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Industry Top Trends 2021 
Hotels, Gaming, And Leisure 
It Will Be Darkest Before The Dawn For Some, Lights Out For Others 

What’s changed? 
Everything has changed. The COVID-19 pandemic continues to ravage most sectors 
under our leisure coverage, with increased confirmed cases in the U.S. and Europe 
threatening the credit environment in early 2021. Cruise, fitness, theme parks, and 
lodging are the most impaired sectors.  

Surprising outdoor recreation resiliency. People want outdoor activities 
compatible with social distancing, and even in a tough economy, pricey items such 
as recreational vehicles (RVs) and boats are selling at a rapid pace, causing a ramp 
up in production and risking a possible second-half inventory correction.  

Fixed costs become variable. It is hard to overstate how rapidly many companies 
turned former fixed labor costs into variable ones. This could slow 2021 cash burn 
in low-revenue sectors and support EBITDA performance in U.S. regional gaming. 

What are the key assumptions for 2021? 
Gaming. Drive-to regional U.S. casinos outperform Vegas, Macau and Singapore. 
European online operators outperform land-based gaming. Cost efficiencies 
support EBITDA as operators delay restarting some costly services such as buffets.  

Lodging. Successful vaccine dissemination is key to business and group travel 
recovery, so leisure travel will lead the sector at least through 2021. 

Cruise. Operators will slowly resume sailings in the first half of 2021, but capacity 
constraints mean revenue won’t ramp fast enough to eliminate cash burn. 

What are the key risks around the baseline? 
Gaming. Rising COVID-19 cases in the U.S. and Europe could lead to restrictions 
and casino closures. Development and policy-related spending risks slow 
improvement in credit measures in Asia.  

Lodging. Failure to disseminate a vaccine delays business and group recovery; risk 
of more permanent disruption in these customer segments 

Cruise. Failure to disseminate a vaccine, or a spike in cases, delays cruise recovery. 

December 10, 2020 

Authors 
Emile Courtney  
New York 
+1 212 438 7824 
emile.courtney 
@spglobal.com 
 
Santiago Cajal 
Mexico City 
+52 55 5081 4521 
santiago.cajal 
@spglobal.com 
 
Patrick Flynn 
London 
+44 20 7176 0053 
patrick.flynn 
@spglobal.com 
 
Dan Giambrone  
New York 
+1 212 438 8229 
dan.giambrone 
@spglobal.com 
 
Jing Li 
New York 
+1 212 438 1529 
jing.li@spglobal.com  
 
Melissa Long  
New York 
+1 212 438 3886 
melissa.long@spglobal.com 
 
Silverius Miralles  
Toronto 
+1 416 507 2505 
silverius.miralles 
@spglobal.com 
 
Aras Poon 
Hong Kong 
+852 2532 8069 
aras.poon@spglobal.com 
 
Hina Shoeb 
London 
+44 20 7176 3747 
hina.shoeb@spglobal.com 
 
Jason Siegfried 
New York 
+1 212 438 0531 
Jason.siegfried 
@spglobal.com 
 
Ariel Silverberg  
New York 
+1 212 438 1807 
ariel.silverberg 
@spglobal.com 
 
 



Industry Top Trends 2021: Hotels, Gaming, and Leisure 

S&P Global Ratings December 10, 2020     2 

Ratings trends and outlook 
Global Hotels, Gaming, and Leisure 
Chart 1 Chart 2 

Ratings distribution by region Ratings distribution by subsector 

  
Chart 3 Chart 4 

Ratings outlooks Ratings outlooks by subsector 

  
Chart 5 Chart 6 

Ratings outlook net bias Ratings net outlook bias by subsector 

  
Source: S&P Global Ratings. Ratings data measured at quarter end. Data for Q4 2020 is end October, 2020. 
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Shape of recovery 
Table 1 

Sector Outlook Heatmap 

 Sensitivities and Structural Factors  Shape Of Recovery 

 COVID-19 
Sensitivity 

Impact If 
No Vaccine 

in 2021  

Long-Term 
Impact On 

Business 
Risk Profile 

  

Revenue 
Decline – 

2021 vs 
2019 

EBITDA 
Decline – 

2021 vs 
2019 

Revenue 
Recovery 

To 2019 
Levels 

Credit 
Metric 

Recovery 
To 2019 

Levels 

Global Hotels, Gaming, and Leisure 

Gaming High High Neutral  10%-20% 10%-30% 2022 2022 

Hotels High High Moderate  30%-40% 40%-50% 2023 2023 

Cruise High High Negative  30%-40% >50% >2023 >2023 

Out-of-home 

entertainment 
High High Neutral  30%-40% 40%-50% 2023 2023 

Source: S&P Global Ratings. 

