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Post COVID-19 Hotels in Asia Pacific 
September 2022 

 
 

IN A NUTSHELL 
 
 

 — Increasing outbound tourists from developing Asian countries, especially from China, should continue to lead the growth in 
nearby tourism destinations over the next decade. 

— Due to stricter border controls, the hotel recovery in Asia Pacific is lagging US or Europe, providing a window of opportunity for 
long-term investors.   

— With high tourism industry competitiveness, Japan key metros are best positioned for post-COVID-19 recovery, followed by 
Australia, South Korea and Singapore. 

— With decent ADRs,higher operating profit and lower operational risks, limited-service hotels should provide higher profitability 
and stable cash flow to investors. 

  

 
Despite the intermittent resurgence of COVID-19 infections, concerns over coronavirus appear to have waned worldwide since the start 
of 2022, enabling a strong rebound of international tourism and cross-border business travel. According to UNWTO, international tourist 
arrivals worldwide during the first five months of 2022 recovered to almost half of pre-pandemic 2019 levels, led by strong recoveries in 
Europe and the Americas (60% of 2019 levels), propelling hotel ADRs in key markets above pre-pandemic levels, and to record highs. In 
stark contrast, international tourist arrivals in Asia Pacific remain at only 10% of 2019 levels with ongoing strict border controls in some 
countries restricting non-essential travel and resulting in the underperformance of APAC hotels compared to their global peers. This de-
ferred recovery of hotel markets in APAC could however provide an attractive investment window for sophisticated hotel investors, par-
ticularly as the rapid increase of middle-income population in developing Asian should support strong hotel demand growth over the next 
decade. 
 
This report aims to provide a current snapshot of APAC hotels and the future recovery path, helping investors get the comprehensive 
view of the sector in the key markets of Japan, Australia, South Korea and Singapore. 
 
Looking back at the tourism industry in Asia Pacific region in pre-COVID era, the total number of overseas tourist arrivals in the four key 
APAC countries grew rapidly by around 2.3 times between 2010 and 2019. Among them, Japan saw the most rapid growth of almost 4 
times between 2010 and 2019, while South Korea, Australia and Singapore also saw growth of 60-100% in the same period. Behind their 
success, outbound Chinese travelers have been the largest tourist group by nationality in all these markets, and the strongest driver with 
an additional 10-20 million travelers every year. The biggest reason behind their high correlation is their proximity to major Chinese cities. 
These countries are located within a 3-to-5-hour flight radius, providing accessibility, convenience, and cost efficiency to Chinese tourists. 
In addition, the limited number of vacation days available to Chinese workers also favors shorter flights as top destinations for outbound 
Chinese tourists. 



Post COVID-19 Hotels in Asia Pacific September 2022 

 
This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not indicative of future 
returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions, and hypothetical models that may prove to be incorrect. Investments come 
with risk. The value of an investment can fall as well as rise and your capital may be at risk. You might not get back the amount originally invested at any point in time. Source: DWS International GmbH. 

 
\ 2 

EXHIBIT 1: OVERSEAS TOURIST ARRIVALS IN ASIA PACIFIC 

 

Source: DWS, UNWTO. As of September 2022. 

 
However, the tide changed suddenly with the pandemic. Since March 2020, the number of overseas tourist arrivals across the region 
recorded a sharp decline to almost zero throughout 2020, dragging down hotel occupancies to historical lows of around 20-40%. Hotel 
occupancy rates in these markets saw some recovery with the easing of domestic travel from 2021, strengthening further in 2022. 
However, by March 2022 RevPAR remained subdued at around 50-60% of 2019 levels with continuing strict border controls. Compared to 
the US and Europe, overseas travelers in Asia Pacific region still face multiple challenges including high travel expenses, extra visa 
requirements and additional quarantine risks. Despite recent easing for border controls, it might take another 6-12 months or even 
longer before the full normalization of cross-border travel in these countries. 
 

EXHIBIT 2: HOTEL PERFORMANCES IN KEY APAC MARKETS 
 

 

Source: STR, CBRE, DWS. As of September 2022. 

