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Abstract

Business entities from various industries are facing significant challenges since
the COVID-19 pandemic outbreak. The airline industry, along with travel, tourism
and hospitality, have been the worst affected economic sectors during the coronavirus
health crisis. The paper analyzes the economic impact of COVID-19 on the European
airline industry. The research is made by measuring the liquidity and profitability of
five leading European airline companies before and after the pandemic outbreak (in
the period from 2015 to 2020). The aim is to determine the extent of the health crisis
consequences on the financial results of the five European companies with the largest
number of passengers in 2019. The research is conducted through financial statement
analysis and descriptive statistics. The results show that the COVID-19 pandemic had
a significantly more detrimental effect on profitability compared to the liquidity of
European airlines.

Key words: airline industry, COVID-19, liquidity, profitability, European airline
companies.

EKOHOMCKMU YTHLAJ KOBH/I-19
HA EBPOIICKY ABUO-UHAYCTPUJY

Arncrpakr

TlocnoBHM Cy0jeKTH W3 pa3IMYUTHX WHIYCTPHja CyouaBajy ce ca 3HauajHUM H3a-
3oBuMa o m3bujama manaemuje COVID-19. ABno-uHnaycTpuja, 3ajeAHO ca MyTOBa-
BUMa, TYPU3MOM U YTOCTUTEIHCTBOM, OWIIH Cy HajTeke MOTrOheHH eKOHOMCKH CEKTO-
pH TOKOM 3]]paBCTBEHE KpH3€ M3a3BaHE KOPOHABUPYCOM. Y pajy ce aHaIu3Hpa eKo-
HoMcku ytuiaj KOBHMJ[-19 Ha eBpoICcKy aBHO-MHIYCTpH]jy. McTpakuBame ce BpIIN
MepeheM JIMKBUAHOCTH U MpodUTabMIHOCTH neT BojgehnX eBpONCKHX aBHO-KOMIa-
HUja Mpe W HaKOH n3bmjama manaemuje (y mepuoxy ox 2015. no 2020. rogune). Llwb
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je -a ce yTBpJe pa3Mepe IOCIeaNIa 3ApaBCTBEHe Kpu3e Ha (PMHAHCHjCKE pe3ynTare
IeT eBPOIICKUX KoMIaHMja ca HajeehumM Opojem myTHuKa y 2019. roxunn. Hcrpaxu-
Bambe je CIPOBEICHO KPO3 aHann3y (HMHAHCHjCKUX HM3BjEllITaja U JSCKPHUIITUBHY CTa-
TUCTHKY. Pesynraru nokasyjy na je nanaemuja KOBHJ/[-19 umana 3HaTHO LITETHHUjH
YTHUIIaj Ha MTPOGUTAOMITHOCT HETO Ha JIMKBHIHOCT €BPOIICKIX aBHOIIPEBO3HHUKA.

Kibyune peun:  aBuwo-unnycrpuja, KOBM/[-19, mixBumHOCT, TpodUTaOITHOCT,
€BPOIICKE aBHO-KOMIIAHUje.

INTRODUCTION

The COVID-19 pandemic is considered to be the most serious
public health crisis in the last hundred years. The first case of pneumonia
with an unknown cause was reported by the World Health Organization
(WHO) Country Office in China on December 31, 2019 (WHO, 2020).
Specifically, a comprehensive analysis found that the cluster of pneumo-
nia patients in the City of Wuhan in the Chinese province of Hubei was
connected to the Huanan Seafood Wholesale Market (Alah, Abdeen, &
Kehyayan, 2020). The rapid transmission of the novel virus forced the
Chinese authorities to lockdown Wuhan on January 23, 2020. However,
the coronavirus disease rapidly spread beyond China, causing an unprec-
edented global health crisis that the WHO characterized as a pandemic on
March 11, 2020; while more than 210 countries reported COVID-19
cases in early May 2020.

