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"GOODS AND PASSENGERS WILL PRIORITIZE AIR" 

 Air cargo will benefit from the congestion of the world's freight transport... 

 ... and also from the increase in sales prices and the urgency to deliver Christmas presents  

 Airlines have suffered from the administrative constraints of Covid-19... 

 ... but they are (finally) starting to benefit from the recovery in world travel 

 

 

 GRAPHIC OF THE WEEK: "Airlines welcome back tourists" 

 

FINANCIAL MARKET ANALYSIS 

This week, we review two subjects for which our analyses have not been entirely satisfactory: air freight 

and airlines. The first sector, after an impressive take-off, has been going through an air pocket since July. 

The latter never took off and seems to be grounded.  

What are the causes? Should we still consider these two themes or, is it better to pack up? 
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1- Air freight 

Since our March and October 2020 analyses (see links), air cargo carriers have benefited from strong 

global demand and pricing power. They have outperformed the market as a whole. However, they 

have given back some of this premium in recent months (see Fig. 2). 

 

Fig. 2 - Prices of the main air cargo securities 

   

The Covid-19 pandemic was a boon. When companies around the world urgently needed spare parts, 

medical equipment or low-tonnage, high-value-added goods, air freight was favoured over sea or road 

transport. As a result, air freight has been used extensively in 2020. 

Then, when the economies reopened, the recovery in production was dynamic and widespread. In 

addition to this exceptional increase in demand, companies had to replenish their stocks, which had been 

depleted during the periods of confinement. As the supply of transport is not very extensible, an 

imbalance was created. The situation has not yet normalized and continues to benefit freight companies 

of all types. Offshore, the two major US ports of Los Angeles and Long Beach, for example, dozens of 

container ships are still waiting to unload their cargoes.  

 

At sea, the situation became even more complex as unforeseen shocks arose, such as the blockage of the 

Suez Canal last March when Evergreen's huge container ship ran aground. As a result of this incident, 

merchant ships were under great pressure to reach their destinations in Europe and America quickly and 

then return to Asia. To make up for some of the delay, many ships chose not to wait until they were fully 

loaded with empty containers before setting sail again. Since that time, Asian ports have been facing a 

shortage of containers. As a result, container prices have become more expensive. 

 

The weather has also been very bad this summer. Some docks have been closed due to typhoon warnings. 

To top it all, for the last few weeks and following the detection of new cases of Covid-19, several Chinese 

ports have been operating at reduced capacity, accentuating the traffic jams off the coast. 
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In this environment, shipping lines are charging extraordinarily high freight rates. The Freightos Baltic 

index, which measures the average price of 40-foot container transport on the world's main trade routes, 

rose from USD 1,481 to USD 10,839 between January 2020 and September 2021 (see Fig. 3). This crisis in 

maritime transport has enabled the stock market prices of companies such as Maersk, Cosco shipping 

and Evergreen to rise sharply (cf. Fig. 4).  

 

Fig. 3 - World Ocean Freight Index Fig. 4 - Prices of major shipowners 

   

 

On the other hand, companies offering airfreight have only partially benefited from this imbalance 

between supply and demand. In recent months, they have underperformed despite increases in air 

freight prices (see Fig. 5). The main reason being that, despite the increase in revenues, their profits 

have been eroded by rising labour costs and oil prices. FedEx, for example, has increased its employees' 

wages by $3 an hour. However, investors may 

underestimate companies’ ability to pass on 

higher costs to end customers, the so-called 

pricing power. As proof of this, FedEx has just 

announced a 5.9% increase in its transport rates 

in 2022, while more cautious DHL and UPS, are 

expected to announce an increase of 4.9% and 

2.8% respectively in the coming weeks. 

