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Transportation 
A long road back for North American transportation 

What’s changed post-COVID? 
Passenger transportation hit hard. Fear of the virus, government travel 
restrictions, and recession combined to destroy demand (the revenue outlook has 
worsened over the past month, and some large airlines with international flying 
could see revenues down > 50% versus 2019 levels). We downgraded all North 
American airlines, in most cases multiple notches, and outlooks remain negative. 

Related sectors hurt to various degrees. Car renters are suffering as airport 
rentals dry up (and Hertz files for bankruptcy). Global aircraft leasing companies 
remain under pressure but have more stable cash flows than their airline 
customers. Outlooks are all negative. 

Freight transportation hurt to a lesser degree. Recession and declining global 
trade hurt, but a base load of consumer and industrial demand, as well as an ability 
to flex capacity, position these companies better to ride out the storm. 

What is the likely path to recovery? 
Airlines’ way forward uncertain. Airlines need progress on containing the virus, 
reopening economies, and regaining passenger confidence—which is mostly out of 
their control. Domestic and leisure travel will recover before international and 
business. 

Airline recovery could stretch into 2023. Recovery in revenues and credit 
measures will take years, and airlines plan to downsize by 20%-30% later this year 
(matching likely revenue shortfalls in 2021 versus 2019). Additional debt improves 
liquidity and buys time, but further burdens balance sheets. 

Freight transportation should bounce back sooner. Freight is mainly correlated to 
the economy and should track our economists’ expectation of a one- to two-year 
recovery.  

What are the key risks around the baseline? 
A second wave of COVID would set back the recovery.  Passenger transportation in 
particular remains vulnerable. If a second wave is on the scale of the first, multiple 
bankruptcies are likely. 

A “new normal” helps some and hurts others. Spreading passengers out destroys 
an airline’s business model, and global downsizing undermines aircraft leasing. 
Package express and some trucking benefit from the boom in internet shopping, 
but typically not enough to offset fewer business shipments. 

As always, the economy matters. Consumer spending, which rests on employment 
gains, could recover slowly and delay demand improvement in freight and 
passenger transportation. Shrinkage and regionalization of trade will trim growth 
prospects for some. 

Latest Related Research 

– COVID-19 Heat Map: Post-Crisis Credit Recovery Could Take To 2022 And 
Beyond For Some Sectors, June 24, 2020 

– Canadian Corporates Face Unprecedented Credit Stress In 2020 Thanks To 
Plummeting Oil Prices And COVID-19, May 11, 2020 

– Live Webcast and Q&A: COVID-19 And The North American Transportation 
Sectors, April 22, 2020 
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Ratings Statistics (YTD)  

 IG SG All 
Ratings 21 47 68 

Downgrades 3 23 26 

Upgrades 0 3 3 

Ratings data as of end-June, 2020 

COVID-19 Heat Map  

Airlines 
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2020 Estimates v. 2019 
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2021 Estimates v. 2019 
Revenue Decline EBITDA Decline 

20% to 30%  40% to 50% 
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