Hotel Investment in the Great White North

While hotel companies hold their breath on the future of the U.S. industry, just to the north is an intereting hotel market in Canada.  A study of Canada’s accommodation industry conducted by KPMG in 2001 indicated gross revenues of CDN$10.8 billion from Canada’s 3,373 hotels with 315,732 rooms.  Of these, 2,014 (59.7%) of the hotels and 137,534 (43.6%) of the rooms are unbranded.  Granted, many of these are smaller properties in non-urban markets but converting an independent is often an easier sell than convincing an owner to switch brands.  Relatively few branded suite and extended stay hotels currently exist in Canada.  Six Continents has recently opened it’s second Canadian Staybridge Suites product in Edmonton.  Marriott has recently added Canada’s first Springhill Suites in Montreal and has 11 Residence Inns – most of which are conversions.

Many U.S.-based hotel companies already have significant market presence in Canada.  

	
	Brands Represented
	Total Hotels
	Total Rooms

	Choice Hotels 
	9
	261
	23,119

	Six Continents 
	6
	109
	17,720

	Starwood 
	3
	44
	14,492

	Marriott
	5
	33
	8,328

	Hilton
	3
	25
	6,188


Similar to the United States, Canada’s accommodation industry has suffered from the worldwide economic slowdown that was accelerated by the tragic events of September 11th.  According to Pannell Kerr Forster, national occupancy in Canada declined from 65% in 2000 to 62% in 2001.  National occupancy is expected to be 63% in 2002 and 2003 with average daily rates projected to increase by 2.5% each year.  Not surprisingly, some markets are expected to perform better than others.

Vancouver

Vancouver has seen significant growth in accommodation supply in recent years, primarily in the Richmond (airport) market.  Recently the federal and provincial governments announced that the Vancouver Convention and Exhibition Centre will be expanded to approximately twice its current size.  The 2010 Winter Olympic Games will be awarded July 2nd in Prague, and if the Vancouver/Whistler bid is accepted, significant infrastructure enhancement is expected with the tourism industry being a major beneficiary.

Toronto

According to Smith Travel Research, Toronto has Canada’s top performing market in terms of RevPAR (CDN$110.86 in 2001).  The Metro Toronto Convention Centre underwent a major expansion in 1997.  Toronto is similarly well positioned to attract corporate and leisure demand.  There has been virtually no new supply added in the downtown core since the early nineties with limited-service development occurring in the suburbs.  Potential exists for additional downtown hotels, however, relatively high property taxes have hindered development.  

Niagara Falls

The opening of the interim Casino Niagara in 1996 and improvements to the region’s tourism infrastructure has made Niagara Falls a year-round tourist destination.  In addition, length of stay has increased significantly.  Hotel supply increased 28.0% (2,217 rooms) from the opening of the casino through 2001 with an additional 1,243 rooms (supply growth of a further 12.3%) under construction.  The new hotel supply has been significantly upscale from the traditional Niagara Falls “economy” product.  The permanent casino is scheduled to open in spring 2003.  Niagara Falls is one of the best North American examples of a casino spurring considerable development in the community.

Montreal

Montreal is another market that is thriving.  Tourisme Montreal’s budget of over CDN$5.0 million is the highest in Canada by far and the organization has been extremely successful in marketing the City.  In addition, the Palais des Congres de Montreal completed a significant expansion in 2002.  The local economy is thriving generating considerable corporate segment demand.   Several new hotels have opened in recent years and have been absorbed by the market.  The outlook for the Montreal accommodation market is bright, buy recent anticipated supply increases may prove problematic in the short term.

Canada is an attractive market for hotel development.  The Seventh Annual Canadian Hotel Investment Conference, presented by KPMG and Colliers International Hotels, will be held from March 31st to April 1st 2003.  For more information on the Conference call 1-866-357-7529 or visit www.kpmg.ca/chic. 

