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Introduction 

Royal Caribbean Cruises Ltd. (RCL) is a global cruise company headquartered in Miami, 

Florida. They operate through their four main cruise brands: Royal Caribbean International, 

Celebrity Cruise Line, Azamara Club 

Cruises, and Silversea Cruises. RCL offers 

itineraries to over 1,000 destinations in all 

seven continents. RCL operates through 

brands which primarily serve the 

contemporary, premium, and deluxe 

segments of the cruise vacation industry, 

which also includes the budget and luxury 

segments.  

 

Royal Caribbean International: Royal Caribbean International operates 25 ships. This cruise 

line offers a more casual setting targeting couples and families. Royal Caribbean International 

sails to a wide variety of destinations across the world including; Alaska, Asia, Australia, 

Bahamas, Bermuda, Canada, the Caribbean, Europe, the Panama Canal, and New Zealand. 

Cruise lengths to these destinations vary from two to 23 nights.  

Celebrity Cruise Line: Celebrity Cruises operates 13 ships, and is part of the premium cruise 

industry, targeting higher-end consumers by offering modern and luxurious cruise experience 

from premium accommodation to fine dining. It offers destinations from Alaska, Asia, Australia, 

Bermuda, Canada, the Caribbean, Europe, the Galapagos Islands, Hawaii, India, New Zealand, 

the Panama Canal and South America, with cruise lengths vary from two to 19 nights.  

 

Azamara Club Cruises: Azamara Club Cruises operates three ships, serving North American, 

United Kingdom and Australian up-markets. The segment offers exotic itineraries and premium 

services providing distinct travel experiences at each destination including Asia, Australia/New 

Zealand, Northern and Western Europe, the Mediterranean, Cuba and South America with cruise 

lengths ranging from four to 21 nights. 

 

Silversea Cruises: Silversea Cruises is an acquisition of Silversea Cruise Holding Ltd., operates 

nine ships. It functions as ultra- luxury and expedition cruise line offering premium and 

personalized service, and exotic itineraries, mainly visiting remote destinations including 

Galapagos Islands, Antarctica and the Arctic, with cruise lengths vary from six to 25 nights. 

 

Ticker: RCL 

Current Price: $121.16 

Stock Exchange: NYSE 
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Recommendation   

We issue a BUY recommendation on Royal Caribbean Cruises Ltd with a target price of 

$157.61, which is a 30% upside of the April 26, 2019 closing price of $121.16. The upside is a 

result of RCL focusing on innovation to provide a safe and unique cruise experience for their 

guests.  

Investment Thesis 

RCL has been seeing an increase in cruise guests for 

the past six years. We expect them to continue to see an 

increase in cruise guests as they continue to expand 

their fleets. RCL’s cruise guests are growing at an 

average rate of 7%.  

 

Releasing new ships: In 2018 Royal Caribbean International released the world's largest cruise 

ship, Symphony of the Seas. Symphony of the Seas is 1,184 feet long and can hold 6,680 

passengers and 2,200 crew members. The ship has 18 pools and hot tubs, and 64 restaurants and 

bars. This ship will sail to the Eastern and Western Caribbean. In 2019 they will be releasing 

Spectrum of the Seas, which will sail throughout Eastern Asia. The debut of Spectrum of the 

Seas is in June of 2019. The ships homeport will be in Shanghai, China. RCL also released that 

they will be working on a ship that will be even bigger than the Symphony of the Seas. The new 

ship will debut in 2023. Celebrity Cruises also released new ships in 2018 and 2019. The 

Celebrity Edge, which sails throughout The Caribbean and Europe was released in 2018. The 

Celebrity Flora which will do limited trips to the Galapagos Islands will debut in June of 2019. 

Celebrity Cruises also plans to debut the Celebrity Beyond in the spring of 2020. 

On board Innovations and Expansions: RCL focuses on continuous improvements on their 

ships through modernization projects as consumers interest change. They introduced the Royal 

Promenade which consists of shops, restaurants, and entertainment venues. On their new 

Symphony of the Seas they offer two level suites with an interior balcony. Recently RCL has put 

a large focus on upgrading their celebrity cruise lines. Their new ship the Celebrity Edge is the 

first of their new ships that will offer the magic carpet. The magic carpet is a floating platform 

that is as high as 13 stories above sea level. It has a full bar, dining venue, and room for live 

music. The Celebrity Cruises is also offering rooms with a Veranda. A passenger pushes a button 

to open curtains in their room and a Veranda is built into the room. The biggest upgrade that 

RCL made was implemented on Royal Caribbean International and Celebrity Cruises fleets. 

