent trades in those 
areas reported cap rates in the 10 percent to 
12 percent zone.

Supply 
up 3.4%

Occupancy
down 20 bps

ADR 
down 1.8%

RevPAR 
down 2.2%

Investment

2020 Regional Highlights

•	 New York City Mayor Bill de Blasio has directed the Department of 
City Planning to consider prohibiting “as-of-right” hotel develop-
ment. No concrete actions have been taken, but such a citywide re-
quirement would likely lead to the further contraction of the hotel 
construction pipeline in the metro.

•	 New York City is the leading destination in the United States for in-
ternational arrivals, with China as the second most common country 
of origin after Canada. Canceled flights and other travel restrictions 
resulting from the spread of the coronavirus early this year will weigh 
on overall performance.

•	 The competition for distinct experiences has emphasized the im-
portance of wine tourism in New York, the third largest wine-pro-
ducing state in the country. As only a minority of sales are made at 
retail, tasting rooms drive a substantial amount of local business. 
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 Five-Year RevPAR Growth

North Central

Investment Strategies Shift as Michigan 
Faces Headwinds and Ohio Outperforms

Momentum in Ohio is not enough to overcome losses in Michigan. 
Occupancy and RevPAR rose in Ohio this past year, while the other 
two states in the region faced challenges. Ending 2019, occupancy 
in Ohio was up for the third straight year. The 140-basis-point jump 
during that span facilitated a RevPAR advancement of 5.5 percent. 
Metrics in Michigan moved in the opposite direction in 2019, as the 
160-basis-point occupancy drop snapped a streak of nine consecutive 
annual increases. During this cycle, Michigan hotels greatly outper-
formed regional averages, so last year’s losses may be a realignment 
following the rapid improvement rather than a long-term distur-
bance. Similar to Michigan, occupancy in Indiana fell in 2019; how-
ever, growth in ADR held RevPAR stable. A similar regional perfor-
mance is expected in 2020 as the construction pipeline, while sizable, 
is well dispersed among the three states. The two markets that will 
see the largest change in inventory following completion of projects 
under construction are Columbus and Indianapolis. Demand drivers 
such as conventions and sporting events that bring overnight visitors 
to these metros should assist occupancy and revenue gains.

Array of investment opportunities exist throughout the North 
Central region. Investors are lured by relatively low entry costs, 
despite recent setbacks in performance metrics. Many target urban 
cores, particularly Indianapolis and Columbus. Buyers favor flagged 
hotels in these metros, which have traded at an average of $70,000 
per room, though prices vary by chain scale and vintage. Investors 
looking for lower price points with the potential to outperform 
following minor property improvements search throughout the state 
of Ohio. They often find limited service properties built in the 1980s 
or 1990s in Canton or Toledo for an average price per room around 
$30,000, a steep discount to the regional average. 

IN

MI

OH

Detroit

Indianapolis

Columbus

Cleveland

Percent of Stock Under Construction

0%-3% 3%-6% 6%-9% 9%+

Grand Rapids

Hotel Sales

A
ve

ra
ge

 P
ri

ce
 p

er
 R

oo
m

 (0
00

s)

1918171615
$0

$20

$40

$60

$80

2020 Demand Growth

2.0% Year-over-Year Room Nights

4.3%  

10 bps 

9%

States: Indiana, Michigan and Ohio



31

s 2019 = recent openings; 2020 = under construction as of December 2019

* Forecast  

Sources: CoStar Group, Inc.; STR, Inc.; 

Real Capital Analytics

North Central

$0

$25

$50

$75

$100

Full-Year Revenue Measures
RevPARADR

O
cc

up
an

cy
 R

at
e

Annual Occupancy
Region U.S.

R
evPA

RA
D

R

19181716

19181716

58%

61%

64%

67%

70%

$40

$60

$80

$100

$120

Development Trends
20202019

Rooms (thousands)

0 1 2 3 4

Cleveland

Grand Rapids

Indianapolis

Columbus

Detroit

20*

20*



2020 Region Forecast
Across the region, 15,200 rooms are under-
way, and an additional 19,100 doors are likely 
to break ground over the next 12 months. Of 
the rooms currently being constructed, De-
troit leads all markets with 2,600 keys, while 
Cleveland has just 250 rooms underway.

Regional occupancy will drop to 60.1 percent 
in 2020 following a 50-basis-point decline in 
the previous year. 

In 2020, the average daily rate moves up to 
$102.87, yet this margin of annual growth 
falls shy of the 3.2 percent cycle average.

Declining occupancy levels and minimal 
gains to daily rates will weigh on revenue this 
year. RevPAR is expected to move down to 
$62.09, dropping for the first time since 2009.

After many investors rode the wave of surging 
revenue gains in Detroit throughout this cy-
cle, some will place properties on the market 
as they reevaluate their strategies following a 
sluggish year. This will open the door for new 
investors to enter, while sellers transfer their 
returns into other assets or hotels in nearby 
major markets. 

Supply 
up 2.5%

Occupancy
down 30 bps

ADR 
up 0.3%

RevPAR 
down 0.6%

Investment

2020 Regional Highlights

•	 In April, the city of Indianapolis will host an inaugural Global Eco-
nomic Summit, a three-day international business conference ex-
pected to draw hundreds of attendees. The event, being held at the 
Indiana Convention Center and the Westin Indianapolis, may bring 
more attention and conferences to the area in the future. 

•	 FC Cincinnati, a MLS expansion team established in 2019, is prepar-
ing to move into the new West End Stadium when it is completed in 
2021. The team currently plays on the grounds of the University of 
Cincinnati. Demand for room nights linked to these fans will shift 
across the metro as this transition materializes.

•	 Cleveland and Indianapolis are attracting major sporting events, 
which will draw more overnight visitors to the cities. Over the next 
two years these metros will host the NBA All-Star Game, the NFL 
Draft, the NCAA Men's Basketball Final Four, Olympic team trials, 
and various other youth and collegiate competitions. 
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Northeast

Hotel Performance Improves in Smaller 
Metros as Growth Abates in Massachusetts

Revenues advance in smaller cities as Boston faces supply chal-
lenges. Hotel room occupancy and revenue across the Northeast 
region walked back from record levels during the second half of 2019, 
weighed down by softer performance in Boston. A greater number of 
room openings interrupted occupancy and ADR gains in the region’s 
largest hospitality market, failing to meet the high bar set a year prior 
when the Boston Red Sox’s World Series victory boosted visitation. 
Outside of Boston, hotel performance metrics improved in multiple 
states, especially in Vermont and Maine. As the majority of the de-
velopment pipeline is concentrated in Boston, existing hotels in the 
region’s smaller markets are benefiting from less new competition. 
Regional performance metrics, however, will continue to be directed 
by how hotels perform in Massachusetts and Boston, more specifical-
ly. An active development slate of more than 3,000 keys will continue 
to drag on hotel operations in the short term.

Boston leads institutional trades as private investors target small-
er markets. Softening hotel fundamentals may moderate transaction 
velocity in 2020 after activity also tempered in 2019. Investment 
opportunities were found across the region last year, although the 
Boston metro area continued to report the most trades. Institutional 
investors obtained top-tier unflagged and luxury hotels within the 
city of Boston at sales prices above $500,000 per room and cap rates 
under 4 percent. Investors looking to allocate less than $15 million 
targeted properties in the surrounding Boston suburbs at entry 
costs a little above $100,000 per key and initial yields around mid-6 
percent. Assets in the $1 million to $10 million tranche often changed 
hands in southern Connecticut, Rhode Island, and Maine. Hotels 
here traded at initial first-year returns around the region average of 
low-9 percent at sub-$100,000 per key sale prices.
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2020 Region Forecast
About 5,300 rooms are under construction 
across the Northeast region, with nearly 
5,200 more keys to break ground within the 
next year. Massachusetts has the largest 
delivery pipeline at 3,720 rooms underway, 
followed by Connecticut with 520 rooms.

