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1 Executive Summary 

 Visitation in San Diego totalled 34.3 million in 2015, for a 1.4% gain over the previous 
year. The overnight visitor segment lead the market, rising 1.8% for the year, boosted 
primarily by 2.5% growth in hotel/motel visitors and a 6.3% surge in visitors staying in 
accommodations other than hotels/motels and private households. Day visitor growth 
registered 1.0% in 2015 as domestic day visitation came in a bit weaker than anticipated 
and day visitors from Mexico were less deterred by the strong US dollar than expected. 
Total visitor expenditures grew by 7.7% in 2015, marking a modest slowdown from the 
9.7% bump in 2014. The San Diego hotel market continues to outperform the US, 
experiencing 3.4% room demand growth in 2015 – compared to 2.8% for the US – and an 
occupancy growth premium of 0.1 percentage point over the US, averaging 76.4% for the 
year. Average daily room rates (ADR) in San Diego rose to $150 in 2015, marking a 6.1% 
gain – compared to 4.4% for the US. 

 Strong domestic fundamentals – particularly on the consumer side – support steady 
growth in 2016, albeit softer than our previous outlook on easing domestic output growth 
and continued global headwinds. While our 2016 US GDP forecast has been lowered to 
2.0% since the start of the year, consumer spending and confidence remain robust, and 
concerns about inflation have waned as the Federal Reserve pursues a more gradual 
tightening cycle than previously anticipated. The main spots of domestic weakness are 
among exporters in the current environment of meager world trade growth and weak 
capital investment, particularly related to gas and oil as prices remain subdued. Longer-
term, we expect the upward creep of interest rates and rebounding fuel costs from record 
lows to press on visitor demand and expenditures as growth rates ease more toward 
historical averages. 

 The main source of drag on San Diego visitor demand is from abroad as trade growth has 
weakened and financial market volatility remains high. While day visitation from Mexico 
has been a bit stronger than anticipated and growth in China is easing more gradually, 
weak economic fundamentals in Canada and Brazil are causing visitor demand in these 
markets to decline. Moreover, a decline in visits from the United Kingdom due to the 
weakened pound and anticipated drag on demand post-Brexit will be felt in 2017. Risks to 
the foreacst are tilted toward the downside and include a broader European Union 
slowdown as Brexit unfolds, a more marked slowdown in China and emerging markets, 
and the realization of secular stagnation among advanced economies. 

 Based on our current forecast, San Diego visitation is expected to grow 1.4% in 2016 
before rebounding slighlty to 1.8% in 2017 and 1.7% in 2018 – a bit weaker than our 
previous forecast, as a result of the timing of the Easter holiday and softer foreign demand 
than anticipated. Overnight visitation will expand by 1.4% in 2016 and will edge up to 1.9% 
growth in 2017 as global demand remains muted and a decline in visits from the UK is 
realized; some further rebound is then expected in 2018 as growth reaches 2.1%. Growth 
in day visits will reach 1.3% in 2016. As consumers remain emboldened and low fuel costs 
continue to encourage more short-haul trips to San Diego and will improve to 1.7% in 
2017 before easing to 1.2% in 2018 as travel costs gradually climb. Visitor expenditures in 
San Diego are expectd to rise 4.6% in 2016, ramping up to 5.2% in 2017 and easing back 
to 4.6% by 2018. Hotel room demand in San Diego will give up its growth premium over 
the US in 2016 due, in part, to a weaker than expected first half, rising 1.7% in for the 
year. Coupled with 1.8% growth in the supply of available rooms, this will weigh on hotel 
occupancy which is expected to register 76.3% in 2016. As such, ADR is expected to 
advance 3.2% in 2016 to $155.  
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2014 2015 2016 2017 2018 2019 2020

Visits 2.1% 1.4% 1.4% 1.8% 1.7% 1.4% 1.5%

   Day 1.2% 1.0% 1.3% 1.7% 1.2% 1.3% 1.3%

   Overnight 2.9% 1.8% 1.4% 1.9% 2.1% 1.5% 1.6%

Expenditure 9.7% 7.7% 4.6% 5.2% 4.6% 4.0% 4.1%

   Day 4.0% 2.0% 3.0% 4.8% 4.2% 4.2% 4.1%

   Overnight 10.4% 8.4% 4.8% 5.3% 4.7% 4.0% 4.1%

Hotel Sector

   Room supply 2.1% 1.0% 1.8% 1.6% 1.1% 1.5% 1.1%

   Room Demand 6.4% 3.4% 1.7% 3.0% 1.8% 1.1% 1.3%

   Occupancy (%) 74.6 76.4 76.3 77.3 77.9 77.6 77.8

   ADR ($) $141.38 $150.03 $154.77 $159.16 $165.44 $171.05 $177.65

San Diego Tourism Summary Outlook 
(annual % growth, unless stated)
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2 San Diego Tourism Outlook 

2.1 Visitor Trends  

Visitation to San Diego totaled 34.3 million in the four 

quarters ending Q2 2016 – slightly below our previous 

forecast. In Q2 2016, total visits to San Diego fell by 2.4% 

bringing growth in visitation for the second half of 2015 and 

first half of 2016 to 0.5% - this was due, in large part, to the 

timing of the Easter holiday which fell in March of 2016 

compared to April of 2015. Day visits fell 3.9% in Q2 2016 

compared with the same quarter in 2015, rounding out a -

0.2% drop for the four quarter period. Overnight visits 

slipped 0.7% in the second quarter of 2016 lead by a 3.6% 

drop in household visitation, bringing overnight visitation 

growth to 1.3% for the four quarters ending Q2 2016. 

Overnight visits involving household stays climbed a 

modest 0.9% for this period. Hotel/motel visits ticked up 

0.7% in Q2 2016, and the segment advanced 1.2% for the 

four quarter period. Other overnight visits grew 1.3% in Q2 

2016; at 4.6%, growth in the number of overnight visitors 

not staying in hotels/motels or households was the most 

robust among visitor segments in the four quarters ending 

Q2 2016. Domestic day visits fell 5.3% in Q2 2016 after a 

3.8% gain the prior quarter, with a 1.3% drop for the four 

quarter period. Growth in Mexico day visits to San Diego 

slowed to 0.3% in Q2 2016 from 5.5% in Q1 2016, ending 

the four quarter period at an average 3.8% rate. 

Total visitation to San Diego is expected to grow 1.4% in 

2016, compared to our December 2015 forecast of 2.4%. 

