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FINANCIAL CRUISE MAJORS

BY ALAN LAM

T
he sporadic sailings in Europe
and elsewhere did not even
begin to fill the big hole left by
the absence of the North
American market. All these

efforts amount to nothing more than
applying a sticking plaster to a major gush. 

To stem the flow effectively, resumption
of US operations is paramount, as that
represents half of the global cruise market.
This has been the latest focus. The three
industry giants and their partners have been
working and lobbying hard towards finding
a sustainable pathway to full resumption of
cruise operations in the US ports and
territories.

So far, the efforts seem to have
produced measurable results. The CDC
(Centers for Disease Control and
Prevention) has softened its previously firm
stance against the cruise industry. It now
looks like at least part of the summer
season will be salvaged, as cruise lines aim
at a widespread July restart in North
America and Europe.

But these efforts can only be a
precondition of recovery. The industry’s
initial challenge upon resumption will be to
reverse the decline and repair its badly
bruised balance sheets. And that is a
daunting task given its current financial
performance. After the lost year of 2020, the
devastating figures for the first quarter of the
current financial year still cause sleepless
nights. 

Excruciating losses 
After a record first-quarter performance

in the previous financial year, Carnival
Corporation & plc (CCL) reported a 99.5%
fall in revenues for the first quarter of the
current financial year, when its operations
had been at the virtual standstill. 

Because of its limited operations in Asia
and elsewhere, Royal Caribbean Group
(RCG) fared slightly better, with a revenue

fall of almost 98%. For Norwegian Cruise
Line Holdings Ltd (NCLH), the devastation
was almost total: the group recorded only
$3.1 million revenue for the three-month
period.

Altogether, the troika recorded only
$71.1 million revenue for the quarter, a
fraction of that of the same period in 2020.

Because of the early financial impact
from the pandemic, the industry had already

begun to suffer serious financial losses in
the first quarter of 2020. The impact on CCL
was comparatively less severe because its
fiscal year ended a month earlier, on 30
November. But its quarterly loss deteriorated
further in the first quarter of the current
financial year, to nearly $2 billion. 

RCG and NCLH were able to narrow
their loss margins significantly. This was
cold comfort, however, as their losses still
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amounted to over $1.1 billion and $1.3
billion, respectively. In the case of NCLH,
the $1.3 billion was against a revenue of just
$3.1 million.

To look at it from another perspective,
NCLH’s first-quarter $1.3 billion loss was
similar to that of IAG, the holding company
of British Airways and Iberia, a much bigger
transport company. 

In 2019, before the crisis, IAG recorded
a total revenue of $25.5 billion (about $4.7
billion more than that of CCL), while NCLH
reported only $6.5 billion. This comparison
shows the disproportionate damage that
Covid-19 has so far inflicted on the cruise
industry.

In the five years between 2015 and
2019, the cruise industry’s best-ever period,
the total first-quarter net income of the three
majors was about $2.84 billion, while their
total net loss for the first quarter of 2021
amounted to $4.48 billion, which was
already an improvement on the $6 billion of
the same period in 2020. 

However, in some regards, the situation
appeared to be stabilising, with incomes no
longer in free fall, as the prospect of cruise
restart gained momentum. Confidence was
gradually returning. In the second quarter,
CCL reported a net income loss of almost
$2.1 billion. This was less than half of the
unadjusted net loss suffered in the second
quarter of 2020. At the same time, the
company reported a 45% higher booking
volume compared to the first quarter of
2021. 

Obviously, the absence of passengers
had been the direct cause of this failure. Of
the three majors, only RCG reported
meaningful passenger volume figures for
the quarter, thanks mainly to the limited
sailings in Asia operated by its Royal
Caribbean International brand. The group
managed to carry just over 41,000
passengers and recorded just under
145,000 passenger cruise days in the first
three months of the year, representing
96.7% and 98.3% drops, respectively, on the
same period in 2020. The situations for CCL
and NCLH were worse still, as they carried
virtually no revenue passengers at all during
the quarter.

Naturally, because of ships lying idle
and much lower fuel and personnel costs,
the trio were able to reduce their operating
expenses by a huge margin during the
quarter. On average they achieved an 82%
cost reduction, but this compensated only
partly for the cash haemorrhaging they
suffered.

The costs and expenses are expected
to rise in the second half of the year, as

operations resume, but we believe it will not
be a sharp rise, as the pandemic-ravaged
industry will continue to be extremely cost-
conscious. 

