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1. Executive Summary
International tourism is strongly affected by changes in the wider economy. Tourists need sufficient disposable income to travel, while tourism businesses depend on stable prices, reasonable borrowing costs, predictable exchange rates and continued economic growth. This report examines how inflation, exchange rates, interest rates and national income influence international tourism demand and the economies of tourism destinations.
A major focus is placed on exchange rates. When a destination's currency becomes cheaper against foreign currencies, international visitors may receive more local currency for their money. Hotels, food, transport and entertainment can therefore appear less expensive. This can increase a country's price competitiveness and encourage international tourism. However, depreciation does not always create a positive result. A weaker currency can increase the cost of imported fuel, food, technology and equipment. These higher business costs may contribute to inflation and eventually reduce some of the original price advantage.
The report uses Türkiye and Sri Lanka as case studies. Türkiye experienced high inflation while continuing to attract a very large number of visitors. Official statistics show that tourism income increased by 6.8% in 2025 to approximately US$65.2 billion, while the number of departing visitors increased by 2.7% to approximately 63.9 million (TurkStat, 2026).
Sri Lanka provides a different example. The country experienced a severe economic and foreign exchange crisis but later achieved greater economic stability and a strong tourism recovery. Tourist arrivals increased by 15.1% from 2.05 million in 2024 to approximately 2.36 million in 2025 (Sri Lanka Tourism Development Authority [SLTDA], 2026). However, tourism earnings increased by only 1.6% to approximately US$3.2 billion, showing that increasing visitor numbers does not automatically create equal growth in tourism revenue (Central Bank of Sri Lanka [CBSL], 2026).
The report recommends that destination management organisations and hospitality businesses avoid depending only on a weak exchange rate to attract tourists. Instead, they should diversify source markets, focus on higher-value visitors, use flexible pricing, control costs, manage foreign-currency risk and build financial reserves. Governments should also maintain credible monetary and fiscal policies because long-term tourism competitiveness depends on economic stability as well as low prices.

2. Introduction
Tourism is an important part of the global economy because spending by visitors supports hotels, airlines, restaurants, travel companies, local transport, attractions and many other businesses. Tourism also generates employment and foreign exchange income for destination countries. Because many tourism services depend on international customers, changes in the wider economy can have a significant effect on demand.
International tourism has continued to recover strongly following the major disruption caused by the COVID-19 pandemic. UN Tourism reported that approximately 1.4 billion international tourist arrivals were recorded globally in 2024, marking a return to approximately pre-pandemic levels. International tourist arrivals also increased by approximately 5% in the first quarter of 2025 compared with the same period of the previous year (UN Tourism, 2025).
However, recovery in tourist numbers does not mean that every tourism destination faces the same economic conditions. Some destinations experience low inflation and stable currencies, while others experience high inflation, currency depreciation, high interest rates or weak economic growth. These differences influence both tourists and tourism businesses.
Four macroeconomic variables are particularly important. The first is inflation, which measures the general increase in prices. The second is the exchange rate, which determines the value of one currency compared with another. The third is the interest rate, which affects borrowing, saving and investment. The fourth is national income or economic growth, because stronger household income usually increases people's ability to spend money on travel.
These variables are connected. For example, a country may allow interest rates to rise in order to reduce inflation. Higher interest rates can reduce borrowing and consumer demand, but may also support the national currency. A stronger currency may make foreign holidays cheaper for residents but make the destination more expensive for international visitors. Therefore, managers and governments cannot examine each variable separately.
This report evaluates how these macroeconomic developments affect international tourist arrivals and destination economies. It also examines how monetary and fiscal policy can respond to economic downturns. Türkiye and Sri Lanka are used as case studies because both countries demonstrate the importance of inflation, exchange rates, tourism receipts and government economic policy.

