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Hotel Britain Lite is a condensed 
version of Hotel Britain, BDO’s 
annual analysis of the UK  
hotel industry.
Despite the political and economic 
uncertainty of the past year, UK hotels have 
demonstrated commendable overall growth 
in 2019, largely driven by the positive 
performance of the London market. 

Highlights from this year’s report include 
an in-depth study of the macroeconomic 
environment and a five year breakdown 
of the UK hotel performance. In our 
‘A View from the Experts’ article, we 
feature industry leaders, Kate Nicholls 
(UKHospitality) and Paul Watson 
(InterContinental Hotels), who give us 
their respective reviews of 2019 and discuss 
what the industry can expect to see during 
the next decade. 

HOTEL BRITAIN LITE 2020
It is worth noting that the information and 
interviews found in this publication were 
compiled before the outbreak of COVID-19 
in the UK; we should therefore emphasise 
that the contents offer a market sentiment 
that may since have shifted.

We hope that you enjoy Hotel Britain  
Lite 2020.
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A WORD FROM 
ROBERT BARNARD

PARTNER 
HOTEL AND LEISURE CONSULTANCY SERVICES

Welcome to this year’s Hotel Britain Lite –  
a condensed edition of your one-stop guide to the 
UK hotel industry. We are pleased to bring you our 
in-depth analysis of the industry’s  
2019 performance.
While BDO’s Hotel Britain usually evaluates 
the prospects of the industry for the following 
year, under the exceptionally difficult 
conditions of the Coronavirus pandemic, 
we have chosen to forego any form of 
prediction at the present time. Like you, 
we simply cannot forecast the extent to 
which the virus will impact the industry, 
nor for how long. We remain optimistic 
that the sector will see a quick and full 
recovery (reminiscent of SARS) when 
the time comes – hopefully in the near 
rather than distant future.  

Our sympathies lie with each of you 
during this complex and sensitive 
time. We send our best wishes for 
your businesses, friends and families, 
and we remain at your disposal 
should you require any support in this 
challenging climate. While our Hotel 
Britain launch event has obviously 
been cancelled, we look forward to 
seeing you at a later date in the year 
under more positive circumstances. 
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FIGURE 1  Summary of performance, UK hotels (2015-2019)

2019 SURVEY HIGHLIGHTS*

TENTH CONSECUTIVE YEAR  
OF GROWTH 

The British hotel market has prevailed in 
room occupancy, average achieved room 
rate (AARR), and rooms yield in 2019, 
marking its tenth year of consecutive growth.

BDO’s sample demonstrated a rooms yield 
increase of £3.64 to £106.03 on average 
in the UK, equating to a strong 3.6% rise. 
Occupancy was up by a robust 2.0% from 
2018, achieving the highest level of the 
last five years. This was likely propelled by 
the depreciated pound, which rendered the 
UK more enticing to both domestic and 
overseas visitors.  

As before, the London market was the 
major force behind the UK boost, while 
the regional sector fell behind and slowed 
overall progress. 

TABLE 1  Summary of performance, UK hotels (2015-2019)

UK HOTELS
CAGR % 

(2015–2019)

2015 2016 2017 2018 2019

Occupancy (%) 78.5 78.8 77.3 78.3 79.9

Year-on-year growth (%) 0.2% 0.4% -1.9% 1.3% 2.0% 0.4%

AARR (£) 114.85 115.13 126.75 130.76 132.70

Year-on-year growth (%) 0.9% 0.2% 10.1% 3.2% 1.5% 2.9%

Rooms yield (£) 90.16 90.72 97.98 102.39 106.03

Year-on-year growth (%) 1.2% 0.6% 8.0% 4.5% 3.6% 3.3%

SOURCE  BDO research

SOURCE  BDO research
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* Survey completed before the onset of the 
Coronavirus (COVID-19) pandemic in the UK.
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LONDON REMAINS RESILIENT  

London hotels showed improvements in 
all three metrics in 2019, emphasising its 
continued resilience to both global and 
local challenges. 

Occupancy made the largest leap from 
77.8% to 81.9%, the highest level achieved 
in the five year review as published. 
London’s popularity as a business and 
tourist destination combined with solid 
rises in AARR to result in a dynamic rooms 
yield movement of 7.5%.  

This is encouraging as the capital has had 
to absorb extraordinary volumes of new 
supply this year, and as it awaits the largest 
ever pipeline of openings in 2020.

TABLE 2  Summary of performance, London hotels (2015-2019)

LONDON HOTELS
CAGR % 

(2015–2019)

2015 2016 2017 2018 2019

Occupancy (%) 78.7 78.7 75.7 77.8 81.9

Year-on-year growth (%) 1.0% 0.1% -3.8% 2.8% 5.3% 0.8%

AARR (£) 157.92 157.50 180.86 189.39 193.40

Year-on-year growth (%) 4.6% -0.3% 14.8% 4.7% 2.1% 4.1%

Rooms yield (£) 124.25 123.99 136.91 147.35 158.39

Year-on-year growth (%) 5.7% -0.2% 10.4% 7.6% 7.5% 5.0%

SOURCE  BDO research

FIGURE 2  Summary of performance, London hotels (2015-2019)

SOURCE  BDO research
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TABLE 3  Summary of performance, regional hotels (2015-2019)

REGIONAL HOTELS
CAGR % 

(2015–2019)