RCG, for example, expects an
“incremental” cost rise as its ships are
gradually reactivated. “As the company
transitions back to operations,” stated RCG,
“it expects to incur incremental spend
related to bringing ships back to operating
status, returning crew members to ships
and implementing enhanced health and
safety protocols.”

Debt analysis
Despite the impending restart of

operations, major cruise groups have not
even begun to address some of their
existential concerns. Chief among these are
the galloping debt levels, which reached a
new milestone in the first quarter of the
current financial year. They are expected to
rise further in the remainder of the year, as
cruise lines will need to borrow more to
finance expenses and the inevitable
newbuildings.

By the end of March, the three major
cruise groups had collectively accrued a
total long-term debt of nearly $60 billion.
During the industry’s best year of 2019, their
combined revenue was just $38.2 billion. In
other words, the trio now have a total long-
term debt about 36.3% higher than their
record-year revenue.

At the end of the first quarter of the
current financial year, CCL’s long-term debt
was nearly $5.7 billion (27.3%) higher than
its 2019 full-year revenue and $20.9 billion
(374%) higher than its 2020 full-year
revenue. 

Major cruise groups first-quarter 
passenger cruise days

Source: RCG & NCLH

Major cruise groups first-quarter 
passenger numbers

Source: CCL, RCG, & NCLH

This comparison shows the
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that Covid-19 has so far
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For RCG, the debt situation is even
more devastating: by the end of March, its
long-term debt reached over $20.7 billion –
about $9.8 billion (89.1%) higher than its
2019 full-year revenue and $18.5 billion
(827.7%) higher than its 2020 full-year
revenue. 

For NCLH, perhaps the worst debt
performer of the three, by the end of March
its long-term debt was already $5.72 billion
(88.5%) higher than its 2019 full-year
revenue and $10.9 billion (851.7%) higher
than its 2020 full-year revenue.

In normal circumstances before the
crisis, the trio’s long-term debts were
significantly lower than their revenues. In
2019, the revenues of CCL, RCG, and
NCLH were 53.5%, 23.2%, and 6.3% higher
than their respective long-term debt figures.
The situation was severely and quickly
reversed by the pandemic.

To further highlight the devastation, we
can again examine the figures of the airline
group IAG. At the end of 2020, IAG’s long-
term debt was about 55% higher than its
total revenue. By comparing this percentage
to NCLH’s 851.7%, we can fathom how
deep is the damage inflicted by the
pandemic on the cruise industry.

Fresh optimism
Many cruise industry stakeholders have

been wildly optimistic in their assessment of
its future, in spite of the pandemic. Faced
with these sobering financial performance
figures, even the most enthusiastic
cheerleaders of the industry would pause
and become more cautious. 

Most serious analysts now agree that it
would take years of sterling and sustained
efforts and probable austerity for the
industry to recover to the level of
performance seen in 2019. 

Servicing and paying down these hefty
debts will require considerable exertion. The
three majors are still accruing debts via
constant borrowing and notes issuance.
This situation could persist for the remainder
of 2021 and possibly beyond, as the
resumption of revenue sailings is expected
to be gradual even in the most optimistic
scenario.

The resumption is only the first step on
the very long road to recovery. What is
somewhat comforting for the industry,
however, is that after more than a year of
destruction, its structure is still largely intact.
The troika and MSC Cruises are still
hegemonic in the market.

Moreover, with the arrival of the Covid-
19 vaccines and the development of new
health and safety protocols, there is a new

sense of hope in the air. The industry now
dares to speak of the crisis ending this year
and sees light at the end of the tunnel. The
hopeless sense of devastation that
dominated 2020 is no longer hanging in the
air, at least not to the same degree. Idle and
hibernating ships are gradually being
reawakened and engines started. Once
again, they begin to look like floating
palaces rather than a glorified necropolis at
sea.

The impending resumption in the North
American market will change the game
fundamentally at last. Most of the signs are

positive. Some bookings are at a record
high. “Booking volumes are accelerating,”
said Arnold Donald, president and CEO of
CCL. “During the first quarter of 2021 they
were approximately 90% higher than
volumes during the fourth quarter of 2020,
reflecting both the significant pent-up
demand and long-term potential for
cruising.” 

