See separate Introduction to Dransfield Australian Hotel Market COVID-19 before reading individual Market Outlooks

Adelaide Market Outlook: COVID-19 Market Outlook Series
The Adelaide hotel market is midway through their supply cycle with a moderately high pipeline of progressed new
supply under construction and due to arrive over the next 2-3 years. This may slow their medium term recovery as
they look to absorb new supply in a softer demand market with less occupancy pressure, however, should settle
longer term as supply and demand recalibrates.
Adelaide was one of the quickest markets to withdraw room stock when the pandemic hit, and this may affect the
speed at which their ADR recovery takes place as these hotels reopen and increase supply. Replacing high value
event demand will similarly affect Adelaide hotels in both rate and occupancy, although we think Adelaide has the
potential to be a good short break (3-4 days) holiday option for interstate domestic visitors once state border
controls are lifted. Adelaide’s reputation for quality food and wine, as well as it’s gateway to a multitude of regional
experiences are strong drivers for the city’s short term leisure appeal. Adelaide should be able to leverage from the
large pool of potential visitors from the East coast drive markets of Melbourne and Sydney, despite being highly
sensitive to the volume and quality of domestic flight access for higher levels of demand rebound.
Our prior edition of Hotel Futures 2019 forecast negligible growth in the three years to FY2022, inhibited by the fist real
supply burst in many years, before strengthening considerably over the longer term to FY2027 Overall averaging a
moderate 3.3% p.a.
Demand Outcome
Our short term forecast for demand reduction (for the next 15 months), compared to our pre COVID-19 demand
scenario is presented below. Adelaide hotels have a relatively low international market mix at 18%. We expect a
moderate proportion will be replaced by domestic holiday makers who will transfer some of their international
holiday plans to shorter domestic getaways and surrounds in the next 18 months.
Adelaide– Forecast Demand Reductions from Travel Restrictions and Social Distancing

Short-term Outlook (next 12-18 months)
• Reduction to normal demand is minor in February as only Chinese sourced nights were blocked through this
month. In Adelaide, Chinese nights make up only 3% of total nights
• Reductions build through March and April as more pronounced social distancing measures were put in place,
stopping all International travel and most interstate Domestic travel
• Demand Reductions soften slightly through July/August, as limited domestic travel ramps up, most likely from drive
markets
• We anticipate more widespread domestic travel will take effect from the September school holidays, and on
subsequent holidays.
Longer-term Outlook
Our long term Adelaide demand forecast is presented below. We compare it to our Hotel Futures 2019 demand
assumptions formed in April 2019.
Annualised Demand Compare – Pre and Post COVID-19 Outlook

FY2020 demand falls approximately 15-20%, with only 4-5 months COVID-19 affected
• FY2021 demand remains blocked/reduced, albeit some typically international nights are replaced by typically
outbound guests who are also blocked from leaving Australia
• As the vast majority of travel restrictions are lifted in FY2022, demand returns to above FY2019 levels with much
more supply, and following outperformance in FY2019, albeit does not reach prior growth expectations due to the
economic and structural travel damage caused
• Demand absolute numbers will continue to grow, although are likely to remain one to two years behind prior
expectations, as outbound opportunities re-open.

Adelaide Market Outlook: COVID-19 Market Outlook Series
Downward Pressure on Rates
• FY2020 second half rates are expected to be around 15-25% below 2019 rates post March 2020, using current
STR data as the barometer. The quarantine rate that hotels are achieving from the Government appears to be
artificially lowering the rate in April and May below expected normal market forces
• FY2021 is likely to recover slowly as travel restrictions ease, but not completely due to weak demand, low
occupancy, hotel re-openings and a fragile economy. We expect Adelaide rates will start to record growth
from about March 2021 compared to the weakened March 2020. Scattered months of higher rate growth,
linked to holiday periods, may eventuate if domestic replacement demand is strong
• FY2022 should start to see more significant recovery, as prior period reductions unwind and current rate
discounting eases, although this coincides with an influx of new rooms which is likely to negatively impact
market rates as they look to establish market share in a traditionally conservatively priced market
• We still envisage high single digit or even double digit growth in FY2022, albeit from this much lower base. This
would see rates recover to FY2019 levels in FY2023
Supply Response and Effect on Occupancy
In Adelaide there is limited opportunity for supply recalibration with the majority of the pipeline already under
construction and likely to complete
Adelaide Supply Pipeline by Type – Long term 9 years