By mid-August 2021, more than 208 million confirmed cases of
COVID-19 infection and more than 4,37 million deaths from the disease
have been reported worldwide (WHO, 2021). In addition to human tragedy,
the coronavirus outbreak has also produced extensive disruptions to the
global economy, trade, and mobility. All social and economic trends have
completely shifted from their usual flows, without indication about whether
and when they will return to their regular framework. The research of
Yeyati and Filippini (2021) proves that the global recession caused by
COVID-19 is the deepest since the end of World War Il. Specifically, the
global economic growth is reduced by 3,2% and world trade volume by
8,1% in 2020, according to the July 2021 World Economic Outlook Report
published by The International Monetary Fund (IMF, 2021). Although the
IMF's projections for economic growth and world trade in 2021 are more
optimistic, the COVID-19 pandemic has left a deep mark in some indus-
tries that will have significant difficulties in their recovery.

The airline industry belongs to the economic area which is charac-
terized by particularly harmful consequences of the COVID-19 outbreak.
For example, Yimga (2021) points to the effects of the global pandemic
on the U.S. airline industry by stating that only about 95,000 passengers
were screened across U.S. airports on April 16, 2020, at the start of the
pandemic; while that number represents a 96% decline from 2.6 million
passengers on the same day the year before. Such statistics on the number
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of passengers are similar for other parts of the world. Due to dire eco-
nomic outcomes of COVID-19, projections indicate that it is unrealistic to
expect that the number of passengers in 2019 will return to that level be-
fore 2023-2024.

This paper examines the impact of COVID-19 on the European
airline industry. The purpose of the research is to measure the liquidity
and profitability of the five leading airline companies in Europe before
and after the pandemic outbreak. The empirical analysis covers the period
from 2015 to 2020, i.e. the five years before the COVID-19 pandemic
(2015-2019) and the year in which the health crisis had a full impact on
the airline industry (2020). The findings of the paper can be useful to the
observed airline companies to maintain their expenses and achieve posi-
tive financial results in the future, but also to policy makers as a reliable
delivery framework that will ensure that the eventual support reaches the
companies that need it most.

The paper contains four separate segments. The first segment deals
with the theoretical background and literature review on the economic
impact of the COVID-19 on the passenger transportation and the global
airline industry. Methodology and research questions are defined in the
second segment of the paper. The results of the research are presented and
discussed in the third segment. The last segment provides the concluding
remarks.

LITERATURE REVIEW

The outbreak of COVID-19 has caused a significant economic
vulnerability in the airline industry across the Globe, being one of the
most affected with this turmoil (Dube et al., 2021; Suau-Sanchez et
al.,2020). Even though, there has been hard times that this industry went
through in the past, such as those caused by oil crisis, financial crisis,
wars and other diseases like SARS, the negative impact of COVID-19 on
economic and financial performance of airline industry worldwide is es-
timated to notably surpass the precedent collapses effect (IATA, 2020).

Such a downturn in the airline industry was induced with a number
of forces being triggered by important events and decisions that took
place during the most recent collapse. The limitation or/and absolute pro-
hibition of the air traffic followed with country-wide lockdown being one
of the governmental measures aimed at preventing further dissemination
of illness had a direct and strong impact on the customer demand and,
therefore, on the airline industries’ operations and performance (Bielecki
et al., 2020). The impact on the supply side measured with 56% drop in a
number of passenger seats available has been vast as well. Accordingly,
the customer revenue per kilometer has experienced a 48% decline com-
pared to 2019 which has induced an estimated loss of $314 billion in
companies’ overall revenues (IATA, 2020).
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Despite the fact that the volume of flight operations has plunged, the
negative pressure on the industry’s performance has occurred from the ex-
penditure side as well. In the pursue of cutting their expenses, most of the
companies have decided to operate with minimum staff being on strict ro-
tation. In line with that, the employment in civil aviation industry has rec-
orded a drop of 35% (IATA, 2020). As suggested by Sobieralski (2020),
the employees being affected the most are those in charge of customer care.
While the fuel and labor costs in this sector went down, there have been
aircraft maintenance and other fixed costs such as parking costs that pre-
served and were needed to be handled (Adrienne et al., 2020).