 

S&P Global Ratings believes there remains a high degree of uncertainty about the evolution of the coronavirus 
pandemic. Reports that at least one experimental vaccine is highly effective and might gain initial approval by 
the end of the year are promising, but this is merely the first step toward a return to social and economic 
normality; equally critical is the widespread availability of effective immunization, which could come by the 
middle of next year. We use this assumption in assessing the economic and credit implications associated 
with the pandemic (see our research here: www.spglobal.com/ratings). As the situation evolves, we will 
update our assumptions and estimates accordingly. 
 
This report does not constitute a ratings action. 

  

http://www.spglobal.com/ratings
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Gaming 
Ratings trends and outlook 
The ratings trend has been negative, although the gaming sector has the largest number 
of ratings but fewer downgrades as a percentage of coverage primarily as a result of 
revenue and margin resiliency in U.S. regional casinos. Online gaming products and 
services offered the most protection in Europe. The gaming sector contains the largest 
concentration of remaining ratings on CreditWatch with negative implications, although 
the current trend is toward affirmations. Still, there is a very high number of negative 
outlooks, and further restrictions on casinos or closures could result in downgrades. 

Main assumptions about 2021 and beyond 

1. Recovery in Asia Pacific casino traffic will be gradual 

2. Recovery will be faster for U.S. regional casinos than for Vegas 

3. Divergent European gaming performance expected in 2021  

In Asia Pacific, easing of travel restrictions and reopening of casinos paves the way for 
recovery from the fourth quarter. Yet, we only expect a gradual recovery in casino traffic. 
A combination of quarantine restrictions, travel fears, economic challenges, and reduced 
gaming capacity with social-distancing measures in place, could make the road to 
recovery, a bumpy ride. Our base case assumes APAC earnings recover to about 65% of 
2019 level by year-end 2021 on average and rebound to pre-COVID-19 levels from 2022. 
Domestic mass-market gaming is likely to support near-term cash flows while 
international tourism and gaming remain subdued. Gaming markets with higher domestic 
demand such as New Zealand, Australia, and Malaysia could see a more supportive 
earnings recovery than markets like Singapore that are relatively dependent on external 
visitors. The resumption of visas to Macau from mainland China should support a gradual 
recovery in Macau’s gross gaming revenue from very low levels in 2020. 

Regional U.S. gaming markets are recovering faster given their drive-to nature. These 
casinos are benefiting from customers staying closer to home and having limited other 
entertainment and travel options. Capacity restrictions in most markets have not 
impaired gaming revenue as much as we assumed a few months ago because historical 
peak utilization rates were well below these limits in most markets. Regional gaming 
operators’ cash flow is benefiting from cost cuts management implemented while the 
properties were closed, particularly in labor and marketing. Since reopening, casinos 
have operated at lower levels of labor and marketing expense, given capacity limitation 
and closed amenities. Although we believe incremental costs may creep back as 
operations normalize, we believe some reductions are likely permanent. Additionally, the 
ongoing closure of many lower-margin or loss-leading amenities for health safety 
reasons, such as buffets, is supporting margin improvement, and these amenities may 
not reopen.  

Las Vegas, on the other hand, is recovering slowly and will likely be the last U.S. 
gaming market to recover. Las Vegas relies heavily on air travel, conventions, and group 
meetings—categories that we believe will be slow to return and may experience more 
permanent disruption. We believe cancellations of conventions and group meetings are 
concentrated in the first half of next year, and that bookings for the second half of 2021 
and beyond remain intact for now. However, a combination of factors including potential 
lingering restrictions on the size of gatherings, lower corporate travel budgets, and 
corporate travel restrictions could impair this segment, which is important for Las Vegas 
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midweek business, for an extended period. If a successful vaccine is approved and widely 
disseminated by mid-2021, travel to Las Vegas would likely increase, supporting recovery 
beginning in the second half of 2021. However, the market will remain under significant 
pressure until then. This is because group and business travel will likely lag leisure, 
especially as companies are setting their 2021 budgets now. 