The downgrade is largely due to a stronger than expected 

Q4 2015 and weaker Q2 2016 – the latter of which is 

attributable to the timing of the Easter holiday. Otherwise, 

the revised outlook considers a more gradual slowdown in 

demand growth from emergers – particularly China – and 

stronger day visitor growth from Mexico which has held up 

despite the strong US dollar. We anticipate the downard 

pressure of a strong dollar on foreign buying power to 

persist in the near term. Economic weakness in Canada 

and Brazil and more muted prospects for the United 

Kingdom following the Brexit referendum also weigh on the 

near-term inbound outlook for San Diego, but strong 
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domestic consumer demand and a slower-than-anticipated Fed tightening cycle are 

providing support. Overnight visits to San Diego are expected to grow 1.4% in 2016, 

compared to our 2.4% prediction in December 2015. Day visitation will growth by 

1.3%, representing a downgrade from our earlier forecast of 2.4%. 

While our US GDP forecast has been lowered to 2.0% since the start of the year, 

consumer spending and confidence remain robust. The main spots of domestic 

weakness are among exporters in the current environment of meager world trade 

growth and weak capital investment, particularly related to gas and oil as prices 

remain subdued. A decline in visits from the UK due to the weakened pound and 

anticipated drag on demand post-Brexit will be felt more so in 2017. Risks to the 

foreacst are tilted toward the downside and include a broader European Union 

slowdown as Brexit unfolds, a more marked slowdown in China and emerging 

markets, and the realization of secular stagnation among advanced economies. 

Based on our current forecast, San Diego visitation growth will edge up to 1.8% in 

2017 and 1.7% in 2018 before easing longer-term. 

2.2 Expenditures 

The rebound in San Diego visitor growth in Q4 2015 of 

9.5% eased into 2016, settling at 1.5% in Q2 2016 on 

weaker spending particularly among day visitors. Total 

visitor expenditures grew 5.1% in the four quarters ending 

Q2 2016. Day visitor spending fell 3.7% in Q2 2016, 

rounding out a 0.5% drop for the four quarter period. 

Spending by overnight visitors rose 2.1% in Q2 2016 and 

5.8% for the four quarters ending Q2 2016. For the four 

quarter period, spending by hotel/motel visitors was up 

6.1%, and spending by visitors staying in private 

households rose 2.9%. Spending by visitors who stayed in 

neither hotels/motels or households rose 7.8% for the 

same period. 

The average length of stay of overnight visitors grew 1.5% 

in the four quarters ending Q2 2016, coming in at 3.8 days 

per trip. Average expenditures by overnight visitors on a 

per-day basis rose 2.7% over period ending Q2 2015. An 

expansion in real consumption by visitors continues as 

average visitor spending rates lead the general rate of 

inflation but begin to trail those of income growth in San 

Diego’s key origin markets. 

Visitor expenditures are expected to grow by 4.6% in 2016, 

reflecting lower fuel costs and reduced per-trip spending by 

international visitors on account of a still-strong US dollar. 
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The gradual creep of tightening interest rates and some expected rebound in oil 

prices will weigh on expenditures growth into 2018. Thereafter, we anticipate the 

strength of the dollar to ease, supporting inbound visitor spending, but more modest 

rates of total visitor growth will keep spending gains subdued. Total visitor spending 

is forecast to grow 5.2% and 4.6% in 2017 and 2018, respectively. 

2.3 Hotel Performance 

San Diego room demand grew 3.4% in 2015 and 

has averaged 0.6%% for the first half of 2016. 

This represents a marked slowdown from the 

6.4% advance in 2014. Room supply growth also 

slowed to 1.0% in 2015 from 2.1% in 2014, and 

has tracked at 1.4% through June 2016. The 

premium in demand growth over that of supply in 

2015 brought occupancy up to 76.4% from 

74.6% in 2014; however, softening demand 

growth suggests occupancy may lag in 2016. 

Growth in average daily room rates (ADR) 

registered 6.1% in 2015, driven by the strong 

advance in room demand and has since 

averaged 2.3% as room nights growth has 

waned. Revenue per available room (RevPAR) 

posted a robust 8.6% gain in 2015 following a 

9.2% gain the prior year but has been more subdued at an average 1.6% rate 

through the first half of 2016. 

The San Diego hotel sector outperformed the US in 2015. Room demand growth in 

2015 registered 3.4% in San Diego and 2.8% across the US. Supply growth remains 

on-par with that of the US, which experienced a 1.1% increase in available rooms in 

2015. As such, the 1.8 percentage point increase in occupancy in San Diego edged 

out the 1.7 percentage point bump for the US. ADR growth in San Diego also led 

the national average in 2015, 6.1% to 4.4%. 

San Diego has continued to lead the nation in terms of occupancy, averaging 76.8% 

in the first two quarters of 2016 compared to 65.1% for the US. Current hotel 

pipeline projections suggest that room supply growth in San Diego will average 

1.8% in 2016 before easing to 1.6% in 2017 and 1.1% in 2018. Room demand is 

expected to increase by 1.7% in 2016 before ticking up to 3.0% in 2017 and easing 

to 1.8% in 2018 as overnight visitation growth tempers.  

Even as San Diego maintains its occupancy premium over the US, ADR growth is 

expected to lag the national average of 4.0% in 2016, rising 3.2% for the year. As 

room demand growth eases, moderate growth in room supply will stem ADR gains 

to 2.8% and 3.9% in 2017 and 2018, respectively.  
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3 US Tourism & Lodging Outlook  

 

 

 

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Total 1900.1 1963.7 1997.5 2030.3 2059.6 2109.3 2178.2 2217.1 2249.7 2287.5 2321.8 2358.5
% change -3.3 3.3 1.7 1.6 1.4 2.4 3.3 1.8 1.5 1.7 1.5 1.6

By purpose
Business 434.3 446.6 440.7 439.4 444.9 451.0 459.4 462.2 466.1 471.7 477.0 483.0
% change -5.8 2.8 -1.3 -0.3 1.3 1.4 1.9 0.6 0.9 1.2 1.1 1.3

Leisure 1465.9 1517.1 1556.8 1590.9 1614.7 1658.3 1718.8 1754.9 1783.6 1815.8 1844.8 1875.6
% change -2.5 3.5 2.6 2.2 1.5 2.7 3.6 2.1 1.6 1.8 1.6 1.7

Hotel room demand
Roomnights 940.7 1008.1 1058.0 1087.0 1108.8 1155.3 1187.7 1212.6 1236.1 1260.2 1283.2 1307.6
% change -6.2 7.2 5.0 2.7 2.0 4.2 2.8 2.1 1.9 2.0 1.8 1.9

