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Introduction

With countries around the world gradually lifting lockdowns designed to contain the spread of COVID-

19, thoughts are now turning to reviving hospitality and tourism industries brought to a standstill by the 

pandemic.  

Although Hong Kong has recorded a relatively low number of cases by global standards, demand for 

hotels has collapsed amid a standstill in regional travel owing to tight visa restrictions, significantly 

reduced air traffic and risk aversion by travellers – adding to pressure on a market already impacted by 

local sociopolitical unrest over the course of 2019.

While June saw some signs of optimism following the re-opening of theme parks and discussions about 

creating travel bubbles with other regional markets to facilitate business and leisure travel, a resurgence 

in new cases in July has dashed hopes of a quick rebound.

With the road to recovery likely to be a long one, this ViewPoint by CBRE assesses the impact of the 

COVID-19 pandemic on Hong Kong’s hotel market thus far; examines the government’s response in 

the way of support and incentives; and provides an outlook for what was, and hopefully will return to 

being, one of the world’s most dynamic hospitality and tourism markets.
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WHAT NEXT FOR HONG KONG’S HOTELS?

23 Jan First COVID-19 case confirmed 

30 Jan World Health Organisation (WHO) declares COVID-19 a Public Health Emergency 

of International Concern

30 Jan High-speed rail to China suspended; several border checkpoints with China closed; 

flights from China reduced

4 Feb First COVID-19 death confirmed 

11 Mar WHO classifies the outbreak as a pandemic

17 Mar Red Outbound Travel Alert placed on all overseas countries

19 Mar Compulsory 14-day quarantine for all overseas arrivals 

25 Mar Non-residents from overseas prohibited from entry

29 Mar Ban on group gatherings; restaurants to operate at half capacity

1 Apr Closure of beauty parlours, clubhouses and nightclubs

3 Apr Closure of all pubs and bars 

8 May Partial relaxation of anti-epidemic measures

1 Jun Phased resumption of air transit/transfers at Hong Kong International Airport 

30 Jun Further relaxation of measures covering F&B and catering trade

9 Jul Tightening of social distancing measures

13 Jul Further tightening of anti-pandemic measures. Hong Kong Disneyland and Ocean 

Park Hong Kong closed, Hong Kong Book Fair postponed.

15 Jul Further tightening of social distancing measures including no dine-in services at 

restaurants after 6pm

Figure 1: Timeline of COVID-19 Related Events in Hong Kong

Source: CBRE Hotels, CBRE Research, July 2020.

Figure 2: Confirmed COVID-19 Cases in Hong Kong

Source: Hong Kong SAR Government, July 2020.
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The impact so far

Following the first reported cases of COVID-19 in 

China in January, authorities in Hong Kong 

suspended the city’s high-speed rail link with the 

mainland, closed several border checkpoints and 

reduced the number of flights.

This was followed in March by the announcement of 

a Red Outbound Travel Alert on all overseas 

countries; a compulsory 14-day quarantine of all 

persons arriving from overseas; and the closure of 

the border to all incoming non-residents from 

abroad.
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Figure 3: Hong Kong Visitor Arrivals

Source: Hong Kong Tourism Board, CBRE Hotels, July 2020.

The imposition of these restrictions – which remain 

in place as of July 22 –put a hard stop on tourist 

arrivals. Visitors fell to just around 14,600 in June 

compared to the 5.143 million in the same month 

of the previous year, marking a decline of 99.7% y-

o-y.
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As Hong Kong does not possess a large domestic 

market to support its tourism and hospitality industry, 

the imposition of these restrictions – combined with a 

sharp decline in air traffic and heightened health 

concerns among travellers – has significantly affected 

hotel performance.

Hotel occupancy stood at just 39% in Jun year-to-

date, compared to 90% during the same period last 

year. ADR fell to HK$911, a decline of 31.4% on the 

HK$1,329 recorded during the same period last 

year, while RevPAR slipped to HK$355, a fall of 

70.3% y-o-y from the HK$1,196 recorded last year.

High Tariff A Hotels

1

have been hit hardest, suffering 

a 81.3% fall in RevPAR over the first six months of 

the year. RevPAR for High Tariff B Hotels

1

fell by 

78.3%, while that for Medium Tariff Hotels

1 

declined 

by 67.1%. High Tariff A hotels have reported the 

lowest occupancy among all categories, at just 

around 20%. While occupancy in Medium Tariff 

hotels has stood at 53% over the period, average 

room rates in this segment have fallen by 43%.

Falling occupancy and room rates have put 

operators under acute cashflow pressure and led to 

the permanent closure of a small number of hotels. 

However, most have survived, with some operators 

opting to commence redevelopment or renovation 

works in anticipation of an eventual recovery. 

