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ACRONYMS
TRA

Tourism Research Australia

NVS

National Visitor Survey

IVS

International Visitor Survey

ADR

Average Daily Rate

Rev PAR

Revenue Per Available Room

GLOSSARY OF TERMS
Commercial Accommodation
Overnight Visitors

A visitor who has stayed in commercial accommodation for an
overnight visit.

Commercial Accommodation

Commercial accommodation in this report refers to accommodation
that is commercially operated, aligning to the accommodation types
as defined by TRA.
Accommodation types includes hotels, resorts, motels, serviced
apartments, guest house, bed and breakfast, rented
house/apartment/unit, caravan park or commercial camp ground,
backpacker/hostel and other commercial accommodation.
Commercial accommodation does not include private houses listed
through Airbnb.

Domestic Overnight Visitor

TRA define domestic overnight trips (visitors) as trips involving a
stay away from home for at least one night, at a place at least 40
kilometres from home. Only those trips where the respondent is away
from home for less than 12 months are in scope.

Domestic Daytrip Visitor

TRA define domestic day trips (visitors) as those that must have a
round trip distance of at least 50 kilometres from the respondent’s
usual place of residence and a minimum duration of four hours.

International Visitor

TRA define international visitors as short-term travellers aged 15
years and over who have been visiting Australia for a period of less
than 12 months.

Room Nights

Total number of rooms multiplied by the number of nights in those
rooms.

Visitor Nights

The number of nights spent away from home in association with
individual visits.

ADDENDUM
Potential Impacts of COVID-19 and how the Development of 33-37 Fitzroy Street can
Assist in Mitigating These Challenges
Prepared by Urban Enterprise for Construction Assignments on behalf of Erdigroup
Date: 23 July 2020
Author: Todd Ainsaar (Director, Urban Enterprise)
Reviewer: Matt Ainsaar (Managing Director, Urban Enterprise)

INTRODUCTION
This addendum accompanies the Economic Assessment completed by Urban Enterprise in March 2019 for the
development of 33-37 Fitzroy Street, St Kilda.
This addendum has been prepared in light of the recent impacts of the COVID-19 pandemic on the hospitality
sector and more broadly the Victorian economy.
The purpose of the addendum is to highlight potential impacts of the COVID-19 pandemic and identify the
mitigating benefits as they relate to development of 33-37 Fitzroy Street, St Kilda by Erdigroup.
IMPACTS OF COVID-19 AND MITIGATING BENEFITS
Impact 1: Decline in development projects and construction jobs
The COVID-19 pandemic has created adverse economic conditions and impacted new investment. This is expected
to result in a reduction in investment in building projects within the accommodation/hospitality, and the residential,
retail and commercial sectors. The construction sector is expected to be one of the hardest hit, being reliant on
growth and a pipeline of projects to support employment.
In February 2020, Master Builders of Victoria estimated approximately $12.3 billion in commercial building projects
for the 2020-21 financial year. Since COVID-19, the forecast has been downgraded by $2 billion, equating to a 16.2%
downgrade for the financial year. This is expected to continue through 2021-22 (-9.3% downgrade) and beyond
(see Table 1-Appenix A). It is important to note that the forecasts prepared by the Master Builders of Victoria were
prepared prior to the second lockdown that is currently in effect across metropolitan Melbourne and Mitchell Shire.
It is reasonable to assume that this may potentially result in a further reduction in commercial building projects.
A number of major development projects are being paused or delayed indefinitely. Many accommodation projects
either proposed or in planning may not eventuate at prior expectations as development feasibility hurdles are more
difficult to reach and finance cannot be secured. As major projects fall over or are delayed, the competition for
construction contracts will increase as many firms compete for a declining number of contracts.
The implications of this include declining construction jobs as well as in relevant professional services (architects,
engineers, planners etc) and across the construction supply chain. The impact of this is likely to be most significant
once current projects are completed and before market and investment conditions substantially improve to preCOVID-19 levels.
In order to mitigate these impacts, investment is required in projects across these sectors.
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Mitigating Benefit 1: Provision of construction jobs during an anticipated downturn
The development of 33-37 Fitzroy Street, St Kilda is in a unique position to assist in driving economic recovery
through the most significant period of negative impact to the Victorian economy and construction sector created
by the pandemic.
Construction of the project is estimated to result in the creation of 176 jobs in the Victorian economy, including 46
direct jobs and 130 indirect jobs. The majority of these jobs are expected to be within the Construction sector as
well as in relevant supply chain sectors including manufacturing and professional services.
The funding strategy for the development of the project is anticipated to include equity and debt under an existing
bank facility, with no secondary financiers. This means there is opportunity for the construction of the project and
corresponding employment benefits to coincide with the general anticipated downturn across the construction
sector and broader economy.
Impact 2: Impact to the retail and hospitality sector
The Accommodation and Food Services Sector and Retail Trade (in particular bricks and mortar retail) are among
the hardest hit sectors across the economy.
A recent National survey conducted by the ABS, showed that 96% of businesses in the Accommodation and Food
Services sector and 88% of businesses in the Retail Trade sector were operating under modified conditions (see
Figure 1, Appendix A).
Alarmingly, 56% of businesses in the Accommodation and Food Services sector estimate their operations could be
supported for 6 months or less based on available cash on hand. For Retail Trade, this figure was 60% (see Figure
2, Appendix A).
The Grattan Institute also estimate that 60% of jobs in the Accommodation and Food Services Sector and 33% of
jobs in Retail Trade have potentially been lost (see Figure 3, Appendix A).
The pandemic has the potential to create lasting impacts to these sectors, including business closures, job losses,
vacant shops and properties.
Mitigating Benefit 2: Creating Jobs in Hospitality
The proposal for development of 33-37 Fitzroy Street, St Kilda includes investment into new hospitality ventures
including a restaurant, café and outdoor terrace. These facilities will create jobs in the hospitality sector at a time
when there is potential for high levels of unemployment generally across the Accommodation and Food Services
sector.
Development of the site is estimated to result in the creation of 106 jobs, both directly and outdoor terrace as well
as additional jobs through increased tourist visitor expenditure in the local area in retail and other hospitality
businesses.
These benefits are expected to extend to neighbouring businesses and across the Fitzroy Street Activity Centre
(as discussed under mitigating benefit 3).
Impact 3: Negative Impacts to the Vibrancy and Viability of Local Activity Centres
Activity centres will be significantly impacted by the pandemic. In particular, Activity Centres that are reliant on a
high proportion of visitor expenditure to drive viability will be most significantly impacted in the short to medium
term.
Analysis of Tourism Research Australia (TRA) data showed that St Kilda attracted 1.7 million visitor nights on
average per annum between 2014 and 2018, of which 69% were staying in commercial accommodation. Further,
international visitors make up 75% of these commercial visitor nights. Tourist visitation and expenditure is therefore
of vital importance to the local economy, supporting local hospitality and retail business.
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The closure of international borders for the foreseeable future, coupled with the significant limitations on both
domestic intrastate and interstate travel will considerably impact on the viably of Activity Centres which are reliant
on tourist trade. This includes the Fitzroy/Acland Street centre.
Mitigating Benefit 3: Supporting Fitzroy/Acland Street Activity Centre
The proposal will provide new investment into the Fitzroy/Acland Street Activity Centre, which will assist in
revitalising the Fitzroy Street retail strip both through the construction and operational phase.
The construction of the project will bring new workers to the area, who will patronise and spend money in local
businesses including cafes, takeaway shops and retailers.
As the project progresses to the operational stage, it is expected that the restrictions on both domestic and
international travel will have reduced if not ceased all together. The opening of international and domestic travel
coupled with the creation of a new, high quality accommodation offering in the heart of St Kilda will attract new
visitors and expenditure to the area.
Further, new investment and improvements to the streetscape will create greater activation and assist in acting as
a catalyst for further private sector reinvestment as the economic recovery continues over a number of years.
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ADDENDUM APPENDIX A: DATA TABLES AND FIGURES
T1. COMPARISON OF MASTER BUILDERS FORECASTS FOR COMMERCIAL BUILDING FOR VICTORIA:
BEFORE & AFTER COVID-19 ($ MILLION)
Pre COVID-19 Forecast (Feb
2020) ($M)

