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Impact of Tourism Recovery 

Chief FX Strategist: Hirofumi Suzuki 

 

The number of foreign visitors to Japan in April came to 1,949,100, the Japan National Tourism Organization 

(JNTO) reported on May 17. Since the resumption of individual travel in October 2022, the number of foreign 

visitors to Japan has continued to reach new highs (Figure 1). While Chinese tourists have yet to recover, 

the tourism numbers have been boosted by visitors from South Korea, Taiwan, Hong Kong and various 

countries from the Association of Southeast Asian Nations (ASEAN). Moreover, the number of visitors from 

Western countries has already recovered to pre-pandemic levels. It seems realistic to expect the number of 

visitors to Japan to return to pre-pandemic levels once Chinese tourists return. 

This increase in the number of foreign visitors to Japan is leading to an improvement in the balance of 

payments, and an increase in service exports in terms of GDP demand. The travel balance for March has 

already recovered to pre-pandemic levels (Figure 2). The increase in per-capita expenditure in the number 

of foreign visitors to Japan also seems to have contributed to the increase, which has had a significant boost 

to the current account balance. In addition, as we noted last week, exports of services as a share of GDP 

also surged through the first quarter. 

In this report, we present a scenario for the future trend in the number of foreign visitors to Japan and 

consider what impact it will have on the current account balance and GDP. To draw a conclusion in 

advance, under the most plausible scenario, future increases in the number of foreign visitors to Japan will 

contribute to an annual increase of 3.6 trillion yen to the current account balance, boosting GDP by 0.64% 

from the previous fiscal year. However, there are certain constraints on upside, and tourism is unlikely to be 

a driver of Japan’s economic recovery. 

Figure 1: Number of Foreign Visitors to Japan 

(monthly) 
Figure 2: Travel Balance 

  

Source: JNTO                                                                                     Source: MOF 
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Scenarios Regarding Travel Balance and Future Trends for Foreign Visitors 
The simplest assumption for future trends in the number of foreign visitors to Japan is a scenario in which 

(1) the current situation is unchanged. As noted above, with the exception of China, the number of foreign 

visitors to Japan from many countries has already recovered to pre-pandemic levels. If the number of 

Chinese visitors to Japan does not recover easily in the future, the probability of this scenario increases. 

On the other hand, it is reasonable to assume that the number of Chinese visitors to Japan will also increase 

in the future, as China also moves to an economy coexisting with COVID-19. Currently, China has not lifted 

its ban on group tours to Japan, but China has been gradually increasing the number of countries eligible for 

group tours since the beginning of the year. Therefore, assuming that China’s ban on group tours to Japan 

will be lifted soon, the more plausible scenario is that (2) as the number of Chinese visitors to Japan returns 

to pre-pandemic levels over the next few years, the number of visitors from countries other than China will 

gradually increase in the future. 

In 2019, before the pandemic, there were roughly 800,000 Chinese visitors a month. This recovery in two 

years, for example, feels a little slow in terms of its pace. As we saw earlier, the number of travelers from 

Western countries has recovered to pre-pandemic levels in only about six months. Therefore, the upside 

scenario is (3) the number of Chinese visitors to Japan will return to pre-pandemic levels in about six 

months, while the number of visitors from countries other than China will gradually increase. Since the high 

probabilities of (2) and (3) are unclear, we will conservatively assume (2) as “about two years” and use this 

as the main scenario. 

In accordance with these assumptions, future scenarios are shown in Figure 3. Thus, the number of foreign 

visitors to Japan in 2023 will be (1) 22.3 million, (2) 27.1 million and (3) 30.3 million (as per the three 

scenarios outlined above). Based on the relationship between the number of foreign visitors to Japan since 

October 2022 and the travel balance, the travel balance scenario is shown in Figure 4. Similarly, the change 

in the travel balance for 2023 from the previous year is (1) 2.8 trillion yen, (2) 3.6 trillion yen and (3) 4.1 

trillion yen. Note that travel balance (the difference between inbound and outbound travel) is estimated here, 

and the estimate of inbound demand is larger. 

In other words, according to the main scenario (2), the recovery in tourism is expected to boost the current 

account balance by 3.6 trillion yen per year and GDP by 0.64% from the previous year. 