2015 2016 2017 2018 2019

Occupancy (%) 78.4 78.8 78.6 78.7 78.3

Year-on-year growth (%) 1.1% 0.5% -0.3% 0.2% -0.5% 0.0%

AARR (£) 79.27 80.12 82.04 82.32 82.56

Year-on-year growth (%) 4.0% 1.1% 2.4% 0.3% 0.3% 0.8%

Rooms yield (£) 62.16 63.17 64.50 64.82 64.67

Year-on-year growth (%) 5.1% 1.6% 2.1% 0.5% -0.2% 0.8%

PROFIT PRESSURE IN THE REGIONS 

Regional hotels demonstrated a weak 
performance in 2019. While AARR 
increased very slightly (0.3%), occupancy 
levels dipped by 0.5%, leading to a decline 
in rooms yield of 0.2%. Although this is 
not a considerable drop, it does highlight 
the turbulent socioeconomic context of 
the market this year, and the resulting 
pressures on profit margins.

England, Scotland and Wales all 
experienced a decay in rooms yield 
individually. Scotland was the worst 
affected of the three, falling in both 
occupancy (-3.8%) and AARR (-4.7%), 
generating a disappointing rooms yield 
change of -8.3%.  

FIGURE 3  Summary of performance, regional hotels (2015-2019)

SOURCE  BDO research
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SOURCE  BDO research

FIGURE 4  Rooms yield growth by country
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CAGR ANALYSIS 

Figure 4 analyses the compound annual 
growth rate (CAGR) for occupancy, AARR 
and rooms yield for London, regional and 
overall UK hotels over the last five years. 

Although all three metrics remained 
positive this year for London, regional,  
and overall UK hotels, the discrepancy 
between London and regional has become 
more evident. London’s five year CAGR 
figures swelled in every metric since last 
year’s analysis, with AARR displaying 
a particular surge. Contrastingly, 
regional rates have shown a significant 
degeneration in comparison with 2014-
2018, mostly in occupancy which became 
flat for 2015-2019. 

FIGURE 5  CAGR analysis for UK hotels 2015-2019
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PERFORMANCE BY HOTEL CATEGORY

London

Commendably, London displayed increases 
in rooms yield in all categories of hotel for 
2019. Deluxe, and especially international 
deluxe, revealed the leading uplifts in 
rooms yield growth (10.2% and 11.9% 
respectively); both segments showed 
sizable increases in occupancy, but it was 
the large AARR hike that sealed the deal for 
a high yield. 

Business class and tourist hotels showed 
the feeblest growth due to lowered AARR 
rates, but with a stable occupancy rise, the 
overall rooms yield still remained strong  
at 2.4%.

Townhouse boutique was the only sector 
to fade in occupancy (-1.3%), but with the 
largest AARR rise (6.3%), still realised a 
rooms yield upturn of 4.9%. 

TABLE 4  Rooms yield growth, London hotels 2015-2019

SEGMENT (AARR)

15/16 16/17 17/18 18/19

Deluxe (>£150) -0.1% 7.0% -1.2% 10.2%

Superior deluxe (>£200) -1.2% 1.4% 1.6% 6.7%

International deluxe (£150-£200) -0.7% 2.9% -3.3% 11.9%

First class (£100-£150) 3.2% 0.5% 3.3% 9.0%

Business class and tourist (<£75) -4.0% -10.9% 20.8% 2.4%

Townhouse/boutique (>£100) 6.7% 8.2% 3.7% 4.9%

SOURCE  BDO research

FIGURE 6  Rooms yield growth, London hotels 2015-2019
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The regions

Airport hotels and business class/tourist 
hotels were the weakest categories of the 
regional hotels in 2019. Airport hotels 
have shown the biggest shift over the last 
five years, with rooms yield rocketing in 
2016 and remaining relatively flat, before 
dropping again this year. 

£80-90 hotels and country houses 
presented the sturdiest results with 
a rooms yield rise of 1.6% and 2.4% 
respectively. £70-80 hotels had been the 
strongest category in 2018 at 3.8%, but fell 
in rooms yield this year by -0.5%.

TABLE 5  Rooms yield growth, regional hotels 2015-2019

SEGMENT (AARR)

15/16 16/17 17/18 18/19

>£90 -0.4% 0.9% 0.2% -1.0%

£80-£90 4.2% 0.7% 3.3% 2.4%

£70-£80 0.8% 2.7% 3.8% -0.5%

>£70 4.5% 1.6% -1.7% -10.3%

Country house 0.4% 2.5% -0.5% 1.6%

Airport hotels 16.6% 2.5% -0.7% -18.8%

SOURCE  BDO research

SOURCE  BDO research

FIGURE 7  Rooms yield growth, regional hotels 2015-2019

>£90

£80-90

£70-80

>£70

Country house

Airport hotels

2015/16 2016/17 2017/18 2018/19

-15%-20% -10% 5%-5% 0% 10% 15% 20%



9HOTEL BRITAIN LITE  |  BDO LLP

Key UK cities

Our sample of UK cities illustrates the 
range in performance across the country 
during 2019. Of the cities selected, 
Manchester exhibited the strongest rooms 
yield growth, driven by the 4.0% rise in 
AARR. Edinburgh underwent dramatic 
drops in AARR (-7.2%) thanks to declining 
occupancy rates, leading to a drop of 
-10.7% in rooms yield.

Aberdeen made marginal gains of 0.2% 
after a superb performance in quarter four, 
but continues to fluctuate due to the ever-
volatile oil market – read our commentary 
on this in the BDO Hotel Quarters Q4 
2019 publication.

