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A market in peril is rarely good news for investors. However, if the biggest challenge is the lack of 

supply and the opportunity comes with extensive government incentives the picture changes. The 

natural beauty of French Polynesia’s five diverse archipelagos coupled with a rich culture present a 

unique travel and tourism experience. Who will be ready to capitalize on the next upcycle in the 

market as it emerges from the pandemic? 

Overview 

French Polynesia is a far-flung country of more than 118 islands grouped in 5 archipelagos in the 

South Pacific spread over an area comparable to the European Union. Home to a predominantly 

services economy, major industries include pearls, agricultural products and processing (vanilla, 

coconut products), fisheries and – tourism, at around 13% of GDP. The government (both French and 

Polynesian) is a major employer, though unemployment is high. A French military presence lends 

significant support to the local economy. 

The local currency (Pacific Franc - XPF) is pegged to the Euro. Exchange rate fluctuations between 

the Pacific Franc and the US Dollar impact tourism receipts given that the major source market for 

high-end tourists is the United States. 

The local population of around 300,000 is predominantly Polynesian at 66% with various mixed 

ethnicities, European and East Asian/Chinese representing the balance. Most of the population lives 

on the main island of Tahiti (~69%) home to the capital of Papeete as the sole urban centre. The 

main language is French with various Polynesian dialects spoken across islands (for example Tahitian 

and Marquesan). Colonization also brought missionaries with them, resulting in Christianity 

becoming the dominant religion in the islands. 

History and Governance 

Akin to other Pacific nations, French Polynesia’s Society Islands were first settled by Polynesian 

seafarers of remarkable celestial navigational skills around AD 1000 from Samoa and Tonga. Within 

a relatively short time span they dispersed further, to settle in the Marquesas, Gambier Islands, 

Hawai’i, New Zealand, and Easter Islands. The settlers established local chiefdoms and kingdoms 

with a well-coordinated cultivation of the land. Several western explorers ventured through 

Polynesia starting with Ferdinand Magellan from 1521. James Cook made the most lasting 

impression, first arriving in 1769 and again in 1773 and 1777. Foreigners also brought western 

diseasing seeing a decimation of the local population. Following on to missionary works from 

England (Protestant) and France (Catholic), the latter started to annex and colonize the islands from 

1842 through 1889. In the 1900s, gradually more autonomy was granted to the “French 

Establishments in Oceania”. Various nuclear tests conducted by the French military from the 1970s 

to 1990s caused major resistance and calls for further self-governance. Currently, the President of 

French Polynesia is appointed by the territorial assembly. As a French overseas collectively, the 
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government has no jurisdiction on justice, university education, security and defence (all under 

French control). 

Culture 

Polynesia has a vivid culture which plays a key part in tourism too. Spirituality, music (drums, ukulele, 

and guitars), song & dance, tattoos (most famous in the Marquesas), flowers and crafts (plaiting of 

vegetable fibres into hats, baskets etc, decorated linen, woodwork, pearl & shell jewellery and, more 

recently, rum). Many resorts provide a cultural showcase evening with various forms of dance and 

music. Sports are popular whereby outrigger canoes (va’a) of different sizes are the national sport. 

Various canoe races are held including the long-distance Hawaiki Nui Vaa – a 3-day, 129 kilometer 

endurance feat spanning four islands. Another famous water sport activity is surfing, with one of the 

most famous waves in the world located off Tahiti Iti: Teahupoʻo home to many international pro 

competitions and solid world championship tour stop. It will host the surfing competition for the 

2024 Summer Olympics in Paris, making it the longest distance between a venue and host city. 

Access 

LOCATION MAP – FRENCH POLYNESIA 

 
Source: Air Tahiti Nui 

French Polynesia is a rather remote destination, predominantly accessible by air, as is inter-island 

transport. This will create challenges when the carbon footprint of tourism will be scrutinized more. 