3. Microeconomic Analysis and Market Structure
3.1 Tourism Demand and Price
Although the main subject of this report is macroeconomics, tourism demand begins with the decisions of individual consumers. In economics, demand refers to the amount of a product or service that consumers are willing and able to purchase at different prices.
Normally, when the price of a holiday increases, the quantity demanded will decrease, assuming other factors remain unchanged. For example, if hotel prices, airline tickets and restaurant prices all increase significantly in one destination, some travellers may choose another country.
International tourists normally have many substitute destinations. A European tourist looking for a beach holiday may consider Türkiye, Greece, Spain, Cyprus or another Mediterranean destination. If one becomes substantially more expensive, demand may move towards competing destinations.
The responsiveness of demand to a price change is known as price elasticity of demand. Tourism can be relatively price sensitive because holidays are often discretionary rather than essential purchases.
Research provides evidence of this relationship. Falk (2015) examined tourism demand and exchange-rate changes for Austrian mountain destinations and found that tourism demand from Swiss visitors was highly sensitive to exchange rates and relative prices. The estimated exchange-rate elasticity ranged from approximately -1.5 to -2.2 depending on the model used.
However, elasticity differs between types of tourist. A wealthy luxury traveller may be less sensitive to an increase in hotel prices than a student or family travelling on a limited budget. Business travellers may also be less sensitive because their journey may be necessary.
Therefore, tourism managers need to understand their target market rather than assuming that all tourists react to prices in the same way.

3.2 Income and Tourism Demand
Income is another important influence on tourism demand. International holidays can be considered a normal or even luxury good for many households. As household income increases, people normally have more money available for non-essential spending such as holidays.
This relationship can be measured through income elasticity of demand:
Income Elasticity of Demand = Percentage change in quantity demanded ÷ Percentage change in income
When economies grow and household incomes increase, outbound international tourism can increase. The opposite may happen during a recession. Households facing unemployment or falling real income may delay a holiday, travel domestically instead of internationally, choose a cheaper hotel or reduce the length of the trip.
Recent academic evidence also supports the importance of income. Jaffur et al. (2024), using data from 17 tourism source markets for Mauritius between 1999 and 2019, found that income in tourists' home countries had a positive and significant long-run effect on tourism demand. The same research found negative effects from exchange-rate volatility.
This means that a destination may become cheaper but still experience weak demand if important source countries are in recession. Tourism managers therefore need to monitor economic conditions in both the destination and the countries from which their customers travel.

3.3 Exchange Rates and Price Competitiveness
Exchange rates connect microeconomic consumer decisions with the wider macroeconomy.
Consider a British tourist travelling to a destination where the local currency weakens against the pound. The tourist receives more units of local currency for each pound exchanged. If local prices do not increase equally, accommodation, meals, shopping and local transport become cheaper when measured in pounds.
This increases the destination's price competitiveness.
Dwyer, Forsyth and Rao (2002) explain that tourism price competitiveness is influenced by both exchange rates and domestic prices. This distinction is important because currency depreciation does not automatically create a permanent competitive advantage. If domestic inflation rises quickly, the benefit of depreciation can be reduced.
Seetaram, Forsyth and Dwyer (2016) also demonstrate that tourism demand should not be analysed through nominal exchange rates alone. Their research developed a tourism price competitiveness index and found that this wider measure performed better than simply using the real exchange rate to explain outbound tourism demand.
A simple transmission mechanism can therefore be shown as:
Currency depreciation → destination cheaper for foreign visitors → tourism demand may increase → hotel occupancy and visitor expenditure may increase → tourism income and foreign exchange earnings may rise
However, there is another possible chain:
Currency depreciation → imported fuel, food and equipment become more expensive → business costs rise → inflation increases → hotel and transport prices increase → part of the original tourism price advantage disappears
This explains why macroeconomic stability is important for tourism competitiveness.

3.4 Supply-Side Effects
Macroeconomic changes also affect tourism businesses through supply.
Hotels purchase food, energy, cleaning materials, technology and equipment. Airlines depend heavily on fuel and aircraft-related costs, many of which are priced internationally. A weaker domestic currency can therefore increase operating costs.
High inflation may also cause employees to demand higher wages because their living costs have increased. The hotel may then increase room prices to protect its profit margin.
Interest rates affect supply because tourism businesses frequently use loans to finance hotels, aircraft, vehicles and improvements. Higher interest rates increase the cost of borrowing. A proposed hotel development that is profitable at a 5% borrowing rate may become less attractive if financing costs rise considerably.
Therefore, changes in inflation, exchange rates and interest rates influence both the demand side and the supply side of tourism.

