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Southern European tourism back to pre-
Covid levels

Tourism has made a dramatic comeback in Southern Europe. The
number of room nights is set to exceed pre-Covid levels for the first
time, with Portugal experiencing a record year in 2023. While this
brought welcome economic relief to many, the dramatic effect on
growth rates will fade this year

Portugal was a
particularly popular
tourist destination in
Europe last year

Tourism in southern Europe surpasses pre-Covid levels in 2023

Eurostat figures reveal that the tourism sector in Southern Europe (including Spain, Portugal, Italy,
France, Greece, and Portugal) fully recovered from the covid pandemic in 2023. From January to
October, the total number of room nights reached 1.46 billion, surpassing pre-pandemic levels. The
surge was driven by a robust growth of 11% in the number of nights spent by foreign visitors;
similar resident numbers remained stable compared with the previous year.

The year of the big return
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We don't yet have the data for the final months of 2023 for all countries but current figures
already show that tourism in southern Europe has fully recovered from the effects of the
pandemic in 2023. This rebound occurred despite economic challenges such as high inflation, a
slowdown in growth, and escalating geopolitical tensions and conflicts. Don't forget, there was an
absence of Russian tourists and a significant decline of Chinese visitors compared with 2019. There
was high demand from North American travellers, and we saw a notable growth in intra-European
tourist flows. The substantial pent-up demand last year from households unable to travel during
the pandemic contributed to 2023 being the “year of the big return”.

An uneven recovery

While the rapid recovery was evident in Southern Europe as a whole, there were disparities among
countries. Portugal outperformed, with a 9% increase in the number of nights spent compared to
pre-Covid levels, while Italy lagged at 1.6% below its 2019 level, mainly due to a decline in
domestic tourism. The latter was still 3.8% below its pre-pandemic level from January to October,
while the number of nights spent by inbound tourists was already 0.5% above the 2019 level.

Evolution of number of nights spent from January to October
2023, compared with 2019

Portugal 9.0%
Greece 1.7%
Italy -16%
France 2.0%
Spain 2.7%
-4.0% -2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%
Source: Eurostat

Portuguese tourism hits record year

2023 was a record-breaking year for Portugal's tourism sector. Several factors contribute to
Portugal's rapid growth as a favoured tourist destination. The country is relatively cheap compared
to other tourist destinations, has a pleasant year-round climate, and benefits from shorter flight
durations from North and South America, contributing to the notable influx of visitors from the US,
Canada, and Brazil.

Portugal's tourism sector growth again exceeded GDP growth in 2023, a pattern that was already
in place before the pandemic. In 2019, tourism already accounted for nearly 15 per cent of gross
domestic product, making it a key factor for growth in the country. As the chart below shows, the
number of nights spent by tourists has surged by 67% since 2013, surpassing GDP growth. Apart
from Portugal, Greece's tourism sector has consistently grown faster than the rest of the country
over the past decade. The number of nights spent by tourists in Greece rose by 63%, which starkly
contrasts with the other Southern European countries. Spain, Italy and France witnessed an
increase of respectively 24%, 13% and 11% since 2013.
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The number of nights spent in different southern European

countries
First 10 months of each year (2013 = 100)
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Strong growth of domestic tourism on the Iberian Peninsula

With 47% of tourist nights booked by residents in Southern Europe, it is also key to analyse the
domestic tourism market. Notably, the Iberian Peninsula is benefiting from strong growth in
domestic tourism, with domestic overnight stays between January and October surpassing 2019
levels in 2023 by 6.8% in Spain and 7.5% in Portugal. Both countries are continuing the trend that
had already started before the pandemic.

Since 2013, domestic overnight stays have increased by 55% in Portugal and 33% in Spain, as the
chart below shows. Various factors contribute to this trend, such as growing environmental
awareness, the convenience of domestic travel, budget considerations and a rise in the number of
young people making multiple shorter trips, such as city trips a year. The sustained growth in
domestic tourism last year may have also been bolstered by government measures aimed at
supporting purchasing power in both countries.
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The number of nights spent by domestic tourists in different
southern European countries
First 10 months of each year (2013 = 100)
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The recovery in tourism was a welcome economic relief in 2023

Thanks in part to the ongoing recovery in tourism, GDP growth in Southern Europe exceeded the
average for the Eurozone in 2023. Additionally, the revival of the tourism sector contributed to job
creation in these countries. The influx of tourists posed challenges for many hotels in Southern
Europe, struggling to adequately staff their establishments before the official start of the tourist
season. This shortage was exacerbated by individuals who had left the sector during the pandemic
and had since found employment in other industries.

Now that the tourism sector has fully recovered, such a positive impact on growth and
employment in 2024 is expected to be somewhat diminished. Also, some external factors, such as
the unusually hot and dry weather conditions of the previous year, may prompt certain tourists to
choose alternative destinations. Nonetheless, indications suggest that the tourism sector will
experience growth this year, as cooling inflation and a pick-up in wage growth which ensures that
real purchasing power will rise again. Moreover, the number of visitors from China to Europe is still
well below pre-Covid levels. This year, a growing number of Chinese visitors could further support
the tourism sector.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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