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BY ALAN LAM

F
or the cruise industry, 2020 will be
remembered as a year of
unparalleled privation, brought
about by protracted operational
suspensions, deep losses, and

sharply rising debts, setting the scene for a
challenging 2021.

It was a year of frantic search for cash,
and expenses cuts. And it is not over yet, as
the pauses in cruising activity are still being
extended. Since March 2020, hardly a month
has gone by without one or more of the major
cruise groups announcing dramatic fund-
raising measures in the guise of share issues,
note offerings, loan deferrals, debt
restructuring, and other measures. 

In the latest of a series of such moves, in
February, Carnival Corporation & plc (CCL)
closed another massive $1 billion share
offering, further diluting its shareholder equity,
while Norwegian Cruise Line Holdings Ltd
(NCLH) was able to amend a number of
export-credit-backed loan facilities in order to
defer amortisation payments of approximately
$680 million until March 2022. 

These announcements punctuated the
headlines, regulatory and otherwise, of the
sector throughout the year. The trend is
continuing relentlessly.

Despite all the efforts, the three major
cruise groups still looked decidedly
impoverished in terms of incomes and cash
reserves at the end of the financial year. There
was hardly any revenue for the last three
quarters of the year, while expenses remained
stubbornly high. 

Faced with the repugnant reality, the
industry, in order to remain afloat, is now
forced to sell family silver and to go to the
indifferent lenders with a chipped begging
bowl. The rest of the world could offer
sympathy with its plight but nothing of
material value to it. 

The era of triumphant end-of-year reports
is over; so are the days of plenty and
profligacy. Unlike in other segments of

In a period marred by deep losses, 
low revenues, asset sales, and cashflow
crises, the top three listed cruise groups
reported devastating full-year performance
results. The crisis is far from over.

Major cruise groups full-
year performance review
On the edge of a precipice, with
distressing losses and galloping debts

Top three listed cruise groups passenger number development trends
(thousands)

*CCL has not provided a figure for 2020 in its preliminary report Source: CCL, RCG, & NCLH

Top three listed cruise groups revenue development trends
(million US$)

Source: CCL, RCG, & NCLH
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shipping business, the debilitating
deterioration did not de-escalate towards the
end of the year. But the industry is not yet
staring down the abyss. It is fighting hard.
Though the boastfulness has gone, the
luminaries of the industry, with a large
measure of fortitude, are still extolling the
merits of cruising and its economic and
social contributions. But it is hard to speak of
these merits when mired in despondency.

Profound distress
As expected, the top three listed cruise

groups reported deep revenue falls in their
preliminary full-year financial reports for 2020,
with CCL suffering a 73.1% drop, Royal
Caribbean Group (RCG) 79.8%, and NCLH
80%.

When the crisis began in March, the
industry responded swiftly. For the remainder
of the year, constant efforts were made to
limit the damage. RCG, for example, after
reporting a hitherto unheard-of negative
$33.7 million revenue for the third quarter,
was able to decelerate the trend of
diminishing revenue through advanced ticket
sales. In the fourth quarter, it reported a
positive revenue of $34.1 million. Although
this was a long way from the $2.5 billion it
achieved in the same period of the previous
year, it had nonetheless shown that the worst
might be over. 

NCLH, which recorded the biggest
contraction in full-year revenue, reported a
99% fall in its fourth-quarter revenue.
Incredibly, this was a slight improvement on
the previous quarter, when the fall stood at
99.7%. Although the percentage difference is
marginal, it nevertheless shows how noxious
the business environment has become for
the industry. 

Like in any year, the revenue trend was
directly linked to the volume of passengers
carried. There was a clear correlation
between the percentage of passengers lost
and the percentage of revenue fallen. RCG
and NCLH, for example, reported falls of
80.2% and 81.8% respectively in their full-
year passenger numbers. These figures
roughly corresponded to the percentages of
their revenue drops in the same period.