Updated Master Builders
Forecasts (April 2020) ($M)

Forecast
Downgrade ($#)

Forecast
Downgrade (%)

2019/20

$13,559

$12,781

($778)

-5.7%

2020/21

$12,311

$10,311

($2,000)

-16.2%

2021/22

$11,328

$10,274

($1,054)

-9.3%

2022/23

$10,822

$10,663

($159)

-1.5%

2023/24

$11,149

$11,028

($121)

-1.1%

2024/25

$11,876

$11,516

($360)

-3.0%

Source: Master Builders Victoria, April 2020

F1. OPERATING STATUS OF TRADING AUSTRALIAN BUSINESSES, BY INDUSTRY - RETAIL TRADE AND
ACCOMMODATION AND FOOD SERVICES (AUSTRALIA, JUNE 2020) (%)
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F3. THE GRATTAN INDUSTRY, JOB LOSS ESTIMATES BY INDUSTRY SECTOR (TOP 15) (APRIL, 2020)
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EXECUTIVE SUMMARY
Erdigroup engaged Urban Enterprise to prepare an economic assessment for the proposed development of 33-37
Fitzroy Street, St Kilda.
Erdigroup is an organisation that develop and operate hotels and hospitality businesses. Erdigroup is governed by
a board, which also governs the Erdi Foundation. Erdigroup exists as a company to feed its profits into the Erdi
Foundation. The Erdi Foundation supports lesser known charities, Jewish and secular charities as well as charities
in Israel. The Erdi Foundation estimate that they gift between $3 - $4 million annually to charities.
Erdigroup are proposing to redevelop the existing Rydges Hotel (at 35—37 Fitzroy Street) and the adjoining site
(33 Fitzroy Street) for a new 5-star hotel, consisting of a total of 131 rooms, ground floor restaurant and café and
outdoor terrace.
This economic assessment is required to support the application of a Specific Controls Overlay (SCO) to allow the
development of 33 Fitzroy Street in line with the street height of the adjoining and existing Rydges Hotel.
The economic assessment includes an analysis of demand for the redevelopment of the site and the economic
benefits. The findings of the assessment include:
The proposal will meet a clear market gap for the provision of high-quality hotel accommodation in St Kilda
St Kilda requires new high-quality commercial hotel accommodation to meet identified market gaps. The majority
of commercial hotel and serviced apartment accommodation in St Kilda is within the mid-range in terms of quality.
An audit of accommodation points to a clear market gap for high quality (4.5 star+ accommodation). This is
supported through visitation data which shows that a lower proportion of visitors to St Kilda stay in high quality
resort and hotel accommodation when compared to the rest of metropolitan Melbourne.
There is strong demand for new quality commercial accommodation in St Kilda
Key accommodation performance metrics along with strong visitation growth suggest that there is a strong
investment environment for new high-quality accommodation in St Kilda. This is evidenced by historical and
forecast hotel occupancies of above 80% for metropolitan Melbourne and the high proportion of overnight visitors
and variety of visitor markets which utilise commercial accommodation in St Kilda.
Commercial accommodation is a vital component of the local visitor economy
Approximately 63% of overnight visitors to St Kilda stay in commercial accommodation equating to almost 170,000
annual visitors. Commercial accommodation visitors stay an average of 1.2 million nights per annum, highlighting
the importance of commercial accommodation in supporting the local economy and local business.
The proposal will assist in offsetting the economic loss of the closure of the Novotel, St Kilda
The recent closure of Novotel St Kilda has resulted in a loss of 211 hotel rooms (77,015 available room nights)
from local accommodation supply. This is a significant loss to local accommodation provision, local visitation and
expenditure, resulting in impacts to local business and employment opportunities. The proposal for redevelopment
of 33-37 Fitzroy Street will assist in offsetting this loss through the provision of an additional 50 luxury hotel rooms,
providing capacity for an additional 18,250 room nights (almost a quarter of the lost room nights due to the closure
of the Novotel).
The proposal will provide significant benefits to the local economy
The proposed redevelopment will provide significant benefits to the local economy both through the construction
and operational phases. The proposal is expected to result in the following additional economic benefits over and
above the operation of the current Rydges Hotel:
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Construction Phase

Operational Phase

Direct Impact

Indirect Impact

Total Impact

$20.6 Million

$42.7 Million

$63.3 Million

46 Jobs

130 Jobs

176 Jobs

$8.3 Million p.a.

$14.0 Million p.a.

$22.3 Million p.a.

66 jobs p.a.

40 Jobs p.a.

106 Jobs p.a.

In addition to the above economic impacts, the proposal will result in many other community and economic
benefits including:
•

Benefits to community charity organisations - profits generated by Erdigroup are transferred to the Erdi
Foundation to support charitable organisations. Increased hotel revenue and profit will increase charitable
donations.

•

A catalyst for further investment in local businesses through increased local visitation, attraction of new visitor
markets and new hospitality offerings.

•

Attraction of new visitors through improved dining and hospitality including a new restaurant, café and
outdoor terrace that will drive additional visitation by tourists and residents.

•

New local employment opportunities in the accommodation and food services sector through operation of
the hotel and new construction jobs through the construction phase.

•

Streetscape improvements through greater activation and improved building presentation along Fitzroy
Street.

•

Attraction of high yield visitor markets through provision of a 5-star hotel, meeting an identified market gap.

•

More visitors to St Kilda supporting expenditure in local business including restaurants, cafes, retailers, tour
operators etc.

•

Offsetting the economic loss of the Novotel through new accommodation rooms and a high-quality
accommodation offering.
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1. INTRODUCTION
1.1. BACKGROUND
Construction Assignments Pty Ltd on behalf of Erdigroup appointed Urban Enterprise to prepare an Economic
Assessment for the proposed redevelopment of 33-37 Fitzroy Street, St Kilda (the subject site) for a 5-star hotel.
Erdigroup are proposing to redevelop the existing Rydges Hotel (at 35—37 Fitzroy Street) and the adjoining site
(33 Fitzroy Street) for a new 5-star hotel, consisting of a total of 131 rooms, ground floor restaurant and café and
outdoor terrace.
The economic assessment is required to support the application of a Specific Controls Overlay (SCO) to allow the
development of 33 Fitzroy Street in line with the street height of the existing Rydges Hotel.

