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® Between 2019 and 2021, the hotel industry is expected to grow steadily along with the tourism sector. Foreign tourist
arrivals are forecast to rise by 5-7% per year during the period, while the number of domestic tourists is expected to
increase at a slightly slower annual rate of 3-4%. These should lift average hotel occupancy rates to 71.5-72.5% from

71.4% in 2018.

® In the same period, hotel operators will continue to invest in more hotel properties. These will be predominately (i) in
Thailand’s major tourist destinations (Bangkok, Pattaya and Phuket), with the bulk of investment by large-scale Thai and
foreign investors, and (ii) in provinces that are regional development hubs and in secondary tourism destinations and
provinces that are benefitting from rising levels of economic activity (including trade, investment, and tourism) in the
region. However, the expanding supply of hotel accommodation coupled with the increasing prevalence of day-rates
offered by apartments and condominiums, and the rising popularity of online booking platforms (e.g. Airbnb) will lead to

stiffer competition in the sector.

4 Overview

The hotel industry (which here includes hotels, resorts and
guesthouses) is directly connected to the tourism sector. In
2018, hotels and restaurants combined accounted for 5.6%
of Thai GDP, bringing in THB920bn.

Thailand is a top tourist destination partly because of the
world-class tourism attractions spread throughout the
country. Bangkok is a major and perennially popular tourist
attraction, with the city consistently winning tourism awards.
There are popular beach destinations in the south and east,
and in the north, a range of eco-tourism travel options. In
addition, the country benefits from competitively-priced
accommodation and low cost of living which, when
compared to other countries, is considered good value for
money. Beyond this, the country’s extensive
communications network makes travel convenient.
National infrastructure is also constantly being upgraded.
These factors give Thailand an advantage over its
competitors. Indeed, the 2017 Travel and Tourism
Competitiveness Index compiled by the World Economic
Forum places Thailand 34th out of 136 countries surveyed
and 3rd in Southeast Asia after Singapore and Malaysia
(Figure 1). Relative to other countries in the region, Thailand
benefits particularly from having the highest quality of
natural resources in the Asia-Pacific region (Table 1)
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Figure 1: Travel & Tourism Competitiveness Index (2017)
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Table 1: Travel & Tourism Competitiveness Ranking

Room rates and tourism’s natural resources --
Strong points of Thai tourism compared to competitors

., Hotel Price Hotel Rooms Natural Quality of Tourism
Countries
Index (number/100 pop.)  Resources Infrastruture

Thailand 35 39 7 17
Malaysia 18 35 28 16
Vietnam 53 74 34 113
Hong Kong 91 26 49 9
Singapore 96 29 103 2

Source: WEF (The Travel & Tourism Competitiveness Report 2017,

survey from 136 countries)
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On the demand side, foreign tourists comprise the most Figure 2: Share of International Tourism Receipts
important group and contributes around 65% of the sector’s

receipts. They spend more per head and stay longer in tourist 2;hare

accommodation than domestic tourists. Within the general 2008 2018
category of foreign tourists, those from East Asia (China, 40

Japan, South Korea, Hong Kong and Taiwan) are the most 30

important in terms of receipts and numbers, contributing
40% of all receipts from overseas arrivals (Figure 2) and 20
accounting for 41% of total foreign tourists (Figure 3). Europe

10
is the second largest receipts contributor at 25% of all
. . . . 0
recelpts from forelgn.arrlva'ls, but the ASEAN zone is second East Asia ASEAN South Middle Africa
in the number of foreign arrivals (27%). The Asia East
Europe Americas Oceania
The most important tourist markets for Thailand are Source : Ministry of Tourism & Sports (MOTS)
China, Malaysia, India and Russia.
China: With 10.5 million Chl.nese to.urlsts cor_nmg. to Th.alland Figure 3: Share of International Tourist Arrivals
last year (27.5% of all foreign arrivals), China is Thailand’s (by region)
most important tourist market (data for 2018, Table 2). <
% share

Although the Chinese market is large, it recently experienced 50 2008 2018
explosive growth, increasing more than ten-fold in size since
2007, with Chinese visitors now visiting all of Thailand’s major
tourist destinations in approximately equal proportions 30
(Figure 4). A combination of several ‘push’ factors are

40

encouraging more Chinese Vvisitors. These include the 20

following: (i) China has eased restrictions on international 10

travel by Chinese citizens, who can now visit 140 countriesY.

(i) The rapid growth of the Chinese economy has caused an 0 East Asia Europe South Middle Africa

equally-rapid expansion of the middle-class population. The Asia _ East

. . . . . ASEAN Americas Oceania

McKinsey estimates that in urban regions, the middle-class

population made up 76% of the population in 2015 from only Source :MOTS

22% in 2005, and they naturally have greater ability to travel

abroad. (iii) The number of low-cost carriers has increased, as

has the number of direct flights linking Thailand and China. In Table 2: Top 10 of International Tourist Arrivals

addition, land links between the two countries, especially the (Persons)

R3A (Thai-Laos-South China) connection, have also improved. Rank  Country 2008 %share* 2018 % share*