4. Macroeconomic Environment and Policy Impact
4.1 Inflation
Inflation is a sustained increase in the general price level of goods and services.
Moderate inflation is common in growing economies, but very high inflation creates serious problems for tourism businesses. Costs become difficult to predict and businesses must change prices more regularly.
For tourists, the important issue is not only inflation in the destination but relative inflation. If prices in one country rise much faster than prices in competing destinations, its tourism competitiveness may decrease.
For example, assume a hotel room initially costs the equivalent of €100. Currency depreciation may reduce the foreign-currency price to €80, making the hotel more attractive. However, if domestic inflation then causes the local room price to increase substantially, the foreign visitor may eventually pay €95 or €100 again.
High inflation also affects domestic tourism. Local residents may experience falling real purchasing power when wages increase more slowly than prices. They may cut spending on hotels, restaurants and domestic flights.
Türkiye illustrates this issue. According to the IMF, annual inflation declined from 49.4% in September 2024 to 30.9% in December 2025. This was a significant decline but inflation remained high compared with many major tourism source countries. The IMF linked the reduction partly to fiscal consolidation, tighter monetary conditions and income policies.
For tourism businesses, this means the benefits of a weaker currency need to be compared with rapidly increasing domestic expenses.

4.2 Exchange Rates
Exchange-rate movements can strongly affect tourism flows because international tourists compare prices across countries.
If the destination currency depreciates, inbound tourism may increase because foreign tourists gain greater purchasing power. At the same time, foreign travel becomes more expensive for domestic residents, which may encourage them to take holidays inside their own country instead.
However, exchange-rate volatility can create uncertainty even when the average exchange rate appears favourable. A tourist planning a holiday several months in advance may not know how much accommodation, meals and activities will cost by the time the trip occurs.
Jaffur et al. (2024) found that both exchange rates and exchange-rate volatility had significant negative long-run effects on tourism demand in their study of Mauritius.
Research also shows that responses differ across destinations. Stettler (2017), studying Swiss hotels, found relatively low exchange-rate elasticity in cities but much higher elasticity in tourism-focused communities.
Therefore, the effect of an exchange-rate movement depends on the type of destination, customer group, competing destinations and wider economic confidence.
4.3 Interest Rates
Central banks use interest rates as an important monetary policy tool.
When inflation is too high, a central bank may increase the policy interest rate. Commercial borrowing usually becomes more expensive. Consumers may reduce spending, while businesses may delay investment.
This can affect tourism in several ways.
First, households with mortgages and other debts may have less disposable income available for holidays. Second, hotel and tourism companies face higher borrowing costs. Third, exchange rates may be affected because higher interest rates can attract international capital.
During an economic slowdown, a central bank may reduce interest rates. Lower rates can encourage borrowing, consumption and investment. Hotels may find it cheaper to renovate properties, and households may become more willing to spend.
Sri Lanka provides an example of monetary easing following economic stabilisation. The World Bank reported that lower inflation allowed the central bank to reduce policy rates by 150 basis points during 2024, following larger reductions since 2023.
Monetary policy therefore influences both tourism demand and the investment decisions of tourism businesses.
4.4 National Income and Economic Growth
Gross domestic product, or GDP, represents the value of goods and services produced within an economy. Growth in real GDP normally means the economy is expanding.
Economic growth in a tourist's home country can increase demand for foreign travel because employment and household incomes may improve. In contrast, a recession may reduce discretionary spending.
Economic growth in the destination also matters. Strong growth may encourage investment in airports, hotels, roads and entertainment. However, very rapid demand growth can also create congestion, higher wages and price pressures.
Sri Lanka's economy grew by 5% in 2024 according to the World Bank, supported partly by a strong performance in tourism-related services. This is important because it demonstrates how tourism recovery can contribute to wider national recovery rather than functioning as an isolated sector.
4.5 Fiscal Policy
Fiscal policy concerns government taxation and spending.
During a major economic downturn, governments can support tourism through infrastructure spending, temporary tax relief, employment support, business loans or destination marketing. These policies may protect businesses and jobs when private demand is weak.
Government investment in airports, roads, public transport and digital infrastructure can also improve tourism productivity over the longer term.
However, fiscal support has costs. A government that already has high public debt cannot continuously increase spending without considering how the spending will be financed. Excessive fiscal expansion can also increase demand and inflation.
For this reason, tourism support should ideally be targeted. A temporary shock may justify temporary support, while long-term competitiveness should depend more on productivity and private demand.
In Sri Lanka, fiscal consolidation became an important part of the economic recovery following the country's debt crisis. The World Bank reported that the primary fiscal surplus reached 2.2% of GDP in 2024.
Fiscal policy therefore needs to balance economic recovery, debt sustainability and support for important sectors including tourism.
4.6 Monetary Policy
Monetary policy is mainly managed by a country's central bank. It includes interest-rate decisions, money and liquidity management and, in some cases, foreign-exchange intervention.
The main objective is normally price stability, although central banks may have additional goals.
Stable inflation can support tourism because businesses are better able to plan prices and investments. Tourists also face fewer unexpected cost increases.
In Türkiye, the IMF has argued that continued tight monetary policy and credible economic policies are important for reducing inflation and improving stability. It has also recommended greater exchange-rate flexibility as inflation expectations become better anchored.
Monetary policy creates a short-term trade-off. High rates may reduce inflation but can also weaken investment and household spending. For tourism, however, allowing high inflation to continue can damage competitiveness in the longer term.
The strongest long-term environment for tourism is therefore not necessarily the environment with the weakest currency or lowest interest rate. It is an environment where inflation, exchange rates and financial conditions are sufficiently stable for consumers and businesses to plan confidently.

