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HVS Monday Musings: Will Travel Defy Inflation?
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Inflation is soaring in many countries due to a combination of factors such as rising fuel

prices, ongoing supply disruptions, strong demand, and the Russia‐Ukraine war. While the

central banks around the world are raising benchmark interest rates to try to control the

situation, inflation is likely to remain high in the near term. For instance, the US recorded

four‐decade‐high inflation in May 2022, prompting the Federal Reserve to raise interest rates

by 75 basis points ﴾bps﴿, the largest rate increase since 1994. A similar pattern can be seen in

the UK and several other countries. India, also, recently reported eight‐year high inflation, resulting in rate hikes

by the RBI.

Rising prices are affecting all industries, including travel and tourism. Reports indicate that the sharp 120% rise in

aviation turbine fuel ﴾ATF﴿ prices since Jun 2021 has already resulted in a 50‐75% increase in domestic airfares on

popular Indian routes in the last year, and airfares are likely to get dearer in the coming days. Rising input costs

have also impacted hotel operations. While occupancy is near pre‐pandemic levels at most destinations, which is

a positive sign for the industry, the rising cost of raw materials, high manpower costs, and now the increased

borrowing costs due to rising interest rates are weighing on operations and GOP.

 

Although inflation may slow the industry’s recovery, there are still some bright spots. For one, hoteliers are no

longer afraid of passing on some of the rising costs to customers in the form of higher room rates because they

understand that it is necessary to survive the current inflationary pressures. The fear of rising average room

rates negatively impacting demand seems to be finally easing out.

This is primarily because rising costs have yet to have a discernible impact on travel demand. As per the recent

RateGain PULSE report, bookings in India have witnessed a 178% year‐on‐year growth in May 2022 even

though travel costs are rising in the country. There is significant pent‐up demand and a strong desire to travel

after two years of little to no travel. People saved money during the pandemic and are now ready to indulge

their travel desires and splurge more on vacations. People are eager to travel to new, far‐off destinations, but

with rising inflation and growing economic uncertainty, they will be more likely to balance it out with staycations

and short weekend getaways at driveable destinations to manage their discretionary spending. Meanwhile,

  Comments

Summary

Soaring inflation may
dampen the hotel industry’s
recovery in the near term,
but there are some bright
spots. Read on to know
more.

Travel & Tourism

Economic Trends and Cycles

COVID‐19 India

United States United Kingdom

FILED UNDER
CATEGORIES



About Mandeep S Lamba

Mandeep S. Lamba, President – South Asia, oversees the HVS global hospitality practice
for South Asia. He has spent over 30 years in the hospitality industry of which the last
19 have been in CEO positions. Having worked with leading International and domestic
Hotel Companies such as IHG, Radisson & ITC Hotels, he also set up joint venture
companies with Dawnay Day Group UK and Onyx Hospitality, Thailand to own and
operate hotels in India giving him a broader exposure to the hospitality business.
 

An established industry leader, Mandeep has won several awards and recognitions in India and abroad for
his accomplishments and contribution to the hospitality industry. He is a Certified Hospitality Administrator
from the American Hotels Association ﴾CHA﴿, a member of the Royal Institute of Chartered Surveyors, UK
﴾MRICS﴿ and a member of the Tourism Council of CII ﴾Northern India﴿. His views are often solicited for
television and print media as a spokesperson for the hospitality & tourism sector.
 
Prior to joining HVS in 2018, Mandeep was the Managing Director, Hotels & Hospitality Group for JLL. 

Contact Mandeep at +91 981 1306 161 or [email protected]
 

About Dipti Mohan

Dipti Mohan, Associate Vice President ‐ Research with HVS South Asia, is a seasoned
knowledge professional with extensive experience in research‐based content creation.
She has authored several ‘point of view’ documents such as thought leadership reports,
expert opinion articles, white papers, and research reports across industries including
hospitality, real estate, infrastructure, cement, and construction. Contact Dipti at
[email protected]

corporate travel has recently resumed and will continue to pick up steadily as virtual events return to physical

mode and companies seek to regain the growth momentum lost during the pandemic. Finally, the weakening of

the Indian Rupee against the US Dollar may help boost inbound tourism, as a weaker rupee makes holidays in

India cheaper for foreign tourists, making the country a more attractive destination for foreign travelers,

especially those from developed economies.     


