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East African hotel markets emerging from
high supply growth cycle

Following a peak in the economic 
and hotel demand cycle in 2014, 
supply growth in East Africa has 
been at an unprecedented high level 
during the past three years. Demand 
fundamentals have been strong in 
a region which has experienced the 
highest level of economic growth 
in Africa in recent years. Yet supply 
growth, with the entrance of many 
global hotel operators, has outpaced 
demand in many markets. However, 
the hotel development pipeline has 
now reduced which will allow hotel 
performance to recover.

Hotel investment in East Africa has 
been driven by local private investors 
with access to prime land and lending 
capacity off their diversified balance 
sheets. We are seeing increased 
interest in acquisition opportunities 
in the region by foreign investors 
as the sector is maturing rapidly. 
International branding has increased 
significantly during the past five years, 
and new supply is, by global standards, 
generally of investment grade quality. 
We expect the coming years to see an 
increasing level of hotel conversions to 
international brands as owners seek 
broader distribution, while the budget 
and midmarket segments offer the best 
development returns in the medium 
term.

Over the past 24 months, Nairobi has 
undergone a high supply growth cycle, 
with more than 2,000 rooms entering 
the market, resulting in a 23% increase 
in supply. With currently close to 8,500 
rooms, and about another 1,000 rooms 
anticipated to enter the market in the 
next two to three years, Nairobi is now 
nearing the end of its supply growth 
cycle. Performance is expected to 
remain under pressure in the
short-to-medium term, however, long 
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term fundamentals are strong. High 
tourist arrivals growth, public sector 
support for tourism, new air routes and 
corporate expansion will drive demand 
growth.

Addis Ababa is characterised by 
a moderate level of supply, that is 
primarily unbranded and locally owned 
or operated. Addis Ababa is due to 
enter a period of high supply growth 
of up to 4,000 rooms and much of this 
will be branded, which will change the 
distribution landscape. While there is 
a significant pipeline, it is anticipated 
that only 30% to 40% will actually 
be realised due to limited access to 
financial leveraging and hard currency 
lending. The continued growth of 
Ethiopian Airlines and increasing 
foreign corporate entry in Ethiopia will 
be required to drive demand to absorb 
new supply entering the market.

Dar es Salaam has experienced the 
most manageable supply growth in 
recent years, while demand has slowed 
in the past 18 months due to reduced 
government demand, the move of the 
capital to Dodoma, and a reduction 
in foreign investment sentiment. New 
supply will open in 2018 and 2019 
to complete the most recent supply 
cycle. Improved corporate demand off 
the back of strong economic growth, 
as well as a recovery in government 
demand will be required to absorb new 
supply.

The hotel performance outlook in
Kampala is positive following the 
addition of close to 1,000 new 
rooms in the market. Kampala is an 
important regional centre and will 
likely experience a strong increase in 
corporate activity and conferences over 
the next five years, resulting in hotel 
demand growth. 

Hotel supply in Kigali has doubled 
over the past two years and this has 
resulted in a decline in performance. 
Rwanda has been very successful in 
attracting the conference and events 
market, and it will be essential for this 
to continue to allow excess supply to 
be absorbed. A limited supply pipeline 
paired with strong government support 
for the tourism sector should result in 
the industry recovering in the medium 
term.

The impact of the high level of supply 
growth across the region is likely to 
continue to be felt in 2018, with the 
strong demand fundamentals pushing 
hotel performance thereafter. Future 
supply is likely to grow at a much more 
moderate pace and through product 
which is better geared to market 
demand as hotel investors gain more 
experience. 

We favour the budget and midmarket 
segments in the region for investment 
returns, while conversion and value-
add opportunities could provide good 
prospects. The completion of this hotel 
supply growth cycle is also likely to see 
assets coming to market for sale which 
will bring some much-needed liquidity 
to the market where quality assets are 
tightly held. This should in turn bring 
fresh capital into the sector.



