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Denali Sovereign Fund 
Fund Background

Alaska based, ESG investment fund
$3.5B Assets Under Management 
Modeled after Alaska Permanent Fund
Distributes profits to Alaskan citizens 

Investment Criteria

Target Return: CPI + 5%
Low volatility 
Reflecting the values of the
Alaskan people

37% 43%20%

Equities FI Alternative Assets



How should we approach investing in the tourism
industry while prioritizing the environmental, social,

and economic concerns of the Alaskan people?

Our Opportunity
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The Cruise Industry is
Important But in Danger
KEY INDUSTRY DRIVERS

ALASKAN
TOURISM

60% of summer
tourists in
Alaska are
from cruise
ships

60% 76%

IMPACT OF
COVID-19

76% of
customers took
future credit
over a cash
refund

Mintel ReportWashington Post

https://reports-mintel-com.ezp3.lib.umn.edu/display/1017348/?fromSearch=%3Ffreetext%3DCruises
https://www.washingtonpost.com/travel/2021/02/12/alaska-travel-tourism-cruise-covid/


We Have Two Methods of
Investing in Carnival

Debt

Equity

Bonds
Exchange-traded notes
Commercial paper 

Stocks
Equity derivatives



Carnival's Debt is Far Too Risky 

Debt

Equity

Bonds
Exchange-traded notes
Commercial paper 

Stocks
Equity derivatives

Credit Rating: b- 

Increased debt levels by
150% over the last year 

Issued stock in Q4 2020

Potential Indicators of Bankruptcy:

S&P Capital IQ

https://www.capitaliq.com/ciqdotnet/company.aspx?leftlink=true&companyId=258823
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Carnival's Stock is Overvalued

Cruise industry fully rebounds by 2024
Carnival maintains it's $2 dividend
11% dividend growth by 2027
8.6% WACC

Dividend-Discount Model

$19.73 20.25

2/19 Share Price

$24.6

Assumptions

Net Loss per Share at varying WACCs

S&P Capital IQNasdaq

https://www.capitaliq.com/ciqdotnet/company.aspx?leftlink=true&companyId=258823
https://www.nasdaq.com/market-activity/stocks/ccl/dividend-history


$19.73 20.25

Competitors are Performing
Even Worse

S&P Credit Health Ratings



Carnival is a CSR
Leader... on the Surface

ONE OF THE INDUSTRY'S BEST

TOO FEW OPERATIONAL DEFINITIONS

LACKS GOALS IN KEY PROBLEMS

Carnival CSR Report

PR Newswire

Recognized for CSR by Newsweek in 2019

 Definitions of CSR success can be changed to fit Carnival needs

CSR strategy is almost completely focused on sustainability

https://www.carnivalcorp.com/transparency-and-reporting/sustainability-reports
https://www.prnewswire.com/news-releases/carnival-corporation-recognized-for-corporate-social-responsibility-by-newsweek-300975352.html


The Cruise Industry Has
Four Common CSR Trends

CSR IS NOT
CORE TO THE

BUSINESS

LIMITED THIRD
PARTY

AUDITING

FOCUSED
MAINLY ON

SUSTAINABILITY

LACK OF
FORMAL

REPORTING

Research in Transportation
Business & Management

Journal of Sustainable
Tourism

Royal Caribbean Group,
Norwegian Cruise Line,

Disney Cruise Line

Journal of Sustainable
Tourism

https://www.sciencedirect.com/science/article/abs/pii/S2210539520301528
https://www.tandfonline.com/doi/abs/10.1080/09669582.2015.1076827?journalCode=rsus20
https://sustainability.rclcorporate.com/
https://www.ncl.com/about/environmental-commitment
https://thewaltdisneycompany.com/app/uploads/2020/02/CSR2019Report.pdf
https://www.tandfonline.com/doi/abs/10.1080/09669582.2015.1076827?journalCode=rsus20


Carnival Recommendations

Optimize
waste

management

Improve
working

conditions

Invest in
regenerative

cruises

1 2 3



Carnival Cruises Generate Waste

Each passenger uses up to 40L of
sewage & 340L of water per day

Carnival was fined $20 million in
2019 for illegal waste disposal

JSTOR Daily

Business Insider

1

https://daily.jstor.org/the-high-environmental-costs-of-cruise-ships/
https://www.businessinsider.com/carnival-pay-20-million-after-admitting-violating-settlement-2019-6


Optimize Waste Management

Publicly and repeatedly
commit to legal and

environmentally friendly
waste disposal to create a

culture of accountability

Invest in new technologies,
like Wärtsilä’s auto

gasification and
Scanship's advanced water

purification

1

Wärtsilä | Scanship

https://www.wartsila.com/media/news/29-08-2019-wartsila-s-auto-gasification-solution-to-provide-sustainable-waste-disposal-for-princess-cruises-vessel-2514606
https://www.scanship.no/news/scanship-a-part-of-vow-asa-awarded-5-7-million-euro-cruise-ship-contract


