
	X Sandton remains the problem market. Occupancy is broadly flat at 56% and 
ARR has reached only R1 900, barely above the R1 834 achieved in 2019 – a 
decline of 24% in real terms – leaving RevPAR at approximately R1 065 and 
rate at less than 30% of comparable Cape Town hotels.

	X Demand for luxury accommodation eased slightly in the first half of 2026, 
with national 5-Star occupancy at 61% for January to June against 62% in 
2025, but the segment remains well ahead of its 2019 position of 54%.

	X Nationally, ARR of R4 368 for the first six months of 2026 is 39% ahead of 
2019 in real terms, and Gauteng outside Sandton has just regained its 2019 
rate in real terms. The pricing gap is therefore a Sandton issue rather than a 
Gauteng one.

	X Cape Town gave back some ground, with occupancy easing from 69% to 
63%, although this remains comfortably above the 59% recorded in 2019. 
Rate is where the market excels: an ARR of R6 530 for January to June 2026 
is 49% ahead of 2019 in real terms and delivers RevPAR of roughly R4 160.

	X KwaZulu-Natal is the recovery story of 2026. ARO has rebounded from a 
low of 44% in 2025 to 56%, essentially back to the 2019 level, suggesting 
that the 2025 collapse reflected the surge in participating rooms and the 
province’s economic difficulties rather than a structural loss of demand.

	X The overall picture is one of consolidation rather than decline: occupancy 
has settled marginally below the 2025 peak while rate continues to build, 
and the national average is being held back by Sandton alongside the 
reweighting of the KZN sample.
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5-Star Hotels – rate growth continues as occupancy settles
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5-Star Hotels: Average Annual Occupancy (Jan to Jun )
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5-Star Hotels: Average Room Rate (Jan to Jun)

2019 2026 Nominal 2026 Real

ARO: Average Room Occupancy

ARR: Average Room Rate

RevPAR: Revenue per Available Room

YTD: Year to Date, 

Source:  CoStar and BDO analysis
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4-Star Hotels – Occupancy climbs but rate growth  
stays in Cape Town  
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4-Star Hotels: Average Annual Occupancy (Jan to Jun)
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South Africa KZN Cape Town Sandton Gauteng

4-Star Hotels: Average Room Rate (Jan to Jun)

2019 2026 Nominal 2026 Real

ARO: Average Room Occupancy

ARR: Average Room Rate

RevPAR: Revenue per Available Room

YTD: Year to Date, 

Source:  STR and BDO analysis

	X Sandton and the rest of Gauteng have converted occupancy gains into 
modest real RevPAR growth, but rate remains the constraint: Sandton ARR 
of R1 481 and Gauteng ARR of R1 371 are both marginally behind 2019 in real 
terms. Sandton 4-Star hotels achieve 78% of local 5-Star ARR, which says 
more about 5-Star weakness than 4-Star strength.

	X Occupancies continue to improve across the board. For January to June 
2026, national 4-Star ARO reached 62%, up from 61% in 2025 and more 
than 10 percentage points above 2019. Every market is now trading ahead of 
its 2019 occupancy, led by Cape Town at 71% and KwaZulu-Natal at 67%.

	X KwaZulu-Natal remains the problem market. Despite the strongest 
occupancy in the country, nominal ARR of R935 is below the R949 achieved 
in 2019 – a real-terms decline of 28% – leaving it the only market where real 
RevPAR is still behind 2019. KZN 4-Star hotels earn just 31% of the ARR of 
local 5-Star hotels and less than a third of Cape Town 4-Star rates.

	X Nationally, ARR of R1 949 is 22% ahead of 2019 in real terms, but that gain is 
carried almost entirely by Cape Town. Outside the Western Cape, the 4-Star 
segment is filling rooms without pricing power, and closing the rate gap – 
particularly in KwaZulu-Natal – remains the key challenge.

	X Cape Town is again the exception on rate. ARR of R2 902 for the first half 
of 2026 is 54% ahead of 2019 in real terms and delivers nominal RevPAR of 
roughly R2 090. Cape Town 4-Star hotels now achieve 44% of the ARR of 
their 5-Star counterparts.
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3-Star Hotels – Occupancy recovers but rate growth  
stays out of reach
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3-Star Hotels: Average Room Rate (Jan to Jun)
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YTD: Year to Date, 

Source:  STR and BDO analysis

	X Gauteng shows the same pattern. Occupancy of 53% is 6 percentage points 
above 2019, but ARR of R1 245 is 4% behind 2019 in real terms, so real RevPAR 
growth is limited to around 9%.

