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“Should We Invest in Hotels in
Mixed-used Developments?”

Examples of mixed-use developments in Singapore.
Source: JLL

Having the status of a mixed-use
development can help to generate
numerous benefits and value for hotel
investors. They have the potential to
outperform single-use developments
which we commonly observed.

Firstly, researches reveal that the hotel
component in a hotel-retail mixed-use
development environment received a
premium in RevPAR over comparable
hotels in the competitive set. This could
be explained by the presence of retail
outlets such as F&B shops and
restaurants that are located within the
retail segment. Such retail outlets will
cater to the needs of hotel visitors and
improve their overall hotel experience.
The guests will be attracted to the
convenience of the hotel's proximity to
dining, retail and entertainment sites.
This can help to increase the intrinsic
value of the hotel. With the increased
consumer spending on restaurant food
and services of 1.7% year-on-year, it
bodes relatively well for the retail units
in the mixed-use development. This in
turn helps to attract potential customers
and improve on the occupancy rate of
the hotel because there will be a wider
selection of retail shops and
restaurants during their hotel.

Moreover, from an office occupier’s
viewpoint, a hotel and strong retail
offering provides an immense
convenience to staff and visiting clients.
The hotels, in turn, benefit from the
demand generated by workers in
adjacent offices. Thus a hotel with office
component in a mixed-use development
does not only attract leisure tourists but
also is suitable for travellers with
business purposes.

Thus, both hotel-retail and hotel-office
combinations have shown economic
feasibility. Together with the selection of
facilities which are absent from typical
“stand-a-lone” hotels in Singapore, a
wide selection of retail shops,
restaurants, or offices within the same
development will draw more customers
to ensure a growing rental yield and high
occupancy rate. As such, an enhanced
net operating income (NOI) will in turn,
improve the value of the assets.

Furthermore, we believe that the hotel
market in Singapore will continue to
grow, and analysis from our past articles
suggest that the economy hotel segment
is one of the best performing segments
in Singapore because tourists’
preferences are gradually tilting towards
affordable accommodation.

In spite of this, URA is restrictive
towards Airbnb style short-term home
sharing, making it still illegal if rented
out less than 3 months.

Therefore, both economy hotels and
hotels within mixed-use development
are yield-productive investment. We
believe that Hotel fulfilling both criteria
is definitely a worthwhile investment.