For larger rated European issuers, we view geographically diversified gaming 
companies with meaningful online operations, product diversification, and stronger 
balance sheets to be better positioned compared to pure land-based operators.  Weak 
consumer confidence, health concerns, or further lockdowns could continue to challenge 
land-based operators in 2021. Strong 2020 online performance could moderate in 2021, 
particularly if there is a more sustained recovery in land-based gaming. Smaller peers 
with a narrow product focus, single geographical presence, or high fixed cost land-based 
operations, are particularly susceptible to downside risks.  Resumption of live sporting 
events through the second wave of European lockdowns helped 2020 wagering activities 
recover. Lottery products were resilient in 2020 because they were available through 
essential retailers. We expect at least similar or better sports wagering and lottery 
performance in 2021. Even with an effective vaccine distribution in mid-2021, an uneven 
economic recovery could cause total gaming revenues to be below 2019 levels until 2022. 
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Key risks or opportunities around the baseline 

1. Development activity and financial policy key risks in Asia Pacific 

2. Restrictions and closures as the virus surges are the biggest risk in the U.S. 

3. Regulation, consolidation & prolonged recovery in European gaming 

Development activity and financial policy key risks in Asia Pacific. Our negative outlook 
bias points to more potential downgrades over the next year following two so far in 2020, 
despite the Asia-Pacific gaming sector recovering from trough conditions. Debt issuances 
and refinancing, along with some dividend suspensions and equity raises, have 
supported issuers’ liquidity profiles thus far. However, increasing leverage and lower 
cash generation have coincided with heightened development activity, constraining the 
speed of recovery and credit metrics. In our view, financial policies remain a key risk 
factor that could further shape the recovery timeline. 

Restrictions and closures as the virus surges are the biggest risk in the U.S. In the face 
of rising virus cases across the U.S., gaming operators continue to face risks that states 
or gaming regulators could require casinos to close or enact additional operating 
limitations, such as stricter capacity limitations, reduced hours of operations, eliminating 
activities like smoking or drinking that would involve removing masks, or closing table 
games. We expect more targeted casinos closures over the coming months, as opposed 
to the widespread closures implemented in early 2020. Even if casinos remain open, 
customers may elect to stay home out of concerns over contracting COVID-19. These risks 
will likely persist over the next few quarters until there is a widely available medical 
solution. We believe operators are better equipped to handle further short-term 
operational disruption and have better liquidity positions than at the start of the 
pandemic because of debt and equity issuances and better-than-anticipated 
performance upon reopening. Longer term, we believe the pandemic could accelerate the 
approval of online and sports betting in states that don’t currently allow it because 
gaming tax, an important source of revenue to many states’ operating budgets, was lost 
when casinos closed. Additionally, the pandemic could accelerate the move to more 
cashless payment solutions in casinos. These shifts could spur demand for new 
technology solutions from gaming technology and equipment providers, and attract 
younger customers. 

Regulation, consolidation & prolonged recovery in European gaming. In September 
2020, German states agreed on a new nationwide regulatory gambling framework to be 
implemented July 1, 2021, that will legalize online gaming and deliver a growth 
opportunity. In the U.K, a possible commencement in 2021 of a review of the existing U.K. 
gambling act could add a material headwind through online gaming regulation and 
consumer safeguards.  Material regulatory change in 2021 could set the stage for 
continued consolidation, like recently completed and planned mergers of Flutter PLC 
with Stars Group Inc., and Caesars Entertainment with William Hill PLC. Finally, some 
land-based closures could become permanent and gaming operators with unhedged 
foreign operations face additional headwinds if unfavorable currency moves weaken 
profitability. 
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Hotels and Timeshare 
Ratings trends and outlook 
The ratings trend is decisively negative this year and is likely to be negative in 2021 also. 
All outlooks are negative with one remaining company on CreditWatch with negative 
implications. The lodging sector has the highest percentage of investment-grade 
companies with five issuers rated ‘BBB-’, all with negative outlooks. As a result, the 
sector has the highest fallen-angel risk in leisure.  

Main assumptions about 2021 and beyond 

1. Safety risk driving U.S. lodging, hotel demand untethered from GDP 

2. Volatility continues well into 2021 for European Hotels 

3. Timeshare sales will remain weak at least through the first half of 2021 

4. Latin America’s lodging sector will continue to struggle in 2021 

Safety risk driving U.S. lodging, hotel demand untethered from GDP.  

