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This study contributes to the modern portfolio theory by investigating the multi-dimensional spillover dynamics of tourism-linked ETFs for the period between March 11, 2020 and November 14, 2025, covering COVID-19 pandemic, Russia-Ukraine war, Fed’s monetary tightening, crypto market crashes, U.S. banking problems, corporate debt and bankruptcy surges, and heightened volatility in financial markets, which leads tourism sector to come to a halt.

Using an integrated methodological framework including Value-at-Risk (VaR), Conditional VaR (CVaR), risk-adjusted return analyses, wavelet approach and dynamic connectedness method based on QVAR approach, this study emphasizes that tourism-linked ETFs are exposed to significant downside risks and volatility spillovers - notably during periods marked by heightened financial stress.

The empirical evidence yields several implications for effective hedging performance and portfolio diversification.

· First, the coronavirus effect is impact-generating on returns of selected ETFs where the risk-adjusted measures face with negative trends along with poor risk-adjusted performance, indicating systemic problems. Tourism-linked ETFs show lower risk-adjusted returns, with negative Sharpe, Sortino, and Treynor ratios, reinforcing their fragility and sensitivity to the pandemic-induced disturbances but the positive sign of Jensen Alpha is not enough to compensate for market risk. In that vein, tourism-linked ETFs have performed worse based on sectoral vulnerability to COVID-19 outbreak, delivering negative risk-adjusted returns in its aftermath, along with total volatility, downside risk, and systematic (market) risk.

· Second, the historical ups and downs in ETF prices led to a higher downside risk in financial flows and eroded risk-alleviating role of such asset classes. Particularly, rising market stress and heightened volatility dramatically increased tail risk potential and thereby weakened risk alleviation methods. This is also manifested by a surge in volatility dynamics, especially during short- and medium-run frequencies, which limited diversification potential and amplified assets’ sensitivity to market risk.

· Third, the high-frequency isolated volatilities are pronounced in tourism sector, especially during the coronavirus outbreak, indicating to heightened short-term market shocks due to speculative motives and volatility spikes. On the other hand, tourism-linked ETFs have regime-contingent dependence on sectoral vulnerabilities and track the same dynamics at low frequencies, indicating strong coherence and long-term co-movement across all-indices.

· Fourth, Considering the connectedness approach, the findings yield striking outcomes for investors. On the one hand, a surge in total connectedness indices of tourism-linked ETFs across different market conditions indicates high responsiveness of volatility dynamics based on economic uncertainty, geopolitical risks, micro- and macro-level expectations, liquidity level, and speculative activities. Volatility transmission is found to be non-linear and regime-dependent towards a marked increase during both bear and bull markets.

· Finally, the volatility is highly persistent and has long-lasting effects along with a long-memory behavior in return volatility. The sensitivity of volatility is also positive to recent shocks where market shocks immediately increase volatility. Notably, extreme losses are much more likely than under a normal distribution and co-movements of extreme returns during crisis periods for tourism sector.
Overall, the study offers valuable insights and strategic recommendations for financial investors as well as financial strategists, policymakers, and regulators oriented toward developing resilient portfolio choices and investment models against the negative impacts of global shocks and uncertainties. Moreover, by detecting trends in those distinctive results, this study may provide resilient portfolio choices and investment models against the negative impacts of global shocks and uncertainties. 