Forecast prepared June 2016

Domestic Person Trips in the US
(Millions)

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Rooms (mn roomnights)

   Room Supply 447.9 460.5 469.3 467.0 456.7 469.2 478.8 475.9 465.7 478.2 488.0 485.0

   Room Demand 271.6 320.4 336.8 283.8 279.6 325.5 342.6 288.3 284.8 332.2 349.3 293.8

Occupancy (% balance) 60.7% 69.6% 71.8% 60.8% 61.2% 69.4% 71.6% 60.6% 61.2% 69.5% 71.6% 60.6%

ADR ($) $120.92 $125.62 $127.83 $124.24 $126.52 $130.08 $132.48 $128.89 $131.12 $134.98 $137.40 $133.91

RevPAR ($) $73.34 $87.40 $91.73 $75.49 $77.46 $90.25 $94.80 $78.08 $80.18 $93.76 $98.37 $81.13

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Room Supply 1.5% 1.7% 1.8% 1.9% 2.0% 1.9% 2.0% 1.9% 2.0% 1.9% 1.9% 1.9%

Room Demand 1.0% 2.4% 2.5% 2.3% 2.9% 1.6% 1.7% 1.6% 1.8% 2.1% 2.0% 1.9%

Occupancy (% balance) -0.5% 0.7% 0.7% 0.4% 0.9% -0.3% -0.3% -0.3% -0.1% 0.1% 0.0% 0.0%

ADR 3.2% 4.1% 4.2% 4.5% 4.6% 3.6% 3.6% 3.7% 3.6% 3.8% 3.7% 3.9%

RevPAR 2.7% 4.8% 4.9% 4.9% 5.6% 3.3% 3.4% 3.4% 3.5% 3.9% 3.8% 3.9%

Forecast prepared May 2016

2018

Summary US Lodging Forecast

(year-to-year % growth)
20182016 2017

2016 2017
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4 Key Origin Economies 

4.1 US Market Summary 

GDP growth was revised up to 1.1% (annualized) in Q1 

2016, but it remained constrained by headwinds from 

weaker business investment, net trade and an ongoing 

inventory run down. Final sales rose 1.3% while 

inventories subtracted 0.2 percentage point from GDP 

growth. Looking at Q2, we expect growth to have 

rebounded to over 2.5%.  

We have raised our 2016 GDP growth forecast by 0.1 

percentage point to 2% on stronger consumer spending 

momentum, while our 2017 and 2018 forecasts of 2.3% 

have been lowered very slightly due to the impact of 

Brexit.  

Headwinds from a strong dollar, sluggish global growth 

and reduced oil and gas investment will continue to 

constrain activity, but the economy appears set to 

rebound in Q2. Strong income growth should support 

spending and housing activity while the Fed is tightening 

policy only very gradually. Key forecast drivers include:  

 Solid labor market – the disappointing 

May jobs report overstates labor 

weakness. A maturing labor market will 

lead to smaller monthly job gains, but 

should be sufficient to reduce slack and 

prop up wage growth. 

 Stronger consumer spending – 

boosted by buoyant private sector 

confidence, steady increases in 

employment and faster wage growth, 

consumer spending growth should 

average 2.7% in 2016-17.  

 Financial conditions – financial market 

strains will weigh on confidence and 

marginally affect the momentum in 

private sector outlays.   

 Business investment constrained – 

business investment will remain 
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constrained by the strong US$, weak 

global growth and depressed oil prices.   

 Accelerating housing activity – the 

confluence of low mortgage rates, 

reduced home price inflation and 

stronger wage growth should support 

housing activity. We see residential 

investment contributing 0.3 percentage 

point to overall growth in 2016. 

 Inflation rebounding – the Fed’s 

favored inflation gauge remains below 

the 2% target, but strengthening activity 

and base effects should push it closer to 

2% by the end of the year. 

 Sluggish global trade – we see US 

exports picking up modestly in 2016, 

albeit they will continue to be hindered by 

the strong US$ and weak global growth. 

 Increased election uncertainty – rising 

election uncertainty will lead to increased 

business caution. 

Chair Yellen’s late-June testimony before the Senate 

Committee on Banking, Housing and Urban Affairs 

echoed the June FOMC statement: the Fed is optimistic 

about the outlook, but also uncertain and therefore 

cautious regarding policy. Yellen noted that risks to short-

term final demand and long-term growth were tilted to the 

downside. She reiterated that the economy might require 

a little extra nudge from lower interest rates to achieve 

growth and inflation targets. 

Lingering Brexit political uncertainty and still vulnerable 

markets will likely prompt the Fed to delay its next rate 

hike until September. Moreover, we now expect just one 

rate hike this year instead of two. However, we believe 

markets are greatly overestimating the length of the Fed’s 

pause by expecting the next rate hike to come in 2018. While markets have calmed 

in the past few days, overreaction in the bond market remains as the Treasury 10-

year note yield remains near mid-2012 lows. If the shock of Brexit continues to fade, 

we expect interest rates to rebound as equity prices have. 
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The US economy is forecast to grow by 2.3% in the next two years before slowing 

towards 2% in 2019. In part, this reflects a reduction in the output gap, which is 

currently estimated to be around 2% of GDP. Other fundamentals include:  

 Flexible labor force – the US will maintain 

the flexibility of its labor force, an advantage 

relative to other advanced economies. 

 Strengthening financial sector – debt 

levels for US financial corporations are the 

lowest since 2001 and bank lending to 

corporates is now expanding. 

 Competitive economy – despite a strong 

US$, the US economy remains globally 

competitive thanks to high productivity, 

moderate wage growth and the benefits of a 

stable regulatory environment, low energy 

costs and access to a large final market 

Risks to the US economy appear stable. Domestic 

fundamentals look strong but international headwinds and 

reduced oil & gas capex will constrain growth to around 2-

2.5% in the next couple of years. The Fed rate rise last 

December will be followed by gradual tightening, but adverse 

market reactions cannot be discounted. Additionally, the run-

up to the presidential elections will stir up policy uncertainty. 

Domestically, a negative confidence, wealth and credit shock 

emanating from financial markets and weighing on private 

sector spending is a central risk. A strong US$ and weak 

global growth are the key international downside risks. 

Importantly, it is not a hard landing in China that the US 

should fear, but rather a broad-based economic and financial weakness across 

emerging markets.   