Although U.S. lodging demand is typically tied to GDP, our sector forecast has become 
untethered from key macroeconomic indicators because of health and safety concerns. 
This is most evident in the unprecedented slump in revenue per available room (RevPAR) 
in the U.S., which was down 46% in the first nine months of this year. Given the hit to 
group and business travel, we currently expect U.S. RevPAR to fall about 50% in 2020, 
recovering in 2021, but remaining 20%-30% below 2019 levels. This forecast assumes a 
medical solution to the COVID-19 virus and effective immunization, which could come by 
mid-2021. However, under this scenario, even if demand picks up in mid-2021, the sector 
will be very competitive, particularly in cities, causing average daily rates to remain 
depressed. As a result, assuming recovery and normalization continue in 2022, we don’t 
think RevPAR will fully recover until 2023 at the earliest. 

Volatility continues well into 2021 for European Hotels.  

The pandemic was far worse for European lodging compared to many other global 
markets because hotels were almost completely shut down for longer with occupancy 
close to zero. Furthermore, the sector was unable to reduce fixed labor costs because 
local laws impose strict requirements for layoffs. Leisure travel provided some respite 
during summer months, with pent-up demand resulting in 60%-70% occupancy levels in 
late July and August. However, the second half of 2020 is bleak and 2021 will probably be 
a very slow and gradual recovery. RevPAR in most European countries could drop by 50% 
in 2021 and EBITDA to remain 40%-50% below 2019 levels. Furthermore, we do not 
expect RevPAR to rebound to pre-pandemic levels until 2023 at the earliest. We expect 
regional economy and midscale hotels focused on small and medium business travelers 
will likely rebound faster than hotels in urban areas in luxury and upscale segments. 
Leisure travel will lead the recovery once lockdown measures ease, which could begin in 
mid-2021 if a vaccine becomes widely available. 

Timeshare sales will remain weak at least through the first half of 2021.  

Vacation ownership interval (VOI) sales and rental revenue will be weak because of lower-
than-typical industry-wide timeshare resort occupancy through the first half of 2021. 
Even in a recovery scenario, we estimate 2021 VOI sales for rated timeshare companies 
could be as much as 35% below 2019 levels, because air travel to destination markets 
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could remain low for a portion of the year. Companies with exposure to destination 
markets such as Hilton Grand Vacations, Marriott Vacations Worldwide, and Diamond 
Resorts may experience a slower sales recovery. Drive-to markets will continue to lead 
the recovery, which is evident in reported results for Wyndham Destinations. 

Latin America’s lodging sector will continue to struggle in 2021 

COVID-19 severely disrupted the lodging industry in Latin America. Prior to the pandemic, 
demand for resort and other destinations grew due to depreciated local currencies and 
steady business travel driven by modest but consistent economic growth. We believe 
year-end 2020 occupancy levels will scarcely recover from this year’s second quarter dip 
and rising COVID-19 cases in much of the region could drive cancellations through the 
holiday season. Additionally, travel restrictions remain in place, including restrictions to 
20%-50% of occupancy, depending on national and local curfew measures. While a 
vaccine could be widely distributed by the middle of 2021, we expect the subsequent 
RevPAR recovery could be slow. Industrywide occupancy levels in 2021could range 30%-
40% but remain well below pre-pandemic levels of around 60%. Moreover, we expect 
leisure travel will recover more quickly than business, especially drive-to destinations. 
Latin America could be slow to recover from the ongoing recession and our economists 
currently expect GDP could contract by 8% in 2020 and grow by 4.5% in 2021. Most 
economies may not reach 2019 levels of economic activity until 2022 or 2023. As a result, 
several issuers have filed for bankruptcy or turned to creditors for relief, such as debt 
restructuring or standstill agreements. We expect distressed industry conditions to 
continue into 2021, as most issuers could continue to generate cash flows well below 
pre-pandemic levels.  

We expect travel to Caribbean and Mexican all-inclusive resorts to be substantially 
depressed until at least the second half of 2021, at which point revenue, EBITDA, and 
cash flow could begin to improve following the widespread distribution of a vaccine. 
Recovery may be challenged by travel restrictions and advisories, reduced flight capacity 
from North America to Mexican and Caribbean resort destinations, lingering consumer 
apprehensions around air travel and crowded public spaces, and weak discretionary 
spending if the aftermath of the recession results in an uneven economic recovery. 
Therefore, we believe the eventual recovery in the Mexican and Caribbean all-inclusive 
resort market could be slow and uneven. 