(iv) Relations between China and Japan and South Korea have 1 China 826,660 5.67 10,535,955 27.53

not been entirely smooth over the past 3-4 years and because 2 Malaysia 1,805,332 1238 4,097,604 10.71

of this, some Chinese travelers have changed their travel 3 SouthKorea 889,210 6.10 1,796,596  4.69

plans and visited Thailand instead. (v) The popularity of the 4 laos 621,564 426 1,750,658  4.57

Chinese film ‘Lost in Thailand’ (originally  screened in 5 Japan 1,153,868 791 1,656,100  4.33

December 2012, the first Chinese film to gross over CNY 6  India 536,964 368 1596772 417

1,000 m) was a powerful advertisement for Thailand, and 7 Russia 324,120 222 1472949 385

especially Chiang Mai where it was filmed. The film fueled a 8 UsA 669,097 459 1,123,248 293

sharp rise in Chinese tourists during 2013-2016. 9  Singapore 570,047 391 1067309  2.79
10 Vietnam 338,303 232 1,027,430  2.68

Source : MOTS
Note: * % share of Thailand’s international tourist arrivals

1/ In November 1983, the Chinese government first allowed Chinese citizens to travel to
Hong Kong and Macau in order to visit family members and subsequent to this, the
number of countries that citizens were allowed to visit steadily increased until it
reached the current total of 140. This process was accelerated by China’s entry to the
WTO in 2001, and the requirement for China to operate under WTO regulations
regarding tourism. The result of this has then been to increase the number of Chinese
tourists traveling abroad (Bank of Thailand, June 2014).
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In addition, there are also several ‘pull’ factors originating
from Thailand, including (i) government policies to promote

Thailand Industry Outlook 2019-21

Figure 4: Foreign Arrivals at Accommodations (2017)

Hotel Industry

tourism to Thailand such as waiving fees for visas issued on Bangkok Pattaya
arrival (VOAs) for Chinese citizens, and (ii) ongoing UK3.7%

. . . P India 3.9% Others Germany 4.3% Others
ma_rketlng ef.forts. by offlual organlzatl_ons t.o attra.c.t more South Korea 4.5 % 41.9% India 6-1‘N1'3%
Chinese tourists, including road shows in Chinese cities and Japan 7.4% . South Korea 7. o0

. } . . ) . ina ——
Sfat.tln.g up TourlsT Authority of Thailand (TAT) offices in | Russia 11.9% NS
cities including Beijing, Shanghai, Guangdong, Chengdu and
Kunming.

Chiang Mai Phuket
Looking at behavior of tourist markets, those from East Asia, France 4.8%  UK3.9%
iall Chi tend t b . t UK 5.8% Australia 5.7%
especially ina, ten (o] .e more. responsive to Japan 6.5% oo Germany 6.3% others
emergencies such as those terrorist acts, disease outbreaks, USA 7.1% 41.3% 44.1%

i Russia 9.6%
or natural disasters. In contrast, European and North
China China

American tourists are more sensitive to changes in 34.5% 30.4%
economic conditions, partly explained by the fact that
Europeans and North Americans travel from considerably
further and so it is more difficult for visitors from these
countries to change plans at short notice.

Source : MOTS

Figure 5: International Tourist Arrivals (main market)
Malaysia: Within Asia, Malaysia is as a major market for
Thai tourism. There has been substantial growth in tourist
arrivals that has been sustained over the past few years.
Compared to CLMV, Malaysia is also a major source of
tourist income; in 2017, it reached THB95bn compared to 4 8
THB130bn from CLMV tourists. This is being driven by the
growth of cross-border Thai-Malaysian trade. Malaysian
tourists typically enter the country through the Sadao 2 ee. 4
crossing (main entry point) or those in Batong and 1 ._;\M 2
Sungaikolok. In addition, introduction of a Malaysia-Chiang .;.7:7%
Mai air route has increased the number of Malaysian 2006 2008 2010 2012 2014 2016 2018 0
tourists traveling to Chiang Mai (in 2017, the number
staying in hotels in Chiang Mai rose by 19.4% YoY).
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India: Between 2015 and 2018, the Indian market registered double-digit growth annually supported by steady growth of the
domestic economy and a rapidly-growing middle class. The Indian National Council of Applied Economic Research (NCAER)
estimates that in 2016, 267 million Indians were categorized as middle class. More immediately, growth in the segment, and
particularly tourists arriving from smaller Indian cities, has been helped by the rising number of low-cost airlines flying
between Thailand and second-tier Indian cities such as Ahmedabad, Kochi and Dehradun. The more wealthy Indian tourists
also have a preference for holding marriage ceremonies in Thailand because of accommodation and overall costs are lower
than in India. In addition, flight time from cities such as New Delhi, Mumbai, Chennai and Bangalore, traveling to Thailand is
relatively short at only 4-5 hours .

Russia: Russia is the most important market in Europe for Thai tourism, and has potential to grow further. The Russian
segment has been boosted by several factors. (i) The Russian economy is improving. (ii) Tensions in the Middle East (especially
between 2010 and 2013) had encouraged Russian tourists to switch from previously-popular travel destinations such as
Turkey and Egypt, to Thailand instead. (iii) There has been an increase in the number of flights, especially charter flights,
between Thailand and Russia (around 60% of Russian tourists travel on charter flights). The other pull factors are road shows
in Russia by the TAT and an agreement between the Russian and Thai governments to allow visa-free travel for tourism for up
to 30 days, effective since April 2007.
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Hotel Industry

In domestic tourism, between 2007 and 2017, growth has averaged 7% per year in terms of trips made. Growth had been
supported by (i) ongoing efforts to encourage tourism, including tax deduction measures and the private sector cutting prices
of accommodation; (ii) the expansion of low-cost airline services and the upgrade and development of provincial airports; and
(iii) easier access to tourist sites for independent travelers, thanks to improvements in the communications network,

especially the road system.