Given that maintaining the airline companies’ operations is char-
acterized with high capital cost, the liquidity and survival of these com-
panies has been particularly challenged with the COVID-19 outbreak
(Zhang and Zhang, 2018; IATA, 2020). Under these circumstances, fi-
nancial sustainability of the civil aviation industry has turned to depend
markedly on external financing. In this situation, the stock valuation plays
a meaningful role for attracting the outside resources. Accordingly,
Maneenop and Kotcharin (2020) have investigated the impact of COVID-
19 related press releases on the stock prices in the airline industry,
providing the empirical evidence of stock price volatility induced by both,
their underreaction and overreaction to these announcements. Similarly,
having examined the returns to stocks of the travel and leisure companies
listed in US, Chen et al. (2020) identified that the most severe negative
impact on stock valuation caused by COVID-19 measures was identified
in the civil aviation industry. Since with this turmoil the private sector fi-
nancial injection was lacking due to evident uncertainty on the economic
prospects in this industry, the governmental direct and indirect financial
support in the form of loans, wage subsidies, tax reliefs, etc., has become
an indispensable remedy and to many players the only possible solution
for survival (Truxal, 2020).

The enormous decrease in demand being accompanied with sharp
capacity reduction and uncertainty have been some of the challenges for
the airline industry striving hard to find a path to recover its revenues
(Wasterhof, 2020). As suggested by Lange (2020), while the main focus
of the airline companies is on survival, identifying the routes of not only
avoiding or minimizing the loss but those which still generate some profit
is of equal importance. Resolving this puzzle becomes not an easy task in
the situation when most of the airline companies struggle hard to sustain
their cash flow coverage due to a faster cash burn compared to the times
of their normal operations. For many airline operators, prioritizing the
cargo transportation over the passenger transportation, which has been re-
cording a growing trend by February 2020, has turned to be the only op-
tion for survival (Bielecki et al., 2020).
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The empirical evidence of studies that aimed to assess the impact
of COVID-19 on the financial performance, and the response that airline
companies had to, it is still frugal. Accordingly, as suggested by Agrawal
(2020) who analyzed the financial performance of Indian airline operators
in the period between 2010-2019, the suspended operations have remark-
ably impaired the companies’ solvency that employed intensively their
cash reserves to cover the emerged losses. According to the author’s
findings resulting from analysis of profitability and Altman Z scores, this
sector profitability has been harmed by a strong negative impact of the
COVID-19 and its further prospects will depend on variable costs recu-
peration and loss diminishing.

According to Budd et al. (2020) who investigated the responses to
COVID-19 challenges of the airline companies in the period March-May
2020, most commonly the operators attempt to protect their profitability
harmed due to enormous flights detraction through modifying their flight
operations, staff rationalization and networks reshaping. Assessing the
impact of health related upsets on financial performance of airlines in
Asia Pacific region, Peoples et al. (2020) suggest that the examined com-
panies are predicted to face enormous challenges to preserve their profit-
ability throughout COVID-19 crisis period. Namely, an effective usage of
local workforce, fares increase and creation of unions with other opera-
tors may be a good approach towards cutting costs, boosting productivity
and having their before the crisis performance back.

In sum, with an exception of the evidence on the cargo transporta-
tion performance which has recorded mostly a positive trend, the eco-
nomic impact of the COVID-19 is assessed to be negative and very harm-
ful in the domain of passenger transportation. The losses that the airline
companies have faced are expected to have a long term impact on their
future operations, financial results, ability to meet their financial obliga-
tions and growth prospects. The speed and magnitude of their recovery
will evidently depend on a range of factors including governmental sup-
port, revival of customer confidence and demand, general economic con-
ditions and pandemic persistence, as well as on taken measures by single
companies for faster recuperation of their operations.

METHODOLOGY AND RESEARCH QUESTIONS

The aim of the research is to assess the economic and financial im-
pact of the COVID-19 pandemics on one of the most affected industries
in Europe — airline industry. To that end, liquidity and profitability of the
five airline companies in Europe have been analyzed, covering five years
before the pandemics, and 2020 as the year representing the peak of
COVID-19. The top five airline companies have been chosen according
to the biggest number of passengers in 2019: Ryanair, Lufthansa, Inter-
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national Airline Groups — IAG, Air France and easyJET (Centre for Avi-
ation, 2021). The liquidity and profitability analysis provide an insight
into the companies’ ability to meet their short term obligations, as well as
to maintain their expenses and perform positive financial results.