Key risks or opportunities around the baseline 

1. Possible choppy U.S. lodging recovery even with vaccine in mid-2021 

2. Structural business travel shift in U.S. and Europe 

3. Timeshare reliant on recurring fees, second half travel recovery 

Possible choppy U.S. lodging recovery even with vaccine in mid-2021 

Following an unprecedented blow to lodging from COVID-19-related health concerns and 
restrictions, we think the path to recovery in hotel demand will be slow and span several 
years. Currently, leisure travel is driving the recovery and will probably be a bigger mix of 
hotel demand for the next year or two. Business and group travel have yet to significantly 
recover and probably won’t until, and if, there is a medical solution next year. Even then, 
we believe there will be some permanent reduction in this more profitable customer 
segment given a shift in corporate business models and behaviors toward a greater 
reliance on work-from-home and video conferencing.  

In terms of location, drive-to markets are recovering faster than destination markets, 
while lower-price hotels are recovering faster than higher-price hotels in urban cities. 
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Interestingly, globally, the U.S. and China are primarily domestic drive-to markets and are 
recovering faster than heavy fly-to markets in Europe, Mexico, and the Caribbean.  

In terms of more lasting effects, we also believe there will be more permanent high-end 
hotel closures in the top 20 U.S. markets. This will result in lower supply in cities and 
could ultimately benefit occupancy and rates for hotels that remain open, and possibly 
some of the larger, more liquid hotel REITs in terms of acquisition opportunities. New 
development starts have virtually ceased, and while development and land costs have 
likely dropped, we don’t expect financing will be available for new developments until a 
more solid recovery takes hold. All these factors will reduce room supply in the U.S., 
which would be good in a downturn, but reduced supply will likely be overwhelmed by 
depressed hotel room demand for the next few years. 

Structural business travel shift in U.S. and Europe 

Changes in behavior could result in structural shifts in business and corporate travel, 
which we believe will recover after leisure travel. Many business meetings have moved to 
digital platforms successfully during the pandemic and avoiding incremental business 
travel costs will likely be a key factor if economic recovery in the U.S. or Europe is bleak. In 
addition, some hotel chains are beginning to focus on business travelers during the week 
and converting their hotels on weekends for leisure travelers and are investing to attract 
both. The asset-light lodging franchise model was the winner during the pandemic. We 
expect that further, mix between fixed and variable cost proportion would change for the 
sector, especially in Europe, at a much faster pace with more focus on franchisee model.  

Timeshare reliant on recurring fees, second half travel recovery 

For the duration of the pandemic, recurring property management fees, financing 
income, and a portion of timeshare exchange fees will support cash flow. These fee 
streams will be less volatile than VOI sales, as long as the pandemic isn’t protracted and 
owners and borrowers remain current on their commitments. Rated timeshare 
companies have adequate liquidity runways, and low leverage in captive finance 
subsidiaries could also provide interim liquidity, if needed. These factors give us 
confidence that timeshare companies can manage cash usage until a travel rebound is 
substantially underway. Timeshare companies could restore credit metrics to be in line 
with their current ratings on a run-rate basis by late 2021 or early 2022, if a vaccine gains 
distribution by mid-2021 and leads to a rebound in VOI sales. Notwithstanding recent 
news about the Pfizer, Moderna and AstraZeneca vaccines, we have negative outlooks on 
all rated timeshare companies to reflect the risks on the path to recovery, including 
interim spikes in infection rates, logistical hurdles related to vaccine manufacturing and 
distribution, and an uneven economic recovery that could hurt discretionary spending. 
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Cruise, Recreation, Fitness & Play 
Ratings trends and outlook 
The ratings trend in the cruise sector is decisively negative and the cruise sector has 
experienced the highest number of downgrades as a percentage of coverage and two 
fallen angels: Carnival Corp., and Royal Caribbean Cruises Ltd. All rating outlooks are 
negative. Downgrade risk is most elevated in cruise, fitness, and certain out-of-home 
entertainment given rising virus cases and the possibility of increasing restrictions over 
the next several months and quarters. The one exception is outdoor recreation, where the 
ratings trend is stable.  

