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Buffalo, New York’s “Second City” behind the Big Apple, has a diversity of industries at work to keep the area’s economy 
and hotel demand flowing. What are the prospects for Buffalo’s hotel industry going forward, and what parts of the region 
are undergoing the most change?  

 

Introduction 

Buffalo’s location on the eastern end of Lake Erie and at the head of the Niagara River has made the city one of the nation’s 
leading inland ports, and the hydro-electric power supplied by Niagara Falls has attracted an array of industries. Buffalo is also 
New York State’s second-largest city and the economic and cultural center of the Buffalo-Niagara region. Businesses in Buffalo 
represent a diversity of sectors, including consumer goods, finance, education, tourism, gambling, and health care. The 
University of Buffalo’s three campuses (in Buffalo and Amherst) support more than 50 research centers, and several of these 
have garnered recognition on the world stage. Together, the city’s bedrock of business, education, and tourism has supported a 
strong economy and stable demand for hotels.  

The following article looks at recent developments in Buffalo, including an 
unprecedented investment initiative and trends in hotel transactions and 
performance. 

Big Investments in Buffalo  

Recent investments in Buffalo total in the billions of dollars and include 
developments ranging from government and education to health care and casinos. 
Recently completed projects include the $291-million Gates Vascular Institute, the 
$137-million Robert H. Jackson U.S. Courthouse, and the $130-million Seneca 
Buffalo Creek Casino. In addition, a 204,000-square-foot office building, a 120-unit 
hotel, and 10,000 square feet of retail space are currently under construction and 
will become the new headquarters of the Delaware North Companies. 

The Buffalo Billion initiative, developed by the Western New York Regional Economic Development Council (WNYREDC) at the 
request of Governor Cuomo, pledges approximately $1 billion in state funds to attract complementary private investment in 
excess of $5 billion. Key components include the $1.5-billion Buffalo High-Tech Manufacturing Hub at RiverBend, the $225-
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million Buffalo Medical Innovation and Commercialization Hub, the $50-million New York Genome Center, the $53-million 
Buffalo Niagara Advanced Manufacturing Institute, and the $55-million Buffalo IT Innovation and Commercialization Hub. 
Released by the WNYREDC in early 2013, the initiative aims to accelerate growth in the fields of health care, manufacturing, 
technology, and tourism. 

HARBORCENTER  

The $172-million HARBORCENTER complex is the largest privately financed project in Buffalo’s history. Funded entirely by 
Terrence Pegula, owner of the National Hockey League’s (NHL) Buffalo Sabres, the development is expected to include a 205-
room Marriott hotel, a spacious sports bar, a Tim Hortons restaurant, and two world-class ice hockey rinks.  

HARBORCENTER will be connected via an elevated sky bridge to First Niagara Center. Within hours of major hockey markets 
like Cleveland, Detroit, Pittsburg, and Toronto, the HARBORCENTER complex is anticipated to establish Buffalo as a nexus for 
youth, amateur and professional hockey tournaments and training in the U.S. and Canada. USA Hockey has already announced 
plans to host its annual All-American Prospects game and various international events at the facility in 2015 and 2016. The NHL 
is also considering the relocation of events, including the Scouting Combine, to HARBORCENTER when the facility opens in the 
spring of 2015.  

Health Care 

The healthcare sector forms a large part of the Buffalo economy, as evidenced by a multitude of new medical facilities. The $110-
million Coventus clinical and medical research facility is scheduled to open in early 2015 alongside numerous other 
developments on the Buffalo Niagara Medical Campus. Furthermore, the relocation of the University of Buffalo’s Medical School 
from Amherst to Downtown Buffalo could kick-start development on the north side of the downtown area. In April of 2013, the 
Roswell Park Cancer Institute (RPCI) broke ground on its 142,000-square-foot Clinical Sciences Center, which will house several 
expanded RPCI clinical centers when the project’s first phase is completed in early 2016. 

Economic History and Projections 

The following table illustrates historical and projected employment, population, and 
income data for the overall Buffalo market. 

The Buffalo market employs roughly 551,000 persons, and total employment is 
anticipated to improve at an average annual compound rate of 0.6% between 2013 
and 2018; total employment is expected to expand by 1.0% in 2014. The number of 
households is anticipated to improve by an average of 0.2% annually between 2013 
and 2018; Buffalo’s population is projected to contract at an average annual 
compounded rate of -0.2% during this period. Household average income is expected 
to grow by an average of 5.0% annually between 2013 and 2018. 