Domestic tourism accounts for only around 35% of total tourism receipts because domestic tourists spend less per head and
their stays are shorter than foreign tourists. However, Thai tourists remain important to hotel operators and the tourism
industry in major tourist areas such as Rayong, Chiang Mai, and Kanchanaburi, and in regional centers such as Nakhon
Ratchasima, Phitsanulok and Khon Kaen, where income from Thai tourists is more important than from foreigners.

On the supply side, the expansion of the tourism sector has
continued to fuel the growth in the hotel business in terms
of both the number of hotels and the number of rooms
within those hotels. In the past, investment typically went
into the development of operations in Bangkok as this is
both a central tourist destination and the national travel
hub, and into developments in the world famous seaside
resorts of Phuket and Pattaya (in Chonburi province). But
over the past five years there has been an official policy to
develop tourism across the country and improve the
standards of the national communications network and
regional airports. This has pulled in private sector investment
in hotels in regional centers and in tourist areas such as
Pattaya, Phuket, Chiang Mai, Krabi and Koh Samui (in Surat
Thani province). The net effect is an increase in the national
supply of hotel rooms from 515,087 in 2012 to 743,107 in
2017 (Figure 6). This represents 7.6% growth per year and
both Thai and international hotel chains have participated in
this build out of new supply (Figure 7).

Figure 6: Number of Room by Region
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Figure 7: Chain of Some Selected Large Hotels in Thailand
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Hotel operators main revenue source is room charges which Figure 8: Occupancy Rate

account for 65-70% of total hotel income. Another 25% is % YoV ‘ ‘ %

generated from the sale of food and drinks, with four- and 25 Zc(::;\:rt\:yorfaizr(eklir; fouree 80

five-star hotels typically deriving a greater portion than 20 75

smaller hotels. Income from other sources, such as washing 15 70

and ironing services and collecting rents from shops operating 10 A . &

in hotel premises usually contribute the remaining 5-10% of . 60

revenue. 0 h \I 55
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Sources : BOT
4 Situation

Overall, the Thai hotel business is improving but in some parts of the country, there is persistent excess supply of
accommodation. Between 2001 and 2007, domestic and the international tourists grew by 6.2% and 7.4% p.a., respectively,
but continued investment in hotels and the resulting large supply of rooms kept occupancy rate at an average of 60.7%
(Figure 8). Following this, from 2008 to 2014, average growth of the domestic and international tourism segments ran to 7.5%
and 8.5% per year but despite this, occupancy rate slipped significantly to an average of 56.8% as supply continued to grow,
both in terms of hotel rooms (by 8% per year between 2008 and 2014) and rising number of condominiums and apartments
that are offering daily rental. This stoked competition in the sector.

Between 2015 and 2017, the number of Thai and international tourists continued to rise and lifted occupancy rate to
67.6%. Hotel operators find this satisfactory? (occupancy rates of 65-70% are considered acceptable), though occupancy
varied according to the area and was highest (over 75%) in the major tourist areas of Bangkok, Chonburi and Phuket, followed
by secondary destinations such as Phetchaburi, Chiang Mai and Surat Thani where they were 65-75%.

In 2018, conditions continued to improve for the hotel business amid a steadily rising number of foreign and Thai tourists,
which in turn pushed up the average occupancy rate. The positive situation for foreign arrivals was boosted by several factors,
including: (i) the continued recovery of the global economy ; (ii) more charter and direct flights to Thailand coupled with a
rising number of low-cost airlines, especially in China (e.g. Xiamen Airlines, China Eastern Airlines, Juneyao Airlines and Spring
Airlines); and (iii) government measures to stimulate the tourism sector, such as waiving of fees for visas on arrival for tourists
from 21 countries®. Domestic tourism was also a beneficiary of government efforts to stimulate the sector, as well as the
strengthening economy.

The state of the tourism sector in 2018 and indicators of the health of the hotel trade

@ Total international tourist arrivals rose 7.5% YoY to 38.3 million in 2018, with growth recorded in almost all segments.
In the largest market, East Asia (China, Japan, South Korea, Hong Kong and Taiwan), growth hit 8.7% YoY (Table 3) led
by tourists from China (+7.4% YoY). In the first half of the year, Chinese tourist arrivals jumped 25.9% but in the second
half of 2018, following the tragic sinking in July of a ferry carrying Chinese tourists in Phuket, arrivals shrank by 9.6%
YoY. The European market saw 3.9% YoY growth, driven especially by the rise of the Russian segment (up 9.4% YoY)
(Table 4) which benefitted from an improving economy and more flights between Russia and Thailand. However, the
European and Russian markets are seeing slower growth as travelers gradually returned to destinations that were
previously popular, such as Egypt and Turkey. The South Asian market recorded the highest growth rate (up 11.8% YoY)
due to a rising number of Indian tourists coming to Thailand, while the Middle Eastern market shrank by 6.4% YoY on
weaker consumer spending power following the introduction from January 1, 2018 of 5% value added tax in Saudi
Arabia and the United Arab Emirates.

