
Whilst the hotel industry experienced 

a stronger than expected recovery 

in 2022, with many markets setting 

a “new benchmark” with record 

top-line performance, the impacts 

of COVID-19 alongside labour 

shortages have forced hotels to 

maintain lean operating structures 

and focus on driving rates instead of 

occupancy, improving the bottom 

line. However, as of the second part 

of 2022 hoteliers are facing yet 

another challenge, underpinned by 

inflationary pressures, geopolitical 

turmoil and the energy crisis. While 

this might hurt in the short-term, it 

will drive unprecedented investment 

into innovation and technology, 

energy savings and challenge 

unnecessary services, leading to 

even more efficient and sustainable 

operating models. No pressure, no 

diamonds.

Thus, many stakeholders such as 

investors and operators remain 

cautiously committed to the sector, 

encouraged by the more inflation-

proof nature of the asset class 

and continued resilience in global 

demand.

How did the hotel industry navigate 

economic and political challenges in 

2022, and what are the key factors 

that have encouraged stakeholders to 

remain committed to the sector in the 

face of inflationary pressures? In this 

report, we delve into the status of the 

Budapest hospitality market in 2022 

and explore its future prospects in 

this dynamic landscape.

NO PRESSURE, 
NO DIAMONDS
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From the global financial crisis up until 2019, 

Budapest’s hotel room supply growth remained 

limited (+10.9% vs. 2013) and was continuously 

outpaced by the increasing demand (36.9%, 

respectively). As of 2019, more consistently 

modern supply emerged whilst some of the 

outdated stock has been refurbished. Although 

the ultimate results have been disrupted 

by the pandemic, the new and refurbished 

supply gradually boosted Budapest’s market 

attractivity on international scale.

Further to the 26,200 existing room stock, 

ca. 2,517 rooms (weighted by the likelihood of 

opening) are in pipeline in addition to approx. 

591 rooms under refurbishment, expected 

to open by 2025. This represents a ca. 9.6% 

supply growth or a CAGR of 3.1% over the 

next three years. However, the current market 

circumstances might cause certain hotel 

openings to be delayed or postponed for a later 

stage. 

Furthermore, the accommodation options in 

Budapest are complemented by the number 

of short-term rental units marketed on online 

platforms such as Airbnb or Vrbo. 

According to AirDNA, there are currently ca. 

8,200 active rental units (vs. 12,000 to 14,000 

pre COVID-19) which are likely to increase during 

the seasonal months. 

Whilst it is arguable to what extent Airbnb 

competes with certain hotel categories, 

considering the approved legislations potentially 

limiting the short-term rental market, historically 

it absorbed the excess of demand during the 

peak season period and created new demand 

from travellers that are i.e. younger or tend to 

stay longer on average. 

SUPPLY – IMPROVING 
STOCK/RAISING & 
DWINDLING COMPETITION
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DEMAND – 
YEAR OF REVEALING 
RECOVERY, WHAT’S NEXT?

In early 2022, the European hospitality industry 

continued to grapple with COVID-19 restrictions 

that impacted travel and tourism industries. 

However, as of March 2022, Hungary lifted all 

travel-related restrictions, which allowed tourism 

to flow freely into the country once again.

Following the lifting of restrictions, the surge in 

leisure visitors, incl. returning leisure groups, was 

observed. Yet, despite an increasing number of 

visitors for business and conference purposes 

pre-pandemic, it wasn’t until Q4 2022 that 

From July 2022, KSH adopted to publish the 

demand for private accommodations. Since 

then, the private accommodation sector 

accounted for ca. 16% of the total overnight 

stays in Budapest. This seems in line with the 

estimated 20% to 25% share in 2019, considering 

less units being active at present. 

Moving forward, while recession and growing 

cost of living will challenge the recovery in 

hotel performance, there is still a strong desire 

to travel, underpinned by enduring pent-up 

demand. Luxury and economy segments are 

likely to be less affected by economic factors, 

especially in markets driven by leisure and 

Budapest started seeing an uptick in visitors 

coming for business and conference purposes.

In comparison to 2021, the demand in overnight 

stays was 88,1% higher than in 2022, according 

to the Hungarian Central Statistical Office (KSH). 

Unfortunately, the demand cannot be compared 

to 2019 levels due to a methodological change 

in 2022 at the KSH. According to Oxford 

Economics, the demand in 2022 was at 70,8% 

compared to 2019.  

domestic demand or those benefiting from 

favourable exchange rates. 

Furthermore, the lifting of the zero COVID-19 

tolerance policy and the improving connectivity 

between both continents, China and the 

Asian markets in general (3,9% and 17,5%, incl. 

China, demand share for Budapest in 2019, 

respectively) are expected to make a return to 

the European and Budapest market during 2023, 

contributing to an even stronger recovery.

