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Latin America’s new boom
The effects of the construction pipeline on business travelers and people on the move

Around the world, hotels are popping up. Some regions
are seeing higher hotel construction pipelines than others.
One such region is Latin America. According to Lodging
Econometrics – which considers hotels under construction,
in final planning, in early planning, and those included in its
proprietary three-year forecast – there are nearly 600 projects
that will contribute more than 96,000 guestrooms to the Latin
American economy in the pipeline.1
As more hotel rooms become available
throughout the world, and more specifically
within Latin America, business and leisure
travelers and expatriates on pre-assignment
visits will be able to find lodging with more
modern conveniences for a reasonable rate.

Worldwide hotel construction
Hotel construction in the U.S. peaked at $38.21
billion in August 2008, and by the end of 2011,
construction had declined 78-percent to $8.43
billion.2 Likely a significant cause for the decline
is the tight lending market. Many investors and
builders have struggled with securing hotel
construction financing.3 Despite the impact of the
Great Recession, the U.S. remains one of the top
regions in the world for hotel construction.
As of November 2012, the McGraw Hill
Construction Dodge Pipeline Report identified
that the U.S. hotel pipeline had 2,586 projects
(equaling 299,201 rooms) in the works –
representing a 3.6-percent year-over-year
decline.4 However, increases in new construction
along with the refurbishment and remodeling
of existing and acquired hotels are expected
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in the coming years. The American Institute of
Architects expects hotel construction spending to
rise by nearly 10-percent to 19.7-percent in 2013.5
Along with the U.S., the European and Asia
Pacific (APAC) regions round out the top three
regions in hotel construction spending. In the
APAC region, New Dehli, India, and Manila,
Philippines, expect to add the most new hotels
in the coming years, growing by 42.1-percent
and 34.8-percent respectively.6 Other Asian
countries that have boosted their pipelines are
Indonesia, Vietnam, and China.

By 2039, China will
have 9.1 million hotel
rooms – four times
more than it has today –
and will overtake the
U.S. as the world’s
largest hotel market.7
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In Europe, investors and builders are rushing
to add new properties that will service the
upscale, upper midscale, and upper upscale
markets.8 Major cities in the United Kingdom
(including Manchester, London, Birmingham,
and Edinburgh) and Moscow, Russia, are leading
the charge with the most number of room
growth in the active pipeline at 22,196 and
5,398 rooms respectively.9

Figure 1: Worldwide hotel
construction pipelines as
of November 201210
Projects*
U.S.

2,586 299,201

Latin America/
Caribbean/South
America

352

Middle East/Africa

480 119,932

Asia Pacific
Europe
*

Rooms
54,835

1,748 377,036
855 142,020

Includes projects under construction, in final planning, and in
planning stages – excludes projects in pre-planning stage.
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Existing hotels also plan to make their offerings
more attractive to travelers. According to a
global survey by TravelClick, a provider of
revenue-generating solutions for hoteliers, nearly
two-thirds of hoteliers plan to make capital
improvements to their properties in 2013.11

Figure 2: Latin America hotel
pipeline as of Fall 201217

Hotel construction
in Latin America
According to a survey by Jones Lang LaSalle
Hotels, hotel performance fundamentals,
surging local demand, and sound economies are
attracting hotel investors to the region.12 The
hotel pipeline in Central America is marked by
construction of luxury and upscale properties in
mainly capital cities.
Leading the region’s charge is Brazil – thanks
to its growing export economy and its selection
as the host city for the 2016 Summer Olympics
and 2014 FIFA World Cup. Brazil has the world’s
fourth largest hotel pipeline, behind the U.S.,
China, and India.13 In 2013, 46 hotels will
open in Brazil, and in 2014, 87 new hotels are
slated to join the market.14 Along with these
new properties, existing hotels are undergoing
substantial renovations and brand conversions.
The region also boasts the 16th largest hotel
construction pipeline. Argentina will contribute
more than half of the forecasted new hotel
openings for the region excluding Brazil.15
However, the country’s economic troubles could
cause construction to slow down significantly in
the coming years.
Panama has benefited from the activity
surrounding the widening of the canal. The
country saw a significant surge in construction
over the last 10 years. While this activity has
slowed, the country still accounts for 45-percent
of the region’s pipeline rooms.16
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*

Projects*

Rooms

Entire region

590

96,777

Brazil

259

43,827

Argentina

49

5,617

Colombia

29

5,189

Mexico

89

12,836

Caribbean

74

14,365

Panama

31

4,309

Central America
19
(excluding Panama)

5,265

Includes all lodging development activity including those projects
under construction, starts in the next 12 months, and early planning,
as well as Lodging Econometrics proprietary three-year forecast for
new hotel openings.

