JAPAN'S TRAVEL SECTOR BOOSTS THE
ECONOMY

Though global pressures lingered, Japan's economic output
expanded in 2025 across key measures. A rise of 4.7% appeared in
nominal terms, whereas actual growth came in lower at 1.2%.
Prices moved upward - reaching 111.9 on the CPI scale with 2020
as reference - breaking a stretch of little change that held firm
during 2021.

Backed by rising prices, paychecks lost ground despite a 2.3% climb in nominal terms. Real income
dipped 1.3%, pressing on household finances. Spending room narrowed as costs outpaced earnings.

Facing steeper U.S. import taxes alongside weaker worldwide appetite for goods, exporters
struggled more than before. While that unfolded, dependence on foreign fuel exposed the nation's
finances when tensions rose across Middle Eastern regions.

By 2026, government moves to back investment and spark new ideas may bring mild steadiness - yet
deep-rooted limits still linger. Despite shifts in policy direction, underlying weaknesses resist quick
fixes. Progress could unfold slowly where systems lack flexibility. While funding flows rise, outdated
frameworks drag momentum down a notch. Expect limited gains unless core issues get addressed
more directly.

Travel and Tourism Emerges as a Bright Spot

Japan's travel sector stood out with solid performance last year. The Japan Travel Market Essentials
2026 study shows gross bookings reached $94.2 billion in 2025, up 8%. Notably, the rise wasn’t due
to a weak currency - the yen actually gained nearly 1% versus the dollar - so the increase in dollar
terms points to real growth.

By 2023, Japan'’s travel sector had overtaken its 2019 size when measured in yen. Yet because the
yen lost nearly 40% of its value against the dollar from 2019 to 2024, gains looked slower in U.S.
currency. Growth should hold around 3% in 2026, then rise to 4-5% each year starting in 2027. As a
result, figures in dollars are likely to surpass where they stood before the pandemic - but only by
2029.

Inbound Tourism Growth Changes Industry Landscape

Now, far more visitors arrive in Japan than leave it each year - a reversal that began around 2015.
Until then, overseas trips by Japanese citizens had long outnumbered inbound tourism. What
changed was not a sudden spike but a steady turning of trends. Arrivals from abroad started gaining
momentum while outbound numbers plateaued. The balance shifted quietly at first, then
accelerated.

That year, visitor numbers reached 42.7 million, a new high. Meanwhile, trips made by Japanese
residents abroad totaled only 14.7 million - short of pre-pandemic levels. A less favorable exchange
rate, especially when viewed over decades, plays a role in limiting departures. So does the rising
expense of international travel. Older populations also contribute to slower growth in outbound
movement. On the flip side, foreign visitors find Japan more accessible now due to relaxed entry



rules. Better flight links help too. Global interest in local food and traditions adds momentum. The
country's strong reputation as a place to visit remains intact.

Japan placed third worldwide in the 2024 Travel & Tourism Development Index by the World
Economic Forum, highlighting key advantages. Despite broader rankings, specific assets stood out
clearly across evaluation areas.

Strategic Importance for a Demographic Challenge

This wave of arrivals matters beyond visitor numbers. As people leave rural areas and birth rates
fall, household spending slows - pressuring small towns while making hiring harder everywhere.
Arriving travelers bring needed income, supporting everything from train services to family-run
shops in distant villages.

Backed by recent figures, Japan's travel sector likely made up around 7 to 8 percent of the nation’s
GDP by 2025. Because of its growing weight, officials treat tourism less as a side attraction and
more as a core part of economic planning.

Now shaping policy, a new attitude takes hold. Though goals remain high - 60 million foreign
travelers, 15 trillion yen spent by 2030 - the focus moves past numbers alone. Attention turns
instead toward quality, balance, long-term value. What matters grows more nuanced than
headcounts once suggested:

e Attracting higher-value travelers

e Dispersing visitors beyond the overcrowded “Golden Route”
e Managing overtourism

e Integrating tourism with transport and urban development
» Leveraging innovative technologies

One way forward begins by reshaping how visitors experience the country - focusing on
quality over quantity. Growth might unfold more evenly if rural areas receive as much attention as
cities do. Resilience emerges when local economies adapt without relying too heavily on seasonal
travelers. Lasting progress ties less to volume, more to thoughtful design across regions.
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