
The latest report from PwC indicates that a waning 

fiscal stimulus—and resultant deceleration in gross 

domestic product growth—could hamper revenue 

per available room increases by the latter half of 

2019. Still, economic indicators seem to support 

continued industry growth given high consumer 

spending supported by rising disposable income, 

employment and household net worth.

Third-quarter lodging fundamentals came in below 

numerous expectations, with RevPar growth of 1.7 

percent year-over-year, led by rate growth of 2.1 

percent, the report found. At the same time, third-

quarter lodging supply growth (1.9 percent) 

outpaced demand (1.6 percent), resulting in 

occupancy decreasing 0.4 percent. Occupancies 

may have peaked, with flattening or slight declines 

on the near horizon. As such, room rate growth 

seems to be the way to boost RevPAR increases 

above inflation through 2019. 
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As previously noted, September lodging results 

broke the industry’s 102-month streak of 

consecutive RevPAR gains, dropping 0.3 

percent. Overall, RevPAR in September fell 0.3 

percent despite record growth in room supply (up 2 

percent), occupancy (up 0.5 percent) and average 

daily rates (up 2.5 percent). While room demand 

was up 2.5 percent year over year, it also fell 0.1 

percent in September.
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Demand in the top 25 markets decreased year-

over-year, with a portion of this decline attributable 

to last year’s hurricane season affecting markets 

like Houston and Orlando. Group demand 

increased 2.5 percent in the third quarter, with 

growth in the transient and contract segments also 

remaining positive.

At the same time, supply also increased, and 

occupancy flattened out over the past quarter, 

reporting a slight decrease in group occupancy (0.1 

percent) and a 0.9 percent decrease in transient 

occupancy. As occupancy levels stabilize, room 

rate growth will remain the key to RevPAR 

increases through the balance of this year and into 

next, according to the report.

Slowing Growth

As we move into the final weeks of 2018, PwC 

recommends monitoring “counterbalances” to 

industry growth, including continued trade tensions, 

waning fiscal stimulus, increasing interest rates and 

growing inflation. 

Overall, growth in the industry is expected to 

continue, but likely at a slower pace than in 

previous years. Economists at IHS Markit pointed 

to continued growth in GDP for the remainder of 

2018 and through 2019, with slowing growth in 

2020. While the economy is currently supported by 

nearly “full employment,” strong business and 

consumer sentiment and employment growth, the 

economists at IHS Markit did point to rising interest 

rates, increasing inflation, and diminishing fiscal 

stimulus as potential detriments to economic 

growth by 2020.

$200 billion worth of tariffs on Chinese imports may 

also continue to raise inflation above the Federal 

target of 2 percent and ultimately slow economic 

growth. IHS Markit expects continued upward 

pressures on inflation due to the tightening labor 

market, as well as increasing trade tensions and 

new tariffs on various Chinese imports. Through 

2018, inflation is expected to continue just above 2 
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percent. Overall, IHS Markit economists anticipate 

GDP will grow at a rate of approximately 3.1 

percent in 2018, measured on a fourth-quarter-

over-fourth-quarter basis. Estimated 2019 GDP 

growth slows to 2.5 percent. 

IHS Markit economists estimate solid fixed 

business investment, increasing 7 percent in 2018 

and slowing to 4.8 percent in 2019. PwC predicts 

continued increases in corporate transient and 

group demand through 2019, due in part to solid 

fixed business investment.
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