 

Over the next three months, companies will opt 

more for air transport than sea transport, 

especially for high value-added products where 

the cost of transport represents a small part of 

the final price, or for seasonal products that 

cannot be sold if delivery is delayed. This is the case for Christmas presents. Since it takes 35 days to 

sail from China to Europe, container ships have to be on their way by mid-October at the latest to deliver 

the products that will be given away during the Christmas season. If this does not happen, only air 
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  Fig. 5 - World air cargo price index 

Source: Bloomberg, Atlantic Financial Group 
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transport will be able to remedy the situation. This issue will be front-page news in the coming weeks, 

as everyone looks forward to a "normal" festive season and many retailers desperately need a good end 

of year to make up for revenues lost to the pandemic. So, companies like FedEx, UPS or Deutsche Post 

will benefit the most from the congestion in freight transport and the urgency of the situation. As 

good news never come alone, they are currently trading at relatively low multiples, between 11x and 

16x earnings for the next 12 months. 

 

Moreover, these companies do not only carry out air freight. They also deliver packages to end 

customers, taking advantage of the lucrative and growing business of home delivery services: logistics 

and last mile delivery. During lockdown periods due to the Covid-19 and the development of 

telecommuting, consumers flocked to e-commerce. They have not changed their habits and are buying 

more and more Online. The dynamic is such that FedEx plans to hire 90,000 people in the run-up to the 

end-of-year holidays to cope with the increase in online orders during this particularly busy period for 

deliveries. 

 

Conclusion:  

The fundamentals of air freight remain as strong as ever: very high demand, disrupted sea traffic, higher 

prices charged to customers, delays in the production and delivery of Christmas presents... The current 

bottlenecks will force US and European importing companies to use air freight over sea freight 

"whatever it takes". The leaders in the sector will be even more successful because they have recently 

pulled-back and look relatively cheap.  

 

 

 

2- Airline companies 

Since our analysis last March (see link), airlines have failed to take advantage of the reopening of the 

economy. Despite the decline in the number of Covid-19 cases worldwide, the lockdown easing and the 

reopening of borders, travellers' cautious attitudes towards the pandemic have persisted and airport 

restrictions have remained very strong. This last point was probably the most important one that slowed 

down air travel. Some countries required a health pass for entry into their territory, others a PCR test 

of less than 48 hours, some even both, while others required the completion of a specific national 

questionnaire, and the last ones simply refused the arrival of travellers from geographical areas at risk. 

Administrative and financial constraints eventually deterred not only business people from travelling, 

but also the summer tourist cohort. 

 

Thus, contrary to our initial analysis, despite the frustration of past confinements and the exceptional 

increase in household savings, the Covid-19 vaccination wave did not lead to a rebound in global 

https://www.atlantic-financial.net/en/news/2021-03-01
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tourism flows. Airlines have not been able to fill their planes as expected, flying them half empty or 

leaving them on the ground. Unsurprisingly, the profitability of airlines was not there.  

Fig. 6 - Relative performance of some airlines 

  

Despite this setback, there are two promising points that should allow the most patient investors to 

profit. Firstly, airline customers have not lost their appetite for travel. The statistics that were 

published in September confirm this. They turned out to be better than expected. European airlines, for 

example, have recorded passenger numbers that are 60% to 70% of the pre-pandemic level. The same 

is true for domestic flights in the US. These ratios are still low but are up sharply from the 15% to 25% 

recorded in the first half of 2021. Secondly, a partial rebound in passenger numbers would be enough 

to generate a significant outperformance of the airline sector (see Chart of the Week). Shares of 

companies such as EasyJet, Southwest Airlines and Delta Air Lines tend to rise as the market corrects 

(see Fig. 6). Travel and tourism stocks, including hotel parks, resorts and other tourism services, are also 

up sharply. However, as the stock market losses since the start of the pandemic have been smaller, the 

catch-up effect is likely to be less marked than for the airline sector alone.  

