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Executive Summary

Tourist arrivals projected to surpass 2.0Mn in 2024E, Expected to exceed pre-pandemic levels by 2025E

A 2024 commenced on a positive note, witnessing over 200,000 arrivals within the first three months. However, as the winter season draws to
a close, a temporary slowdown is anticipated, with expectations of a gradual pickup starting from July. Hence, we project the year to
culminate with 2.1Mn arrivals, generating a revenue of USD 3.0Bn. By 2025E, tourist arrivals are forecasted to reach 2.5Mn, indicating a
gradual resurgence beyond pre-pandemic levels.

Opportunity for Sri Lanka's tourism sector to increase focus on key source markets as they have yet to regain pre-pandemic

outbound tourism levels

A Sri Lanka's primary source markets, such as India, Russia, the UK, and China, are still striving to attain pre-pandemic outbound tourism
levels presents an opportunity for the Sri Lankan tourism sector to focus efforts on regaining its presence in these key markets.
Additionally, the depreciation of the Sri Lankan Rupee (LKR) has become a significant factor, making holidays in Sri Lanka more financially
feasible compared to pre-pandemic times.

MICE tourism takes a hit losing the market to regional peers amidst MRR implementation

A The Minimum Room Rate (MRR) has hindered the growth of Colombo hotel occupancy rates and potential to discourage many MICE
(Meetings, Incentives, Conferences, and Exhibitions) groups from choosing Sri Lanka due to the comparatively higher MRR of Colombo
city hotels compared to regional peers.

Top Recommendations for the sector

A Overseas exposure: AHUN, KHL, CONN

A Coastal and Boutique hotels: LHL, RHTL, RPBH, SHOT, STAF
A City hotels: AHPL
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ISri Lanka Tourism Key Statistics

O1. Tourist Arrivals 04. MICE arrivals out of
*2024YTD : 718,315 total arrivals
(+84.3%Y0Y) 2024YTD : 7.7%

2023 : 5.5%

02. Tourism Earnings 05. Occupancy
*2024YTD : USD 1,025.9Mn *2023 : 42.0%
(+103.0%Y0Y) 2022 : 30.4%

03. Average spending
per tourist

2023 : USD 1,390.4
(-11.9%Y0Y)

~ 06. Average Duration
@, of Stay (Nights)

2023 :8.4
2022 : 9.3

*Tourist arrivals i Jan- 15" Apr 2024
*Earnings i Jan-Mar 2023
*Jan-May 2023 Occupancy rate
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As projected, tourist arrivals have consistently exceeded expectations since the fourth quarter of 2023, signaling a robust recovery trajectory for the
Hotels and Tourism sector. This trend underscores a promising outlook for the industry. Hence, we maintain our recommendation at BUY
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Majority of hotel sector counters register YoY gains amidst tourism boom
and economic recovery
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I 2024 industry developments driving arrival growth

Promoting Sri Lanka tourism

Property refurbishment

Airlines resumption and

Travel ease

Sri Lanka Tourism Promotion event in Melbourne
draws Australian dignitaries and enthusiasts

TOURISM
After Nas Daily success, Sri Lanka
tourism focuses more on influencer

BUSINESS
Infused with Sri Lankan Heritage

Hilton Colombo unveils refurbished rooms and
suites

UK's revised travel advisory boosts
confidence in Sri Lankan tourism

marketing

Galadari Colombo kicks off multi-million dollar
renovation

BUSINESS

Thai Airways back to Colombo after 4 years

March 18, 2024 1:06 & 0 comment

BUSINESS

Push to attract tourists to SL as a prime
destination

1000 vehicles to be imported for Tourism Sector

under two categories

Hong Kong's Cathay Pacific resumes
flights to Sri Lanka

L_Feb3 2024 @ 78 - 0 + Al lin
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Tourist arrivals projected to surpass 2.0Mn in 2024E, expected to exceed
pre-pandemic levels by 2025E

No. of Arrivals 2024E to close the year with 2.1Mn tourist arrivals with USD 3.0Bn in earnings Earnings (USD Mn)
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The average length of tourist stays keeps pace with peers, driving

occupancy r at

es e

While the average duration of stay (Nights) in Sri Lanka remains comparable to regional peers, there has been a marginal contraction compared to 2022. This trend
underscores the need for robust further development initiatives to enhance the country's tourism offerings and prolong visitor stays, thereby maximizing economic benefits

Average duration of stay and Occupancy rate

Average nights

Average 10Yr occupancy

(2010- 2019): 71%
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éi ndicating promising rsecdooim2024 of t h

A The year 2024 commenced on a positive trajectory, with Sri Lanka welcoming more than 200,000 arrivals for the first three consecutive months. However, with the winter
season drawing to a close, a slowdown in tourist arrivals is anticipated in the upcoming period. Based on the historical trend, potential pickup is forecasted for Jul 2024.