5. Empirical Data and Case Study Analysis
5.1 Global Tourism Environment
International tourism has recovered strongly from the pandemic period. UN Tourism reported approximately 1.4 billion international tourist arrivals worldwide in 2024, demonstrating that global travel had broadly returned to pre-pandemic levels. Early 2025 data also showed further growth.
This recovery creates opportunities but also increases competition between destinations. Tourists can compare flights, hotel prices and exchange rates almost instantly through digital platforms.
Price competitiveness therefore matters, but price is only one factor. Safety, service quality, transport connections, visa requirements, attractions and destination reputation also influence demand.
Recent research by Helhel and Helhel (2026), using G20 data between 2001 and 2023, concluded that per-capita income was a major long-run influence on tourism demand. The research also found that the tourism advantage produced by currency depreciation may weaken when global uncertainty is high.
This is important because it shows why destinations should not depend completely on exchange-rate depreciation.

5.2 Case Study One: Türkiye
Türkiye is an important international tourism destination and provides a useful example of the interaction between inflation, exchange rates and tourism demand.
The country offers beach tourism, cultural tourism, city tourism, medical tourism and resort holidays. Many tourists arrive from Europe and other international markets.
Türkiye has also experienced high inflation and major changes in its currency.
From a tourism perspective, depreciation of the Turkish lira can improve affordability for travellers holding stronger foreign currencies. A European visitor may receive more Turkish lira for each euro, reducing the euro cost of meals, accommodation and local activities.
However, depreciation also increases the domestic cost of imported goods. Tourism companies may pay more for imported equipment, fuel, beverages, technology and other supplies.
High domestic inflation can therefore reduce the competitiveness created by currency depreciation.
The IMF reported that inflation fell from 49.4% year-on-year in September 2024 to 30.9% in December 2025. Although this represented progress, it remained high. The IMF stated that tight monetary policy, fiscal consolidation and moderate wage policies had contributed to disinflation.
Despite the challenging inflation environment, tourism continued to generate substantial income.
According to TurkStat, Türkiye's tourism income reached approximately US$65.23 billion in 2025, representing an increase of 6.8% from the previous year. The number of departing visitors increased by 2.7% to approximately 63.9 million. Average expenditure per night for overnight visitors was approximately US$100.
The figures provide an important economic insight. Revenue increased faster than visitor numbers. This indicates that the value of tourism cannot be evaluated only by counting arrivals. Expenditure per visitor, length of stay and the type of tourism product are also important.
Türkiye's tourism performance shows one potential benefit of exchange-rate competitiveness. International visitors may find the destination relatively affordable even when domestic prices are rising.
However, there are also risks.
First, high inflation increases operational costs. Hotels may have to revise food, wage, energy and maintenance budgets regularly.
Second, businesses with foreign-currency debt face additional risk when the domestic currency depreciates.
Third, continuous price increases may eventually reduce tourists' perception of Türkiye as a low-cost destination.
Fourth, heavy dependence on international tourism makes the sector vulnerable to recessions or geopolitical uncertainty in major source markets.
The case therefore demonstrates that depreciation can support demand in the short term but is not a substitute for economic stability.
A more sustainable strategy is to combine competitive prices with improved service quality, high-value tourism, diversified source markets and lower inflation.