The region’s occupancy rate will decline to 
63.7 percent in 2020, down 150 basis points 
from the record high achieved in 2018.

Lower occupancy will interrupt growth in 
ADR, which will dip to $152.00 this year fol-
lowing a mild 0.6 percent increase in 2019.

Falling occupancy paired with a slight cut-
back in ADR will pull annual average RevPAR 
for 2020 down to $100.24, extending the 0.5 
percent drop from the year before.

A handful of private buyers seeking low-cost 
entry points into the market with upside 
potential via renovation found opportunities 
in Old Orchard Beach, Maine. Hotels built be-
fore 1980 with fewer than 50 rooms changed 
hands at sales prices below $80,000 per room  
and cap rates well above core locations.

Supply 
up 1.7%

Occupancy
down 80 bps

ADR 
down 0.5%

RevPAR 
down 1.6%

Investment

2020 Regional Highlights

•	 Maine’s upcoming bicentennial celebration along with a growing 
arts and crafts scene and picturesque landscape have helped distin-
guish the state in travel magazines, supporting rising visitor counts.

•	 New Hampshire hotels likely experienced a surge of demand in 
February when the state held its primary for the 2020 presiden-
tial election. In past election years, the state’s average ADR and 
RevPAR increased by as much as 38 percent during the month the 
primaries were held. 

•	 Traditional hotels in Boston will benefit from a crackdown on short-
term rentals. New regulations require hosts to register with the 
city to prevent the use of investor units — properties designed to be 
residential that are used primarily for short-term housing. At one 
point Airbnb had 4,000 listings in the city. As of December, fewer 
than 1,000 short-term rentals had been approved.
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Northwest

Smaller Markets Drive Regional Gains; 	
Property Values Climb to Record Levels

Hotel demand heightens in the Rocky Mountains and Great Plains 
while supply pressure persists in the region’s primary metros. 
The Northwest recorded sizable ADR and RevPAR growth from 
2011 to 2017 as hotel demand significantly escalated in the region. 
While gains have moderated since, daily rates and hotel performance 
metrics sat at historically high levels entering 2020, supported by 
improving annual occupancy rates in four of the region’s five states 
in 2019. During that 12-month span, Wyoming recorded a 510-ba-
sis-point jump, while annual occupancy dipped slightly in Washing-
ton as increased construction activity weighed on demand. Similar 
conditions are projected for this year as Seattle and Portland contin-
ue to be impacted by new supply, with 3.8 percent and 5.9 percent of 
each metro's inventory underway, respectively. Heightened devel-
opment in these markets will impact hotel performance in Wash-
ington and Oregon, yet occupancy and RevPAR in the Northwest 
will improve, as increased traffic to national parks and ski resorts in 
Wyoming, Montana, and Idaho bolster regional fundamentals. 

Buyer pool expands as double-digit returns and solid fundamen-
tals drive deal flow. Heightened investor competition for indepen-
dent and limited service hotels in rural locales and larger cities has 
positively impacted asset values, with average pricing in the region 
up by nearly 20 percent over the past year. While property valuations 
have risen rapidly, hotels with less than 100 rooms remain available 
for $1 million to $3 million in Idaho, Montana, and Wyoming. Here, 
lodging facilities near recreational activities, colleges, and major 
transportations routes provide buyers with 12 percent-plus yields. 
Buyers seeking a greater mix of property types in more urban areas 
comb the Seattle and Portland metros, accepting cap rates in the 
high-4 and mid-5 percent range for limited and select service assets.
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2020 Region Forecast
More than 7,300 rooms are under construc-
tion throughout the region and an additional 
10,500 rooms are expected to break ground 
within the next 12 months. Roughly 55 per-
cent of the rooms currently underway are in 
either the Seattle or Portland metros.

Following a 70-basis-point increase last year, 
annual occupancy in the Northwest climbs to 
65.4 percent in 2020.

The average daily rate adjusts nominally for 
a third straight year, dipping to $121.81. In 
2019, a rise of 0.4 percent was recorded. 

Steady improvements in occupancy and a 
stable average daily rate will lift RevPAR to 
$81.63. This slight uptick will trail last year’s 
gain of 1.2 percent. 

Montana's Glacier Park International Airport 
recorded a 15 percent rise in passengers last 
year, warranting the $100 million terminal 
expansion slated to break ground in 2020. 
Future increases in flights and passenger 
numbers should heighten investor competi-
tion for smaller hotels along Highway 93. 

Supply 
up 1.7%

Occupancy
up 50 bps

ADR 
down 0.3%

RevPAR 
up 0.4%

Investment

2020 Regional Highlights

•	 In June, British Airways will offer nonstop flights from London to 
Portland five days a week. These arrivals should increase the met-
ro’s international visitor count, aiding local hotels.

•	 The Port of Seattle extended its 2020 cruise season from April 1 to 
October 19. As part of this expansion, Norwegian Cruise Line will 
bring a third ship, the Norwegian Sun, to the port. The vessel will 
sail 11-day Alaskan cruises, bringing additional visitors to the city. 

•	 Rapid population growth and the proximity to luxury ski resorts and 
Yellowstone National Park has triggered an uptick in Bozeman, 
Montana, hotel development. Marriott, Residence Inn and Hilton 
are each constructing or planning properties in the city. 

•	 A 1.4 million-square-foot expansion of the Washington State Con-
vention Center in Seattle is underway and estimated to be complet-
ed before the end of 2021.
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Southwest

Las Vegas Prepares for NFL Team's Impact; 
Travelers Flocking to the Southwest 

Phoenix and Denver spearhead strong regional performance. 
Leisure travelers continue to be drawn to the Southwest for warm 
weather getaways and outdoor recreational activities. In addition 
Phoenix, Salt Lake City, Las Vegas and Denver are all adding jobs at a 
faster rate than the national average, supporting more business-re-
lated travel. Stout demand for room nights will facilitate a rise in oc-
cupancy for the eighth consecutive year in 2020, up 970 basis points 
in that span. Phoenix and Denver are outperforming regional averag-
es in nearly all performance metrics. Both metros posted occupancy 
increases of at least 100 basis points and RevPAR gains exceeding 4 
percent in 2019. The 2020 pipeline remains in check for these two 
markets, supporting a promising future outlook. On the other hand, 
developers are active in Las Vegas, with 9,200 rooms currently being 
constructed. This expansion may be necessary relief as Las Vegas’ 
occupancy was up 40 basis points on the year near the end of 2019 to 
a national high of 88.4 percent. With an NFL team moving in, draw-
ing new overnight visitors from Oakland and opposing teams, tight 
conditions will likely persist through sizable additions to inventory.

Buyers scanning the Southwest for high-yielding assets. Limit-
ed listings in the major markets compressed regional transaction 
velocity by 30 percent in 2019. Positive performance trends will keep 
investor interest high, and many will adjust their criteria to chase 
yield outside of the larger metros. Buyers seeking lower entry costs 
and higher initial returns will concentrate in on Albuquerque and 
Reno, with many targeting aged assets that can raise rates following 
property improvements. In Albuquerque, the bulk of recent trades 
have been pre-1980 builds with fewer than 200 rooms, carrying first-
year returns as high as 10 percent. In Reno, buyers are favoring inde-
pendent hotels, which have been trading at an average of $45,000 per 
room, offering nearly a 50 percent discount to the regional average.  
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2020 Region Forecast
Roughly 19,500 rooms are under construction 
throughout the region. Almost half of this 
total is located in Las Vegas. During the next 
12 months, approximately 21,800 additional 
rooms will break ground, with a larger share 
headed for Denver and Salt Lake City. 

The 60-basis-point jump last year will be 
built on in 2020 as the average occupancy 
rises to 68.7 percent. 