SOURCE  BDO research

FIGURE 8  Rooms yield growth, regional cities 2018-2019
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ECONOMIC OVERVIEW

EMPLOYMENT RATES AT RECORD HIGH

The labour market has performed 
outstandingly in 2019. According to the 
Office for National Statistics (ONS), the 
rate reached 3.8% at the end of the year, 
and is expected to remain at this level 
for 2020. This record-low figure was first 
reached in March 2019 and remained 
there for the rest of the year, signifying the 
lowest levels since 1974. 

Similarly, the UK employment rate for 
October-December 2019 was declared a 
new high at 76.5%. The ONS estimates 
that 336,000 more people aged 16 and 
over were in employment compared with 
one year ago.  

TABLE 6  UK economic indicators 2017-2022

2017 2018 2019e 2020f  2021f 2022f

Real GDP growth (annual % change) 1.8 1.4 1.2 1.4 1.5 1.5

CPI inflation (annual % change) 2.7 2.5 1.8 1.9 2 2

Unemployment (%) 4.4 4.1 3.8 3.8 4 4.1

e Estimate
f Forecast

SOURCE  International Monetary Fund, October 2019

The employment rate of women was 
especially influential in this rise in recent 
years due to changes in the State Pension, 
meaning fewer 60-65 year old women  
have retired. 

Last year in Hotel Britain we reported 
concerns that the impact of Brexit could 
worsen in the UK – a record number 
of vacancies had appeared which was 
caused by EU workers leaving pre-Brexit. 
However, the first quarter of 2019 quelled 
these apprehensions with a record high of 
almost 2.4m EU workers in the country, 
representing a rise of over 100,000 
compared to the final quarter of 2018.
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UK ECONOMIC GROWTH AT SLOWEST 
RATE IN 10 YEARS

According to findings by the ONS and the 
International Monetary Fund (IMF), the 
UK economy expanded by 1.2% in 2019, 
signifying the slowest annual growth rate 
in 10 years. However, the result was even 
lower than IMF’s forecast figure for 2019 
of 1.5%, and both a weakening global 
economy and local political tensions 
were the cause: namely, a deferral of 
transactional activity in the UK following 
the planned Brexit dates of March and 
October 2019, as well as the run-up to the 
General Election.

Despite this low, GDP growth is predicted 
to stabilise at 1.4% in 2020 and 1.5% in 
2021, provided the UK achieves an orderly 
and gradual transition to a new economic 
affiliation with the EU. 
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A VIEW FROM 
THE EXPERTS

The UK hotel industry is at 
a pivotal junction in 2020 
amid political and economic 
uncertainty. As a result, we at 
BDO are interested in speaking 
to sector experts, hotel owners 
and operators who can cast 
light on some of the industry’s 
current challenges, who are 
championing change, or who 
have developed an original 
concept that works for today’s 
travel-consumer. 

This year in ‘A View From The 
Experts’, we are pleased to  
bring you two pieces of insight 
- one from a trade association 
body and the second from a 
hotel operator - that reveal 
the major opportunities of the 
moment for hoteliers, and that 
share what we can expect to 
see in the hospitality industry 
moving forward. 

Both interviews completed before the  
onset of COVID-19 in the UK.

UKHospitality, a trade association 
body, seeks to unlock the industry’s 
full potential as one of the biggest 
engines for growth in the economy and 
to ensure that the industry’s needs are 
effectively represented by engaging 
with government, the media, employees 
and customers. Their key priorities 
are the future workforce, tackling the 
excessive tax burden the sector faces 
and ensuring that regulation on business 
is proportionate. Here, Kate Nicholls 
talks to us about challenges in the 
sector last year, and UKHospitality’s 
ongoing campaign. 

Kate, reflecting on 2019, what do you 
think went well and what were some of 
the challenges faced by the hotel and 
hospitality industry?

There were the usual financial pressures 
on hospitality businesses, plus increased 
legislative complexity on the food safety 
front. Hotels have had to deal with 
the ongoing impact that home-sharing 
platforms have created, and businesses 
have had to adapt to stay competitive and 
attractive to customers.

We had some positive news towards the 
end of the year, during the second of two 
Queen’s Speeches, when the Government 
committed to a fundamental review 
of business rates – these have been a 
perennial burden on hospitality businesses. 

With previous Government commitments 
to review the system having been 
neglected, the need for change becomes 
ever more acute. The high profile of appeals 

for a tourist tax has been a worry and, 
disappointingly, it looks like the Scottish 
Government are on course legislate the 
enabling of one. 

 
We had some good news in Scotland, 
though, with the announcement of a 
mandatory registration scheme for short-
term lets, which should help ensure that 
hotels in Scotland can compete on an equal 
footing. Obviously, the announcement 
at the beginning of the year of the 
Government’s new immigration system 
could still deal a significant blow for a 
sector that is already struggling to fill gaps. 

2019 was a critical year for the hotel 
industry amidst Brexit negotiations and 
the General Election, but what can the 
sector do in the years to come to fulfil 
its growth-potential and to remain 
competitive in Europe? How can the 
government contribute to this?

The Government has been banging 
the automation drum again; this time 
in reaction to its immigration policy 
announcement. The message was pretty 
unambiguous: routes into employment 
for low-skilled foreign nationals will be 
closed off. We have been told that there are 
over eight million “economically inactive” 
Britons who will fill any recruitment gaps. 
This is plainly not viable, but the other 
suggestion was that automation could deal 
with any shortage in the workforce. 