 
Impacted by this sluggish performances, hotel transactions in Asia Pacific have also weakened considerably. Hotel transaction yields in 
Japan have widened by 30-50 basis points, expanding the yield spread between office and hotel from 50 bps to 100 bps in the last 3 
years. Similarly, the yield spread between office and hotel in Australia has widened from 80 bps to 130 bps in the last 3 years, although 
more driven by office cap rate compression. The lending environment also deteriorated as borrowing cost increased to c. 160 bps in 
Japan, with some lenders halting all lending to the hotel sector. Entering 2022, the situation has improved with many lenders 
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reconsidering credit financing to the hotel sector, though selectively and depending on brand, location, operator credibility, seasonality, 
lease type etc. 
 

EXHIBIT 3: HOTEL TRANSACTION CAP RATE AND LENDING RATE IN JAPAN 
 

  

Source: RCA, CBRE, DWS. As of July 2022. 

 
Globally, the recovery in air passenger traffic is underway, although Asia Pacific is lagging significantly behind the US and Europe primarily 
due to ongoing China’s strict border controls. By sticking to its zero-COVID policy, China continues to keep its borders largely closed, 
limiting outbound tourism in the near term, at least until early 2023. But in the longer-term, the prospects for outbound travelers from 
China and developing Asian countries are generally promising. Though the full recovery to 2019 levels is only expected by 2026, it 
represents a robust increase in outbound travel demand to neighboring destinations like Japan, South Korea, Singapore, and Australia. 
Owing to their proximity, these markets will likely receive the majority of demand, as travel preferences among Chinese travelers do not 
show signs of an immediate shift towards new markets outside Asia Pacific region. 
 

EXHIBIT 4: FORECAST OF CHINESE TOURIST AND APAC AIR PASSENGER 
 

 

Source: Oxford Economics, IATA, DWS. As of September 2022. 
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Moreover, proximity is not the only virtue of these four markets to attract outbound travelers. Japan topped the tourism and travel 
development index issued by World Economic Forum in 2021, while Australia, Singapore and South Korea also ranked highly in global top 
15, proving their high competitiveness as a primary choice for outbound travelers not only from developing Asian countries but also 
travelers worldwide given tourism infrastructure, cultural and natural resources. Likewise, according to a recent survey targeting 
international tourists in 2021, Japan was the top choice of Asian tourists and the second most popular among respondents in western 
countries. South Korea, Australia and Singapore were also included in top 7 destinations among Asian travelers. 
 

EXHIBIT 5: TRAVEL & TOURISM COMPETITIVENESS OF APAC COUNTRIES 

 

Source: DWS, World Economic Forum “Travel & Tourism Development Index 2021”, DBJ/JTBF Survey, As of September 2022. 

 
It is also noteworthy that overseas tourist stays tend to concentrate in a few key destinations with superior access to international air-
ports. In Japan, the top 7 destinations include Tokyo, Osaka, Kyoto, Fukuoka and Sapporo, accounting for 77% of overnight stays by over-
seas tourists. In South Korea, Seoul accounted for 69% of overnight stay by overseas travelers showing the high concentration of travel 
demand in the country, while Busan and Jeju are increasingly serving overseas tourists these days. In Australia, the top 3 states of New 
South Wales, Victoria, and Queensland serve as major destinations accounting for 71% of overseas tourist arrivals to Australia.  
 
In assessing the potential demand growth in post-COVID era, the past performances of Japanese regional cities serving overseas tourists 
were more than impressive in that they saw around 3-7 times growth of overseas tourist arrival in just 10 years between 2010 and 2019. 
With the recent rapid depreciation of Japanese Yen, the attractiveness of these cities to overseas tourists should increase further once 
the international travel regulation is lifted in the country. 
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EXHIBIT 6: OVERNIGHT STAY OF OVERSEAS TOURIST BY REGION IN APAC COUNTRIES (2019) 

 

Source: Japan Tourism Agency, Korea Hotel Association DWS. As of September 2022. 