Main assumptions about 2021 and beyond 

1. Continued rough seas ahead for cruise 

2. Depressed theme park attendance until Covid-19 vaccine is widely available 

3. Surprising outdoor recreation resiliency 

4. Risk of additional defaults in 2021 very high in U.S. fitness 

5. Toy companies could reduce leverage in 2021 following disrupted 2020 

6. Canadian leisure companies’ credit quality could stabilize as economic and 
health conditions improve 

Continued rough seas ahead for cruise 

Next year is likely going to be another challenging one for the cruise industry because 
operators will slowly resume sailings over several quarters in light of the CDC’s return-to-
sail framework, continued high levels of the virus, and ongoing travel restrictions. 
Although resuming operations in a phased manner might help operators better align 
supply and demand, target easily accessible home ports, and manage itineraries, 
customers might find the itineraries less desirable. We believe destinations and the 
length of the itineraries that operators are able to offer will likely be limited by port 
closures and local government and health authority restrictions. This could pressure 
pricing, particularly on initial voyages where pricing will already be hindered by short 
booking windows, as tickets will likely be sold close to sailing. Pricing will also be hurt by 
the dilutive effects of future cruise credits, which effectively represent a price discount. 
In addition, operators will likely sail with significantly lower occupancy through much of 
next year to facilitate social distancing and other health and safety protocols. This will 
hurt cash flow especially as the large cruise operators typically sail with more than 100% 
occupancy. These factors will result in a longer period of cash burn for all operators and 
very high leverage in 2021. 

Depressed theme park attendance until Covid-19 vaccine is widely available 

Most U.S. and European theme parks that reopened operated in summer 2020 at around 
30%-40% attendance levels compared with the same period in 2019. Although our rated 
U.S. and European theme park operators have reopened many of their parks, we expect 
attendance levels will remain very depressed because of cautious consumer behavior, 
discomfort with wearing masks for extended periods, and implementation of capacity 
restrictions. Additionally, the restrictiveness of pandemic containment measures has 
varied by local jurisdiction, which has slowed and in some cases prevented the reopening 
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of parks. California is home to several of the largest theme parks in the U.S. and has 
taken a cautious approach to theme park reopening when compared with some other 
states. In Europe, theme parks were forced to close again in Autumn amid a second wave 
of the pandemic. We expect theme parks globally may face continued depressed demand 
until there is widespread availability of effective immunization, which we currently 
believe could be around the middle of 2021. Our current expectation is that theme park 
attendance could be at least 50% of 2019 levels in 2021. We expect recovery will be 
gradual and that a full return in attendance to 2019 levels could take several years. In the 
U.S. we estimate 2022 attendance could increase to 80%-90% and EBITDA to 75%-80% 
compared with 2019 levels, and that operating cash flow should turn positive.   

Surprising outdoor recreation resiliency 

Comparing favorably to most other leisure sectors, RV and marine companies’ credit 
profiles will likely be supported in 2021 by pandemic-related demand. Because of their 
use in outdoor recreation, leisure vehicles are perceived as a safe and attractive way to 
travel while maintaining social distance. Since April 2020, retail sales for RVs and boats 
have surged, and we believe sector retail sales could grow in 2021 albeit at a moderating 
pace over the course of the year. This retail environment can result in good revenue 
generation and very low inventory levels at dealers, consequently driving backlog and 
strong growth at manufacturers as they elevate production to meet demand and 
replenish inventory, which was already somewhat low before the pandemic. During the 
depths of the pandemic in the second quarter of 2020, these companies also 
demonstrated an ability to cut nonunion labor costs and unwind working capital, which 
helped to preserve cash and gives us some confidence that such measures can be used 
to mitigate operating volatility in the future. We have factored these fundamentals into 
our forecast and raised ratings or stabilized outlooks across companies with RV and 
boating exposure.  

Risk of additional defaults in 2021 very high in U.S. fitness 

The risk of additional defaults in 2021 remains very high in the U.S. fitness sector, and all 
ratings are currently in the ‘CCC’ category because of very high leverage, strained 
liquidity, and significant uncertainty around the recovery path of fitness club operators. 
Even though revenue will probably be higher in 2021 compared to very low 2020 levels as 
companies cycle through the first anniversary of the effect of COVID-19-related closures, 
we expect revenue to be 10%-30% and EBITDA to be 20%-50% below 2019 levels as 
operators try to rebuild their reduced membership bases if a vaccine can be widely 
disseminated by mid-2021. 

Toy companies could reduce leverage in 2021 following disrupted 2020 

Although both Hasbro and Mattel face elevated macro risk factors, including the 
uncertainty of the upcoming 2020 holiday sales season, an uneven economic recovery, 
high unemployment, and rapidly increasing COVID-19 cases, their operating performance 
could improve in 2021 if they do not face additional supply chain disruptions and retail 
store closures over the next few months. In this scenario, if Hasbro’s live-action content 
production can recover and if Mattel’s structural simplification and capital-light 
programs continue improving margin while maintaining toy sales, both companies could 
improve credit measures through 2021. If Mattel achieves performance in line with its 
guidance for full year 2020 sales and margin improvement we could revise its outlook to 
stable from negative.   

