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Financial Forecasting Plan for a New Hotel Development in Swansea

Executive Summary
This report examines the importance of financial forecasting for the proposed development of a new hotel in Swansea. Swansea presents a strong location for hotel investment due to its increasing tourist demands, coastal tourism and business/corporate destination (Swansea Council, 2023). The city also holds major attractions such as Swansea Arena; the largest multi-indoor arena in South Wales, helping to generate all year-round demand through concerts and events, increasing the need for accommodation (Swansea Council, 2024b).
A key aspect that is touched upon within this report is the sheer importance and dependency for a project of this scale to use financial forecasting. It offers a variety of benefits such as insights on pricing decisions, profitability, customer trends, seasonal demand and profitability. 
The report concludes that financial forecasting is vital to the long-term success of the proposed hotel. It is recommended that a rolling financial forecast system is used with regular monthly reviews to remain responsive and alert to the everchanging market conditions (Finn and Smalley, 2026).
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[bookmark: _Toc1905879358]1.0 Introduction 
Financial planning is a critical component for all industries, particularly within the hospitality and tourism sector, where high operating costs, strong competition and fluctuating and seasonal demand require effective budgeting and financial control (Denehy, 2022). 
This is especially relevant in the growing tourism destination of Swansea, renowned for its coastal yet city location within South Wales (Visit Swansea Bay, 2025). The city attracts over 4.6 million visitors each year, with the majority being business and corporate individuals or alternatively holidaymakers (Swansea Council, 2026). The hospitality and tourism industry alone have generated over £658 million, demonstrating the dependency of this sector for the city itself (Invest In Swansea, 2025). This staggering statistic highlights the continuous demand for these hospitality and tourism services such as quality accommodation, presenting opportunities for further hotel development (Swansea Council, 2024). 
As a result, the proposed development of a new hotel in Swansea has the potential to meet the demands of the two main customer bases of leisure and business travellers (Williams, 2025). Having said this, the success of a project of this type goes beyond market demand and must consider factors such as the future planning and viability of financial and economic impacts (Winchester, 2026). 
This leads onto arguably one of the most important financial planning tools which is financial forecasting; a process of estimating a company’s future financial performance like revenue, operating costs and expenses through the analysis of previous historical data, market trends and economic indicators (Boyles, 2022). 
This report will explore the role of financial forecasting within the proposed Swansea hotel project, assessing its financial feasibility and impact, possible outcomes and recommendations to enhance the process.
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[bookmark: _Toc1153516685]2.1 Importance of Financial Forecasting 

Financial forecasting offers valuable information for decisions surrounding hiring, budgeting and scaling, while also helping to mitigate risks (Pennington Williams, 2023). (Boyles, 2022) states there are two main categories in which forecasting is based upon; qualitive and quantitive methods. Both go hand in hand in supporting strategic decision making, particularly for a project such as a new hotel where no previous trading history exists. Therefore, management must rely on market research, industry trends and estimated financial data to produce realistic forecasts. 
A hotel requires a substantial investment prior to opening, including construction costs, staffing, furnishings and marketing. Without accurate forecasting, management could underestimate costs or overestimate demand, creating serious liquidity issues after the launch (Akin-Smith, 2024). As a result, forecasting minimises uncertainty, providing clarity over future projections. 
Forecasting can be particularly helpful to navigate seasonal tourism demands and patterns (WR Partners, 2023). With typical tourist behaviour of demand rising during the summer months as opposed to the winter period, forecasting can be particularly beneficial on getting insights on things like pricing strategies and staffing to tailor to these. This fluctuation suggests that a more dynamic approach by management would be better in order to predict occupancy rates and revenue to ensure that the hotel project is viable across the whole year (Revelwood, 2022). 
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The primary source of income for hotels is room revenue; typically accounting for 60%-80% of total income (Guest Ready, 2025). Forecasting room sales require estimates of occupancy rate and an average daily rate (ADR) (See Appendix A). For example, if the hotel contains 80 rooms with an ADR of £95 and an average occupancy of 65%, the projected annual room revenue can be estimated. 
The article goes onto explain that additional revenue streams can be generated through services like food and beverage with income from room service and in property restaurants; equating to 20%-30% of total revenue. Ancillary services are also a great way for hotels to generate revenue through add ons such as conference spaces, weddings, spa services or parking (Elphick, 2016). These diversed revenue streams reduce reliance on room sales, while strengthening profitability. 