We expect 1,800 new rooms to arrive over the long term to FY2028, largely in line with prior expectations. The
majority of new rooms are planned to arrive through the period FY2021-FY2023. We anticipate long term Market
Response will soften as developers hold fire, until the market recovers, and occupancy pressure re-emerges.
A comparison of the revised supply expectations and the resulting occupancy is presented below
Supply Pipeline by Type and Occupancy Overlay – Long term 9 years

• Adelaide occupancy for FY2020 is likely to end 15-20 percentage points lower than the prior year. We expect
annualised levels to finish at 60-65%
• Under our demand scenario, occupancy will contract slightly in FY2021as international travel restrictions remain
in place, but some nights are replaced by diverted outbound travelers. We expect a 5-10% reduction, ending
the financial year at an annualised 50-55%
• FY2022 will likely see a big recovery as demand blockages unwind and Australian’s continue to choose to travel
domestically in the short term. We anticipate, market occupancy will increase to circa 65-70%, recognizing that
substantial new supply will have also come into the market at the same time.

Adelaide Market Outlook: COVID-19 Market Outlook Series
RevPAR Impact
• RevPAR reduction over the next 12-24 months will be significant
• We anticipate 25-45% reductions to prior expectations over this period ($35-50), with the RevPAR forecast over
15% lower for the full period to FY2027, however, mostly recovered to below 10% from FY2023

• We have also tested the impact of an improved recovery period (Accelerating the elimination of travel
restrictions and demand damage, and accelerating the rate of recovery), and a situation where International
travel is blocked (inbound and outbound) until June 2021.
• In both scenarios, this reduces the short term RevPAR damage to 20-30% ($30-40), with almost full recovery by
FY2025, however the long term forecast remains circa 10% below our prior Hotel Futures 2019 expectations.
This Individual market snapshot should be read in conjunction with our Introduction to the Australian Hotel Market
COVID-19 update
Our base case and sensitivity methodology as described in the theoretical overlay has changed since our first city
re-forecasts as new information about the virus and border restrictions has emerged. We now assume international
borders are closed until January 2021.
More detail on individual markets and how this forecast will affect individual hotels can be obtained by contacting
us. Please also join our free database to receive all future market intelligence publications.
Email: mail@dransfield.com.au
Ph: +61 2 8234 6600
Dransfield Website: www.Dransfield.com.au
Publication registration: www.Dransfield.com.au/publications
Disclaimer
This document contains both qualitative and quantitative statements concerning the future potential of hotel and property
markets, which may or may not prove to be correct. Dransfield & Co Pty Ltd does not make any representation or warranty,
express or implied that such statements will prove correct, or that estimates contained in this document will be achieved.
The projections and statements contained in this document are estimates and represent only one possible result, depending on
the assumptions made. Potential users of this document should satisfy themselves as to the current market conditions. Individual
hotel performance may differ to market averages. Due to the difficulty in predicting future events, the assumptions we have
used may not hold true. Dransfield accepts no responsibility for any action taken or any failure to act, in reliance upon the
information contained in this document. No liability for negligence or otherwise is accepted by Dransfield directly or indirectly in
relation to the material contained in this report
The information contained within this document is confidential and for the exclusive use of the intended recipient only.
Liability limited by a scheme approved under Professional Standards Legislation.

