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BY ALAN LAM

B
rands with major financial
backing from their parent
companies, such as Saga
Cruises and Fred. Olsen Cruise
Lines, have survived the

protracted pause, though their revenues
have suffered sharp drops and earnings
have fallen deep into negative territories.
Those with means of raising cash to finance
the expenses and with valuable assets to
shore up their balance sheets, such as
Lindblad Expeditions and Ponant, have also
survived the impact so far. But they have all
sustained serious and extensive financial
injuries that will take a long time to heal.

Spare a thought for those that have not
survived the crisis. They have shown the
fragility of the segment. Earlier in the
pandemic, several brand names quickly
vanished from the scene. There may be
more insolvencies to come, as the

aftershock is not yet felt. It is still unclear
how many will be left standing by this time
next year.

For those who have survived this crisis,
bigger market shares will be their reward.
The demise of CMV will probably benefit
Saga and Fred. Olsen in this regard. But
right now this is cold comfort, because the
entire market demand has shrunk. Bigger
market shares do not mean bigger revenues
under the circumstances.

Complicated picture
The sharp falls in full-year revenues

were particular disheartening for those who
had struggled hard prior to the pandemic
and only managed incremental year-on-year
improvements, which were all swept away in
just a few months of inactivity. 

Between 2019 and 2020, Fred. Olsen
suffered a 78.7% fall in its full-year total
revenue, a further deterioration from the
73.7% drop for its earlier nine-month period,

Like their bigger
contemporaries,
smaller, specialised,
and independent
cruise lines have been
financially devastated
by the pandemic.
Because the segment
is more fragmented,
the patterns of
destruction have been
more complicated.

Smaller cruise line segment
full-year performance review 
– a complicated and deteriorating picture
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thanks to the continuing operational pause.
The additional five-percentage-point slide
was better than it had been feared. The
company was able to slow the decline in the
last three months through strategic
marketing campaigns. It reported strong

sales for its second half of 2021 and 2022
programmes, part of which may be due to
having inherited some of the former CMV
clientele. 

But the company’s prospect is far more
complicated and fluid. It remains to be seen

if its two newly acquired ships and the
expanded fleet capacity will perform suitably
well in the post-pandemic seascape.

There are several other adverse factors
that could mean serious financial
headwinds for Fred. Olsen. In December,
the company decided to postpone the
restarts of operations for three of its ships to
April and May 2021. Its fourth ship, the 930-
lower-berth Braemar, would remain in lay-up
until 2022 because of the interruption in the
fly-cruise programme. “Initially, we believe it
may be more complex for us to operate the
planned fly-cruise programme, and we will
therefore instead focus on our extensive ex-
UK itineraries during 2021,” said Peter Deer,
the line’s managing director. 

These changes effectively erased its
first-quarter earnings prospect for the
current fiscal year. In February, the restarts
were delayed yet again, to June, thus
virtually cancelling the revenue for the first
half of 2021. In addition, it halted its 2021
river cruise programme and terminated the
charter contract of the river cruise vessel
Brabant.

Saga appeared to have taken a different
view on this. Having completed its ocean
cruise fleet renewal, the company seemed



to have sharpened its focus on developing
its European river cruise business. Between
now and 2022, it is expecting two 190-
passenger newbuilds, Spirit of the Rhine
and Spirit of the Danube, for its ambitious
expansion programme on those rivers. 

The financial situation was similar in the
specialised expedition cruise segment.
Having suffered a 69% drop in its nine-
month revenue, Lindblad Expeditions
reported a worsened 76% fall in full-year
revenue, a seven-percentage-point
deterioration. 

The falls were perfectly mirrored by the
drops in the number of passenger cruise
days. The lines carried virtually no
passengers in the last three quarters of
2020. For the full year, Fred. Olsen suffered
a 78.3% fall in passenger cruise days, while
the figure for Lindblad was 77.2%. Few
could survive such steep drops for long
without financial backing.

Deteriorating situation
The full-year losses of the segment

reflect the state of the business more
faithfully. The sharp reversal in fortunes was
truly heart-stopping. It has wiped out several
years of hard-earned incomes. The fall is
expected to continue well into the second
quarter of 2021 and beyond.

The losses have so far deepened with
each passing quarter. The full-year 2020
figures were far worse than those of the first
nine months of the year. 
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Lindblad Expeditions full-year tour revenue development trend
(thousand US$)

Source: Lindblad Expeditions Inc.

Fred. Olsen Cruise Lines full-year revenue development trend
(million NOK) 

Source: Bonheur ASA
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While the operations stopped, the
expenses continued. The longer the pause,
the deeper the loss. In the fourth quarter of
2020, Fred. Olsen reported a -103% EBITDA
margin. The net loss for the full year was an
eye-watering NOK 1,048 million. 

Before the crisis, this segment’s
profitability was already very weak and
sporadic. The pandemic has wiped out a
decade of net earnings for both Fred. Olsen
and Lindblad. 

The longer this goes on, the worse it
gets, as costs and expenses will mount.
Fred. Olsen’s ship lay-up cost amounted to
£3 million per month in the fourth quarter,
not to mention the rapid depreciation of
these old vessels. 

Fortunately, there were corresponding
falls in operating costs, but they could do
little to slow the deterioration and in no way
compensate for the net losses incurred in
the absence of revenues. In any case, the
51.3% and 45% respective falls in operating
costs for Fred. Olsen and Lindblad could
not compare with the bigger 78.7% and 76%
losses of revenues.