Not only guests, but also many of the goods consumed are all imported from far away. The remote 

location can be attributable why not many travellers have ventured to the archipelago, similar to 
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other islands in the South Pacific. The easiest way to understand where Tahiti is located, is by drawing 

a straight line from Auckland, New Zealand to New Orleans, Louisiana. The route will pass over Tahiti 

after 4,000km. Alternatively, go about same distance south from the Island of Hawai’i, which is 

6,840km east of Cairns, Australia. In all scenarios, there will be a lot of water between the point of 

origin and Tahiti. Direct flights to Tahiti’s Faa’a International Airport are available from Auckland, 

Nouméa, Tokyo, Honolulu, Seattle (from October 2022), San Francisco, and Los Angeles all on wide-

body jets. Air France, Air Tahiti Nui connect to Paris Charles-de-Gaulle via LAX and Low-Cost Carrier 

French Bee connects to Paris-Orly via San Francisco. Air Tahiti provides access to 47 domestic 

airports plus Rarotonga in Cook Islands via a fleet of 9 ATRs and 5 smaller turbo-prop aircraft. 

Cruises 

Another popular mode for visiting the islands in the South Pacific is by boat or cruise ship. The cruise 

industry has seen its ups and downs over the years. A handful of ships have their home port in 

Pape’ete including the 332-passenger Paul Gaugin, the Aranui cargo ship serving the Marquesas 

and the sailing cruise ship WindSpirit and were operating in 2020 and 2021. Several other cruise 

ships visit the islands on a seasonal basis and all major cruise lines have announced itineraries either 

in 2022 or 2023. 

DETAIL 1 – NUMBER OF CRUISE PASSENGERS, FRENCH POLYNESIA, 1995-YTD APRIL 2022  

 
Source: ISPF, AP Research 

French Polynesia’s cruise industry grew to more than 10,000 passengers from 1995 onwards. As 

shown in the Detail above, it has been a choppy ride with downturns after 9/11, the Global Financial 

Crisis and worst of all, COVID-19. The economic benefit from cruises to the destination is often 
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limited, in particular when ships only supply at a port of call and operators are based overseas. That 

being said, vessel’s home ports usually benefit economically from embarking and disembarking 

passengers. In the case of Tahiti, this provides a certain level of demand for hotels prior to 

embarkation and at the end of the cruise and more important airplane seats to access the destination. 

Given the long distances to source markets, cruise ship demand is critical for the local, state-owned, 

long-haul airline “Air Tahiti Nui”. 

Major Islands 

MAP OF FRENCH POLYNESIA 

 
Source: Worldatlas 

Tahiti – the largest Island in French Polynesia with the tallest peak, largest population, capital city 

(Pape’ete), administrative and commercial center and main airport. Virtually every visitor to the 

country will pass through Tahiti at some point of their journey to transit from international flights to 
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a domestic flight. Due to flight schedules, it is common to spend one or two nights on the island 

before setting off to Mo’orea or Bora Bora. Pape’ete is a port of call for many cruise ships in the 

south Pacific and home port to several ships. Tahiti does not have extensive lagoons that are 

characteristic to many of the other islands in the country and thus does not see tourists stay for very 

long. Tahiti is famous for Captain Cook’s visits, the first one in 1769, and in 1788 was the main 

destination of the HMS Bounty – ship of the novel ‘Mutiny on the Bounty’. The island features a few 

international hotels that combine a resort vibe with business facilities that also cater to local catering 

and F&B demand. The majority of hotels, guesthouses and AirBnB are located in or at a short 

distance from Pape’ete. Exceptions are guesthouses near Teahupoʻo. 