See separate Introduction to Dransfield Australian Hotel Market COVID-19 before reading individual Market Outlooks

Cairns & Port Douglas Market Outlook: COVID-19 Market Outlook
The Cairns and Port Douglas market is midway through a supply cycle, with the majority of new rooms recently
opened or under construction and due to arrive in the next 12 months and focused in Cairns. The market has
experienced strong overall RevPAR growth in the 5 years prior, however performance softened last year. New supply
had arrived at a time which coincided with poor weather which reduced the predominant leisure travel.
As a fly in dominated leisure destination, with typically strong international demand, this is one of the more difficult
cities to forecast in the COVID-19 environment and has higher forecast risk. Cairns and Port Douglas are likely to see
the widest range of occupancy and rate fluctuation between months.
We anticipate that in the very short term (say 4-5 months months to September) this market will be one of the hardest
hit as the location suffers from its distance to large drive source markets, and as flight volume likely takes time to
return to pre-COVID-19 levels. Following this period there is theoretically a large opportunity for above average
domestic demand to replace the lost inbound guests as Australians seek reprieve from the lockdown, however this
may similarly be affected by flight availability and prices, as well as weather related seasonality. The wet period
coincides with the first major recovery period in the summer and Easter of 2021.
Long term we think the improved hotel offerings may attract new customer segments at the luxury leisure end which
is often overlooked in the Cairns area. Australia’s reputation as a safe haven may also have increased the
attractiveness of this destination for internationals planning holidays. This provides confidence for the long term
prospects for the city, especially when matched with a very low longer term supply pipeline and low rates.
Our prior edition of Hotel Futures 2019 forecast relatively low 2.8% RevPAR growth in the three years to FY2022, as the
remining pipeline rooms arrive, before strengthening over the longer term to FY2027, averaging 3.2% p.a.
Demand Outcome
Our short term forecast for demand reduction (for the next 15 months) compared to our pre COVID-19 demand
scenario is presented below. Cairns and Port Douglas hotels have a relatively high international market mix at 40%.
We expect a moderate proportion will be replaced by domestic holiday makers who will transfer some of their
international holiday plans to closer domestic getaways and surrounds in the next 18 months.
Cairns & Port Douglas – Forecast Demand Reductions from Travel Restrictions and Social Distancing

Short-term Outlook (next 12-18 months)
• Reduction to normal demand is relatively minor in February as only Chinese sourced nights were blocked through
this month. In Cairns & Port Douglas, Chinese nights make up a high 10% of total nights
• Reductions build through March and April as more pronounced social distancing measures were put in place,
stopping all International travel and most interstate Domestic travel
• Demand reductions soften slightly through July/August, as limited domestic travel ramps up
• We anticipate more widespread domestic demand will take effect from the September school holidays, and on
subsequent holidays, as people become more comfortable to travel further and as domestic airlift
capacity/pricing improves. This area will recover more slowly than most others due to the high reliance on airlift.
Longer-term Outlook
Our long term Cairns and Port Douglas demand forecast is presented below. We compare it to our Hotel Futures
2019 demand assumptions formed in April 2019.
Annualised Demand Compare – Pre and Post COVID-19 Outlook

• FY2020 demand falls approximately 20-25%, with only 4-5 months COVID-19 affected
• FY2021 demand remains blocked/reduced, albeit some typically international nights are replaced by typically
outbound guests who are also blocked from leaving Australia
• As the vast majority of travel restrictions are lifted in FY2022, demand returns to just above FY2019 levels with much
more supply, however, does not reach previous growth expectations due to the economic and structural travel
damage caused
• Demand absolute numbers will continue to grow, although are likely to remain one to two years behind prior
expectations as outbound opportunities re-open.

