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The year 2022 will be 
remembered as the pivotal
year for the hospitality industry 
as markets across the country 
saw RevPAR exceed pre-COVID 
levels for the first time. 
 
RevPAR reached an all time 
high in 2022 despite a weaker 
than expected first quarter 
caused by the Omicron variant.
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The following chart illustrates key operating performance indicators of the Canadian hotel industry 
from 2017 through to 2022.

The onset of COVID-19 caused a RevPAR decline of 60% in 2020. The beginnings of the recovery started 
in 2021 with a 35% improvement in RevPAR. After a weak Q1, the recovery took hold in Q2 with RevPAR 
increasing by 95.3% 2022.  The data shows the growth was largely fueled by ADR growth as demand still 
lags behind pre-COVID levels.

A closer look at 2022 results shows that January and February got off to a slow start as a result of the 
Omicron variant and some renewed government restrictions. With the lifting of most significant restrictions 
by early February, leisure travel began to pick up over the balance of Q1.  Leisure demand remained strong 
through the summer, supplemented by increased group demand in some of the major markets. Increased 
demand in peak periods allowed for rate increases, driving ADR to record high levels. RevPAR increased by 
an unprecedented 157% in Q2, followed by growth of 106% in Q3.  

Beginning in the late summer/early fall, many markets began to see corporate demand return, which 
combined with improved group demand, has offset softer Q4 leisure demand levels. Overall, 2022 RevPAR 
has increased by 91% over the previous year and is 3.5% over year end 2019 levels.

To gauge the improvement in the hotel sector this year, the following chart shows the monthly performance 
indicators for the Canadian hotel industry as compared to the same periods in 2019. 

Beginning in June, ADR exceeded 2019 levels and was driven by pent-up leisure demand concentrated on 
weekends and vacation periods, as well as general inflation in the economy. Room demand only began to 
exceed 2019 levels in September, with December showing the largest gain over 2019 levels. 

CANADIAN HOTEL RECOVERY
Month-over-Month improvement in 2022 compared to same period in 2019 

CANADIAN HOTEL MARKET
Historical Rooms Performance

Source: STR.  
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MAJOR CANADIAN MARKETS

In 2020 and 2021, hotels in major Canadian cities were left struggling to fill rooms as travelers avoided 
densely populated cities and as international, group, and corporate demand fell.  With the strong leisure 
demand and the return of group and corporate demand in 2022, major cities began to dominate once again, 
showing strong resurgences in RevPAR.  

MAJOR CANADIAN MARKETS PERFORMANCE (2022)
By Occupancy

MAJOR CANADIAN MARKETS PERFORMANCE (2022)
% Change

REVPAR AMOUNT AND PERCENTAGE CHANGE WITH THE 
10 MAJOR MARKETS (WEST TO EAST)

YEAR-END 2022

The cities that have seen the largest RevPAR improvements this year have been Toronto, Montreal, and 
Halifax at 161%, 159%, and 158%, respectively. This was followed by Quebec City, Calgary, and Vancouver 
which are all in the 124% to 126% growth range. These markets generally lagged over the last two years but 
began to show strong growth as travelers returned to major cities and these locations resumed hosting 
major festivals, events, and conventions. In addition, these markets also took advantage of stronger demand 
periods to drive ADR growth, resulting in accelerated RevPAR growth. 

The remaining major markets also saw strong improvements in RevPAR, capturing pent-up leisure and group 
demand over the summer and stronger corporate demand in the fall months. Victoria recorded the lowest 
RevPAR growth for this year-to-date period; however, the city was consistently one of the best performing 
markets over the COVID period and has less room for growth coming out of the pandemic. 

Source: STR.  
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RECOVERY REIGNITES INTEREST IN NEW DEVELOPMENT 

Not surprisingly, the pace of the recovery in 2022 has reignited interest in new development. While land 
values have continued to rise, there has been some moderation in development costs. Moderating costs 
along with stronger market results have improved the feasibility of projects in many markets including 
suburban growth areas and secondary and tertiary markets that have been under served in the past.

Below is a summary showing the trend in hotel development from pre-COVID to today.

The data indicates the impact from COVID was muted since hotel projects occur over a period of several 
years – the impact of COVID was seen in the number of projects that were delayed versus outright cancelled. 
Rooms in planning declined to 21,915 in 2020 but rose steadily through 2021 and 2022 to 27,497 as of Q3 
2022. Rooms in planning are now 12% above Q4 2019 levels. For projects that were underway, an average 
of 1,027 rooms have opened per quarter since 2020, in line with 1,005 rooms in Q4 2019. Rooms in 
construction fluctuated and have averaged 7,803 rooms per quarter, similar to 7,753 rooms in Q4 2019. 