Canadian leisure companies’ credit quality could stabilize as economic and health 
conditions improve 

Bombardier Recreational Products took proactive measures in response to the pandemic 
by implementing material operating cost and capital investment reduction plans. The 
company also raised US$600 million in debt, entering the pandemic with significant 
liquidity and no near-term maturity. Even though topline and EBITDA pressure in the 
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beginning of the lockdown led to higher leverage measures, the company exited the third 
quarter with significantly stronger revenue and EBITDA.   Should recent performance 
continue, leverage could improve below 5x in 2021, reflecting its strong product offering 
and relatively strong market share in the recreational vehicle industry against the 
backdrop of an improving macroeconomic environment. Most of Gateway Casinos 
Entertainment Ltd.’s properties were closed until early October, significantly pressuring 
liquidity. However, Gateway secured C$200 million in financing from the government of 
Canada, which should allow it to fund ongoing operating expenses as Ontario casinos 
ramp up operations, B.C. casinos reopen, and to also fund capex.  Nevertheless, capacity 
restrictions at the properties, uncertainty when B.C. casinos will reopen, and customer 
behavior will determine the direction of the company’s credit quality. 

Key risks or opportunities around the baseline 

1. Cruise: Start-and-stop sailings, altered behavior, mountain of debt 

2. Theme parks: Seasonally important Q3 2021 attendance must recover 

3. Recreation vehicles: Ramp-up of RV and boat manufacturing risks inventory 
correction in the second half 

4. Gyms: Pandemic-containment closures in-home fitness are key risks 

5. Toys: Supply chain disruption  

Start-and-stop sailings, altered behavior, mountain of debt, risks for cruise 

Cruise operators will face heightened risks of additional suspensions even once they 
resume operations in the absence of a widely available medical solution. We also believe 
the pandemic could alter consumer demand for cruising over the longer term because of 
fears around contracting the coronavirus.  

In addition, extraordinary borrowing so far to finance very high levels of cash burn while 
ships are docked and revenue is near zero, even with significant equity issuances to 
supplement liquidity that were designed to avoid more incremental debt, have resulted in 
a mountain of debt that will be very hard to dig out from under.  

As a result, ratings in the sector are currently in the ‘B’ category with negative outlooks, 
which reflect a high degree of uncertainty in the sector’s recovery path given the potential 
for a slower restart of cruises in many markets, the potential for further suspensions 
when operations do resume, and the possibility the pandemic could alter consumers’ 
demand for travel and cruising over the longer term because of concerns around 
contracting the coronavirus. 

Seasonally important third-quarter 2021 theme park attendance must recover 

Most U.S. and European rated theme park operators have seen multi-notch downgrades 
in 2020, as operating disruptions coupled with substantial incremental debt issuance to 
fund ongoing cash burns have severely weakened expected credit measures. In Europe 
the pandemic added significant incremental pressure on the already highly leveraged 
capital structures of rated theme park operators, substantially increasing the risk that 
these capital structures will prove unsustainable. Since we expect issuers will continue 
burning cash until attendance improves, underperformance in the seasonally important 
third quarter of 2021 is a key risk.  

Global destination attractions, like Disney’s Walt Disney World in Orlando Florida, are 
likely to recover more slowly than regional theme parks, due to lingering travel-related 
concerns. Regional theme parks could also benefit from pent-up demand and limited 
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required planning as an alternative to other leisure activities. Additionally, regional theme 
parks have historically exhibited some resiliency in recessions due to a shift in consumer 
preference toward lower-cost and closer-to-home experiences.  

Ramp-up of RV and boat manufacturing risks inventory correction in the second half of 
2021 

In late 2021 and 2022, retail and shipment demand could cool as economies and travel 
options reopen, assuming a vaccine gains distribution by mid-2021, but demand could 
nonetheless remain fairly healthy compared to historical levels if outdoor recreation 
persists among consumer preferences. The shift toward remote work and less urban 
home ownership could support demand for such products. 

 A key risk is overproduction that leads to channel inventory corrections. The industry has 
experienced significant volatility in the past when it mismatched retail units and 
shipments, and this is possible now in a period of unanticipated and possibly temporary 
surge. This risk is also related to discretionary spending and our understanding that 
leisure vehicles demand typically drops in a recession, although this has not occurred so 
far. 