In April, CCL reported that, as of 21
March 2021, its cumulative advance
bookings for full-year 2022 were ahead of
those of 2019. This statement was repeated
in June in its second-quarter business
update. The company also said that this
level of bookings had been achieved with
minimal advertising and marketing efforts. 

NCLH reported a similar trend. “During
the first quarter 2021, overall bookings, net
of cancellations, were more than double the
volumes during the prior quarter,” it stated.
“2022 booking and pricing trends are very
positive, driven by strong pent-up demand.

By the end of March, 
the three major cruise 
groups had collectively 
accrued a total long-term 
debt of nearly $60 billion. 

Major cruise groups long-term debts
(million USD)

Source: CCL, RCG, & NCLH

Major cruise groups first-quarter operating expenses
(million USD)

Source: CCL, RCG, & NCLH
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The company is experiencing robust future
demand across all brands, with the overall
cumulative booked position for the first half
of 2022 meaningfully ahead of 2019’s
record levels, with pricing higher when
excluding the dilutive impact of future cruise
credits.”

When Norwegian Cruise Line put the
2022 programme for its next new ship,
Norwegian Prima, on sale in May, it soon
reported “record bookings” and called the
ship a “gamechanger”.

While 2021 is unlikely to be a
prosperous year for the industry – quite the
opposite – the second half of the year might
offer some recompense, as there will be
revenues and passenger volumes
forthcoming. This situation was best
summed up by Jason T. Liberty, executive
vice president and CFO of RCG: “We are
optimistic that with the gradual resumption
of cruise operations, our cash flow from
operations will sequentially improve, driven
by an increase in the inflow of customer
deposits.”

Cautious notes
Yet RCG, despite the optimism, was as

yet unable to provide performance guidance
for the full year 2021. “The company’s
operation is still heavily impacted by the
consequences of the Covid-19 pandemic.
Therefore, the company cannot reasonably
estimate its financial or operational results,”
it stated. 

NCLH struck an even more negative
note: “As a result of the Covid-19 pandemic,
while the company cannot estimate the
impact on its business, financial condition or
near- or longer-term financial or operational
results with certainty, it will report a net loss
for the second quarter ending 30 June 2021
and expects to report a net loss until the
company is able to resume regular
voyages.”

Cruise lines seem to be bent on a July
restart. That is still circumscribed by the

direction of the pandemic. In some regions
of the world, dark clouds are gathering once
again: reports of Covid-19 surges in such
territories as Singapore, Vietnam, and
Taiwan, not to mention the situation in India,
are worrying signs for an industry preparing
to resume operation.

For the time being, everything still hangs
on the longer-term success of the vaccines,
which is as yet unknown, and on the
sustainability of the perceived strong
demand.

Other factors could play determining
roles in the future. Critically, a successful
cruise business will also depend upon such
conditions as the full resumption of airline

operations and the readiness of the
destinations.

In short, there are many determinants
over which the cruise industry has little or no
control, not to mention the confidence of its
customers and investors. Covid-19 truly has
exposed cruise to be a precarious business. 

Resurging threats
This precariousness was further

demonstrated by the reignition of Israel–
Palestine armed conflict, which forced RCG
to withdraw its ship from Haifa. The
deployment of the brand-new Odyssey of
the Seas in Israel had been regarded as the
most powerful symbol of the industry’s
return. This ended in a cost exercise, a cost
the industry could ill afford, especially now. 

Here, we were all reminded of the fact
that Covid-19 was not the only major threat
to cruise business. But it is the biggest
threat, and a persistent one. 

Just as ships were converging towards
the UK, the other star player of cruise
resumption, for the summer restart, news
broke of the Delta Covid variant spreading
in that country, forcing some of its
neighbours, most notably France and
Germany, to restrict the movements of
travellers from the UK. 

By the end of June, daily infection
numbers in UK exceeded 25,000, prompting
countries and regions like Spain, Portugal,
and Hong Kong to further tighten
restrictions for travellers from that country. In
the same month, the rest of Europe was
bracing itself for another surge of the
pandemic, Israel re-imposed indoor mask-
wearing requirements, and half of the
population in Australia went into lockdown
after sudden rises in the numbers of new
Covid-19 cases.

The industry has put all its hopes for
recovery on the second half of 2021 and
beyond. The question now is: Will its
carefully planned restart strategies be
thwarted again?

Critically, a successful 
cruise business will also 
depend upon such conditions 
as the full resumption of 
airline operations and the
readiness of the destinations.