MO’OREA AS SEEN FROM FAA’A INTERNATIONAL AIRPORT ON TAHITI 

 

Mo’orea – the tranquil island of Mo’orea is located a short ferry ride (or flight) across 18 kilometres 

of open ocean. The heart-shaped island welcomes visitors with pristine waters and lush landscape 

of a tropical garden intersected by picturesque bays. Mo’orea is all about relaxation and outdoors 

activities either on the water or up the steep hills through pineapple plantations. Given its easier 

access from Tahiti via ferry, Mo’orea developed a sizeable inventory of resorts on its northern coast 

starting with a famous Club Med resort (on 37 hectares of land) in 1963 (closed in 2004 due to a 

land dispute). Mo’orea changed the hospitality industry in another way: in the 1960s it saw the first 

overwater bungalow in the world. 
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MAP –SOCIETY ISLANDS WITH LEEWARDS AND WINDWARD SECTIONS 

 
Source: Worldatlas 

Bora-Bora – the quintessential island of the South Pacific is easily recognized by its towering 

volcanic Mount Otemanu surrounded by a crystal blue lagoon. The island was an independent 

kingdom until 1888 and became a US military base during WW2 from 1942 to 1946. The air strip 

built then was the country’s only international airport until 1960. The world war legacy did much 

more than enhance the islands infrastructure: it brought writer James Mitchener to the South Pacific 

who would go on to win a Pulitzer prize who called it “the South Pacific at its unforgettable best” 

and “the most beautiful island in the world.” This was the foundation for Bora Bora to become the 

ultimate honeymoon destination for North Americans. Notably, aside from revelling in the island’s 

beauty and swim in the lagoon (or snorkel with sharks and stingrays none the less) there aren’t many 

other things to do. The island is home to the majority of high-end resorts in the country, the highest 

performing of which are located on ‘motus’, islet formed by broken coral and sand close to the coral 

barrier reef surrounding the island. 
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BORA BORA WITH ITS LANDMARK MOUNT OTEMANU 

 

Raiatea & Taha’a – The twin islands are often overlooked by tourists rushing back and forth between 

Tahiti or Mo’orea and Bora Bora. Too little time for too many places to go. If Mo’orea is quiet, Raiatea 

is idyllic and Taha’a is pristine. There is little development on both islands, Raiatea being slightly 

more happening as Uturoa is the administrative capital of the Leeward Islands. That being said, 

Raiatea is rich in history, as the origin of the Maori people of New Zealand. It is further home to 

Polynesia’s only UNESCO World Heritage site, only second in the Pacific to Rapa Nui in the Easter 

Islands. Marae Taputapuatea is the oldest cultural site in the Pacific and consists of several 

rectangular courtyards on sacred land used for worship, learning of religion and navigation as well 

as sacrifice and coronations. During an expansion of a South Pacific alliance, marae were established 

in New Zealand, Hawai’i, Cook Islands, Tonga, Samoa, Easter Islands and Tahiti with Raiatea at its 

core, though few were preserved. Raiatea was popular among cruise ships who had passenger 

disembark on a half-day itinerary to Taputapuatea, though fewer ships arrive nowadays and large 

ships with more than 3,500 passengers are banned altogether since the beginning of 2022. Raiatea  
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The sister island of Taha’a on the other hand is most famous for its agriculture, specifically Tahitian 

vanilla, immaculate pearls and copra. Tourism being the other economic activity with only one major 

resort and a few smaller ‘boutique’ properties, guesthouses and pensions. Notably, Raiatea does not 

have any larger hotel or resort. 

The Atolls: Rangiroa, Fakarava & Teti’aroa – for those who don’t enjoy forests and steep hills on 

volcanic islands or looking at them from Motu islands on the barrier reefs, there are plenty of atolls 

in French Polynesia. Rangiroa and Fakarava are more commonly visited by tourists for diving and 

their pristine environment with abundant wildlife both above and below the water. Passes that feed 

into the lagoon provide ample opportunities to observe lemon, whitecap, tiger and hammerhead 

sharks as well as manta rays, stingrays, green sea turtles, and humphead wrasses. There are two 

resorts on Rangiroa and only guesthouses on Fakarava. Teti’aroa on the other hand used to be a 

sacred, uninhabited island, reserved for Tahitian royalty and a major bird sanctuary. Marlon Brando 

leased the island in 1967 and a LEED platinum ultra-luxury resort ‘The Brando’ opened here in 2014 

attracting celebrities from around the world. Access is facilitated via a short, 15-minute charter flight 

from Tahiti. 