Crew Members Face Several
Challenges

UNDERPAID

Carnival pays their
workers as little as

£0.75 per hour, due to
flat pay rate and no

overtime

DANGEROUS TASKS

Commonly experience
soft tissue or back-

related injuries, burns,
and exposure to viruses

and other illnesses

OVERWORKED

Crewmembers often
work 20 hours per day,

expected to take on
extra tasks if need be

The Guardian Business Insider Attorney Steve Lee

2

New Yorker Business Insider

https://www.theguardian.com/business/2012/apr/29/cruise-firm-performance-bonuses-tips
https://www.businessinsider.com/cruise-line-workers-reveal-grueling-schedules-2019-2#:~:text=Rather%20than%20working%20traditional%20five,nearly%2020%20hours%20a%20day
https://www.attorneystevelee.com/our-library/cruise-ship-worker-injuries/
https://www.newyorker.com/news/as-told-to/a-cruise-ship-crew-member-describes-a-failed-effort-to-contain-the-coronavirus
https://www.businessinsider.com/the-hardest-job-on-a-cruise-ship-2018-12


Technology and Automation are Key

Increases safety, increases
productivity, and saves resources

CONVEYOR
DISHWASHER

Allows for faster cleaning, doubles
work in same amount of time

PROGRAMMABLE
VACUUMS

Eliminates the need for harsher
chemicals, less at-risk for illness

ANTI-VIRAL
SURFACES

Reduces physical strain, handles
more loads in less time

ELECTRIC LOAD
LIFTERS

Less danger and strain, higher per-hour wage, higher-quality work  

Cruise Industry News

Vacuum Fox Programming GenieLift and Apollo Lift

BBC Future News

2

https://www.cruiseindustrynews.com/cruise-news/20372-meiko-debuts-ka-series-rack-conveyor-dishwashers.html
http://www.vacuumfox.com/programming-options/
https://www.genielift.com/en/material-handling/material-lifts/ll
https://www.apolloliftus.com/electric-stacker
https://www.bbc.com/future/article/20200529-the-surfaces-that-kill-bacteria-and-viruses


Costs
Quickly
Even Out

MOST ARE REPLACEMENTS
Cruise lines drydock every 2-3 years, update every 5

SETTLEMENTS ARE EXPENSIVE
A single settlement in 2020 cost Carnival $1.36M

INCREASES VALUE
Increases speed and quality of work, creating better
experience for customers

CruiseMapper and Travel Weekly

Miami Herald

2

https://www.cruisemapper.com/wiki/767-cruise-ship-refurbishment-dry-dock-schedule
https://www.travelweekly.com/Cruise-Travel/As-fleets-grow-cruise-lines-opt-to-update-ships
https://www.miamiherald.com/news/business/tourism-cruises/article235433587.html


Regenerative Cruises
SERVE ALASKA THROUGH SUSTAINABLE FISHING AND
OCEAN CLEANUP EFFORTS

6 BILLION POUNDS

Amount of seafood that is
harvested in Alaska every year

8 MILLION METRIC TONS

Amount of plastic that ends up
in the ocean every year

State of Alaska Anchorage Daily News

3

http://alaska.gov/kids/learn/economy.htm
https://www.adn.com/politics/2016/05/17/alaskas-100-million-plastic-pollution-problem-catches-congressional-attention/


A Fishing Co-Op Allows
for Sustainable Sourcing
CELEBRITY CRUISES CASE
This Royal Caribbean subsidiary had success with its
"Daily Catch" co-op for Galapagos fisheries.

STREAMLINED VALUE CHAIN FOR FISHERIES
Alaskan fisheries will have access to a plant that will
make it easier to process, store, and sell their product.

SUSTAINABLE SOURCING FOR CARNIVAL

Carnival Cruises can commit to serving seafood from
MSC-certified, locally-sourced fisheries.

3

Landry & Kling Global Cruise Services

https://landrykling.com/sailing-beyond-sustainability-to-regenerative-travel-cruise-lines-help-people-and-the-planet/


COASTAL CLEANUP
VOLUNTEERING EVENTS

Give environmentally-conscious cruise-goers the
opportunity to participate in the Center for Alaskan
Coastal Studies' annual beach cleanup event.

GUIDED TOURS FOR INQUISITIVE
PASSENGERS

The Center for Alaskan Coastal Studies also offers
guided tours from April to October that passengers
may attend.

Assist Cleanup Efforts 
on Alaska's Coasts

Center for Alaskan Coastal Studies

3

https://www.akcoastalstudies.org/


Carnival Must Meet CSR
Benchmarks Before We Invest

11 12

13 14

Reduce waste by 20% 
(current goal is 10%)

Decrease worker injury
claims by 25%

1% of revenue from
sustainable sources (e.g.

regenerative cruises)

Continue and support all
other current CSR initiatives

Based on average OSHA of implementing a safety program

https://www.osha.gov/dsg/InjuryIllnessPreventionProgramsWhitePaper.html#:~:text=Based%20on%20its%20review%20of,percent%20to%2035%20percent%20for


Carnival Valuation 
Base Case

DCF Analysis

Implied Share Price

$25.49

 7% YOY Sales Growth
58% COGS % of Sales
Full rebound in 2024

Assumptions:



