Boston Lodging Market’s Strong Performance Expected to Continue through Fourth Quarter
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Through the third quarter, revenue per available room (RevPAR) in the Boston and Cambridge lodging
market has grown 2.8% over the same time last year and the remaining three months will only help boost
this performance further. Although the market’s RevPAR declined in 2016 for the first time in six years,
market dynamics have improved to drive growth in both occupancy and average daily rate (ADR). The
market has benefitted from a strong convention calendar with well-placed citywides, limited supply
growth, and increases to both corporate and leisure demand.
Year-to-date through September 2017, lodging supply has increased 1.6%, a small increase when
compared to 2016. During the same time demand increased 2.6%. As a result, occupancy has improved
almost a full percentage point to where it was the same time last year. ADR growth has been slowing since
2014; through September ADR has increased a modest 1.7%. The strengthening in demand has enabled
operators to drive RevPAR 2.8% over last year’s performance.
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The Seaport/Logan Airport submarket is the only market that has seen a decline in occupancy in 2017, a
direct result of supply increases in 2016 and 2017. Both the Back Bay and Downtown submarkets have
shown considerable improvement in occupancy, both growing almost two points. All submarkets have
been able to increase rates over last year, ranging between 0.8% in Downtown to 2.9% in the Back Bay.
RevPAR has increased across all six submarkets with the largest increases experienced in the Back Bay.
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These positive trends are expected to continue through the fourth quarter of 2017. Demand growth over
the remaining three months will be a result of the convention calendar at both the Hynes Convention
Center and the Boston Convention & Exposition Center outpacing roomnights each month over last year,
a shift in holidays from October to September, and continued strengthening in corporate and leisure
segments.
Pinnacle Advisory Group has projected that market occupancy will increase to 82% in 2017, matching the
market’s highest occupancy on record. ADR is expected to increase 2.0%, with gains each month of the
last quarter. RevPAR is expected to reach slightly above $212 in 2017, an increase of 3.0%, and a historic
high for the Boston/Cambridge lodging market.

Boston & Cambridge Projected Performance

Occupancy
ADR
RevPAR

2016
80.9%
$254.78
$206.12

2017
82%
$259.88
$212.32
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% Change
1.0%
2.0%
3.0%

About the Author
Sebastian J. Colella is a Vice President with Pinnacle Advisory Group based in the
Boston office. With over 15 years in the hospitality industry, Mr. Colella leverages his
operational knowledge and expertise from experiences in the field. In the last three
years Mr. Colella has completed over 75 hotel consulting and valuation assignments
for existing and proposed hotels throughout the country with a primary focus on
Boston and its suburbs.
Prior to joining Pinnacle Advisory Group, Mr. Colella held a variety of management roles in hotels, resorts
and private clubs. With capacities focusing on both sales and operations, he has worked for ClubCorp, the
world leader in private clubs, Rosewood Hotels’ flagship property in New York City, The Carlyle, and lead
efforts to open Zanzibar, Tanzania’s first luxury resort, Baraza Resort & Spa. Work with Pinnacle Advisory
Group has included market and feasibility analysis, acquisition due diligence, departmental revenue and
expense performance evaluations, facility recommendations, brand assessments and impact studies, as
well as appraisals of both branded and independent hotels and resorts.
About Pinnacle Advisory Group
Since 1991, Pinnacle Advisory Group has provided advice and analysis on the full spectrum of hospitality
properties throughout the US and Caribbean: hotels, resorts, conference centers, mixed use projects,
convention centers and exhibition centers. Pinnacle’s services include development counseling,
appraisals, acquisition due diligence, asset management and litigation support. Our clients include leading
hotel companies, REITs, universities, major banks, and municipalities. We specialize in providing
personalized advice on complex projects, carefully tailoring our services to each client’s individualized
needs. www.pinnacle-advisory.com