UA POU – MARQUESAS ILANDS 

 
Source: www.actualidadviajes.com 

The Marquesas Islands are a group of islands with a distinct identity from the Society Islands. 

Located 1,370 kilometres northeast of Tahiti, the Marquesas can only be accessed by smaller planes 

from Pape’ete via a 3h15min flight, taking the meaning of ‘remote’ to another level. The fifteen 

islands are the wildest and best preserved in all of French Polynesia. Only 10,000 people live on the 

six inhabited islands. In 2021, French President Emmanuel Macron endorsed a bid for the Marquesas 

Islands to become a UNESCO World Heritage site for both their natural and cultural heritage. 

Another claim to fame are the two burial sites of French painter Paul Gaugin and Belgian singer-

songwriter Jacques Brel on Hiva-Oa. To explore the islands, travellers need time and patience, since 
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flights may not operate on schedule due to inclement weather conditions. There are no major resorts 

in the Marquesas though cruise ships do call on the islands.  

Visitor Arrivals 

As a far-flung island destination, French Polynesia can only be accessed by air (or in smaller numbers 

by sea, which is uncommon, cruises aside). Given its location and political affiliation with France, the 

two main source markets are the US (mainly from the West Coast and historically Los Angeles) and 

France. Other Europeans markets, in particular from Italy, are strong in Mo’orea and in Bora Bora. 

Australia, New Zealand and New Caledonia provide additional visitor arrivals from nearby, though 

not all are high-end tourists. From Asia, Japan used to be a strong feeder market in particular for 

honeymoon and scuba diving, reflect in a direct flight from Narita on Air Tahiti Nui. However, 

numbers started declining after the GFC and have not recovered since. China started to show some 

growth, however access and long flight distance, novelty of the destination and general availability 

of alternatives limited further pickup prior to the pandemic. 

DETAIL 2 – VISITOR ARRIVALS, FRENCH POLYNESIA, 2007-2021 

 
Source: ISPF, AP Research 

The GFC was a major setback to French Polynesian visitor arrivals, dropping almost 30% from 2007 

to 2011. It wasn’t until a decade later in 2019 that visitor arrivals exceeded reached a new record 

high of 233,000. Notably the composition became more concentrated with US and France increasing 

their respective shares by 6 percentage points, whereas all other markets registered declines, in 

particular Other Europe and Asia. This shift can be attributed to the price inelasticity for demand 

from France given close political and cultural ties. On the other hand, demand from the United States 

is more elastic and strengthening Euro-Dollar exchange rates and the tech boom on the West Coast 
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coupled with high-end resort offerings make French Polynesia increasingly attractive for high-

spending travellers. Air Tahiti Nui also expanded its service network with codeshare partners over 

the more recent past to reach into Texas, Northern California, and the East Coast. United also added 

flights from San Francisco. During the pandemic visitor arrivals plummeted, though France and US 

demand were the most resilient, dropping +/-60%. 

DETAIL 3 – MONTHLY VISITOR ARRIVALS, JANUARY 2019 – MARCH 2022 

 
Source: ISPF, AP Research 

While 2019 exhibited a normal seasonality pattern in visitor arrivals, 2020 showed the impact of the 

pandemic from March. The pandemic culminated in two shutdowns from April to June 2020 and 

again from February to April 2021, as the destination battled respective waves of COVID-19 variants. 

The recovery in 2021 was buoyant, driven by strong US demand. The early trend for 2022 bode well 

for the destination towards a quick recovery. Enhanced connectivity to Seattle and code share with 

Alaskan airlines into British Columbia and Oregon, is about to open up an entire new source market 

for French Polynesia. Come 2023, seat capacity into Tahiti will exceed 2019 levels. 