For the purpose of research and financial analysis, the information
base is the financial statements (balance sheet and income statement) of
the selected airline companies, available on their websites for the ana-
lyzed period (2015-2020). Methods used in the analyses are financial
statement analysis and comparative analysis.

In order to achieve the research aim, the paper is based on the fol-
lowing research questions:

1. Has COVID-19 threatened the companies’ ability to meet their
short term obligations?

2. Have the airline companies managed to maintain positive finan-
cial results in times of the COVID-19 pandemic?

3. Have the top five airline companies in Europe reacted to the pan-
demics in the same direction regarding their liquidity and profitability?

RESULTS AND DISCUSSION
Liquidity
Liquidity, as one of the most important segment of financial state-
ment analysis, shows the company’s ability to convert current assets into
cash, aiming to cover current liabilities without raising external funds
(Cornett, Adair, Nofsinger, 2012). The most commonly used liquidity ra-
tios, being applied in this research, are the following:
1. Current ratio

2. Quick ratio (acid-test ratio)
3. Cash ratio

1. Current ratio measures the number of euro of current assets
available to pay each euro of current liabilities (Madushanka, Jathurika,
2018).

Current assets

Current ratio = Current liabilities

Table 1 shows results for the current ratio of the five selected air-
line companies in Europe. All selected companies managed to keep their
liquidity in the pandemic-marked 2020at the similar level compared to
the previous period (2015-2019). While in 2020, Air France recorded
0.84 euro of current assets per 1 euro of current liabilities, which is an
even better result than in previous years, in 2020 Ryanair recorded the
current ratio of 0.82 indicating the liquidity lower around 50% compared
to 2015, but 12% lower than in 2019. According to this ratio, IAG and
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EasylJet perform the lowest liquidity in 2020, while Lufthansa’s current
ratio in 2020 is higher compared to 2016 and 2018.

Table 1. Current ratio for the selected airline companies, 2015-2020

Current ratio 2020 2019 2018 2017 2016 2015
Ryanair 0.82 0.93 1.23 1.56 1.43 1.72
Lufthansa 0.68 0.71 0.66 0.87 0.46 0.38
IAG 0.68 0.89 0.91 1.05 1.05 0.80
Air France 0.84 0.68 0.63 0.82 0.75 0.63
easyJET 0.67 0.79 0.97 1.04 0.92 0.72

Source: Authors’ calculations

2. Quick ratio (acid-test ratio) measures the number of euro of
more liquid current assets (cash and marketable securities, accounts re-
ceivable) available to pay each euro of current liabilities (Cornett, Adair,
Nofsinger, 2012).

Current assets — Inventory

Quick ratio = Current liabilities

Based on the results of the quick ratio in table 2, excluding the in-
ventory as the least liquid asset does not affect the liquidity of Ryanair
and EasyJet. On the other hand, quick ratio as the more precise liquidity
ratio shows lower liquidity for the rest of companies indicating the same
fluctuations as previously explained for current ratio.

Table 2. Quick ratio (Acid test ratio) for the selected airline companies,

2015-2020
Quick ratio 2020 2019 2018 2017 2016 2015
Ryanair 0.82 0.93 1.23 1.56 1.43 1.72
Lufthansa 0.64 0.64 0.60 0.81 0.45 0.37
IAG 0.65 0.84 0.87 1.01 1.00 0.75
Air France 0.79 0.62 0.58 0.77 0.69 0.58
easyJET 0.67 0.79 0.97 1.04 0.92 0.72

Source: Authors’ calculations

3. Cash ratio measures the number of euro of cash and marketable
securities available to pay each euro of current liabilities (Cornett, Adair,
Nofsinger, 2012).

Cash and marketable securities

Cashratio = Current liabilities
In case only cash and marketable securities are taken into consid-
eration as the most liquid assets, the companies succeed in covering their
current liabilities, although the liquidity is low. Based on this ratio, the
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biggest impact on the liquidity level in 2020 is recorded for Lufthansa
(cash ratio is lower for around 40% than quick ratio).