Rising occupancy facilitates an ADR gain that 
surpasses 2 percent for the second consecu-
tive year, reaching $126.12 in 2020.

Steadily growing daily rates and occupancy 
levels combine to boost RevPAR to $86.84 
this year. The metric is advancing at nearly 
six times the national average. 

Arizona’s employment and tourism growth 
attract a diverse buyer pool. Many pursue 
hotels in Phoenix near entertainment venues 
and the airport. The average cap rate has 
been around 7 percent for these assets. Oth-
ers look to Sedona and Flagstaff, where initial 
yields 200 basis points higher can be found.

Supply 
up 2.1%

Occupancy
up 70 bps

ADR 
up 2.8%

RevPAR 
up 3.8%

Investment

2020 Regional Highlights

•	 Denver International Airport is currently undergoing a $1.5 billion 
expansion that will add 39 new gates. Southwest and United Air-
lines both announced plans to expand their presence at the airport 
as the city’s location is a gateway to the West Coast. The increase 
in passengers will likely boost demand for rooms near the airport. 

•	 The National Football League will be heavily invested in transform-
ing Las Vegas into a football city this year. In April, the three-day 
long NFL draft will be hosted at the Strip, bringing in fanatics from 
across the world. Later in the year, Las Vegas Stadium will become 
the new home of the formerly known Oakland Raiders. 

•	 The first phase of the $4.1 billion expansion to Salt Lake City Inter-
national Airport, announced in 2014, will commence in September. 
Delta Airlines plans to increase direct flights to Asia, with more in-
ternational travelers likely to aid room demand.
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Texas

Diverse Buyer Pool Active Statewide;
Dallas and Austin Face Supply Headwinds

Elevated development weighing on rates and revenue. Acceler-
ating business-related travel remains the major tailwind for room 
demand in major Texas markets this year. More people seeking over-
night accommodations as they travel for interviews and meetings 
will aid a rise in occupancy this year to its highest level since 2014. 
This occupancy hike, however, won’t translate to revenue growth as 
daily rates ease amid heightened development activity. More than 
8,300 rooms are under construction in Dallas/Fort Worth, the largest 
volume among major Texas markets. Additionally, the 5,000 rooms 
underway in Austin will increase market inventory by over 10 percent 
upon completion. Houston and San Antonio will be less constrained 
by supply-induced headwinds in 2020. Alamo City sustains steady 
demand from the yearly inflow of tourists, while demand drivers be-
hind Bayou City hotels are a bit more volatile and tied to the energy 
industry. In 2019, ADR and RevPAR each dropped by more than 3 
percent in Houston, although the market is still normalizing follow-
ing the Hurricane Harvey demand surge. 

Investment strategies vary across the state. The employment hubs 
of Dallas/Fort Worth and Houston garner notable buyer attention. 
In Houston, many target upper midscale and upscale properties 
built within the past 20 years, which often trade near $100,000 per 
room. Those seeking lower entry costs often concentrate on limited 
service assets in north Dallas suburbs, where price points are around 
$40,000 per room with cap rates in the low-7 percent to mid-8 
percent range. Along the coast, steady demand from visitors has 
investors eying hotels on islands east of Corpus Christi. Competitive 
bidding for these assets has swelled sale prices, and many buyers are 
turning favor toward more obtainable economy hotels inland.  
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2020 Region Forecast
Construction activity remains elevated in 
Texas as roughly 23,600 rooms are currently 
underway, 75 percent of which are located 
within Dallas/Fort Worth, Austin or Houston 
metros. An additional 34,300 keys are likely 
to break ground during the next 12 months. 

Building on a 10-basis-point rise last year, 
occupancy reaches a six-year high of 65.3 
percent in 2020. 

For the second straight year the average daily 
rate will drop in Texas. In 2020, ADR will fall 
roughly 65 cents to $103.45.

Revenue will be negatively impacted by the 
drop in ADR. This year RevPAR falls for the 
second straight year to $67.65, less than the 
0.8 percent ease in 2019. 

Hotels in San Antonio lure more investors as 
performance trends are solid and the pipeline 
is limited for 2020. Economy and indepen-
dent hotels in the urban core are the focal 
point for many buyers. These types of assets 
have commonly traded with initial yields in 
the 8 percent to 10 percent band. 

Supply 
up 2.8%

Occupancy
up 30 bps

ADR 
down 0.6%

RevPAR 
down 0.3%

Investment

2020 Regional Highlights

•	 Room demand in Austin will benefit from sports-related expansions. 
The United States Tennis Association is establishing a headquar-
ters at the $1.5 billion Indigo Ridge project in Cedar Park, which 
will have 40-plus courts and host competitions and camps upon fi-
nalization. Additionally, MLS expansion team Austin FC will begin 
play in 2021 at a stadium being constructed in north Austin. 

•	 Several Texas airports are expanding international flight options, 
which could be a boon for hotels as travelers seek overnight ac-
commodations. DFW International Airport will offer new nonstop 
flights to Dublin and Munich, while Austin-Bergstrom Internation-
al Airport will add direct flights to Paris and Amsterdam in 2020.

•	 The cultural and artistic tourism appeal of Houston will be enhanced 
by the 2020 finalization of the Museum of Fine Arts following an 
eight-year $450 million transformation project. 
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Upper Midwest

Western States Quietly Shine as Larger 
Markets Lure Investors and Developers 

Smaller markets, less populated states driving force behind rising 
regional occupancy. Among the seven states in the region, North 
Dakota led the way in 2019 with a 420-basis-point jump in occu-
pancy and a 9.2 percent increase in RevPAR. Nebraska and South 
Dakota also each posted occupancy gains exceeding 200 basis points 
and RevPAR advancements surpassing 2.5 percent. Construction 
activity in these three states has fallen behind major markets in the 
Upper Midwest region, aiding the performance of existing hotels. 
This will continue in 2020, as more than half of the rooms underway 
in the region are located in either Chicago or Minneapolis-St. Paul. 
Consistent supply infusions to these areas are weighing on perfor-
mance metrics, with both markets logging RevPAR declines last year. 
The sizable supply coming to these two metros in 2020 will continue 
to moderate local RevPAR gains, weighing on the regional average 
despite positive momentum in the states farther west. 

Investor sentiment remains high in Great Lakes states. Buyers 
are primarily targeting larger markets in Illinois, Minnesota, and 
Wisconsin. In Illinois, suburbs north of Chicago near entertainment 
attractions such as theme parks are catching buyers’ eyes. Midscale 
and upper midscale flagged hotels frequently change hands here with 
first-year returns in the mid-8 to 10 percent band. In Minnesota, 
investors favor assets in Minneapolis-St. Paul suburbs along major 
thoroughfares, such as Roseville, Woodbury and Oakdale. Select ser-
vice flagged hotels here are highly sought after by investors accepting 
price points around $100,000 per room on average. In Wisconsin, 
buyers concentrate on downtown Milwaukee or farther north in 
Green Bay near the NFL stadium. Investors pay on average $55,000 
per room for assets in Green Bay and double that for downtown Mil-
waukee hotels, though prices vary by chain scale and location. 
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2020 Region Forecast
Currently 11,400 rooms are under construc-
tion, and an additional 13,400 keys are likely 
to break ground during the next 12 months. 
Chicago and Minneapolis have a combined 
5,200 rooms underway, while the Dakota 
states each have fewer than 500. 

Spearheaded by gains in the three western-
most states, occupancy will move up for the 
third consecutive year, to 60.8 percent.

Following the 0.6 percent drop in the pre-
vious year, the average daily rate will move 
down to $110.18 in 2020. 

Higher occupancy is not enough to overcome 
the drop in ADR, negatively impacting reve-
nue. This year, RevPAR will decline to $68.60 
after holding flat in 2019. 

