
DENALI SOVEREIGN FUND
Impact Investing Analysis

Team B5https://youtu.be/cxjxtifQWbs |

https://youtu.be/cxjxtifQWbs


Faben Henok
Strategy Analyst  

Alex Leipold
Research Analyst

Josh Chen
Quantitative Analyst

Ajay Shankar
Financial Analyst

The Denali Sovereign Fund Investment Team

“Our fund's goal is to optimize stability, savings, and local development by 
investing into companies that succeed in sustainability, surpassing industry 

standards, and financial impacts” 



Carnival Corporation is at an inflection point, with 
looming financial and safety concerns catalyzed by 
the pandemic, is the company capable of  
manifesting changes to deliver quality cruises 
while promoting ethically oriented practices?

Opportunities 



Carnival Corporation is not a feasible investment 
for the Denali Sovereign Fund.
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Carnival’s 
Practices
A patched corporation



Carnival’s mission and vision suggest a strong commitment to CSR across 
all 9 brands.
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Mission & Values Goal

Mission
“Together, we deliver joyful vacation experiences and breakthrough shareholder returns by exceeding guest expectations and 
leveraging our industry-leading scale.”1

9 Brands
22 ships 16 ships 13 ships 10 ships 10 ships 5 ships 5 ships 3 ships 3 ships87 ships

Strategy:

• Investing in LNG2, AAQS3, and 
new energy technologies to reach 
2030 reduction goals
• Reducing single-use items and 

food waste

To protect the 
environment

To operate
safely

To be
compliant

Strategy:

• Continuing to ensure a diverse & 
inclusive workforce
• Creating a safe journey for guests 

and employees through training 
and safety technology

Strategy:

• Introducing an ethics & 
compliance program in 2019
• Developing a human rights policy 

in 2020 and a HESS4 event 
reporting system

1 This quote and slide data obtained from Carnival Corporation “2019 Sustainability Report”       
2 Liquefied Natural Gas.      3 Advanced Air Quality Systems.       4 Health, Environment, Safety, and Security

The company’s 2019 sustainability report highlights key ESG actions for each of the 3 pillars of its vision: 



Carnival’s environmental actions signaled a sinking ship. It has since 
patched its leaks but needs to do more to stay afloat in the long-term.
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Environment Reality

A sinking ship in 20191

$60M
in fines

Largest-ever criminal 
penalty for intentional 
vessel pollution1

Fantasy cruise ship 
received failing 
inspection score of 77 
out of 100, the worst in 
the company’s history2

In 2017 and 2019 for oil 
dumping and 
probation violations1

See appendix A
1 NPR “Carnival Cruise Lines Hit With $20 Million Penalty For Environmental Crimes”      2 CBS News “Carnival Fantasy cruise ship fails inspection by federal health officials”   
3 Carnival Corporation “2019 Sustainability Report” 4 The International Council on Clean Transportation “The climate implications of using LNG as a marine fuel”      5 Howden “From Fossil Fuels To Methanol, LNG & Biofuels”

Patching its leaks2

Surpassed 2020 Goal
Reduce scope 1 CO2
emissions by 25% by 
2020 compared to 20053

29%
reduction

Set 2030 Goal
Reduce scope 1 CO2
emissions by 40% by 
2030 compared to 20083

Too short-term
Lack clear commitment 
to 70% reduction by 
2050 goal, which IMO 
recommends3

Not enough for long-term impact3

Overreliance on bridge technologies
• Pioneer for LNG with 3 equipped 

ships and plan to expand to 8 
more by 20253

• 70% more life-cycle greenhouse 
gas emissions than marine gas oil4
• Biofuel and methanol should be 

prioritized, fuel cells and battery 
systems need faster adoption3,5

Passing on the burden to customers
• Climate protection projects and 

carbon offsets not being actively 
pursued; instead, customers are 
made responsible3



Carnival’s awards suggest employee wellbeing is a priority, but they clash 
with the company’s catastrophes at sea and response to COVID-19.
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Successful on the surface1

#5
for Best Employer for 
New Grads 2020

#77 #94
America’s Largest 
Public Company 2018

#179
for America’s Best 
Employers of 2021

#222
Best Employer for 
Women 2020

Best Employer for 
Diversity 2020

RealitySocial

See appendix B and C
1 Forbes “Carnival”     2  The New York Times “Oversight of Cruise Lines at Issue After Disaster”      3 CNN “CNN Exclusive: Carnival knew of fire danger before cruise, documents show” 
4 Milgard School of Business “Carnival Cruise Line”   5 CNBC “US lawmakers open probe into coronavirus infections on Carnival cruise ships”    6 Business Insider “17 hours a day, 7 days a week: Cruise-ship workers reveal the grueling conditions they face on the job”