It’s tricky to see how this might apply 
to hospitality as so much of what we do 
relies upon a human touch. People return 

KATE NICHOLLS
CEO AT UKHOSPITALITY 
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to our venues because they appreciate the 
tailored human interaction and service 
they receive. Hotels might be in a better 
position to capitalise on automation in 
areas like check-in and -out. It remains to 
be seen how serious the Government is 
about pushing automation and if they  
will provide support for businesses to 
promote this. 

For competition, the sector needs to resist 
calls for a tourist tax in the UK. We are 
already competitively disadvantaged by the 
lower rates of VAT across Europe, and any 
additional hotel tax runs the risk of making 
us significantly less appealing to customers. 

Post-Brexit, there is an opportunity for 
both the hotel and general hospitality 
industry, as we will potentially be free 
from state-aid rules. There is also a chance 
that the Government could pump prime 
markets more easily and provide reliefs  
for companies against the burden of 
business rates.

Furthermore, we need to project a message 
to the rest of the world that the UK is open 
for business and remains a world-class 
tourist destination. 

One of UKHospitality’s key campaigns 
is ‘Menu for Change’. Tell us more about 
this campaign and how it will help 
hotels in the future.

‘Menu for Change’ encapsulates all of 
UKH’s policy focuses and sums up our 
work to secure support for our members 
and for the hospitality sector at large. It 
is an ongoing, constantly-evolving project 
because UKHospitality’s work is never 
truly going to be finished; there will always 
be new challenges to overcome and new 
ways in which we can try to promote the 
industry in the eyes of Westminster’s 
decision-makers.

Broadly speaking, our work can be separated 
into three strands: lowering taxes; tackling 
restrictive legislation; and developing the 
workforce of the future. Employment is a 
key issue, and the challenges here could 
become more acute post-Brexit. Around one 
quarter of the entire hospitality workforce 
comes from outside the UK. If hotels want 
to continue to grow, they are going to need 
access to non-UK labour to boost their 
domestic workforces. 

In addition, a vital cog will be the Sector 
Deal for Tourism, which should help 
recruitment and retention in hospitality. 
Around 80% of tourism jobs are in 
hospitality, and recognition of the 
importance of tourism from Westminster 
and the devolved institutions along with 
direct support will be incredibly useful 
to enhance the skills and training that 
hospitality already provides. 

UKHospitality is committed to enhancing 
the development and training already on 
offer across the hospitality sector, the 
rolling out of high-quality apprenticeship 
schemes, and to on-the-job training. 
Additional support from Westminster will 
allow hotels to capitalise on such schemes 
and augment the training we provide. 

Sustainability is arguably the key issue 
of our time, and will be on the agenda of 
many boards. How can the hospitality 
industry lead the way in efforts to 
promote sustainability?

At the beginning of this year we published 
a ‘Future Shock’ report looking into 
the hospitality sector’s efforts to push 
sustainability. It showed that many 
businesses were already making decent 
strides, but that there was still plenty 
to do. Consumer demand was shown to 

be a significant issue, with customers 
now expecting businesses to be actively 
engaged in promoting sustainability. 
Increasingly, customers expect venues 
to be ethically sourcing food and drink, 
incorporating seasonal, local and fairly-
traded produce, reducing their carbon 
footprint, using environmentally friendly 
packaging, and supporting social, ethical, 
and green causes outside the business. 

Food waste was also shown to be high on 
the agenda for customers, and there is a 
sense that sustainability as a whole is only 
going to become more important for the 
general public. It is undoubtedly going to 
become even more crucial for businesses, 
as the Government will want to appear 
to act decisively on the issue. We need to 
anticipate legislation and act voluntarily 
to reduce the likelihood of Government 
legislation that could unwittingly increase 
logistical, legislative and financial burdens 
on businesses. 

Something else that was highlighted in the 
report was that, although customers expect 
businesses to be working proactively, they 
are not always prepared to pay for it, so 
shifting the cost of sustainable initiatives 
onto the customers is not always going to 
be the answer. 
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In the last few years, InterContinental 
Hotels Group (IHG) has rolled out several 
midscale and upscale brands while also 
strengthening their portfolio in the luxury 
space with its acquisition of the wellness-
focused Six Senses brand in 2019. The 
expansion has helped IGH massively, 
with the company recently reporting 
company-wide revenue growth of 8%, to 
$2.1bn, for 2019. Here we speak to Paul 
Watson, Director of UK&I Operations 
Integration at IHG,on his 2019 reflection, 
business travel and the wellness trend. 

Paul, reflecting on 2019, what do you 
think went well and what were some of 
the challenges faced by the hotel and 
hospitality industry?

Overall, 2019 has been another strong year 
despite so much uncertainty in the UK. 
Our industry continues to prove resilient. 
At IHG, we also saw strong performance 
in our home market, with UK RevPAR up 
1% in 2019. There was a particularly strong 
performance in London, with RevPAR 
up 3%, as it continues to be a stand out 
destination. The provinces had a tougher 
time in 2019, driven largely by an increase 
in supply and a softer corporate demand.

The upside of growth in new supply is 
that is has encouraged hotels to do things 
differently, creating a higher bar to meet 
and ensuring that existing properties are 
developed and improved. The result is 
enhanced consumer choice and experience.  

The new decade will see millennials 
coming of age. How can hotels best 
attract this demographic, and what 
will be the key areas to focus on in 
the future?

I think young travellers aren’t driven by 
a need to travel, but by a desire. And this 
filters through into the product they use. 