Employment growth forecasts for Buffalo remain positive, aided by the advanced 
manufacturing, health care, and technology boom currently underway; as such, 
income growth is expected to remain strong. While these factors make the area more 
attractive, there is some concern that weak population growth and the loss of 
younger workers to other cities could impede the area’s continued competitiveness.  
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Historical & Projected Employment, Households, Population, and Household Income Statistics 

Year

2001 542,370 —  156,684 —  105,611 —  468,570 —  1,163,170 —  $70,685 —  

2002 546,070 0.7 % 160,969 2.7 % 100,877 (4.5) % 469,410 0.2 % 1,160,770 (0.2) % 71,788 1.6 %

2003 545,130 (0.2) 163,501 1.6 96,882 (4.0) 470,160 0.2 1,158,480 (0.2) 74,701 4.1

2004 548,130 0.6 164,525 0.6 96,226 (0.7) 469,410 (0.2) 1,152,670 (0.5) 78,793 5.5

2005 546,370 (0.3) 166,265 1.1 93,299 (3.0) 467,870 (0.3) 1,144,910 (0.7) 80,190 1.8

2006 543,530 (0.5) 166,501 0.1 91,227 (2.2) 467,450 (0.1) 1,139,160 (0.5) 85,071 6.1

2007 548,470 0.9 168,268 1.1 90,334 (1.0) 468,620 0.3 1,136,900 (0.2) 89,534 5.2

2008 549,470 0.2 169,224 0.6 86,713 (4.0) 470,260 0.3 1,135,790 (0.1) 91,143 1.8

2009 535,070 (2.6) 166,217 (1.8) 79,128 (8.7) 472,120 0.4 1,135,350 (0.0) 92,302 1.3

2010 539,530 0.8 166,538 0.2 79,492 0.5 473,460 0.3 1,135,720 0.0 95,414 3.4

2011 543,430 0.7 167,251 0.4 80,941 1.8 471,400 (0.4) 1,134,960 (0.1) 101,100 6.0

2012 545,730 0.4 167,920 0.4 81,278 0.4 469,140 (0.5) 1,134,200 (0.1) 105,123 4.0

2013 551,070 1.0 169,464 0.9 80,806 (0.6) 468,170 (0.2) 1,133,870 (0.0) 107,908 2.6

Forecasts

2014 556,310 1.0 % 169,532 0.0 % 80,418 (0.5) % 468,350 0.0 % 1,133,100 (0.1) % $114,021 5.7 %

2015 567,080 1.9 172,301 1.6 80,475 0.1 470,000 0.4 1,131,410 (0.1) 121,603 6.6

2016 571,430 0.8 173,585 0.7 80,374 (0.1) 471,250 0.3 1,129,020 (0.2) 128,052 5.3

2017 571,000 (0.1) 173,721 0.1 79,651 (0.9) 472,290 0.2 1,126,700 (0.2) 133,004 3.9

2018 568,320 (0.5) 173,112 (0.4) 78,595 (1.3) 473,050 0.2 1,124,410 (0.2) 137,734 3.6

Average Annual Compound Change

2001 - 2013 0.1 % 0.7 % (2.2) % (0.0) % (0.2) % 3.6 %

2001 - 2007 0.2 1.2 (2.6) 0.0 (0.4) 4.0

2007 - 2010 (0.5) (0.3) (4.2) 0.3 (0.0) 2.1

2010 - 2013 0.7 0.6 0.5 (0.4) (0.1) 4.2

Forecast 2013 - 2018 0.6 % 0.4 % (0.6) % 0.2 % (0.2) % 5.0 %

% Chg

Industrial 

Employment % Chg

Total 

Employment % Chg

Office 

Employment % Chg

Household 

Avg. Income % Chg

Source: REIS Report, 1st Quarter, 2014

Households % Chg Population

 

The following table illustrates unemployment statistics for Erie County, the Buffalo-Niagara Falls MSA, the state of New York, 
and the U.S. from 2004 to 2013. 