Catastrophes at sea

Costa Concordia (2012): 32 passengers killed
Lack of evacuation training & too much power in 
the hands of the captain2

Carnival Triumph (2013): 4 days without power
Inability to learn from failure; compliance order from  
fuel leak fire on Costa Allegra was ignored; no 
responsibility for safety3

COVID-19

1,500
infections4

39+
deaths4

#1
source of spread to Australia4

• “It seems as though Carnival Corporation… is still trying 
to sell this cruise line fantasy and ignoring the public 
health threat.” (US Committee on Transportation & 
Infrastructure, May 2020)5

Working conditions • 76% Great Place to Work score, but no distinction between corporate and onboard6

• 80+ hour weeks for less than $1,000 / month for some crew members6



Carnival’s environmental and social shortcomings point to an inconsistent 
and unreliable style of  management, operating with a lack of  oversight 
and contribution to the US economy.
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Inconsistencies and lack of  accountability

• Carnival ignored CDC’s March 8th warning to 
avoid cruise travel

• CEO Arnold Donald: “A cruise ship is not 
a riskier environment. People perceive it 
that way, but the reality is it’s not.”2

2019 environmental probation violations 

COVID-19

• 2019 probation violations caused in part by 
complex corporate structure with 9 brands1

passed between infection and 
announcement to passengers onboard 
the Diamond Princess; Carnival argued it 
didn’t know, emails suggest otherwise3

48
hours

1  WLRN “Carnival Corp. Boss: 'There Were Some Gaps' In Environmental Oversight”     2  Miami Herald “‘A cruise ship is not a riskier environment’ for coronavirus, Carnival CEO tells Axios”  
3 The New York Times “Failures on the Diamond Princess Shadow Another Cruise Ship Outbreak”    4 Politico “Coronavirus on the high seas: Why the U.S. can't touch cruise lines”   5 OCCRP “Critics Argue That US Government Should Not Bail Out Cruise 
Liners”

Governance Reality

2

Lack of  Oversight

Cruise lines register their ships in countries with low fees, 
wages, and regulations, forgoing need to follow US labor 
laws4

International Maritime Organization acts a guiding 
organization but has no power to enforce any of its rules4

Carnival pays an average tax rate of 1%5

Lack of  Contribution

1

3

4 Only ~5% of workers on cruise ships are American citizens5



Industry Outlook
An analysis of the Cruise Line 
Industry



Impact Factors of  the Cruise Line Industry

121   Forbes “Cruise Ship Pollution is Causing Serious Health and Environmental Problems”      2 See appendix D     3   Cruise Lines International Association (CLIA) 2021 State of the Cruise Industry Outlook Report
4  CDC Cruise Ship Guidance October 30, 2020 Update     5   Dr. Ross A. Klein PhD and Maritime and Cruise Industry Expert     6   CLIA Cruise Industry Regulation

TECHNOLOGICAL
Environmentally beneficial technologies like the 
ion battery system can reduce emissions by 95%. 
However, these factors act as a barrier to 
change:

Payback Time 
Uncertainty

CAPEX
Projections

Cost Savings
Potential

Time to
ROI

2 

ECONOMIC
Despite the looming effects of COVID-19 on 
cruise line operations, research shows that it is 
plausible for demand to may make a recovery. 
However, the same can not be said for supply.

Previous cruisers 
willing to cruise within 

one year

First-time international 
vacationers willing to 

cruise in the next few years

58%66%

3 

POLITICAL
Former President Trump’s party overruled the 
CDC no-sail order after lobbyists from the 
industry extensively pressured the White House. 
This poses several concerns about the industry.

1.
2.
3. 

The Biden Administration is highly likely to 
reinstate a no-sail policy for the foreseeable future.  

Pressure towards policymakers to reduce closed-
door lobbying power will heavily affect this 
industry.
With the current democratic party, the industry 
must pivot to respond to future political 
turbulence.