5.3 Case Study Two: Sri Lanka
Sri Lanka provides another useful example because tourism has played a major role in the country's recovery from a serious economic crisis.
Sri Lanka experienced major shortages of foreign currency and a sovereign debt crisis in 2022. The crisis affected imports, inflation, the exchange rate and wider economic confidence.
The World Bank states that Sri Lanka experienced its worst post-independence economic crisis, with serious economic difficulties and high inflation. Inflation reached 69.8% in September 2022 before declining significantly as the economy stabilised.
Tourism is particularly important for Sri Lanka because international visitors provide foreign exchange. Tourism revenue can therefore improve both business income and the national balance of payments.
The recovery has been significant.
The Sri Lanka Tourism Development Authority recorded approximately 2,053,465 international tourist arrivals in 2024 and 2,362,521 in 2025. This represents growth of approximately 15.1%.
However, the revenue story is more complicated.
The Central Bank of Sri Lanka reported tourism earnings of approximately US$3.2 billion in 2025, an increase of only 1.6% from 2024. It also reported that 2025 tourist arrivals exceeded the previous 2018 peak, while tourism earnings remained below the previous peak.
This is one of the most important findings in this report.
Visitor numbers increased significantly, but income from tourism did not increase at the same rate.
The Central Bank identified lower average visitor expenditure and shorter stays as important reasons for the difference between arrivals and earnings. It argued that attracting higher-value visitors and developing areas such as eco-tourism, health tourism and wellness tourism could improve long-term revenue.
This demonstrates that a destination should not judge tourism performance only by arrival numbers.
Imagine two strategies.
Under Strategy A, a country attracts three million low-spending visitors.
Under Strategy B, it attracts 2.5 million visitors who stay longer, purchase more local products and spend more on hotels and experiences.
Strategy B may create greater economic value while placing less pressure on infrastructure and natural resources.
Sri Lanka's exchange-rate experience also provides an important lesson. During the recovery period, the currency became more stable. The World Bank reported that the Sri Lankan rupee had gained 19.4% against the US dollar compared with the end of 2022 by the period covered in its 2025 economic update.
The IMF also reported relatively stable exchange-rate conditions during 2025, supported by tourism receipts and remittances.
A stronger currency could theoretically make Sri Lanka more expensive for tourists. However, arrivals continued increasing. This suggests that tourism demand cannot be explained through exchange rates alone.
Recovery in confidence, greater economic stability, tourism promotion, improved availability of goods and services and strong international travel demand may all influence visitor decisions.
Sri Lanka therefore demonstrates an important principle: macroeconomic stability itself can support tourism demand even when the currency is no longer becoming continuously cheaper.

5.4 Comparison of Türkiye and Sri Lanka
The two case studies show both similarities and differences.
	Indicator
	Türkiye
	Sri Lanka

	Main economic issue
	High inflation and currency pressure
	Recovery from debt and foreign-exchange crisis

	2025 tourism result
	Tourism income approximately US$65.2bn
	Tourism earnings approximately US$3.2bn

	Visitor trend
	Visitors increased 2.7%
	Arrivals increased 15.1%

	Revenue trend
	Tourism income increased 6.8%
	Tourism earnings increased only 1.6%

	Main lesson
	Currency competitiveness can support tourism, but inflation creates cost pressures
	Strong arrival growth does not automatically mean equal revenue growth

	Long-term priority
	Price stability and higher-value tourism
	Higher visitor spending, economic stability and diversified tourism products


Sources: TurkStat (2026); SLTDA (2026); CBSL (2026).
Türkiye demonstrates that international tourism can remain strong during periods of high inflation when exchange-rate conditions keep the destination relatively attractive for foreign travellers.
Sri Lanka demonstrates that macroeconomic stabilisation can support tourism recovery but that visitor numbers must be converted into higher tourism earnings.
Both cases show why managers should focus on value rather than volume alone.

