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Abstract

The objective of this study is to introduce the concepts and theories of conditional heteroscedastic volatility
models and the news impact curves and apply them to the Korea inbound tourism market. Three volatility models
were introduced and used to estimate the conditional volatility of monthly arrivals of inbound tourists into Korea
and news impact curves according to the three models. Results of this study are as follows.

As the proportion of American tourists occupied a large amount of Korea inbound tourism market, the markets’
forecasting is very important. The news impact curves which used EGARCH model (1,1) and TGARCH model(1,1),
with data on these tourists to Korea showed an asymmetry effect of volatility. It was common that bad news
means that it was estimated more sensitively than good news

From these results, we will notice that American tourists who visited Korea only for tourism are affected by
good news.

The result suggests that the Korea government and tourism industry should pay more attention to changes in
the tourism environment following bad news because conditional volatility increases more when a negative shock
occurs than when a positive shock occurs.
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