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ARR traction returns in select cities 
 

Higher occupancy drives RevPAR growth in FY2016; ARR traction returning in select cities 

We estimate pan India occupancies to have grown by 6%-7%, even while average room rates (ARRs) remained flat, both, in-line with our estimates. ICRA 

estimates growth in ARRs to be back at 2%-3% and the same coupled with 3%-4% growth in occupancies will result in 6%-7% improvement in revenue per 

available room (RevPAR) during FY2017. 
 

Improving foreign tourist rrrivals, steady growth in domestic travel augur well for the Indian hotel industry 

After witnessing the slowest growth (4.4%) since CY2009, FTA growth during the first three months (Jan-Mar) of this calendar year jumped to 10.0%. The 

key reasons being focussed initiatives by the Government, which has set up public relations agencies in key source markets like the United Kingdom and 

Japan and also re-launched The Incredible India promotional campaign. Overall, though growing, we believe foreign tourist arrivals (FTAs) and spends 

remain far below potential in the near term and real push would come from an increase in the pace of reforms in India and the success of programmes 

such as Make in India. Domestic travel, going by domestic Revenue Passenger Kilometre (RPKM) trends, continued to remain healthy, growing by more 

than 20% during the first three months of the current calendar year. Positive business sentiments and increase in discretionary spends seem to have 

boosted domestic travel.  

Delay in approvals, project deferments clog supply pipeline in the near term  

The country’s active supply pipeline is expected to slow down in the near term barring markets like Kolkata, Bengaluru and NCR. Kolkata will witness the 

largest growth in supply over the next four years (FY2016-FY2020) at 86% while Hyderabad and Chennai will witness the slowest growth at 13% and 19% 

respectively. In absolute terms, the NCR will witness the highest growth at 6,700 rooms during this period. 
 

 

Occupancy-led recovery caps margin expansion even as revenues grow 

Revenue for the industry sample is estimated to have grown by 9% during Q4FY2016E, driven by occupancy-led RevPAR growth. Higher revenues have 

pulled operating margins up marginally, higher than Q4FY2015 levels. Net margins, however, are contingent on the extent of write-off by the industry 

with stalled projects continuing to be a bane.  ICRA maintains its growth outlook for the industry at 8-10% during FY2017 with marginal uptick in margins. 
 

Feature: A road trip through God’s Own Country  

ICRA recently undertook a road trip along Kerala’s coast—from Trivandrum in South Kerala to Bekal in North Kerala. This helped us understand the 

demand dynamics and assess the on-ground supply situation better; helping us estimate upcoming supply timelines. This feature provides an in-depth 

insight into the Kerala premium hotel market supply, with a pictorial recollection of the upcoming supply. 
 

Company Profile:  

An analysis of the quarterly performance trends of key hotel majors in India 
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Subscribe to the full report for the following or more 
 

I. Hotel industry trends 
- ARR and occupancy trends of Indian hotel markets 
- Demand trends in the hospitality sector 
- Update on supply in key cities 
- Update on annual and quarterly performance of India hotel sector 

 
II. Outlook for India Hotel industry for 2016-17 and beyond 

 
III. Feature: A road trip through God’s own country 

 
IV. Brief coverage of following hotel companies 

- Asian Hotels (West) Limited 
- EIH Limited 
- Hotel Leelaventures Limited 
- Oriental Hotels Limited 
- Speciality Restaurants Limited 
- Taj GVK Hotels & Resorts Limited 
- The Indian Hotels Company Limited 
- Thomas Cook (India) Limited 

 
V. Annexure: ICRA’s Ratings in the Hotels industry 
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