
The Outlook:  Nov. 2, 2020 
  

At the epicenter:  American Airlines . . . and Main Street. 
  

 
  
We’ve lived through 3 financial earthquakes, these last 20 years: 
  

1. The Dotcom Bubble Calamity of 2000; 
2. The Global Bank Run Calamity of 2008 – 2009; 
3. The Virus Lockdown Calamity of 2020. 

  
Each of these calamities has seemed to be “Something new!  Never seen before!”  And of course they 
were, on the surface, completely different events.  But where it counts, below the surface, they were 
exactly the same thing:  panics.  
  
We’re at the point, in 2020’s “Virus Lockdown Calamity”, where the world’s (and market’s) level of panic 
has calmed down tremendously since its peak in March and April.  But we’re also at the point where we 
may not be as frightened as we were, but we’re struggling to shake off the feeling that gloom will rule the 
economy, the markets and a good chunk of our personal lives for a long, uncertain time to come.  We’re 
struggling with gloom, of course, because when the media shouts the bad news from the rooftops, as it 
always does, the good news is either ignored or goes fleeting by so fast we can’t get a good look at it.    
  
It might help a bit to remember that Calamities One and Two, up there, brought us to exactly the same 
stage after the worst of their terror had begun to fade.  We had daily headlines telling us that maybe the 
sky hadn’t fallen after all, but when it came to the rebirth of economic strength, the forecast was for 40 
days and nights of rain, or maybe 40 months.  
  
The cure is to find the good news, and give it a good look.  As always we’ll find it on Main Street, where 
people fix calamities; not Wall Street, where people bet on how bad they’ll be.  We’ve already seen a lot 
of impressive news on Main Street, because the Lockdown Calamity gave most companies big problems 
to fix.  But let’s glance, today, at the very epicenter of the 2020 earthquake:  the airline 
business.  Companies like Cummins and Caterpillar have had a rough time with the Calamity, but it’s been 
a picnic compared to American Airlines. 



  
The Plunging Red Arrow at American Airlines 

 
  
  

The facts which hit American make the red arrow look mild.  Air travel down 96% in 
March/April.  American’s revenues down 73% last quarter . . . a big improvement from the second quarter 
epicenter.  Billions in losses.  A “cash burn rate” of $22 billion a year in the second quarter, improving to 
“only” $16 billion/year last quarter.  The company has perhaps $11 billion in liquidity—so it can clearly 
hear the clock ticking on its “out of cash” time bomb.  Yes . . . by comparison, 2020 has been a stroll in the 
park for companies like Caterpillar, Cummins and Outlook’s other financial powerhouses.  
  
But American’s CEO Doug Parker and his team have done some impressive things, with that clock 
ticking.  “In this environment,” said Mr. Parker, “we can only focus on controlling what we can.  Cutting 
costs and our cash burn rate are front and center.”  In 6 months, American has cut $17 billion in 
costs.  Much of it came at the expense of laid-off staff; but a good deal came from simplifying its 
fleet:  junking or selling less-profitable models and making fleet maintenance and support simpler and 
cheaper, going forward.  
  

And we aren't just waiting for customers to come to us, we're taking steps to reopen 
markets to travel through pre-flight COVID-19 testing. Testing options are now available to 
customers traveling to Hawaii and Costa Rica, with Jamaica and the Bahamas following soon. And 
we're engaged in efforts to expand that program across the Caribbean. 

These testing programs are important because they will ultimately help to reopen markets 
by further inspiring confidence in travel. The pandemic has changed our business in many ways 
that we could have never expected but the American team has reimagined how to deliver a safe, 
healthy and enjoyable travel experience for our customers. Pre-flight COVID-19 testing is a great 



example of that and it's going to be an important part of advancing the industry's recovery from 
the pandemic. 

If we could say one thing to every American Airlines customer, it’s that it’s safe to fly. 
Others have shared this data as well but certainly worth repeating, IATA estimates that 1.2 billion 
people have flown so far in 2020 and among that group, there are only 44 cases of COVID-19 in 
which transmission is believed to have been associated with air travel. 

We're taking additional steps in recent weeks to provide customers further peace of mind 
as they returned to the skies. We upgraded our clean commitment by adding SurfaceWise2 to our 
safety program. SurfaceWise2 is approved by the EPA as a long-lasting product to help fight the 
spread of the novel coronavirus, and it will be applied to America's entire fleet in the coming 
months. 

  
One of those “fleeting pieces of good news” is buried up there:  44 confirmed virus cases, out of 1.2 billion 
people.  
  
A very long time ago a man said this:  “Truth will ultimately prevail where there are pains taken to bring 
it to light.”  His name was George Washington.  There have been a staggering number of truths about the 
Virus which are still struggling to come to light.  The media’s rule of survival—"If it bleeds, it leads”—has 
slowed them down, as it always does.  But they will come to light:  both because Main Street brings them 
to light, in the course of fixing calamities; and because people think better once the worst of any panic 
has passed.  Those truths are not going to sustain “Lockdowns, Phase Two” very long . . . and Main Street’s 
CAT’s, Cummins and American’s will keep shining lights on the truly impressive actions they are taking to 
fix the Calamity of 2020. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions should 
only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk of loss.  
  
 