Staycation and F&B offers have provided much-

needed sources of income, with the former helping 

to boost occupancy.

Hotels continue to attract interest from local and 

overseas investors – with some buyers considering 

conversions to alternative use, such as co-living, 

but no transactions have been recorded since the 

onset of the pandemic. While some owners are 

under pressure and have adopted a softer stance 

towards asking prices, very few distressed 

opportunities have emerged thus far. As in other 

Asia Pacific markets, hotel values are expected to 

fall.

1
Hong Kong Tourism Board Hotel Classification
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Figure 4: RevPAR Change (y-o-y) Across Different Hotel Segments

Source: STR, CBRE Hotels, July 2020
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The government response

Since March, the Hong Kong government has 

released several rounds of measures to support 

industries, including hospitality, negatively impacted 

by the pandemic (Figure 5).

Along with these support measures, The HKTB in 

April initiated HK$400 million scheme to reinvigorate 

the city’s tourism industry consisting of a three phase 

“resilience, recovery and relaunch” approach, along 

with a longer-term re-evaluation of the tourism 

landscape. 

The HKTB has stated that it expects to see a shift in 

travellers' preferences and behaviour characterised 

by a stronger emphasis on public health conditions 

at destinations along with elevated hygiene 

expectations in hotels and other tourism 

infrastructure. 

Short-haul breaks and briefer itineraries are likely to 

be preferred and wellness-themed holidays will 

emerge as a key new trend. This will require Hong 

Kong to review and its positioning within the global 

tourism market and upgrade its tourism standards.

Policy Details

Employment 

Support Scheme

• Creation of a “Employment Support Scheme” (ESS) under the second round of 

the Anti-epidemic Fund to provide time-limited financial support to employers 

to retain employees who may otherwise be made redundant.

• Provision of financial support to employers in the form of a maximum subsidy 

per regular employee of HK$9,000 for six months from June 2020.

Tourism Industry 

Support Scheme

• Provision of a one-off subsidy to travel agents ranging from HK$20,000 to 

HK$200,000 plus a subsidy equivalent to HK$5,000 for six months for each 

travel agent employee.

• Creation of a Travel Agents and Practitioners Support Scheme to provide 

freelance accredited tourist guides and tour escorts a subsidy of HK$5,000 for 

six months.

• Creation of a Hotel Sector Support Scheme to provide subsidies to the hotel 

sector including a one-off subsidy of HK$300,000 or HK$400,000 per licensed 

hotel. 

• Creation of a Tour Service Coach Drivers (Mainly Serving Tourists) Support 

Scheme to provide a one-off subsidy of HK$10,000 to tour service coach 

drivers. 

• Introduction of a six-month waiver of monthly fixed rents and management 

fees for the operator of the Kai Tak Cruise Terminal and refunds of berth 

deposits for cancelled cruise sips.

Budget 2020/21 

Relief Measures

• Provision of up to HK$2.0 million in government-backed low interest loans for 

eligible SMEs. 

• The waiving of rates for non-domestic properties for four quarters, subject to a 

cap of HK$5,000 per quarter for the first two quarters and HK$1,500 per 

quarter for the latter two quarters.

Figure 5: Government Measures to Support Tourism Industry Resilience
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Policy Details

Others • Creation of a HK$3,730 million Food Licence Holders Subsidy Scheme

• Creation of a HK$1,020 million Convention and Exhibition Industry Subsidy 

Scheme

• Creation of a HK$150 million Licensed Guesthouses Subsidy Scheme

• HK$367 million of financial relief for the aviation industry including a one-off 

subsidy of HK$200,000 to HK$1 million for every registered aircraft plus a 

HK$1.0 million to HK$3.0 million subsidy for service and cargo facility 

operators. 

Airport Authority 

(AA)

• Provision of rental concessions, reductions and waivers of fees to airport retail 

and catering outlets, airlines, ground handling agents, ramp handling services 

companies, and aviation support service companies.

• HK$1 billion-worth of relief measures in March including the waiver of air 

traffic control charges worth HK$670 million. HK$320 million worth of rental 

relief extended to airport shops and restaurants.

• HK$2 billion-worth of relief measures in April providing further support to 

airlines and aviation support services operators. AA pledges to purchase 

500,000 air tickets in advance from four Hong Kong-based airlines. 

• Waivers and fee reductions announced in March will continue in July and 

August. Areas covered include parking and airbridge fees for idle aircraft, 

landing charges and rent reductions for tenants in airport terminals. 

Aviation • HK$27.3 billion government investment in Cathay Pacific Airways to protect 

Hong Kong’s role as a leading international aviation hub. 