Absent markets such as Ukraine and Russia, due 

to unfortunate reasons, made a 2,1% and 4,2% 

demand share for Budapest in 2019. 
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Disclaimer : the demand index forecasted by Oxford Economics shows an abnormality between years 2022 and 2023. Both 
years show similar demand levels, which is out of line compared to neighbouring markets and might be questioned based 
on the current market evolvements. Hence, the demand levels might return and surpass 2019 levels by 2024.

SUPPLY & DEMAND 
INDEX 
Cushman & Wakefield Research

70Hospitality



AVIATION INDUSTRY  – 
TURNING THE CORNER

International airports, such as Liszt Ferenc 

International Airport, play a crucial role in the 

tourism industry, providing essential services 

and facilities to ensure a comfortable and 

convenient travel experience for international 

tourists. The aviation industry, like the hospitality 

sector, has faced enormous challenges in 

recovering from the impact of COVID-19, 

including travel disruptions and changes in 

health and safety protocols. However, data from 

EUROCONTROL indicates that the industry 

is gradually recovering, with flights at most 

airports returning to pre-pandemic levels in 

2022.

According to the operator of Liszt Ferenc 

International Airport, the airport served 12.2 

million passengers in 2022, an increase of 216% 

from 2020 and 164% from 2021. Passenger 

traffic has thus reached 75% of the record year 

of 2019, reflecting the returning demand for the 

Budapest hotel market. On a European level, 

EUROCONTROL recorded an average of about 

25,500 daily flights (not passengers) in 2022, 

reaching 83.1% of 2019 levels.

Liszt Ferenc International Airport is the primary 

hub and headquarters for Wizz Air, Europe’s 

7th largest airline carrier, and a base for Ryanair, 

Europe’s largest airline carrier. Between the two, 

these carriers hold the majority share of flights 

at the Budapest airport.  

Noteworthy, both airlines increased their share 

of flights compared to 2019 (out of four in total 

Europe), with Wizz Air leading the European 

expansion at a growth of +13%, followed by 

Loganair (+12%) and Ryanair with +9% in 2022.

Moreover, the airport has made recent 

developments to improve its infrastructure, 

services, and capacity to better serve the 

increasing number of passengers. These 

developments, combined with the airport’s 

partnerships with major airlines such as Wizz 

Air and Ryanair, will have a positive impact on 

Hungary’s recovering tourism industry.

Source: 
EUROCONTROL

SHARE OF WORLDWIDE 
FLOWS TO/FROM EUROPE

(-26% VS. 
2019)

(-15% VS. 
2019)

(According to Eurostat, the railway passenger transport statistics for Hungary are held confidential. Furthermore, the 2022 
passenger traffic data at time of this report has not been published yet. Hence, the focus on aviation data)
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PERFORMANCE – 
THE STRONGEST 
MARKET IN CEE

In 2022, Budapest has again emerged as the 

best-performing hotel market among the 

CEE capital cities in terms of RevPAR, with an 

occupancy level of 61% and an ADR of EUR 106, 

resulting in a RevPAR of EUR 64. This marks a 

remarkable improvement of +117.7% compared 

to 2021 and a positions Budapest at 90.1% 

compared to its 2019 performance levels.

Despite a 16.5% improvement in ADR 

compared to 2019, there will be need for 

improvement in 2023. Since the VAT reduction 

of accommodation services from 18% to 5% in 

2020, the increasing energy costs, cost of sales 

(particularly in food and beverage outlets), 

and the ongoing labor shortage paired with a 

strong demand for salary adjustments, will drive 

the need for hoteliers to pass on some of the 

costs to guests whilst working towards a more 

efficient and sustainable operating model. Again, 

no pressure, no diamonds. 
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While ESG has already been at the forefront of thought for many industry stakeholders, so far, the 

hotel sector has struggled to assign an associated monetary value. However, with mounting research, 

empirical evidence, and tools that allow more effective measurement of ESG impacts, sustainability 

should be seen more clearly reflected in pricing, and this will finally translate into valuations, 

which is long overdue. 

Explore Cushman & Wakefield Hospitality’s latest ESG Hospitality Investor Survey here . 
ESG is not only a Corporate Social Responsibility issue, but it also has a real impact on 

hotel values. According to the research of C&W, the assets with the highest credentials are 

expected to command a value premium of between 4.5% to 7.3%, depending on nature of 

the investment.

There is a very high chance that hotel owners will face increasing scrutiny related to ESG 

status during their next dispositions. The survey and interviews revealed that while 3 years 

ago, only a minority of investors incorporated ESG into their transaction DD, this has 

changed fundamentally over the last two years. Over 70% of respondents in C&Ws latest 

survey confirmed that they conduct ESG related DD during their acquisitions and another 

12% of investors suggested that they are currently working on adding this step into their 

transaction process.

The increased focus on ESG is warranted, as more than half of respondents in Cushman 

& Wakefields survey already faced ESG related issues during their hotel acquisitions and 

dispositions. For around 35% of investors, responding to ESG issues had a major monetary 

impact (above EUR 500,000).

Many hotel owners currently do not have a full picture about the ESG status of their assets. 