Theses modernization products are called Royal Amplified and Celebrity Revolution.  
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Royal Amplified: Royal Amplified includes transformations on 

the Royal Caribbean International Ships Navigator of the Seas, 

Mariner of the Seas and Independence of the Seas. Theses 

transformations include a bungee pad sky trampoline, the largest 

at sea water slide, laser tag, arcade games, and more. Royal 

Caribbean International’s slogan for Royal Amplified is “the 

future of adventure is here.” It is RCL's goal to expand Royal 

Amplified to 10 more ships by 2020.   

 

 

 

Celebrity Revolution: Celebrity Revolution focuses on 

revolutionizing the Celebrity Cruises fleet offering new 

retreat lounges and sky decks. The revolution also 

includes new restaurants and boutiques with more 

designer brand clothing. They are working with over 500 

engineers, designers, and architects to continue 

expanding Celebrity Cruises striving to make them to most luxuries' cruise fleet in the world.  

 

Private Islands: RCL owns two private islands which can be used as ports for certain trip 

itineraries. The first private Island is CocoCay. This island is in the Bahamas. The Debut trip to 

CocoCay will be in May of 2019. The island of CocoCay offers something for the entire family 

including, swimming pools, waterslides, ziplines, hot air balloon rides, and over the water 

cabanas. The second private island they own is Labadee which is located on the north coast of 

Haiti.  

 

Diversity 

RCL operates in different regions. The US is 

their largest region at 47% followed by Asia and 

Europe both at 25%. Aside from their four main 

cruise brands RCL has a 50/50 partnership with 

TUI Cruises, which is a German cruise 

company. They also own 49% of Pullmantur 

Holdings which operates in the Spanish and 

Latin American cruise markets.  

Past Recession Performance 

During the past recession RCL performed well. The cruise line industry can typically with stand 

a recession. This is because a cruise is cheaper than most standard vacations. Many people save 

for a vacation but during a recession or economic slowdown they may need to take some money 

from their vacation savings. A cruise is a good vacation option for those needed to take from 
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their savings. During the 2008 financial crisis 

RCL’s gross profit continued to grow. From 2008 

to 2009 RCL’s gross profit increase by 33%. The 

graph below shows RCL’s gross profit performance 

during the 2008 crisis.  

Valuation 

Two models where used while valuing RCL. The 

discounted cash flow model (DCF) was the first 

model used. We used a 10-year DCF with a growth rate of 14%, a terminal growth rate of 4%, 

and a discount rate of 12%. The DCF model gave us a one-year target price of $164.19, a 35% 

upside from the closing price on April 26 of $121.16. The second model used was the 

EV/EBITDA multiples model. This model gave us a target price of $147.75, a 22% upside from 

the closing price on April 26. The valuation methods were split 60/40 favoring the DCF model. 

This resulted in a target price of $157.61, a 30% upside from the closing price of $121.16 on 

April 26, 2019.  

Risks 

 

Fluctuations in foreign currency exchange rates, fuel prices and interest rates: (Impact: 

Moderate/Probability: Moderate) RCL is exposed to market risk regarding changes in foreign 

currency exchange rates, fuel prices and interest rates. Significant changes in any of the above 

could impact on their financial results. Moreover, any significant increase in fuel prices could 

materially and adversely affect our business as fuel prices not only impact our fuel costs, but also 

other expenses, like crew travel, freight and commodity prices. Earnings from foreign market is 

adversely impacted by a strong United States dollar. Also, a significant increase in interest rates 

could substantially affect long-term debt obligations which also includes the future interest 

payments.  
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Availability of ports: (Impact: Moderate/Probability: Moderate) Port destinations are one of the 

factors affecting guests; selection for a cruise. The availability of the port and destinations is 

affected by capacity constraints, safety and environmental concerns, geopolitical developments, 

local government ruling and local community concerns regarding port development and 

overcrowding of tourists. Besides, certain areas of ports and destinations have raised the idea of 

anti-tourism, which results in the local government allocating a quota for cruise ships that can 

dock daily and passengers on the cruise ship. For instance, in 2019 the local government of 

Dubrovnik, Croatia limited the number of cruise ships that can dock each day to two and the 

number of corresponding passengers to 5000. Potential restrictions include Barcelona, Venice, 

Amsterdam and the Norwegian fjords. 