GDP growth in the US is expected to hover around 2.3% per annum in 2016-18 

before slowing to 1.8% in 2025. The output gap, currently estimated to be around 

2% of GDP, is expected to close gradually in the next few years, supported by 

strong fundamentals.  
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4.2 Mexico  

We have lowered our GDP growth forecast by 0.2 

percentage point and 0.1 percentage point to 2.4% and 

2.6% for 2016 and 2017, respectively. Policy tightening – 

both monetary and fiscal – comes at a time of decelerating 

economic activity. The Treasury announced a further 

MXN31.7 billion in spending cuts (0.2% of GDP) in the wake 

of heightened financial volatility resulting from the UK’s 

‘Brexit’ vote. In addition, Banxico announced a 50 basis 

point interest rate hike on 30 June, citing a deterioration in 

the inflation outlook resulting from the peso’s depreciation.  

Meanwhile, April’s Indicator of Global Economic Activity 

(IGAE) fell 1.2% month-over-month, resulting in a mere 

0.7% expansion from the same month last year. Other coincident and leading 

indicators do not show such a sharp deceleration, but the IGAE print is a clear 

signal of a weak second quarter. 

Inflation in May remained stable and below target at 2.6% year-over-year, although 

core inflation has been slowly rising in the last six months and is now almost at 

target at 2.9% up from 2.3% in November. Banxico’s preemptive tightening should 

contribute to a continuation of a mild pass-through effect and make sure inflation 

expectations remain well anchored.  

Brexit-related political uncertainty and consequent market volatility will likely prompt 

the US Fed to delay its long-awaited rate hike until September. Moreover, we now 

expect just one US rate hike this year instead of two. South of the border, we expect 

Banxico to raise interest rates another 25 basis points following the Fed’s expected 

tightening in September. But we cannot rule-out a 50 basis point rate hike or two 25 

basis point hikes instead, especially if pressures on the peso persist. The tighter 

monetary and fiscal policy stance, as well as weaker than expected economic 

activity in April, has led us to lower our private consumption growth forecast to 3.0% 

this year from 3.5% previously.  

The peso stabilized at pre-Brexit levels after Banxico’s rate hike on 30 June. 

Nevertheless, May’s 7% depreciation appears to be ‘permanent’ and as a result we 

have revised our long-term exchange rate as the peso seems to have found a new 

weaker equilibrium. We now see the peso averaging 19.6 Mexican pesos per US 

dollar in 2019 from 18.7 pesos previously. 
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4.3 Canada 

Real GDP growth was strong in Q1 advancing 2.4% 

annualized. Net exports and consumer spending led the 

charge while final domestic demand grew 1.3% – the 

strongest since Q4 2014. Net exports were the largest 

contributor to the Q1 advance, adding about 1.7 

percentage points to real GDP growth. Looking ahead, 

firmer US demand and a still-weak Canadian dollar 

should underpin non-fuel export growth while fairly 

sluggish domestic demand curbs imports.     

Consumer spending grew 2.3% in Q1, contributing 1.3 

percentage points to growth. Ongoing employment gains, 

subdued inflation, and low interest rates should support 

consumer spending growth at a moderate pace. 

However, sluggish wage growth and a generally downbeat macroeconomic 

backdrop means there is a risk that consumer spending disappoints.  

Real GDP advanced at an upbeat pace in Q1 but is unlikely to retain such 

momentum in coming quarters. Growth in Q2 will be at best flat, largely due to the 

impact of the Alberta wildfires. However, growth should stabilize at around a 2% 

pace in H2. A reduced drag from business investment, stronger US demand, a weak 

currency, subdued inflation, and monetary and fiscal stimulus will support activity.   

The Bank of Canada continues to hold the overnight rate steady at 0.5%. The 

central bank believes economic activity will gradually strengthen in the second half 

of the year, driven in part by the resumption of Alberta oil sands production and 

rebuilding activity in the wake of the wildfires. We forecast the next policy move by 

the Bank of Canada to be an interest rate hike in early 2017. The Bank of Canada 

will wait for evidence that the economy is on a surer footing before tightening policy. 

In our view, it would take a substantial negative shock for the Bank of Canada to 

ease monetary policy from the current stance.  

Home price inflation, particularly in the Toronto and Vancouver areas, and the high 

household debt burden are the top risks for the economic outlook.  Indeed, the Bank 

of Canada’s latest Financial System Review and comments from policy makers and 

banking executives indicate growing unease about high home prices and 

overextended households. 
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4.4 Japan 

The quarterly Tankan survey published on July 1 pointed 

to a fairly stable picture with many of the main confidence 

indicators holding up. But over 90% of the responses to 

the survey were prior to the result of the UK referendum 

on EU membership on June 24 and there will have been 

a dip in confidence since then. For example, a snap poll 

in the immediate aftermath of the Brexit result showed 

almost half of Japanese businesses expecting a 

deterioration in business conditions. An element of this is 

the strength of the yen – large manufacturers were 

expecting an average ¥111.4 to the US$ in fiscal 2016, 

nearly 9% lower than the current level.     

The recent further rise in the yen, combined with post-

Brexit downward revisions to European growth, means we have trimmed our Japan 

GDP forecasts to 0.1% for this year (from 0.2% previously) and 0.3% in 2017 (from 

0.5%). The outlook for exports and investment has weakened as the Japanese yen 

has risen, putting downward pressure on profits. 

Headline CPI inflation fell to a three-year low of -0.4% in May while core inflation 

(excluding fresh food and energy) fell for the second month in a row to 0.8%. CPI 

inflation is likely to be negative for the year as a whole (-0.2%) despite the recent 

revival in oil prices. 

It is increasingly likely that the Bank of Japan will ease policy further at its 29 July 

meeting – falling core inflation, a strong yen and a sluggish economy all suggest 

further action. For some time we have expected the Bank of Japan to increase its 

annual asset purchases by ¥20tn to ¥100tn in July this year. Extra buying is likely to 

be concentrated on corporate bonds or ETFs (rather than Japanese Government 

Bonds where the Bank of Japan now owns one-third of the outstanding stock). We 

still expect further interest rate cuts on marginal reserves, to a low of -0.3% from -

0.1% at present.  A significant fiscal stimulus package is also likely later this year, 

although disappointing tax revenues mean that it would have to be financed by extra 

government bond issuance. 
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4.5 United Kingdom 

On June 23 the UK voted by a margin of 52% to 48% in 

favor of leaving the European Union. Having advocated 

remaining in the EU, David Cameron has since stepped 

down as Prime Minister. Teresa May of the Conservative 

party has since assumed the Prime Minister’s office. She 

is slated to lead negotiations between the UK and the EU 

during the exit process. 