 
In terms of profitability of investible grade hotels by type, it is interesting that limited-service hotels are usually more lucrative than full-
service hotel due to their stable cashflow and low operational risk. As shown in the chart 7, the limited-service hotels provide only accom-
modation and breakfast to visitors, which let them focus on higher margin services. On the other hand, full-service hotels are required to 
provide various services accompanying heavy labor costs, inventory losses and unstable reservations, resulting in lower profitability and 
higher cash flow volatility compared to limited-service hotels. It becomes more obvious when we see that limited-service hotel accounts 
for 71% of securitized hotel assets owned by Japan REITs.  
 
From the future demand perspective, the upscale limited-service hotels are expected to see the strongest demand growth, especially in 
Japan, driven by middle-income outbound tourists from developing countries who are cost-sensitive but prefer higher quality 
accommodation than economy grade at the same time. 
 

EXHIBIT 7: HOTEL GOP RATIO BY GRADE IN JAPAN (PRE-COVID19) 

 

Source: DWS. As of September 2022. 



Post COVID-19 Hotels in Asia Pacific September 2022 

 
This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not indicative of future 
returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions, and hypothetical models that may prove to be incorrect. Investments come 
with risk. The value of an investment can fall as well as rise and your capital may be at risk. You might not get back the amount originally invested at any point in time. Source: DWS International GmbH. 

 
\ 6 

Investment strategy 
Considering the anticipated recovery of hotel performances, the hospitality sector in Asia Pacific region provides a window of opportunity 
for investors in the short-term, further underpinned by the long-term demand growth from growing middle-income population.  
 
Among key APAC countries, Japan could become the biggest beneficiary of the post COVID travel demand recovery in the long-term, with 
its highest level of travel and tourism competitiveness in the world and proximity to the fast-growing developing countries in Asia.  
 
By segment, the upscale limited hotel could be highly sought after by investors given the increasing demand for upscale accommodation 
from travelers and higher profitability levels. Key Japanese markets including Tokyo, Osaka, Kyoto, Fukuoka, and Sapporo are well posi-
tioned to absorb most of inbound tourist arrivals to the country with their strong travel competitiveness and infrastructure level, well 
proven in the previous decade before the COVID-19 outbreak.  
 
Turning attention to the other countries, investment opportunities also look attractive with potential pricing discounts in the short-term, 
yet underpinned by long-term travel demand growth. However, the opportunities to find proper structuring and investible size assets are 
rather limited to Japan. Nonetheless, well-located investment-grade hotels secured by a master-lease contract to a strong hotel operator 
provide a strong potential for attractive risk-adjusted returns. Given the narrower market depth, target markets are concentrated on key 
tourist cities in Australia, South Korea, and Singapore. 
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shares/ units and their derived income may fall or rise. 
War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led, and, in the future, may lead to significant disruptions in US and world 
economies and markets, which may lead to increased market volatility and may have significant adverse effects on the fund and its investments.  
For Investors in Canada.  No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the securities described herein and any 
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this document does not constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you should rely solely on the final 
documentation relating to the transaction you are considering, and not the document contained herein. DWS Group is not acting as your financial adviser or in any other fiduciary capacity with respect 
to any transaction presented to you.  Any transaction(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should take steps to 
ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness of the transaction(s) in the light of your own objectives and circumstances, 
including the possible risks and benefits of entering into such transaction. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a 
transaction with DWS Group, you do so in reliance on your own judgment. The information contained in this document is based on material we believe to be reliable; however, we do not represent that 
it is accurate, current, complete, or error free. Assumptions, estimates, and opinions contained in this document constitute our judgment as of the date of the document and are subject to change 
without notice. Any projections are based on a number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. Past performance is not a 
guarantee of future results. The distribution of this document and availability of these products and services in certain jurisdictions may be restricted by law. You may not distribute this document, in 
whole or in part, without our express written permission. 
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trading prior to the publication of a financial analysis. 
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This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country, or other jurisdiction, including the 
United States, where such distribution, publication, availability, or use would be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such 
jurisdiction not currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions. 
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