2/ Interviews with operators of hotels and an evaluation of data by the Bank of
Thailand indicates that an occupancy rate of 65-70% is considered satisfactory by
operators.

3/ The waiving of fees for visas on arrival ran from 15 November 2018 to 31 October
2019 and applied to tourists from the following countries: Andorra, Bulgaria,
Bhutan, China, Cyprus, Ethiopia, Fiji, India, Kazakhstan, Latvia, Lithuania, Malta,
Mauritius, Papua New Guinea, Romania, San Marino, Saudi Arabia, Taiwan,
Ukraine and Uzbekistan.
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In 2018, income from overseas arrivals rose by 9.6% Table 3: International Tourist Arrivals by Region
YoY to THB2.0trn (Table 4). Of this, the East Asian Region 2016 %Yoy 2017 %Yoy 2018 %Yoy
market was the largest contributor at THB 810 bn (40% ASEAN 8585251 84 9322508 86 10,284,050 103
of all income from foreign tourists). This was a rise of Malaysia 3494890 22 3494488 -00 4,097,604 17.3
11.9% YoY, led by Chinese visitors who brought in THB MV 323481 168 3823743 182 4028273 53
. o East Asia 13,008,034 8.5 14,523,879 11.7 15,780,242 8.7
581 bn receipts (up 11.5% YoY). The European market hina 8757606 103 9806260 120 1053595 74
generated THB 500 bn (up 8.2% YoY) with Russians the Japan 1439510 42 1544442 73 1656100 7.2
biggest spenders at THB 120 bn (up 12.7% YoY). Korea 1464200 6.6 1,709,265 167 179659 5.1
Europe 6,174,957 9.7 6,514,011 55 6,765,326 3.9
. . . T . . France 738,878 8.5 740,190 0.2 749,643 1.3
® On domestic tourism, Thais made 164 million trips in
B . Germany 837,885 10.0 850,139 1.5 889,777 4.7
the year, an increase of 3.6% YoY. This was encouraged Russia 1090083 233 1346388 235 1472049 94
by a combination of economic growth and expansion of UK 1,004345 6.0 994,755  -1.0 987,456 -0.7
tourism in secondary cities which were supported by (helAmerice JST;007,355 NS, JNINT,>01, 7500 > RSSO0 573’
. . . . USA 975,643 12.5 1,056,423 83 1,123,248 .
the 1.1% YoY increase in the number of domestic flights - &3
- . ) South Asia 1,523,555 8.5 1,773,564 16.4 1,983,252 11.8
(data from the Airports Authority of Thailand). There india 1194508 117 1415197 185 1596772 128
was also help from government policies aimed at Oceania 910,901 -13 038,894 3. 922,520 .17
stimulating domestic tourism. Particularly noteworthy Australia 796,370 -1.4 817,218 26 801,637 -1.9
. . Middle East 747,219 13.5 789,939 5.7 739,494 .64
were the measures to encourage tourism in secondary
L . Africa 172,213 63 187,233 87 201519 76
cities in 55 provinces* (from January 1 to December 31, Total | 32529588 87 35591078 94 38,277,300 75
2018) that allowed tourists to deduct payments made Source : MOTS
for accommodation, travel guides and package holidays
in these cities against their personal taxes, up to a value Table 4 : International Tourism Receipts
of THB 15,000 per year. (mn Baht)
Region 2016 % YoY 2017 % YoY 2018 % YoY
. . . ASEAN 248,725 10.2 299,045 20.2 331,959 11.0
Receipts from domestic tourism reached THB1.07trn,
) . . Malaysia 88,613 24 95410 7.7 114897 204
up 7.9% YoY (Table 5). The three major tourist sites of v 7170 212 17457 312 136270 oo
Bangkok, Chonburi and Phuket alone generated East Asia 633,467 158 725194 145 811,296 119
THB476.55bn receipts, or 44.6% of total domestic China 452991 189 520722 150 58069 115
tourism receipts. In 2018, tourism receipts were still Japan 61560 65 66680 83 7268 9.0
) . i : . South Korea 63,773 111 75,507 18.4 80,396 6.5
concentrated in the major tourist destinations, although Europe Trt o on cmem an EnEr oo
there were sharp increases for other provinces, France 49,993 76 45510 9.0 47111 35
including Buriram where receipts rose 44.2% YoY. This Germany 53962 109 5325  -14 57644 83
was the result of a successful campaign to promote Russia 81603  17.9 102658 258 15711 127
. . . UK 75,579 74 73,992 21 77,821 5.2
sports tourism, in particular the development of the e
nationally popular football team and stadium, as well as USA 69,479 192 74307 69 83360 122
organizing world-class sporting events such as the South Asia 66021 7.3 73300 110 90,892 240
Tha”and Moto GP India 50,688 6.1 54,739 8.0 71,511 30.6
Oceania 69,868 -40 73,908 5.8 73,254  -0.9
Australia 61,988 -4.7 65,776 6.1 64,791 -1.5
Middle East 57,146 21.3 72,740 27.3 63,378 -12.9
Africa 11,805 10.6 14,211 204 14,785 4.0
Total 1,633,498 12.1 1,831,105 12.1 2,007,503 9.6