Hotel Supply 

While airlift and visitor arrivals are critical for a tourism industry, the needs for accommodation are 

not far behind. In French Polynesia they are in a delicate balance, at times set off by sporadic demand 

from cruises. 
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DETAIL 4 – HOTEL SUPPLY BY LOCATION, FRENCH POLYNESIA, 2006-YTD APRIL 2022 

 
Source: ISPF, AP Research 

As shown in Detail 4, the hotel supply in French Polynesia saw a steady decline after the GFC, a shock 

the market did not recover from close to 3,300 rooms in 2009 down 22% to 2,500 pre-COVID in 

2019. Various, mostly temporary, closures during COVID saw supply drop further in 2020. Data for 

April 2022 shows a positive trend of hotel reopenings. However, the overall decline was more 

pronounced in the Leeward Islands, which include Bora Bora, Huahine and Raiatea. While Bora Bora 

has proven to be more resilient, the challenges of having supply in the right location becomes more 

critical. 
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DETAIL 5 – LIST OF MAJOR HOTELS IN FRENCH POLYNESIA 

Property Name No. of Rooms Location

Bora-Bora Pearl Beach Resort & Spa 108 Bora Bora

Conrad Bora Bora Nui 114 Bora Bora

Four Seasons Resort Bora Bora 115 Bora Bora

Hotel Royal Bora Bora 80 Bora Bora

InterContinental Bora Bora Resort Thalasso Spa 88 Bora Bora

InterContinental Le Moana Bora Bora 61 Bora Bora

LeMeridien Bora Bora 98 Bora Bora

Sofitel Bora Bora Marara Beach Resort Hotel 55 Bora Bora

Sofitel Bora Bora Private Island Hotel 31 Bora Bora

The St Regis Resort Bora Bora 90 Bora Bora

Hilton Moorea Lagoon Resort & Spa 106 Moorea

Hotel Manava Beach Resort & Spa Moorea 90 Moorea

Sofitel Kia Ora Moorea Beach Resort 110 Moorea

Hotel Kia Ora Resort & Spa 60 Rangiroa

Le Taha'a Island Resort & Spa 57 Taha'a

Hilton Hotel Tahiti 200 Tahiti

InterContinental Resort Tahiti 246 Tahiti

Le Tahiti by Pearl Resorts 91 Tahiti

Tahiti Ia Ora Beach Resort by Sofitel 146 Tahiti

Tahiti Nui Hotel 91 Tahiti  
Source: AP Research 

The local authorities further classify lodging facilities into three categories: Tourisme (2-star), Grand 

Tourisme (3-star) and Luxe (4- and 5-star). Easily perceived as a luxury destination given Bora Bora’s 

imagine, French Polynesia caters to many visitors from France (referred to as “Métropole”). These 

visitors tend to stay much longer, say +30 days, given the length of holidays and number of leave 

days, particularly during the summer months. Visitors from France rarely stay in high-end hotels, 

seeking more pragmatic lodging off the beaten path. The following Detail charts supply by 

positioning from 2006 to YTD March 2022. 
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DETAIL 6 – HOTEL SUPPLY BY POSITIONING, FRENCH POLYNESIA, 2006-YTD APRIL 2022 

 
Source: ISPF, AP Research 

Detail 6 reveals the structural challenges to French Polynesia’s hotel supply landscape. The largest 

declines in supply occurred in the Luxe segment representing the most lucrative, yet also most 

challenging segment of the market. Critical to the overall tourism industry, these declines again hurt 

not only tourism revenues but also work against building airlift capacity. 

