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The tourist accommodation industry encompasses a broad spectrum of facilities but this report focuses on hotels, 
motels & guesthouses and serviced apartments.  This segment fared better than expected in 2003 after a 
particularly difficult operating environment in the first half of the year.  The outlook for 2004 appears brighter, 
supported by a strong recovery in international visitor arrivals.  However, additional room supply and 
competition between the different types of accommodation offered will keep room rate rises in check.   
 
Industry weathers difficult operating 
environment 
 
We thought operating conditions were tough in 2002 
but 2003 proved to be another challenging year for 
the tourist accommodation industry with the Iraq 
conflict and the impact of SARS sending overseas 
visitor arrivals plummeting.  International visitor 
arrivals dropped by 8.1% in the six months to June 
2003 compared with the same period in 2002 and 
only picked up towards the latter part of the year, 
lifted by the Rugby World Cup. 
 
Yet, room occupancy rates for hotels held up well 
with the average rate for the first half of 2003 at 
60.9%, up 0.6% points from the same period in 
2002 and that for motels & guesthouses was up 1% 
point.  Serviced apartments fared slightly better 
with an average occupancy rate of 62.4%, up 1.1% 
points. 
 

Tourist Accommodation, 2003 vs 2002 

Source: ABS Cat no. 8635.0
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The second half of 2003 saw a steady improvement 
in the hotels, motels & guesthouses and serviced 
apartments market with the average room 
occupancy rate and average takings per room night 
occupied up 2.3% points and 4.6% on H2 2002 
respectively.  This helped to generate a stronger 
performance for the tourist accommodation market 
for 2003 as a whole. 
 
Overall, the tourist accommodation market fared 
better than initially expected thanks largely to the 
domestic travel market as residents opted to holiday 

at home.  Short-term resident departures fell by 2% 
in 2003, extending the weak trend since 2001.  
Domestic visitor nights in hotels, motels and 
guesthouses and serviced apartments rose by 2.8% 
in 2003.   
 
In terms of room supply, the serviced apartment 
market saw a sharp increase in supply reflecting its 
increasing popularity.  The supply of guest rooms 
rose by 14% in contrast to just 1-2% for hotels and 
motels & guesthouses.  Despite the surge in supply 
of serviced apartments, average takings per room 
night occupied rose in all states except for Victoria, 
which recorded a marginal decline, while the highest 
increase was in the Northern Territory where the 
average rate rose by 13.6%. 
 

Room supply surges 

Source: ABS Cat no. 8635.0
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The hotel segment recovered from the poor showing 
in 2002.  The average room rate rose by around 4% 
in New South Wales, supported in part by the drop 
in the number of hotel rooms as refurbishments 
were being carried out.  Conventions and big events 
also absorbed supply, supporting the rise in rates.  
Hotel room rates in Victoria were remarkably 
resilient, keeping steady in 2003, despite the largest 
increase in hotel room supply across all states.  
Riding on its tourism boom and limited supply, 
Tasmanian hotels recorded the best outcome with 
guest arrivals up 7% and average takings per room 
night occupied rising by 9.6%.  The Northern 
Territory, however, did not fare well with hotel room 
rates down 5.6%, perhaps reflecting a shift in 
demand to serviced apartments. 
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Motels are generally heavily dependent on inter and 
intra-state travellers.  Motels in Tasmania were the 
stand-out performers, with guest arrivals rising by 
18.9% in 2003 and the average room rate up 8.9%.  
Queensland and the ACT also fared relatively well 
with average growth in guest arrivals of 4.4% and 
takings per room night occupied of 3.3%.  
 
Brighter prospects ahead 
 
The outlook for the tourism accommodation sector 
appears brighter with the number of overseas visitor 
arrivals expected to rebound after three years of 
decline.  This optimism is underpinned by a global 
economic recovery with real GDP growth forecast to 
reach 4.6% this year, up from 3.7% in 2003 and the 
highest rate since 2000.  The expansion of airline 
services (eg. new services to China and India 
introduced by Qantas earlier this year, direct flights 
to Melbourne by Qatar Airways later this year and 
increased number of landings by Emirates Airlines), 
and overseas marketing efforts are also expected to 
support growth in tourist arrivals in 2004.   
 
According to the Tourism Forecasting Council (TFC), 
international visitor arrivals are projected to rise by 
9.9%, bringing the total number of visitors to 5.2 
mn in 2004, breaching the 5 mn mark for the first 
time.  This appears to be a conservative estimate 
given that the number of inbound tourists jumped 
11% during the first four months of 2004 compared 
with the same period in 2003.  The New Zealand 
and UK markets, which were resilient in 2003, are 
likely to show further growth in 2004.  More 
significantly, the fading of SARS-related fears and 
upturn in the Japanese economy are expected to 
produce a rebound in tourist arrivals from Asia.  
Northeast and Southeast Asia collectively account 
for about 40% of total visitor arrivals.   
 

Inbound tourist arrivals set to rebound 
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The Australian economy is set to grow at a solid 
pace of 4% in 2004, with private consumption 

expected to remain healthy underpinned by a strong 
employment base and budget giveaways. 
 