Source : MOTS

4/ The secondary provinces are:
16 provinces in northern Thailand: Kamphaeng Phet, Chiang Rai, Tak, Nakhon
Sawan, Nan, Phayao, Phichit, Phitsanulok, Phetchaburi, Phrae, Mae Hong Son,
Lampang, Lamphun, Sukhothai, Uttaradit and Uthai Thani.
18 provinces in northeastern Thailand: Kalasin, Chaiyaphum, Nakhon Phanom,
Bueng Kan, Buriram, Mahasarakham, Mukdahan, Yasothon, Roi Et, Loei, Sri Saket,
Sakon Nakhon, Surin, NongKhai, Nong Bua Lamphu, Amnat Charoen, Udon Thani
and Ubon Ratchathani.
5 provinces in eastern Thailand: Chanthaburi, Trat, Nakhon Nayok, Prachinburi
and Sa Kaeo.
7 provinces in central Thailand: Chainat, Ratchaburi, Lopburi, Samut Songkhram,
Singburi, Suphanburi and Ang Thong.
9 provinces in southern Thailand: Chumphon, Trang, Nakhon Sri Thammarat,
Narathiwat, Pattani, Phatthalung, Yala, Ranong and Satun.
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@ The latest available data (2017) indicates Thailand is

home to a total of 743,000 hotel rooms, a rise of 8.2%
from the end of 2016 (Figure 9). With 210,000 rooms
(28% of the total), the south is the region best supplied
with hotel accommodation.

Foreign visitors’ length of stays were stable at 9.52
days (2017 data), which was a slight drop from 9.56
days in 2016 (Figure 10). European visitors stayed the
longest because they traveled from further away and
like to escape the cold in their home countries.

For 2018, occupancy rate rose to 71.4% from 70.6% in
2017 (Figure 8). Data from the Ministry of Tourism and
Sports show increments in all parts of the country (Table
6). In Bangkok, occupancy rate hit 81.2% (up from 79.4%
in 2017), while in Chonburi it rose to 79.4% (from 77.6%
a year earlier). The increase in Phuket was smaller,
inching up to 75.7% from 75.2% in 2017, because of the
negative impact on Chinese arrivals in 2H18 after the
tragic ferry accident in July of that year. Operators in
important provincial centers and secondary provinces
also reported rising occupancy rates driven by
government measures to stimulate regional tourism.

Figure 9: Number of Rooms

1000 rooms Rooms @=Q== Growth (RHS) % Yoy
1,000 25
800 18.24 743 20
600 15
400 10
200 1.89 5
0 0

2014 2015 2016 2017

Source: Ministry of Tourism & Sports
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Table 5: Receipts from Thai Tourists

Area/Location

Receipts from Thai Tourists (mn Baht)

2017 2018 % YoY
Chiang Mai 61,320 66,363 8.2
Krabi 36,569 39,843 9.0
Song Khla 30,945 33,749 9.1
Rayong 29,193 31,895 9.3
Prachuap Khiri Khan 26,734 28,923 8.2
Petchaburi 24,495 26,912 9.9
Kanchanaburi 22,484 24,857 10.6
Nakhon Ratchasima 21,055 24,441 16.1
Chiang Rai 19,978 21,901 9.6
Ratchaburi 3,597 4,041 12.3
Buriram 2,729 3,934 44.2
Nationwide 989,613 1,068,190 7.9

Source: MOTS

Table 6: Occupancy Rate by Province

Area/Location

Occupancy Rate (%)

2014

2015 2016 2017R

Chiang Mai 62.2  66.3 69.9 73.9 76.0
Krabi 59.5 62.8 65.4 67.5 69.4
Song Khla 60.1 66.9 66.7 68.2 72.8
Rayong 58.7 64.8 67.3 68.5 70.8
Prachuap Khiri Khan 60.8  65.7 64.3 64.9 66.8
Petchaburi 63.6 68.9 67.9 67.7 70.1
Kanchanaburi 51.5 61.4 63.7 66.1 69.6
Nakhon Ratchasima 51.7 56.7 59.4 63.4 66.8
Chiang Rai 38.7 43.0 46.4 50.8 55.0
Ratchaburi 42.5 505 57.7 54.9 58.5
Buriram 431 470 49.7 52.7 60.7
Nationwide 59.0 65.1 67.0 68.9 70.9

Source: MOTS

Note: R = Revised , P = Preliminary

Total

W 2015

Figure 10: Length of Stay

2016 w2017

ASEAN+East

Asia

Source: Ministry of Tourism & Sports
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® Room rates surged in 2018, by 10.9% YoY to THB 1,710 Figure 11: Average Daily Rate, Occupancy Rate & RevPAR
per room per night from THB 1,613 in 2017 (Figure 11).
This lifted revenue per available room (RevPAR) to THB THB/room/night %
1,221 per room per night (up 10.2% YoY). 2,400 72
@ For the majority of hotel operators (based on returns of 2,000 70
companies listed on the stock exchange), business
< i ‘ 1,600 " 68
conditions supported continued growth in 2018 through /
higher occupancy rates (Figure 12). Large players 1,200 66
expanded their income streams by ongoing investment in 300 64

operations in Thailand and abroad, as well as managing

hotels overseas. 400 62

0 60
In the first quarter of 2019, the sector continued to enjoy 2015 2016 2017 2018
growth supported by strengthening domestic tourism and Source: BOT
an increasing number of foreign arrivals, especially from the Note: RevPAR = OCC x ADR
ASEAN region and South Asia, despite weaker China arrivals
for the third quarter.