Table 3. Cash ratio for the selected airline companies, 2015-2020

Cash ratio 2020 2019 2018 2017 2016 2015
Ryanair 0.69 0.77 1.07 0.41 0.37 0.35
Lufthansa 0.37 0.21 0.20 0.31 0.09 0.06
1AG 0.51 0.52 0.56 0.68 0.00 0.00
Air France 0.57 0.33 0.29 0.44 0.39 0.26
easyJET 0.61 0.59 0.67 0.80 0.45 0.37

Source: Authors’ calculations

Liquidity ratio analysis shows that the selected airline companies
managed to keep the liquidity in 2020 at the similar level as in previous
years. Liquidity ratio above 1, as a sign of a company’s ability to deal
with short term liabilities, is recorded for Ryanair (2015-2018), IAG
(2016-2017) and easyJET (2017) regarding the current and quick ratio,
while the cash ratio greater than 1 is noticeable only for Ryanair in 2018.

Profitability

Profitability ratio analysis shows the company’s capacity to gener-
ate profit from its operations (Andekina, Rakhmetova, 2013). The most
often used ratios for measuring the company’s profitability are the fol-
lowing:

Profit margin ratio (PMR)

Basic earnings power ratio (BEP)
Return on assets (ROA)

Return on equity (ROE)

Debt to equity ratio (D/E)

IS

1. Profit margin ratio (PMR), also known as the net profit margin
ratio, shows the percentage of sales after a company covers all fixed and
variable costs (Cornett, Adair, Nofsinger, 2012).

Net income available to common stockholders

Profit margin ratio = Sales

Based on the profit margin ration results shown in table 4, only
Ryanair managed to keep the positive PMR in 2020 and thus overall fi-
nancial results, even though it was the lowest in the observed period. On the
other hand, the rest four airline companies struggled with negative financial
results in 2020 caused by their difficulties to cover cost of revenue, while
fixed costs additionally worsened the final financial results (AirFrance, 2021,
easyJET, 2021, IAG, 2021, Lufthansa, 2021, Rayanair, 2021).
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Table 4. Profit margin for the selected airline companies, 2015-2020

Profit margin 2020 2019 2018 2017 2016 2015
Ryanair 764 1150 2028 19.79 2385 1533
Lufthansa -49.49 3.38 6.03 6.64 7.69 6.60
IAG -88.69 6.72 11.82 8.71 8.65 6.63
Air France -63.83 1.00 1.40 -1.16 3.19 0.46
easyJet -12.73 4.28 5.12 5.11 776 11.35

Source: Authors’ calculations

2. Basic earnings power ratio (BEP) measures the operating in-

come generated per euro of the company’s total assets (Cornett, Adair,
Nofsinger, 2012).

EBIT

Basic earnings power ratio = —————
Total assets

The results of the basic earnings power ratio in table 5 are similar
as the PMR results. Ryanair is again the only analyzed company with the
positive result in 2020, indicating 7.64 euro of operating income earned
per euro of total assets and this result is similar or not much below results
in previous years. Lufthansa, IAG, Air France and easyJET did not man-
age to earn any euro of operating profit per euro of assets in 2020 due to
the same reason as previously elaborated for negative PMR. In the previ-
ous analyzed years, these four companies have relatively stable BEP.

Table 5. Basic earnings power ratio for the selected airline companies,

2015-2020
Basic earnings power ratio 2020 2019 2018 2017 2016 2015
Ryanair 764 767 1349 1227 1254 8.10
Lufthansa -13.72 355 691 780 339 276
IAG -2149 731 1338 10.05 9.07 821
Air France -15.37 351 462 6.07 487 463
easyJet -9.17 571 658 6.77 9.05 1425

Source: Authors’ calculations

3. Return on assets (ROA) measures the total return on the com-
pany’s assets, showing net income generated per each euro of total assets
(Cornett, Adair, Nofsinger, 2012).