6. Strategic Implications for Tourism
Tourism organisations cannot control national inflation, interest rates or exchange rates. However, they can reduce their exposure to these risks.
6.1 Diversify International Source Markets
A destination should avoid depending heavily on tourists from only one or two countries.
If the economy of a major source country enters recession, tourist demand may decline. A diversified market provides greater protection.
For example, a DMO could target visitors from several European markets as well as India, the Middle East, North America and Asia, depending on the destination.
Hotels should also examine customer segments rather than only nationalities. Leisure, corporate, wellness, medical, family and luxury travellers may respond differently to economic changes.
6.2 Monitor Exchange Rates and Inflation
Managers should include economic indicators in normal business planning.
Important indicators include:
· inflation;
· exchange rates;
· policy interest rates;
· GDP growth;
· unemployment;
· consumer confidence;
· tourist arrivals;
· average spending;
· hotel occupancy.
Managers can create a monthly dashboard to identify changes early.
A large unexpected depreciation should not automatically lead a hotel to reduce prices. Management should first check whether food, energy, wages and imported inputs are also increasing.
6.3 Use Flexible Pricing
Tourism businesses should use flexible rather than completely fixed prices.
Hotel prices can vary according to demand, season, booking date, events, occupancy and customer segment.
However, price changes should remain transparent. Extremely frequent or unexplained increases may damage consumer trust.
Managers should also examine prices in foreign currencies. A hotel may increase its local-currency room rate while the price paid by a British or European visitor remains competitive because of exchange-rate movements.
6.4 Manage Foreign-Currency Risk
Hotels and tourism companies may receive income in foreign currency while paying costs in local currency. In some cases, they also have foreign-currency loans.
Companies should therefore identify what percentage of revenues, debt and costs are exposed to each currency.
Larger businesses may use financial hedging where appropriate. Smaller firms can use simpler approaches such as maintaining some foreign-currency reserves, negotiating local sourcing contracts and avoiding excessive foreign-currency borrowing.
The purpose is not to predict exchange rates perfectly. It is to ensure that one unexpected movement does not seriously damage the company.
6.5 Increase Local Sourcing
A weaker currency makes imports more expensive.
Tourism companies can reduce this risk by buying suitable food, furniture and services from domestic suppliers where quality standards can be maintained.
Local sourcing can also increase the economic benefit of tourism because more tourist spending remains inside the destination economy.
However, managers should avoid choosing local suppliers only because they are cheaper. Reliability, food safety, product quality and capacity remain important.
6.6 Build a Higher-Value Tourism Strategy
Sri Lanka's 2025 results clearly demonstrate the difference between visitor numbers and visitor value.
Arrivals increased 15.1%, while tourism earnings increased only 1.6%.
DMOs should therefore examine indicators such as:
Tourism revenue per visitor = Total tourism receipts ÷ Number of visitors
Other useful indicators include average daily spending, average length of stay and the proportion of money spent with local businesses.
Higher-value tourism does not necessarily mean luxury tourism only. Cultural tourism, wellness, eco-tourism, medical tourism, food tourism and longer-stay tourism can also increase spending.
6.7 Maintain Financial Reserves
Tourism is highly exposed to external shocks.
The pandemic demonstrated how quickly international travel can decline. Exchange-rate crises, wars, recessions and natural disasters can also affect demand.
Hotels should therefore maintain sufficient liquidity rather than distributing all available profits during strong years.
Scenario planning can include:
Scenario 1: Normal conditions
Tourism demand and economic growth remain stable.
Scenario 2: Economic slowdown
International arrivals fall by 10%.
Scenario 3: Major economic shock
Arrivals fall by 25%, the currency depreciates and costs rise.
Management can then estimate how much cash would be required under each scenario.
6.8 Government and DMO Coordination
Government economic policy and tourism policy should support one another.
A tourism ministry may promote the destination successfully, but very high inflation, poor infrastructure or unstable exchange rates can weaken the results.
Similarly, economic stabilisation can improve confidence but will not automatically create tourism growth without good transport, marketing, attractions and hospitality services.
DMOs should therefore share tourism data with finance ministries, central banks, transport authorities and private-sector businesses.