	X Sandton has been excluded from the 3-Star analysis this year owing to 
insufficient participating data.

	X Changed domestic business travel patterns, driven by new operating 
models, a weak economy, a wider choice of accommodation outside 
traditional hotels and the shift to online meetings.

	X The shortfall in overseas tourists, with those who do visit tending to avoid 
Gauteng and KwaZulu-Natal or to select 5-Star properties.

	X KwaZulu-Natal continues to struggle. Occupancy of 52% is barely 3 
percentage points above 2019 and ARR of R1 234 is 4% behind 2019 in real 
terms, leaving real RevPAR only marginally ahead of 2019. Tellingly, 3-Star 
hotels in the province now achieve higher rates than local 4-Star properties 
(R1 234 against R935), which points to a rate problem in the 4-Star segment 
rather than 3-Star strength.

	X Cape Town is again the exception. Occupancy of 68% is 13 percentage points 
above 2019 and ARR of R1 732 is 24% ahead of 2019 in real terms, lifting real 
RevPAR by more than 50%.

	X The subdued performance outside Cape Town continues to reflect structural 
rather than cyclical pressures:

	X Reduced government travel following budget cuts and restrictions on non-
essential spending.

	X Occupancy has stabilised. National 3-Star ARO was 58% for January to June 2026, 
unchanged on 2025 but almost 9 percentage points above 2019. Rate remains 
the weakness: national ARR of R1 362 is only 3% ahead of 2019 in real terms.
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The tourism industry in South Africa has changed quite significantly since the country’s 
heydays in 2018/ 2019.  A return to the industry of old is unlikely and that means industry 
players should be adapting their strategies accordingly. Competition is certainly more 
aggressive and coming from previously unrecognized countries/ regions and markets are 
more nuanced and not necessarily defined by country but rather by lifestyle and lifestage. 
This begs the question – is South Africa appropriately structured to cope with these 
changes?  Based on current performance the answer is clearly “no”, except perhaps for 
select destinations and regions such as Cape Town and upmarket game lodges (which fall 
outside of the STR data reported on this document).
Tourism has also been placed at the centre of the national growth agenda alongside 
mining and agriculture, with a target of an additional 750 000 international air arrivals by 
the end of December 2027. This is the recognition the sector has long argued for, but the 
target is demanding: on current run rates it calls for a step change in air access and route 
development rather than incremental growth, and it makes the constraints set out in this 
document a national economic issue rather than a tourism one.
But more still needs to be done:
	X We need a national campaign to improve brand South Africa’s image on the global 

stage.  This goes beyond tourism!  Geo-political challenges have tarnished the 
country’s image, which is a detractor for furthering investment (FDI) and tourism.  
Let’s be louder and more consistent in telling the world how wonderful South Africa 
is.

	X An air access development fund focused on underserviced but high potential 
regional and overseas connections is now essential rather than optional, as the 750 
000 target cannot be met without new routes and added capacity. This must be an 
economy-wide approach, as improved air access drives economic development 
well beyond tourism.

	X The repeated call to tackle crime, grime and decay through meaningful public/ 
private sector and community structures such as city improvement districts which 
tackle local government problems.  Dereliction of our public spaces will continue to 
drive both domestic and international tourists away – we need to recreate spaces 
that we are all proud of and tourists would love to visit.

	X Focus on driving economic development and growth: which in turn will drive 
business tourism from domestic, regional and overseas markets.

	X Create a welcoming environment: our naturally welcoming and friendly culture 
needs to felt across the country.  Everyone should recognize and appreciate the 
value of tourism and “put out the welcome mat” for all tourists. We need to lead 
from the top, prioritizing tourism across government and this needs to be truly felt 
by the people of South Africa.

	X Ensuring that we have innovative and unique tourism product that offer a diverse 
range of experiences.  And that our products and services are delivered by a 
brilliant and skilled workforce. Let’s widen our product offering – expanding into 
new experiences and regions across the depth and breadth of the country.

	X Finally, the sooner the tourism sector recognises that they are part of a broader 
economy and that challenges need to be tackled with an economy-wide mindset 
and the support of other economic sectors, the sooner we can start to overcome 
these obstacles.  Let’s ensure that tourism is at the centre of our economy, and  
that we pave the way for growth so that tourism can do what it does best  
– create much needed employment opportunities.
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Implications and recommendations
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