So extensive are the falls that CCL
experienced, it is statistically meaningless to
report full-year passenger numbers and
passenger cruise days. NCLH carried no
passengers at all in the last three quarters of
the year. In the same period, RCG recorded
only a small, insignificant number of
passengers carried on board its ships. 

Because of the sporadic and tentative
operational resumptions, RCG was also able
to increase its numbers of passengers and

Top three listed cruise groups net result development trends
(millions US$)

Source: CCL, RCG, & NCLH

Top three listed cruise groups passenger cruise days
(thousands)

*CCL has not provided a figure for 2020 in its preliminary report Source: CCL, RCG, & NCLH
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passenger cruise days between the third and
fourth quarters, from 1,230 and 5,424 to
34,069 and 44,094, respectively. The narrow
gap between the passenger number and
passenger cruise day figures of the latter
period suggested that RCG operated shorter
cruises upon resumption.

Most of the revenues were generated in
the first quarter of the year, before the
shutdown. The 2020 full-year revenues and
passenger numbers painted a deeply
distressing picture of a shipping and
hospitality industry under the tyranny of the
Covid-19 pandemic.

Distressing losses
The net loss figures were even more

distressing. In 2020, CCL’s unprecedented net
loss of more than $10 billion and RCG’s net
loss of almost $5.8 billion were more than their
combined record net income figures of the
previous three years. NCLH’s net loss figure
was almost as high as its total net income
figure of the last six years.

There was, however, a redemptive aspect:
a decelerating trend in these losses. Through
its various cost-saving and expense-reduction
efforts, CCL continued to narrow its net losses
throughout the year. From the peak net loss of
$4.37 billion in the second quarter, the group
was able to bring it down to $2.8 billion in the
third quarter and to $2.2 billion in the final
quarter. 

Unfortunately, this small victory was not
replicated by CCL’s peers. Between the third
and fourth quarters, RCG registered a small
increase in net loss, from $1.34 billion to $1.37

Top three listed cruise groups operating expenses development trends
(millions US$)

*CCL figures include tour costs Source: CCL, RCG, & NCLH

Top three listed cruise groups operating income development trends
(millions US$)

Source: CCL, RCG, & NCLH
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billion. The group also booked an
unprecedented $1.57 billion impairment
charges and credit losses to add to its list of
afflictions.

For NCLH, the situation was equally
worrying. Having slowed the net loss from
$715.2 million in the second quarter to
$677.4 million in the third quarter, the loss
increased to $738.9 million in the final
quarter, largely due to its complete
cessation of operations and to repeated
extensions of the suspension.

In the absence of sufficient revenues,
major controls were exercised over costs
and expenses in order to slow the galloping
losses. These efforts achieved tangible
results. There were substantial falls in costs
and expenses thanks to personnel
redundancies, operational shutdowns,
temporary halts in investment, and other
aggressive measures. But they were
nowhere near the falls in revenues, so their
impacts on decelerating losses were limited. 

Much of the expenses were inevitable.
Mass ship lay-ups, for example, were a
huge cost item for all three cruise groups.
There were indications that cost-saving and
expense-reduction exercises might have
reached their limits by the end of 2020.
RCG’s monthly cash burn and forecast
remained unchanged between the third and
four quarters – in the range of $250 million
and $290 million. 

For CCL, the trend was more distasteful.
Its monthly average cash-burn rate for the
fourth quarter of 2020 was $500 million. This
was expected to rise to around $600 million

in the first quarter of 2021, putting a major
obstacle on the already tortuous path to
further deceleration of losses.

In a nutshell, cost and expense controls
were nowhere near compensating for the
losses of revenues. This was a
disheartening fact that persisted throughout
the last financial year and threatened to
eclipse all the endeavours of the current
one. 

Suffocating debts
Cash was now scarce. For the industry

to survive in such excruciating
circumstances, the only effective financial
tools left were selling assets, diluting equity,
and borrowing, which resulted in galloping
debt levels. The long-term debts for the

triumvirate more than doubled in the last 12
months. The average rise was 53%, with
CCL reporting a 56.3% increase at the end
of November.