Attractive yields and strong performance 
lead more investors to Nebraska and North 
Dakota. Cities along Interstate 94, includ-
ing Bismarck and Jamestown, and beside 
Interstate 80, such as Lincoln and Omaha, are 
favored by buyers. These assets have often 
traded with cap rates near 10 percent.

Supply 
up 1.5%

Occupancy
up 30 bps

ADR 
down 0.8%

RevPAR 
down 0.3%

Investment

2020 Regional Highlights

•	 In July, Milwaukee will host the Democratic National Convention, 
and roughly 50,000 people are expected to attend the four-day 
event. Elevated demand for room nights during the convention will 
likely drive up average daily rates nearby. Diminished room avail-
ability in Milwaukee could also spill demand south to Chicago. 

•	 The Mount Rushmore National Memorial is undergoing renovations 
this year to improve the visitor experience. The monument typical-
ly has more than 2 million visitors per year, but that number could 
decline in 2020. If travelers hold off until construction is complete 
nearby South Dakota hotels may experience lower occupancy. 

•	 Job growth in the Omaha metro was at its highest level in over 20 
years in 2019, and this trend may assist occupancy and revenue 
metrics as more business professionals are traveling for interviews, 
meetings and conferences.



42

Sources: CoStar Group, Inc.; STR, Inc.;

Real Capital Analytics

Percent of Inventory Under 
Construction as of December 2019

Five-Year Occupancy Growth  
2015-2020

 Five-Year RevPAR Growth

Washington, D.C./Central Atlantic

Greater Construction Activity Slows 
RevPAR Expansion; Maryland Sales Soar
 
RevPAR growth slows throughout the Central Atlantic Region as 
occupancy rates fall shy of increased supply levels. The demand for 
hotel rooms in Washington, D.C., metro has been unable to find equi-
librium with supply, as guests seek more affordable accommodations 
than found in the District, where the ADR is nearly twice the region 
average. The nation's capital also has the greatest volume of rooms 
under construction in the Central Atlantic region, further weighing 
on occupancy rates. Alternatively, in Maryland, occupancy rates are 
on an upswing, where a lower average ADR draws travelers. Nightly 
rates below the regional average are also supporting hotel room de-
mand in Virginia, resulting in a slight increase in the state’s ADR and 
RevPAR. Outside of the D.C. metro core, new construction will occur 
in Virginia and Maryland, where guests can obtain a lower nightly 
rate and still be near the capital’s amenities and businesses. Choice 
Hotels, for example, is constructing a nine-story hotel near Amazon’s 
future headquarters in Arlington County, Virginia. This hotel will 
be east of Downtown D.C. while maintaining close proximity to the 
district’s major employment hubs and tourist attractions.

Upscale and upper-midscale investments dominate hospitality 
market; Virginia and Maryland enter 2020 with high sales mo-
mentum. Throughout the Central Atlantic region, buyers have been 
most active throughout the state of Virginia seeking upscale and up-
per midscale assets ranging near the $100,000 per room mark and cap 
rates in the low-9 percent band. Investors are also pursuing similar 
type product in Maryland, acquiring building stock around $66,000 
per key on average and cap rates near the 8 percent area. Toward the 
center of the region in the Washington, D.C., metro, exchanges are a 
bit more rare as hotels changed hands for sales prices above $300,000 
per room and a mean yield near 5 percent. Most of these sales are 
unflagged or upscale operations catering to guests seeking high-end 
amenities, services, and proximity to convention space. 
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2020 Region Forecast
Supply growth in 2020 will fall shy of the 
national average but is increasing by more 
than last year’s pace of 1.0 percent. New 
development will continue to be headlined 
in Washington, D.C., as the area’s number 
of keys under construction expands by 772 
rooms year over year.

A drop in occupancy throughout West Vir-
ginia and Washington, D.C., will outweigh an 
increase in Maryland, triggering a 30-ba-
sis-point decline in occupancy in the region 
to 64.9 percent.  

The region’s ADR will rise modestly for 
the second consecutive year, expanding to 
$126.75 per night.

RevPAR will lift at a slower pace than in 2019, 
increasing to $84.42. 

Buyers pursue midscale assets in northern 
Virginia and Anne Arundel County, Maryland, 
for yields in the mid-7 to low-8 percent cap 
rate area. Additionally in Baltimore, midscale 
product is highly sought after with an average 
sale price of $78,000 per room and average cap 
rates near the 7 to 8 percent band. 

Supply 
up 1.4%

Occupancy
down 30 bps

ADR
up 1.8%

RevPAR 
up 0.9%

Investment

2020 Regional Highlights

•	 New transportation options continue to attract more travelers to 
Virginia. In the summer of 2018, the state began running two new 
nonstop flights from Tennessee and Florida to Richmond. In addi-
tion to recent flight efficiencies there will be an expansion of Dulles 
International Airport’s Silver Line railway this year, better con-
necting the northern Virginia area to D.C. 

•	 The government shutdown in early 2019 has caused lingering issues 
for hotel demand throughout Washington, D.C., as business travel-
ers postponed or canceled meetings and museums closed tempo-
rarily. The metro may still feel the effects of the shutdown in 2020 
as ADR is set to increase at a more nominal rate.

•	 This will be the first full year since short-term rental regulations took 
effect in October 2019 for the city of Baltimore and Prince George’s 
County. The hotel tax aims to promote a level playing field for short-
term rental businesses and lodging operators. 
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Canada Travel Growth Map

Yukon
+23%

British
Columbia
+24%

Alberta
+24%

Saskatchewan
+5%

Manitoba
+7%

Ontario
+14%

Quebec
+22%

New Brunswick
+9%

Nova Scotia
-1%

New Foundland
& Labrador
-2%

Overall
Canada

+17%

Province Name Occupancy Y-O-Y BPS Change ADR RevPAR

Alberta 55.5% -140 -0.5% -2.8%

British Columbia 70.6% 20 2.7% 2.9%

Manitoba 66.8% -140 0.1% -1.9%

New Brunswick 59.5% -110 2.5% 0.9%

Newfoundland and Labrador 54.4% 100 -5.5% -3.6%

Nova Scotia 67.0% 60 -1.7% -1.0%

Ontario 69.3% -120 1.0% -0.8%

Quebec 69.3% 0 2.1% 2.0%

Saskatchewan 55.5% -90 0.6% -1.0%

Canada 65.2% -80 1.2% -0.2%

2019 Year-over-Year Hotel Metrics

Five-Year International Travel Growth by Province
(2015-2019)
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Canada Hotel Overview
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Investors Remain Confident in Hospitality Market as
Hotels Face Potential Supply-Induced Headwinds

Expanded supply pipeline outpaces demand, tempers hotel performance. Demand for 
hotel rooms rose last year, bolstered by greater spending by international visitors. The 
pace of growth nevertheless fell short of heightened construction activity, limiting how 
much room rates improved compared with earlier in the cycle. After climbing an average 
of 4.7 percent annually between 2017 and 2018, the average daily rate advanced by a more 
modest 1.2 percent in 2019. At the same time, the national occupancy rate fell 80 basis 
points, preventing an increase in RevPAR for the year. The same trends will apply in 
2020. Slowing economic growth abroad and rising health concerns may curb the number 
of international visitors to Canada this year, while supply additions are expanding. A cy-
cle-high 13,800 rooms are under construction, placing downward pressure on occupancy. 
Pricing power is expected to be limited as existing hotels compete with new openings for 
travelers, dampening the prospect for revenue growth in the year ahead.