In terms of where development is occurring, 55% of the national pipeline is situated in Ontario, with British 
Columbia second at 19%. At the city level, the Greater Toronto Area accounted for 22% of the national 
pipeline, followed by Vancouver at 6% and Montreal at 5%. The national pipeline, comprised of hotels 
in construction and in planning, represents about 7% of Canada’s existing room supply.

HOTEL ROOMS OPENED AND IN PIPELINE – PAST 12 QUARTERS

2022 AIR PASSENGER TRAFFIC - AS A PERCENTAGE OF 2019

AIR TRAFFIC

Air traffic is an excellent barometer for hotel performance. In 2022 air traffic in Canada rebounded strongly 
as shown on the chart below:

Passenger traffic was weak in Q1 as travel activity was impacted by the Omicron variant. The lifting of 
restrictions, combined with the removal of COVID vaccination proof for domestic travelers in June, propelled 
marked improvements in Q2 and Q3. Traffic saw continued growth in Q4 as vaccination proof was removed 
for international travelers. Growth in 2022 was curbed by significant issues in passport processing, airline 
capacity, and airport operation.

In comparison to the USA, Canadian traffic lagged significantly in Q1, impacted by slower reopening and 
return of select restrictions. The gap narrowed through the year and sat at 5 points by Q4.

Air traffic in Canada will continue to recover in 2023. Air Canada will add new domestic routes and increase 
frequency of other domestic routes in 2023. They will also restart 13 transborder routes in 2023. Despite 
economic and geopolitical headwinds, worldwide air passenger traffic is expected to grow in 2023. IATA, 
an international association representing some 300 airlines, points to strong desire to travel and continuing 
pent-up demand.
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BOND PLACE HOTEL TORONTO

$94M
WHERE: Toronto, Ontario
ROOMS: 285
PER ROOM: $329,800
DATE: September 2022

HOTEL 2170 LINCOLN DOWNTOWN 
MONTREAL (FORMER 
RESIDENCE INN)

$63M
WHERE: Montreal, Quebec
ROOMS: 221
PER ROOM: $285,100
DATE: November 2022

THE OAKES HOTEL OVERLOOKING 
THE FALLS

$112.5M
WHERE: Niagara falls, Ontario
ROOMS: 239
PER ROOM: $470,700
DATE: July 2022

2022 TRANSACTION ACTIVITY BY SALE TYPE
Number of Transactions

2022 TOP INDIVIDUAL HOTEL TRANSACTIONS
In 2022, the three largest hotel sales in Canada were for alternate use.

Sales for alternate uses such as redevelopment or social housing 
accounted for just over 24% of the total volume; this includes 
the Oakes Hotel, Bond Place Hotel, and the former 
Residence Inn Montreal sales, which accounted for  two-thirds 
of this total. 

There was an increase in strategic dispositions in 2022. 
Morguard sold a number of hotels from the former Temple REIT 
portfolio in Western Canada, including a five-property portfolio 
in Fort McMurray in December. A portfolio of five Motel/Studio 
6 properties with 613 rooms located across the GTA was sold 
by G6 Hospitality to a private group in mid-2022. 

Resorts and leisure-based markets performed well in 2022 and 
continued to attract a lot of investor interest. In Banff, 
InnVest acquired the Charltons and Royal Canadian Lodge 
properties in August 2022. As we have seen with a number 
of resort assets across the country, both hotels will be 
repositioned as upscale resort hotels. 

Ongoing Hotel Use - Branded Properties Ongoing Hotel Use - Unaffiliated Properties

Conversion to Alternate Use / 
Acquired for Redevelopment

Distress

TRANSACTIONS MARKET

Transaction activity softened in 2022 despite the strong recovery in the sector. With stronger performance, 
most owners were happy to hold and reap the financial benefits after two years of losses.  In 2021, the 
transaction market was largely driven by the financial impact of COVID-19, owner fatigue and acquisitions by 
public bodies. In 2022, there were fewer public sector acquisitions but an increase in strategic dispositions. 
As in 2021, the market was dominated by sales of smaller independently owned properties with very few 
transactions in the larger urban centres. 

In 2022, Cushman & Wakefield tracked over 160 transactions, which accounted for around $1.6B in total 
volume, down from over 200 transactions and $2.0B in total volume in 2021.

TRANSACTION HIGHLIGHTS

The largest sale we tracked in 2022 was the $112.5M acquisition of the Oakes Hotel in Niagara Falls, which 
was acquired for redevelopment with a 1,140-room, twin-tower hotel. The property is well located adjacent to 
the Fallsview Casino and overlooks Niagara Falls.  

The largest urban hotel sale in 2022 was the Bond Place Hotel in Downtown Toronto, which was acquired 
by the City of Toronto at a purchase price of $94.0M, or $330,000 per room. The property had been under 
contract to the City for emergency housing during COVID and was acquired by the City to fulfil its need for 
social housing. 