Why Latin America?
International companies are investing in
countries throughout Latin America. Businesses
are looking to capitalize on the region’s growing
middle class by providing goods and services that
were previously unavailable or too expensive
for the masses.18 Specifically, infrastructure,
telecoms, and energy-based industries see the
benefits of the stable political and economic
environments found in Colombia, Peru, and
Chile.19 And Venezuela, despite its political
situation, has vast amounts of energy deposits
that attract multinational organizations.20
Though the International Monetary Fund cut
growth forecasts by 0.3-percent for Latin
America, the region is still expected to realize a
3.9-percent expansion in 2013.21 The estimate
was lower than originally expected based on
potential impacts from the continuing euro zone
crisis, China’s slowing economy, and uncertainty
surrounding the U.S.’s debt ceiling. The Latin
America region heavily depends on the economic
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impact of exports to China and travel and
business investments from the U.S.
In general, countries throughout the region have
done a good job of building strong reserves and
maintaining low levels of public debt.22
This economic growth coupled with more
inclusive social policies has created a growing
middle class. To be a member of the Latin
American middle class, an individual must have
a daily income of $10 to $50.23 At present, a
third of the region’s population is considered
to be middle class. This percentage equals the
number of people who remain in poverty, which
is a huge improvement from previous numbers.24
Business travel throughout the region is
also booming. Latin American countries are
collaborating to grow business opportunities
regionally, which in turn will increase the
demand for hotels.25 In addition to regional
business opportunities, American, European,
and Asian companies are looking to Latin
America for expansion and growth.
While Brazil, Mexico, and Argentina account for
75-percent of the region’s business travel volume,
other countries are seeing an influx in business
travel spend. Peru, Chile, and Colombia have
seen higher than average growth in this area,
with Colombia alone accounting for 8.2-percent
of the region’s business travel spend.26

A closer look at Latin
American economies
With an expected growth rate of 5.5-percent,
Peru should enjoy steady expansion and its
related benefits in 2013.27 This growth comes
on top of an expected growth rate of sixpercent in 2012 thanks to the year-over-year
double-digit growth in construction and retail,
strong domestic demand, and an increase in
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mining activity.28 The country’s strong reserves,
low debt, and public-private investment
have and are expected to continue to aid
this expansion.29 Further contributing to the
country’s economic growth, unemployment
has declined 1.1-percent year-over-year to
6.2-percent as of the third quarter 2012.30
Growth in Brazil, the world’s sixth largest
economy, is expected to rise 4.0-percent in
2013 from the likely 1.5-percent increase
in 2012.31 The lower growth rate in 2012
demonstrated how much the economic
downturns in Europe and China impacted
Brazil.32 Dealing with an economic slowdown,
Europe reduced trade in China, which in turn
impacted Brazil because China is the country’s
main trading partner.33 Overall, Brazil saw a
decrease of $26.573 billion in exports in 2012
from the year prior.34 Going forward, Brazil will
need to invest significantly in infrastructure
in the next couple of years to prepare for the
upcoming World Cup and Olympics.
Chile and Colombia should also see their
economies grow at more than 4.0-percent
in 2013.35
However, the picture is not completely rosy for
every country in Latin America. Venezuela and
Argentina will likely see downward pressure
on growth in 2013. Venezuela has unresolved
currency issues that could cause a cooling
on the economy, especially if the government
continues to grow the deficit.36 According to
Argentine bank Banco Ciudad, Argentina has
the fourth highest inflation rate in the world,
which causes exports to be less profitable and
stymies job creation.37

Attracting brand name hotels
The world’s leading hotel brands have taken
note of Latin America’s potential – and many
are making substantial investment in the
hotel landscape. The reasons for this growth
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are multifaceted. Among the top reasons for
expanding into the region are:

hotels in its Latin American and Caribbean
portfolio from 69 to more than 140
properties by 2017.41

>>

Stable and growing economies

>>

Opportunities for revenue growth from
business and leisure travelers

>>

Accelerating opportunities for
economic development

Americas

>>

Rising middle class

Europe

>>

Ability to drive demand among international
travelers and conventions by offering
amenities that include technology, exercise
facilities, healthier food options, and more.

