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Will reopening Japan to foreign tourists help strengthen yen?  

Taking into consideration the declining number of novel coronavirus cases in Japan and 
abroad, as well as medical inspection system capacity at airports, the government has 
raised the per day upper limit for people entering Japan in stages from 5,000 as of 1 March, 
to 7,000 as of 14 March, and 10,000 as of 10 April. Then, on 1 June, the maximum number 
of people entering Japan per day was raised to 20,000 and medical inspection measures 
upon entry into Japan were eased. Furthermore, from 10 June Japan started readmitting 
foreign tourists—a category not allowed into the country during the outbreak. 
 
The Ministry of Foreign Affairs divided countries and regions into the three groups of blue, 
yellow, and red, in ascending order of coronavirus risk. Visitors from the 98 low-risk 
countries/regions in the "blue" group are now exempt from entry testing and at-home/facility 
quarantines, subject to proof of no coronavirus infection at the time of departure from their 
countries. However, visitors from such countries/regions will be allowed to enter Japan only 
for sightseeing purposes as part of tour groups accompanied by tour conductors. 
 
Looking at inbound tourist trends before the coronavirus outbreak, the number of foreign 
tourists to Japan continued growing from 2013 due to such factors as Japan easing tourist 
visa conditions, rising incomes in other countries (especially in Asia), and the appeal of a 
weaker yen. In 2019 Japan welcomed as many as 2.99mn foreign visitors per month and 
31.88mn foreign visitors for the full year, which was a record (Chart 1). Travel spending by 
foreign visitors to Japan also reached Y4,813.5bn in 2019. Compared to Japan’s exports of 
goods, such travel spending by foreign visitors exceeded even the value of Japan's 
electronic component exports that year (Y4tn). Indeed, this travel spending grew to a scale 
that could not be overlooked in terms of Japan's balance of trade and services. 
 

Chart 1: Number of Foreign Visitors to Japan, Travel Spending 
by Foreign Visitors to Japan 

 Chart 2: Services Balance 

 

 

 
Source: Japan National Tourism Organization, Japan Tourism Agency; compiled by 

Daiwa Securities. 
Note: Japan Tourism Agency estimates for foreign tourist spending in 2020 and 2021.  

 Source: MOF; compiled by Daiwa Securities. 
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 Daiwa’s View: 13 June 2022 

Due to the increase in the number of foreign visitors to Japan, Japan's travel balance 
moved into the black in 2015 and its services balance deficit narrowed accordingly from 
Y3.8tn in 2012 to Y1.1tn in 2019 (Chart 2). However, since the pandemic, the number of 
foreign tourists coming to Japan fell sharply as entry restrictions were adopted. For 2021, 
the travel balance was a Y208.4bn surplus, while the services balance was a Y4.2tn 
deficit, the first meaningful move into the red since 2007. 
 
The travel balance deterioration due to the pandemic has also contributed to the recent 
yen depreciation. In 2019, foreign tourists visiting Japan sold their own country’s currency 
and bought five trillion yen, but since then such buying of the Japanese currency has 
almost completely disappeared. At the same time, the selling of yen by Japanese citizens 
traveling abroad likewise almost completely disappeared. However, demand for yen 
purchases decreased by only the Y2.7tn portion that was a surplus in the travel balance 
and yen supply/demand tilted toward yen selling. So as described earlier, the Kishida 
administration is moving to resume inbound travel. An improved travel balance is expected 
to partially offset the yen supply-demand balance deterioration caused by the widening 
trade deficit due to soaring energy prices. 
 
However, the current measures seem to lack any real impact. The reopening of Japan to 
foreign tourist is expected to not only act as a catalyst for an economic recovery, but to 
also improve the yen supply-demand balance. However, the current approach only allows 
20,000 foreign tourists into Japan each day, which comes to only 7.3mn foreign visitors for 
the year, which is equivalent to only a little more than 20% the level marked in 2019. 
 
We should also note that this limit on the number of arrivals includes residents of Japan 
who have traveled to other countries from Japan and are returning home. Residents of 
Japan traveling to countries or regions belonging to the above-mentioned lowest-risk "blue" 
group, naturally are only required to show proof of no coronavirus infection upon returning 
to Japan and they are exempt from entry testing and at-home/facility quarantines. This 
means that the hurdles for residents of Japan who go abroad on business or for tourism 
have also been greatly eased.  
 
Considering that in 2019, before the pandemic, the number of Japanese departing Japan 
averaged 1.67mn per month, or 55,000 per day, there is no denying that residents of 
Japan returning from overseas business trips and vacations may account for the majority 
of the quota of travelers entering Japan. We have the impression that with the relaxation of 
entry measures and the reopening of Japan to foreign tourists, the focus has only been on 
the positive effects for the Japanese economy brought about by foreign tourist 
consumption. However, not only will the current measures fail to generate strong 
consumption by foreign visitors, they could also exert downward pressure on the Japanese 
economy in the form of increased imports of services. Even from the foreign exchange 
perspective, it is possible that yen selling by Japanese citizens will exceed the yen buying 
by those coming to visit Japan. 
 