1.2. PROPOSAL
The Rydges Hotel is located at 35-37 Fitzroy Street, St Kilda and is owned by Erdigroup. The 4 Star hotel includes
81 rooms, a café, bar and restaurant on the ground floor. This site has planning approval for refurbishment and
extension to the existing hotel, including two additional levels (levels 5 and 6), an additional 24 hotel rooms, two
rooftop decks, spa and pool.
33 Fitzroy Street is located adjacent to the Rydges Hotel. This site is currently occupied by an untenanted single
storey building.
Erdigroup are proposing to expand and consolidate the hotel across both 33 Fitzroy Street and 35-37 Fitzroy Street,
to allow for the development of a high quality, 5-star hotel to be operated by QT Hotel and Resorts.
The redevelopment would involve the full refurbishment of the existing hotel, extension to 35-37 Fitzroy Street as
well as the demolition of the building at 33 Fitzroy Street and development of new rooms, resulting in:
•

New boutique 5-star hotel with 131 rooms;

•

New outdoor terrace; and

•

Fully refurbished ground floor to include new entry and reception, new food and drink premises stretching
across the ground floor level.

The redeveloped hotel is proposed to be operated by QT Hotels and Resorts. QT Hotels and Resorts operate nine
hotels across Australia and New Zealand, with a focus on art and design, personalised guest experiences and
unforgettable dining.
The site is subject to the Design and Development Overlay (DDO6-2) that includes a mandatory height limit of 16.5
metres as well as a street height limit of 10.5 metres.
It is understood that the existing hotel does not comply with the DDO, and nor will the proposed new building at 33
Fitzroy Street. On that basis, engagement with the City of Port Phillip and the Victorian Department of Environment,
Land, Water and Planning (DELWP) is proposed with a view to introducing a Specific Controls Overlay (SCO) to
the site, and an associated Incorporated Document to form part of the Port Phillip Planning Scheme. Together,
these would provide for a site-specific height and setback to the new building at 33 Fitzroy Street, as per the plans
prepared by Mostaghim (January/February 2020).
An economic assessment is required to support the proposal and the application of the SCO.
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T1. DEVELOPMENT PROPOSAL
Existing Rydges Hotel

Proposed Hotel Redevelopment

Star Quality

4

5

Rooms

81

131

+50

29,565

47,815

+18,250

Café and Restaurant

Restaurant, café and outdoor terrace

Available Room Nights
Dining

Change

Source: Construction Assignments / Urban Enterprise, 2020

1.3. ENGAGEMENT
Urban Enterprise have been engaged by Construction Assignments Pty Ltd on behalf of Erdigroup to prepare an
Economic Assessment of the proposal, including an assessment of the need for the hotel development and the
economic impacts of the proposal.

1.4. PROJECT AIMS
The key aims of the project are:
•

Assess whether the proposal is justifiable in relation to market needs; and

•

Assess the economic impact of the proposal having regard to economic outcomes in terms of investment,
employment, tourism and other relevant effects.

1.5. ABOUT ERDIGROUP
Erdigroup is a collection of businesses, including primarily hotels and social venues. Notable hotels include the
Pullman Hotel on Swanston; Novotel Geelong; Mercure Welcome Melbourne; Rydges St Kilda and Hotel Urban St
Leonards.
Erdigroup is governed by a board, which also governs the Erdi Foundation. Erdigroup exists as a profitable company
to feed its profits into the Erdi Foundation.
The Erdi Foundation supports lesser known charities, Jewish and secular charities as well as charities in Israel.
Each hotel in Erdigroup also selects a charity to support each year via fundraising. The Erdi Foundation then
matches all donations received through fundraising.
The Erdi Foundation estimate that they gift between $3 - $4 million annually to charities. The Alfred Hospital also
has a wing in the Foundations name, the “Eva and Les Erdi Emergency and Trauma Centre” in recognition of the
largest donation ever given to The Alfred Hospital.
Any profits made by Erdigroup that are not distributed to the Erdi Foundation are to support projects such as this
one, which provide opportunity to grow the organisation, increase profits and therefore feed greater contributions
into the Erdi Foundation to support charitable organisations.
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2. ACCOMMODATION SUPPLY
2.1. INTRODUCTION
The following provides an assessment of existing accommodation supply in St Kilda, with specific analysis included
in regard to hotel accommodation.

2.2. EXISTING SUPPLY
A desktop audit of accommodation providers was undertaken in February 2020 for the St Kilda area (see Appendix
A for map). The audit identified 42 commercial accommodation establishments, comprised primarily of serviced
apartments (14 providers), self-contained establishments (8 providers), hostels (9 providers) and hotels (7
providers).
There an estimated 1,121 accommodation rooms in St Kilda, comprising 345 hotel rooms, 395 serviced apartment
room and 325 hostel rooms.
Hotels comprise an estimated quarter of the total bed spaces in St Kilda (893 bed spaces). The average room rate
for hotels in the study area ranged between $121 and $307 per night.
Other key accommodation types in terms of rooms and bed spaces include Serviced Apartments (383 rooms and
893 bed spaces) and Hostels (325 rooms and 1,612 bed spaces).
In 2019, the Novotel St Kilda closed and is being replaced by a luxury residential apartment development. The
Novotel contributed 211 rooms to local accommodation supply, equating to 77,015 room nights. The closure
represents a significant reduction in hotel accommodation and capacity for overnight visitors. This has negative
economic implications for the local visitor economy, including a reduction in overnight visitors to St Kilda equating
to reduced visitor expenditure in the local economy. The proposal for redevelopment of 33-37 Fitzroy Street will
add an additional 50 rooms to local accommodation supply, offsetting almost a quarter of the rooms lost through
the closure of the Novotel.
T2. ACCOMMODATION SUPPLY SUMMARY
Accommodation Type

Establishments

Rooms

Bed Spaces

Average Room Rate
(low)

Average Room Rate
(high)

Hotel

7

345

863

$121

$307

Motel/Motor Inn

1

23

65

$95

$120

Serviced Apartments

14

395

954

$114

$336

Self-Contained

8

18

36

$353

$362

Guest House/Bed and Breakfast

3

15

30

$136

$281

Hostel

9
42

325
1,121

1,612
3,559

$40

$129

$143

$256

Total

Source: various online sources, Urban Enterprise, 2020
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2.2.1. HOTELS & SERVICED APARTMENTS
Urban Enterprise has analysed hotel and serviced apartment accommodation supply in St Kilda by class category.
Class categories are based on the standard classifications used in the Australian Accommodation Monitor survey
conducted by STR1 on behalf of Tourism Research Australia. Accommodation is grouped by the following
categories2:
•

Luxury: First class accommodation and an extensive range of amenities and services

•

Upper Upscale: A full range of on-property amenities and services

•

Upscale: A full range of on-property amenities and services

•

Upper Midscale: Offers restaurants and partial recreational facilities

•

Midscale: Offers limited breakfast and limited recreational facilities

•

Economy: Offers basic amenities and a limited breakfast

The Australian Accommodation Monitor combines the above sub-groups into three key class levels including:
Luxury & Upper Upscale, Upscale & Upper Midscale and Midscale & Economy.
Table 3 provides a summary of hotels and serviced apartments in St Kilda by class category. The locations of
establishments are shown in Figure 1.
T3. HOTELS & SERVICED APARTMENTS
Luxury

Upper Upscale

Upscale

Upper Midscale

Midscale and Economy

Establishments

-

-

4 Establishments

12 Establishments

4 Establishments

Rooms

-

-

142 Rooms

488 Rooms

78 Rooms

Rates (low)

-

-

$149

$114

$90

Rates (high)

-

-

$342

$274

$228

-

Adina Apartment Hotel
(82)
The Prince Hotel (39)
The Hamptons
Apartments (17)
Complete Host
Apartments (4)

Barkly Apartments
(22)
Sixty Two on Grey (12)
Easystay Apartments
(5)
Park Regis (69)
Quest Bayside (56)
Adara (17)
Abode (40)

