
Carnival Corp. (NYSE: CCL)
Consumer Discretionary Sector

Leading Analyst: Brad Smith

Sector Head: Emily Milone

Current Price:

$--

Target Price:

$--

Upside:

--%

BUY:

CCL

Current Price:

$11.45

Target Price:

$14.86

Upside:

30%

1



Agenda

Company Overview

Industry Overview

Investment Thesis

Valuation

Investment Risks

Stock Price Analysis

2



Company Overview
Company Description Revenue Breakdown

Post-Pandemic Recovery 

Leading provider of  year-round cruises in the Bahamas, the 

Caribbean, Mexico, and other destinations

The cruise line targets young adults due to its affordable 

pricing, but also serves many families and individuals

The company has 9 total brands with the world’s largest fleet 

of  over 90 ships visiting over 700 ports worldwide

North America
& Australia

Europe & Asia

Tour & Other

Cruise Support

$12 bn
2022

$21 bn
2023

Carnival’s total revenues in 2023 is expected to increase 

over 75% YOY, in large part due to the company’s post-

pandemic recovery metrics 

Key Information

Current Share Price                                               $11.45

52 Week Range                                          $7.53 – $19.55                                            

Market Cap.                                                        $14.76 B

Enterprise Value                                                 $44.74 B

Founded                                                                    1972

IPO                                                                    July 1987
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Industry Overview
Industry Description Competitors

Fastest-Growing Sectors of  Tourism Emerging Trends

1

2

3

A majority of  passenger volume remains in North 

America and the Caribbean remains the top 

destination for cruise travelers

Experiencing extreme pent-up demand since the 

pandemic, and expecting to continue its road to 

recovery

Record Bookings

Future bookings hit record volumes in the first three quarters, 
and reported demand rebounding from the pandemic

Existing & New Customer Loyalty

Many cruise-goers from pre-pandemic are booking again, and 
cruises are attracting first-time travelers now more than ever

Younger Generations are the Future of  Cruise

88% of  Millennials and 86% of  Gen-X travelers who have 
cruised before say they plan to cruise again

The cruise line industry is part of  the broader travel 

and tourism industry, focused primary on providing 

sea-based vacation experiences

7.9
8.8

9.7
11.1

12.5
13.8

14.8 15.6

2022 2023F 2024F 2025F 2026F 2027F 2028F 2029F

Global Cruise Market (USD $B) 
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Why Buy Now? 
 CCL Stock Since 2020:

0
10
20
30
40
50
60

Breakout of  COVID- 

Shares Plummet
Shortly before the closing of  the 

world economy, Carnival’s shares 

took their steepest fall in history 

since there was no demand for 

cruise vacations and were forced 

to take on debt to stay in business

Stock Price Begins 

Recovery with 

Increasing Demand
With the ending of  the pandemic 

and restrictions, people began to 

cruise and travel again which was 

reflected with an increase in the 

share price

Recent Pullback
In the last several months, 

Carnival’s stock price has fallen 

due to macro concerns in the 

larger economy, which creates a 

buying opportunity now since 

there is much more recovery 

ahead and high growth prospects
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Investment Thesis

Financial Position
 

Carnival’s ability to return to full 

operations have allowed its balance 

sheet to recover as it returns to 

profitability and pays down its debt

Forward Looking Strategy
Carnival has become a leading 

brand in the industry as they look to 

cut costs from a new fuel-efficient 

fleet, break into new markets, and 

update existing itineraries to 

diversify their offerings

Change in Consumer 

Demands
Pent-up demand in the cruise 

industry has been evident in record 

bookings, onboard spending, and 

overall stronger customer sentiment 

as Carnival’s value proposition 

shines through
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Financial Position
Deleveraging Plan Return to Profitability

Operating FCF Generation Quarterly Revenue Growth

August 2023- Carnival took part in a refinancing transaction 

resulting in the retirement of  $1.2 billion of  the company’s highest 

cost debt

This is another step forward in the company’s deleveraging journey, 

and gives investors further confidence in the business and its cash 

flow generation

This builds to the $1.4 billion already paid this year, and now expect 

year end debt balance to be less than $32 billion, an improvement 

from the June guidance of  an expected $33 billion

After three 

and half  years, 

the company 

saw its first 

quarterly profit 

in Q3 2023

Carnival 

earned $1.07 

billion in 

profit, which 

put EPS at 

$0.79

Profitability is 

expected to 

continue to 

improve with 

record 

bookings in 

2024 
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Forward Looking Strategy
Cost Cutting Through New Fleet Reaching a New/Younger Market

New Itineraries 

1

2

3

The company is expected to generate more than 

$150 million in annual fuel cost savings

These initiatives will be beneficial in helping mitigate 

rising fuel costs 

Carnival’s upgrade to a fuel-efficient fleet is expected to 

achieve an average of  5-10% fuel savings per ship

Carnival is offering both shorter and longer cruise itineraries 

to meet the needs of  both first-time and repeat cruisers

Carnival is offering longer cruises with more variety for travelers 

while still letting them experience the new and exciting port 

destinations

In addition to Half  Moon Cay, Carnival is expecting to finish 

work on a new private island exclusively for Carnival cruisers, 

called Celebration Key in 2025

72%

74%

76%

78%

80%

82%

84%

86%

88%

90%

Traditionalists Baby Boomers Gen-X Millennials

% of  Cruise Passengers Who Plan to Cruise Again

Accelerated International Growth

Carnival is seeing strong growth in 

its European brands with 

occupancy accelerating

In addition to North America, 

Carnival is also seeing spikes in 

bookings in Australia, which has 

been the largest laggard 
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Change in Consumer Demands
Record Bookings Customer Deposits