The timing of the UK’s exit and its future trading 

relationship with the EU is very uncertain. Given that 

immigration was central to the ‘Leave’ campaign, it is 

unlikely that a post-Brexit UK government would be 

willing to continue with the free movement of labor from 

EU countries. However, the trade-off is likely to be that 

the UK loses unfettered access to the single market. In terms of the timing of the 

UK’s exit, the remaining EU members have suggested that they will not begin 

negotiating until the UK has triggered article 50 of the Lisbon Treaty. For the 

purposes of the forecast we assume that this occurs at the end of this year and the 

UK leaves the EU at the end of 2018. 

The initial market reaction to the referendum result was severe; equities plunged 

sharply, while at one point on June 24 sterling was down 15% against the dollar 

compared with its level of the previous night. The situation has stabilized to some 

extent since then, but sterling ended Q2 down 7% on its end-Q1 level against the 

dollar and 4% lower against the euro. And we expect it to slip further during Q3 

given the degree of uncertainty surrounding the outlook. 

Corporate confidence is likely to be negatively affected by the heightened 

uncertainty. The weaker pound will drive up inflation and squeeze household 

spending power, although there should be some offset from stronger exports. Mark 

Carney has suggested that the Monetary Policy Committee is likely to loosen 

monetary policy, with our forecast assuming that Bank Rate is cut to zero in August. 

The Chancellor has accepted that he will not achieve a budget surplus by 2019-20, 

opening up the possibility of looser fiscal policy. Our GDP forecast for this year is 

unchanged at 1.8% but in 2017 we expect 1.1% (from 2.3%).   
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4.6 Germany 

Germany is in a stronger position than most Eurozone 

economies to weather Brexit-related uncertainty. But even 

so, we have lowered our GDP growth forecasts for the 

next few years. Recent data have confirmed that the 

economy is on track to slow sharply in Q2 2016. Indeed, 

May’s weak industrial production data suggest that a fall 

in GDP cannot be ruled out. And the Brexit vote casts 

doubt on our previous view of a bounce back in the 

second half of the year. 

In many senses, Germany is better-placed than others to 

withstand the Brexit shock. The DAX has fallen by much 

less than southern Eurozone equity markets, while the 

further fall in government bond yields in response may 

help to push borrowing costs even lower. Meanwhile, the vote is less likely to trigger 

domestic political turmoil elsewhere. 

Admittedly, compared with other large Eurozone economies, Germany does send a 

larger share of its goods exports to the UK. But at around 8%, the proportion is only 

a little above the Eurozone average (of 7.5%). And the UK slowdown will not be 

sharp enough to prevent Germany’s trade-weighted global import demand growth 

from accelerating next year. 

In addition, Germany’s strong domestic fundamentals mean that it should be 

resilient. Households have low levels of debt and real income prospects remain 

favorable despite the expected pick-up in inflation over the coming months. 

Meanwhile, the government has more scope than elsewhere in Europe to loosen 

fiscal policy should the need arise. 

The upshot is that while we have lowered our export and investment growth 

forecasts slightly in response to the UK’s decision to leave the EU, we continue to 

expect healthy German growth. We expect GDP to grow 1.4% this year and about 

1.5% in 2017-19. While this is weaker than a month ago, it is still a solid pace of 

expansion by German standards. 
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4.7 Switzerland 

GDP grew by only 0.1% in Q1 2016, marginally lower 

than we had forecast (0.2%). But there have also been 

some encouraging signs on the underlying health of the 

economy. In Q1 export volumes of goods (excluding 

merchanting) rose for the third quarter in a row, while 

surveys on the state of Swiss industry continued to 

improve in May. Indeed, the PMI advanced to 55.8, its 

strongest level since early 2014, while the reasonably 

reassuring economic outlook for its key trading partners 

in the Eurozone should support Swiss export growth in 

the coming months. However, the external background 

could rapidly deteriorate in the event of a messy ‘Brexit’. 

Despite the improved export outlook, we still expect 

business investment to remain subdued throughout 2016 and 2017. The strong 

Franc will prompt many companies to cut domestic spending or outsource 

investment to their overseas operations. We expect the Franc to remain close to 

1.10 CHF per euro in 2016 and only start depreciating noticeably after the European 

Central Bank ends its quantitative easing program in early 2017. Another serious 

obstacle to investment is the ongoing uncertainty regarding the negotiations with the 

EU on the various bilateral agreements. 

Although much of Swiss export industry seems to have regained some strength 

after last year’s Franc shock, some important service sectors – such as finance and 

tourism – continued to weaken in Q1, while their prospects remain modest. And the 

ongoing decline in retail sales suggests that the 0.7% growth in private consumption 

in Q1 was not broad-based, indeed it relied heavily on spending on healthcare, 

housing and energy. 

Overall, we have kept our GDP growth forecast for 2016 unchanged at 1.0%. But in 

line with the recent improvements seen in the industrial sector we now expect a 

stronger recovery path during the rest of the year after the weak GDP result in Q1. 

However, any upgrade is constrained by the ongoing obstacles facing new 

investments and important service sectors. As a result, we have only increased our 

2017 growth projection slightly to 1.7% from 1.6% last month. 
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4.8 Eurozone 

While the UK’s Brexit referendum is likely to have 

profound political implications, we think that the 

predictions of some that it will have a major economic 

effect on the Eurozone are exaggerated. 

Despite the substantial initial negative response from 

European markets to the news, the equity market 

reaction has been no worse than that seen during the 

early 2016 China-related sell off. And while peripheral 

government bond spreads initially widened, they have 

subsequently narrowed and yields remain low. For now at 

least, it seems unlikely that Brexit will trigger a major 

economic shock via the financial channel. 

If Brexit turns out to be predominantly a trade shock, which does not morph into a 

rather more malign financial market sell-off, the implications for the Eurozone are 

unlikely to be especially large. Despite our UK GDP growth downgrade, we still 

expect trade-weighted global demand growth to strengthen next year, consistent 

with a pick-up in export growth. 

It should also be noted that the domestic economy has shown itself to be 

remarkably resilient to external shocks over the past couple of years. While 

sentiment measures did ease in the aftermath of the mid-2015 and early-2016 

China-related financial market sell- offs, the declines were not especially marked. 

Domestic demand has grown rapidly since mid-2016 and the recovery is becoming 

less reliant on household spending as the key driver of growth. 