Redan Apartments (40)
Beaconsfield Beach
Apartments (25)
Hotel Colombo – St Kilda
Apartments (8)
Roof Deck Beach (5)

Providers (no. of
rooms)

-

Source: various online sources, Urban Enterprise, January 2020

1
2

The Australian Accommodation Monitor is conducted by STR, a global data analytics provider.
Source: Australian Accommodation Monitor, 2018. Accommodation class is based on a combination of services provided as well as the average daily rate.
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F1. HOTELS AND SERVICED APARTMENTS (ST KILDA)

The proposal would cater to a clear market gap in the provision of ‘luxury’ or ‘upper-upscale’ accommodation
in St Kilda
On review of hotel and serviced apartment accommodation by class type, all establishments could be classified
within the ‘upscale’, ‘upper-midscale’ or ‘midscale’ and ‘economy’ classes. There were no accommodation
establishments that could be classified in the ‘luxury’ of ‘upper-upscale’ class, which would typically include
establishments with a 4.5 star+ rating.
There are four hotel and serviced apartment establishments that could be considered as ‘upscale’ establishments
in St Kilda, however, the majority of supply of hotels and serviced apartments sits in the ‘upper-midscale’ category.
Key hotel establishments which are of relevance to the proposal include Prince Hotel, Adina Apartment Hotel and
Cosmopolitan Hotel. Prince Hotel has the highest quality hotel offer (upscale) in St Kilda, which is reflected in its
higher room rate range of $171 to $509 per night and includes 39 rooms located in close proximity to Rydges.
Adina Apartment Hotel, which has 82 rooms and is situated at the northern end of Fitzroy Street, also falls into the
‘upscale’ category and includes quality amenities such as a gym and day spa. The Cosmopolitan currently has the
largest scale hotel offering in the study area with 86 rooms.
The serviced apartments stock in St Kilda includes 14 establishments, of which 10 are classified as ‘upscale’ and
‘upper-midscale’ and four are in the ‘midscale’ and ‘economy’ category. Serviced apartments in the ‘upscale’ and
‘upper-midscale’ category have an average room rate range of $123 and $408, while ‘midscale’ and ‘economy’
establishments attract a price range of $90 to $228 per night.
The proposed development would be the largest hotel provider and meet a clear market gap in the supply of ‘luxury’
and ‘upper-upscale’ accommodation.
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DISCUSSION
There are 42 accommodation establishments in the St Kilda study area. Hotels contribute approximately one
third of all rooms in St Kilda and a quarter of bed spaces. Other key providers include serviced apartments and
hostels.
The recent closure of the Novotel St Kilda has reduced overall hotel room supply by 211 rooms equating to
77,015 room nights. This has significant implications for the local visitor economy, including reduced overnight
visitors, reduced expenditure and negative impacts on local businesses that rely on tourist trade (cafes,
restaurants, bars, tour operators, retailers etc).
There were no hotels or serviced apartment establishments identified in St Kilda that would fit within the ‘luxury’
or ‘upper-upscale’ category, suggesting a clear market gap for this accommodation type.
The proposed redevelopment of 33-37 Fitzroy Street will provide a 5-star hotel that will assist in addressing an
accommodation supply gap for quality accommodation and assist in offsetting the economic loss of the closure
of the Novotel.
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3. ACCOMMODATION DEMAND
3.1. INTRODUCTION
This section provides an analysis of accommodation demand in St Kilda including an analysis of recent market
commentary, accommodation performance and the visitor market in relation to the proposal.

3.2. HOTELS MARKET COMMENTARY
A number of recent publications in regard to hotel demand across Melbourne have been reviewed including:
•

Hotel Futures, Dransfield, 2019;

•

Australia Hotels Market Outlook, CBRE, 2020; and

•

Australia Hotel MarketView, CBRE, 2019.

Strong pipeline of projects across Melbourne
There is a strong pipeline of proposed hotels in Melbourne, however higher land costs and softer trading is expected
to put pressure on the feasibility of some projects. This could reduce the supply pipeline and relieve pressure from
existing operators3.
Melbourne hotel supply growth is expected to slow down after FY2024
Dransfield has forecast 10,920 new hotel rooms will enter the market in Melbourne to FY2027, representing an
annual growth rate of 4.7%4. Supply growth in the medium term is expected to be above average until FY2024
before a slowdown toward FY2027.
Occupancy rates in Melbourne are only forecast to fall below 80% for one year between FY2018 and FY2027
Dransfield expect occupancy levels will slightly depress through the height of supply arrivals, largely upheld through
considerable growth in demand generators over the parallel period. Occupancy levels are forecast to return to
current levels around FY20255.
Occupancy rates for Melbourne are forecast to only fall below 80% for one year (FY2024), before rebounding
strongly at the back end of the forecast period.
This analysis supports the proposal, which is likely to enter the market during strong trading conditions.
RevPAR is expected to grow to 2027
Dransfield expect RevPAR to grow through the forecast period to 2027, reflecting strong forecast growth in
demand. RevPAR across FY2019 was at $166.52 and this is forecast to reach $211.14 by FY2027.
Table 4 provides a summary of Dransfields hotels forecasts.

3

Australia Hotel MarketView, CBRE, 2019

4

Hotel Futures, Dransfield, 2019

5

Hotel Futures, Dransfield, 2019
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T4. DRANSFIELD MELBOURNE HOTEL FORECAST
Year

Rooms

FY2019
FY2020
FY2021
FY2022
FY2023
FY2024
FY2025
FY2026
FY2027
Total Forecast Average 20192027

25,049
26,497
28,145
30,490
32,364
34,663
35,066
35,575
35,969

Supply
Change (%)
5.0%
5.8%
6.2%
8.3%
6.1%
7.1%
1.2%
1.5%
1.1%

Demand
Change (%)
3.8%
4.0%
6.0%
6.0%
6.0%
6.0%
3.6%
3.6%
3.6%

4.7%

4.7%

RevPAR

Occupancy

$166.52
$167.00
$169.98
$169.65
$172.80
$171.02
$183.03
$196.25
$211.14

83.4%
82.0%
81.8%
80.1%
80.0%
79.1%
81.1%
82.8%
84.8%
81.7%

Source: Hotel Futures, Dransfield, 2019

3.3. ACCOMMODATION PERFORMANCE
Accommodation performance indicates strong demand for commercial accommodation across metropolitan
Melbourne
The following provides an overview of accommodation performance based on published statistics from the
national accommodation survey of commercial accommodation providers with ten or more rooms, administered
by STR6.
There were an estimated 12.8 million available room nights across the Melbourne region in 2018-19 for commercial
accommodation establishments with ten or more rooms, up 4% on the previous year.
There was also an estimated 382 establishments and 36,000 rooms, up from 368 establishments and 34,000
rooms in 2017-18.
Metropolitan Melbourne attracted average occupancy of 81.4% in the 2018-19 financial year, 1.5% lower than in
the 2017-18 financial year. The Average Daily Rate (ADR) was $187 in 2018-19, up from $185 in 2017-18.
Rev PAR (Revenue per available room) was down slightly in 2018-19 from the previous financial year from $154
to $152.
T5. ACCOMMODATION PERFORMANCE– METROPOLITAN MELBOURNE – 2018/19
Location

Room nights
available ('000)

Room nights
occupied ('000)

Total revenue
($m)

Occupancy

ADR

RevPAR

10,382

1,941

81.4%

$186.98

$152.16

-1.5

$1.27

-$1.74

Melbourne

2018–19 Results
Melbourne

12,758

Change: 2018–19 to 2017–18
Melbourne

4.0%

2.2%

Source: Australian Accommodation Monitor, TRA & STR, 2019; ADR = Average Daily Rate; RevPAR = Revenue Per Available Room.

