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Three Hawaii tourism fat-tailed risks with stochastic arrival times

ÁGeophysical event risk:  volcanic, seismic (earthquakes, tsunami), cyclonic

ÁGeopolitical event risk:  terrorism (9/11), war (Iraqnaphobia), bad economic policy 

(unilateralism, tit-for-tat trade policy)

ÁBiological event risk:  Wuhan coronavirus (2019-nCoV), H1N1-A (2009), SARS (2003)

Remember: low- to no-growth tourism or economies do not avoid fat-tailed risk;

in fact, risk exposure is heightened (risk-adjusted returns are reduced);

pandering to populist sentiment (NIMBY) lowers risk-adjusted returns

Risk-mitigation strategies:  diversification (domestic v. international; mature v. emerging), 

securitization (condo, interval ownership), innovation (app-based lodging management)
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China, Japan Hawaii tourism examples:  macro + risk forces converge

[This slide intentionally left blank]
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Monthly, thousands, s.a. (log scale)
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Source: Monthly data through December 2019 from Hawaii Tourism Authority, Hawaii DBEDT (http://dbedt.hawaii.gov/economic/mei), seasonal adjustment by TZE
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http://dbedt.hawaii.gov/economic/mei
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In just two years Trumpôs Trade War has raised average tariffs 

between U.S. and China to 20 percent (tax on residentsô imports)

Average 

tariff rate, 

percent
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Source: Peterson Institute for International Economics (PIIE) U.S.-China Trade War Tariffs:  An Up-to-Date Chart (https://www.piie.com/research/piie-charts/us-china-trade-war-tariffs-date-chart), accessed January 27, 

2020; see also https://www.piie.com/blogs/trade-investment-policy-watch/trump-trade-war-china-date-guide. 

Tariff rate increases 

unilaterally initiated by 

the Trump Administration 

in early 2018, combined 

with tit-for-tat retaliatory 

Chinese tariffs in several 

waves, reduced U.S. 

China trade 

https://www.piie.com/research/piie-charts/us-china-trade-war-tariffs-date-chart
https://www.piie.com/blogs/trade-investment-policy-watch/trump-trade-war-china-date-guide
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Actual U.S. exports to China and ambitious targets in Trumpôs U.S.-

China ñPhase Oneò Trade Deal (which does not remove most tariffs)
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*Most tariffs remain in place, agreement neither addresses Chinese industrial subsidies nor state-owned enterprises (SOEs), the very issues which 

putatively prompted the Trade War, and ignores uncovered exports; managed trade targets are likely to be trade-diverting rather than trade-creating.

Source: Peterson Institute for International Economics (PIIE) (January 21, 2020) Unappreciated hazards of the US-China phase one deal (https://www.piie.com/blogs/trade-and-investment-policy-watch/unappreciated-

hazards-us-china-phase-one-deal) identifies five other problems:  (1) uncertainty; (2) tech export controls; (3) China slowdown; (4) prior sourcing diversion; (5) lower demand from event risk (i.e. African swine fever).
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https://www.piie.com/blogs/trade-and-investment-policy-watch/unappreciated-hazards-us-china-phase-one-deal
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Source: NABE Outlook Survey (December 2019) (https://www.nabe.com/NABE/Surveys/Outlook_Surveys/December_2019_Outlook_Survey_Summary.aspx);   Question:  ñWhat is the greatest downside risk to the U.S. 

economy through 2020, considering both probability of occurrence and potential impact?ò

NABE Survey December 2019:  ñWhat is the greatest downside risk to the 

economy through 2020, considering probabilityéand potential impact?ò
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