While we have downgraded our GDP growth forecasts, reflecting lower export, 

investment and household spending. The revisions are in the grand scheme of 

things small. We now see GDP growth slowing from 1.7% this year to 1.5% in 2017, 

2018 and 2019. The forecasts for next year and 2018 are 0.2 percentage point 

lower than before while 2019 is down 0.1 percentage point from a month ago. But 

next year’s GDP forecast is well above the post Brexit consensus of 1.0% growth. 
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5 Will the EU survive Brexit?  

The UK’s decision to leave the EU has raised 

fundamental questions about the sustainability of the 

European project. In an environment where the EU is 

increasingly unpopular, the fear is that exit contagion will 

spread and that that other countries will demand their 

own referenda on EU membership. These concerns are 

most acute in Italy, where the government may be on 

course to lose October’s constitutional referendum in the 

face of the same populist backlash that fueled Brexit in 

the UK. 

Whatever one thinks of Brexit, the fact remains that the 

popularity of European integration has been steadily 

waning for many years and in this respect Brexit is 

merely a symptom of a wider crisis in confidence in the 

EU. Many of the concerns that animated Britain’s leave 

voters are shared by others across the continent, fueled 

by a genuine sense of frustration with the post-financial 

crisis economic performance. It is not just that real 

incomes have stagnated since 2008 and youth 

unemployment remains stubbornly high. Austerity too has 

seen a material reduction in the level of social security 

that has exacerbated the effects of a marked increase 

inequality. In this environment, globalization and 

increased integration are perceived as causes of the 

problem leading to the rise of nationalist populism which 

at heart is a demand from the disenfranchised for 

increased protectionism. Brexit is a signal that the political support for integration is 

steadily being eroded. 

Gauging the economic effects of these uncertainties is challenging. Our model-

based analysis suggests that the trade effects of Brexit are largely expected to net 

out. So any slowdown in European growth this year is likely to be largely the result 

of the marked increase in uncertainty surrounding the future of the bloc. 

The European response to Brexit is split three ways between those who want to 

take back powers from Brussels, those who would like to see fiscal expansion to 

address the region’s weak growth, and those in the East who favor closer 

cooperation in the arena of defense. European leaders will meet in September to 

thrash out a new agenda that they hope will deliver “prosperity and security.” 

While this threatens more of the usual European policy gridlock, we think that the 

situation may be materially different after the French presidential election next May. 
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Potentially this could see a new center-right 

alignment, with France and Germany forging 

agreement on a new EU reform agenda. Freed of 

perennial foot-dragging from the UK, Europe may 

now have an opportunity to drive reform forward. 

After the initial shock, our overall assessment is 

that the impact of Brexit will only have a relatively 

modest impact on European growth. This reflects 

our view that the Brexit negotiations and the 

uncertainty that they generate will be spread out 

over several years but also that domestic 

demand will prove resilient to an external 

slowdown.  

While there is no shortage of risks that one can 

point to that may be exacerbated by Brexit, few 

seem to be as acute as in Britain. Even in those Eurozone countries where post-

financial crisis performance has been worse, the harsh reality is that leaving the 

single currency will be very difficult to achieve without inflicting major damage on the 

departing country’s economy. 

Moreover, insofar as the EU exists in order to coordinate collective answers to 

international problems, it is not obvious what the alternative would be. The EU’s 

post-Brexit focus is therefore likely to be directed towards strengthening the region’s 

collective defense capability and seeking to put in place a common asylum and 

immigration policy. 

Moves toward a fully-fledged fiscal union still look like a distant dream. Instead, 

closer economic cooperation is likely to focus on completing the single market in 

specific sectors, supported by renewed efforts to foster those sectors deemed 

strategic. 

While this is a global phenomenon that reflects of the advent of the emerging market 

economies into the global trading system, in Europe these pressures have 

undoubtedly been exacerbated by the euro. This has stopped countries reaching for 

the short-term expedient of depreciating their currencies to boost growth, while at 

the same time fiscal policy has become constrained by high debt levels. Countries 

that have lost competitiveness or seen their debt levels rise to potentially 

unsustainable levels have had to resort to the excruciatingly slow and painful 

process of internal devaluation. There is no doubt that the EU is directly blamed for 

the inability to run expansionary fiscal policies with Germany’s insistence on fiscal 

rectitude central to many people’s complaint of what has gone wrong with Europe. 

But outside the euro, the populists’ policies of depreciation and fiscal relaxation 

would for many countries see a return to pre-EMU levels of interest rates and 

inflation. The idea that this is a recipe for stronger growth is simply a mirage; given 
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their high levels of debt, many European countries could quickly see their market 

access threatened, potentially forcing an even more significant fiscal consolidation. 

It may be this is the fate that awaits a post Brexit Britain. Inflation in this context 

ends up being merely the means to bring about a transfer of wealth from creditors to 

debtors. What the populists in Italy and France have failed to tell their supporters is 

that leaving the single currency would be close to impossible without inflicting 

severe economic damage on their economies and bankrupting their banking 

sectors. The fact that European bank shares have borne the brunt of the post-vote 

fallout reflects the market’s concerns that Europe’s integrated banking sector will be 

in the front line of any EU break-up. 
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6 San Diego Forecast Tables 

2014 2015 2016 2017 2018 2019 2020

Visits 33.8 34.3 34.7 35.4 35.9 36.4 37.0

   Total Overnight 16.9 17.2 17.4 17.8 18.2 18.4 18.7

      Hotel / Motel 9.4 9.6 9.8 10.0 10.2 10.3 10.4

      Household 6.7 6.7 6.7 6.8 7.0 7.1 7.2

      Other 0.9 0.9 1.0 1.0 1.0 1.1 1.1

   Day Visitors 16.9 17.1 17.3 17.6 17.8 18.0 18.3

      Day (excl Mexican) 12.6 12.7 12.8 13.0 13.2 13.3 13.5

      Mexican Day Visitors 4.2 4.4 4.5 4.6 4.6 4.7 4.8

2014 2015 2016 2017 2018 2019 2020

Visits 2.1% 1.4% 1.4% 1.8% 1.7% 1.4% 1.5%

   Total Overnight 2.9% 1.8% 1.4% 1.9% 2.1% 1.5% 1.6%

      Hotel / Motel 4.9% 2.5% 1.7% 2.3% 2.0% 1.3% 1.3%

      Household 0.2% 0.3% 0.7% 1.3% 2.2% 1.7% 1.8%

      Other 2.6% 6.3% 3.0% 2.5% 3.0% 3.2% 3.2%

   Day Visitors 1.2% 1.0% 1.3% 1.7% 1.2% 1.3% 1.3%

      Day (excl Mexican) 0.2% 0.2% 1.0% 1.8% 1.1% 1.1% 1.2%

      Mexican Day Visitors 4.5% 3.6% 2.3% 1.3% 1.8% 1.6% 1.6%

San Diego Visitor Forecast
(millions)