A Meanwhile, a YoY recovery trend is evident from various source markets, reflecting positive momentum. However, there's a notable gradual pickup in Chinese arrivals
during the year, accounting for 6.2% of the total arrivals in the 1Q2024.
m 2018 m2022 m2023 &2024E

300,000
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150,000

Arrivals

100,000
50,000
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Source: SLTDA, First Capital Research

|
- @
Germany China

Q2024: 91,205 (14.2%Y0Y) 1Q2024: 58,819 (109.2%YoY) 1Q2024: 48,176 (86.4%Y0Y) 1Q2024: 39,212 (617.4%Y0Y)
1Q2018: 31,701 1Q2018: 77,123 1Q2018: 56,787 1Q2018: 81,305



Opportunity for Sri Lanka's tourism sector to increase focus on key source
markets as they have yet to regain pre-pandemic outbound tourism levels

| ' A
K

* I China

Outbound tourism

(Mn)

GDP per capita
(2024 estimate)

Countries offer Visa

free travel

No.of airlines
operating to/from SL

Main purpose of visit
to SL

Apr 2024

2022: 21.6Mn
2019: 26.7Mn

USD 2,730
(+21%YoY)

62 destinations
(Sri Lanka, Thailand,
Malaysia, etc.)

2022: 95.7Mn

2019: 154.6Mn

USD 13,140
(+5%Y0Y)

10

84 destinations
(Sri Lanka, Thailand,
Indonesia, etc.)

2022: 22.5Mn

2019: 45.3Mn

USD 14,390
(+18%YoY)

Vacation, Business

03

125 destinations
(Sri Lanka, Thailand,
Vietnam, etc.)

Vacation, Business

04
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Vacation

2022: 71.0Mn

USD 51,070
(+10%YoY)

2019: 93.1Mn

193 destinations
(Thailand, Vietnam,
Malaysia, etc.)

16

Vacation, Visiting
friends and relatives

Source: IMF First Capital Research



ISri Lanka surges ahead of Maldives in arrival growth

Tourist arrivals in Sri Lanka have consistently lagged

mmm Maldives: Arrivals mmm Sri Lanka: Arrivals ===Maldives: Growth YoY ==Sri Lanka: Growth YoY behind those of the Maldives over the past four years.

However, the YTD figures for 2024 indicate a

significant shift, with Sri Lanka surpassing the

Maldives in tourist arrivals. This surge can be

250% attributed to a notable increase in Indian travellers
visiting Sri Lanka.

2,500 300%

2,000
200%

The spike in Indian arrivals to Sri Lanka follows a
150% diplomatic row between India and the Maldives,
leading to a boycott of Maldives by many Indian
tourists. Consequently, Sri Lanka's tourism sector
100% appears to be benefiting greatly as a preferred
destination for Indian travelers due to its proximity and
attractions.

1,500

50%
1,000

No. of Arrivals (000)

0% Amid declining Indian travelers, the Maldives has
successfully attracted Chinese tourists, who now
dominate its source market. Chinese travelers are

-50% known for their higher spending habits, ranking first

globally in tourism expenditure even during the

pandemic. This shift highlights the Maldives'
adaptability and the lucrative opportunity in catering to

Chinese tourists' preferences.

500

-100%

-150%
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 (YTD)

Source: SLTDA, Ministry of Tourism Maldives, First Capital Research
*2024YTD i Jani 15" Apr 2024
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Depreciation of LKR has made SL holidays affordable compared to pre-
pandemic levels

LKR has depreciated over 60% compared to pre-pandemic times, which Sri Lanka tops list of affordable destinations for
made the cost of living in SL more affordable for international travelers. Digital Nomads