Figure 3: Future Scenarios of the Number of Foreign 

Visitors to Japan 
Figure 4: Future Scenarios of Travel Balance 

  

Sources: JNTO, SMBC                                                                   Sources: MOF, SMBC 
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Supply Constraints 

While market participants widely expect such an improvement in the travel balance, not many analysts use 

this as a reason to predict a stronger yen. In other words, many market participants believe that an 

improvement in the travel balance alone is not enough to keep the exchange rate strong. 

The current account consists of the balance of goods and services, primary income and secondary income, 

and the travel account is included in the services account. Here we look at the 12-month moving average to 

see trends in the service balance. This confirms that the service account deficit widened following a sharp 

decline in the travel account balance due to the 2020 pandemic (Figure 5). 

It is pointed out that the contribution to the deficit by items such as communication, computer and 

information services and other business services is increasing. In other words, due to the increased use of 

various services outside Japan, the deficit in these services is growing by about 2 trillion yen a year 

compared to the time before the pandemic. Therefore, even if the travel balance improves by about 3.6 

trillion yen per year, the service balance is likely to remain in the red. While the improvement in the travel 

balance is a factor in the appreciation of the yen, it is also due to these changes in the economic structure 

that occurred during the pandemic, and in terms of impact on the currency market, there is a sense of 

inadequacy. 

In addition, the number of foreign visitors to Japan in 2019 was 31.88 million, and scenario (3) is almost on a 

par with the pre-pandemic level. As we have pointed out in this report in the past, there is already a shortage 

of staff in the lodging business. The trend in the number of job openings in the lodging and food service 

industry and the employment assessment Diffusion Index in the Bank of Japan Tankan confirm that the 

sense of labor shortage is intensifying with the recent increase in the number of job openings (Figure 6). 

It has been reported that some tourist spots frequented by foreign tourists offer hotel cleaning staff an hourly 

wage of 2,000 yen (the current minimum wage in Tokyo is 1,072 yen an hour). If the number of job openings 

continues to increase, the economy will face the problem of an even greater sense of labor shortages. In 

other words, a sudden increase in tourism demand as in scenario (3) is likely to face supply constraints. 

Figure 5: Balance of Services  

(12-month moving average) 

Figure 6: Manpower Shortage in Lodging and Food 

Service Industry 

 
 

                                                                                       Source: MOF                                                                 Sources: MHLW, BOJ 
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Overall, there is no doubt that the recovery in tourism is a boost to the Japanese economy as implemented 

in the current approach of coexisting with COVID-19. However, given the changing economic structure and 

supply constraints caused by the pandemic, it seems difficult to assume that tourism will be a 

macroeconomic driver in Japan. 
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Economic Outlook: 2022-2024 Forecast 

Figure 1: Forecasts for Economic Growth, Inflation, and Unemployment Rates 

 

Real GDP growth is in QoQ annualized for U.S. and Japan, QoQ for euro area and YoY for China and India. Inflation rate is in YoY%. Inflation rate is YoY, % of core index (ex. 
fresh food) for Japan, YoY % of PCE deflator for U.S., and total YoY% for the rest. 

Figure 2: Forecast for Rates 

 

Figure 3: Forecast for FX and Oil Price 

 

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Real GDP −0.6 3.2 2.6 1.3 1.5 −0.8 0.6 0.9 1.4 1.8 2.2 5.9 2.1 1.4 1.0 