® Foreign tourist arrivals increased by 1.8% to 10.8 million. Figure 12: Performance of Selected Hotels Listed on
By region, the greatest number of arrivals came from East the Stock Exchange of Thailand
Asia but growth was slow at +1.3% YoY because of a drop Net Profit Margin
in Chinese tourists (-1.7% YoY for the year, compared to a %
jump of 30% YoY the year before). However, arrivals from 18
other East Asian countries continued to rise and so the 15
segment still registered growth. South Asia saw a sharp
rise in arrivals (up 20.7% YoY) driven by a 25.0% YoY

CENTEL

increase in Indian tourists, and tourists from the ASEAN ° -\. ERW
region also increased, albeit at a slower lower rate of 6 o . MINT
5.7% YoY. However, the European market contracted by 3 _.-" "..

2.3% YoY as tourists from France, Germany and Russia Vo 4 ®eeeessse LRH
switched back to tourist destinations that had been 0

popular before, including Turkey and Egypt. In addition, -3

the Russian economy struggled under the increase in 2014 2015 2016 2017 2018
value-added tax from 18% to 20% (from January 1, 2019) CENTEL = Central Plaza Hotel Pcl. ERW = The Erawan Group Pcl.
while the number of UK tourist arrivals slid 1.2% YoY as MINT = Minor International Pcl. DTC = Dusit Thani Pcl.

the weaker pound made travel abroad more expensive. LRH = Laguna Resorts & Hotels Pel

For the Middle East, arrivals contracted 14.6% YoY from Source: Compiled by Krungsri Research

2018 figure.

Receipts from international tourism rose slightly in the year (up 0.4% YoY) to THB 570 bn, but receipts from Indian,
Japanese and Malaysian tourists bucked the trend and increased by 27.0% YoY, 12.3% YoY, and 10.3% YoY, respectively.
However, receipts from Chinese tourists (around 30% of total receipts from international tourism) and Russians declined
by 1.8% YoY and 1.6% YoY.

@ In the first two months of 2019, Thai tourists made a total of 23.96 million trips (up 2.6% YoY) and receipts rose 4.5%
YoY to THB 190 bn.

® For the year, national occupancy rate rose from 77.7% in 2017 to 78.6%. In Bangkok, it reached 89.0% (up 0.2ppt from
88.8%), in Chonburi 85.0% (+2.2ppt), and Phuket 87.1% (+1.1ppt). For other tourist areas and important regional
centers, occupancy rates also rose. In Songkhla, it increased by 4.2ppt to 78.2% and in Khon Kaen by 2.8ppt to 60.4%.
However, the situation in the north was less favorable due to the air pollution issue, and in Chiang Mai and Chiang Rai,
rates fell by 4.6ppt to 80.8% and by 0.3ppt to 67.4%, respectively. The majority of secondary tourist areas also saw their
occupancy rates rise, including Buriram where it rose by 3.0ppt to 64.5%, in Chanthaburi by 2.8ppt to 68.8% and in
Nakhon Sawan by 2.2ppt to 61.2%.
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4 Outlook

A report by the World Travel & Tourism Council (WTTC)
forecasts that for the decade starting 2016, foreign tourist
arrivals in Thailand will grow by 6.7% p.a., slightly higher than
the average for the ASEAN region of 6.2%. Krungsri Research
estimates that over 2019-2021, hotel business will see growth
in step with the wider tourism sector, and foreign arrivals will
rise by 5-7% and internal tourism by 3-4% per year (Figures 13
and 14). This would lift average occupancy rate from 71.4% in
2018 to 71.5-72.5%. Overall, the positive forecast for the sector
will be supported by: (i) continued growth in the services
offered by low-cost carriers; (ii) the development of national
infrastructure, especially the upgrade and expansion of regional
airports and improvements to the national communications
network, in particular motorways and rail links; (iii) government
policies to stimulate tourism; and (iv) competitive advantages
that the Thai tourism sector has relative to regional
alternatives. The outlook for the different segments of the
tourism market are given below.

@ Foreign tourists remain the principal driver of tourism
sector in Thailand, both in terms of raw numbers and
receipts, especially, Chinese tourists play an important role.
McKinsey estimates that by 2025, 90% of the urban
population of China would qualify as middle class (up from
76% in 2015) and these individuals have a strong tendency
to spend on travel abroad. This would fuel the ongoing
increase in outbound tourism by the Chinese; research by
the China Outbound Tourism Research Institute (COTRI)
indicates the number of Chinese outbound tourists will rise
from 180 million in 2019 to 400 million in 2030. At the
same time, the Thai government is trying to promote
Thailand as a tourist destination to Chinese tourists. For
example, the Ministry of Tourism and Sports is issuing free
VOAs and conducting promotional roadshows in several
major Chinese cities. In 2019, the government is targeting
to attract 11-12 million tourists from China.