Even within the business environment 
where they might have a need to travel, we 
are seeing young travellers seek different 
experiences and have their own needs and 
expectations. There are opportunities to 
capitalise on this with value added at the 
enquire-stage, selling local experiences and 
offering preferable rates to extend stays 
from the outset. 

At IHG, we make sure we’re meeting the 
needs of all guests by offering an evolving 
and diverse brand portfolio. For example, 
our extended stay brand, Staybridge Suites, 
offers expertise to the ‘extended traveller’. 
The target guests are young, confident 
individuals seeking an elevated, residential 
style that supports their varied needs while 
away from home for an extended period of 
time. That means providing a fitness room, 
a pantry to buy goods from whenever 
required, and a social evening reception 
three days a week.

Young wanderers are considered well-
travelled and are likely to have friends 
whatever their destination, and whether  
on business, leisure or a blend of the two, 
they want to make the most of their time. 
We are focussing on the creation of hang 
outs, sharing spaces and casual dining 
to ensure a great place to stay and meet 
in many of our mid and upscale brands, 
replacing the formality of traditional hotel 
space demarcation. 

Some have predicted increased business 
travel in the next decade. Do you agree, 
and if so, how can hotels keep up with 
this market?

Business travel has always been a strong 
contributor to the hospitality industry,  
and it is important for hotel companies  
to evolve their offering as quickly as the 
needs of their guests, especially when it 
comes to elements such as technology and 
meeting spaces. 

IHG focuses on building and strengthening 
our brand portfolio which means that we’re 
ready for an increase in business travel, 
especially with our Crowne Plaza brand. 
Crowne Plaza believes business travel 
should work better and we recognise that 
in each market around the world, business 
and work style has changed. 

In July 2019, we announced the opening 
of six flagship hotels by 2020. These 
properties demonstrate the reinvention 
of one of the world’s largest upscale hotel 
brands and the continued commitment 
and investment from IHG in building the 
industry’s leading choice for business-
class stays. We’re doing that by rethinking 
what ‘time at work’ really means in the 
21st century – from meeting pods that 
are bookable by the hour, to flexible work 
spaces and guest rooms designed for work-
life balance. Crowne Plaza is redesigning 
what it is to be a business hotel.

Do you see the diversification of 
accommodation options as a help or a 
hindrance to the hotel industry? 

As one of the world’s leading hotel 
companies, it is vital that we have a diverse 
brand offering that meets the needs of all 
of our existing guests but also potential 
guests. The need of one person differs 
from the need of the next person. So, in 
my opinion, having a wide range of brands 
that offer different things helps the hotel 
industry. It’s also what keeps the industry 
interesting by creating new opportunities. 

For us, it’s about having distinct brands 
for guests and owners – the consumer and 
owner demand has to be there. We have 
a clear approach, focused on high-growth 
segments - a mixture of organic and 
inorganic growth:

 X Strengthening and growing our 
established brands

 X Creating brands that meet clear needs

 X Taking strategic opportunities to 
acquire brands that fit our portfolio

PAUL WATSON
Director of UK&I Operations Integration at InterContinental Hotels Group
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When we do add to our portfolio, it’s 
because we have identified a gap in an 
underserved market segment – whether 
that’s in mainstream, upscale or luxury – or 
because we’ve moved to fill a white space 
in our offer.

In your experience, have you found 
loyalty schemes to be an effective 
source of profit for hotels, and how can 
hotel operators make loyalty schemes 
more appealing to clients? 

IHG introduced the first guest loyalty 
programme in the hotel industry, IHG 
Rewards Club. Today, it remains the largest, 
with more than 100 million enrolled 
members globally. We also recently 
announced a partnership with  
Mr & Mrs Smith, which gives IHG Rewards 
Club members the opportunity to earn 
and redeem points at an additional 500 
incredible hotels. 

There is little doubt that loyalty is harder 
to come by within the age of digitalisation 
and the wide array of choice available 
at the click of a mouse. Large brands are 
able to overcome this to some extent by 
having a diverse portfolio of brands across 
multiple segments as well as scale in key 
markets and locations. However, it is not 

necessarily enough to simply reward with 
points or a discount. That’s why IHG has 
invested heavily in technology that will 
allow our hotels to proactively recognise 
our guests’ preferences, acknowledge them 
and completely meet their expectations 
and more. 

IHIF will soon be launching their 
Sustainability Council to identify key 
areas in which the hospitality real 
estate sector should be addressing 
sustainability: to what extent do you 
think hotel operators can incorporate 
ESG into the business, and how best to 
do this?

IHG strive on doing business responsibly, 
and I am very proud to be part of this 
journey. Sustainability is at the forefront 
of the business and is a consideration from 
the beginning of the hotel lifecycle; from 
how we build hotels, how we operate, to 
the bed sheets guests sleep in. 

In our industry, guests look at us as both 
operators and as destinations, asking how 
we are running our business and delivering 
things in a sustainable way. The rise of 
conscious travellers is helping to drive 
change within the industry. Many of the 
actions the industry is taking to reduce 

environmental impact need behavioural 
adjustments from guests to facilitate real 
change. One way we help guests to do this 
is through our ‘A Greener Stay’ programme, 
where guests can choose to have their 
room cleaned less regularly in return for 
IHG Rewards Club points. As a result of this 
initiative, guests are encouraged to make 
more environmentally conscious decisions 
when travelling. The programme helps 
hotels to take action towards reducing their 
environmental footprint with less water 
and energy used and a reduction in waste.