Inflation 5.0 4.9 4.8 4.8 4.6 4.2 3.9 3.2 2.8 2.5 2.2 3.3 5.0 4.4 2.7 

Unemployment 3.6 3.6 3.6 3.5 3.4 3.7 4.3 4.6 4.7 4.7 4.6 5.4 3.7 3.7 4.7 

Real GDP 0.9 0.4 0.0 0.1 0.3 0.2 0.1 0.1 0.4 0.3 0.3 5.3 3.5 0.9 0.9 

Inflation 8.0 9.3 10.0 8.4 6.7 5.2 3.7 3.3 2.7 2.3 2.2 2.6 8.4 6.0 2.6 

Unemployment 6.7 6.7 6.7 6.9 7.1 7.1 7.2 7.4 7.4 7.3 7.2 7.7 6.7 7.1 7.3 

Real GDP 4.7 −1.0 −0.1 1.6 1.7 1.0 0.9 0.9 0.8 0.8 0.7 2.2 1.0 1.0 0.9 

Inflation 2.1 2.7 3.8 3.5 3.3 2.8 2.3 2.9 2.7 2.6 2.2 −0.2 2.3 3.0 2.6 

Unemployment 2.6 2.5 2.5 2.6 2.5 2.4 2.4 2.3 2.3 2.3 2.3 2.8 2.6 2.4 2.3 

Real GDP 0.4 3.9 2.9 4.5 8.4 5.7 6.3 5.4 5.2 5.1 5.0 8.4 3.0 6.3 5.2 

Inflation 2.2 2.8 1.8 1.3 1.6 1.4 1.5 1.6 1.9 2.0 2.0 0.8 1.7 1.5 1.9 

Unemployment 5.8 5.4 5.6 5.5 5.4 5.1 4.9 4.9 4.9 5.0 5.0 5.1 5.1 5.2 5.0 

2022
2023 2024

2023
2021 2022

2024

US

Euro

Area

Japan

China

2022

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

4.25 4.75 5.00 5.00 5.00 4.75 4.50 4.25 4.00 4.25 5.00 4.00 
~   ~   ~   ~   ~   ~   ~   ~   ~   ~ ~ ~

4.50 5.00 5.25 5.25 5.25 5.00 4.75 4.50 4.25 4.50 5.25 4.25 

2yr 3.43 4.03 4.00 3.80 3.80 3.60 3.40 3.20 3.00 3.43 3.80 3.00 

10yr 3.87 3.47 3.70 3.60 3.60 3.60 3.60 3.50 3.50 3.87 3.60 3.50 

Policy rate 2.50 3.50 4.00 4.25 4.25 4.25 4.25 4.00 3.75 2.50 4.25 3.75 

Deposit rate 2.00 3.00 3.50 3.75 3.75 3.75 3.75 3.50 3.25 2.00 3.75 3.25 

2yr 2.50 2.68 3.10 3.20 3.00 2.80 2.60 2.40 2.30 2.50 3.00 2.30 

10yr 2.20 2.29 2.40 2.30 2.30 2.30 2.20 2.10 2.10 2.20 2.30 2.10 

Policy rate −0.10 −0.10 −0.10 −0.10 −0.10 0.10 0.10 0.10 0.10 −0.10 −0.10 0.10 

2yr 0.04 −0.06 0.10 0.15 0.20 0.30 0.30 0.30 0.30 0.04 0.20 0.30 

10yr 0.42 0.35 0.75 0.75 0.75 0.90 0.90 0.90 0.90 0.42 0.75 0.90 

Policy rate 2.75 2.75 2.75 2.75 2.75 2.85 2.85 2.85 2.85 2.75 2.75 2.85 

2yr 2.39 2.41 2.45 2.50 2.65 2.70 2.75 2.80 2.85 2.39 2.65 2.85 

10yr 2.83 2.85 2.87 2.90 2.95 3.00 3.05 3.10 3.15 2.83 2.95 3.15 

2024

US

Policy rate

Germany

Japan

2022 2023Interest rate
2023 2024

China

2022

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

130.58 127.23 128.00 123.00 123.00 121.00 119.00 116.00 116.00 113.47 123.00 116.00
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

151.95 137.91 145.00 137.00 137.00 135.00 133.00 130.00 130.00 151.95 145.00 135.00

End of

quarter
131.12 132.86 133.00 133.00 130.00 128.00 126.00 123.00 123.00 131.12 130.00 123.00

0.9633 1.0806 1.0400 1.0300 1.0200 1.0100 1.0000 1.0100 1.0100 0.9536 1.0200 1.0000
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

1.0735 1.1033 1.1400 1.1300 1.1200 1.1100 1.1000 1.1100 1.1100 1.1495 1.1400 1.1100

End of

quarter
1.0705 1.0839 1.0800 1.0700 1.0600 1.0500 1.0500 1.0600 1.0600 1.0705 1.0600 1.0600

138.81 124.40 137.00 136.00 132.00 128.00 126.00 124.00 124.00 124.40 132.00 124.00
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

148.40 149.00 153.00 150.00 146.00 142.00 140.00 138.00 138.00 150.00 153.00 142.00

End of

quarter
140.41 144.01 143.64 142.31 137.80 134.40 132.30 130.38 130.38 140.41 137.80 130.38