 

 

Unemployment in Buffalo rose in 2008 and soared the following year, a result of the national recession. Unemployment 
remained high in Buffalo through 2012, before realizing some relief in 2013; the most recent comparative period shows further 
improvement, as indicated by the data for 2014, which is a positive sign that economic recovery in the market has taken hold. 
HVS interviews and research support an optimistic outlook for the Buffalo-Niagara Falls market going forward, especially as the 
Buffalo Billion initiative aids in revitalization.  

Year

2004 5.7 % 5.8 % 5.8 % 5.5 %

2005 5.2 5.3 5.0 5.1

2006 5.0 5.1 4.6 4.6

2007 4.8 4.9 4.6 4.6

2008 5.7 5.9 5.4 5.8

2009 8.2(S) 8.4(S) 8.3(G) 9.3

2010 8.3(E) 8.5(E) 8.6(D) 9.6

2011 7.9(E) 8.0(E) 8.2(D) 8.9

2012 8.2(E) 8.3(E) 8.5(D) 8.1

2013 7.4(E) 7.5(E) 7.7(D) 7.4

Recent Month - May

2013 7.3 % 7.3 % 7.5 % 7.6 %

2014 5.9 6.0 6.4 6.3

County State

Source: U.S. Bureau of Labor Statistics

MSA U.S.

* Letters shown next to data points (if any) reflect revised population 

controls and/or model re-estimation implemented by the BLS.

Unemployment Statistics 
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Office Market Update 

The following table details Buffalo’s office statistics, which are an important indicator of the market’s propensity to attract 
commercial hotel demand. 

Buffalo Office Statistics 

Submarket

Buffalo 102 9,600,000 7,555,200 21.3 % $17.54

Niagara Falls 18 1,008,000 924,300 8.3 13.80

Amherst 75 3,438,000 3,080,400 10.4 16.69

Cheektowaga/South 36 1,851,000 1,645,500 11.1 16.14

Airport 88 4,392,000 3,768,300 14.2 17.15

Totals and Averages 319 20,289,000 16,973,700 16.3 % $17.00

Inventory Occupied Office 

Space

Vacancy 

Rate

Average 

Asking Lease Buildings Square Feet

Source: REIS Report, 1st Quarter, 2014  

The majority of the Buffalo market’s office space is located in the Buffalo, Airport, and Amherst submarkets. While the 
resumption of new construction should further increase average asking rents, these projects are pulling against a strong tide of 
general deterioration. The departure of the three largest tenants from the former One HSBC Tower in Downtown Buffalo has left 
the future of the building—the largest 
skyscraper in New York outside of New York 

City—on unsteady footing. The foreclosure 
process is ongoing, and market officials have 
recommended a mixed-used development 
concept to prevent offloading 851,000 square feet 
of office space into the Buffalo market, which 
suffers from relatively weak absorption and 
deeply discounted rental rates. According to these 
officials, the site will likely transform into a 
mixture of lodging, office, retail and 
entertainment, and residential uses.  

The adjacent table illustrates a trend of office 
space statistics for the overall Buffalo market. 

The net absorption engendered by the One HSBC 
Tower departures is expected to affect the Buffalo 
market throughout the near term.  Helping to 
offset the loss are some substantial 
redevelopment initiatives in Downtown Buffalo, 
as numerous sites are being developed in tandem 
with the Buffalo Billion initiative, including those 
for Catholic Health System, Coventus, Delaware 
North Companies, the Hamister Group, PHH 
Mortgage, and Phillips Lytle LLP. The potential 
effects of the One HSBC Tower departures, 
however, are largely dependent on how official 
plans play out for the site. A strengthening of the 
office market is expected to coincide with the 
anticipated success of the Buffalo Billion initiative, the redevelopment of One HSBC Tower, and the relocation and expansion of 
existing employers. 

Year

2001 19,764,000 —  16,299,000 —  17.5 % $16.10 —  

2002 19,215,000 (2.8) % 15,706,000 (3.6) % 18.3 15.85 (1.6) %

2003 19,327,000 0.6 15,927,000 1.4 17.6 15.90 0.3

2004 19,553,000 1.2 15,889,000 (0.2) 18.7 15.93 0.2

2005 20,097,000 2.8 16,837,000 6.0 16.2 16.32 2.4

2006 19,923,000 (0.9) 16,996,000 0.9 14.7 16.37 0.3

2007 20,236,000 1.6 17,599,000 3.5 13.0 16.83 2.8

2008 20,297,000 0.3 17,625,000 0.1 13.2 17.05 1.3

2009 20,520,000 1.1 17,625,000 0.0 14.1 16.89 (0.9)