The strong economic environment bodes well for 
domestic leisure travel and, in turn, the tourist 
accommodation market.  The launch of Jetstar is 
expected to lift competitive pressures on domestic 
airfares, which should benefit travellers.  However, 
the growth momentum in domestic leisure travel 
would have been stronger if not for a recovery in 
demand for outbound travel.  Notwithstanding 
numerous travel alerts, the strong Australian dollar, 
pent-up demand and the easing of concerns on 
issues that adversely impacted outbound travel in 
2003 (eg. SARS and Iraq war), are likely to prompt 
more holidays abroad.  This has been evident with 
short-term departures rising by 21% in the five 
months to March 2004 compared with the same 
period in 2003.  Added sweeteners will come from 
proposed income tax cuts and lifting of concessions 
on duty-free gifts (from $400 to $900 for adults), 
alcohol and cigarettes.  
 
Domestic corporate travel is also likely to pick up 
supported by relatively healthy growth in business 
investment and strong corporate profitability.  
Domestic visitor nights in hotels, motels & 
guesthouses by business travellers are projected to 
rise by close to 5% in 2004 according to the TFC. 
 
Overall, the tourist accommodation sector is 
expected to fare better in 2004, supported by a 
favourable travel outlook.  Room rates are likely to 
continue to edge up as occupancy levels strengthen.  
However, any room rate increase is likely to be 
constrained by the completion of renovations, 
coming on-stream of new supply and competitive 
pressures between different types of 
accommodation offered.  The latter is likely to be 
particularly evident between serviced apartments 
and hotels in CBD areas.  Attractive flight and 
accommodation packages will also keep competition 
within the accommodation market high. 
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Australia and New Zealand Banking Group Limited, ACN 005 
357 522 (‘ANZ Bank’), which is a licensed securities dealer.  
In New Zealand, ANZ Investment Bank is a business name 
of ANZ Banking Group (New Zealand) Limited WN / 035976 
(‘ANZ NZ’). 

 

This report is being distributed in the United States by ANZ 
Securities, Inc. (‘ANZ S’) (an affiliated company of ANZ 
Bank), which accepts responsibility for its content.  Further 
information on any securities referred to herein may be 
obtained from ANZ S upon request.  Any US person (s) 
receiving this report and wishing to effect transactions in 
any securities referred to herein should contact ANZ S, not 
its affiliates. 

 

This report is being distributed in the United Kingdom by 
Australia and New Zealand Banking Group Limited, (‘ANZ 
Bank, UK’) for the information of its market counterparty 
and intermediate customers only.  It is not intended for and 
must not be distributed to private clients.  In the UK, ANZ 
Bank is regulated by, and is a member of, the Financial 
Services Authority (‘FSA’). Nothing here excludes or restricts 
any duty or liability to a customer which ANZ Bank, UK may 
have under The Financial Services and Markets Act 2000 or 
under the regulatory system as defined in the Rules of the 
FSA. 

 

 

This research publication of ANZ Bank is issued on the basis 
that it is only for the information of the particular person to 
whom it is provided.  This report may not be reproduced, 
distributed or published by any recipient for any purpose.  
Any recommendations relating to securities contained herein 
are based on a consideration of the securities alone, and as 
such are conditional and must not be relied upon without 
specific advice from your securities advisor as to the 
appropriateness to you given your individual investment 
objectives, financial situation and particular needs.  Under 
no circumstances is this report to be used or considered as 
an offer to sell, or a solicitation of an offer to buy. 

 
In addition, from time to time ANZ Bank, ANZ NZ, ANZ S, its 
affiliated companies, or their associates and employees may 
have an interest in any securities directly or indirectly the 
subject of this report (and may receive commissions or 
other remuneration in relation to the sale of such securities), 
or may perform services for, or solicit business from, any 
company the subject of this report.  If you have been 
referred to ANZ Bank, ANZ NZ, ANZ S or its affiliated 
company by any person, that person may receive a benefit 
in respect of any transactions effected on your behalf, 
details of which will be available upon request. 

 
The information herein has been obtained from, and any 
opinions herein are based upon, sources believed reliable. 
The views expressed in this report accurately reflect the 
author’s personal views about any and all of the securities 
and issuers referred to herein. The author however makes 
no representation as to its accuracy or completeness and 
the information should not be relied upon as such.  All 
opinions and estimates herein reflect the author’s 
judgement on the date of this report and are subject to 
change without notice. No part of the author’s compensation 
was, is or will be directly or indirectly related to specific 
recommendations or views expressed about any securities 
or issuers in this report. ANZ Bank, ANZ NZ, ANZ S, its 
affiliated companies, their directors, officers, and employees 
disclaim any responsibility, and shall not be liable, for any 
loss, damage, claim, liability, proceedings, cost or expense 
(‘Liability’) arising directly or indirectly (and whether in tort 
(including negligence), contract, equity or otherwise) out of 
or in connection with the contents of and/or any omissions 
from this communication except where a Liability is made 
non-excludable by legislation. 

 

Where the recipient of this publication conducts a business, 
the provisions of the Consumer Guarantees Act 1993 (NZ) 
shall not apply. 
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