
The Buck Stops (coming) Here 
 

Over the last month the US dollar has weakened to the stage that the pound has broken through the $2 

barrier. This latest shift means that the US dollar has now decreased in value against the pound by 

almost 12% in less than a year and 35% over the last five years.  

 

While this is great news for UK residents planning to travel to the USA, it has made the inbound tourism 

industry very nervous. The reason for this is that American tourists are more sensitive to exchange rate 

fluctuations than one would expect. 

 

Price elasticity work by VisitBritain concludes that the amount that Americans spend in the UK fluctuates 

by 1.45% for every 1% change in the exchange rate between the two countries. That means that if the 

US dollar strengthens by 1%, the UK's earnings from American tourists increases by 1.45%. 

Conversely, if the dollar weakens 1% then our tourism earnings from the USA decrease by 1.45%. 

 

So in the space of a year, the 12% decrease in the value of the dollar mains that the UK is now gaining 

17.5% less in tourism revenue from the US market than it would otherwise. Even more worryingly, the 

35% decrease in the value of the US dollar over the past five years means that our earnings from 

American visitors are now 50% lower than they would be if the exchange rate were the same as in 2002. 

 

This wouldn't be too bad if the USA wasn't such an important market for the UK tourism industry. 

Despite the growth in short-haul budget airlines over the last 10 years and the influx of visitors from 

Europe, the USA is still the UK's most important market. American tourists spend £2.4bn per annum in 

the UK (£1.5bn more than Germany, our next largest market) which is 17% of the UK's total tourism 

receipts. 

 

This means that the UK's earnings from the USA are now £400m less than they would be if the 

exchange rate was the same as last year and £1.2bn less than what they would be if the exchange rate 

was the same as in 2002. 

 

The pound breaking the $2 barrier makes the UK a particularly "hard sell" in the American market. The 

normal response to this problem would be to increase marketing activity to highlight the benefits of the 

UK to waivering customers. But with the Government freezing VisitBritain's funding for over 10 years 

there is little chance of this happen. Which is why inbound operators are nervous. 

 


