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Sector Summary
The Travel sector stocks were among the worst affected by the pandemic. While many 
other FTSE stocks have shown a bounce back from the market crash, the travel sector 
is still in a state of turmoil as we lurch from one variant to another and as governments 
implement rules and then take them back as they respond to new variants.

But the market is a forward-looking indicator and recent moves and announcements still 
show a lot of hesitation on moving in strongly. All areas in the broader sector from airlines 
(International Consolidated Airlines and easyJet ) to leisure travel stocks (Carnival and TUI) 
are still way below their pre-crash levels. But that could change soon. 

As lockdowns are eased and the fear of the pandemic subsides, their demand will increase 
in the short-term. But over the longer-run too, they could be at the cusp of high growth. 
Yet, there are risks too. Travel companies have run up huge debts and there is always a 
possibility that new variants serve to undermine the recoveries. Since the pandemic started 
the sector has certainly been hit the hardest and its this that could lure investors in, seeing 
the room for growth back to pre-pandemic levels. However, the fact that they haven’t 
already returned to pre pandemic levels also highlights the markets overall view of the risk 
still attached. 
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Company Profiles
International Consolidated Airlines Group (IAG)

• About: British Airways owner, IAG operates across 279 destinations and owns 533 
aircrafts. It runs both full-service and budget airlines. The firm’s carriers include 
British Airways, Aer Lingus, Iberia, and Vueling. Pre pandemic it carried around 118mn 
passengers each year. 

• Financials: IAG saw steadily rising revenues in the years preceding the pandemic. 
Its profits were less steady, but continuous. According to the company’s most recent 
financial statements, the company has £6.35bn in cash, £16.5bn in debt and lost 
£5.2bn in free cash in 2020. In the most recent results, they gave a message that the 
situation was certainly steadying. At the time, the company spoke of “strong liquidity of 
€10.2 billion at the end of quarter 2.” Not only this but also bond issues had been over-
subscribed sending a message that there was still a confident backing from institutional 
investors. Despite this IAG also revealed operating costs for Q2 of €190m per week and 
a new £1bn credit facility, guaranteed for five years and was in addition to the previous 
£2bn UKEF facility which was drawn on March 2021. The IAG share price had picked up 
by March 2021 on the first signs of a pandemic relief however, this turned out to be 
somewhat premature with the resurgence of various variants leading to the share price 
for IAG ending 2021 down 10.8% over the full 12 months. 

Share Price Chart: Highlighting share performance since the pandemic drop
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• Notable developments: International Consolidated Airlines, or IAG, released its third-
quarter results in November and the CEO said a “significant recovery was under way”. He 
followed by saying: “We continue to capitalise on surges in bookings when travel restrictions 
are lifted”. And then we had Omicron! And the unknown that bring to the markets.  City 
analysts expect revenue to grow by 132% in 2022, and by 23% in 2023. 

InterContinental Hotels Group (IHG)

• About: The UK based FTSE 100 hotels group owns brands like Crowne Plaza and Holiday 
Inn. It operates around 6,000 hotels and has another 1,791 in the pipeline. The firm 
currently has 889,000 open rooms with 270,000 rooms in the pipeline. Its pipeline focuses 
most on the Americas, followed by China and then EMEA.  

• Financials: In the years just before the pandemic, IHG’s revenues were steadily increasing. 
In 2017, it crossed £4bn. It also earned over £500mn in net profits that year, though the 
number fell in the subsequent years.  The company's most recent trading statement relating 
to the third quarter 2021, contained positive news about the performance. The company 
showed an average daily rate back in line with 2019 levels. So, while the business is still 
below 2019 levels overall, it has shown a sharp improvement in performance compared 
to the prior year. The company has continued to implement cost saving initiatives and has 
also restructured its portfolio. The strongest performing region was the Americas, where 
revenue per available room was 90% of the 2019 level. In Greater China it was 70%, while in 
Europe, the Middle East and Africa it stood at 57% of the 2019 level.

Share Price Chart: Highlighting share performance since the pandemic drop
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• Notable developments: While leisure travel continues to lead the recovery, the future is 
also starting to look positive for the business travel side of the business as well. particularly 
for U.S. groups and meetings, small and midsize enterprises (SME)which are all contributing 
to a bounce back in business travel. The firm has also demonstrated a forward looking 
approach as its Luxury & Lifestyle portfolio is projected to introduce over 50 hotels in 
24 countries this year, hardly the actions of a business feeling the pressure, more so the 
actions of a business that understands the need to diversify its offering to cater for the 
luxury traveller.

