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TUI bemoans last summer's hot weather (again) as
first-quarter losses almost double
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TUI AG (LON:TUI) has once again blamed last summer's heatwave and the
weak pound after losses almost doubled in the first quarter of its financial year.

1 Year Share Price Graph

Repeating what it said in last week's shock profit warning, the tour operator
said the "extraordinary hot weather" throughout the UK and much of Europe
between June and October meant people put off booking a warm winter
getaway.
READ: TUI issues profit warning
That forced it to trim prices, which in turn knocked margins, a problem not
helped by sterling's continued weakness.

Share Information

Those who were looking to get away were heading back to places such as
Turkey and Egypt, which led to overcapacity, and therefore lower prices, in
other destinations such as the Canary Islands.
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All that meant net losses for the three months ended 31 December jumped to
€111.9mln, up from €68.3mln in the first quarter of last year. Revenue ticked
5% higher to €3.70bn (Q1 17/18: €3.55bn).
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"We are already taking specific measures to address Markets & Airlines
headwinds, including harmonisation under one leadership to drive cost savings
and efficiencies; reducing distribution costs by shifting to more direct, more
online, more mobile; and increasing upselling of activities & excursions to drive
revenue and margin benefits," read Tuesday's statement.
"We also expect that the continued sector headwinds may trigger market
consolidation and that TUI could be a beneficiary of this."
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Company Synopsis:
TUI Travel, now assimilated into its German
parent company, TUI Group, has become
one of the world's leading international
leisure travel groups operating in over 180
countries with more than 30 million
customers in 25 source markets.
action@proactiveinvestors.com.au

Summer margins under pressure, too
TUI always said that winter bookings would inevitably take a hit from the
prolonged period of hot weather, but worryingly it has also seen that sluggish
demand carry over into bookings for summer this year.
It has so far sold just over a third of its summer programme, in line with this time last year, but it hasn't been able to
raise prices in line with inflation, which has dented margins.
As a result, it repeated last week's profit warning: full-year underlying earnings will be "broadly stable" with last year's
performance at €1.18bn.
Previously, it had expected underlying earnings to grow by at least 10% a year over the next few years, but TUI has
admitted it will now miss this target.
Brexit playing a part
"Yesterday's weak GDP update really hit home how much Brexit uncertainty is hurting consumer confidence and travel
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companies must be feeling the pinch," said City Index senior market analyst Fiona Cincotta.
"The weaker pound has made a non-essential holiday that little bit more expensive for Brits already spooked by the
cloudy economic outlook - and the situation could get worse if the UK crashes out of the EU without a deal."
Cincotta added that TUI is a "better-diversified business" than peer Thomas Cook, which is also struggling and put its
airline business up for sale last week.
TUI boss Fritz Joussen has hinted he may be interested in making an offer, but Cincotta isn't convinced that is what
shareholders want.
"TUI is now carrying more than twice as much net debt than it was a year ago. Investors won't necessarily want to
stomach a big acquisition, including a move on Thomas Cook's airline business."
Shares were down 2.7% to 932.2p in late-morning trading on Tuesday.
-- Adds share price and analyst comment --
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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