6

STR is a global analytics provider which conducts the accommodation survey in conjunction with Tourism Research Australia.
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Luxury and upper scale accommodation attract the highest occupancy
Tables 6 and 7 provide analysis of the performance of hotels and resorts in Victoria.
Occupancy for luxury and upper upscale (which includes first class accommodation) hotels and resorts in Victoria
was 84.6% in 2018-19, down from 85.2% the previous year, due to increased market supply. ADR and RevPAR
increased $5.40 and $3 respectively between 2017-18 and 2018-19 for luxury and upper upscale hotels and resorts
in Victoria.
Occupancy for all hotels in Victoria rose slightly to 80.7% in 2018-19.
T6. HOTELS & RESORTS – VICTORIA – 2018-19
Hotels & Resorts
Luxury & Upper Upscale
Upscale & Upper Mid
Midscale & Economy
Total

Occupancy
84.6%
79.2%
77.6%
80.7%

ADR
$279.9
$168.0
$121.3
$198.7

RevPAR
$236.8
$133.1
$94.1
$160.3

Source: Australian Accommodation Monitor, TRA & STR, 2019

T7. HOTELS & RESORTS – VICTORIA – CHANGE 17/18 TO 18/19
Hotels & Resorts
Luxury & Upper Upscale
Upscale & Upper Mid
Midscale & Economy
Total

Occupancy
-0.6%
+0.9%
-0.4%
+0.1%

ADR
+$5.40
+$2.36
+$0.13
+$2.26

RevPAR
+$2.98
+$3.31
-$0.39
+$2.07

Source: Australian Accommodation Monitor, TRA & STR, 2019

DISCUSSION
Accommodation performance indicates that there has been strong demand for commercial accommodation
establishments across metropolitan Melbourne and for hotels and resorts.
Higher quality accommodation has been performing at high occupancy rates (approximately 85% through 201819) and the average daily rate and RevPAR increased from 2017-18 to 2018-19, showing strong demand for this
type of accommodation supply.
Although hotel supply is projected to increase by an average of 4.7% per annum to FY2027, demand is expected
to keep pace with supply driving strong hotel occupancy to 2027. Hotel occupancy is only expected to fall below
80% for one year to FY2027, reflecting positive investment conditions to FY2027.

3.4. LOCATIONAL DEMAND DRIVERS
St Kilda offers a diversity of tourism product and experiences that lend itself to the provision of high-quality hotel
accommodation. Key locational demand drivers include:
•

The Beach and Major Attractions – St Kilda is one of the few areas in Melbourne that offers a beach experience
and the activities that go with it (swimming, paddle boarding, boating, fishing charters etc).

•

Events – St Kilda and surrounds is home to a number of major events, providing a driver for overnight stays
and demand for commercial accommodation. Key major events include the Formula One Grand Prix at Albert
Park and St Kilda Festival. There are also numerous other events on offer in St Kilda and the City of Port
Phillip, which draw in visitors including music events, markets, food, wine and cultural events.

•

Quality Dining and Hospitality – St Kilda and surrounds offers a diversity of high-quality dining experiences
that are aligned to the provision of high-quality accommodation. Local quality dining and hospitality
experiences include Attica, Stokehouse, Hotel Esplanade, Captain Baxter and Supernormal Canteen amongst
many others.
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•

Proximity to the CBD – St Kilda is located in close proximity to the CBD, meaning CBD activities are all available
within short tram, train, car or cycling trip.

3.5. VISITOR MARKET ASSESSMENT
This section provides an assessment of the visitor market relevant to the proposed development of a boutique
five-star hotel in St Kilda.
This section draws on analysis of Tourism Research Australia (TRA) data, including the National Visitor Survey
(NVS) and International Visitor Survey (IVS).
TRA data has been analysed for the following regions:
•

St Kilda (SA2); and

•

Metropolitan Melbourne.

The statistical regions for St Kilda and Melbourne are shown in Appendix A.
As St Kilda is a small statistical area, a combined 5-year average of TRA survey results has been provided to ensure
a more statistically reliable sample.
Specific attention has been paid to the analysis of survey results for those visitors who stayed in commercial
accommodation on their trip, as this information is most relevant to the assessment of the proposal.
The TRA definition of commercial accommodation includes:
•

Luxury hotel or luxury resort (4 or 5 star);

•

Standard hotel/motor inn (below 4 star);

•

Serviced apartment;

•

Guest house or Bed & Breakfast;

•

Rented house/apartment/flat or unit (not serviced daily);

•

Caravan park or commercial camping ground;

•

Backpacker or hostel;

•

Commercial boat/houseboat/cabin cruiser or cruise ship; and

•

Other Commercial Accommodation.

Commercial accommodation does not include private houses listed through Airbnb.

3.5.1. METROPOLITAN MELBOURNE OVERNIGHT VISITATION
Metropolitan Melbourne has experienced significant growth in visitation
Total overnight visitation to Melbourne grew from approximately 9.9 million to nearly 13 million between 2014 and
2018 at an average rate of 7.1% per annum (see Figure 2).
In 2018, 78% of overnight visitors to Melbourne were domestic visitors, while the remaining 22% were international
visitors.
International visitation grew at 9.2% per annum between 2014 and 2018, whilst domestic overnight visitation rose
at a rate of 6.5% per annum.
Strong growth in commercial accommodation visitation
Figure 2 shows commercial accommodation visitors to Metropolitan Melbourne between 2014 and 2018.
Commercial accommodation visitor trips trended upwards over the five-year period at an average annual growth
rate of 7.4% to reach 7.6 million in 2018, outpacing general growth in the visitor market.
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Domestic visitors made up about three quarters of all commercial accommodation visitors to Melbourne in 2018,
with international visitors comprising the remaining 25%. International visitation grew at 8.3% per annum, while
domestic overnight visitation rose at an annual rate of 7.1% between 2014 and 2018.
F2. OVERNIGHT VISITATION AND COMMERCIAL ACCOMMODATION VISITATION, METROPOLITAN
MELBOURNE
Overnight Visitors (Metropolitan Melbourne)
Overnight Visitors (Commercial Accommodation Metropolitan Melbourne)

14,000,000
12,000,000
10,000,000
8,000,000
6,000,000
4,000,000
2,000,000
0
2014

2015

2016

2017

2018

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average

3.5.2. ST KILDA OVERNIGHT VISITATION
Commercial accommodation visitors make up 63% of the overnight visitor market to St Kilda
St Kilda attracted an average of 270,000 overnight visitors between 2014 and 2018, of which 170,000 (63%) were
visitor staying in commercial accommodation. This highlights the importance of commercial accommodation in
supporting the St Kilda visitor market and driving the visitor economy.
F3. OVERNIGHT VISITATION AND COMMERCIAL ACCOMMODATION VISITATION, ST KILDA
St Kilda
300,000

269,056

250,000
169,779

200,000
150,000
100,000
50,000
0
Overnight Visitors 2014-218

Overnight Visitors (Commercial
Accommodation) 2014-2018

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average

Commercial Accommodation a Strong Driver of Visitor Nights
Total visitor nights in St Kilda averaged 1.7 million per annum between 2014 and 2018, of which commercial
accommodation visitor nights comprised 69%.
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International visitors are a key market for commercial visitor nights, attracting an average of 873,091 per annum
between 2014 and 2018, while domestic overnight visitor nights averaged 290,860 over the same period.
The average length of stay for domestic visitors staying in commercial accommodation was 2.3 nights, while
international visitors stayed an average of 20.1 nights. The high average length of stay for international visitors is
driven by those working and studying.
F4. VISITOR NIGHTS, ST KILDA
St Kilda
1,400,000