Onboard Spending Resilient Consumers

2015 2028

Cruise 

industry saw a 

record 23.3 

million 

passengers

Global cruise 

capacity 

expected to be 

around 40 

million 

2023

Year-end 

figures 

expected to 

surpass 2019 

record levels 

at 31.5 million

Carnival 

collected record 

deposits from 

customers in 

both Q1 & Q2

Carnival has 

decided to 

increase ticket 

prices given 

strong demand

Even given 

recent economic 

turmoil, cruisers 

show no signs 

of  slowing 

down 

“We continue to be encouraged with our 

revenue trajectory heading into 2024 as 

we see no signs of  slowing from our 

consumers ” – CEO Josh Weinstein

• In the most recent quarter, onboard spending was 
“once again off  the charts” despite rising costs 
with inflation 

• Guests have pre-booked about 40% of  their 
onboard purchases, an 11 percentage point 
increase from 2019

• Strength in onboard spend look to be persisting, 
which should aid net per diem growth into 2024

Booking volumes so far in 2023 were 17 percent higher 

than 2019 levels with North America and Europe segments 

seeing double-digit growth in total bookings 
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Valuation

10

35%

20%

45%

Comps DCF GG DCF MM

Valuation Methodology

Assumptions

Terminal 

Growth Rate

2.50%

Terminal 

Multiple

8.30x

WACC

12.48%

Current Price: 

$11.45

Target Price:

$14.86  

 -  10.00  20.00  30.00  40.00  50.00  60.00  70.00  80.00

25' EV/EBIT

25' EV/EBITDA

P/E

DCF GG

DCF MM

Street

52 Week Range



Risks and Mitigants

11

Improved cash flows enable 

company to perform better than 

expected, paying off  debt faster 

and turning into equity value 

High cost of  fuel will deter 

profitability

A cutback in discretionary 

spending will impact 

Carnival’s bottom line

Carnival’s debt load 

coupled with high rates will 

impact its recovery 

Spending in travel and cruise 

continues to improve amid pent-

up demand, and cruise industry 

is best positioned

Carnival’s switch to a fuel-

efficient fleet will help offset 

rising fuel costs

Risks Mitigants 



Thank you! Questions?

BUY:

CCL

Current Price:

$11.45

Target Price:

$14.86

Upside:

30%
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Appendix Overview
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Appendix A: Balance Sheet
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Appendix B: Income Statement
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Appendix C: Cash Flow Statement
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Appendix D: Revenue Build

17



Appendix E: Net Working Capital
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Appendix F: WACC and Beta
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Appendix G: DCF 1
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Appendix H: DCF 2
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Appendix I: Comps 1
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Appendix J: Comps 2
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Appendix K: Comps 3
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Appendix L: Q3 Earnings Report

25

• “We delivered over $1 billion to the bottom line with revenue reaching an all-

time high, both revenue and earnings significantly exceeded expectations this 

quarter enabling us to take up expectations for the year.”

• “The outperformance was driven by strength in demand, with both our North 

America and Australia segment and Europe segment equally outperforming 

expectations. It is gratifying to see the power of  our portfolio deliver, as our 

continental European brands have stepped up nicely. Our demand generation 

efforts are working across all regions, as we have consistently been achieving 

quarterly net per diems well in excess of  2019 levels, while closing the 

occupancy gap by 11 points over the course of  the year.”

• “I continue to be encouraged with our revenue trajectory heading into next 

year as we see no signs of  slowing from our consumers.”

• U.S. GAAP net income of  $1.07 billion, or $0.79 diluted EPS, and adjusted 

net income of  $1.18 billion, or $0.86 adjusted EPS, exceeded the June 

guidance range

• Third quarter revenues hit an all-time high of  $6.9 billion

• Booking volumes during the third quarter and the month of  September 

continued at significantly elevated levels

• Total customer deposits reached a third quarter record of  $6.3 billion



Appendix M: Fuel Costs

26

• “The company now expects fuel consumption per available 

lower berth day (“ALBD”) for full year 2023 to be nearly 16 

percent lower than 2019, better than previously expected

• Carnival’s integration of  a fuel-efficient fleet will save over 

$150 million per year

• This includes 5-10% of  fuel savings per ship



Appendix N: Debt Payments

27

• Carnival reduced its debt by nearly $4 billion from its peak in 

the first quarter of  2023 and ended the third quarter with $5.7 

billion of  liquidity

• Recent refinancing transaction enables management to update 

2023 year-end debt figure to be over $1 billion less than 

expected in June guidance, at $32 billion from $32 billion (paid 

highest cost debt)

• Consistently paying down debt and converting to equity value 

amid significant increase in cash flow
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