Investors shift focus to lower-cost eastern provinces, swaying national metrics. 
Slowing revenue growth did not dissuade investors in 2019 as overall transaction velocity 
remained about consistent year over year. Montreal recorded the greatest number of 
transactions last year; its diverse and growing economy and vibrant bilingual culture 
support both leisure and business travel. More than half of these trades were within the 
Ville-Marie borough, where high-end shops and restaurants as well as historical attrac-
tions draw visitors. Investors were motivated by entry costs below those of markets such 
as Toronto, which recorded the second most number of transactions last year. The aver-
age sale price in the metro was C$161,000 per room, compared with a C$94,000 per room 
average in Montreal. At a national level, the average sale price declined to C$96,000 per 
room in 2019 as a lack of major transactions in high-cost Vancouver affected the national 
measure. Looking forward, investors are expected to stay active, pursing a limited num-
ber of listings nationwide as favorable medium- and long-term demand trends outweigh 
short-term supply challenges on property performance.

2020 Canadian Hotel Outlook
•	 Elevated deliveries to influence hotel performance. Developers remain active, en-

couraged by low inflation and a tight labour market. Construction is most concentrated 
in Toronto, representing about 18 percent of the total pipeline, followed by Montreal 
and Vancouver. The rapid pace of arrivals is expected to weigh on occupancy in 2020, in 
turn inhibiting revenue growth as ADR gains are expected to be modest.

•	 Health concerns could restrain tourism. The spread of the coronavirus is limiting travel 
between China and Canada. This will have a disproportionate impact on the hospitality 
sector as the average visitor from China spends about C$2,500 per trip, five times that of 
the typical American traveler. Major markets popular with international tourists, such 
as Montreal and Vancouver, will be most affected.

•	 High-end boutique hotels capture demand. Demand for specialty services is support-
ing above-national ADR growth for upper upscale and luxury hotels, including boutique 
properties. This relatively new type of lodging targets younger clientele than traditional 
luxury hotels and exchanges a slightly lower ADR premium for higher occupancy. Bou-
tique hotels are also comparatively more affordable to build, appealing to developers.

* Forecast

** Estimate 

Sources: CoStar Group, Inc.; STR, Inc.; Real Capital Analytics
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United States 

Corporate Headquarters
Marcus & Millichap
23975 Park Sorrento
Suite 400
Calabasas, CA 91302
(818) 212-2250
www.MarcusMillichap.com

Atlanta
1100 Abernathy Road, N.E.
Building 500, Suite 600
Atlanta, GA 30328
(678) 808-2700
John M. Leonard

Austin
9600 N. Mopac Expressway, 
Suite 300
Austin, TX 78759
(512) 338-7800
Craig R. Swanson

Bakersfield
4900 California Avenue
Tower B, Second Floor
Bakersfield, CA 93309
(661) 377-1878
Jim Markel

Baltimore
100 E. Pratt Street, Suite 2114
Baltimore, MD 21202
(443) 703-5000
Brian Hosey

Baton Rouge
10527 Kentshire Court, Suite B
Baton Rouge, LA 70810
(225) 376-6800
Jody McKibben

Birmingham
15 Richard Arrington Jr. 
Boulevard North, Suite 300
Birmingham, AL 35203
(205) 510-9200
Jody McKibben

Boise
800 W. Main Street, Suite 1460
Boise, ID 83702
(208) 401-9321
Phil Brierley

Boston
100 High Street, Suite 1025
Boston, MA 02110
(617) 896-7200
Tom Shihadeh

Brooklyn
1 MetroTech Center, Suite 2001
Brooklyn, NY 11201
(718) 475-4300
John Horowitz

Charleston
151 Meeting Street, Suite 450
Charleston, SC 29401
(843) 952-2222
Benjamin Yelm

Charlotte
405 Eagle Bend Drive
Waxhaw, NC 28173
(704) 443-0600
Benjamin Yelm

Charlotte Uptown
201 S. Tryon Street, Suite 1220
Charlotte, NC 28202
(704) 831-4600
Benjamin Yelm

Chicago Downtown
333 W. Wacker Drive, Suite 200
Chicago, IL 60606
(312) 327-5400
David G. Bradley

Chicago Oak Brook
1 Mid-America Plaza, Suite 200
Oakbrook Terrace, IL 60181
(630) 570-2200
Steven D. Weinstock 

Cincinnati
600 Vine Street, 10th Floor
Cincinnati, OH 45202
(513) 878-7700
Colby Haugness

Cleveland
5005 Rockside Road, Suite 800
Independence, OH 44131
(216) 264-2000
Michael L. Glass

Columbia
1320 Main Street, Suite 300
Columbia, SC 29201
(803) 678-4900
Benjamin Yelm

Columbus
230 West Street, Suite 100
Columbus, OH 43215
(614) 360-9800
Michael L. Glass

Dallas
5001 Spring Valley Road, Suite 100W
Dallas, TX 75244
(972) 755-5200
Tim Speck

Denver
1225 17th Street, Suite 1800
Denver, CO 80202
(303) 328-2000
Skyler Cooper

Detroit
2 Towne Square, Suite 450
Southfield, MI 48076
(248) 415-2600
Steven Chaben

Encino
16830 Ventura Boulevard, Suite 100
Encino, CA 91436
(818) 212-2700
Jim Markel

Fort Lauderdale
5900 N. Andrews Avenue, Suite 100
Fort Lauderdale, FL 33309
(954) 245-3400
Ryan Nee

Fort Worth
300 Throckmorton Street, Suite 1500
Fort Worth, TX 76102
(817) 932-6100
Mark R. McCoy

Fresno
8050 N. Palm Avenue, Suite 108
Fresno, CA 93711
(559) 476-5600
Jim Markel

Greensboro
200 Centreport Drive, Suite 160
Greensboro, NC 27409
(336) 450-4600
Benjamin Yelm

Hampton Roads
999 Waterside Drive, Suite 2525
Norfolk, VA 23510
(757) 777-3737
Benjamin Yelm

Houston
3 Riverway, Suite 800
Houston, TX 77056
(713) 452-4200
Ford Noe

Indianapolis
600 E. 96th Street, Suite 500
Indianapolis, IN 46240
(317) 218-5300
Josh Caruana

Iowa
425 Second Street S.E., Suite 610
Cedar Rapids, IA 52401
(319) 333-7743
Jon Ruzicka

Jacksonville
5200 Belfort Road, Suite 250
Jacksonville, FL 32256 
(904) 672-1400
Justin W. West

Kansas City
7400 College Boulevard, Suite 105
Overland Park, KS 66210
(816) 410-1010
Colby Haugness

Knoxville
1111 Northshore Drive, Suite S-301
Knoxville, TN 37919
(865) 299-6300
Jody McKibben

Las Vegas
3800 Howard Hughes Parkway, 
Suite 1550
Las Vegas, NV 89169
(702) 215-7100
Justin Forman 

Long Beach
111 W. Ocean Boulevard, Suite 1025
Long Beach, CA 90802
(562) 257-1200
Damon Wyler

Los Angeles
515 S. Flower Street, Suite 500
Los Angeles, CA 90071
(213) 943-1800
Enrique Wong

Louisville
9300 Shelbyville Road, Suite 1012
Louisville, KY 40222
(502) 329-5900
Colby Haugness

Manhattan
260 Madison Avenue, Fifth Floor
New York, NY 10016
(212) 430-5100
John Krueger

Memphis
5100 Poplar Avenue, Suite 2505
Memphis, TN 38137
(901) 620-3600
Jody McKibben

Miami
5201 Blue Lagoon Drive, Suite 100
Miami, FL 33126
(786) 522-7000
Scott Lunine

Milwaukee
13890 Bishops Drive, Suite 300
Brookfield, WI 53005
(262) 364-1900
Todd Lindblom
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Minneapolis
1350 Lagoon Avenue, Suite 840
Minneapolis, MN 55408
(952) 852-9700
Jon Ruzicka

Mobile
208 N. Greeno Road, Suite B-2
Fairhope, AL 36532
(251) 929-7300
Jody McKibben