2010 20,065,000 (2.2) 17,204,000 (2.4) 14.3 16.82 (0.4)

2011 20,180,000 0.6 17,305,000 0.6 14.2 16.93 0.7

2012 20,204,000 0.1 17,242,000 (0.4) 14.7 16.93 0.0

2013 20,289,000 0.4 17,419,000 1.0 14.1 17.05 0.7

Forecasts

2014 20,429,000 0.7 % 17,148,000 (1.6) % 16.1 % $17.18 0.8 %

2015 20,516,000 0.4 17,224,000 0.4 16.0 17.50 1.9

2016 20,632,000 0.6 17,338,000 0.7 16.0 17.91 2.3

2017 20,800,000 0.8 17,539,000 1.2 15.7 18.38 2.6

2018 20,983,000 0.9 17,705,000 0.9 15.6 19.01 3.4

Average Annual Compound Change

2001 - 2013 0.2 % 0.6 % 0.5 %

2001 - 2007 0.4 1.3 0.7

2007 - 2010 (0.3) (0.8) (0.0)

2010 - 2013 0.4 0.4 0.5

Forecast 2013 - 2018 0.7 % 0.3 % 2.2 %

Buffalo Market

Available 

Office Space % Chg

Occupied 

Office Space % Chg

Vacancy 

Rate

Asking 

Lease Rate % Chg

Source: REIS Report, 1st Quarter, 2014

Buffalo Office Space Trends 
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New Hotel Supply in Buffalo 

The Greater Buffalo area has many hotel properties in the pipeline. In May of 2014, the 102-unit Courtyard by Marriott near 
Buffalo’s Inner Harbor opened in the former Donovan State Office Building, making it the newest addition to Buffalo’s lodging 
market. Several new hotels are nearing completion in the market, including a 153-unit Aloft near the Buffalo-Niagara 
International Airport (expected to open in September of 2014) and a 124-unit Hilton Garden Inn in the Tishman Building, 
located in Buffalo’s Central Business District (expected to open in October of 2014). The redevelopment of a facility that 
formerly housed the FWS Furniture Company is also approaching completion; the new mixed-use development will include 
commercial and residential space and a 21-unit boutique hotel.   

New hotels coming to the area over the next two years include a 137-unit Hyatt Place, which is expected to open alongside the 
redeveloped Lord Amherst Hotel in Williamsville by early 2015, and a 205-unit Marriott located in the HARBORCENTER mixed-
use development, which is scheduled to open mid-year 2015. The 250 Delaware Avenue mixed-use development, now under 
construction, will reportedly feature a 120-unit hotel operated by the Delaware North Companies. In May of 2014, construction 
began on a 108-unit SpringHill Suites by Marriott in Lancaster; the hotel is expected to open in late 2015. A combined 150-unit 
residential and lodging property in Elmwood Village, along with retail and restaurant outlets, is planned to open in late 2015 or 
early 2016. The former Trico manufacturing facility in Buffalo will reportedly be developed into a 230-unit lodging facility, 
divided into an upscale boutique property and an upscale extended-stay hotel, along with residences and retail space; this 
phased development is expected to be largely operational by early 2016. Finally, the former Richardson Olmsted complex in 
Buffalo’s Forest neighborhood will reportedly be redeveloped into an 88-unit boutique hotel and event center by 2016. 

Other projects in less definitive stages of progress include the proposed redevelopment of the former Curtiss Building in the CBD 
into a 67-unit upscale boutique property. The former Grange League Federation grain elevator and warehouse is undergoing 
transformation into the RiverWorks mixed-use development, which will feature a craft brewery, a hotel, and entertainment and 
retail attractions; construction is underway, though the opening date of the hotel remains unclear. There has been growing 
interest in the Adam’s Mark hotel in Buffalo, which is currently listed for sale. Given its proximity to HARBORCENTER, 
prospective buyers have expressed interest in renovating, rebranding, and repositioning the hotel to capture the expected influx 
of hockey-related and meeting and group demand. 