 

Conclusion: 

While airline earnings could surprise in a very positive way over the next few quarters, the rebound that 

began a few weeks ago should continue. They will not return to pre-crisis earnings’ level, but the 

rebound will be dramatic enough to attract capital flows. Investors who were interested in this theme 

six months ago will soon be rewarded, and those who were hesitant probably have no time to 

procrastinate. 
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RETURN ON FINANCIAL ASSETS 

 

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2021

Year-to-Date (%)
2020 (%) 2019 (%)

Equities
World (MSCI) 712.4         35.07 -2.4% -4.0% 11.9% 16.9% 27.3%
USA (S&P 500) 4 357          41.86 -2.2% -3.6% 17.2% 18.4% 31.5%
USA (Dow Jones) 34 326       45.02 -1.4% -2.7% 13.7% 9.7% 25.3%
USA (Nasdaq) 14 567       38.74 -3.2% -4.8% 13.6% 45.1% 36.7%
Euro Area (DJ EuroStoxx) 450.2         37.15 -2.7% -4.4% 16.1% 0.8% 27.3%
UK (FTSE 100) 7 017          46.46 -0.3% -1.4% 12.1% -11.4% 17.2%
Switzerland (SMI) 11 569       32.55 -2.0% -6.8% 11.2% 4.3% 30.2%
Japan (Nikkei) 28 445       41.46 -4.4% 1.7% 6.3% 18.3% 20.7%

Emerging (MSCI) 1 247          35.75 -1.4% -4.7% -1.7% 18.8% 18.8%
Brasil (IBOVESPA) 112 900     45.61 -0.3% -5.4% -5.1% 2.9% 31.6%
Russia (MOEX) 4 113          59.82 1.0% 3.0% 29.4% 14.8% 38.4%
India (SENSEX) 59 267       56.86 -2.1% 2.5% 24.1% 17.2% 15.7%
China (CSI) 4 866          47.72 0.3% 1.3% -5.0% 29.9% 39.2%

Communication Serv. (MSCI World) 113.59       38.74 -2.0% -5.3% 13.8% 24.2% 25.1%
Consumer Discret. (MSCI World) 388.3         35.52 -2.6% -3.7% 3.1% 37.0% 28.2%
Consumer Staples (MSCI World) 270.0         26.65 -2.3% -4.4% 2.8% 8.8% 22.4%
Energy (MSCI World) 188.5         70.38 4.3% 11.4% 35.5% -27.7% 13.9%
Financials (MSCI World) 147.4         49.63 -0.3% -1.1% 21.8% -3.1% 24.1%
Health Care (MSCI World) 346.1         27.86 -3.4% -5.5% 10.3% 15.4% 23.3%
Industrials (MSCI World) 316.0         29.93 -3.0% -4.7% 10.6% 11.8% 27.2%
Info. Tech. (MSCI World) 514.8         35.39 -4.3% -5.2% 14.1% 46.2% 47.5%
Materials (MSCI World) 341.9         27.35 -1.9% -6.7% 7.6% 21.6% 20.8%
Real Estate (MSCI World) 217.6         32.50 -1.4% -5.9% 13.8% -5.7% 24.0%
Utilities (MSCI World) 149.1         27.71 -1.9% -7.0% 1.0% 4.8% 22.3%

Bonds (FTSE)
USA (7-10 Yr) 1.48% 41.06 -0.2% -1.2% -2.7% 9.3% 7.4%
Euro Area (7-10 Yr) 0.06% 37.50 -0.1% -1.0% -1.9% 4.5% 6.7%
Germany (7-10 Yr) -0.22% 34.91 0.0% -1.1% -2.7% 3.0% 3.0%
UK (7-10 Yr) 1.01% 25.39 -0.6% -2.4% -5.2% 5.4% 4.8%
Switzerland (7-10 Yr) -0.18% 39.47 0.2% -1.1% -1.7% 0.4% 2.0%
Japan (5-10 Yr) 0.05% 42.29 0.0% -0.2% 0.0% -0.1% 0.0%
Emerging (5-10 Yr) 4.58% 21.48 -0.5% -2.4% -2.2% 5.2% 13.3%