1,207,378

1,200,000
1,000,000

873,091

800,000
600,000
400,000

471,840
290,860

200,000
0
Visitor Nights Domestic

Visitor Nights International

Visitor Nights Domestic

Commercial Accommodation

Visitor Nights International

All Overnight Visitors

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average

F5. AVERAGE LENGTH OF STAY
Domestic Overnight Visitors (Commercial Accommodation)
International Overnight Visitors (Commercial Accommodation)
25.0

20.1

20.0

19.2

15.0
10.0
5.0

2.5

2.3

0.0
St Kilda

Metropolitan Melbourne

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average

St Kilda attracts a high proportion for holiday and business visitors, who require commercial accommodation
Figure 6 shows the purpose of visit for overnight and international visitation in St Kilda benchmarked with
metropolitan Melbourne. The largest share of overnight visitation to St Kilda is driven by holiday visitors (39%),
followed by people visiting friends and relatives (34%) and business visitors (22%). The holiday and business
market typically require commercial accommodation more than other visitor types (eg. visiting friends and relatives
(VFR), which is reflected in the commercial accommodation visitation data. It is important that these markets are
supported by the provision of appropriate accommodation typologies, including hotels.

33-37 FITZROY STREET, ST KILDA

19

F6. TOTAL OVERNIGHT PURPOSE OF VISIT – ST KILDA & METROPOLITAN MELBOURNE – 2014-2018
St Kilda

Melbourne

50%
40%

39%

34%

33%

34%

30%

22%

24%

20%
10%

8%

5%

0%
Holiday

Visiting friends and relatives

Business

Other reason

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average

3.5.3. COMMERCIAL ACCOMMODATION VISITOR PROFILE
The following provides a profile of overnight visitors who visited St Kilda and Metropolitan Melbourne and who
stayed in commercial accommodation. Data has been analysed for the years 2014 to 2018 inclusive and is
presented as a 5-year average.
There is likely a gap in luxury hotel and resort accommodation in St Kilda
Figure 7 shows a breakdown of the types of commercial accommodation stayed in by visitors to St Kilda
benchmarked with metropolitan Melbourne. Across metropolitan Melbourne, 36% of visitors staying in commercial
accommodation stayed in luxury hotels or resorts (4-5 star), whilst only 24% stayed in this accommodation type
in St Kilda. This data reinforces the accommodation supply assessment that showed a clear gap in the provision
of high-quality hotels (ie. 4.5 star or above). The proposal will assist in meeting a market gap in the provision of
luxury hotels and resorts in St Kilda, which will drive the attraction of new visitor markets to St Kilda.
F7. COMMERCIAL ACCOMMODATION – ST KILDA & METROPOLITAN MELBOURNE – 2014-2018
Melbourne

St Kilda

Luxury hotel or resort (4-5 star)

36%

24%

36%
35%

Standard hotel/motor inn (below 4 star)
12%

Serviced apartment
9%

Rented house/apartment/flat or unit
3%

Backpacker or hostel

17%

13%

10%

3%
1%

Other commercial accommodation
0%

5%

10%

15%

20%

25%

30%

35%

40%

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average
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Multiple visitor markets rely on the provision of commercial accommodation
Visiting for a holiday is the key driver of visit for commercial accommodation visitors at 46% of the overnight market
of St Kilda, which is the same for metropolitan Melbourne, followed by business visitors (29%).
Interestingly, St Kilda has a higher proportion of commercial accommodation visitors who are visiting friends and
relatives when compared to metropolitan Melbourne, showing that a variety of market segments rely on
commercial accommodation in St Kilda. The proposal for luxury 5-star accommodation will cater to these core
markets, including primarily holiday and business travellers.
F8. COMMERCIAL ACCOMMODATION OVERNIGHT PURPOSE OF VISIT - 2014-2018
St Kilda
50%

46%

Melbourne

46%

40%

35%
29%

30%
19%

20%

11%

10%

5%

8%

0%
Holiday

Visiting friends and
relatives

Business

Other reason

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average

St Kilda attracts a high proportion of visitors aged between 25-34 years compared to metropolitan Melbourne
The age profile of visitors shows St Kilda has a higher proportion of visitors aged between 25-34 years than
Melbourne and a lower share of travellers aged between 45-54 years.
F9. COMMERCIAL ACCOMMODATION AGE PROFILE – ST KILDA & METROPOLITAN MELBOURNE – 2014-2018

St Kilda

25%

Melbourne

20%
15%
10%
5%
0%
15-24

25-34

35-44

45-54

55-64

65+

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average
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St Kilda attracts a high proportion of sole travellers and adult couples who use commercial accommodation
The travel party profile of commercial accommodation visitors to St Kilda and metropolitan Melbourne is
comparatively similar. The highest proportion of visitors are travelling alone, while St Kilda has a slightly higher
share of adult couple visitors than Melbourne. Different travel parties have different accommodation requirements.
The proposal for 5-star hotel accommodation aligns to the accommodation needs of adult couples, as well as
people travelling alone.
F10. COMMERCIAL ACCOMMODATION TRAVEL PARTY – ST KILDA & METROPOLITAN MELBOURNE – 20142018
Melbourne

St Kilda
37%

Travelling alone

41%
24%
25%

Adult couple
17%
16%

Friends and/or relatives
12%
11%

Family group

11%

Other

8%
0%

10%

20%

30%

40%

50%

Source: TRA - National Visitor Survey & International Visitor Survey 2014-2018 – 5 Year Average. Note: International and Domestic Visitation
have different ‘Other’ categories.

St Kilda attracts a high proportion of overnight visitors from New South Wales and the United Kingdom
New South Wales is the largest interstate market for commercial accommodation visitors to St Kilda (44%),
followed by Queensland, South Australia and Tasmania. The profile generally aligns with Metropolitan Melbourne.
T8. COMMERCIAL ACCOMMODATION ORIGIN – ST KILDA & METROPOLITAN MELBOURNE – 2014-2018
Homestate

Commercial
Accommodation
St Kilda
Melbourne

Melbourne

4%

5%

Other VIC

11%

20%

New South Wales
Queensland
South Australia

44%
15%
8%
8%
4%
1%
5%
100%

39%
13%
9%
7%
4%
1%
3%
100%

Tasmania
Western Australia
Australian Capital Territory
Northern Territory
Total

Source: TRA - National Visitor Survey 2014-2018 – 5 Year Average
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Table 9 shows the country of origin for international overnight visitors who stay in commercial accommodation.
The United Kingdom is the largest visitor market for St Kilda, followed by New Zealand, Germany and the United
States. Melbourne attracts a higher proportion of visitors from China when compared to St Kilda. The proposal will
assist in providing accommodation to meet various international market segments.
T9. INTERNATIONAL COUNTRY OF ORIGIN (TOP 10 COUNTRIES)
Metropolitan Melbourne