However, growth of European arrivals might rise at a
slower rate due to some sluggish European economies, and
tourists from countries such as Russia, Germany and France
are expected to switch back to traveling to destinations
that are closer to home than Thailand. This will have
knock-on effects on hotels, especially those in Pattaya and
Phuket, the favored destinations for Russian travelers. As
for tourists from the ASEAN zone, this should continue to
grow in step with the expanding economies and improving
land and air connections that make travel within the region
easier and more convenient.

Thailand Industry Outlook 2019-21 | Hotel Industry

Figure 13: International Tourist Arrivals
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Figure 14: Thai Tourists
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Figure 15: Chinese Outbound Tourists
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e® In terms of domestic tourism, this will benefit from: (i) low oil (fuel) prices; (ii) continuous government efforts to
stimulate the sector, especially by allowing expenses related to travel within the country to be tax deductible; (iii)
improvements to infrastructure related to tourism, such as the upgrade and expansion of airport facilities, including
those in secondary tourist sites in the mid-South, the Northeast and the lower North. In addition, improvements to rail
links and the construction of motorways would help to attract travel to secondary destinations, and (iv) the expansion of
services offered by low-cost airlines

Figure 16: Top 5 ASEAN Countries for Meetings & Events (MICE)
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® MICE travelers® (meetings, incentives, conventions and exhibitions) is increasingly more important to hoteliers.
Business from MICE events is continuing to grow steadily; in the first quarter of 2019, a total of 8.1 million MICE
travelers were recorded in Thailand (+2.9% YoY), comprising 7.8 million Thais and 350,000 foreigners, whose activities
were worth a combined THB 55 bn (up 6.3% YoY). Thailand is now the leading ASEAN MICE destination for conventions
and exhibitions (Figure 16), and hotels servicing this market will, in addition to generating income from accommodation
charges, also generate additional revenue from food and drinks as MICE travelers typically spend more on this than
general tourists. Because of the higher spending by MICE visitors and their demand for better services, especially by
foreign MICE travelers, for some hotels, and especially 4-5 star operations, this segment is an increasingly important
source of income. In the 2019 financial year, receipts from MICE travel (Thai and foreign) is expected to increase 4.0%
YoY to THB 220 bn.

Alongside rising demand, supply is also forecast to expand and 2018 applications for construction permits for hotels (a
reliable indicator of increases in supply 1-2 years out) rose by 8.1% YoY to a total of 2.0 million square meters (Figure 17).
The Bangkok Metropolitan Region received the greatest number of applications at 37% of the footprint; these rose by
46.0% YoY, reflecting the sustainable potential of the city as a tourism hotspot. In second place, with 29% of the total, was
the Southern region, where applications increased by 33% YoY with 77% of these concentrated in Phuket. Investors clearly
believe tourism in Phuket still has room for growth and operators there are looking to develop new overseas markets to
reduce dependence on Chinese visitors. In the Eastern region (14% of the total), this was led by Chonburi (65% of
construction permit applications in the eastern region),

where Pattaya, a world-class tourism destination, naturally Figure 17: Hotel Building Construction Permits
attracts a considerable number of new hotel construction.

However, 2018 applications for construction permits for thousand B BKK & vicinity North

hotels in Chonburi had a footprint of 190,000 square sam- ® Central Bast

meters, which represented a slide of 40% YoY. This was 2,500 = Northeast West

partly caused by the large number of applications in 2017 +8-1°/A’Y°\(,
(total 320,000 square meters) and partly due to the high 2,000

land prices and scarcity of sites suitable for development.

This had encouraged investors of new hotels to look at 1,500 e _

nearby areas such as Rayong, where applications have 1,000 I —
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Source : REIC

5/ Foreign MICE visitors represent about 3% of all foreign arrivals but

their spending contributes 7% of all receipts from foreign visitors.
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The bulk of investment has been in building new mid-range
(i.e. 3-4 star) and budget hotels, and were made by large
players in regional centers, tourist areas and border regions
that are benefitting from deeper economic linkages with
neighboring countries. Examples include Hop Inn (part of
Erawan Group), Fortune D (part of C.P. Land) and Cosi (part of
Central Plaza Hotel). Thai and foreign operators have also
continued to invest in 5-star hotels in major tourist destinations
(Figure 7).

Competition is also expected to intensify. (i) Competition will
come from other hotels, which have been investing to expand
their operations in the main tourist areas and important
provincial centers. This investment is made directly and also by
administering hotels on behalf of others (the majority of this is
by operators within larger commercial groups or hotel chains).
(ii)) Competition from alternatives to hotels will also stiffen,
including daily rentals offered by apartment blocks, serviced
apartments and condominiums. This has been seeing an
increasing presence in the market (Figure 18). The government
has tried to address this problem by easing requirements for
operators of these alternatives, and require unlicensed hotels
to register to operate legally. But there are still a considerable
number of operations that are offering accommodation illegally
and their existence could hurt hotels’ ability to generate
income, especially for SMEs which have to employ pricing
strategies to attract customers.