The situation in this regard was very
fluid, as these groups were still borrowing
heavily to fuel the cash-burn furnace, and
the crisis was ongoing.

We expect to see the current levels
rising further in the first half of 2021, at least,
as the resumption dates are extended
repeatedly. So far, all the new borrowings,
which have been very substantial, are
destined for everyday expenditure, just to
keep the business afloat. 

No fewer than five major newbuildings
were delivered to the trio during 2020.
Several more are expected in 2021 and

Top three listed cruise groups long-term debt development trends
(million US$)

Source: CCL, RCG, & NCLH
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beyond. With operational cessation
continuing, these served not only to
increase debts but also to raise expenses.
Yet the commitments to ambitious
newbuilding programmes remained intact.
This could only make a bad situation worse
if resumption and recovery are not speedy
and sustained.

Original debts were deferred and
restructured. They still needed to be
serviced in due course. The costs of debt
servicing in the coming years were set to
become a huge cost item, a major burden
on the badly bruised industry. It would mean
increases in expenses and unyielding
pressures on profitability. At worst, if not
properly managed, it would derail the
industry; at best, it would stunt its growth. 

To avoid either of these scenarios, the
trio would need a set of extraordinarily
favourable determinants in the coming
years: early full resumption of operations,
sustained robust demands, and firm prices,
among others.

Losses continue
So far, none of these determinants were

in place or visible on the horizon. In their
preliminary reviews, the three major cruise
groups were not even able to provide a
comprehensive performance guidance for
the immediate future. 

Cash position and booking trends
seemed to be the only solid guidance for
short-term future performances. Both of
these were anything but solid: the cash
position was fluid; the booking trend was

distorted by credit vouchers, cancellations,
and the so-called “pent-up” demand, which
should only be regarded as uncertain and
probably unsustainable.

There was no strength in future demand,
as claimed by some. CCL only
acknowledges that its forward bookings
were “within the historical range”. It did,
however, specify that its cumulative advance
bookings for the first half of 2022 were
ahead of those of 2019. “The company
believes the continued build-in cumulative
advanced bookings for this twelve-month
period ending May 2022 demonstrates the
long-term demand for cruising,” it stated. It
was easy to refute such a claim, as it could
be argued that the statement was not based
on anything empirical or on reliable data.

Every factor in existence supported the
assertion that 2021 would be another year
of losses. There was only one possible
forecast at this juncture, and it was
characterised by a CCL statement:
“Currently, the company is unable to predict
when the entire fleet will return to normal
operations, and as a result, unable to
provide an earnings forecast.” 

CCL went on to stipulate that the pause
of operations would have “a negative
material impact” on all aspects of its
business, including its liquidity, financial
position, and net results; it therefore
expected a net loss for the current financial
year.

RCG was equally vague in this regard. It
reported that its bookings for the second
half of 2021 were “in line with anticipation”.

Like CCL, RCG was unable to provide
credible guidance for its 2021 performance
other than stating that it expected the loss to
continue.

“The company’s operation is still subject
to the impact of Covid-19,” stated RCG.
“Consequently, the company cannot
reasonably estimate its financial or
operational results. Notwithstanding the
foregoing, the company expects to incur a
net loss on both a US GAAP and adjusted
basis for its first quarter and the 2021 fiscal
year, the extent of which will depend on
many factors including the timing and extent
of the return to service.”

Its near-term prospect was therefore still
one of losses. 

Avoiding the precipice
Once sailings resume, it will not be

difficult for the figures to recover from their
current positions. There will be “pent-up”
demands for the initial period. We will see
both passenger numbers and revenues
rising sharply. Whether or not this will be
sustained is debatable. 

For now, the former optimism lies
dormant. The industry is clinging on to any
morsel of good news, constantly counter-
balancing the endless stream of bad news
with such less-than-convincing statements
as “we see strong demand for the second
half of 2021”, and hoping that by then a
significant number of ships will be setting
sail and the precipice avoided. 

But how close has the cruise industry
been driven to the precipice in 2020?