Only one fifth of respondents in the survey had conducted ESG audits across all their 

properties. On the other hand, most investors have started to conduct some ESG related 

assessments during their hotel acquisitions, with the most frequent being Climate Risk 

Assessment and CRREM/NetZero analysis, addressing the physical and transitional risk.

ESG has become a liquidity factor for hotel real estate. While only a minority of investors 

have specific minimum ESG requirements, many have certain preferences. For example, 

less than one third of respondents in our survey require a minimum green building rating 

(such as BREEAM or LEED) and/or a minimum level of EPC certificate, although nearly 

70% of investors will seek for it. Many respondents in Cushman & Wakefields investor 

survey indicated that they would reflect the required capital expenditure to resolve ESG 

shortcomings during the DD process.

ESG  – 
MONETISED 
SUSTAINABILITY Key 

findings

INCLUSION OF ESG 
INTO ACQUISITION 
DUE DILIGENCE
Source: C&W Research – Hotel Investor 
Survey - H2 2022
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The survey pertaining to the expected ESG 

premium for hotels was conducted in early 

2022. It was completed by 56 respondents, 

including senior representatives of major private 

equity firms, funds, REITs and other institutional 

investors active in the European hotel real 

estate market. The respondents’ firms invested 

in aggregate over EUR 20 billion during the last 

five years accounting for about a fifth of all hotel 

transaction volume in Europe. About 69% of 

investors surveyed are based in Europe and 25% 

in the Americas.

The structured interviews, investigating the 

impact of ESG on hotel transaction DD, were 

conducted between June and November 2022. 

The respondents of the survey included hotel 

investors that during the last 5 years, acquired 

over 370 hotels in Europe, with the aggregate 

value of around EUR 16 billion. The total value 

of hotels owned by the respondents at the time 

of interview was approximately EUR 86 billion. 

Approximately 47% of the investors surveyed 

had their headquarters in Europe, while 38% had 

their headquarters in the Americas.

ASSESSMENTS DURING 
HOTEL TRANSACTION 
DUE DILIGENCE
(% OF INVESTORS 
CONDUCTING )

ATTITUDE TOWARDS BUILDING 
CERTIFICATIONS (I.E. BREEAM 
OR LEED) (% OF INVESTORS)

Source: C&W Research – 
Investor Survey in H1 2022

Source: C&W Research – Hotel Investor Survey - H2 2022
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Within the investment’s sphere, hospitality 

assets are considered as anti-inflationary 

product due to the improving KPIs of Hotels. 

Concurrently, the pressure on owners to improve 

liquidity combined with investors’ need to 

deploy large amounts of recently raised equity 

will eventually lead to a rebound in investment 

activity on European level – most likely in the 

second half of 2023, when economies could 

start to rebound with tamed inflation and 

improving debt financing terms. Hungary 

and other countries in CEE face an additional 

challenge in the form of perceived geopolitical 

risks, acting as a burden for investors until the 

tensions will ease up. For the gap between the 

buyer and seller expectations to close, at least 

one side may need to compromise, and the 

attractiveness of the asset might define who will 

have the upper hand.

With regards to the recent investment activities 

in Budapest, the total investment volume 

reached EUR 216 million*  in 2019, EUR 279 

million**  in 2020 and EUR 75 million in 2021. 

During 2022, Cushman & Wakefield recorded sic 

transactions that totalled a transaction volume 

of EUR 201 million, making Budapest and 

Hungary the investment market with the highest 

volume of transactions across CEE in 2022. 

On an over-regional level, hotel transactions 

will likely be split into two opposing buckets. 

In the first bucket, driven by the pressure from 

lenders and redemption funds, we can expect 

to see a greater number of pre-emptive or 

distressed sales, offering attractive but sporadic 

acquisition opportunities. High-quality prime 

assets in difficult-to-enter markets, on the other 

hand, will maintain their pricing with minimal 

outward movement in yields, in some cases even 

compensated by nominal income growth. 

Traditional financing within the hospitality 

space will remain selective in the short 

term, with lenders being more stringent 

with criteria and the focus shifting from 

LTV to DSCR or EBITDA multiples. While 

the alternative lenders such as debt funds 

will be keen to seize the opportunity 

and come to the table, the underlying 

cost of capital is expected to increase 

and both investors and motivated sellers 

will need to get creative, exploring all 

possible avenues including JVs, deferred 

payments, earn-outs, seller financing, or 

green financing.

Prognosing accurate yield levels for CEE 

markets remains currently ambitious as 

there is not enough market evidence of 

shifting yield levels. Ultimately, the yield 

will be influenced by the subject project 

and its location, operating structure, 

covenant, and the necessity for CAPEX, 

among other factors.

INVESTMENTS – FROM 
‘WAIT & SEE’ TO ‘FORTUNE 
FAVOURS THE BRAVE’

DEBT – THE ART OF DEAL 
STRUCTURING & THE MULTI-
LAYERED CAPITAL STACK 

*(corrected from EUR 235 million previously) 
**(corrected from EUR 249 million previously) 82Hospitality