4 

Monetary deterrents to unethical acts is not 
effective in this industry. The lacks substance 
relative to other industries enables players to 
take advantage of the system. After being fined 
$40 million, Carnival Corporation receives harsh 
criticism from experts:

“Carnival Corporation is not serious about the 
industry’s frequently repeated claim that they 
meet all environmental regulations”

- Dr. Ross A. Klein PhD

ETHICAL
5 

LEGAL
Several legal factors point towards a highly 
unfavorable industry for investment. Thorough 
consideration of the following factors is 
necessary to conduct a true cost-benefit 
analysis.

1.
2.
3. 

Certain maritime laws create favorable loopholes 
for companies, but unfavorable results for society. 

Location of incorporation plays a large role in 
unethical corporate operational flexibility.

Legal contracts and agreements can subject 
customers and employees to highly unfair 
treatment.

6 

ENVIRONMENTAL
Experts agree that the environmental impact of 
the cruise line industry rivals the oil and gas 
industry. 

(x 100)

Experts estimate that the average cruise ship 
can emit as pollution as 700 trucks. While on a 
cruise, individuals more than triple their carbon 
footprint.

1 
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See appendix E
1   Weighted score of company air & water pollution based on an analysis of every operational cruise ship      2   Count of criminal violations imposed onto a company from 2000 – 2021



Risk of  Future Environmental Violations
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Carnival Corporation

$82,168,491

0 8 10 12 142 4 6

20%

40%

60%

Norwegian 
Cruise Lines 

Holdings

$21,739,587

Royal 
Caribbean 

Cruises

$21,921,666 

Violation Fines Since 2000
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Disney Cruise Line
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See appendix E
1   Weighted score of company air & water pollution based on an analysis of every operational cruise ship      2   Count of criminal violations imposed onto a company from 2000 – 2021



Carnival Corporation’s Outlook
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STRENGTHS

Current Market Leader

Historical Financial Strength

Strong Brand Recognition

OPPORTUNITIES

Natural Inflection Point

Investments in Technologies

Health & Safety

Environmental Investments

WEAKNESSES

Lack of Corporate Mission

Weak Corporate Guidance

Unaccepting of Change

Inflexible Business Model

Unfavorable Legal Standing

Criminal Violation History

Weak CSR Initiatives

Lack of CSR Goals

THREATS

COVID-19 No-Sail Policies

Criminal Violation Fines

Competitive CSR Response

Regulatory and Policy Shifts

Revisions of Maritime Law

Curtain of Secrecy has Lifted

Major Approval Decline

Laggard in Reform

See appendix F - G



d
Risk and 
Financial Analysis
A company with an uncertain 
future



Carnival’s Current Financial Position
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“CCL Stock is a Sinking Ship”

-47%
Feb 2020 - 2021

“Wave of pessimism from analysts on The Street 
stems from the poor outlook on when cruise lines 
will be able to resume operations.”1

“Leveraging to Stay Afloat”

$14.9
In billions

“Debt levels are "ballooning" across the sector, and 
assuming banks are going to want to be paid interest 
on that debt, the entire business model of the cruise 
industry is looking increasingly "unsustainable.””2

“Downgraded to Junk…”

BB-
Standards and Poor's

"Carnival's exposure to increased travel restrictions has 
left it vulnerable to shifts in market sentiment in these 
unprecedented operating conditions, and the company 
remains vulnerable to the continued uncertainty around 
the potential recovery from the outbreak.”3

Stock Price as of February 18th, 2021:

$22.89
Key Performance Indicators

1

2

3

0.23Current 
Ratio

Debt 
Ratio

ROA

0.44

-19.09

See appendix H
1  Investor Place : A Cruise less 2021 Sinks Carnival Stock Lower    
2 Motley Fool: Why Carnival Corporation, Royal Caribbean, and Norwegian Cruise Line Stocks Are All Surging Today     3 The Street: Carnival Credit Rating Slashed to Junk Status by S&P



Carnival’s Financial Risks
1

Growth Concerns

Pre-Health Crisis:

Current Outlook:

Revenues were increasing by 10.3% from 
2018-2019

However…

Net cruise costs grew at double the pace of 
revenue raising profitability concerns1

“In terms of revenue, CCL saw a 73% decline 
in 2020…”2

”Even with no sailing costs, Carnival still has 
to pay for maintenance and dry dock 
expenses each month.”2

Profitability issues coupled with 
uncertain demand forecasts indicates 
growth problems

2

Debt Concerns

Pre-Health Crisis:

Current Outlook:

Debt was still an issue for Carnival…

Income Statement shows total debt 
increased from:

$9 Billion to $11 Billion from 2017 to 20193

Repayment was slow at only $1.5B a year3

“The company is overleveraged…its 1-year 
long-term debt change is at a staggering 
112.7%.”4

Carnival isn’t borrowing cheap either… the 

company issued $4B in bonds at 13%
Looming debt concerns doesn’t bode 
well for long term sustainability

3

Liquidity Concerns

Pre-Health Crisis:

Current Outlook:
“Liquidity Crisis is on the Way…”

“With $22 billion in debt and only $10 
billion in liquidity at the end of May, out of 
which $6 billion in cash reserves, Carnival 
will run out of money in less than a year 
and a half at the current burn rate.6

Carnival hadn’t really dealt with many 
liquidity issues due to strong bond ratings

In fact, Moody’s said in 2019 that:

“Carnival's liquidity is adequate. “ due to its 
“revolving credit facility”5

Carnival especially is banking on a 
recovery soon with no real backup plan

1 The Motley Fool: Carnival Earnings: The Growth Slowdown Is Here     2 Investor Place: A Cruiseless 2021 Sinks Carnival Stock Lower     3 Yahoo Finance: CCL Income Statement
4 Reuters: Cruise operator Carnival pays high price to get credit investors on board     5 Moody’s:: Moody's affirms Carnival Corporation's A3 unsecured rating     6 Seeking Alpha: Carnival Corporation: Liquidity Crisis Is On Its Way

18



Financial Implications of  CSR
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“In the short term, shocks to [CSR] factors can affect cash flows and the ability to 
pay interest to debt holders. In the long term, they can harm corporate culture 
and impact operating models, which can lead to the erosion of revenue generation 
and, ultimately, profitability.” 3

“CSR provides insurance‐like protection to preserve firm value and lowers volatility 
from the outbreak of the pandemic, a high debt level with great financial distress 
risk can further highlight the insurance role of CSR. Alternatively, CSR protects 
overleveraged firms from being bankrupt.” 1

“Firms may not be able to prevent recessions from happening, however, they can 
limit the negative impact of recessions on their performance by engaging in CSR 
activities (or refrain from cutting back). (These activities) result in more favorable 
consumer perceptions of the brand, engaging in CSR aligns both social and 
managerial interests, owing to the economic gains from CSR investments.” 2

1  Accounting and Finance: Rethinking capital structure decision and corporate social responsibility in response to COVID‐19
2 European Journal: Doing good when times are bad: the impact of CSR on brands during recessions
3 Massachusetts Financial Services: Sustainable Investing



Risk Assessment

20

Risk Factor Scale Likelihood

Continued CSR 
Investment

Demand Rebound

Credit Rating 
Troubles

Fees and Fines/
Legal Troubles

Health and Safety 
Troubles

Inability to Pay Off 
Debt

UNCERTAIN

LIKELY

LIKELY

LIKELY

LIKELY

UNCERTAIN

See appendix I



Recommendations 
Improvements to Carnival 
Corporation’s CSR Strategy



Research and Development into Creating Minimal 
Impact on the Plant
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Recommendations

Research: New technological innovations into different spaces including Battery, Biofuel, Solar, Wind, Electric, and alternative fuels

Development: Eliminating harmful chemicals (SOx, NOx, and CO2) that cold ironing places onto the environment

Employees: Hires in R&D Sector, Layoffs in Service Sectors

Customers: Increase in Ticket Prices

Local Population: Cleaner Environment, Improved Air Quality

Carnival Corp has violated several crimes against the environment ranging from illegally dumping oil, wastewater, 
and plastic into the water. Most prevalently polluting the air with Sulphur Oxide and smog more than federal & state 
regulations.

R&D

See appendix J
1  The Maritime Executive

Potential Costs: $200-$400 million over the next 10 years in cruise line industry

Probability of Success: High due to return on investment illustrated in the fuel, oil, and gas industry in stocks, profitability, and
overall performance

1 



Refocusing Efforts to Include Quality Employee Care and 
Safety at Work 

23

StrategicRecommendations

Carnival’s Vision 
Statement 

“We operate with…openness and 
transparency at all times. And 
we intend to be an exemplary 
corporate citizen leaving the 

people and the places we touch 
even better.”

