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If there is one thing that can be said about 
2016, it is that it was an interesting year; 
the rapid spread of the Zika virus, shift-
ing global paradigms, and the renewed 
specter of terrorism abroad have all con-
tributed to what may be the most mem-
orable year in recent history. Despite this 
chaotic backdrop, however, the U.S. trav-
el industry exhibited healthy growth over 
the past 12 months. Likewise, as 2016 slips 
into history, the U.S. travel and tourism 
industry in general – and Hawai‘i’s visi-
tor industry in particular – can look for-
ward to 2017 with cautious optimism.

Overall, attitudes towards the next 12 
months are generally positive: U.S. Con-

sumer Confidence continued to climb at 
the end of 2016 (+4.3 pts from the pre-
vious month, to 113.7),  driven primarily 
by increased optimism about the future of 
the economy. This outlook is, for the most 
part, shared by the experts. The dollar re-
mains strong and the Economist Intelli-
gence Unit (EIU) predicts U.S. GDP will 
grow by +2.3 percent in 2017, a pace nota-
bly higher than what is expected for Can-
ada or Europe. All of these factors, as well 
as fuel costs remaining well below recent 
historical norms, point to modest but pos-
itive growth for the U.S. outbound travel 
market for the near future.
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2017 U.S. Travel Industry Outlook

COMPETITOR UPDATE

Motivated by a strong dollar, 
international travel remains 
an increasingly popular 
activity for U.S.residents. In 
fact, travel demand is such 
that Americans are turning 
to a new destination: Cuba. 
But is the island nation really 
a serious competitor in the 
travel game?
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HAWAI‘I VISITORS AND CONVENTION BUREAU

Continued on PG2



The favorable conditions predicted by 
economists and industry experts translate 
directly into a strong outlook for the U.S. 
outbound travel market. The U.S. Travel 
Association is forecasting steady growth in 
U.S. domestic leisure travel as compared 
to 2016. If their expected +1.6 percent in-
crease is realized, a record 1.77 billion do-
mestic person-trips will be taken this year. 
Moreover, domestic travel expenditures are 
expected to climb to $856 billion, an in-
crease of +2.8 percent from 2016 spending 
levels. Overall these predicted growth rates 
match or exceed those seen in recent years, 
thus indicating that industry performance 
will continue to see strong, albeit more 
moderate growth, throughout 2017.
Air Outlook
While the airline industry’s record-breaking 
profitability is expected to taper slightly in 
2017, experts predict airlines will see an-
other excellent year. The International Air 
Transport Association (IATA) once again 
has the North American market leading the 
way, with an anticipated net profit of $18.1 
billion, compared to preliminary estimates 
of a $20.3 billion net profit in 2016. Some 
of this decline can be attributed to high-

er fuel costs. The EIU estimates that the 
price of crude will rise to $57 a barrel from 
roughly $40 a barrel in 2016. At the same 
time, however, fuel costs are actually ex-
pected to decrease as a share of overall air-
line operating costs this year. Likewise, an 
anticipated +3.6 percent expansion of air-
craft fleets will help keep fares low, while 
offering consumers more route options.

In a similar manner, after two years of 
sustained record highs, air seat capacity to 
Hawai‘i from the U.S. mainland is set to 
decline slightly in the first half of 2017. 
All told, some 4.06 million seats are sched-
uled to arrive from the U.S. mainland in 
the January through June period, down 
-1.2 percent from the same time last year. 
The decline is not uniform across the is-
lands; indeed, only O‘ahu is expected to 
experience a net loss of capacity (-3.3%, or 
75,000 seats). Scheduled mainland seats to 
all of the Neighbor Islands’ airports will in-
crease, at least modestly, relative to 2016. 
The most significant expansion in capaci-
ty is to Kona Airport on the Island of Ha-
wai‘i, which is expected to see an additional 
18,000 seats (+4.4%) from U.S. gateways.

2017 U.S. Travel Outlook
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2017 Hawai‘i Visitor 
Arrival Forecast

Continued on PG3

Source: HVCB analysis of DBEDT Visitor Forecast

US WEST US EAST

3,667,281
+1.3%

1,870,532
+1.2%



Lodging Trends
Demand for hotel rooms in the United States 
is expected to grow +1.6 percent in 2017, 
while experts anticipate that inventory will 
grow at +2.0 percent. Though overall U.S. 
hotel room occupancy is expected to decline 
slightly in 2017 (-0.3 points, to 65.2%), Av-
erage Daily Rate (ADR) is expected to rise 
to $128, an increase of +3.1 percent. Higher 
ADR, coupled with more or less unchanged 
occupancy year-to-year, means Revenue per 
Available Room (RevPAR) will be up +2.18 
percent to $84 in 2017.