A key aspect to consider is the different customer audiences of the hotel and their travel patterns. To further elaborate, many business and corporate guests generate a stronger midweek presence, whereas leisure individuals are more likely to stay during weekends or peak holiday times (Hindley, 2023). Consisely forecasting these patterns is critical as enables a forward thinking approach to pricing, staffing and resource allocation in order to achieve the best financial outcome. Conversely, overestimating occupancy can result in unrealistic budgets and unnecessary losses for the hotel (Denton and Sandstrom, 2020). 
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Alongside revenue forecasting, cost forecasting is equally important, as hotels operate with both fixed and variable costs. Fixed costs remain relatively constant regardless of occupancy levels and typically include rent, insurance and base salaries (Takahashi, 2025). By contrast, the article goes onto say that variable costs fluctuate with guest activity and often involve housekeeping supplies, laundry, food and beverage stock, utilities and casual labour. ‘Industry standards suggest that many hotels have a fixed cost of 60-65% as opposed to 35-40% of variable costs’, highlighting the importance of forecasting both of these to maintain financially viable (Takahashi, 2025).
‘According to Mandelbaum, labour typically accounts for 30 to 40 percent of hotel revenue, or about half of total operating expenses’ (Actabl, 2025). It goes onto explain that acquiring this balance is essential, as if staffing levels are too high, payroll costs reduce profits, whereas if staffing levels are too low, customer service standards could decline. 
Recent increases and instability in utility costs have become major considerations for hotels, as rising expenses can significantly affect operating budgets and pricing strategies (HI Group, 2026). For example, higher energy costs may require the hotel to adjust room rates or reduce other expenditures in order to preserve profit levels. 
In addition, inflation can increase wages, food prices and maintenance costs, placing further pressure on profitability. Therefore, an important part of financial forecasting is the development of contingency plans and budget allowances to prepare for rising costs and changing economic conditions (Ankit, 2024). 
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While financial forecasting are useful tools for hotels in terms of future projecting and planning, these forecasts are not guaranteed outcomes. In fact, they are based on factors that could change (Kieser University, 2024). Some examples of these risks could include a lower tourism demand than expected, economic recession, strong local competition, rising inflation or even destructive feedback and online reviews after the opening. 
If occupancy is below expected, the hotel may struggle to cover fixed costs, which can prove detrimental to the business. However, if demand exceeds expectations, then the hotel will benefit from this. 
A strategic planning method that can help support with the uncertainty is scenario planning. This theory is designed in developing best case, expected case and worst-case forecasts, which helps to prepare responses to changing conditions, whether it be external or internal factors affecting the business (Pozo and Rouwette, 2023).
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Overall, the success of a new hotel in Swansea is likely to depend on the effective use of financial forecasting, as this process enables management to make informed decisions and achieve the best possible outcomes and financial results (Colcol, 2023). While forecasts involve uncertainty, they provide an essential framework for budgeting, risk management and strategic decision making (Lumin Account (Lumin Accountancy, 2024). In a competitive and seasonal hospitality and tourism market like Swansea, accurate forecasting can significantly improve the financial viability and long-term success of a project like a new hotel development. 
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A recommendation to enhance this hotel project is to implement a rolling financial forecast system; a dynamic planning method that continuously monitors and updates projections (Finn and Smalley, 2026). The authors go onto explain that a rolling forecast, updates revenue and cost projections regularly using real time performance, market demand and economic changes, as well as being able to review this every month for the first 12-18 months of operation. 
This method would enable a rapid response from management with scenarios including lower occupancy or rising costs. An example could be that if summer bookings exceeded expectations, staffing and pricing strategies can be adjusted accordingly. In a similar way, if winter demands declines, promotional campaigns can be introduced early to help increase these figures. 
These monthly performance reviews can help the hotel track key performance indicators such as occupancy rates, ADR, staff cost percentage and overall profits (O’Brien, 2022). Monitoring this performance data regularly would help make better decisions and maintain stronger financial control and gains.
For the introduction of a new hotel in Swansea, operating in a changing market can prove challenging, however, with a rolling forecast system, this would offer a more flexible approach as opposed to the standard annual static budget (Matone, 2026). As a result, the hotel would more likely experience better growth and profitability long term. 
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