Sustainable Development Goal:
Good - Health and Well-Being

2 

1  The Wall Street Journal       2 Carnival Corporation & PLC       3 Business Insider

Carnival Corp have been overworking and under paying their employees for years along with putting employee's health at 
risk which has been shed to light due to the COVID-19 pandemic after leaving thousands of workers stuck at sea with no 
explanation with hopes to continue their voyage in the summer of 2020. Due to Maritime Laws and Regulations, Carnival 
Corp have been able to find loopholes to avoid legal action. 

1 

Employee Bylaws 
- Use platform and social capital to regulate itself for employee. 
- Offers accountability and transparent to employees
- Partner with local unions
- Increase median annual earnings to industry average of $18,706
- Create more conventional schedules that can not exceed 65-hour work 

weeks

Impact on Stakeholder’s
Employee: Improved Autonomy, Wages, Working Conditions and Increased
Employee Expectations  
Customers: Better experience with cruise line, Increased Customer      
Satisfaction 

3



Strategic

Going Beyond Law Requirements by Making Long-Term, 
Environmentally Conscious Investments 

24

LONG TERM COMMITMENTS

2025: 90% of employees are included and feel safe

2030: 100% of fleet equipped with Advanced Air Quality Systems  

2035: Improve water use efficient for onboard operations by 30%

2040: Reduce CO2e and CO2 by 60% from all operations 

2045: 85% of ships powered 100% environmentally friendly energy sources

2050: Net Zero Emissions 

Recommendations

1  Carnival Corporation & PLC Sustainability Report 

Carnival Corp’s 2019 Sustainability Report addresses and states what has been achieved and short-term goals the company 
has in social, environmental, and governance. 

1 

IMPACT ON STAKEHOLDERS

Carnival: Forces rapid ambitious 
company growth 

Employee:  New Training, Alterations 
in Actions   

Customers: Increase in Ticket Price, 
Decrease in Entertainment Expansion 

Local Population: Positive Impact on 
Climate Change 



Thank you! 



Appendix
Our analysis and research



Appendix A: Adverse effects of  LNG
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The International Council on Clean Transportation “The climate implications of using LNG as a marine fuel” 

Life-cycle Greenhouse 
gas emissions for cruise 
ships, 100 year global 
warming potential

Life-cycle Greenhouse 
gas emissions for cruise 
ships, 20 year global 
warming potential

Life-cycle 
Greenhouse gas 
emissions for cruise 
ships, 20 year global 
warming potential

Adoption of  LNG 
across cruise ships 



Appendix B: Poor reaction to the pandemic
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CNBC “US lawmakers open probe into coronavirus infections on Carnival cruise ships”    1 Bloomberg “Carnival Executives Knew They Had a Virus Problem, But Kept the Party Going

“According to the CDC, half of the cruise lines that had norovirus outbreaks in
2019 were Carnival Corporation owned ships.”

“In fact, it seems as though Carnival Corporation and its portfolio of  nine cruise 
lines, which represents 109 cruise ships, is still trying to sell this cruise line fantasy 
and ignoring the public health threat posed by coronavirus to potential future 
passengers and crew.”

Letter from US Committee on Transportation and 
Infrastructure, May 2020

1 



Appendix C: Working conditions at sea
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Business Insider “17 hours a day, 7 days a week: Cruise-ship workers reveal the grueling conditions they face on the job”

“Carnival Corp. CEO Donald said in a February interview with Business 
Insider that he didn't believe crew members were treated with less respect 
than staff  members and officers, saying the working conditions on 
Carnival ships are "excellent." If  crew members were subject to worse 
treatment, their displeasure would become clear to passengers, he said. 
When asked if  some crew members might feel pressure to pretend they 
are happy because they cannot afford to lose their job, Donald said that 
would be impossible to sustain for the length of  a contract.”

“The hostess who is from Colombia said she worked seven days per 
week while making around $1,000 per month. She said her job 
required her to always appear happy to guests, which she 
sometimes found exhausting. Last Christmas, she became homesick, 
retreated to a pantry, and started crying. Her boss found her and asked 
why she wasn't smiling.”

Cruise company median annual earnings, 2018 Divide between corporate and onboard employees



After implementation, research shows that 
cruise ships will likely only save 5% on fuel costs, 
with the implementation of the battery system. 
The visual used in our presentation represents 
5% of 100%. 

Certain measure can be taken to maximize 
savings. The best method outlined in the study 
showed that relying on 100% of electric power 
for long durations would help increase savings.