Gyms closing again, in-home fitness are key risks 

Traditional fitness clubs may struggle to rebuild lost membership levels because of 
increased competition from in-home fitness alternatives, and uncertainty around the 
timing of a wide-scale vaccine distribution creates substantial risks. We also expect a 
lower supply of traditional brick-and-mortar gyms in the fitness industry as a result of 
multiple bankruptcies in the sector and gym closures in the wake of the COVID-19 
pandemic. However, this could ultimately benefit fitness club operators that are able to 
survive. We believe budget fitness operators have lower levels of attrition than their high-
end and mid-tier peers, and we expect further divergence is possible in 2021 if elevated 
levels of unemployment and employment insecurity drive some consumers toward 
budget fitness options and away from higher-priced memberships. 

Growth capital expenditure spending across the sector will likely be limited in 2021 as 
fitness club operators struggle with elevated leverage and depleted cash reserves 
resulting from the pandemic. Even if memberships and revenue can slowly recover 
through 2021, we assume cash flow could remain negative at least through the first half 
of 2021 as fitness club operators pay back significant amounts of deferred rent and ramp 
up labor costs. 

If there is 2021 supply chain disruption, it could hurt toy sector 

Supply chain disruption earlier in the year and restrictions on out-of-home consumer 
activities intended to prevent the spread of the coronavirus reduced toy sales through 
brick-and-mortar retail channels in 2020, with the impact to revenues being most 
significant in the second quarter. Hasbro’s and Mattel’s second-quarter revenues from 
toy sales declined about 29% and 15% respectively when compared with 2019.  

Revenue disruption from retail store closures was more significant in Asia and South 
America, which have weaker e-commerce penetration compared with North America and 
Europe. Additionally, shifts in the theatrical-release calendar following the closure of 
movie theatres have hindered toy sales linked to media properties.  

Both Hasbro and Mattel reported year over-year-growth in toy sales in the third quarter 
of 2020, partially offsetting disruptions in the first half of the year, as fully operational 
supply chains, reopened retail stores, and expanded e-commerce capabilities lifted 
sales.  

The strength of the upcoming 2020 holiday sales season is typically uncertain until a few 
weeks before the end of the year, and is important for setting the scene for possible 
operating improvements in 2021. It is unclear to what extent consumers may have pulled 
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forward toy purchases to the third quarter of 2020, possibly hurting the fourth quarter. 
Additionally, COVID-19 cases are rising rapidly in key U.S. and European markets, and a 
reinstatement of strict containment measures could reduce consumers’ mobility, 
resulting in lower brick-and-mortar sales, which would likely hurt operating performance. 

Related Research 
– The U.S. Lodging Sector Faces A Challenging Recovery From The Effects Of The COVID-

19 Pandemic, Dec. 7, 2020. 
– The U.S. Lodging Sector: A Slower Recovery Could Take Until 2023, Nov. 5, 2020 
– Asia-Pacific Gaming Sector Update: Don't Bet On A Quick Recovery, Oct. 27, 2020 
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https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?&DocumentId=46743344&From=SNP_RE
https://www.capitaliq.com/CIQDotNet/CreditResearch/SPResearch.aspx?DocumentId=46422838&From=SNP_CRS
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Industry forecasts 
Global Hotels, Gaming, and Leisure 
Chart 7 Chart 8 

Revenue growth (local currency) EBITDA margin (adjusted) 

  
Chart 9 Chart 10 

Debt / EBITDA (median, adjusted) FFO / Debt (median, adjusted) 

  
Source: S&P Global Ratings. Revenue growth shows local currency growth weighted by prior-year common-currency revenue-share. All other figures 
are converted into U.S. Dollars using historic exchange rates. Forecasts are converted at the last financial year-end spot rate. FFO—Funds from 
operations. 
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Cash, debt, and returns 
Global Hotels, Gaming, and Leisure 
Chart 11 Chart 12 

Cash flow and primary uses Return on capital employed 

  
Chart 13 Chart 14 

Fixed versus variable rate exposure Long term debt term structure 

  
Chart 15 Chart 16 

Cash and equivalents / Total assets Total debt / Total assets 

  
Source: S&P Global Market Intelligence, S&P Global Ratings calculations. Most recent (2020) figures are using last twelve months (LTM) data. 
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