
Implications of COVID-19 

on the Travel Industry



COVID-19 is putting the world’s travel industry on a lockdown

▪ As of 6th April 2020, the coronavirus has infected more than 1,100,000 individuals in 209 countries.

▪ In 2019, the travel industry accounted for 10.3% of global GDP and 330 million jobs (10% of global employment).

▪ It is uniquely exposed to COVID-19 and, as a result, 50 million jobs are at risk:

o Asia – 30 million

o Europe – 7 million

o Americas – 5 million

o Other continents – 8 million

• Due to the COVID-19, the most heavily affected sub-sectors of travel industry will be:

o Aviation

o Hospitality

• Hospitality is strongly tied to economic growth.

• Due to geopolitical tensions in 2019, the sector had a steady

but slow growth of close to 1%.

• The coronavirus outbreak resulted in widespread social

distancing, leading to sizable losses for hotels.

• 98% of passenger revenue comes from major countries in 

severe travel restrictions

• The global aviation sector faces a revenue loss of $252
billion.

• Compared to 2019, this represents a contraction of
more than 40%.

COVID-19’s implications on the travel industry

Implications on the aviation sector Implications on the hospitality sector

https://www.wttc.org/
https://hrmasia.com/covid-19-could-cut-30-million-tourism-jobs-in-asia/
https://skift.com/2019/12/10/whats-in-store-for-the-hotel-sector-in-2020-new-skift-research/
https://www.iata.org/en/iata-repository/publications/economic-reports/third-impact-assessment/
https://www.iata.org/en/iata-repository/publications/economic-reports/third-impact-assessment/
https://www.nationalgeographic.com/travel/2020/04/charts-show-coronavirus-impact-on-travel-industries/


Most airlines have insufficient buffer and now face liquidity squeeze
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• As sizable operating costs such as salaries and aircraft
parking fees eat up on cash buffer, aviation companies
are highly susceptible to insolvency.

• As a matter of fact, at the beginning of 2020, the typical
airlines only had cash reserves to last for 1.5 months.

• The bulk of their expenses generally stems from:

o Personnel expenses

o Aircraft fuel 

• The coincidental plummet in crude oil prices is
unlikely to serve as a cushion for struggling airlines.

• In order to capitalize on what would be a lower cost
of sales, aviation companies first need to be able to
have flights, which has now dried up.

• Due to volatility of crude oil price, airlines tend to
engage in hedging activities for their jet fuel
consumption in the coming months. Majority of
carriers will still be paying the pre-agreed price in the
coming months.

In the absence of demand, airlines are tanking unavoidable costs every month

Tumble in crude oil is unlikely to help the case

Source: Bloomberg, IATA

Source: Business Insider

https://www.bloomberg.com/news/articles/2020-03-24/airlines-could-take-252-billion-hit-from-pandemic-iata-says


Airlines have turned to drastic measures to buy time

Airline Capacity Reduction

Delta Airlines 40%

United Airlines 60%

American 

Airlines

75%

Air France-KLM 70-90%

IAG 75%

Brussels Airlines 100%

Polish Airlines 100%

EasyJet 100%

British Airways 75%

Cathay Pacific 96%

Air China 68%

Qantas Airways All international

Virgin Australia All international

Malindo Air 100%

Singapore 

Airlines

96%

Malaysia Airlines 80%

Airline Workforce Changes

Delta Airlines Cut the working hours of its 40,000 employees by 25%. 

Cathay Pacific Put most of its 32,000 employees on unpaid leaves

Air New Zealand Laid off 3,500 staffs, equivalent to 1/3 of their workforce

Air Canada Furloughed 5,100 staffs

Norwegian Air Laying off 90% of staffs

EasyJet Furloughed 4,000 cabin crew

Qantas Airways Told 20,000 staffs to stand down until May.

Cutting Capacity Slashing Workforce

Bailout from Government

Airline Financial Support

Singapore 

Airlines

Issued new shares and convertible bonds worth S$15 billion 

backed by Temasek Holdings, Singapore’s state-owned holding 

company.

Cathay Pacific 

and Hong Kong 

Airlines

Received a HK$2.6 billion ($335 million) rescue package from 

the government, but are seeking more. 