According to Kirk Kinsell, president of the
Americas for InterContinental Hotels Group, in
a Miami-Herald interview, hundreds of cities
throughout Latin America could support branded
hotel offerings. He sites Brazil as an example.
The country has “41 cities with a population of
500,000 residents or more, many of which do
not have any branded hotel products.”38
Many marquee hotel chains are already making
a play to be the brands people see and prefer in
these countries. In 2012, Hilton Worldwide opened
properties in Bogota, Colombia; Saltillo, Mexico;
Ciudad del Carmen, Mexico; Guadalajara, Mexico;
Panama City, Panama; Lima, Peru; and Tucman,
Argentina – and has an additional 20 more
projects in development throughout the region.39
Hyatt opened its first Hyatt Place hotel outside
of the U.S. in San Jose, Costa Rica, in late
2012. This milestone marks a first step in the
company’s desire to serve the Latin American
market. Also under construction are other
Hyatt-branded hotels in Argentina, Brazil,
Chile, Colombia, Costa Rica, Mexico, Panama,
and Uruguay.40
Add to this mix Marriott International, Inc.
The company plans to grow the number of
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Figure 3: Average year-overyear hotel rate increase in
October 201242
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Travel prices increase
Across the world, with the exception of the Asia
Pacific region, average daily hotel rates increased
in October 2012 from the year prior. Graebel has
covered these rising costs and how they impact
relocation budgets in the Graebel ReloTRENDSsm,
“Rising Domestic Travel Costs Could Impact
Relocation Budgets,” and the Special Report,
“Where Are Hotel Rates Rising?”
The Latin American region will continue to
witness increases in hotel rates in 2013 thanks
to growing economies, rising regional and
international business travel, increased leisure
travel from an emerging middle class, and
globally active companies’ growth and expansion.
Currently, the economic disparities among the
countries in the region will affect how much
these rates increase.
In 2013, Latin America is expected to see an
increase in conference and convention spending.
According to Carlson Wagonlit Travel, the region
will see the world’s highest increase (9.8 – 12.2%)
in per-attendee per-day spending.43 To offset these
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Figure 4: Expected increases
in hotel rates for the first
half of 201344
Argentina

3.2 – 4.2%
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5.0 – 5.3%
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Mexico

1.9 – 3.6%

costs, companies may choose to decrease group
sizes and trip durations for conferences, and thus
this expected increase may not be realistic.
Despite higher travel prices, companies
with strategic international growth and
development goals will likely continue sending
employees on business travel opportunities in
the region throughout 2013,45 as face-to-face
meetings can help improve communication and
forge stronger partnerships.
Boosted by the upcoming 2014 FIFA World Cup and
2016 Summer Olympics, Brazil is the only country
that may post double-digit gains in hotel rates.
Hotel construction is up in a number of Latin
American countries, but travelers will not be able
to take advantage of this total room inventory
for several years. In the meantime, they will be
subject to rate increases as demand grows.
Along with potential supply issues, travelers
face further complications with securing hotel
accommodations in the region. Many countries
do not participate in global commodity and
distribution systems, which makes it harder
for convention and travel buyers as well as

relocation companies to negotiate hotel rates.46
In fact, Chile, Colombia, Mexico, and Peru are
some of the most popular destinations with the
largest number of independent hotel properties.

Finding the right
accommodations
Companies that partner with Graebel benefit
from dependable, cost-effective on-the-ground
support in 153 countries. This G|LOCAL™
knowledge enables Graebel to recommend
proven, best-in-market suppliers and to provide
valuable and ongoing communication to clients
and their relocating employees on local trends,
culture, and activities. Additionally, the Graebel
vendor management team works closely with the
vetted global supply chain to help ensure the best
possible accommodations – from temporary living
to hotels – are sourced.
Client-dedicated representatives are intimately
familiar with each client’s relocation policies so
that expectations are properly set from the onset
of each relocation, including what each expatriate
and the family can expect for housing, temporary
living accommodations, and hotels in their new
host country. By knowing what to expect from the
start, clients’ employees are more satisfied with
the relocation experience, and remain productive
from the day the assignment was accepted.
“The Graebel vendor management team
works closely with its global supply chain to
ensure the best possible accommodations are
sourced,” stated Donna Reinke, vice president
global vendor management for Graebel. “Our
team of subject matter experts track housing,
including hotel trends in the emerging, remote,
and expanding markets around the world. We

HOSPITALITY INDUSTRY
EXPERTS AT GRAEBEL
For more than two decades, Graebel has
provided commercial office relocation
and a comprehensive suite of workplace
services for the Fortune 1000. This
menu includes Furniture, Fixtures, and
Equipment (FF&E) specialized services
for the hospitality industry. Because
the company has served literally every
major hotel brand, resort and timeshare
since 1991, Graebel has managed and
installed more hotel rooms than any
other organization worldwide.
From simple hotel room installations to
massive 1,000-plus room renovations,
inventory asset management, ecofriendly liquidations to global logistics
and cargo freight management, Graebel
helps lodging properties with costeffective solutions and delivers exacting
attention to every detail.
keep our clients aware of housing availability,
amenities that can differ from market to market,
and of course, changing rates. This helps ensure
that their relocating people will be pleased with
their short- or long-term assignment housing.
Naturally, this satisfaction can contribute to
expatriates completing their assignments. Upto-the-minute communication with our clients
and our supply chain network also helps ensure
best-in-market value.”
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