Net income available to common stockholders

Return on assets =
Total assets
Ryanair recorded 4.4 euro of net income earned per euro of total
assets in 2020, but these results are 34% lower than in 2019 and 62%
compared to 2018 (table 6). ROAs for another four airline companies are
negative in 2020 considering their loss in this year.
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Table 6. Return on assets for the selected airline companies, 2015-2020

Return on assets 2020 2019 2018 2017 2016 2015
Ryanair 440 6.68 11.73 10.98 13.90 7.11
Lufthansa -17.03 2.89 5.66 6.52 4.67 4.65
IAG -22.88 481 10.29 7.34 7.13 5.37
Air France -23.43 0.89 1.28 -1.23 3.45 0.51
easyJet -12.73 4.28 5.12 5.11 7.76 11.35

Source: Authors’ calculations

4. Return on equity (ROE) measures the return on the company’s
common stockholders’ investment in the company’s assets (Cornett, Adair,
Nofsinger, 2012).

Net income available to common stockholders

Return on equity =
Tty Common stockholders'equity

Based on the results in table 7, return on equity can be considered
as the most challenging indicator for the selected companies. Except
Ryanair with a positive ROE in 2020, but lower than in the previous
years, other companies have extremely low ROE in 2020 indicating no
net income earned per euro of common stockholders’ equity.

Table 7. Return on equity for the selected airline companies, 2015-2020

Return on equity 2020 2019 2018 2017 2016 2015
Ryanair 13.20 16.97 32.45 29.75 4335 2148
Lufthansa -484.86 12.00 22.59 24.63 2117 22.78
IAG -526.06 25.11 42.93 27.06 3446  27.39
Air France -130.64 11.87 19.95 -9.92 61.11  43.22
easylJet -56.82  11.69 10.98 10.89 15.74 2437

Source: Authors’ calculations

5. Debt to equity ratio (D/E) shows the relationship between the
stockholders’ equity and overall liabilities. While D/E below 1 is prefera-
ble, D/E above 1 indicates the increased financial risk (Anuar, Chin, 2016).

Total liabilities

Common stockholders’equity

Debt to equity =

Debt to equity ratio results (table 8) show that all analyzed compa-
nies in this period (2015-2020) have a certain financial risk, reflected in
debts several times bigger than equity. While Ryanair has D/E in 2020
with the similar value as in the previous years (e.g. in 2020 total debt was
twice higher than total equity), other companies deteriorated the financial
structure in 2020 by increasing total liabilities over total equity (e.g. in
2020 Lufthansa recorded total debt 27.47 higher than total equity). Air
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France is the only analyzed company with negative equity in 2020 show-
ing the company’s insufficient assets for overall liabilities.

Table 8. Debt to equity ratio for the selected airline companies,

2015-2020
Debt to equity ratio 2020 2019 2018 2017 2016 2015
Ryanair 2.00 1.54 1.77 171 2.12 2.02
Lufthansa 27.47 3.16 2.99 2.78 3.54 3.90
IAG 22.00 4.22 3.17 2.69 3.83 4.10
Air France -6.58 1237 1458 7.10 16.69 84.48
easyJet 3.46 1.73 1.15 1.13 1.03 1.15

Source: Authors’ calculations

The liquidity and profitability ratio analysis have provided an in-
sight into the ability of the observed five European airline companies to
be liquid and profitable in 2020 as the year marked with the COVID-19
pandemics. The overall liquidity of the selected airline companies was not
much changed and affected in 2020 compared to the previous year,
showing that companies managed to keep relatively enough liquid assets
for their operations. On the other hand, the profitability ratio analysis
shows that not all companies managed to be profitable in 2020. Ryanair is
the only one out of five analyzed companies with positive net income
available to common stockholders in 2020, and therefore the company has all
profitability ratios with a positive sign. However, the profitability ratio
analysis of Lufthansa, IAG, Air France and easyJET shows the companies’
difficulties to cover costs of operations in 2020 and therefore their negative
financial result.

