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Hotels, Gaming, and Leisure 
U.S. lodging, leisure, and gaming on rocky road to recovery 

What’s changed post-COVID? 
Revenue and cash flow declines. Since mid-March, the U.S. lodging, leisure, and 
gaming sectors have faced unprecedented declines in revenue and cash flow due to 
travel bans and restricted consumer activity. 

Negative rating actions. We've downgraded more than two-thirds of issuers and 
36% remain on CreditWatch with negative implications. Both investment- and 
speculative-grade issuers have been able to access the debt markets, albeit at high 
rates, to provide liquidity. Still, 4% of the sector has defaulted and additional 
defaults and restructurings are inevitable. 

What is the likely path to recovery? 
Recovery will take time. While recovery has begun in various states and regions, for 
many subsectors, we believe it could take two to three years for credit metrics to 
return to 2019 levels due to long-lasting disruptions to business fundamentals.  

Casino utilization high so far. Although still very early in the reopening phase, some 
regional casinos are reporting better-than-feared EBITDA generation. However, 
virus hot spots and economic malaise threaten the recovery.  

Leisure will lead the way in lodging. Lodging occupancy climbed to more than 40% 
in June after bottoming out at 25% in April. Since the pandemic began in the U.S., 
economy, midscale, and extended-stay segments have outperformed the industry, 
and upper upscale and luxury full-service segments have underperformed. We 
expect this to continue at least through the third quarter. We believe leisure travel 
will recover first, business transient second, and group business third because of 
lingering concerns about gatherings and social-distancing norms. 

Cruises will lag behind. We believe the cruise industry may fare the worst, with a 
long period of weak demand and very weak credit measures through at least 2021 
as it slowly resumes cruise itineraries, and incremental debt to bolster liquidity. 

What are the key risks around the baseline? 
High-cost debt. While issuance has helped to bolster balance sheets and stave off 
near-term bankruptcies, depending on cash burn rates, companies will be saddled 
with more high-cost debt as they navigate recovery and the potential for years of 
lower revenue.  

A second wave. The sector is particularly vulnerable to a second wave of the 
pandemic or a resumption of tighter restrictions on consumer activity in select 
markets due to rising infection rates. 

Structural changes. Longer-term structural changes could include properties that 
never reopen and permanent or prolonged supply and demand imbalances that 
could hurt profitability. 

Latest Related Research 

– U.S. Lodging, Leisure, And Gaming Sectors Face Rocky Road To Recovery, June 
30, 2020 

– Credit Conditions North America: Rolling Out The Recovery, June 30, 2020 

– Credit FAQ: How Macau Gaming's Recovery May Unfold, May 21, 2020 
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Ratings Statistics (YTD)  

 IG SG All 
Ratings 10 92 102 

Downgrades 3 39 42 

Upgrades 0 2 2 

Ratings data as of end-June, 2020 

COVID-19 Heat Map  

COVID-19, Recession, and O&G Impact 
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2020 Estimates v. 2019 

Revenue 
Decline 

EBITDA 
Decline 

Incremental 
Borrowings 

Fitness 
25% to 50% >60% >10% 

Gaming 
25% to 50% 40% to 60% >10% 

Hotels 
25% to 50% 40% to 60% >10% 

Cruise 
>50% >60% >10% 

2021 Estimates v. 2019 

Revenue  
Decline 

EBITDA  
Decline 

Fitness 
20% to 30%  30% to 40% 

Gaming 
10% to 20% 10% to 20% 

Hotels 
20% to 30%  30% to 40% 

Cruise 
20% to 30% 40% to 50% 
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