(year-to-year % growth)

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Visits 7.3 8.6 10.9 7.9 7.3 8.8 11.1 8.1 7.5 9.0 11.3 8.2

   Total Overnight 3.8 4.3 5.1 4.2 3.9 4.4 5.2 4.3 4.0 4.5 5.3 4.4

      Hotel / Motel 2.2 2.6 2.7 2.2 2.3 2.7 2.8 2.2 2.3 2.8 2.8 2.2

      Household 1.4 1.4 2.1 1.8 1.4 1.5 2.1 1.9 1.4 1.5 2.2 1.9

      Other 0.2 0.2 0.3 0.2 0.2 0.2 0.3 0.2 0.2 0.3 0.3 0.2

   Day Visitors 3.4 4.3 5.8 3.7 3.5 4.4 5.9 3.8 3.5 4.5 6.0 3.8

      Day (excl Mexican) 2.4 3.2 4.7 2.5 2.4 3.3 4.8 2.6 2.4 3.3 4.8 2.6

      Mexican Day Visitors 1.1 1.1 1.1 1.2 1.1 1.1 1.1 1.2 1.1 1.1 1.2 1.2

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Visits 3.0% -2.4% 3.0% 1.9% 1.0% 2.3% 2.1% 1.7% 1.7% 1.9% 1.7% 1.3%

   Total Overnight 1.9% -0.7% 2.8% 1.5% 1.5% 2.2% 1.9% 2.1% 2.1% 2.2% 2.2% 2.0%

      Hotel / Motel 1.2% 0.7% 2.9% 2.0% 2.6% 2.1% 2.2% 2.1% 2.2% 2.0% 2.0% 1.8%

      Household 2.4% -3.6% 2.5% 0.9% -0.3% 2.1% 1.4% 1.9% 1.7% 2.5% 2.3% 2.1%

      Other 6.2% 1.3% 3.9% 0.9% 1.1% 2.8% 3.1% 2.7% 3.4% 2.9% 3.0% 2.9%

   Day Visitors 4.3% -3.9% 3.1% 2.3% 0.6% 2.4% 2.2% 1.2% 1.2% 1.7% 1.4% 0.6%

      Day (excl Mexican) 3.8% -5.3% 3.3% 2.9% 0.7% 2.5% 2.2% 1.3% 1.1% 1.6% 1.1% 0.2%

      Mexican Day Visitors 5.5% 0.3% 2.6% 1.0% 0.3% 2.0% 2.1% 1.0% 1.4% 2.0% 2.4% 1.3%

San Diego Visitor Forecast
(millions)

(year-to-year % growth)

20182017

2017

2016

2016 2018
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2014 2015 2016 2017 2018 2019 2020

Expenditure 9,209 9,921 10,381 10,925 11,431 11,887 12,371

   Total Overnight 8,259 8,952 9,383 9,878 10,340 10,751 11,188

      Hotel / Motel 6,159 6,723 7,085 7,495 7,841 8,140 8,462

      Household 1,320 1,370 1,397 1,442 1,509 1,570 1,633

      Other 780 859 901 941 989 1,040 1,093

   Day Visitors 950 969 999 1,047 1,091 1,137 1,183

      Day (excl Mexican) 696 712 737 778 813 851 889

      Mexican Day Visitors 254 257 261 269 278 286 294

2014 2015 2016 2017 2018 2019 2020

Expenditure 9.7% 7.7% 4.6% 5.2% 4.6% 4.0% 4.1%

   Total Overnight 10.4% 8.4% 4.8% 5.3% 4.7% 4.0% 4.1%

      Hotel / Motel 12.1% 9.2% 5.4% 5.8% 4.6% 3.8% 4.0%

      Household 5.7% 3.8% 2.0% 3.2% 4.7% 4.0% 4.0%

      Other 6.0% 10.1% 4.9% 4.5% 5.1% 5.2% 5.1%

   Day Visitors 4.0% 2.0% 3.0% 4.8% 4.2% 4.2% 4.1%

      Day (excl Mexican) 2.7% 2.4% 3.5% 5.5% 4.6% 4.6% 4.5%

      Mexican Day Visitors 7.6% 1.1% 1.7% 3.0% 3.2% 3.0% 3.0%

San Diego Visitor Expediture Forecast
($ million)

(year-to-year % growth)

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Expenditure 2,279 2,680 3,072 2,350 2,406 2,838 3,215 2,465 2,523 2,972 3,365 2,571

   Total Overnight 2,097 2,428 2,729 2,129 2,218 2,570 2,855 2,235 2,327 2,691 2,989 2,333

      Hotel / Motel 1,611 1,866 2,027 1,582 1,720 1,989 2,125 1,661 1,804 2,079 2,222 1,736

      Household 272 313 450 362 276 323 467 376 289 339 490 391

      Other 214 249 252 185 221 258 263 198 233 273 277 207

   Day Visitors 181 252 343 221 189 268 360 230 197 281 376 237

      Day (excl Mexican) 122 192 278 144 128 205 293 151 135 216 306 156

      Mexican Day Visitors 59 60 65 77 60 63 67 79 62 65 70 81

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Expenditure 5.2% 1.5% 5.9% 6.2% 5.6% 5.9% 4.7% 4.9% 4.9% 4.7% 4.6% 4.3%

   Total Overnight 5.3% 2.1% 5.9% 6.1% 5.7% 5.9% 4.6% 5.0% 4.9% 4.7% 4.7% 4.4%

      Hotel / Motel 5.5% 2.5% 6.5% 7.3% 6.8% 6.6% 4.9% 5.0% 4.9% 4.5% 4.6% 4.5%

      Household 3.2% -2.2% 3.6% 2.7% 1.5% 3.2% 3.7% 3.9% 4.7% 5.1% 5.1% 3.9%

      Other 6.2% 5.0% 4.9% 3.0% 3.3% 3.9% 4.3% 6.8% 5.3% 5.5% 5.0% 4.3%

   Day Visitors 3.9% -3.7% 5.7% 6.6% 4.0% 6.2% 4.9% 3.9% 4.2% 4.9% 4.3% 3.2%

      Day (excl Mexican) 5.6% -4.3% 6.0% 8.4% 4.8% 6.9% 5.2% 4.8% 4.9% 5.3% 4.5% 3.4%

      Mexican Day Visitors 0.3% -1.8% 4.5% 3.3% 2.1% 3.7% 3.6% 2.4% 2.8% 3.4% 3.8% 2.7%