The proposed mixed-use development known as the Carlo remains speculative, as the exclusive rights agreement granted by city 
officials is set to expire before construction begins on the $75-million hotel, office, residential, and retail complex. With the 
prospective sale of the Buffalo Bills football franchise, the proposed construction of a convention center and hotel alongside a 
new stadium remains tenuous as well, even while Terrence Pegula is positioned as one of the potential buyers of the team. The 
outer harbor development site is one of approximately six sites that the team is considering for its new stadium. If Pegula’s bid is 
successful, a new lakefront stadium would most likely follow to complement HARBORCENTER as a multi-faceted sports district. 
Other bidders for the Bills include Donald Trump and the Jacobs family (owner of Delaware North Companies), both of whom 
are active in the lodging market. 

Hotel Occupancy and Average Rate Trends  

Hotel occupancy levels in the Buffalo market have rebounded since the recession, 
and HVS expects occupancy to strengthen gradually going forward. Due to a lack 
of comparable lodging options Downtown, some visitors have opted for hotels 
near Buffalo’s airports or in the suburbs. Proposed new supply is anticipated to 
help retain these sources of demand, as well as satisfy the market’s 
unaccommodated demand in general. Furthermore, Buffalo’s strengthening 
health care, manufacturing, technology, and tourism sectors should help generate 
enough demand to keep pace with the new supply.  

Leisure demand in Buffalo is largely seasonal and driven by the area’s wealth of 
historical landmarks, popular sporting events, and universities. In terms of 
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commercial demand, hotels in this market benefit from aggressive sales tactics targeting corporate groups from regional 
businesses, particularly in the slower winter months. Over the next several years, HVS expects RevPAR in the overall Buffalo 
market to strengthen gradually as hoteliers seek to maintain occupancy while pursuing higher average rates.  

Hotel Investment and Values 

As demand fundamentals remain positive and 
inventory is upgraded, the market is poised to 
maintain strong occupancy levels while realizing 
more aggressive average rate growth. Therefore, 
hotels should register multiple years of mid-single-
digit RevPAR growth and realize healthy increases 
in value, particularly in 2016 and 2017. The 
following chart, which incorporates data from the 
latest HVS Hotel Valuation Index (HVI), illustrates 
historic and projected trends in hotel values in 
Buffalo versus the nation as a whole.1 

Conclusion 

Buffalo residents, visitors, and businesspeople—
including hoteliers—look forward to the continued 
development of Downtown Buffalo and the bevy of projects associated with the Buffalo Billion initiative. The expansion of the 
health care and technology sectors represents a growing focus on evolving the local economy and encouraging innovation and 
entrepreneurship. There has even been a push to improve neighborhoods throughout the Greater Buffalo-Niagara area, which 
bodes well for attracting new residents, businesses, and investments. The future of office supply dynamics in Buffalo largely 
depends on the fate of the former One HSBC Tower, though most expect the proposed mixed-use complex for the site to come to 
fruition. Even with an influx of new hotel supply in the heart of the market on the horizon, opportunities still exist and should 
come to light under the well-advised watch of hotel stakeholders with interests in the area. Overall, the prospects for investment 
in Buffalo’s hotel industry appear positive over the long term. 

 

 

 

© HVS July 2014 

                                                        
1 It should be noted that values in Buffalo were largely insulated from the Great Recession due to reduction of market inventory by approximately 2.4% in 2008 

and 3.0% in 2009, which in turn supported occupancy and average rate growth during those years as demand was pushed to other hotels within the Greater 
Buffalo market.   

Change in Value for Market 
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About HVS 

HVS is the world’s leading consulting and services 
organization focused on the hotel, mixed-use, shared 
ownership, gaming, and leisure industries. Established in 
1980, the company performs 4,500+ assignments each year 
for hotel and real estate owners, operators, and developers 
worldwide. HVS principals are regarded as the leading experts 
in their respective regions of the globe. Through a network of 
more than 30 offices and 450 professionals, HVS provides an 
unparalleled range of complementary services for the 
hospitality industry. www.hvs.com  

Superior Results through Unrivalled Hospitality Intelligence. 
Everywhere. 

HVS Philadelphia works extensively on hotel appraisal and 
feasibility assignments throughout New England and the Mid-
Atlantic region. Our hotel experts offer advisory and appraisal 
services for all branded and independent limited-, select-, and 
full-service hotels and resorts. We invest in our associates' 
continual training and education, benefiting you with a 
consulting and valuation team keenly abreast of the latest 
market conditions and trends.  
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