DETAIL 7 – HOTEL CLOSINGS, FRENCH POLYNESIA, 1980-2020 

Name Closing date Island Name Closing date Island

Bel air 1980 Tahiti Fare Nana’o 2004 Tahiti

Holiday Inn 1988 Tahiti Moorea Village 2005 Moorea

Hyatt 1990 Bora Bora Ferme de Toovii 2006 Nuku Hiva

Club Med Nunue 1991 Bora Bora Prince Hinoi 2007 Tahiti

Cook’s Bay 1993 Moorea Hilton 2008 Tahiti

Hana Iti 1994 Huahine Hotel Bora Bora 2008 Bora Bora

Tetiaroa 1998 Tahiti Kia Ora 2009 Rangiroa

Bali Hai 1998 Huahine Club Med Anau 2009 Bora Bora

Huahine Beach Club 1998 Huahine Bellevue 2009 Huahine

Tahaara (Hyatt) 1998 Tahiti Bora Bora Lagoon Resort 2010 Bora Bora

Mareva Village 1999 Tahaa Relais de la Maroto 2010 Tahiti

Huahine Village 2000 Huahine Viapoe Farm 2010 Tahaa

Shogun 2000 Tahiti Novotel Rangiroa 2010 Rangiroa

Royal Papeete 2000 Tahiti Sofitel Tahiti Maeva Beach Resort 2012 Tahiti

Paladien 2000 Huahine Hawaiki Nui 2015 Raiatea

Matavai 2003 Tahiti Hilton Bora Bora 2016 Bora Bora

Sofitel Heiva 2003 Huahine Aimeo/Club Bali Hai 2018 Moorea

Club Med Anau 2004 Moorea Intercontinental Moorea 2020 Moorea  
Source: Philippe Bachimon, AP Research 

Detail 7 shows hotel closings (including some temporary ones), since 1980. The decline in supply is 

most evident in Tahiti but also Huahine and Moorea. This concentration of supply towards Bora Bora 

and Tahiti of late is driven by performance and necessity. We will elaborate on the matter of 
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performance further below. Tahiti as the gateway to the Islands has had a fairly important role where 

guests stay after their arrival from overseas or, more common, before their departure. When more 

islands (other than Bora Bora and to some extent Mo’orea) were attracting tourists, Tahiti had a 

wider demand spectrum to service and thus could sustain more hotels at the right positioning. Over 

the years, the demand for Bora Bora moved more upscale rendering some hotels in Tahiti unable to 

compete for that demand given their location or general standard. Their demise in turn limits the 

overall availability of rooms compared to airlift capacity creating a bottleneck to the market by 

pricing out certain segments. While flights can be added with relative ease, the decrease in supply 

in Tahiti is a major concern, which is a symptom of the dominance of Bora Bora attracting visitors 

among the different islands. Notably, AirBnB offerings have increased significantly in Tahiti to cater 

to overflow demand from hotels. In a market difficult to navigate for first-time visitors due to 

language barriers and the need to book domestic flights, characterized by very active Destination 

Management Companies alongside an increase in LCCs bringing FIT demand, this should be seen 

as a symptom of poor management rather than a success story for the destination. 

Hotel Performance 

To understand the performance of hotels better, we have reviewed RevPAR performance (in Pacific 

Franc) for the three hotel tiers along with occupancy for the Luxe segment. 

DETAIL 8 – HOTEL REVPAR PERFORMANCE BY POSITIONING, FRENCH POLYNESIA, 2006-YTD APRIL 2022 (XPF) 

 
Source: ISPF, AP Research 

In general, the Tourisme segment registered only modest RevPAR declines in 2009 of 5%, whereas 

Grand Tourisme decreased 14.5% and the Luxe segment 20.2% after a decline of 15.5% in the year 

prior. The Luxe sector only recovered its 2006 performance after eight years in 2013, following the 
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closing of the Sofitel Tahiti Maeva Beach Resort. The entire market experienced robust growth from 

2012 through 2018 as luxury hotels in Bora Bora, including the Four Seasons and St Regis came into 

their own and started driving average rates increasingly higher. The tightening supply there following 

the closing of the Hilton Bora Bora Nui further helped properties to yield more effectively. After 

completing renovations and repositioning to the Conrad Bora Bora Nui, the significant inventory 

coming back into the market slowed RevPAR growth in 2018 and 2019. Under pressure from AirBnB, 

the Tourisme segment registered a drop in RevPAR in 2019 of 10.1%. COVID took its toll on the 

market with RevPAR declines of 31.9% for Luxe hotels, 44.4% for Grand Tourisme hotels and 33.7% for 