EasyJet

• About: Low-cost airline, easyJet, operates 981 routes to 154 airports, across 35 countries. 
With destinations across Europe, Middle East and North Africa. 

• Financials: In the pre-pandemic years, easyJet reported increasing revenues and largely 
steady profit levels. easyJet reduced its fleet during the pandemic, by around 30 aircraft but 
will grow back partially throughout 2022 and has a significant forward order book. Despite 
the reduced fleet, easyJet is focusing on agility and moving aircraft around its network to 
take advantage of opportunities. easyJet’s losses were almost halved in Q1 (its financial 
year begins October) to £213mn and it saw strong October and November performance 
with load factors above 80%. However, as Omicron began it was inevitable it would impact 
demand with the December load factor dropping to 67% with travel for the Christmas 
period dampened. EasyJet flew just 64% of 2019 capacity in the quarter. The recent removal 
of travel restrictions by the UK government is something that should benefit easyJet, 
especially for summer leisure traffic to the Mediterranean. It has already seen a surge in 
bookings for Easter and expects “a strong summer ahead, with pent up demand which will 
see easyJet returning to near 2019 levels of capacity.”

Share Price Chart: Highlighting share performance since the pandemic drop
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• Notable developments:  The UK government announced the lifting of all coronavirus 
testing requirements for eligible fully vaccinated arrivals from February 11 meaning a 
continental break is now easier and cheaper. With Spain being one of the most sought-
after destinations. EasyJet have reported a surge in bookings for foreign travel following 
the decision to drop testing and self-isolation requirements for people arriving in England. 
EasyJet will operate its largest number of flights between the UK and beach destinations this 
summer as coronavirus restrictions ease. With sales "performing very well". According to 
chief executive Johan Lundgren the capacity compared with 2019 levels will be more than 
doubled on routes to Turkey and up 36% for Greece. The carrier said it has seen a "step 
change" in bookings since the January 5 announcement that pre-departure testing would be 
scrapped for fully vaccinated arrivals entering England. Demand was buoyed further by last 
week's news of restriction-free travel from February 11. This is all very welcoming but could 
also change.

Wizz Air

• About: The Hungary registered company, operates across 710 routes to 151 airports in 44 
countries. It has a focus on Central and Eastern Europe, where it intends to expand further. 
It runs a fleet of 120 aircrafts. 

• Financials: Its pre-pandemic revenues showed continuous growth for several years and 
its profits rose too, save in 2019 when they took a big dip. However, for the year ending 
March 31, 2020, it reported £0.2bn in net profit, an increase from 2018. However more 
recently The Central and Eastern European low-cost airline said it carried 2.4mn passengers 
in January compared with 573,692 in the same month of 2021. For the rolling 12-month 
period, Wizz Air carried 23.5mn passengers, up from 14.1mn a year before. Load factor 
rose to 79.6% from 61% in January 2021, taking the total for the rolling 12 months to 76.1%, 
which is up 4.6 percentage points from the year-earlier period. These numbers seem very 
encouraging especially as we had the emergence of Omicron in December which did impact 
most airlines in the short term.

Share Price Chart: Highlighting share performance since the pandemic drop
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• Notable developments: Wizz Air started the new year with a boost in passenger numbers 
as the firm highlights a further recovery from the pandemic. January numbers were up but 
there were also a few warnings to be mindful of. The firm warned its final quarter loss was 
likely to exceed that sum previously given as continuing pandemic restrictions and a leap 
in costs weighed. Its fuel bill surged by more than 260% between October and December 
2021 compared to the same period last year, partly a consequence of operating more 
flights but also a result of climbing global oil prices. Airport charges were over 220% up. 
Sales were 172% higher. The Wizz air boss Mr Varadi said he expected demand to remain 
tough until the spring but that Wizz was planning to operate 50% more capacity in August 
and September than in the summer of 2019 boosted by 15 take-off and landing slots it had 
bought at Gatwick Airport last year.

TUI Travel

• About: The world’s largest leisure, travel and tourism company, TUI is based in Germany. 
It runs 1,600 travel agencies, serving 180 destinations worldwide with 150 planes, over 300 
hotels and 16 cruise liners.  