Source: Public News, Hong Kong SAR Government, CBRE Research, CBRE Hotels, July 2020.
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Policy Details

Quarantine 

exemptions

• Certain inbound travellers from the Mainland, Macau and Taiwan to be 

exempted from compulsory quarantine arrangements. These include people 

involved in government operations, the provision of goods or services for daily 

needs, education, and business activities and professional services in the 

interest of economic development. 

Holiday at Home 

Campaign

• Launch of a scheme to promote local tourism and create a positive impression 

to visitors interested in returning to Hong Kong. Elements of the campaign 

include an insider’s guide, one-stop dining, shopping and entertainment offers 

and ‘spend-to-redeem’ local tours. 

Travel bubbles • Ongoing discussions with regional markets including Mainland China, Macau, 

Taiwan, Korea and Thailand to allow tourists to travel freely across borders, 

dependent on the creation of a health code system for travellers. 

Travellers’ health 

code

• Ongoing discussions between the governments of Guangdong, Macau and 

Hong Kong to create a health code system to allow more people to travel 

again.

Guangdong and 

Hong Kong

• Ongoing discussions between the governments of Guangdong and Hong Kong 

to set up a pilot scheme to relax cross-boundary flows of people within certain 

limits.

Thai cross-border 

easing

• Proposed creation of a scheme by Thailand to establish a special travel 

arrangement for cross-border controls with five economies, including Hong 

Kong.

Figure 6: Government Measures to Support Tourism Industry Recovery

Starting in mid-June, the government has begun to introduce measures designed to kickstart the 

tourism industry recovery (Figure 6).

Source: Public News, Hong Kong SAR Government, CBRE Research, CBRE Hotels, July 2020.
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What happens next?

Hoteliers are already writing off 2020 and looking to 

2021 as a fresh start. However, even though 

government relief measures remain in place, a 

recovery will not commence until regional and global 

travel resumes.

Any recovery will be led by Hong Kong’s domestic 

market. The eventual creation of travel bubbles 

between regional neighbours will ensure short-haul 

travel is the next to revive, leading to fierce 

competition with other Asian markets. A recovery in 

visitors from long-haul markets will not commence 

until Q4 2020 at the earliest.

The Meeting Incentive Conference Exhibitions (MICE) 

segment will be the last to pick up due to tighter 

corporate budgets for travel along with the growing 

popularity of virtual online events. Hotels with venues 

catering

to this market may take longer to register improved 

performance.

While Hong Kong’s SARS outbreak in 2003 is an 

obvious reference point for those seeking to 

forecast a hotel market recovery, COVID-19 is a 

global pandemic, rather than a local epidemic. 

With SARS largely eradicated within six months, 

hotel performance in Hong Kong staged a quick 

rebound, supported by the introduction of the 

Individual Visit Scheme.

Although Hong Kong has managed to contain 

COVID-19 to a low number of cases and deaths by 

global standards, July has seen a new surge. 

International travel remains at a standstill and 

travellers are unlikely to plan trips abroad until the 

global situation, and that in Hong Kong, is fully 

under control. 
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Source: Hong Kong Tourism Board, STR, CBRE Hotels, July 2020.
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Despite the current market turbulence, Hong Kong 

has been one of Asia’s top travel destinations for 

many years, and possesses an abundance of high-

quality tourism infrastructure and attractions –

attributes that should ensure the city remains an 

appealing choice for international travellers. 

Measures by Hong Kong hotel operators to trim 

operating costs wherever possible – particularly 

regarding staffing levels, roles and responsibilities –

could lead to improved operational efficiency during 

and beyond the market recovery. 

New hotel supply is manageable, with the relatively 

small pipeline of developments scheduled to come 

on stream over the next couple of years set to 

provide support to occupancy and room rates once 

a recovery commences. 

The road to recovery will require hoteliers to adjust 

to an operational new normal. CBRE expects to see 

a strong emphasis on health and safety measures, 

elevated hygiene standards and the introduction of 

social distancing protocols. Technology will play a 

pivotal role in hotel design to address these 

evolving requirements.

Figure 8: The Hotel Experience in the COVID-19 Era

Possible temperature 

checks before entering 

the hotel 

High-frequency 

cleaning and 

sanitation of surfaces 

and rooms 

Contactless check-in and 

check-out to minimise 

human contact

Possible extension of 

room turnaround time 

to 24 hr minimum 

Physical distancing 

measures to be 

observed

Gyms, pools and spa 

facilities could be 

restricted in use

Check-out and check-

in areas to be 

separated to avoid 

crowding

Max no. of guests 

allowed in meeting and 

communal areas

Guest transport to 

adhere to strict 

hygiene standards

Reduced number of 

tables and lower seat 

capacity in bars and 

restaurants

Source: CBRE Hotels, July 2020.
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