COST SAVINGS POTENTIAL TIME TO ROI

Appendix D: Technological Factors
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PAYBACK TIME UNCERTAINTY CAPEX PROJECTIONS
The EMSA research study defines payback time 
uncertainly as the uncertainly and variability 
around the number of years until the 
investment reaches a break-even point.

For cruise ships specifically, their research 
shows that the payback time (in years), is 
“Highly Variable”. In contrast, other payback 
times for ships including ferries, supply vessels, 
fishing vessels, and shuttle tankers, are around 
4 years, on average.

The investment costs for the battery system is 
extremely high, relative to other costs that the 
company may be considering. 

Outside research points towards relativity in 
cost as a key driver of the barriers to change. 
Relative to the average cruise company costs, a 
battery system upgrade will cost more than 
other upgrades for any one ship, thus leading 
to a reduction is pursuit.

The study outlines that cruise ships need to 
wait several years beyond what other vessels 
need, to see a potential return on investment, 
due to the high expenditures of energy for the 
commercial entertainment ship.

Unlike other vessels, the difference is portrayed 
in terms of energy consumption and fuel 
usage, which appears to be much higher for 
cruise ships compared to other vessels.

See: European Maritime Safety Agency “Study on Electrical Energy Storage For Ships”

TECHNOLOGICAL
Environmentally beneficial technologies like the 
ion battery system can reduce emissions by 95%. 
However, these factors act as a barrier to 
change.

Payback Time 
Uncertainty

CAPEX
Projections

Cost Savings
Potential

Time to
ROI

This appendix slide will help define and explain 
the origins and research behind each of these 
four factors.

Research and analysis was derived from the 
European Maritime Safety Agency’s “Study on 
Electrical Energy Storage For Ships”



Appendix E: Environmental Risk Analysis
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Risk of Future Environmental Violations
In our analysis, we determined that two key factors in 
determining future environmental violations by a 
company are their current efforts in reducing pollution, 
and their historical performance in abiding by legal 
regulation.

These factors together help paint a picture of potential 
future offenses. Although not an “end-all-be-all” 
analysis, this type of comparative analysis is useful in 
easily visualizing how a company’s performance differs 
from their competitors.

The Pollution Reduction Score is a value derived from 
two key performance indicators: air pollution reduction 
and water pollution reduction. 

The weighted score is measured based on the number 
of ships each company  owns, and whether they are 
outfitted with the most environmentally friendly battery 
storage system (air) and waste treatment system 
(water).

Company
Waste 

Treatment Air Pollution
Pollution 
Weight

Number of 
Violations

Violations Since 
2000

Carnival 
Corporation 3.714285 2.142857 0.244047 14 $ 82,168,491

Royal Caribbean Int 7 1.5 0.354166 4 $ 21,921,666.00 
Norwegian Cruise 
Line Hld 7.333333 1.333333 0.36111111 10 $ 21,739,587.00 

1   Based loosely on Friend of the Earth’s Cruise Ship Report Card
2    Good Jobs First’s Violation Tracker



Appendix F: A Positive Light
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STRENGTHS

Current Market Leader

Historical Financial Strength

Strong Brand Recognition

OPPORTUNITIES

Natural Inflection Point

Investments in Technologies

Health & Safety

Environmental Investments

ANALYSIS OF 
STRENGHTS

Based on research conducted by 
the team, and through 
interpretation and analysis of the 
case materials, we determined 
these three strengths were at the 
forefront of Carnival Corporation’s 
business.

As the current market leader in 
this industry, they hold significant 
power over setting the standards 
and molding the industry to their 
desires. 

Their historical financial strength 
allows them to leverage their 
capital in pursuit of opportunities, 
mentioned on the right.

Finally, their brand is known world-
wide, allowing for a smooth 
transition to other opportunities, 
where they see fit. The 
environmentally friendly initiatives 
we proposed will be a good start to 
begin repurposing their brand. 

ANALYSIS OF 
OPPORTUNITIES

Given the current COVID-19 
pandemic, the curtains have lifted 
from this industry. Since the 
COVID-19 outbreak on Carnival’s 
cruise ships, a keen eye has been 
peeling back the layers of this 
industry, putting pressure on the 
industry to change. 

We believe investments into areas 
of technology, health & safety, and 
environmental initiatives, will help 
revitalize the brand and paint a 
picture for good.

Each of these opportunities have 
varying lengths of time. 
Investments into technology is a 
long-term goal, whereas health & 
safety improvements are a short-
term goal. 