As well as this programme, we have since 
introduced a number of initiatives such 
as getting rid of all plastic straws in our 
hotels and replacing all miniature toiletries 
with bulk size alternatives. Of course, 
certain things can come at a cost but, in 
fact, they often come at a cost saving. For 
example, as we look to tackle food waste 
in our operations, we have partnered with 
Winnow to trial their innovative smart 
meter technology which records exactly 
what and how much food is being wasted 
in our kitchens. This allows hotels to amend 
their ordering processes – reducing both 
waste and cost.
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HOTEL TRANSACTIONS 
UK HOTEL TRANSACTIONS OVERCOME BREXIT HESITATIONS

Brexit uncertainty may have stifled activity 
in 2019, but the UK hotel market still 
realised £6bn of investment regardless. 
According to property advisors, Knight 
Frank, this technically marks a 17% year-
on-year decline, but follows what was an 
extraordinary year of hotel transaction 
volume in 2018 (£7.4bn); and indeed, the 
2019 result was only 3% below the five-
year average volume. These rousing levels 
of investment were propelled by investors 
seeking unwavering, long-term schemes, 
as well as institutional investors leaning 
towards alternative property types. 

2019 began energetically, completing 
over 40% of the year’s transactions within 
the first quarter. Brexit ambiguity fused 

with the turmoil of the General Election 
created a supernova of market hesitation, 
whereby investors reigned in their activity 
in Quarters 2 and 3. Following this, 
investment levels in Q4 bounced back 
assertively, realising 25% of the year’s 
transactional volume. 

According to Knight Frank, London 
experienced an investment volume of 
£2.7bn in 2019, which marks a weary 11% 
year-on-year deterioration; however, this 
figure still remains on a par with the five-
year average volume. London’s descent 
was driven by the quality of material on 
the market, with mostly smaller and/or 
lower value hotels available. Transaction 
price per key surged by 41% to £457k 

according to Knight Frank, largely because 
a huge 74% of the capital’s transactional 
volume comprised 5-star assets. The most 
extensive portfolio transactions included 
the £1bn sale of four Grange hotels.

Regional markets also plunged by a large 
20%, mostly due to waning portfolio 
transactions. Despite this, results show 
that transaction price per key in fact 
augmented by 20% to £146k. 

Confidence in the market following the 
General Election is expected to continue 
into 2020, and hotel investment volume 
could even rise above the 3 year average 
of £6.3bn. London plays a vital role in this 
as a magnet to foreign investors who take 
advantage of its liquid market. 
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SUMMARY OF FIVE 
YEAR PERFORMANCE

OCCUPANCY

% ch. CAGR

2015 2016 2017 2018 2019 18/19 CAGR 15-19

All UK 78.5 78.8 77.3 78.3 79.9 2.0% 0.4%

All London hotels 78.7 78.7 75.7 77.8 81.9 5.3% 0.8%

Deluxe (>£150) 81.5 81.6 79.2 78.4 83.9 7.0% 0.6%

Superior deluxe (>£200) 80.7 80.3 78.9 81.6 83.3 2.0% 0.6%

International deluxe (£150-£200) 86.1 82.2 81.8 79.4 84.1 5.8% -0.5%

First class (£100-£150) 78.0 78.0 73.1 75.5 80.2 6.1% 0.6%

Business class and tourist (<£75) 72.8 73.5 68.8 76.8 80.0 4.2% 1.9%

Townhouse/boutique (>£100) 81.3 81.7 88.7 89.7 88.5 -1.3% 1.7%

Regional UK 78.4 78.8 78.6 78.7 78.3 -0.5% 0.0%

England 78.0 78.0 78.0 78.0 77.9 -0.1% 0.0%

Scotland 82.5 82.4 82.3 82.9 79.7 -3.8% -0.7%

Wales 79.0 80.7 81.2 79.6 80.0 0.5% 0.3%

>£90 77.5 77.2 76.7 76.4 75.4 -1.4% -0.5%

£80-£90 77.3 78.6 78.2 78.6 79.3 0.8% 0.5%

£70-£80 75.9 77.6 77.4 78.2 79.7 2.0% 1.0%

>£70 81.3 81.1 81.7 82.1 74.9 -8.8% -1.6%

Country house 70.3 70.5 70.0 70.2 70.8 0.8% 0.2%

Airport hotels 86.3 86.8 85.5 85.5 81.2 -4.9% -1.2%

Aberdeen  64.5  61.7  60.9  65.3 65.7 0.6% 0.3%

Birmingham  68.9  72.7  72.7  72.0 73.0 1.4% 1.2%

Cardiff  82.0  86.6  86.8  85.3 84.5 -1.0% 0.6%

Edinburgh  81.8  83.5  84.0  82.7 79.6 -3.8% -0.6%

Liverpool  81.3  82.1  84.2  86.0 85.2 -0.9% 0.9%

Manchester  87.9  88.9  85.6  84.4 84.5 0.1% -0.8%

SOURCE  BDO research
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AARR  (£)