Tourisme hotels. The market was able to recover in 2021, yet still facing a setback between six and 

ten years. 2022 started positively in the four months – the booking trend for the remained of 2022 

is the strongest ever for both occupancy and revenues. The limited supply in general bodes well for 

properties to be able to yield more effectively. Indeed, the average rate premium of luxury hotels in 

Bora Bora continued to increase significantly over other properties and other islands, underlining 

how the tourism industry is becoming more ‘concentrated’. At the same time, property upkeep on 

one side and competitive pricing for airfares (speak sufficient airlift) are important to maintain a 

delicate balance. In fact, the destination may well need more hotels, at the right positioning, in the 

medium- to long-term in Mo’orea, Tahiti and Bora Bora. The potential to bring tourists to other 

islands such as Huahine should help to add volume and stabilize the industry. This will likely be the 

biggest challenge in growing the market: offering the right product in the right location. 

Looking at profitability, further challenges emerge. Operating costs in French Polynesia are relatively 

high. While labor costs are subject to inflationary pressures, the profitability of food and beverage 

due to many imported items and the need to operate multiple outlets for a captive audience with 

few or no walk-ins is challenging. In addition, maintenance costs are elevated due to exposure to 

the tropical elements and utility costs are high in absence of photovoltaic plants – which are not 

quite as common as one would think given the scale of installations needed. Lastly, insurance 

expenses are relatively high and staff housing can layer on another cost. Luxury hotels in general 

fare better to drive a healthy bottom line. However, properties in Tahiti can face challenges in terms 

of driving topline revenues while standards require an extensive food and beverage operation. The 

market has yet to evolve beyond the all-or-nothing duality, which presents an opportunity for 

creative concepts. 

Défiscalisation 

While investors need to contend with the aforementioned challenges, there is a distinctively French 

tax incentive in place called “défiscalisation” that can even help finance a project. Two separate 

défiscalisation (“défisc” in short): at the local level and national level. The two are largely the same, 

though different limits apply. Essentially, a developer obtains a third line of financing in the capital 

stack, reducing needs for equity and even more important, debt financing. In certain cases, the 
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available tax credit via défisc can attain as much as 90% of the project, though 60% to 75% are more 

common. The mechanism pledges shares of the project prior to construction with a designated 

investor, who automatically sells those back to the developer upon completion. Designed as an 

income tax subsidy, proceeds are then paid out over specified period of 5 to 12 years. The proceeds 

(at percentage of the subsidy given) are paid back to the developer after the period time lapses. This 

makes development of new hotels considerably more attractive, however, can have the side effect 

of absentee ownership once the funds are recuperated. Any investor into the hotel industry should 

take advantage of these subsidies. The laws are in effect over a limited period only but have been 

renewed on previous occasions and in case of the local subsidy also expanded as a response to the 

pandemic to stimulate investment. 

What’s needed? 

The COVID-19 pandemic has shamelessly exposed the vulnerabilities of the tourism industry in 

French Polynesia. As a remote island destination, the challenges are manifold. Certainly, scaling up 

hotel supply while diversifying away from Bora Bora under a sound tourism strategy are the top 

priorities. Adding new supply is likely the easiest of the three steps. Investors who are confident in 

the US (west coast) economy and realize the benefit of the défisc still can find opportunities to invest 

in the islands. Innovative concepts that can bring a lifestyle experience and a fresh approach to food 

& beverage across the price spectrum in attractive locations will have an opportunity to drive 

performance. Even a branded budget hotel (yes, talking about you Ibis) in Papeete will be able to 

perform well. Though location and size will be critical. 

Altogether, investing in French Polynesia is not for the faint of heart. Investing in resorts rarely is. As 

always, the question stands: are the rewards worth the risk? Savvy investors may just find a way to 

seize the day. 
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