Crude Oil Prices　(WTI) 82.64 75.99 82.50 87.00 91.00 91.00 82.00 83.00 85.50 98.74 84.12 85.38

2024

USD/JPY

Range

EUR/USD

Range

2023
2023 2024

2022

EUR/JPY

Range

※ Crude oil prices are averages for each period. Source: SMBC. 
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This presentation is for discussion purposes only and is not intended to be an offer to sell or the solicitation of an offer to buy 

any securities, or any commitment to underwrite, subscribe for or place any securities, is not an offer or commitment to provide 

any financing or extension of credit or service, and does not contain any tax or legal advice. This presentation has been prepared 

by SMBC Group (which may include, collectively or individually, any of the following entities in the Americas Division: Sumitomo 

Mitsui Banking Corporation (“SMBC”), SMBC Nikko Securities America, Inc. (“SMBC Nikko”), SMBC Nikko Securities Canada, 

Ltd. (“Nikko Canada”), SMBC Capital Markets, Inc. (“SMBC-CM”), SMBC Leasing and Finance, Inc., JRI America, Inc., and 

SMBC Rail Services LLC) and is being furnished by SMBC Group solely for use by the client or potential client to whom such 

materials are directly addressed and delivered. This presentation is confidential, and is the property of SMBC Group subject to 

copyright. Any reproduction of this presentation, in whole or in part, is prohibited, and you may not release these materials to 

any person, except to your advisors and professionals to assist you in evaluating these materials, provided that they are 

obligated, by law or agreement, to keep the presentation confidential. These materials do not constitute research, a 

recommendation or an offer or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment 

strategy. Prior to participating in any such transaction, you should consult your own independent, competent, legal, tax, 

accounting and other professional advisors.  

In preparing this presentation, SMBC Group has relied upon information available from third parties, including public sources, 

and we have assumed, without independent verification, the accuracy and completeness of such information. Specific prices, 

indices or measures, including ranges, listed in this document were prepared at the time the document was prepared, and are 

subject to change without notice. SMBC Group makes no representations to and does not warrant this presentation’s accuracy 

or completeness. SMBC Group expressly disclaims any liability for any use of the information set forth herein, including, without 

limitation, any use of the information set forth herein in the preparation of financial statements or accounting material.  

These materials may contain forward looking statements, which may include projections, forecasts, income estimates, yield or 

return, future performance targets or similar analysis. These forward-looking statements are based upon certain assumptions. 

All forward-looking statements are based upon currently available information and SMBC Group is not obligated to provide an 

update. Actual events may differ from those assumptions. Opinions, projections, price/yield information and estimates are 

subject to change without notice. There can be no assurance that estimated returns or projections will be realized, that forward-

looking statements will materialize or that actual results will not be materially lower than those presented. Past performance is 

not necessarily indicative of future results. Any transactions or strategies addressed may not be suitable for all parties. The 

value, price or income from transactions or strategies may fall as well as rise. SMBC Group or an affiliate may have a position 

in any of the underlying instruments, assets, indices or rates mentioned in this document. You should make your own 

independent judgment or seek independent financial and tax advice with respect to any matter contained herein. 

SMBC is subject to Japanese firewall regulations and therefore absent client consent, non-public client information may not be 

shared with SMBC Nikko Securities Inc. 

SMBC Nikko is a U.S. registered broker-dealer of SMBC Group. Nikko Canada is a U.S. and Canadian registered broker-dealer 

of SMBC Group. SMBC-CM is provisionally registered as a U.S. swap dealer with the CFTC. Capital markets and other 

investment banking activities for SMBC Group are performed by a combination of SMBC Nikko, Nikko Canada, SMBC Nikko 

Securities Inc. and SMBC-CM. Lending and other commercial banking activities are performed by SMBC and its banking 

affiliates. Derivative activities may be performed by SMBC-CM or SMBC. SMBC Group deal team members may also be 

employees of any of the foregoing entities. SMBC Group does not provide tax advice. Accordingly, any discussion of U.S. tax 

matters contained herein (including any attachments) is not intended or written to be used, and cannot be used, in connection 

with the promotion, marketing or recommendation by anyone unaffiliated with SMBC Group or for the purpose of avoiding U.S. 

tax-related penalties. © 2023 SMBC Group. All rights reserved. 