Recent completions

City Lodge at Two Rivers
2018 (171 keys)

Hilton Garden Inn JKIA
2018 (175 keys)

Movenpick Hotel & Residences 
2018 (223 keys)

Four Points by Sheraton JKIA
2017 (194 keys)

Pipeline developments

Pullman Nairobi Westlands
2018 (340 keys)

Radisson Blu Hotel & Residence
2018 (123 keys)

JW Marriott Nairobi 
2020 (365 keys)

Hilton Pinnacle
2022 (255 keys)

Nairobi, Kenya

DemandTourism
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Quick Facts

1.4 million
International tourist arrivals in 2017
▲9.8%

1,000-1,500
New rooms expected  (2018-2020)

47%
*Occupancy ▼ 6.0%

126
*Average Daily Rate ▼ 8.0%

US$ 60
*RevPAR ▼ 17.8%

Investment
Local private owners have led 
investment and development in 
Kenya’s hotel industry in the current 
growth cycle, many of whom are 
planning to expand their portfolios 
beyond Kenya. There is an increase 
in local and regional institutional 
investors looking at the sector in this 
part of the cycle. Lending is available 
on hotel developments based on 
the broader balance sheets of the 
promoters. Hotel operators have 
increasingly shown a willingness to 
invest through operator loans and 
key money, which will increase brand 
conversions. 

Outlook
The high level of new supply that 
has entered the market, as well as a 
realistic pipeline of a further 1,000 to 
1,500 rooms, will continue to place 
pressure on room rates as occupancy 
will remain around 45% to 55% for the 
market. Demand fundamentals are 
however strong with renewed political 
stability, robust growth in leisure 
tourism and government commitment 
to the tourism sector. Investment 
returns will be impacted by reduced 
profitability in the short term, yet this 
may present acquisition opportunities 
of distressed assets. Various sub-
nodes and niche segments continue to 
provide positive investment prospects, 
and these are being pursued by 
increasingly experienced local hotel 
investors.

Supply Performance
Renewed optimism in the 
tourism industry resulted in 
a 9.8% increase in arrivals in 
2017 to 1.47 million, despite 
disputed presidential 
elections. 

Hotel demand should 
improve in 2018 with the 
elections over. Stability in 
the tourism sector and new 
air routes will continue to 
drive demand.

The past two years saw 
unprecedented growth in 
supply of more than 2,000 
rooms (23% growth). More 
supply will enter, but the 
pace of growth will reduce.

Occupancy and rates are under 
pressure due to oversupply. 
Performance is forecast to 
remain subdued in the short 
term, yet strengthen in the 
medium term as fundamentals 
remain strong.

*Source: STR Global, 2018



Addis Ababa, Ethiopia

DemandTourism
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Investment
Investment in the Addis Ababa hotel 
industry is largely from local private 
sources, with some government and 
foreign investment in the sector. Local 
promoters have limited access to 
foreign currency for imports and this 
has reduced the realisation of the 
supply pipeline of up to 4,000 rooms. 
Lending is scarce and expensive which 
is further reducing project completion. 
As Ethiopia continues to open up to 
foreign investment, it is likely that 
demand for hotel acquisitions and 
development will improve significantly. 
A number of hotel development 
projects have ground to a halt as they 
reach the end of the local developers’ 
financing and require foreign currency 
injections to be completed.  

Outlook
Demand in the hotel sector is diverse 
due to the large presence of the 
diplomatic community and NGO 
segments providing a balance to 
corporate demand. Long term demand 
growth must be driven by the corporate 
segment and this will depend on 
further corporate entry. The growing 
status of Addis Ababa as an air traffic 
hub has the prospect of generating 
transient and leisure demand. Hotel 
performance outlook in the short term 
is positive, yet the large new supply 
pipeline could place pressure on 
occupancies if corporate demand does 
not keep pace.

Recent completions

Best Western Plus Addis Ababa
2017 (160 keys)

Sapphire Addis Hotel
2017 (130 keys)

Magnolia Hotel & Conference Centre
2017 (86 keys)

Ramada Addis Ababa
2016 (136 keys)

Pipeline developments

Hyatt Regency Addis Ababa
2018 (188 keys)

M Gallery by Sofitel
2018 (218 keys)

Ethiopian Airlines Hotel
2018 (373 keys)

Movenpick Addis Ababa
2019 (252 keys)

Supply Performance
Growth in the tourism 
sector is driven by 
economic expansion 
and route extension by 
Ethiopian Airlines.
International tourist 
arrivals are estimated at 
over one million visitors 
per annum. 