St Kilda

United Kingdom

7%

22%

New Zealand

10%

13%

Germany

3%

8%

United States of America

9%

8%

China

26%

7%

Other Europe

2%

7%

Scandinavia

1%

4%

Singapore

5%

4%

Other Countries

5%

3%

France

2%

3%

Other Countries

31%

21%

Source: TRA – International Visitor Survey 2014-2018 – 5 Year Average

Commercial accommodation visitors support the economy through activities
Table 10 shows top activities undertaken by commercial accommodation visitors to St Kilda and Melbourne
between 2014 and 2018.
The most common activities in St Kilda include eating out/dining out at restaurants (85%) and visiting friends and
relatives (39%), other activities include going shopping (29%), going to the beach (29%) and sightseeing/looking
around (27%) and going to pubs/clubs etc (22%).
Commercial accommodation visitors support the visitor economy through expenditure of local goods and services.
The proposal will attract increased numbers of visitors to St Kilda as well as provide new dining and hospitality
experiences for visitors of the hotel and the broader visitor market.
T10. COMMERCIAL ACCOMMODATION ACTIVITIES – ST KILDA & METROPOLITAN MELBOURNE – 2014-2018
Activity

St Kilda

Melbourne

Eat out / dine at a restaurant and/or cafe

85%
39%
29%
29%
27%
22%
16%
13%
13%

83%
29%
33%
7%
25%
24%
14%
12%
14%

Visit friends & relatives
Go shopping for pleasure
Go to the beach
Sightseeing/looking around
Pubs, clubs, discos etc
Go to markets
Attend an organised sporting event
Visit museums or art galleries

Source: TRA - National Visitor Survey 2014-2018 – 5 Year Average
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3.5.4. VISITATION PROJECTIONS
The following provides forecasts of commercial accommodation visitor nights for St Kilda to assist in
understanding the future scale of visitation and demand for accommodation.
Three growth rates have been adopted to account for variation in the visitation data and year on year fluctuations
in visitation. The adopted growth rates are outlined below:
•

Scenario 1: TRA forecast for visitor nights in Victoria to 2028-29 (3.5% per annum).

•

Scenario 2: Average historical growth rate between 2014 and 2018 of commercial accommodation visitor
nights to metropolitan Melbourne (9.7%).

•

Scenario 3: Adopted mid-point between scenario 1 and 2 (6.6%).

A historical average annual growth rate for St Kilda has not been used due to the small sample size for data
collected. The high level of historical growth in commercial visitor nights to metropolitan Melbourne is likely driven
by activity in the CBD and surrounds and thus likely represents a higher limit of potential growth for commercial
accommodation demand than St Kilda.
The forecasts result in estimated visitor nights of:
•

Scenario 1: 1.5 million by 2028 (+435,707 visitor nights).

•

Scenario 2: 2.7 million by 2028 (+1,617,052 visitor nights).

•

Scenario 3: 2 million by 2028 (+949,558 visitor nights).

Based on these forecasts, the creation of capacity for an additional 18,250 commercial accommodation room
nights would be comfortably absorbed into the market. St Kilda needs to continue to support appropriate forms of
commercial accommodation so that supply keeps pace with demand, otherwise there is the risk of negative
impacts to the economy, including visitor expenditure and job creation. Further, it is likely that St Kilda is currently
under supplied in 5-star hotel accommodation, meaning this proposal may increase visitation over and above
current forecasts.
F11. FORECAST COMMERCIAL ACCOMMODATION VISITOR NIGHTS – ST KILDA
Scenario 1: TRA Victorian Visitor Nights Forecast (3.5%)
Scenario 2: Adopted Mid-Point (6.6%)
Scenario 3: Historical Growth Melbourne Commercial Visitor Nights (9.7%)
3,000,000
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2,500,000
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2,000,000

1,496,858

1,500,000
1,000,000
500,000
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2021

2022

2023

2024

2025

2026

2027

2028

Source: Urban Enterprise, 2020 – utilising data sourced from Tourism Research Australia, National and International Visitor Survey
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DISCUSSION
Across metropolitan Melbourne there has been significant growth in visitation by those staying in commercial
accommodation, resulting in increased demand for accommodation. Although trend data is not available at the
local level for St Kilda, it is likely that demand across St Kilda has also been growing. It is therefore appropriate
to support investment in the commercial accommodation sector that meets local demand.
A large portion of overnight visitation to St Kilda is driven by those staying in commercial accommodation,
extending across a range of markets including domestic and international visitors, holiday visitors, business
visitors, people visiting friends and relatives, adult couples and sole travellers. This illustrates the importance
of commercial accommodation in supporting the visitor economy.
Importantly, less visitors stay in luxury hotels or resorts in St Kilda when compared to metropolitan Melbourne.
This is likely a reflection on accommodation supply, meaning that St Kilda and the City of Port Phillip may not
be capturing its share of visitation and visitor expenditure due to supply gaps.
It is expected that overnight visitation by those utilising commercial accommodation will continue to grow into
the future, in order for St Kilda to adequately cater to increased market demand and attract the economic
benefits of these visitors, appropriate commercial accommodation will need to be developed. The proposal for
a 5-star hotel will assist in addressing current market gaps and catering to future growth.
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4. ECONOMIC IMPACTS
4.1. INTRODUCTION
The following provides an assessment of the likely economic impacts that will flow from the development and
operation of the hotel on the subject site.
The economic impacts are assessed both through the construction phase of the project (resulting from capital
investment as a result of construction of the project) and on an ongoing basis, resulting from operation of the
hotel, including visitor expenditure impacts.
The assessment of ongoing impacts are the impacts which result of increased room stock and quality (ie. the
economic impact assessment accounts for impacts that are already being provided by the operation of the Rydges
Hotel).

4.2. CONSTRUCTION IMPACTS
Construction Assignments advise that the total investment in the construction of the project (excluding land) is
$20.62 million.
This is a significant investment into the local economy and for Fitzroy Street. The investment is likely to act as a
catalyst for further investment in businesses in the local area and provide an uplift in nearby property values.
This investment will result in direct employment on site as well as externally across the supply chain.
Employment Impact
The project is estimated to result in the direct creation of 46 FTE jobs as well as an additional 130 FTE jobs in the
Victorian economy, equating to total job creation of 176 FTE jobs.
Economic Output
Investment of $20.6 million is estimated to result in indirect output of $42.7 million, which is a result of supply
chain impacts and additional consumption as a result of new jobs in the economy. The project is likely to result in
total economic output of $63.3 million.
T11. ECONOMIC IMPACT (CONSTRUCTION)
Construction

Direct Impact ($M)

Indirect Impact ($M)

Total Impact ($M)

Direct Change

$20.6

$42.7

$63.30

Employment

46

130

176

Source: Urban Enterprise, 2020

4.3. OPERATIONAL IMPACTS
The increased supply of hotel rooms into the local market and the increased quality of accommodation stock will
drive additional economic value to the local economy through increased visitation and visitor expenditure and
through the creation of new employment.
Visitor Impact Assessment
Increased visitation will result due to an increase in accommodation supply. Given that the hotel is expected to fill
a gap in the accommodation market for high-quality (5 star) accommodation, it is likely that these visitors will be
new visitors to the area that otherwise would have stayed elsewhere.
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Visitors to the 5-star hotel are likely to be high yield visitors, which provide greater expenditure impacts to the
economy.
The assumptions underpinning the Visitor Impact Assessment are outlined in Table 12. Existing accommodation
performance data has been sourced from Rydges Hotel, via Construction Assignments. The proposed hotel
redevelopment assumptions have been provided by Construction Assignments.
Allocated visitor expenditure has been determined using accessing to Tourism Research Australia’s visitor
expenditure data based on visitor expenditure by accommodation used. As the proposed redeveloped hotel will be
of a higher quality and set at a higher price point relative to the existing hotel, this has been accounted for through
a higher expenditure allowance. Visitor expenditure has been estimated drawing on visitor expenditure data from
Tourism Research Australia.
T12. VISITOR IMPACT ASSUMPTIONS
Existing Rydges
Hotel