• Financials: TUI was in a strong financial position before the pandemic, though its revenues 
were largely flat, and its profits were declining. In the recent figures for the full year 2021 
the group posted revenue of €3.4bn, up €2.1bn versus FY20. This highlights the bounce 
back they have seen fuelled by the success of vaccination programmes and the rebound 
of leisure travel, particularly across Continental Europe during the Summer. Q4 delivered 
first positive Group quarterly EBITDA of €160m since the start of the pandemic and the first 
positive quarterly EBIT delivered in Q4 by Hotels & Resorts, Central and Western Regions, 
since start of pandemic.

Share Price Chart: Highlighting share performance since the pandemic drop
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• Notable developments: the firm have recently disclosed  a decent pipeline of 4.1m 
bookings across both Winter 21/22 and Summer 22, with 1.4m bookings added since 3 
October (2.7m bookings). The new Omicron variant had weakened this positive momentum 
over the winter. Winter 21/22 bookings are showing to be 62% of the winter 18/19 levels. 
Trading continues to be in line with winter capacity assumption of 60% -80%, with Q1 
already 93% sold. They also showed the Easter break is well-booked, with bookings to date 
at 90% the Winter 18/19 levels. Andrew Flintham, managing director for TUI UK said: "The 
latest travel announcement to remove testing for everyone is who double vaccinated is 
a huge leap forwards in getting travel back to normal. The relaxation of testing rules has 
already resulted in an increase in bookings, with customer confidence growing every day in 
recent weeks. We now look to the Governments in Scotland, Wales and Northern Ireland to 
adopt the same approach.

Carnival

• About: The UK listed cruise provider, Carnival operates throughout the world, including 
North America, Australia, Europe and Asia. They sail over 100 ships to over 700 destinations 
on all continents.

• Financials: It showed steady growth in revenues in the years prior to the pandemic, while 
its net profits were steady.  However, during the pandemic revenue in North America & 
Australia fell 69% to $1.1bn, with passenger ticket and onboard revenue falling 76% and 
57% respectively. Lower operating costs and the effect of ship write-downs last year meant 
operating losses improved from $5.8bn to $3.9bn. recent figures showed Europe and Asia 
revenue drop 60% to $712m, with passenger ticket sales down 65% and onboard revenue 
down 45%. Lower costs meant operating losses were $2.6bn, an improvement from $2.7m 
last year. As of 30 November 2021, the group had a working capital deficit of $300m, down 
from a surplus of $1.9bn the year before. That's largely due to an increase in customer 
deposits and a drop in cash. Current working capital includes $3.1bn of deposits, which are 
recorded as liabilities until the departure date, as such the group expects to operate in a 
working capital deficit under normal conditions.Net debt, including long term leases, rose 
to $25.5bn from $18.7bn last year. Higher profits meant the group's free cash outflow of 
$7.7bn improved from an outflow of $9.9bn last year.

Share Price Chart: Highlighting share performance since the pandemic drop
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• Notable developments: Cruise ships come with very high fixed costs. Costs that must be 
paid whether they leave the port or not. Even now, after a huge round of cost cuts and 61% 
of its group capacity in operation, the group's burning through over $500m every month 
leaving a big dent in the balance sheet. Carnival's net debt position is estimated to come 
in over $28bn at the year end, compared to $11bn in 2019. Refinancing efforts will help to 
a degree pushing back repayment dates and reducing interest expenses, despite this that 
amount of debt is not that comfortable for shareholders. The main issue impacting carnival 
is getting the Getting the balance sheet under control and this could prove a drag on share 
price performance for the coming years. Recent forward booking trends are encouraging, 
but profits aren't expected until at least the second half of 2022.Even as Carnival returns to 
the seas, it's operating well below capacity, and this will continue for some time. The new 
world order of extensive cleaning regimes and managing this with thousands of people in 
close quarters requires a great deal of spend to keep the firm compliant with public health 
regulation, there’s not just this factor to consider but also the higher oil prices will add to the 
cost. These costs are expected to remain a burden until 2023. Longer term reservations look 
promising for both demand and pricing. 

Of all the travel stocks Carnivals future is perhaps the most exposed to how quickly the 
travel industry rebounds. 

What is next for travel stocks?
The environment that travel stocks operate in is quite complex today, and certainly 
considerably more complex than pre pandemic times. Costs relating to extensive cleaning 
and lower passenger numbers is just the beginning there is still plenty of risks relating to the 
potential emergence of any new strains that suddenly knock the sector back. The position 
has certainly improved compared to 12 months ago right across the board, but the market 
is forward looking and despite the positives the uncertainty of anything flaring up as well 
increased debt levels are the main weights on share prices.