Reliance on shipyards: (Impact: High/Probability: Low) RCL depends on shipyards to construct, 

repair, maintain and upgrade their existing ships in a cost-effective manner. With limited 

shipyards having the capabilities and capacity in the shipyard industry, it could potentially affect 

their ability to build new ships as planned, fulfil ship orders and result in higher bargaining 

power for shipyards. In addition, risk while working on the ships include price of labour and 

commodities used in the process. Shipyards may face financial, technical or design issues which 

could result in delayed ship orders, or even cancellation of cruise. 

Adverse publicity: (Impact: Moderate to High /Probability: Low) The operation of cruise ships, 

ports, and destinations involves risk of accidents, illnesses, and technical issues. Incidents as 

above are likely to have unfavourable publicity which affects the demand to such destinations 

and itineraries. The expansion of social media and digital marketing will compound the adverse 

effect. In cases of weather or natural disruptions, itineraries of cruise ships, port facilities and 

destinations are often altered and occasionally cancelled, which lowers the demand to such 

places. 

Consumer confidence: (Impact: Low to Moderate /Probability: Low) The demand for cruises 

does depend on how consumer think the state of economy will be. Thus, consumers have 

tendency to look for value in leisure activities. With this, consumers also plan leisure activities 

months in advance, including setting aside fund for their vacation. With that, consumers do take 

into considerations of the market or environment they will be visiting. 

Management 

Richard D. Fain: Richard Fain serves as the chairman and Chief Executive Officer (CEO) of 

Royal Caribbean Cruises Ltd. He has served as CEO since 1988. Fain has worked in the industry 

for over 40 years holding prominent positions such as the chairman of Cruise Lines International 

Association (CLIA). Fain’s base salary is just over $5 million. He is also compensated with over 

$7 million in stock awards.  

Jason T Liberty:  Jason Liberty has worked for RCL since 2005 and has served as Chief 

Financial Officer (CFO) since May of 2013. Aside from his CFO functions Liberty is also 

responsible for RCL's information technology, supply chain and risk management.  
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Martha Poulter: Martha Poulter is the Chief Information Officer (CIO) and Senior Vice 

President at RCL. Aside from her duties as CIO and Senior VP she is on the board for 

FirstGroup and Norwalk Community College Foundation, Inc. Poulter is also a member of the 

GE Women’s network. In the past Poulter was CIO of GE Capital Solutions and Starwood 

Hotels and Resorts Worldwide LLC.  

Stock Chart of Past Year Performance 

The five-year stock chart for RCL is below. RCL has been slightly outperforming the S&P 500. 

 

 

Peer Analysis 

RCL’s main competitors are Carnival Corporation (CCL) and Norwegian Cruise Line Holdings 

Ltd. (NCLH). CCL is the largest cruise line in the world followed closely by RCL. However, 

RCL is growing at a faster rate than CCL. When comparing their P/E ratios RCL’s is higher. 

RCL’s number of guests has been increasing at an average rate 7% over the past 5 years. CCL’s 

number of guests is only increasing by an average of 4%.  

Name Ticker Market 

Cap 

P/E 

Ratio 

EBITDA Enterprise 

Value 

 

Sales 

Revenue 

Royal 

Caribbean 

Cruises 

RCL 25.35 14.28 2.97 36.33 9.49 

Carnival 

Corporation 

CCL 37.61 12.37 5.38 48.15 19.32 

Norwegian 

Cruise Line 

Holdings 

Ltd. 

NCLH 12.34 13.43 1.79 18.8 6.06 

        (Billions) 
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Ownership of Shares 

Insider vs Institutional/Mutual Funds  

 

 

 

Top 5 Shareholders 

Institutional Holdings          Insider Holdings 

Holder # of Shares  Holder # of Shares  

Vanguard Group 

Inc 

17,803,216 Wilhelsem, Arne 

Alexander 

25,144,848 

Osiris Holdings 

Inc.  

11,277,680 Fain, Richard D 1,125,745 

BlackRock Inc 10,873,450 Pritzker, Thomas J 815,864 

Primecap 

Management Co 

9,598,511 Goldstein, Adam M 154,053 

State Street Corp 7,080,928 Bayley, Michael W 62,018 

 

 