20182016

20172016 2018

San Diego Visitor Expediture Forecast
($ million)

(year-to-year % growth)
2017
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2014 2015 2016 2017 2018 2019 2020

Rooms (mn roomnights)

Room Supply 21.8 22.1 22.5 22.8 23.1 23.4 23.7

Room Demand 16.3 16.8 17.1 17.7 18.0 18.2 18.4

Occupancy (% balance) 74.6% 76.4% 76.3% 77.3% 77.9% 77.6% 77.8%

ADR $141.38 $150.03 $154.77 $159.16 $165.44 $171.05 $177.65

RevPAR $105.48 $114.58 $118.09 $123.10 $128.83 $132.74 $138.17

2014 2015 2016 2017 2018 2019 2020

Room Supply 2.1% 1.0% 1.8% 1.6% 1.1% 1.5% 1.1%

Room Demand 6.4% 3.4% 1.7% 3.0% 1.8% 1.1% 1.3%

Occupancy 4.2% 2.4% -0.1% 1.4% 0.7% -0.3% 0.2%

ADR 4.8% 6.1% 3.2% 2.8% 3.9% 3.4% 3.9%

RevPAR 9.2% 8.6% 3.1% 4.2% 4.6% 3.0% 4.1%

(year-to-year % growth)

San Diego Hotel Sector Forecasts

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Rooms (mn roomnights)

   Room Supply 5.5 5.6 5.7 5.7 5.6 5.7 5.8 5.7 5.7 5.7 5.8 5.8

   Room Demand 4.1 4.4 4.7 4.0 4.2 4.6 4.8 4.1 4.3 4.7 4.9 4.1

Occupancy (% balance) 74.5% 79.2% 82.0% 69.6% 74.4% 81.6% 82.6% 70.7% 75.3% 82.2% 83.1% 70.9%

ADR ($) $144.04 $155.56 $173.59 $142.81 $148.58 $160.63 $177.90 $146.40 $154.31 $167.18 $185.09 $151.81

RevPAR ($) $107.28 $123.15 $142.39 $99.35 $110.55 $131.06 $146.95 $103.53 $116.26 $137.41 $153.77 $107.56

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Room Supply 1.4% 1.3% 2.1% 2.5% 2.4% 2.0% 1.6% 0.5% 0.7% 1.0% 1.3% 1.6%

Room Demand 0.7% 0.6% 2.8% 2.9% 2.3% 5.1% 2.3% 2.2% 1.9% 1.7% 1.9% 1.7%

Occupancy (% balance) -0.7% -0.7% 0.7% 0.4% -0.1% 3.1% 0.7% 1.7% 1.3% 0.7% 0.6% 0.2%

ADR 2.3% 2.3% 3.7% 4.2% 3.1% 3.3% 2.5% 2.5% 3.9% 4.1% 4.0% 3.7%

RevPAR 1.6% 1.5% 4.5% 4.6% 3.0% 6.4% 3.2% 4.2% 5.2% 4.8% 4.6% 3.9%

2018

2018

2017

20172016

2016

San Diego Hotel Sector Forecasts

(year-to-year % growth)



San Diego Travel Forecast 
August 2016 

 
 
 

26 

7 Forecast Methodology Overview 

Forecasts reported in this document represent the baseline outlook with a business 

as usual marketing effort. This does not take any specific marketing programs 

directed at key markets into account.  

The forecasts are primarily based upon expected economic developments in key 

origin markets as well as anticipated costs. Previous tourism trends relative to 

economic demand and travel conditions have been tracked and relationships have 

been quantified. Estimated relationships are applied to the economic and broader 

tourism forecasts.  

Forecasts do account for the impact of important events which would influence visits 

and/or spend, such as air service restrictions and special events in San Diego such 

as hosting the Superbowl or US Open.  

Summary of Main Model Relationships  

 Overnight Visitors. Trends in overnight visits have been identified 
and are forecast separately for stays in hotels and in private 
households. Forecasts account for different trends according to 
purpose of visit (business and leisure) as well as by origin market. 
Economic developments in key origin markets at the city, state, 
national and international level are included. 

 Day Visitors. Travel patterns from nearby drive markets tend to 
differ from those from longer-haul markets. For day visitors the 
impact of economic developments in key origin markets and tourism 
costs (such as hotel room rates) differs from the impact on 
overnight visits. Mexican visitors represent a significant proportion 
of day visitors to San Diego and trends have been separately 
identified. For non-Mexican day visitors, business and leisure trends 
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have again been separately identified taking developments in origin 
markets into account.  

 Visitor Days. Visitor days spent in San Diego are calculated from 
the number of overnight visits multiplied by average length of stay, 
plus day visits. Differences in the average length of visit according 
to origin markets are taken into consideration as well as any impact 
of economic developments.  

 Visitor Spending. Average spending per day is calculated for 
different market segments and applied to visitor days. This takes 
tourism-related price inflation in both San Diego into account (such 
as hotel room rates), as well as spending patterns according to 
origin market and the impact of more general tourism costs (such as 
airfares and fuel costs). 

 Hotel Rooms sold. Hotel room demand largely follows the trend in 
overnight visitor days. The impact of local demand on rooms is also 
accounted for as locals tend to use more rooms in economic 
downturns as a replacement for longer-haul travel. 

 Hotel Rooms supply. Supply is calculated as the current stock of 
hotel rooms plus planned and current hotel construction. 
Probabilities are applied to the current timetable of projects 
underway to determine when new capacity will be available. It is 
assumed that almost all hotels under construction are completed, 
while a smaller proportion of those in the planning stage are 
completed according to plan. 

 Hotel Occupancy. Occupancy is simply determined as the ratio of 
room demand to supply in terms of room nights.  

 Hotel Average Daily Rate (ADR). The cycle in daily rates follows 
occupancy closely, with a slight lag. Over time, more general price 
inflation also needs to be taken into consideration and price 
developments in San Diego as well as in origin markets are 
important factors. 
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8 San Diego Convention Center Attendance Forecast 
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9   San Diego Hotel Project Pipeline 
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