Chart 3: Number of Foreign Visitors to Japan (by region) 

 
Source: Japan National Tourism Organization; compiled by Daiwa Securities. 
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 Daiwa’s View: 13 June 2022 

Regardless of the extent to which Japan eases its entry measures, the number of foreign 
visitors may remain sluggish due to demand-side problems. Looking at the 2019 number of 
foreign visitors by country, we can see that more than 80% of visitors to Japan came from 
Asian countries such as South Korea, China, Taiwan, and Hong Kong, with China 
accounting for 30% of the total (Chart 3). Reports in South Korea indicate a surge in 
reservations for travel to Japan. However, if China's "zero-corona" policy continues to 
restrict departures from China, there is the strong possibility that a recovery for the number 
of Chinese visitors to Japan will likely take a considerable amount of time. 
 
Furthermore, entry into Japan for sightseeing purposes is now limited to group tours 
accompanied by tour guides. This restriction could hinder efforts to attract good numbers 
of foreign visitors to Japan. 76.8% of those visiting Japan come for the purpose of “tourism 
& leisure,” and this percentage is even higher for tourists coming from Asian countries 
(Chart 4). In terms of travel arrangements, 16.9% of visitors to Japan rely on “participation 
in group tours organized by travel agencies,” 6.5% use “individual travel packages that 
include round trip air (ship) tickets and accommodations,” and 76.6% “use round-trip air 
(ship) tickets and accommodations arranged on their own” (Chart 5). While visitors from 
China, Taiwan, and Vietnam tend to use group tours more than those from other countries, 
still only around 25% of these visitors rely on group tours. More than 75% of all visitors to 
Japan and more than 85% of those from the US and Europe rely on individual 
arrangements. 

 
Chart 4: Main Purpose for Visiting Japan (by nationality, region, %, 
2019) 

 Chart 5: Travel Arrangements (by nationality, region, %, 2019) 

 

 

 

Source: Japan Tourism Agency; compiled by Daiwa Securities.  Source: Japan Tourism Agency; compiled by Daiwa Securities. 
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 Daiwa’s View: 13 June 2022 

 
Certainly, the behavior and physical condition of tourists are easier to manage if they are 
restricted to participating in group tours. However, it is hard to tell how many people will 
choose Japan as a travel destination knowing that they will be under such scrutiny. If the 
percentage of people who want to travel freely based on their own arrangements remains 
at the same level as before the pandemic, a reopening of Japan only to tourist in tour 
groups would probably result in just a roughly 20% recovery of the 2019 pre-coronavirus 
level. 
 
With the yen falling to historically undervalued levels, there is hope that per visitor 
spending will swell even if the number of foreign tourists coming to Japan remains 
sluggish. In fact, from 2013 to 2015, when the yen meaningfully depreciated against the 
US dollar (from USD/Y80s to USD/Y120s), travel expenditures per visitor to Japan 
increased by more than 30% (Chart 6). The current level of yen depreciation may stimulate 
per foreign visitor spending to a point that exceeds the Y176,000 level for 2015. 
Nevertheless, the impact of such increased spending would still be limited unless a certain 
recovery in the number of foreign visitors is also expected. 
 
Chart 6: USD/JPY Rate, Travel Expenditures per Visitor to Japan  

 
Source: Japan Tourism Agency, Bloomberg; compiled by Daiwa Securities. 
Note: The survey of spending trends among foreign visitors to Japan for the period from January-March 2020 onward was discontinued for certain 

periods and some data was distorted due to the impacts of the novel coronavirus outbreak. As such, data through 2019 was used for travel 
expenditures per visitor to Japan. 2022 USD/JPY is 8 June closing level. 

 

There are high hopes that reopening Japan to foreign tourists will provide a catalyst for the 
Japanese economy. Reopening the country is also an important theme in terms of the yen 
supply-demand balance on foreign exchange markets. Until now, only the negative 
aspects of the yen's depreciation have been highlighted. Indeed, conditions have been 
described as “bad” yen depreciation. However, the resumption of inbound travel will likely 
provide an opportunity for the positive effects of yen depreciation, which had been lost, to 
finally manifest. However, as mentioned earlier, the effects will be limited unless some 
additional changes are made. 
 
Still, the resumption of inbound travel has only just started and the government may have 
some additional plans in the works. In fact, it has already been reported that the 
government’s policy is now to further raise the daily limit for foreign tourists entering Japan, 
as the relaxation of entry requirements has created more capacity in terms of airport 
medical screening and other such measures. In addition to the proposal to "raise the limit 
to 30,000 visitors," there is also a proposal to "remove the cap," which will be discussed 
while monitoring infection conditions with the aim of implementing on 1 July. As 
international people flows are resuming, drastically relaxing overall entry restrictions, such 
as removing "upper limits" and the "group tour condition," is desirable, considering the 
positive impacts that such steps could provide to the economy. 
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