Risks to travel stocks

1. Pandemic returns:  With vaccinations underway, the sector is firmer than 12 months 
ago. However, as we have seen recently new variants can come up and government responses 
can be swift and largely focused on travel restrictions. This puts the sector in the most 
vulnerable category when a new variant does flare up. Although the government have also 
responded quickly to cutting the travel testing requirement once Omicron was understood it 
still doesn’t take away that the initial response to Omicron impacted travel the most.

2. Increased debt levels: Because of near business closures in 2020, travel companies 
have raised huge debts. According to data provider Dealogic, airlines have raised $16.6bn 
worth of debt in just 2021 and $42.6bn in all of 2020. IAG and EasyJet raised bonds or around 
£1bn each. While investors so far have been willing to fund the companies, if the world was to 
go back into lockdown again, then funding may not be that easily available in the future. 
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3. Slow return to growth: Even after all business operations resume, the return of travel 
stocks depends on the demand. There may be some permanent decline in business travel as 
the pandemic has forced the adoption of digital communication as opposed to face-to-face 
meetings. Further, travel demand can pick up in the short-term as people take the opportunity 
for a relief break. However, it needs to be sustained over time to meaningfully impact travel 
stocks. If growth does not come back to the pre-pandemic levels because businesses are 
impacted beyond repair, and the rise of the staycation becomes more than just a fad then 
consumer spending cuts on travel and tourism could be the first thing. That’s before we even 
talk of inflation which of course will also impact consumer spending.

Opportunities for Travel stocks

1. Demand boom: At the other end of the demand spectrum, is the possibility of a demand 
boom as the world economy returns to growth. According to data from the IMF Global growth 
is expected to moderate from 5.9 in 2021 to 4.4 percent in 2022.  Similarly, the Chinese 
government’s public spending has already driven up demand for commodities last year. Some 
forecasters, including investment banks like JP Morgan and Goldman Sachs, have also said that 
there could be a long-term increase in these prices. This in turn could have spillover effects on 
other sectors, including travel. 

2. Cost efficiencies: Because of the difficulties throughout the pandemic, many travel 
companies have had to resort to cost cuts. If continued these can result in cost efficiencies 
overtime. For example, IHG cut salaries of both board members and executives and is relaxing 
brand standards. Other cost cutting measures like slowing down capital expenditure and 
renovation spends, however, maybe more temporary. 
Similarly, IAG has had to let go of 12,000 employees who were part of British Airways. It has 
managed to cut its operating costs by 30% as a result. 

Conclusion
The future of travel stocks is still uncertain, it is evident that both risks and opportunities are 
present. All the stocks mentioned here have strong credentials, which means that there is merit 
to them, and if we see a continuation of vaccine roll outs working effectively and governments 
able to deal with new variants effectively then the worst could be behind them. 

Fair warning though, That comes with a lot of if’s and but’s and the fear of a new variant is 
certainly more pronounced in the travel stocks than other sectors. With that being said do not 
be surprised to see higher volatility in the share price largely fuelled by outbreaks, new variants 
and new treatments and global travel restriction responses. In the long term the levels of some 
travel stocks could prove to be great entries but in the short term a high-risk reward attitude 
and tolerance to swings will be needed.

But three criteria can help in deciding their share price potential:
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Disclaimer
We have provided this information for your general guidance only and it should not be considered as
investment advice. Atlantic Capital Markets will not be liable for any loss or damage caused by a reader’s
reliance on information provided by us. We make no claims or representations as to the accuracy or
completeness of any material contained in our guides. Atlantic Capital Markets is Authorised and Regulated
by the Financial Conduct Authority (No 764562).

CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage. 63% of
retail investor accounts lose money when trading CFDs with this provider. You should consider
whether you understand how CFDs work and whether you can afford to take the high risk of losing your
money.

Extent of pandemic damage - the lesser the damage to revenues, the more likely it maybe 
able to recover in the future.

Cost management - Companies most likely to manage their costs well at this time, including 
efficiency enhancing cost cuts and debt management, can come out ahead at the pandemic 
scales back. 

Share price increase - If the share price is well below its pre-pandemic levels, then chances of 
increase are higher than if it is already at all time highs while still running losses. 

About Atlantic Capital Markets
We are a multi-Asset brokers offering clients the ability to buy the shares either in a traditional fashion 
with standard shares or taking advantage of leverage and purchase via a CFD. 

Call us on 01872 229 000.