Nashville
6 Cadillac Drive, Suite 100 
Brentwood, TN 37027 
(615) 997-2900
Jody McKibben

New Haven
265 Church Street
Suite 210
New Haven, CT 06510
(203) 672-3300
John Kruger

New Jersey
250 Pehle Avenue, Suite 501
Saddle Brook, NJ 07663
(201) 742-6100
Jim McGuckin

New Mexico
5600 Eubank Boulevard N.E., 
Suite 200
Albuquerque, NM 87111
(505) 445-6333
Ryan Sarbinoff

Newport Beach
19800 MacArthur Boulevard, 
Suite 150
Irvine, CA 92612
(949) 419-3200
Jonathan Giannola

Oakland
555 12th Street, Suite 1750
Oakland, CA 94607
(510) 379-1200
David C. Nelson

Oklahoma City
101 Park Avenue, Suite 1300
Oklahoma City, OK 73102
(405) 446-8238
Mark R. McCoy

Ontario
3281 E. Guasti Road, Suite 800
Ontario, CA 91761
(909) 456-3400
Matthew Luchs

Orlando
300 S. Orange Avenue, Suite 700
Orlando, FL 32801
(407) 557-3800
Justin W. West

Palm Springs
74-710 Highway 111, Suite 102
Palm Desert, CA 92260
(909) 456-3400
Matthew Luchs

Palo Alto
2626 Hanover Street
Palo Alto, CA 94304
(650) 391-1700
Steven J. Seligman

Philadelphia
2005 Market Street, Suite 1510
Philadelphia, PA 19103
(215) 531-7000
Sean Beuche

Phoenix
2398 E. Camelback Road, Suite 300
Phoenix, AZ 85016
(602) 687-6700
Ryan Sarbinoff

Portland
111 S.W. Fifth Avenue, Suite 1950
Portland, OR 97204
(503) 200-2000
Adam A. Lewis

Raleigh
101 J Morris Commons Lane, Suite 130
Morrisville, NC 27560
(919) 674-1100
Benjamin Yelm

Reno
50 W. Liberty Street, Suite 400
Reno, NV 89501
(775) 348-5200
Daniel A. Kapic

Richmond
4401 Waterfront Drive, Suite 230 
Glen Allen, VA 23060
(804) 205-5008
Benjamin Yelm

Sacramento
3741 Douglas Boulevard, Suite 200
Roseville, CA 95661
(916) 724-1400
Daniel A. Kapic

Salt Lake City
111 S. Main Street, Suite 500 
Salt Lake City, UT 84111
(801) 736-2600
Phil Brierley

San Antonio
8200 IH-10 W, Suite 603
San Antonio, TX 78230
(210) 343-7800
Craig R. Swanson

San Diego
4660 La Jolla Village Drive, Suite 900
San Diego, CA 92122
(858) 373-3100
Spencer Moyer

San Francisco
750 Battery Street, Fifth Floor
San Francisco, CA 94111
(415) 963-3000
Ramon Kochavi

Seattle
601 Union Street, Suite 2710
Seattle, WA 98101
(206) 826-5700
Joel Deis

South Bay
880 Apollo Street, Suite 101
El Segundo, CA 90245
(424) 405-3900
Damon Wyler

St. Louis
7800 Forsyth Boulevard, Suite 710
Clayton, MO 63105
(314) 889-2500
Colby Haugness

Tampa
201 N. Franklin St., Suite 1100
Tampa, FL 33602
(813) 387-4700 
Chris Travis

Tucson
1 South Church, Suite 1262
Tucson, AZ 85701
(520) 202-2900
Ryan Sarbinoff

Tulsa
7633 E. 63rd Place, Suite 300
Tulsa, OK 74133
(918) 294-6300
Mark R. McCoy

Ventura
2775 N. Ventura Road, Suite 101
Oxnard, CA 93036
(805) 351-7200
Jim Markel

Washington, D.C.
7200 Wisconsin Avenue, Suite 1101
Bethesda, MD 20814
(202) 536-3700
Brian Hosey

West Los Angeles
12100 W. Olympic Boulevard, 
Suite 350
Los Angeles, CA 90064
(310) 909-5500
Tony Solomon

Westchester
50 Main Street, Suite 925
White Plains, NY 10606
(914) 220-9730
John Krueger

The Woodlands
1790 Hughes Landing Boulevard, 
Suite 400
The Woodlands, TX 77380
(832) 442-2800
Ford Noe

Canada

Calgary
602-16 Avenue NW, Suite 211
Calgary, Alberta T2M 0J7
(587) 349-1302
John Vorsheck

Edmonton
10175 101 Street, Suite 1820
Edmonton, Alberta T5J 0H3
(587) 756-1600
John Vorsheck

Montreal
1000 de la Gauchetiere Ouest
Suite 4230
Montreal, Quebec H3B 4W5
(514) 629-6000
Thierry Lessoil

Ottawa
275 Bank Street, Suite 301
Ottawa, Ontario K2P 2L6
(613) 364-2300
Mark Paterson

Toronto
200 King Street W, Suite 1210
Toronto, Ontario M5H 3T4
(416) 585-4646
Mark Paterson

Vancouver
333 Seymour Street, Suite 1280
Vancouver, British Columbia 
V6B 5A6
(604) 638-2121
John Vorsheck
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Hospitality Division
Skyler Cooper | National Director
(303) 328-2050  | skyler.cooper@marcusmillichap.com

Research Services Division
John Chang | Senior Vice President, Director
Peter Tindall | Vice President, Director of Data & Analytics 
James Reeves | Publications Director
Connor Devereux | Research Engagement Manager 
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Luis Flores | Research Associate
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Steve Hovland | Senior Analyst
Michael Murphy | Research Analyst
Chris Ngo | Data Analyst
Adam Norbury | Data Analyst
Nancy Olmsted | Senior Market Analyst 
Erik Pisor | Research Analyst
Cameron Poe | Research Associate
Lonna Sedam | Research Associate
Spencer Ryan | Senior Data Analyst
Cody Young | Research Analyst
Maria Erofeeva | Graphic Designer 
Marette Flora | Senior Copy Editor
Jacinta Tolinos | Research Administrator

Contact:
John Chang | Senior Vice President, National Director 
Research Services Division
4545 East Shea Boulevard, Suite 201
Phoenix, Arizona 85028
(602) 707-9700 | john.chang@marcusmillichap.com

Media Contact:
Gina Relva | Public Relations Director
555 12th Street, Suite 1750
Oakland, CA 94607 
(925) 953-1716 | gina.relva@marcusmillichap.com

Senior Management Team
Hessam Nadji | President and Chief Executive Officer 
(818) 212-2250 | hessam.nadji@marcusmillichap.com

Richard Matricaria | Executive Vice President of Investment Brokerage
(818) 212-2250 | richard.matricaria@marcusmillichap.com

J.D. Parker | Executive Vice President of Investment Brokerage
(212) 430-5100 | j.d.parker@marcusmillichap.com

Gregory A. LaBerge | Senior Vice President, Chief Administrative Officer
(818) 212-2250 | gregory.laberge@marcusmillichap.com

Adam P. Christofferson | Senior Vice President, Division Manager
(818) 212-2700 | adam.christofferson@marcusmillichap.com

Michael Glass | First Vice President, Division Manager
(216) 264-2000 | michael.glass@marcusmillichap.com

Tim Speck | First Vice President, Division Manager, 
(972) 755-5200 | tim.speck@marcusmillichap.com

John Vorsheck | First Vice President, Division Manager
(858) 373-3100 | john.vorsheck@marcusmillichap.com

Statistical Summary Note: State-level employment, occupancy, and revenue metrics are year-end figures and are based on the most up-to-date information available as of February 2020. Hotel chain scale definitions are based 

on information available as of February 2020. Average prices and cap rates are a function of the age, type and geographic area of the properties trading and therefore may not be representative of the market as a whole. No rep-

resentation, warranty or guarantee, express or implied may be made as to the accuracy or reliability of the information contained herein. This is not intended to be a forecast of future events and this is not a guaranty regarding 

a future event. This is not intended to provide specific investment advice and should not be considered as investment advice.