Cost of living (rent, food, transport

USD/LKR and utility bills) per month
400.00
350.00 1 Sri Lanka £491.00 $624.00
2 Argentina £573.00 $728.00
300.00 3 Colombia & North Macedonia £578.00 $734.00
LKR depreciated 4 Indonesia £591.00 $751.00
25000 64.9% P 5 Malaysia £649.00 $824.00
6 Brazil £677.00 $860.00
200.00 ml 7 Ecuador £694.00 $882.00
8 South Africa £738.00 $937.00
150. 00‘19 O A A N A S S Y Among the 50 countries offering digital nomad visas, Sri Lanka stands out as
& VQ )owoowfwvé‘»s&wo&wfwvé‘») woé'vfwvé:» s&woéwfm@m the best value for money, boasting an average monthly cost of living at USD

624.0. This represents a 14% savings in disposable income compared to the
second most affordable country on the list

Source: CBSL, First Capital Research
Source: CBSL, Flamingo app, First Capital Research
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MRR implementation may hinder growth of City hotels in the medium
t er meé

A The MRR, initially enforced for Colombo city hotels from 1 October 2023 to 31 March 2024, is now poised for extension, serving to ensure fair competition and
to reposition the country as a high-end holiday destination to boost foreign earnings.

A Arguments have surfaced suggesting that the implementation of the minimum room rate has hindered the growth of Colombo hotel occupancy rates and deterred
numerous MICE groups from choosing Sri Lanka due to the comparatively higher MRR of Colombo city hotels compared to regional peers.

A City hotels in Colombo are losing occupancy to Negombo hotels due to the latter's significant discounts on room rates. Travellers, who typically spend two nights in
either city before embarking on round trips, prioritize affordability over luxury for their short stays. This trend underscores the importance of cost-consciousness in
travellers' lodging decisions during the visits.

Type of Sri Lankal Sri Lanka Vietnam Thailand Indonesia Malaysia

Accommodation (Colombo: (Colombo: (Ho Chi Minh (Bangkok) (Jakarta) (Kuala
Prior to MRR) MRR) City) Lumpur)

Average Room Rate 5 Star 70+ 100+ 120+ 90+ 110+ 85+
(ARR USD) 4 Star 50+ 75+ 65+ 60+ 60+ 60+
-City Hotels 3 Star 35+ 50+ 40+ 40+ 45+ 30+

Type of Sri Lanka Negombo Dambulla Nuwara Eliya

Accommodation (Colombo MRR)

Average Room Rate

(ARR USD) 5 Star 100+ 75+ 80+ 125+ 150+ 100+
-Regional comparison 4 Star 75+ 50+ 40+ 75+ 100+ 70+
3 Star 50+ 30+ 30+ 50+ 50+ 35+

Source: booking.com, First Capital Research
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éas MICE tourism takes a hit | osing I

MICE tourism from India contracted on a YoY basis
100%

A The implementation of the MRR s likely to disproportionately affect specific
segments of the tourism industry, particularly the MICE (Meetings, Incentives,
Conventions, and Exhibitions) sector, which is one of the fastest-growing segments
in tourism.

90% m Other

80%

= Business A MICE tourism tends to be concentrated in urban areas due to the presence of
extensive infrastructure supporting such events. Leading destinations for MICE
tourism in Asia include cities like Singapore, Bangkok, Kuala Lumpur, and Mumbai,

where there is ample infrastructure and facilities to accommodate large-scale
MICE events
A Given the bulk nature of bookings, the higher Minimum Room Rate (MRR) in
Colombo compared to regional competitors may deter MICE groups from choosing
ST T B Sri Lanka as their destination, potentially impacting the growth and development of

70%
60%
50%

40%
P this lucrative tourism segment.

30%
20%

m Pleasure/ Vacation

10%

0% Source: SLTDA
Mar- 23 Mar- 24

Apr 2024 First Capital Research



éhowever, potenti al mayelewate 8rebharekh as pramiert
destination

Cinnamon Life Integrated Resort ITC Ratnadipa Colombo Port City Colombo

A Commenced operations in Apr 2024

A The landmark hotel is their first project outside
India for ITC with the investment of USD 300.0Mn
to feature about 352 rooms

A Expected to open in 2H2024E

A Conferencing capacity (~5,000 pax), 800 guest
room hotel, 7 specialty restaurants (~1,300 pax)
and entertainment facilities including Casino

Cinnamon Life Integrated Resort and ITC Ratnadipa, classified as Tier 1 hotels, will command premium pricing above USD 170.0 per room,

reflecting their super-luxury status
Tier 2 hotels, such as Cinnamon Grand, Taj etc, typically offer rooms in the range of USD 100.0 to USD 130.0

With the introduction of these luxury hotels, there may not be a significant impact on existing 5-star city hotels in Colombo, as they cater to
different segments of the market with varying price points and amenities
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