7. Conclusion and Recommendations
This report has evaluated how inflation, exchange rates, interest rates and national income influence tourism demand and destination economies.
Exchange rates are particularly important because they change the effective price international tourists pay. A weaker domestic currency can improve tourism price competitiveness by giving visitors greater purchasing power. Academic research supports the argument that tourism demand can respond significantly to exchange-rate changes. However, exchange rates should not be analysed alone.
Currency depreciation may also increase import costs and inflation. Hotels, airlines and restaurants can face higher costs for fuel, food, equipment and foreign-currency debt. If these businesses increase their prices, part of the tourism advantage created by depreciation can disappear.
Inflation affects both firms and tourists. High inflation creates uncertainty and can damage price competitiveness. Interest rates influence consumer spending and business investment, while national income strongly influences people's ability to travel.
Türkiye and Sri Lanka demonstrate these relationships in practice. Türkiye generated approximately US$65.2 billion of tourism income in 2025 despite continuing inflation challenges. Tourism revenue grew faster than visitor numbers, demonstrating the importance of tourism spending as well as volume.
Sri Lanka recorded approximately 2.36 million visitors in 2025, 15.1% more than in 2024. However, tourism earnings increased by only 1.6%, demonstrating that more tourists do not automatically create proportionally more economic value.
Five main recommendations can therefore be made.
First, destination management organisations should diversify source markets so that they are less dependent on one economy or currency.
Second, tourism businesses should monitor inflation, exchange rates, GDP growth and interest rates as part of regular management decisions.
Third, businesses should control foreign-currency exposure and increase local sourcing where this is commercially practical.
Fourth, destinations should focus increasingly on visitor value rather than only arrival numbers. Average expenditure, length of stay and local economic contribution should be treated as important performance measures.
Finally, governments should aim for credible and stable monetary and fiscal policies. A weak currency can create a temporary tourism advantage, but long-term competitiveness depends on economic stability, service quality, infrastructure, productivity and customer confidence.
The overall conclusion is that tourism organisations cannot remove macroeconomic risk, but they can manage it. Destinations that combine financial stability, diversified demand and high-quality tourism products will be better prepared for future exchange-rate and business-cycle volatility.
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9. Appendices
Appendix A – Suggested Graph 1: Sri Lanka Tourist Arrivals, 2024 and 2025
Create a column chart in Microsoft Word using the following data:
	Year
	Tourist Arrivals

	2024
	2,053,465

	2025
	2,362,521


Source: Sri Lanka Tourism Development Authority (2026).
Suggested title:
Figure 1: Growth in International Tourist Arrivals to Sri Lanka, 2024–2025
Short analysis below graph:
The graph shows that international tourist arrivals to Sri Lanka increased from approximately 2.05 million in 2024 to 2.36 million in 2025. This represents growth of approximately 15.1%, showing a strong recovery in tourism demand.

Appendix B – Suggested Graph 2: Tourism Growth in Türkiye, 2025
Create a bar chart showing:
	Indicator
	Percentage Growth

	Visitor numbers
	2.7%

	Tourism income
	6.8%


Source: TurkStat (2026).
Suggested title:
Figure 2: Growth in Tourism Visitors and Tourism Income in Türkiye, 2025
Short analysis below graph:
Tourism income grew faster than visitor numbers in 2025. This suggests that the economic performance of tourism should be measured through spending and revenue as well as the total number of tourists.

Appendix C – Macroeconomic Transmission Model

This model can be recreated using SmartArt → Process in Microsoft Word:
Currency depreciation
↓
Foreign tourists receive more local currency
↓
Destination may become relatively cheaper
↓
Tourism demand may increase
↓
Hotel occupancy and tourist expenditure increase
↓
Foreign exchange earnings increase
However:
Currency depreciation
↓
Imported goods and fuel become more expensive
↓
Business costs increase
↓
Inflation and tourism prices may rise
↓
The original price advantage may reduce
This model demonstrates why exchange-rate depreciation can create both benefits and costs for a tourism destination.
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