Sources: Marcus & Millichap Research Services; AH&LA; AARP Research; Altus Data Solutions; Bureau of Economic Analysis; CoStar Group, Inc.; Great Smoky Mountains National Park; Federal Aviation Administration; 

Federal Reserve; Moody’s Analytics; NYC & Company; Real Capital Analytics; STR, Inc.; Tennessee Department of Tourist Development; Statistics Canada; U.S. Bureau of Labor Statistics; U.S. Census Bureau; U.S. Travel 

Association; U.S. Treasury Department.

Information on short-term rental regulations compiled from multiple sources including: the Associated Press; Atlanta Business Chronicle; Atlanta Journal-Constitution; The Arizona Republic; Bay News 9; Chicago Tribune; 

CNBC; Colorado Public Radio; Curbed; city of Denver; Engadget; Geekwire; city of Honolulu; KMOV4; KNPR; Las Vegas Sun; Los Angeles Times; Miami Agent Magazine; Miami Dade County; Miami Herald; Minnesota 

Post; News 3 Las Vegas; city of New York; Orange County Register; Phoenix New Times; Seattle Business Magazine; Seattle City Council; Star Tribune; Tampa Bay Times; The Tennessean; The Virginian-Pilot; WABE; WBUR

© Marcus & Millichap 2020
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State Employment Growth2 Rooms Currently
Under Construction

Occupancy ADR RevPAR State

2017 2018 2019 2020* 2017 2018 2019 2020* 2017 2018 2019 2020* 2017 2018 2019 2020*
Alabama 0.9% 1.7% 2.2% 1.4% 700 60.6% 62.4% 63.4% 64.3% $85.21 $87.69 $90.88 $93.75 $51.85 $54.99 $57.89 $60.65 Alabama
Alaska -1.3% 0.6% 0.0% 0.1% 100 63.0% 63.6% 65.8% 67.3% $120.13 $125.03 $132.68 $139.06 $79.94 $84.48 $92.82 $99.44 Alaska
Arizona 2.7% 2.9% 2.8% 2.0% 3,500 66.3% 67.6% 68.9% 70.5% $117.36 $120.17 $123.19 $126.44 $78.85 $82.34 $85.92 $89.98 Arizona
Arkansas 1.4% 1.0% 1.4% 1.3% 1,100 53.4% 52.6% 53.9% 55.4% $81.34 $82.23 $83.31 $85.00 $43.56 $43.38 $45.06 $47.02 Arkansas
California 2.3% 1.6% 1.8% 1.5% 23,500 75.2% 75.3% 75.1% 75.0% $161.41 $167.59 $171.02 $173.92 $121.81 $126.66 $128.84 $130.66 California
Colorado 2.6% 2.1% 2.1% 1.8% 4,400 66.6% 67.2% 68.2% 69.7% $139.79 $141.30 $144.80 $148.95 $93.09 $95.13 $98.81 $103.05 Colorado
Connecticut 0.1% 0.6% 0.2% 0.6% 500 61.5% 62.1% 62.7% 63.2% $115.86 $118.62 $118.01 $116.34 $71.72 $74.14 $74.52 $73.58 Connecticut
Delaware 0.7% 1.5% 1.3% 1.4% 400 58.7% 58.8% 60.0% 61.1% $117.56 $119.67 $121.23 $122.60 $70.52 $71.85 $74.33 $76.70 Delaware
District Of Columbia 0.8% 0.6% 1.4% 1.4% 1,400 78.7% 77.5% 76.4% 75.2% $231.70 $217.91 $221.88 $224.45 $183.70 $171.69 $172.62 $170.50 District Of Columbia
Florida 2.1% 2.6% 2.4% 2.2% 26,100 73.7% 72.9% 72.4% 72.0% $137.31 $142.61 $143.96 $144.95 $101.87 $105.01 $105.40 $105.68 Florida
Georgia 1.6% 2.1% 1.5% 1.2% 7,800 65.2% 65.4% 65.3% 65.1% $100.88 $103.77 $107.27 $111.12 $65.87 $68.03 $70.19 $72.34 Georgia
Hawaii 1.4% 0.6% 0.8% 0.8% 0 80.2% 80.3% 80.8% 81.1% $264.14 $276.05 $282.65 $288.95 $212.05 $221.93 $228.73 $235.24 Hawaii
Idaho 3.0% 2.4% 2.9% 1.9% 600 63.6% 63.4% 63.6% 63.7% $100.32 $102.53 $104.95 $106.61 $65.25 $66.37 $68.24 $69.41 Idaho
Illinois 0.8% 1.0% 0.7% 0.7% 3,100 64.0% 64.5% 65.1% 65.8% $126.10 $130.61 $128.50 $126.46 $82.21 $86.01 $85.21 $84.20 Illinois
Indiana 1.1% 1.1% 0.1% 0.7% 4,200 61.9% 60.8% 60.3% 59.9% $99.02 $100.89 $101.75 $101.88 $61.68 $61.67 $61.63 $61.05 Indiana
Iowa 0.6% 0.9% -0.2% 0.7% 1,700 55.8% 55.7% 55.9% 56.2% $91.54 $92.20 $91.84 $91.92 $51.42 $51.81 $51.78 $51.93 Iowa
Kansas 0.3% 1.1% 1.4% 1.0% 1,200 55.7% 55.8% 56.4% 57.3% $87.13 $86.91 $87.59 $88.50 $48.72 $48.65 $49.54 $50.40 Kansas
Kentucky 0.5% 0.8% 0.7% 0.9% 1,700 60.2% 58.8% 59.1% 59.2% $96.47 $98.29 $100.50 $102.48 $58.61 $58.31 $59.95 $61.20 Kentucky
Louisiana 0.2% 0.5% 0.5% 0.8% 1,500 61.1% 61.4% 61.5% 61.1% $111.48 $112.20 $111.62 $110.55 $68.42 $69.36 $69.06 $68.18 Louisiana
Maine 1.2% 0.0% 1.2% 0.3% 200 57.1% 58.7% 59.1% 59.3% $119.90 $126.82 $129.45 $129.50 $72.21 $79.00 $81.62 $81.68 Maine
Maryland 0.5% 1.1% 1.1% 1.4% 1,500 65.2% 63.7% 64.4% 65.1% $119.54 $119.48 $120.68 $122.03 $79.00 $77.30 $78.81 $80.20 Maryland
Massachusetts 1.2% 0.6% 1.2% 0.9% 3,700 68.7% 70.2% 68.4% 66.3% $178.52 $181.64 $182.38 $179.65 $125.62 $130.36 $127.69 $123.33 Massachusetts
Michigan 0.9% 1.1% 0.4% 0.0% 6,000 61.0% 61.7% 60.1% 58.7% $103.86 $105.90 $106.71 $106.89 $63.88 $65.99 $64.78 $63.58 Michigan
Minnesota 1.2% 0.6% 0.2% 0.8% 2,900 61.4% 62.4% 61.8% 61.1% $110.19 $115.53 $114.57 $113.05 $68.34 $72.56 $71.64 $70.25 Minnesota
Mississippi 0.5% 0.9% 0.5% 1.0% 1,700 57.7% 58.0% 58.9% 59.6% $84.07 $85.69 $85.95 $86.00 $48.70 $49.91 $50.85 $51.25 Mississippi
Missouri 1.0% 0.4% 0.7% 0.9% 2,800 60.7% 58.7% 59.2% 60.4% $98.44 $99.37 $100.35 $101.80 $60.14 $58.75 $59.83 $61.45 Missouri
Montana 1.1% 1.5% 0.8% 0.7% 300 57.5% 58.1% 58.5% 58.7% $99.32 $100.92 $103.50 $105.25 $59.66 $61.13 $63.04 $64.20 Montana
Nebraska 0.7% 0.2% 1.5% 1.6% 1,300 55.3% 55.8% 58.1% 60.5% $91.63 $91.15 $91.44 $91.44 $51.24 $51.46 $53.79 $57.04 Nebraska
Nevada 3.4% 3.7% 1.9% 2.5% 9,700 70.5% 69.4% 69.5% 69.7% $113.92 $112.49 $115.76 $119.54 $80.50 $77.89 $80.49 $83.61 Nevada
New Hampshire 1.0% 0.9% 0.9% 0.7% 500 60.8% 62.6% 61.0% 59.9% $130.09 $134.83 $135.74 $136.81 $80.54 $86.03 $84.43 $83.01 New Hampshire
New Jersey 1.2% 1.0% 0.9% 0.2% 2,500 65.6% 67.1% 66.1% 65.3% $117.29 $124.54 $126.45 $128.20 $77.61 $84.39 $84.40 $84.70 New Jersey
New Mexico 0.9% 1.2% 1.8% 0.8% 900 61.1% 63.4% 64.0% 64.4% $87.47 $94.62 $96.50 $97.80 $53.72 $60.35 $62.13 $63.40 New Mexico
New York 1.3% 1.0% 1.1% 0.5% 15,400 73.3% 74.5% 74.1% 73.9% $199.38 $204.73 $201.73 $198.03 $147.09 $153.38 $150.53 $147.29 New York
North Carolina 1.5% 1.3% 2.1% 1.4% 6,800 63.3% 64.8% 65.6% 66.3% $102.11 $104.67 $106.80 $108.57 $64.90 $68.16 $70.33 $72.02 North Carolina
North Dakota 0.1% 0.9% 0.5% 0.9% 100 49.7% 51.2% 55.4% 58.9% $80.64 $80.77 $81.22 $81.55 $40.14 $41.41 $45.20 $48.94 North Dakota
Ohio 0.7% 0.8% 0.5% 0.8% 5,000 60.1% 60.4% 60.8% 61.4% $96.59 $98.47 $99.58 $100.03 $58.49 $59.95 $61.02 $61.48 Ohio
Oklahoma 1.5% 1.3% -0.3% 0.4% 2,500 55.0% 57.3% 56.2% 55.0% $78.75 $79.41 $79.90 $80.15 $43.36 $45.58 $45.02 $44.32 Oklahoma
Oregon 2.4% 1.4% 1.9% 1.5% 2,500 66.3% 65.6% 65.9% 66.1% $119.56 $120.85 $121.38 $121.05 $80.91 $80.84 $81.48 $81.46 Oregon
Pennsylvania 1.2% 1.0% 0.5% 0.7% 3,600 61.4% 63.4% 62.7% 62.3% $118.31 $120.36 $122.52 $124.50 $73.13 $76.86 $77.38 $78.38 Pennsylvania
Rhode Island 0.8% 0.6% 1.7% 1.4% 200 66.1% 65.6% 65.4% 65.0% $141.94 $146.02 $146.51 $145.25 $97.08 $99.02 $98.75 $96.89 Rhode Island
South Carolina 1.7% 2.6% 1.3% 1.0% 4,300 63.9% 63.6% 63.0% 62.6% $111.90 $114.32 $114.88 $115.18 $72.78 $74.20 $73.77 $73.55 South Carolina
South Dakota 0.6% 2.2% 0.9% 1.2% 400 54.5% 54.7% 56.8% 58.7% $89.83 $89.45 $88.77 $87.68 $50.75 $50.74 $52.11 $53.34 South Dakota
Tennessee 1.3% 1.9% 1.6% 1.1% 8,200 64.5% 64.9% 65.6% 66.1% $110.50 $114.11 $117.13 $119.82 $71.72 $74.49 $77.27 $79.69 Tennessee
Texas 2.0% 2.3% 2.7% 2.3% 23,500 64.9% 64.9% 65.0% 65.3% $102.34 $105.16 $104.11 $103.45 $66.57 $68.39 $67.87 $67.65 Texas
Utah 3.4% 3.3% 3.1% 2.3% 1,000 65.3% 64.0% 63.3% 62.6% $121.89 $123.17 $124.12 $124.70 $79.30 $78.76 $78.32 $77.54 Utah
Vermont 0.8% 0.3% -0.3% 0.6% 100 60.7% 61.2% 62.3% 63.1% $142.29 $146.12 $149.15 $150.64 $87.54 $90.84 $94.36 $95.56 Vermont
Virginia 1.0% 0.8% 1.1% 0.7% 3,400 63.8% 64.2% 64.2% 64.0% $108.73 $109.54 $111.44 $113.09 $70.02 $71.15 $72.34 $73.08 Virginia
Washington 2.4% 2.6% 2.4% 1.9% 3,300 69.6% 69.0% 68.8% 68.5% $130.28 $134.21 $133.64 $132.14 $92.11 $94.03 $93.24 $91.91 Washington
West Virginia 0.1% 2.2% -0.4% 0.2% 500 57.4% 63.1% 60.1% 57.6% $93.68 $96.27 $98.90 $101.45 $54.11 $61.12 $59.79 $58.51 West Virginia
Wisconsin 0.9% 0.8% 0.2% 1.1% 1,800 56.9% 57.4% 56.5% 55.3% $104.88 $106.25 $107.94 $109.01 $60.65 $62.04 $61.98 $61.65 Wisconsin
Wyoming 0.6% 1.7% -1.1% 0.2% 0 48.9% 52.5% 57.6% 61.1% $120.58 $120.04 $119.72 $118.00 $61.90 $65.32 $71.21 $74.88 Wyoming
United States 1.5% 1.6% 1.4% 1.0% 200,200 66.0% 66.2% 66.2% 66.0% $126.65 $129.67 $131.16 $132.24 $83.57 $85.87 $86.80 $87.28 United States