In addition, the spread of the sharing economy will also add to
the problems experienced by traditional operators. Booking
platforms such as Airbnb, which acts as a middleman linking
those offering and those looking for accommodation, present
consumers with a huge range of accommodation options from
individual rooms to entire condominiums or houses, often at
prices below those offered by hotels. Within Thailand, the
booking platforms have seen steep growth rates for
accommodation offered in the main tourist areas (Table 8). And
although currently these platforms account for a relatively
small share of the market (according to information from the
Department of Tourism, Colliers International and Airdna,
September 2016, they represent around 10% of the supply of
accommodation in the top five destinations - Bangkok, Pattaya,
Phuket, Koh Samui and Chiang Mai) and have not yet had a
major impact on hotel business, in the future, they might hurt
income and profits of hotels that are targeting the same
consumer groups.

Table 8: Airbnb Total Cumulative Rental

Total Cumulative Rentals Rental Growth Rate (%)

Location

2017 2018 2017 2018
Bangkok 24,643 39,361 59.4 59.7
Phuket 20,121 29,044 433 443
Pattaya 8,643 14,026 74.3 62.3
Chiang Mai 7,143 11,120 81.7 55.7
Koh Samui 7,216 9,886 51.2 37.0
Total 67,766 103,437 57.0 52.6

Source : airdna.co
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Table 7: Examples of Large Players Planning to Launch

New Supply Since 2018
Name Location Room
Bangkok Marriott Hotel The Surawongse Bangkok 280
Hyatt Regency Bangkok Sukhumvit Bangkok 273
Waldorf Astoria Bangkok Bangkok 170
Avani Sukhumvit Bangkok Bangkok 306
Hotel Nikko Bangkok Bangkok 301
Rosewood Bangkok Bangkok 146
Ramada Plaza Chao Fah Phuket Phuket 257
Hotel Indigo Phuket Patong Phuket 180
Mgallery by Sofitel Patong Phuket 235
Best Western Plus The Beachfront Phuket 230
InterContinental Phuket Resort Phuket 222
Brighton Grand Pattaya Pattaya 444
Grande Centre Point Pattaya Pattaya 39
UJomtien Pattaya Pattaya 64
Four Points by Sheraton Pattaya Pattaya 307
Marriott Courtyard Pattaya North Pattaya 233
COSI Pattaya Naklua Beach Pattaya 282
Ozo Pattaya Pattaya 300
dusitD2 Ao Nang Krabi Krabi 173
Club Med Krabi Resort & The Residences Krabi 350
InterContinental Yao Yai Resort Krabi 170
Banyan Tree Krabi Krabi 72
The Ritz-Carlton, Koh Samui Koh Samui 175
ibis Styles Koh Samui Chaweng Beach Koh Samui 129
Holiday Inn Hua Hin Vana Nava Hua Hin 300
Coral Tree Villa Hua Hin Hua Hin 56
Holiday Inn Hua Hin Vana Nava Hua Hin 300
Andacura Bamboori Boutique Resort Chiang Mai 98
Novotel Chiang Mai Nimman Journeyhub Chiang Mai 200
Sheraton Khao Lak Resort Khao Lak 250

Source : JLL

Figure 18: Residential Construction Permits for Apartment
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In 2019-2021, hotels in the most important tourist areas are forecast to continue to register
growth, supported by increasing levels of domestic and international tourism. Large operators will be able to maintain their
current levels of income, while SMEs will have to contend with rising competition.

@ Hotels in the major tourist areas of Bangkok, Pattaya and Phuket: Within this group, businesses should be able to
maintain healthy profits as occupancy rates are expected to stay high at 75-80%. Both large operators (Thai and
foreign) and smaller ones are likely to continue to invest in hotel accommodation at all segments of the market to meet
growing consumer demand.

@ Hotels in regional centers and other important tourist provinces (Chiang Mai, Chiang Rai, Phitsanulok, Kanchanaburi,
Chonburi, Rayong, Chachoengsao, Nakhon Ratchasima, Khon Kaen, Udon Thani, Ubon Ratchathani, Phetchaburi,
Prachuap Kirikhan, Songkhla, Krabi, Phang-gna and Surat Thani (Koh Samui), most of which focus on the domestic
market: For players in this group, it should be possible to maintain profits at a similar level to last year. This is because
these areas will benefit from: (i) a greater level of economic activity which will increase regional inter-connection; (ii) the
expansion of existing sites/development of new sites, which will encourage business tourism and promote investment in
hotels in these areas; and (iii) the development of infrastructure (for example, building new motorways and expanding
regional airports) that will make travel in the region more convenient and help to spread tourism-related travel to other
tourist sites and to regional centers. These moves will tend to be more relevant to domestic tourists than to international
arrivals and should help to keep hotel occupancy rates at 67-70%.

® Hotels in other provinces: Turnover for these players are expected to soften amid excess supply of accommodation,
the bulk from SMEs, while customers for these hotels generally only traveling for business or are en route to another
province. As such, visitors generally only stay for a short period of time and use hotel services to only a limited extent,
and thus on average, they spend only fairly small amounts of money. Occupancy rates are also low for these hotels.

e However, hotels in all areas will have to contend with rising competition because of the steadily rising supply of both
traditional hotels and alternative accommodation. This would make it challenging to raise room rates, although operators
in major tourist destinations such as Bangkok, Pattaya and Phuket, as well as those in regional centers and other tourist
areas, will have an advantage in terms of greater potential for growth and greater demand for accommodation, relative to
hotels in less noteworthy provinces. Because of this, the former group will also enjoy higher occupancy rates than the latter.
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