Hotel demand is based on 
the corporate, NGO and 
diplomatic markets. Further 
corporate market entry will 
be essential for sustained 
demand growth.

Hotel supply remains 
fragmented with limited 
branded supply. A high 
supply growth period 
may commence shortly, 
yet this is constrained by 
hard currency access by 
promoters.

Hotel performance was 
reasonably strong in 2017 
despite some political 
unrest. Fundamentals 
remain very positive, yet 
supply pipeline realisation 
needs to be monitored. 

*Source: STR Global, 2018

Quick Facts

1.0 million –
International tourist arrivals in 2017

3,000-4,000 
Rooms in potential supply pipeline 
(2018-2020)

54%
*Occupancy ▲ 2.2%

192
*Average Daily Rate ▼ 5.1%

US$ 104
*RevPAR ▼ 3.0%

1.4 million



Dar es Salaam, Tanzania

DemandTourism
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Quick Facts

1.2 million
International tourist arrivals in 
2016 ▲ 3.9%

600-800 
New rooms expected  (2018-2020)

52%
*Occupancy ▼ 6.5%

119
*Average Daily Rate ▼ 7.7%

US$ 62
*RevPAR ▼ 13.7%

Recent completions

Golden Tulip City Centre
2017 (55 keys)

Ramada Encore
2016 (116 keys)

Pipeline developments

City Lodge Dar es Salaam
2018 (147 keys)

Element Oyster Bay
2018 (105 keys)

Rotana Dar es Salaam
2018 (256 keys)

Ivory Towers Hotel & Residences
2020 (180 keys)

Supply Performance
Tourism is one the most 
important economic 
segments in Tanzania, 
contributing to 17.5% of 
GDP (2016). The sector is 
diversified with leisure, 
corporate and conference 
arrivals. 

Government demand has 
been under pressure due 
to public sector austerity 
measures and the move 
of the capital to Dodoma, 
while foreign corporate 
demand has been deterred 
by political rhetoric.

Hotel supply has remained 
relatively stable in a high 
supply growth region. 
New branded supply of 
some 700 quality rooms 
is anticipated to enter the 
market between 2018 and 
2020.

Dar es Salaam recorded a 
decline in occupancy and 
rates in 2017 due to lower 
government demand, 
increased VAT and stagnated 
corporate demand. Improved 
performance is likely to be 
linked to large FDI projects.

Investment
As the hub to one of the fastest growing 
economies in Sub-Saharan Africa, Dar 
es Salaam was, until recently, a prime 
city targeted for investment. However, 
investment activity in Tanzania has 
slowed since the election of President 
Magafuli in 2016. This is largely due 
to his strong stance on several issues 
including the operation of foreign 
companies already in Tanzania as well 
as immigration. While the development 
of the oil and gas sector in Tanzania 
brings high prospects of further 
business demand growth with those 
companies establishing themselves 
primarily in Dar es Salaam, public 
policy needs to support this external 
investment and corporate entry.

Outlook
Following several high demand growth 
years, the past 18 months or so of 
trading have been disappointing. The 

leisure segment has been strong in 
Tanzania through its extensive wildlife 
offering and beach resorts in Zanzibar. 
This segment, however, has limited 
spin-off into hotel demand in Dar es 
Salaam which continues to be focused 
on corporate and government demand. 
Improved sentiment to foreign 
corporate entry and immigration 
would provide demand growth, as 
would a recovery in demand from the 
government sector. Supply growth 
is significant yet manageable in a 
scenario where demand growth returns 
to the market.

*Source: STR Global, 2018



Kampala, Uganda

DemandTourism
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Recent completions

Méstil Hotel and Residences
2018 (98 keys)

Pearl of Africa
2017 (252 keys)

Protea Hotel Naguru Skyz
2017 (141 keys)

Speke Apartments
2017 (144 keys)

Pipeline developments

Hilton Garden Inn
2018 (96 keys)

Latitude 0
2018 (49 keys)

Supply Performance
Growth in arrivals has 
averaged 9% since 2010, 
boosted by regional and 
international arrivals. 
Domestic tourism has 
been buoyant into 
Kampala.