* Forecast  2 See Statistical Summary Note on Page 48. * Forecast  2 See Statistical Summary Note on Page 48.



A  T R U S T E D  V I S I O N
F O R  T H E  F U T U R E
Marcus & Millichap was founded in 1971 with the goal of being a new kind 

of company — one driven by long-term relationships and built on a culture of 

collaboration. We focus on bringing together specialized market knowledge, 

the industry’s leading brokerage platform and exclusive access to inventory to 

achieve exceptional results for our clients, year after year.

 

Today, we are the industry’s largest firm specializing in real estate investment 

sales and financing, with more than 80 offices and nearly 2,000 investment sales 

and financing professionals throughout the United States and Canada.



MarcusMillichap.com
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4545 E. Shea Boulevard, Suite 201
Phoenix, AZ 85028
602.707.9700
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Marcus & Millichap is not affiliated with, sponsored by, or endorsed by any 
commercial tenant or lessee identified in this advertisement. The presence of any 
corporation’s logo or name is not intended to indicate or imply affiliation with, or 
sponsorship or endorsement by, said corporation Marcus & Millichap, its affiliates 
or subsidiaries, or any agent, product, service, or commercial listing of Marcus & 
Millichap, and is solely included for informational purposes only. 

The information contained in this report was obtained from sources deemed to be 
reliable. Diligent efforts were made to obtain accurate and complete information; 
however, no representation, warranty or guarantee, express or implied, may be 
made as to the accuracy or reliability of the information contained herein. Note: 
Metro-level employment growth is calculated based on the last month of the 
quarter/year. Sales data includes transactions valued at $1,000,000 and greater 
unless otherwise noted. This is not intended to be a forecast of future events and 
this is not a guaranty regarding a future event. This is not intended to provide 
specific investment advice and should not be considered as investment advice. 
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