USA (IG Corp.) 2.09% 43.05 -0.3% -0.6% -0.9% 9.9% 14.5%
Euro Area (IG Corp.) 0.33% 35.03 0.0% -0.5% -0.2% 2.8% 6.2%
Emerging (IG Corp.) 4.52% 24.21 -0.3% -1.2% -0.8% 8.1% 13.1%

USA (HY Corp.) 4.03% 47.37 -0.3% -0.2% 4.5% 7.1% 14.3%
Euro Area (HY Corp.) 3.08% 28.69 -0.4% -0.3% 3.6% 2.3% 11.3%
Emerging (HY Corp.) 6.88% 23.13 -0.3% -2.3% -1.0% 4.3% 11.5%

World (Convertibles) 446.0         41.02 -1.7% -2.3% 4.2% 38.8% 17.3%
USA (Convertibles) 607.2         44.48 -1.9% -1.9% 5.5% 54.5% 22.8%
Euro Area (Convertibles) 4 092          33.47 -1.0% -2.6% -0.6% 6.1% 7.6%
Switzerland (Convertibles) 186.7         37.52 0.1% -0.5% -0.1% 0.5% 2.4%
Japan (Convertibles) 199.7         43.47 -1.3% 0.5% 2.7% 2.8% 2.6%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 720.0         77.03 n.a. 0.9% 7.2% 2.5% 9.3%
Distressed 945.9         72.90 n.a. 0.5% 10.0% 1.5% 1.4%
Event Driven 806.7         77.97 n.a. 2.3% 12.1% 3.1% 8.2%
Fixed Income 391.5         78.96 n.a. 0.3% 4.7% 2.2% 6.1%
Global Macro 1 178.7      72.19 n.a. 0.9% 7.2% 2.0% 10.4%
Long/Short 922.5         73.19 n.a. 0.9% 7.8% 3.6% 12.2%
CTA's 338.5         64.13 n.a. 0.0% 7.2% -3.2% 9.0%
Market Neutral 285.6         65.36 n.a. 0.0% 4.5% -0.1% 1.6%
Multi-Strategy 689.8         76.10 n.a. 0.3% 5.9% 1.4% 7.3%

Volatility
VIX 21.15         52.92 19.2% 31.3% -7.0% 65.1% -45.8%
VSTOXX 24.04         57.08 10.0% 37.6% 2.9% 67.5% -41.5%

Commodities
Commodities (CRB) 556.2         n.a. 0.6% -0.2% 25.3% 10.5% -1.9%
Gold (Troy Ounce) 1 755          44.99 0.3% -4.0% -7.5% 24.9% 18.3%
Oil (WTI, Barrel) 75.88         67.00 0.6% 10.6% 56.4% -20.5% 34.5%
Oil (Brent, Barrel) 79.23         67.74 2.4% 11.9% 55.5% -23.0% 24.9%

Currencies (vs USD)
USD (Dollar Index) 93.987       63.74 0.6% 2.1% 4.5% -6.7% 0.2%
EUR 1.1606       31.96 -0.8% -2.2% -5.0% 9.7% -2.2%
JPY 111.13       41.32 -0.1% -1.1% -7.1% 5.3% 0.9%
GBP 1.3555       40.61 -1.0% -2.0% -0.8% 2.8% 3.9%
AUD 0.7261       46.87 -0.3% -2.4% -5.6% 9.5% -0.4%
CAD 1.2635       52.58 -0.1% -0.8% 0.7% 1.8% 5.0%
CHF 0.9302       41.40 -0.5% -1.6% -4.8% 9.8% 1.4%
CNY 6.4448       56.81 0.2% 0.2% 1.3% 6.7% -1.2%
MXN 20.519       34.09 -2.0% -2.9% -2.9% -4.9% 3.8%
EM (Emerging Index) 1 723.8      39.73 -0.3% -0.9% 0.2% 3.3% 3.1%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)



 
 

 
 

 8 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
DISCLAIMER 

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness , accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning risks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 