% ch. CAGR

2015 2016 2017 2018 2019 18/19 CAGR 15-19

114.85 115.13 126.75 130.76 132.70 1.5% 3.7%

157.92 157.50 180.86 189.39 193.40 2.1% 4.1%

221.76 221.37 243.97 243.66 251.07 3.0% 2.5%

272.87 270.80 279.52 274.30 287.04 4.6% 1.0%

174.91 182.04 188.33 187.52 198.24 5.7% 2.5%

129.70 133.90 143.63 143.52 147.42 2.7% 2.6%

95.46 90.79 86.44 93.56 91.91 -1.8% -0.8%

294.03 312.34 310.92 319.14 339.33 6.3% 2.9%

79.27 80.12 82.04 82.32 82.56 0.3% 0.8%

83.29 83.29 83.29 83.29 83.10 -0.2% 0.0%

78.15 75.66 77.09 79.45 75.72 -4.7% -0.6%

77.94 77.67 82.88 84.79 84.29 -0.6% 1.6%

93.79 93.74 95.20 95.72 96.09 0.4% 0.5%

78.35 80.34 81.24 83.48 84.79 1.6% 1.6%

68.47 71.22 73.77 74.18 76.93 3.7% 2.4%

59.59 62.42 63.02 61.60 60.59 -1.6% 0.3%

98.59 98.74 101.99 101.12 101.91 0.8% 0.7%

59.05 68.50 71.30 70.84 60.54 -14.5% 0.5%

97.28 83.24 78.82 76.63 76.32 -0.4% -4.7%

58.75 63.38 67.70 69.28 67.77 -2.2% 2.9%

77.67 76.32 80.95 82.31 82.17 -0.2% 1.1%

85.42 85.76 93.10 93.15 86.49 -7.2% 0.2%

77.94 81.32 83.85 88.96 89.01 0.0% 2.7%

81.50 83.17 87.43 88.05 91.56 4.0% 2.4%

ROOMS YIELD (£)

% ch. CAGR

2015 2016 2017 2018 2019 18/19 CAGR 15-19

90.16 90.72 97.98 102.39 106.03 3.6% 3.3%

124.25 123.99 136.91 147.35 158.39 7.5% 5.0%

180.83 180.57 193.23 191.00 210.56 10.2% 3.1%

220.21 217.50 220.51 223.94 239.01 6.7% 1.7%

150.67 149.64 153.98 148.96 166.68 11.9% 2.0%

101.13 104.41 104.94 108.39 118.16 9.0% 3.2%

69.47 66.73 59.45 71.82 73.53 2.4% 1.1%

239.08 255.03 275.91 286.21 300.30 4.9% 4.7%

62.16 63.17 64.50 64.82 64.67 -0.2% 0.8%

64.99 64.99 64.99 64.99 64.75 -0.4% -0.1%

64.51 62.36 63.45 65.83 60.35 -8.3% -1.3%

61.56 62.70 67.29 67.46 67.42 -0.1% 1.8%

72.67 72.35 73.01 73.17 72.43 -1.0% -0.1%

60.59 63.14 63.55 65.64 67.22 2.4% 2.1%

51.96 55.26 57.09 58.02 61.35 5.7% 3.4%

48.44 50.64 51.47 50.59 45.37 -10.3% -1.3%

69.32 69.61 71.38 71.03 72.20 1.6% 0.8%

50.96 59.44 60.95 60.54 49.18 -18.8% -0.7%

62.79 51.37 47.97 50.03 50.10 0.2% -4.4%

40.49 46.10 49.21 49.89 49.49 -0.8% 4.1%

63.66 66.13 70.30 70.24 69.41 -1.2% 1.7%

69.90 71.57 78.18 77.06 68.81 -10.7% -0.3%

63.35 66.74 70.64 76.48 75.80 -0.9% 3.7%

71.61 73.97 74.86 74.33 77.36 4.1% 1.6%



GLOSSARY

Definitions of some of the terms used in 
this report are provided below.

Room occupancy 
The ratio of total occupied rooms to 
total available.

Average achieved room rate (AARR) 
Rooms revenue divided by the total 
number of guest rooms occupied during 
the year.

(Average achieved) rooms yield 
Room occupancy multiplied by the 
average achieved room rate (also known 
as RevPar).

Current values 
Values expressed on an actual basis, 
including the effects of inflation.

Constant values 
Historic and future values rebased  
to a base year by removing the  
inflation element.

Compound Annual Growth Rate 
(CAGR) 
Average growth rate on an  
annualised basis.
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We hope you enjoy reading the report. If 
you would like to discuss something with 
one of our hotel industry experts, or if 
you have anyone in your organisation that 
would like to receive our hotel industry 
reports, please contact Lucy Cole.

ABOUT  
HOTEL BRITAIN

The results of this survey are grouped 
for convenience according to geographic 
location. We break down the performance 
of hotels in key centres across the country, 
and also analyse both London and the 
regions in terms of average room rate.

Hotels in the capital are divided in four 
main bands according to the average room 
rate achieved during 2019. The top rate 
band, Deluxe, comprises Superior Deluxe 
and International Deluxe properties. This 
is followed by First Class and Business 
properties, with the final category being 
Tourist hotels. There is also a separate 
performance breakdown, which extends 
across all these rate boundaries, for 
Townhouse properties. Regional hotels have 
been placed in one of five rate bandings, 
with a separate performance breakdown, 
which extends across all these rate 
boundaries, for Country House properties.

To ensure that our year-on-year results are 
directly comparable, only properties able to 
contribute data from the last five years have 
been included. Hotels which have closed for 
a period of refurbishment or have opened 
during this period have been excluded.