Of course, Hawai‘i’s hotel industry vastly 
outperforms the national market. The most 
recent data shows that statewide occupan-
cy grew +0.5 points to 79.9 percent, year-
to-date through August 2016. ADR and 
RevPAR likewise exhibited healthy growth, 
increasing +3.2 percent and +3.8 percent re-
spectively. With O‘ahu once again operating 
near full capacity, it is likely that occupancy 
rates there will remain relatively unchanged 
throughout 2017, with any increases in 
statewide occupancy being driven by the 
Neighbor Islands. 

New inventory will continue to be a sig-
nificant factor impacting Hawai‘i’s hotel 
industry throughout 2017 and beyond. On 
O‘ahu, The Hyatt Centric Waikiki is slated 
for a January 17th grand opening, and the 
announced Atlantis Resort in Ko Olina rep-

resents the newest addition to the burgeon-
ing resort scene of West O‘ahu. Similarly, 
last year’s reopening of the Four Seasons Re-
sort Lanai and the expected reopening of the 
Lodge at Koele early this year mean that the 
island is once again a viable destination after 
more than a year with almost no available 
capacity. It is unlikely that this added supply 
will outstrip the pace of growing demand, 
but the expanded inventory is nevertheless 
important for the state’s continued develop-
ment as a destination.
Hawai‘i Traveler Outlook
The Hawai‘i Department of Business, Eco-
nomic Development & Tourism (DBEDT) 
predicts another year of modest but positive 
gains in the volume of U.S. mainland vis-
itors to the state; the most recent forecast 
pegs the growth rate at +1.3 percent, which 
means Hawai‘i should welcome more than 
5.5 million U.S. visitors over the course of 
2017. It should be noted that such predic-
tions are often conservative, allowing for the 
hopeful possibility that this actual visitor ar-
rivals will exceed expectations, as they have 
often done in previous years. Leisure and 
hospitality ventures across the state should 
also take heart in the +4.1 percent increase 
in visitor expenditures predicted for next 
year, which would at least match expendi-
ture growth in 2016 and significantly out-
perform 2014 and 2015 growth.
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U.S. Hotel Industry Performance

Source: HVCB analysis of Smith Travel Research data, 2013-2017F
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2013 2014 2015 2016P 2017F

DEMAND +2.0% +4.3% +2.9% +1.6% +1.6%

SUPPLY +0.6% +0.7% +1.1% +1.6% +2.0%

OCCUPANCY 62.2% 64.4% 65.6% 65.5% 65.2%

PERCENT CHANGE +1.4 pt(s) +3.5 pt(s) +1.8 pt(s) -0.1 pt(s) -0.3 pt(s)

AVERAGE DAILY RATE $110 $115 $120 $124 $128 

PERCENT CHANGE +3.8 pt(s) +4.5 pt(s) +4.7 pt(s) +3.2 pt(s) +3.1 pt(s)

REVENUE PER AVAILABLE ROOM $68 $74 $79 $81 $84 

PERCENT CHANGE +5.2 pt(s) +8.2 pt(s) +6.5 pt(s) +3.2 pt(s) +2.8 pt(s)

Source: HVCB analysis of U.S. Conference Board, Economist 
Intelligence Unit, U.S. Travel Association, International Air 
Transport Association, Diio Mi, Smith Travel Research, Hos-
pitality Advisors, Department of Business, Economic Devel-
opment & Tourism, and Hawai‘i Tourism Authority data.



Competitor Update

For more information regarding this 

issue of the Market Insights Update, 

to subscribe to the distribution list or 

submit topic requests for future issues, 

please contact insights@hvcb.org. 

Cuba Hype Overblown?
As outbound travel increases across the 
board, one of the most talked-about  des-
tinations in recent months has been Cuba. 
Despite the fact that U.S. leisure travel to 
the country is still technically illegal, last 
year’s loosening of travel restrictions to fa-
cilitate “educational visits” has launched 
the island nation into the travel spotlight. 
And indeed, Cuba has proven popular to a 
portion U.S. travelers; more than 230,000 
Americans made the journey in 2016, and 
20 daily flights have been added between 
Havana and various U.S. cities. 

This begs the question, is the opening of 
Cuba really a threat to other travel destina-
tions? U.S. air travel to Cuba is a drop in 

the bucket compared to the U.S. outbound 
travel market as a whole, and decades of 
neglect have left the country’s hotel infra-
structure ill-equipped to handle a high vol-
ume of U.S. travelers. What’s more, none 
of this takes into account that the new U.S. 
administration could very well put travel 
restrictions back in place, effectively clos-
ing off the nation to most U.S. travelers 
again. With plans to double hotel inven-
tory by 2020, Cuba could indeed become 
a major player, but it will take time and a 
substantial financial investment. Whatever 
the future holds for Cuba as a U.S. leisure 
destination, Hawai‘i needs to keep a watch-
ful eye on the island nation's progress.
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Sneak Peak at 
Next Month

Romance & Honeymoon 
Travel

Airfare Update