Virgin Australia Requested for a $1.4 billion loan from the Australian government.

https://www.straitstimes.com/singapore/transport/sia-aims-to-raise-15-billion-amid-major-financial-challenges-posed-by-covid-19
https://www.eurasiareview.com/01042020-asias-air-transport-industry-collapses-analysis/
https://www.abc.net.au/news/2020-03-31/virgin-seeks-coronavirus-bailout-qantas-warns-against-payouts/12105654


As travels stopped, the hospitality sector is dampened
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Hotel Bookings took a nosedive as travel is restricted

• The American Hotel & Lodging Association (AHLA) reported that
an estimated $3.5 billion in revenue is vanishing each week.

• Based on current occupancy estimates, approximately 3.9 million
jobs will be wiped out in the United States alone.

• As occupancy falls, average daily rate (ADR) and revenue per
available room (RevPAR) are expected to follow.

There is no escape for Europe

• Europe accounts for 50% of the world’s tourist arrivals and
37% of global tourism receipts.

• Being the most visited region in the world, European hotels are
highly dependent on tourist arrivals.

• In countries like Italy, Greece and Czech Republic, occupancies
have dropped by more than 90% compared to last year.

• RevPAR fell more than 95% in Prague, Paris and Barcelona.

Source: Koddi

In China, a glimmer of hope can be seen

• Since 14 January 2020, hotel occupancies in China
plummeted by 89% compared to same time last year.

• Hotel occupancies eventually stabilized at 10% after
hitting a low of 7% in February 2020.

Source: Smith Travel Research

https://www.ahla.com/covid-19s-impact-hotel-industry
https://www.ahla.com/covid-19s-impact-hotel-industry
https://www.condorferries.co.uk/tourism-in-europe-statistics
https://www.sleepermagazine.com/stories/originals/str-analyses-europes-hotel-performance-amid-covid-19/https:/www.sleepermagazine.com/stories/originals/str-analyses-europes-hotel-performance-amid-covid-19/
https://www.sleepermagazine.com/stories/originals/str-analyses-europes-hotel-performance-amid-covid-19/https:/www.sleepermagazine.com/stories/originals/str-analyses-europes-hotel-performance-amid-covid-19/
https://www.hvs.com/article/8723-COVID-19-and-the-Chinese-Hotel-Sector
https://www.hvs.com/article/8723-COVID-19-and-the-Chinese-Hotel-Sector


Hospitality sector is in a better shape to withstand a downturn than 
the aviation sector

▪ Historically, the hotel sector has been extremely resilient.

▪ After the SARS epidemic in 2003, hotel occupancy in Hong
Kong was able to bounce back to normal levels in a matter of
months, with ADR and RevPAR following closely.

▪ After 2 months of lockdown, 87% of hotels in China have
already resumed their operations.

▪ The country’s occupancy level has climbed up to 30% in
March, compared to less than 10% in February.

▪ Leading hotel chains have high flexibility in leverage,
substantial cash flow generation, and good liquidity
sources.

▪ Majority of large hotel groups have EBITDA margin of
50% or above, compared to airlines which typically
operate at margins of lower than 15%.

▪ By putting share repurchases and other discretionary
investment spending on hold, major hotel groups will be
able to withstand the temporary decline in cash flow.

Source: S&P Global

Name of Hotel EBITDA 

margin

Cash flow from 

operations

Marriott International Inc. Mid-60% $2.5 billion

Intercontinental Hotels Group 48%-52% $730 million

Choice Hotels International Inc. >75% $250 million

Hilton Worldwide Holdings Inc. Low-60% $1.5 billion

Wyndham Hotels & Resorts Inc. 56% >$350 million

Four Seasons Holdings Inc. 60% $150 million

Extended Stay America Inc. >40% $400 million

Hotel groups have healthy balance sheet The hotel sector is highly resilient

Source: Hong Kong Tourism Board, JLL, SCMP

https://www.sleepermagazine.com/stories/originals/str-analyses-europes-hotel-performance-amid-covid-19/https:/www.sleepermagazine.com/stories/originals/str-analyses-europes-hotel-performance-amid-covid-19/
https://str.com/data-insights-blog/covid-19-webinar-summary-5-key-points-china-1-april
https://www.spglobal.com/ratings/en/research/articles/200311-covid-19-will-cause-a-significant-decline-in-global-revpar-cash-flow-for-rated-lodging-companies-11382396

