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Transportation 
A long journey to a new normal, with airlines the hardest hit 

What’s changed post-COVID? 
Airlines hardest hit. Within the European transportation sector, airlines and airline 
service providers have been the most adversely affected, with downgrades of 
several notches for many. 

Unprecedented government travel restrictions and quarantine orders. 
Government support has poured in for airlines, as they temporarily grounded most 
of their fleets. Much of it needs to be repaid, however, and will lever up balance 
sheets and extend the length of a recovery.  

Cargo traffic significantly more resilient than passenger traffic. We expect 
declining global trade to reduce global container volumes by 10%-15% in 2020, but 
muted new containership deliveries and lower bunker costs will partly offset 
sluggish demand. 

What is the likely path to recovery? 
Air traffic is not expected to rebound to pre-pandemic levels before 2023. We 
forecast a 55% drop in European air traffic in 2020 versus 2019, with passenger 
numbers still 30% below 2019 levels in 2021. Domestic and European short haul 
travel will ramp up first. Intercontinental traffic will take longer to rebound, and the 
return of corporate travel is likely to be sluggish.  

Negative EBITDA generation forecast in 2020 for the vast majority of rated 
airlines. The severity of losses will depend on how effectively cost bases were 
contained when fleets were grounded, and how well they will be controlled when 
operations slowly restart. The recovery will be influenced by how airlines 
restructure and downsize their fleets to meet lower demand. Management of 
working capital (particularly of ticket refunds) and capex (new aircraft orders) will 
also contribute to cash burn.  

Cargo traffic to recover earlier. However, a recovery in trade volumes could be 
delayed if the global recession drags on.  

What are the key risks around the baseline? 
Changes to passenger behavior and perceived affordability of travel. Consumers’ 
willingness to travel and discretionary spending levels may remain subdued if 
countries see second waves of COVID-19 infections and unemployment levels 
continue to rise as the economic recession progresses.  

Governments hesitating to lift international travel restrictions. Social distancing 
measures will likely continue for some time, and travel restrictions could persist. 

Structural industry changes. These include reduced fleet sizes, changes to 
business (premium) and leisure passenger mixes, and intensified competition for 
reduced passenger volumes at the expense of ticket fares. 

Latest Related Research 

– Six European Airlines Downgraded As COVID-19 Impact Erodes Credit Metrics; 
Majority Still On Watch Negative, May 20, 2020 

– Credit FAQ: Airlines And Airports Worldwide Confront An Unprecedented Plunge 
In Traffic And An Uncertain Recovery, April 6, 2020  
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Ratings Statistics (YTD)  

 IG SG All 
Ratings 17 31 48 

Downgrades 5 10 15 

Upgrades 0 0 0 

Ratings data as of end-June, 2020 
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