Environmental investments will 
also be perceived by a case-by-
case basis.



Appendix G: A Grim Future
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WEAKNESSES

Lack of Corporate Mission

Weak Corporate Guidance

Unaccepting of Change

Inflexible Business Model

Unfavorable Legal Standing

Criminal Violation History

Weak CSR Initiatives

Lack of CSR Goals

THREATS

COVID-19 No-Sail Policies

Criminal Violation Fines

Competitive CSR Response

Regulatory and Policy Shifts

Revisions of Maritime Law

Curtain of Secrecy has Lifted

Major Approval Decline

Laggard in Reform

ANALYSIS OF 
THREATS

On-going COVID-19 issues, 
including the prior no-sail policy, 
questions even the short-term 
recovery that Carnival was hoping 
for. With the new Biden 
administration, tensions are likely 
to be placed again, without the 
support of heavy lobbying.

Competition plays a large role in 
determining the financial and 
cultural health of Carnival. We saw 
that Disney is using this tide to 
change their operations. It is highly 
uncertain whether Carnival will be 
able to sustain their previous 
competitive advantage with the 
onset of competitors who are 
willing to pivot their operations.

With maritime laws being the least 
strict in present day, it is 
impossible for loopholes to get 
bigger. Instead, the only probable 
trend is for regulation to tighten, 
given the current geo-political 
landscape.

ANALYSIS OF 
WEAKNESSES

Our presentation touches upon 
the mishaps of Carnival 
Corporation throughout the past 
several years. We outline these 
weaknesses here.

It is no surprise that factors such as 
a weak corporate mission and lack 
of guidance helped result in the 
several catastrophes on-board and 
off-board Carnival cruise ships. 

These weaknesses all point 
towards the fact that the tides are 
shifting, and previous historical 
strengths cannot outweigh the 
weaknesses that the company 
exhibits. A lack of CSR 
commitment and heavy criminal 
violation history also stains the 
company from a public 
perspective. Brand deterioration is 
plausible and likely looming.

The pandemic allowed for a 
natural inflection point, but our 
team’s research points towards the 
fact that Carnival will fail to change 
with the times.
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352 The Motley Fool: Can Carnival Bounce Back in 2021?
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“S&P Global Ratings on June 23 downgraded Carnival Corp. 
& PLC's issuer credit rating to BB- from BBB- to reflect its 
expectation that the cruise company's credit measures will 
remain "very weak" through at least 2021.
The rating agency also downgraded the cruise ship 
operator's issue-level rating on its secured notes to BB+ 
from BBB- and its issue-level rating on the company's 
unsecured debt to BB-from BBB-. The company remains 
on CreditWatch with negative implications.
Ratings said Carnival's adjusted leverage could exceed 10x 
in 2021 due to the pause in sailings. The company 
booked an adjusted loss of $2.38 billion for the second 
quarter of 2020, and Ratings expects full-year EBITDA to be 
50%-60% below 2019 levels.
Carnival may generate sufficient EBITDA to reduce its 
adjusted leverage below 6x in 2022 if demand begins to 
recover and net yields improve closer to 2019 levels, 
Ratings said.”

- S&P Global Market Intelligence1

1 S&P Global Market Intelligence: S&P downgrades cruise operator Carnival to BB-
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Demand Outlook

Positive Spin:
“According to Cruise Lines International 
Association (CLIA), the leading trade organization 
for the industry. It found that 73% of cruisers say 
they are "likely to cruise" in the next few years, 
and 50% say they will cruise within the year.”1

“Our data shows that cruisers are eager to cruise 
again and are willing to follow stringent public 
health measures in order to return to sailing," 
Golin-Blaugrund said, noting 90% of cruisers 
polled said they would wear a mask.”1

Negative Spin:
“While cruising fanatics are eager to return, the 
expansion of the industry in recent years has 
depended on attracting new cruisers. A 2016 study 
by Allianz Global Network showed that two-thirds 
of Americans have never even been on a 
cruise.”2

“Linda Allen-Spear, a travel specialist and founder 
of Cruises by Linda, says it’s not looking good. 
“We have no new cruisers," Allen-Spear told me 
earlier this fall. "[Zero] new bookings. Practically 
no calls. Only existing clients.” Ben Cordwell, an 
analyst specializing in travel at GlobalData, adds 
that it’s important to remember that “bookings” 
for next year aren’t entirely new, either, with many 
representing voucher rebookings from canceled 
2020 sailings.”2