Table 9. Descriptive statistics for the selected airline companies,

2015-2020

N Minimum Maximum Mean Std. Deviation
Current ratio 30 0.38 1.72 0.8763 0.29641
Quick ratio 30 0.37 1.72 0.8487 0.30698
Cash ratio 30 0.00 1.07 0.4313 0.24740
PMR 30 -88.69 23.85 -0.1657 24.35125
BEP 30 -21.49 14.25 46817 8.57267
ROA 30 -23.43 13.90 2.5527 9.39486
ROE 30 -526.06 130.64 -10.6627 137.50015
D/E 30 -6.58 84.48 7.7767 16.03977

Source: Authors’ calculations

Based on the previous analysis, the minimum value of current ratio
is recorded in Lufthansa in 2015, while the maximum value has Ryanair
in the same year. The same explanation applies for the quick ratio. Rya-
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nair also has the highest value for the cash ratio in 2018, and this’ indi-
cator minimum values has IAG in 2015/16. The minimum value for the
rest of profitability and liquidity indicators (PMR, BEP, ROA, ROE, D/E)
is negative in 2020 and except D/E for Air France, all others are recorded
for IAG. This confirms the negative impact that the COVID-19 had on
the economic performance of the selected airline companies lowering
their liquidity and profitability below the level they have achieved in the
previous period. On the other hand, maximum value of PMR, BEP, ROA,
ROE and D/E has been recorded for almost all selected companies, but in
2015 and 2016.

CONCLUSION

Market survival has become a business imperative in almost all in-
dustries around the world during the COVID-19 pandemic. Such a busi-
ness model puts the ability of companies to maintain liquidity and profit-
ability in the center of attention, without which it could not be reached the
continuity of a business. These important performance indicators deter-
mine business potential for sustainability and growth.

Financial statement analysis of the five leading European compa-
nies in the airline industry provides clear answers to all research questions
defined in the second segment of the paper. A general conclusion that can
be recognized in this empirical research is that the COVID-19 pandemic
had a significantly more detrimental effect on profitability compared to
the liquidity of European airline companies. Specifically, the overall im-
pact of the pandemic on liquidity can be interpreted as moderately detri-
mental, while its impact on profitability is significantly detrimental.

According to all three applied liquidity ratios, Air France is the
only one of the observed companies that increased its liquidity in 2020
compared to 2019. The remaining four companies reduced liquidity in
2020 compared to 2019 in at least one of the applied ratios. This points to
the general conclusion that the leading European airlines managed to
maintain their liquidity to a greater extent in 2020 as a crisis year.
Namely, the ability of the observed companies to convert current assets
into cash in the year of global health crisis has remained almost un-
changed compared to the pre-crisis period (it is moderately reduced).

The analysis finds that the situation is far more serious when it
comes to profitability of European airlines after the COVID-19 outbreak.
All five profitability ratios indicate the devastating effects of the health
crisis on the financial results of all observed companies except Ryanair,
which also recorded a decline in profit, but not to the same extent as other
airlines. The negative effect of the pandemic on airline profitability is
most visible in ROE indicator. For example, Lufthansa had a positive
ROE of 12.00 in 2019, while in 2020 it reached negative value of -
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484.86. Similarly, 1AG had a positive ROE of 25.11 in 2019, while in
2020 it reached negative value of -526.06. Also, the proportions of the fi-
nancial shock were clearly shown in D/E indicator. For example, the
same companies, Lufthansa and IAG, achieved an increase of D/E in the
period 2019-2020 from 3.16 to 27.47 and from 4.22 to 22.00, respec-
tively. That means that these companies recorded total debt 27.47 and
22.00 higher than total equity in 2020.

The conclusions of the research are limited to the group of compa-
nies and the period of time covered by analysis — the five leading airline
companies in Europe according to the number of passengers in the period
from 2015 to 2020. However, it can reasonably be assumed that the
COVID-19 pandemic had a similar (or even stronger) negative impact on
smaller airlines in the Euro region. Therefore, the study emphasizes the
importance of active observation and supporting airline industry in the
times of crisis, both company management and policy makers.
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EKOHOMCKHU YTULIAJ KOBHI-19
HA EBPOIICKY ABUO-UHJYCTPUJY
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'ExonoMcKH (akysret, YauBep3uTeT y [pummuHm
ca npuBpeMeHuM cequiuteM y KocoBckoj Mutposunu, Cpouja
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Pe3ume

OrmncraHak Ha TPXKHIUTY HOCTA0 j¢ MOCIOBHM MMIICPATHB y TOTOBO CBHUM HHIY-
CTpHjama IIUpPOM cBeTa TokoM nanaemuje KOBHJ/[-19. TakaB ociIOBHE MOZEN y cpe-
JUIITE MaKEE CTaBJba CIOoCOOHOCT mpey3eha na oxpikaBajy JIMKBHIHOCT U IpoQuTa-
OUIHOCT, 0€3 KOjUX ce He OM MOrao MOCTUNM KOHTHHYHTET MOCIOBAkba.