LUCY COLE 
RESEARCH ANALYST
 

lucy.cole@bdo.co.uk



21HOTEL BRITAIN LITE  |  BDO LLP



22 BDO LLP  |  HOTEL BRITAIN LITE

REGULATORY ADVICE FOR LEISURE 
AND HOSPITALITY BUSINESSES 

The leisure and hospitality sector is faced 
with an ever-changing burden of regulation, 
ranging from accounting standards to the 
Apprenticeship Levy and National Living 
Wage. We can provide practical guidance 
and help you navigate the challenges your 
business is facing. We can help you whether 
you are thinking of tackling the transition 
to IFRS accounting, wondering where you 
currently stand on troncs, trying to establish 
how the national living wage may affect 
your business or debating whether you 
should be converting to a REIT.

DRIVING GROWTH 

Driving the growth of your business is 
always a priority. This is a challenge in the 
very competitive leisure and hospitality 
sector. We will work with you to develop or 
adjust your strategy, fine tune your business 
model and overcome the barriers to growth. 
Our focus is to provide the actionable 
ideas and insights that will make a tangible 
difference to your business. Whether it is 
improving working capital management 
or improving tax efficiency, we will use 
our experience and expertise to deliver 
value to you. We always invest the time to 
understand you and your business so that 
we can help you achieve your goals. 

valuations and other transactional support. 
Our people sit on the HOSPA Council and 
Technical Committee. 

HOTEL INDUSTRY KNOWLEDGE 

We keep our clients up to speed with the 
latest issues and movements of the market, 
both nationally and internationally, 
presenting our findings through our 
comprehensive publications, Hotel Britain 
and Hotel Quarters. We also maintain one 
of the world’s best research and monthly 
benchmarking databases. In an industry 
which can be volatile and heavily affected 
by world events, we can give our clients 
vital insights into what they can do to 
improve their relative performance and 
market position In short, if you are active 
in the hotel industry then you should be 
talking to BDO. 

BDO LEISURE AND HOSPITALITY 
SERVICES 

Our Leisure and Hospitality Team provides 
specialist accountancy and business 
advisory expertise to a wide variety 
of leisure and hospitality businesses. 
Our sector experts use their experience 
and knowledge to deliver valuable and 
actionable advice to clients. 

BDO LEISURE AND 
HOSPITALITY SERVICES

Our team works with international businesses across the leisure 
industries, including restaurants and bars, betting and gaming, 
hotels, professional sports and fitness, and travel and tourism. We 
provide assurance, tax and advisory services to our clients, who 
range from small owner-managed businesses to large corporations in 
both the private and public sectors, many of whom are market leaders.

HOTELS 

BDO’s hotel industry experience goes 
back nearly a century. Today, we are at 
the forefront of the field, working with the 
industry’s market leaders. Our experienced 
and passionate partners and staff find and 
help implement actionable insights that 
make a difference to our clients’ businesses. 
We take the time to understand the business 
and people behind the numbers so that we 
can use our expertise to maximum effect. 

HOTELS SERVICES CONSULTANCY

Whether you are thinking about opening 
a new hotel, researching a new site, 
enhancing your competitive position, 
expanding overseas or seeking independent 
accountancy advice, BDO offers you a 
reliable, professional and above.  
Our hotel industry consultants deliver 
actionable insights and proposals on all 
aspects of developing, buying, selling, 
owning and operating properties in the 
leisure industry. The expertise of our 
specialist accountancy team ranges 
from the annual requirement for audits, 
financial statements and tax compliance 
to more specialist advisory work. We also 
help our clients with taxation planning 
and structuring, international operations, 
VAT and employment taxes, business 
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TAKING LEISURE AND HOSPITALITY 
INTERNATIONAL 

You may be ready to expand your leisure 
and hospitality business overseas. You 
may not be ready for the challenges of 
succeeding internationally. Local regulations 
and tax regimes, local labour markets and 
any number of other issues will have to be 
navigated. We will help you from the first 
step by helping you identify the best options 
for expansion. We can advise on the markets 
that are easier to break into. We can help 
you to work through the options available to 
you whether that is a joint venture, opening 
a branch, franchise or an acquisition. When 
you do make the leap, we will ensure you 
have the most efficient tax structures and 
all the necessary local knowledge. As part 
of the BDO international network, we draw 
on the leisure and hospitality expertise of 
colleagues across the globe. We have a 
presence and local leisure and hospitality 
expertise in every market you might want to 
expand into. 

LEISURE AND HOSPITALITY SECTOR 
EXPERTISE 

We understand that each area of leisure 
and hospitality faces its unique challenges 
and opportunities. We have specialist 
working in and with experience of those 
areas and sub-sectors.

OUR HOTELS TEAM

ROBERT BARNARD 
PARTNER
Management Consulting

robert.barnard@bdo.co.uk

MARK EDWARDS 
PARTNER
Audit

mark.edwards@bdo.co.uk

JAMES WELCH 
PARTNER
Tax

james.d.welch@bdo.co.uk

VINCENT WOOD 
PARTNER
Tax

vincent.wood@bdo.co.uk

CONOR LAMBERT 
DIRECTOR
Transaction Services

conor.lambert@bdo.co.uk

SARAH RAYMENT 
PARTNER
Business Restructuring

sarah.rayment@bdo.co.uk 
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FOR MORE INFORMATION:

ROBERT BARNARD 
PARTNER 
Hotel and Leisure Consultancy Services
+44 (0)207 893 2143 
robert.barnard@bdo.co.uk

This publication has been carefully prepared, but it has been written in general terms 
and should be seen as containing broad statements only. This publication should not 
be used or relied upon to cover specific situations and you should not act, or refrain 
from acting, upon the information contained in this publication without obtaining 
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