Hotel demand is driven 
by regional, local and 
international corporate 
travellers. Further 
investment in the oil and 
gas segments will support 
further demand growth.

There is limited branded 
supply in Kampala, yet 
locally operated hotels 
compete well with global 
operators. Supply growth 
is manageable and 
conversions likely.  

New supply impacted 
market performance in 
2017, with occupancy 
down while rates were up. 
Demand fundamentals are 
upbeat and performance is 
expected to recover.

Investment
Hotel investment is provided by local 
and regional private operators, with 
lending for hotel development being 
sourced off the back of the balance 
sheets of the promoters. Foreign 
interest in investment in the sector is 
low and primarily through diaspora 
with links back to Uganda. Following 
a high level of supply entering the 
market in 2016 to 2017, it is likely that 
short-term investment returns will be 
subdued. The limited supply pipeline 
coming into the market should ensure 
that investment performance picks up 
in the medium term.

Outlook
Following the addition of close to 
1,000 new rooms to the market in 
recent years, the reduced pipeline of 
150 to 250 rooms in the medium term 
can be absorbed. Demand growth 
fundamentals are optimistic in a region 
which is showing a continued positive 
economic growth outlook. Kampala 
is an important regional centre 
and will likely experience a strong 
increase in corporate activity and 
conferences during the next five years, 
resulting in hotel demand growth. 
Consequently, trading performance is 
expected to improve, with a continued 
diversification of source markets.

Quick Facts

1.3 million
International tourist arrivals in 2016 
▲ 1.5%

150-250 
New rooms expected  (2018-2020)

56%
Occupancy ▼ 5.1%

167
Average Daily Rate ▲ 8.0%

US$ 94
RevPAR ▲ 11.9%



Kigali, Rwanda 

DemandTourism
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Quick Facts

932,000
International tourist arrivals in 2016 
▼ 5.6%

200-300 
New rooms expected  (2018-2020)

49%
Occupancy ▼ 3.9%

148
Average Daily Rate ▲ 5.7%

US$ 73
RevPAR ▲ 2.8%

Recent completions

ONOMO Kigali
2018 (109 keys)

Marriott Kigali
2017 (254 Keys) 

Park Inn by Radisson
2017 (161 keys)

Pipeline developments

Ramada Kigali
2019 (154 keys)

Sheraton Kigali
2023 (136 keys)

Supply Performance
Kigali has positioned itself 
well as a major conference 
destination in Africa, while 
corporate entry continues. 
Arrival growth prospects 
are positive and boosted 
by public sector support.

Premium hotel demand 
is driven by the MICE 
segment, with regional and 
business travel providing 
market diversification. 
MICE, corporate and leisure 
demand growth prospects 
are encouraging.

Kigali has undergone a 
period of unprecedented 
supply growth, doubling 
quality rooms in the past 
18 months. New supply is 
expected to continue to 
enter a competitive market.

The market is experiencing 
oversupply and MICE events 
drive demand spikes. Rates 
remain under pressure in a 
bid to keep occupancy levels 
stable. Performance will be 
subdued in the medium term.

Investment
Hotel development in Kigali has 
been driven by a mix of public sector, 
private domestic and limited foreign 
investment. The recent additions of 
the Radisson Blu Hotel and Kigali 
Convention Centre, as well as the 
Marriott Kigali represent some of the 
better quality assets in the region. 
Investment into the sector will slow 
down in the medium term as the 
oversupply in the market will take 
some time to be absorbed. Public 
sector support of the tourism sector 
(especially the MICE segment) will 
be essential in improving hotel 
performance and investment returns 
during the coming years.

Outlook
The Kigali hotel sector is likely 
to continue to be dependent on 
conferences and events, as well as 
the entrance of regional and global 
corporates into the city. Due to the 
relatively small size of the local 
economy and limited domestic tourism 
capacity, demand will need to be 
sourced from international markets. 
The government has been successful 
in attracting large regional conferences 
and the continued expansion of this 
segment is essential to hotel demand. 
Depending on event demand growth, it 
is likely that it will take up to five years 
for current supply to be effectively 
absorbed. 
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