ABHO-NHIYCTpH]ja, 3ajeIHO ca ITyTOBAmbUMa, TYPU3MOM H YTOCTUTEIHCTBOM, OMIIH
Cy HajTe)Ke NOroeHH EKOHOMCKH CEKTOPH TOKOM 3[paBCTBEHE KPU3e H3a3BaHE KOPO-
HaBHpycoM. Mako je aBMO-MHIYCTpHja MpOILLIAa KPo3 TEIIKa BPEMEHa, MOMYT OHUX
Y3pOKOBaHUX HAQTHOM KpU30M, (DMHAHCH]CKOM KPH30M, PATOBHMA U IPYTHUM 3apa-
3HUM OosiecTiMa, Ipolewyje ce na he HeratuBane nocneauie nangemuje KOBH/-19
Ha €KOHOMCKe M (huHaHCHjcKe mephopMaHCe aBHO-HHIYCTpHje MIMPOM CBETa OUTH
JTAJIeKO 030WIbHU]E.

Y oBOM pajy ce aHaM3upa CKOHOMCKH yTuIlaj mannemuje KOBH/[-19 Ha eBporcKy
aBHO-MHAYCTpHjy. VcTpakuBame ce BpIIM MepemeM NMpo(UTaOMITHOCTH U JIMKBUIIHO-
CTH TIeT €BPOIICKUX aBHO-KoMIIaHHja ca HajeehuMm OpojeM mytHuKa y 2019. Tomusm:
Ryanair, Lufthansa, International Airline Groups — IAG, Air France u easyJET. I{usb
pana je a ce yTBpe pa3Mepe MoCiIeanIia 3ApaBCTBEHE KprU3e Ha PHMHAHCH]CKE pe3yIITa-
TE aHAIM3UPAHNUX aBUO-KOMIaHHja. VIcTaKMBambe je CIPOBEICHO KPO3 YIOPEIHY aHAJIU-
3y M aHaM3y (PMHAHCH]CKUX M3BjemTaja 3a mepuox ox 2015. no 2020. [N'oxuse.

Omnmty 3aKkjby4ak KOjU ce MOXKe IPETO3HATH Y OBOM €MITMPHjCKOM HUCTPAKUBAILY
je na je nanmemuja KOBH/]-19 nmana 3HaTHO IITETHHUjU YTHIA] Ha NPO(UTAOMITHOCT
HEro Ha JIMKBUIHOCT €BPOIICKUX aBHO-KOMIaHHWja. [IperusHuje, yKynaH yTuIaj mas-
JeMHje Ha JIMKBHJHOCT MOXKE Ce TyMauWTH Ka0 yMEpPEeHO IITETaH, 10K je HeH yTHUIIaj
Ha MPpopHUTAOMITHOCT 3HAYajHO IITETaH.

3aKksbydl UCTPAXKUBAbha OTPAHUMYCHH Cy HA IPYIy KOMIAHHja 1 BPEMEHCKH IIe-
puoxn oOyxBaheH ananmmzoMm. MelhyTum, ¢ pa3inoroMm ce MOXe MPETIIOCTaBUTH JAa je
nargemuja KOBHMJ[-19 wmana ciudaH (WIM jOII jauyd) HEraTHBaH YTHIA] HA Mame
aBuo-koMnanuje y EBponu. Crora, pag Harnamasa HoTpeOy aKTUBHOT TIOCMaTpamba U
MOJAPIIKE aBUO-MHIYCTPHjU Yy KPU3HUM BpEeMEHHMa, KaKo O]l CTpaHe MEHalMEeHTa ca-
MHX KOMIIaHH]ja, TaKO M OJ] CTPaHe KpeaTopa eKOHOMCKE MOJHUTHKE.