Cairns & Port Douglas Market Outlook: COVID-19 Market Outlook
Downward Pressure on Rates
• FY2020 second half rates are expected to be around 20-30% below 2019 rates post March 2020, using current
STR data as the barometer. As a leisure orientated long flight market, we suspect both rates and occupancy will
be affected more so than other CBD based destinations
• FY2021 is likely to recover slowly as travel restrictions ease, but not completely due to weak demand, low
occupancy, hotel re-openings and a fragile economy. We expect Cairns and Port Douglas rates will start to
record growth from about March 2021 compared to the weakened March 2020. Scattered months of rate
growth, linked to holiday periods, may eventuate if domestic replacement demand is strong
• FY2022 should start to see more significant recovery, as prior period reductions unwind and current rate
discounting eases. This could mean double digit growth in FY2022, albeit from the much lower base.
• This would see rates recover to FY2019 levels in FY2023
Supply Response and Effect on Occupancy
In Cairns and Port Douglas there is opportunity for some supply recalibration over the longer term with proposals
and market response unlikely to eventuate in this environment. Hotels near completion will likely delay slightly,
however are likely to complete
Cairns & Port Douglas Supply Pipeline by Type – Long term 9 years

We expect 1,300 new rooms to arrive over the long term to FY2028, compared with almost 2,000 rooms in our prior
expectation. Almost half of the 600 rooms under construction have already opened through FY2020. The remaining
construction rooms will arrive over the next 12 months, whilst some late term Market Response should eventuate
following a very low period of new supply through the middle of the forecast and as the market recovers.
A comparison of the revised supply expectations and the resulting occupancy is presented below
Supply Pipeline by Type and Occupancy Overlay – Long term 9 years

• Cairns and Port Douglas occupancy for FY2020 is likely to end 15-20 percentage points lower than the prior year.
We expect annualised levels to finish at 50-55%
• Under our demand scenario, occupancy will contract again in FY2021as the relaxation of social distancing
measures coincides with the regions low season. We expect a circa 20% reduction, ending the financial year at
an annualised 35-40%
• FY2022 will likely see a big recovery as demand blockages unwind and Australian’s continue to choose to travel
domestically in the short term. We anticipate, market occupancy will increase to circa 65-70%, recognizing that
substantial new supply will have also come into the market at the same time.

Cairns & Port Douglas Market Outlook: COVID-19 Market Outlook
RevPAR Impact
• RevPAR reduction over the next 12-24 months will be significant
• We anticipate 30-60% reductions to prior expectations over this period ($50-75), with the RevPAR forecast over
20% lower for the full period to FY2027, however, mostly recovered to below 10% from FY2023

• We have also tested the impact of an improved recovery period (Accelerating the elimination of travel
restrictions and demand damage and accelerating the rate recovery), and a situation where International
travel is blocked (inbound and outbound) until June 2021.
• In both scenarios, this slightly reduces the short term RevPAR damage to 30-50% ($45-65), with almost full recovery
by FY2025, however the long term forecast remains circa 15% below our prior Hotel Futures 2019 expectations.
This Individual market snapshot should be read in conjunction with our Introduction to the Australian Hotel Market
COVID-19 update
Our base case and sensitivity methodology as described in the theoretical overlay has changed since our first city
re-forecasts as new information about the virus and border restrictions has emerged. We now assume international
borders are mostly closed until January 2021.
More detail on individual markets and how this forecast will affect individual hotels can be obtained by contacting
us. Please also join our free database to receive all future market intelligence publications.
Email: mail@dransfield.com.au
Ph: +61 2 8234 6600
Dransfield Website: www.Dransfield.com.au
Publication registration: www.Dransfield.com.au/publications
Disclaimer
This document contains both qualitative and quantitative statements concerning the future potential of hotel and property
markets, which may or may not prove to be correct. Dransfield & Co Pty Ltd does not make any representation or warranty,
express or implied that such statements will prove correct, or that estimates contained in this document will be achieved.
The projections and statements contained in this document are estimates and represent only one possible result, depending on
the assumptions made. Potential users of this document should satisfy themselves as to the current market conditions. Individual
hotel performance may differ to market averages. Due to the difficulty in predicting future events, the assumptions we have
used may not hold true. Dransfield accepts no responsibility for any action taken or any failure to act, in reliance upon the
information contained in this document. No liability for negligence or otherwise is accepted by Dransfield directly or indirectly in
relation to the material contained in this report
The information contained within this document is confidential and for the exclusive use of the intended recipient only.
Liability limited by a scheme approved under Professional Standards Legislation.