CANADIAN HOTEL TRANSACTION VOLUME

Source: Cushman & Wakefield
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2022 NOTABLE PORTFOLIO TRANSACTIONS CAPITALIZATION RATES 

HOTEL DISPOSITIONS 

WHERE: 

ROOMS: 

DATE: 

Thunder Bay, Calgary, Regina, Winnipeg, 
Edmonton, Saskatoon, Moose Jaw, Lloydminster, 
Fort McMurray

2,037

March through December 2022

CHARLTONS AND ROYAL CANADIAN LODGE BANFF

WHERE: 

ROOMS: 

DATE: 

BUYER: 

Banff, Alberta

65 (Charltons); 99 (Royal Canadian Lodge)

August 2022

InnVest Hotels

ONTARIO MOTEL 6 VS LIMITED SERVICE PORTFOLIO

1. 122-room Motel 6 Burlington

2. 122-room Motel 6 Brampton

3. 123-room Motel 6 Mississauga

4. 123-room Motel 6 Whitby

5. 123-room Studio 6 Mississauga

ROOMS:    613

DATE:        July 2022

Cushman & Wakefield released their Q4 Cap Rate Survey in January 2023.  While the range in rates for 
hotels has not shifted since early 2022, the survey does indicate increasing upward pressure on capitalization 
rates across all asset classes, driven by economic uncertainty, high inflation and the rise in interest rates.  
Historically, changes in interest rates do not alone drive changes in capitalization rates, rates are more 
directly impacted by the flow of capital to the sector and investor expectations. For the hospitality sector 
specifically, capitalization rate increases have been less than expected given good investor demand and a 
limited amount of hotel product available for acquisition.  

A summary of capitalization rates for select markets across Canada is shown below. These rates are for 
properties with stabilized results – capitalization rates can differ from these rates if property income is above 
or below stabilized levels. 

Rates for hotels are outlined below:

HOTEL CAP RATES (Q4 2022)
Full-service downtown

We anticipate that hotel pricing will remain strong through 2023 based on the continued growth prospects for the 
market and the demand for hotels and resorts. Where better quality assets are available, brokers continue to report 
strong buyer interest and multiple bids. 

Source: Cushman & Wakefield.  
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HOTEL CAP RATES (Q4 2022)
Select-service

HOTEL CAP RATES (Q4 2022)
Limited-service Suburban

• Most markets in Canada experienced accelerated ADR 
growth in 2022, which resulted in some markets seeing ADRs 
well above 2019 levels.  Domestic leisure demand largely 
drove ADR gains over the last two years as travel outside 
Canada was restricted. With more travel options available 
and the high cost of travel and hotels in Canada, there is 
potential for some leisure demand to dissipate in 2023.  
Further impacting future rate growth will be a return of 
regular group and corporate demand which is usually  
lower rated. Dynamic pricing structures for negotiated  
rates are an opportunity for some hotels to increase rates  
in the coming year. 
  

• Maintaining higher NOI margins in the near term will be a 
challenge in the face of increased costs for labour, goods,  
and materials. Statistics Canada reports that the Consumer 
Price Index (CPI) rose to 6.8% year over year in November 
2022, led by food and energy costs. Other costs have also 
seen significant increase. Over the last year, hotel insurance 
costs have continued to rise. Utilities costs have amplified 
due to volatility in the price of petroleum products and 
natural gas, as well as escalating carbon tax charges. 
Property taxes are another area that could see increases 
as taxes were reduced in some areas during the pandemic, 
and properties could see taxes increase as hotel businesses 
return to normal levels of profitability.  
 

• Labour shortages and costs will continue to be an issue for 
hotels as properties return to normal staffing levels. With 
the unemployment rate at just 5%, the industry will face 
challenges in 2023. This past year, the Hotel Association of 
Canada with Tourism HR Canada and the Government of 
Canada created the Destination Employment program.   
This bridge program helped mobilize 1,300 new Canadians 
into hotel jobs in five key regions of Canada in 2022.   
These groups continue to advocate for modifications 
to programs that will ease the labour shortage for the 
hospitality industry.

Source: Cushman & Wakefield.  
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The last few years have presented the Canadian accommodation industry with a unique set of opportunities 
and challenges and the industry has adapted and thrived.  In 2023, as the Canadian hotel market enters the 
next phase of the recovery, we anticipate a change in demand characteristics with growth in the group and 
corporate sector despite a weaker economic outlook. At the same time ADR growth will moderate in 2023.

As we look towards 2023, current trends indicate a number of new challenges that may face the industry in 
the coming year. 

WHAT TO WATCH FOR IN 2023
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