Fees and Fines/Legal Troubles

Positive Spin:
“In an effort to change its culture, Carnival Corp.’s 
recently hired a chief ethics and compliance officer, 
Pete Anderson, who created an the action plan to 
address the issues outlined in the culture survey 
referenced by the court monitor. Implementing that 
plan will take 18 to 24 months, he said. In December, 
Anderson’s team presented to the court all of the things 
it has done so far to address pollution, including 
expanding the team charged with investigating 
violations from four to eight, the budget for the 
company’s compliance office from $27 million to $47 
million, and the compliance staff in Miami from 29 
employees to 55.”3

Negative Spin:
“U.S. District Judge Patricia Seitz said she is frustrated 
that the company has not presented goals to measure 
improvements in the number of violations per 
quarter, adding that each of the violations cited by the 
court-appointed monitor could be grounds for the 
court to revoke the company’s probation and even re-
sentence the company. She asked the executives to 
stop qualifying the data about environmental violations 
by saying that the amount of pollution is a fraction of its 
overall operation.”3

“The key to reducing environmental violations, said Seitz, 
is to change the company’s culture. A survey 
conducted by an outside expert hired by the court and 
delivered to the company in August found a pervasive 
lack of trust between workers, supervisors and 
managers, resulting in a perception that the company 
blames employees who make mistakes instead of 
determining the root cause of a violation.”3

Safety/Health Troubles

Positive Spin:
“A Vancouver-based company, TraceSafe, is working 
with cruise lines to develop onboard contact tracing 
systems that could help the industry return to 
operations. “Our technology is very adaptable,” Lloyd 
said. “When changes to the CDC guidelines come out, 
that can be quite catastrophic. With our framework, 
we’re quite flexible and can quickly and agilely adapt 
and meet those requirements. We’re fine with 
whatever the CDC decides, as our product will adapt 
and make sure it works flawlessly.”4

Negative Spin:
“Although cruising has many obvious pleasures, 
potential health hazards are also a risk with cruise ship 
travel. Crew members and fellow travelers often come 
from countries where these diseases are more 
common than in the United States and where 
vaccination is not routine. Respiratory diseases are also 
common on cruise ships.”5

“Small luxury operators have tried strict testing 
requirements and capacity limits, but onboard 
outbreaks persist… The recent outbreaks suggest that 
it will be nearly impossible to prevent the spread of 
infections in the short term without extreme 
measures that would drastically increase costs and 
reduce the entertainment value of a cruise.”
“The more the industry learns about the virus, the clearer 
it becomes that an arsenal of expensive 
precautions are needed. Many of the smaller ships that 
sailed through the summer and fall imposed a series of 
new protocols such as requiring preboarding Covid 
tests, daily temperature checks and sharply reduced 
passenger loads.”

1 USA Today: 'Pent-up demand': With bookings strong for late 2021, many cruisers are ready to sail
2 Conde Nast Traveler: How Can Cruise Lines Attract New Cruisers in 2021?

3 The Miami Herald: Federal judge frustrated over Carnival’s continued pollution while on probation
4:Travel Pulse: Tech Company Developing Contact-Tracing Wearable Devices for Cruise Ships

https://www.cntraveler.com/stories/2016-02-24/americans-wont-board-cruise-ships-for-one-big-reason
https://www.miamiherald.com/news/business/tourism-cruises/article238043299.html
https://www.miamiherald.com/news/business/tourism-cruises/article238541118.html
https://www.tracesafe.io/
https://www.travelpulse.com/trending/reopening-plans
https://www.travelpulse.com/news/cruise/travel-industry-hails-cdc-cruise-framework-as-positive-first-step.html
https://www.wsj.com/articles/royal-caribbean-norwegian-outline-to-cdc-how-they-plan-to-cruise-safely-11600682405?mod=article_inline


“…Organizations proposed the 
formation of a new International 
Maritime Research and 
Development Board (IMRB)… IMRB 
is a crucial vehicle for driving the 
progress needed to build a zero-
carbon shipping industry… the 
organization said it was the best 
opportunity to coordinate and 
accelerate the R&D needed to 
meet the IMO’s 2050 emissions 
targets.”
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Appendix J1 – Industry Call for $5B R&D



Appendix J2 - R&D Investment Pays Off  in 
Oil and Gas 
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Appendix L – Big plans for fun but not the 
environment 
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Appendix N – Employee's experience to COVID 
response
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