The cost and expense headwind might
have just started to blow for the segment, as
debts mounted. Between 2019 and 2020,
Lindblad’s long-term debt, for example, rose
by nearly 51%. There had been a rising
trend in the company’s debt levels in recent
years, mainly due to its newbuilding
investments. It has another $150 million
newbuild on the way in 2021. This will cause
another spike in its long-term debts. As a
consequence, its costs and expenses will
also gallop. Recent newbuilding sprees
could mean that debt servicing becomes a
major cost item for the segment in the
medium term.

As for Fred. Olsen, the potential
operating costs of its two bigger newly
acquired ships, the 1,400-lower-berth
Bolette and Borealis, are as yet
unaccounted for. When they eventually set
sail, we will see the line’s operating expense
rising significantly. Filling these bigger ships
will be a challenge; it also means a higher
break-even point.

Opportunistic upbeat
There is now an increasingly upbeat

sentiment among the smaller cruise
operators, one that is far less pronounced
among their bigger peers.

While some brands have gone into
administration, others, despite the
tightening financial constraints, have gone
on a strategic shopping spree, because the
opportunistic bargains are simply too
alluring to miss. We’ve already seen Fred.

Lindblad Expeditions full-year EBITDA & EBIT development trends
(thousand US$)

Source: Lindblad Expeditions Inc.

Fred. Olsen Cruise Lines full-year EBITDA & EBIT trends
(million NOK)

Source: Bonheur ASA

Full-year passenger cruise days

Source: Bonheur ASA & Lindblad Expeditions Inc.

Fred. Olsen’s ship lay-up cost amounted to £3 million 
per month in the fourth quarter, not to mention the 
rapid depreciation of these old vessels. 
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Olsen spending NOK 916.8 million
acquiring two Holland America Line ships.
In March, Lindblad reported that it had
acquired a majority 70% stake in DuVine, a
luxury cycling and adventure travel
company, and an 80.1% interest in Off the
Beaten Path, an operator specialising in
conducting tours of national parks in the
USA.

These are strategic moves in time of
crisis, moves that could only be made if the
prospect was deemed to be upbeat. They
could mean increasing market shares in the
post-pandemic landscape. “These
businesses are ideal complements to our
existing platform, and we look forward to
building them into meaningful contributors
in the years ahead,” said Sven-Olof
Lindblad, president and CEO of Lindblad
Expeditions Inc. “There is significant and
growing demand for high-quality adventure
travel, further evidenced by our current
booking strength, and we will continue to
look for additional opportunities to broaden
and deepen our experiential offerings, both
organically and through acquisitions, to
aggregate larger audiences.” 

So even under these excruciating
circumstances, Lindblad is looking to
expand opportunistically. They are not alone
in this: several recent asset acquisitions
have suggested that a few key players in
this segment are making similar moves. 

While the financial situation deteriorated,
confidence about the future has headed in

Lindblad Expeditions full-year net incomes
(thousand US$)

Source: Lindblad Expeditions Inc.

Fred. Olsen Cruise Lines full-year net results
(million NOK)

Source: Bonheur ASA
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the opposite direction. The arrival of
vaccines against Covid-19 seemed to have
brought about the belief that there would be
no need for further extensions of cruise
suspension periods. This has prompted
waves of new bookings in recent weeks.
Lindblad reported 31% higher bookings for
the second half of 2021 than for the same
period in 2019; bookings for the full year
2022 were 37% ahead of bookings for 2021.

Saga’s financial year has not ended at
the time of writing. In its January trading
update, the group was also upbeat about its
cruise business prospect despite the
endless operational suspensions.

The company reported a high customer
retention rate. In the earlier part of the
suspension period, 69% of its cruise guests
chose to rebook instead of asking for a
refund; this rose to 86% by January 2021.
Saga strongly believed that there was pent-
up demand and that the vaccines would
unlock it. The company was the first to
announce compulsory vaccination for all
passengers and crew before departure.

Saga also reported that by the end of
January 2021, it had received £127 million
of booking revenues, representing 78% and
6% of revenue target for the 2021–22 and
2022–23 seasons respectively. It considered
this as “very resilient” customer demand.

Innovative future
The smaller and specialised cruise

segment, as we can see, is far less
formulaic but far more complicated in every
way. Its perspectives throughout the crisis
have been less uniform; so have the
fortunes.

For those who will survive into the future,
being upbeat is far from sufficient. A major
reversal of fortune is needed, and it will have
to be quantifiably and sustainably reflected
in the financial accounts. To achieve this,
passengers will need to return in larger and
increasing numbers; prices will need to be
firm. To bring this about, innovative products
will be needed. To compensate for its lack of
size, the segment has always been relatively
agile and innovative. This will serve it well in
the post-pandemic scramble to attract
customers.

More than ever, differentiation will be
called for, which will make the picture of the
sector even more complicated. Yet we may
see a more consolidated picture, with power
being concentrated in the hands of fewer
players in the post-pandemic world.
Opportunistic acquisitions and the demise
of some cruise brands point to this
outcome.

Lindblad Expeditions long-term debts, less current portions
(thousand US$)

Source: Lindblad Expeditions Inc.

Lindblad Expeditions full-year operating expenses development trend
(thousand US$)

Source: Lindblad Expeditions Inc.

Fred. Olsen Cruise Line full-year operating costs
(million NOK)

Source: Bonheur ASA

Recent newbuilding sprees could mean that 
debt servicing becomes a major cost item 
for the segment in the medium term.