Proposed Hotel
Redevelopment

Star Quality

4

5

Rooms

81

131

Average Room Rate

$143

$218

Average Number of Guests Per Room

1.62

1.42

79.5%

81%

Room Nights Occupancy

23,504

38,941

Estimated Visitors Per Annum

38,077

55,296

Occupancy

Source: Construction Assignments / Urban Enterprise, 2020 / *Tourism Research Australia, 2020

It is estimated that visitors to the current Rydges Hotel contribute $11.9 million per annum to the local economy,
through expenditure on accommodation and other goods and services (retail, dining, entertainment, car hire etc).
The proposed redeveloped Hotel will increase this impact to $20.2 million per annum, including $8.5 million on
accommodation and $11.7 million in expenditure on other goods and services. Increased expenditure results in an
estimated additional $8.3 million in visitor expenditure into the economy.7
T13. DIRECT VISITOR EXPENDITURE IMPACTS
Existing Rydges
Hotel

Proposed Hotel
Redevelopment

Additional Impact

Estimated Visitor Expenditure (Accommodation)

$3,361,097

$8,482,261

$5,121,164

Estimated Visitor Expenditure (Other)

$8,494,937

$11,694,302

$3,199,366

Total

$11,856,034

$20,176,564

$8,320,530

Source: Urban Enterprise, 2020

Employment Impact (ongoing)
Additional expenditure of $8.3 million into the local economy, is estimated to create additional demand for 106
jobs, including a direct impact of 66 jobs and a flow on (indirect) impact of 40 jobs.
Economic Output (ongoing)
Direct additional expenditure into the local economy of $8.3 million is expected to have indirect (flow on) economic
output of $14 million per annum, equating to total economic output on $22.3 million.

7
Local expenditure includes accommodation, groceries, alcohol and drinks, petrol, takeaway and restaurant meals, shopping, gifts and souvenirs, entertainment
and gambling.
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T14. ECONOMIC IMPACT (ONGOING)
Direct Impact ($M)

Indirect Impact ($M)

Total Impact ($M)

Direct Change

$8.3

$14.0

$22.3

Employment

66

40

106

Source: Urban Enterprise, 2020

4.4. OTHER BENEFITS
In addition to the significant economic benefits that will flow from the redeveloped hotel, there are a number of
other economic benefits of the project:
•

Benefits to community charitable organisations – Erdigroup are a profitable organisation, which exist in order
to support and distribute profits to the Erdi Foundation to support local charities. Each hotel in Erdigroup also
support local charities. Increased revenue and profitability of the redeveloped hotel will flow through to greater
benefits and contributions to the Erdi Foundation and subsequently local charitable organisations.

•

A catalyst for further business investment - Reinvestment and renewal in the hotel will assist in driving
investment in other businesses surrounding the hotel.

•

Attraction of new visitors through improved dining and hospitality – The proposed improved dining and
hospitality offer, including a new restaurant and café that will drive additional visitation by tourists and
residents, in addition to visitors to the hotel.

•

New local employment opportunities - The creation of ongoing local employment opportunities in the
accommodation and food services sector, a growth sector of the economy. The construction phase of the
project will also create local employment opportunities in the construction sector.

•

Streetscape improvements - Improvements to and greater activation of the streetscape.

•

New visitor markets – The proposed 5 start hotel will attract new high yield visitors to St Kilda through the
provision of accommodation that meets an identified market gap.

•

More visitors to St Kilda – The increased accommodation capacity will increase visitors to the area, which in
turn will support local business including restaurants, cafes, retailers, tour operators etc.

•

Offsetting the economic loss of the Novotel – The closure of the Novotel has likely resulted in negative
economic outcomes for the local visitor economy through the loss of accommodation capacity, visitors and
employment. This development will assist in offsetting some of these economic losses to the visitor economy.
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5. FINDINGS
The proposal will meet a clear market gap for the provision of high-quality hotel accommodation in St Kilda
St Kilda requires new high-quality commercial hotel accommodation to meet identified market gaps. The majority
of commercial hotel and serviced apartment accommodation in St Kilda can be classified within the economy to
upscale range, with the majority of rooms sitting in the Upper-Midscale class. The accommodation supply
assessment points to a clear market gap for high quality accommodation (4.5 star+). This is supported by visitor
data which shows a lower proportion of visitors to St Kilda stay in high quality resort and hotel accommodation
when compared to the rest of Metropolitan Melbourne.
The provision of quality hotel accommodation also aligns to St Kilda’s quality tourism offering, including dining,
hospitality, events and outdoor attractions.
There is strong demand for new quality commercial accommodation in St Kilda
Key accommodation performance metrics along with strong growth in visitation across metropolitan Melbourne
suggest that there is a strong investment environment for new high-quality accommodation in St Kilda. This is
evidenced by historical and forecast hotel occupancies of above 80%, the high proportion of overnight visitors and
array of different visitor markets.
The proposal will partly offset the economic loss to the local economy through the closure of the Novotel St
Kilda
The recent closure of Novotel St Kilda has resulted in a loss of 211 hotel rooms, equating to 77,015 available room
nights. This is a significant loss to local accommodation provision, local visitation and expenditure, resulting in
impacts to local business and employment opportunities.
The proposal for redevelopment of 33-37 Fitzroy Street will assist in offsetting this loss through the provision of
an additional 50 luxury hotel rooms, providing capacity for an additional 18,250 room nights (almost a quarter of
the lost room nights due to the closure of the Novotel).
The proposal will provide significant benefits to the local economy
The proposed redevelopment of the subject site for a high quality 5-star hotel will provide significant benefits to
the local economy both through the construction and operational phases. The proposal is expected to result in the
following additional economic benefits over and above the operation of the current Rydges Hotel:

Construction Phase

Operational Phase
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Direct Impact

Indirect Impact

Total Impact

$20.6 Million

$42.7 Million

$63.3 Million

46 Jobs

130 Jobs

176 Jobs

$8.3 Million p.a.

$14.0 Million p.a.

$22.3 Million p.a.

66 jobs p.a.

40 Jobs p.a.

106 Jobs p.a.
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In addition to the above economic impacts, the proposal will result in many other community and economic
benefits including:
•

Benefits to community charity organisations - profits generated by Erdigroup are transferred to the Erdi
Foundation to support charitable organisations. Increased hotel revenue and profit will increase charitable
donations.

•

A catalyst for further investment in local businesses through increased local visitation, attraction of new visitor
markets and new hospitality offerings.

•

Attraction of new visitors through improved dining and hospitality including a new restaurant and cafe that
will drive additional visitation by tourists and residents.

•

New local employment opportunities in the accommodation and food services sector through operation of
the hotel and new construction jobs through the construction phase.

•

Streetscape improvements through greater activation and improved building presentation along Fitzroy
Street.

•

Attraction of high yield visitor markets through provision of a 5-star hotel, meeting an identified market gap.

•

More visitors to St Kilda supporting expenditure in local business including restaurants, cafes, retailers, tour
operators etc.

•

Offsetting the economic loss of the Novotel through new accommodation rooms and a high-quality
accommodation offering.
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APPENDICES
APPENDIX A DATA BOUNDARIES
ST KILDA SA2 REGION

Source: Remplan Mapbuilder, 2020

MELBOURNE REGION

Source: Business Victoria, 2017
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