“A man is
great by
deeds, not by
birth”

-Chanakya
Welcome to II[-;'I:K I

| et
| |
INDIAN INSTITUTE OF MANAGEMENT KOZHIKODE
ﬁo.;uaucf*s

Working Paper

Y
Faoum1®

IIMK/WPS/560/FIN/2023/01

March 2023

What drives the currency exposure of firms in the hospitality industry?

A multi-country investigation

Ekta Sikarwar!

©
All rights belong to their respective authors.
Please contact the corresponding authors if you would like to access the full case.

1Associate Professor, Finance, Accounting & Control Area, Indian Institute of Management Kozhikode, IIMK Campus

PO, Kunnamangalam, Kozhikode, Kerala 673 570, India; Email - ekta@iimk.ac.in, Phone Number - 0495-2809676



What drives the currency exposure of firms in the hospitality industry?
A multi-country investigation

Abstract:

Firms in hospitality industry are sensitive to currency fluctuations, however, there has been a lack
of research to date on currency exposure and its drivers for hospitality industry. This study
investigates firms’ currency exposure for different sectors of the hospitality industry using a sample
of 1,640 firm-year observations from top 9 tourist destination countries over the period 2015-2022.
The study finds that along with financial hedging, firms’ operational factors play an important role
in determining their exposure. Specifically, an efficient utilization of assets, lower debt or

maintaining liquidity are crucial factors for firms to remain less vulnerable to currency fluctuations.
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