Carnival Valuation 
Improved Waste Management

DCF Analysis

Implied Share Price

$27.71

 $20MM less in legal
fees per year
5% increase in
operational efficiency 

Value Drivers:



Carnival Valuation 
Improved Worker Safety & Automation

DCF Analysis

Implied Share Price

$29.63

 $15MM less in legal
fees per year
10% decrease in SG&A 

Value Drivers:



Carnival Valuation 
Diversifying Revenue to Sustainable Sources

DCF Analysis

Implied Share Price

$34.30

 1.5% increase in
revenue YOY

Value Drivers:



Carnival Valuation 
Combined

DCF Analysis

Implied Share Price

$40.64
Total Value Created

$14.1B



 Alternative Investment Options

Airlines Railroads Tourism
Agencies



Evaluating Our Options

Decision Criteria



Invest in Alaska Airlines

1 in 3 Alaskan tourists arrive via plane
Alaska Resource Development Coucil

20% increase in Alaska Airlines bookings (Dec.-Jan.)
Seattle Times

Alaska Airlines network is focused on Alaska and
the West Coast

Alaskan Airlines Routes

https://www.akrdc.org/tourism#:~:text=Alaska%20is%20an%20ever%2Dpopular,Alaska%20arrive%20by%20cruise%20ship
https://www.seattletimes.com/business/boeing-aerospace/alaska-air-lost-1-3-billion-last-year-but-projects-brighter-days/
https://www.alaskaair.com/route-map/


Alaska Airlines is Likely to
Outperform Competitors

LOWER DAILY
CASH BURN

OPTIMAL
NETWORK

GEOGRAPHY

LESS RELIANCE
ON BUSINESS

TRAVEL
1

1

NASDAQ
1

2

Appendix 2
2

https://www.nasdaq.com/articles/alaska-air-is-poised-to-lead-the-airline-recovery-2020-10-17


Investment Structure

$700K
0.5% of total investment

in equities

Current Share Price

$62.28
Projected Share Price

$98.24

Holding Period

3 years

Annualized 
Return

16%

McKinsey NYU Stern US Travel Association

Value Created

$371K

https://www.mckinsey.com/industries/travel-logistics-and-infrastructure/our-insights/covid-19-tourism-spend-recovery-in-numbers
http://people.stern.nyu.edu/adamodar/New_Home_Page/datafile/wacc.htm
https://www.fool.com/investing/2020/12/28/can-airline-stocks-bounce-back-in-2021/


Invest in
Alaska

Airlines, has
a projected
16% return

Alaskan resident
 

Environmentally
conscious

 
Works in tourism

industry

Works in
cruise industry

 
Underpaid

 
Overworked

CSR
Solutions

Investment
Decision

Optimize 
waste

management

Improve
workers'

conditions

Invest in
regenerative

cruises

Aurora Joe
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Carnival is Committed to Green Energy
SO OUR CSR ENVIRONMENTAL RECOMMENDATION
FOCUSED ON WASTE MANAGEMENT INSTEAD

reduction in carbon
emissions from 2005 to
2019

cruise ships in the world
powered 100% by LNG
(2018, 2019)

Greenest Shipowner of
the Year (2019)

Carnival Website Carnival Website

29% 1st & 2nd Neptune
Award

Carnival Website

Appendix 1

https://carnivalsustainability.com/decarbonization
https://carnivalsustainability.com/decarbonization
https://carnivalsustainability.com/about-carnival-corp


Alaska Airlines is Less Reliant on
Business Travelers

Company revenue in 2019

Most expensed airlines by business travelers in H1 2020 Statista

Mergent

Business travel will rebound more slowly than vacation or
pleasure travel

Business Insider

Appendix 2

https://www-statista-com.ezp2.lib.umn.edu/statistics/294156/most-expensed-airlines-by-business-travelers-us/
https://www.mergentonline.com/login.php
https://www.forbes.com/sites/benbaldanza/2020/12/01/new-study-estimates-up-to-36-of-airline-business-travel-wont-return/?sh=e343464cf1a3


$4.4M $3.8M

$24M $12M

$58M $30M

Alaska

Delta

American

Q3 2020 Q4 2020

Appendix 3

Cash Burn of Airlines

Yahoo Finance

CNBC

Investor Place

$3.8M

$12M

$30M

Revenue

https://finance.yahoo.com/news/alaska-air-warns-increased-cash-192838171.html
https://www.cnbc.com/2021/01/13/delta-air-lines-dal-results-q4-2020.html
https://investorplace.com/2021/02/aal-stock-american-airlines-could-still-fly-higher-demand/


MSC Fisheries Standard

Marine Stewardship Council

Appendix 4

https://www.msc.org/standards-and-certification/fisheries-standard


Appendix 5a: Carnival WACC
Appendix 5



Appendix 5b: Dividend Discount Models



Appendix 5c: Carnival DCF



Appendix 5d: Carnival DCF Inputs



Appendix 5e: FCF Comparisions



Appendix 5f: Alaska Air Group DCF



Appendix 6a: Carnival Credit Health Panel



Appendix 6b: Royal Caribbean Credit Health Panel



Appendix 6c: Norwegian Credit Health Panel




