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Indian airline losses to widen to Rs. 95-105 billion in FY2026 amid geopolitical and
trade headwinds: ICRA

e Projection for year-on-year (YoY) domestic air passenger traffic growth in FY2026 lowered to 4-6% from 7-
10%

Rating agency ICRA forecasts a modest increase in domestic air passenger traffic to 172-176 million in FY2026,
reflecting a growth of 4-6% over the previous year, lower than its earlier projections of a 7-10% increase. This
slowdown in passenger traffic growth at a time when aircraft deliveries are rising, is estimated to widen the net
loss of the Indian aviation industry® to Rs. 95-105 billion in FY2026 from Rs. 55 billion in FY2025.

Passenger traffic growth in Q1 FY2026 was 4.4% YoY, weighed down by cross-border escalations, that had led to
flight disruptions and cancellations, as well as travel hesitancy post the aircraft accident tragedy. Accordingly, the
yields declined by 4-5% YoY in Q1 FY2026. A prolonged period of monsoons is likely to have affected air travel in
July-August 2025 and now trade headwinds emanating from US tariffs are set to dampen business sentiments in
the coming quarters, bringing more circumspection to travel.

Kinjal Shah, Senior Vice President & Co-Group Head, ICRA, said: “During FY2025, the Indian aviation industry
benefited from improved pricing power, evident in higher yields, driven by healthy demand for air travel. However,
the demand environment has turned more cautious in FY2026. ICRA forecasts the Indian aviation industry to report
a wider net loss of Rs. 95-105 billion in FY2026 compared to an estimated Rs. 55 billion in FY2025. Losses are set to
shoot up principally because passenger traffic growth will be slowing down amid a period of rising aircraft deliveries.
The industry debt metrics are thus expected to weaken in FY2026, with interest coverage of 1.3-1.5x times compared
to the estimate of around 1.5-1.7 times in FY2025.”

The losses forecast by ICRA for FY2026, however, remain significantly lower than those reported in FY2022 and
FY2023 at Rs. 216 billion and Rs. 179 billion, respectively.

Aviation Turbine Fuel (ATF) prices and the rupee-dollar movement are two factors that have a significant bearing
on the airlines’ profitability. Fuel costs account for around 30-40% of the airlines’ operating expenses. Airlines have
experienced a reprieve on the ATF prices front so far this year with average ATF prices of Rs. 87,962/KL in 5M
FY2026, 8% lower YoY, although higher than Rs. 64,715/KL that prevailed during the pre-Covid period (i.e. FY2020).
In comparison, the INR depreciated against the USD by around 3% YoY in 4M FY2026. While currency depreciation
of this order may not be materially disruptive in isolation, it adds pressure to the cost structure of a loss-making
industry where key expenses—aircraft lease payments, aircraft and engine maintenance costs, and debt servicing—
are highly sensitive to currency movements. Although the domestic airlines have a partial natural hedge to the
extent of earnings from their international operations, overall, they have net payables in foreign currency.

The industry saw around 5% capacity addition in FY2025 to reach 855 aircraft as on March 31, 2025. Various
industry players have announced large aircraft purchase orders and as per the indicative numbers, the total
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pending aircraft deliveries is more than 1,600, which are likely to be received over the next 10 years. A reasonably
large part of these is towards replacement of old aircraft with new fuel-efficient ones.

“Engine failures and supply chain challenges had caused 20-22% of the total industry fleet to have been grounded
as of September 2023. This proportion has come down to around 15-17% as of March 2025, corresponding to
around 130 aircraft” Shah added.

Click the here to access our previous press releases and research notes on the sector:

For further information, please contact:

Media Contacts:

Naznin Prodhani Ashwani Singh

Head Media & Communications Deputy Manager - Media & Communications
ICRA Ltd ICRA Ltd

Tel: + (91 124) 4545300, Tel: + (91) 95608 42447

Dir - 4545860 Email:

Email: naznin.prodhani@icraindia.com ashwani.singh@icraindia.com

© Copyright, 2025 ICRA Limited. All Rights Reserved.

All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable. Although
reasonable care has been taken to ensure that the information herein is true, such information is provided 'as is' without any
warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy,
timeliness or completeness of any such information. Also, ICRA or any of its group companies, while publishing or otherwise
disseminating other reports may have presented data, analyses and/or opinions that may be inconsistent with the data,
analyses and/or opinions presented in this publication. All information contained herein must be construed solely as
statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its
contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper / magazine /
agency. The Press Release may be used by you in full or in part without changing the meaning or context thereof, but with
due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution of its Press Releases for
consideration or otherwise through any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency. Today, ICRA and its
subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company, with its shares listed
on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency Moody’s Investors
Service is ICRA’s largest shareholder.

Click on the icon to visit our social media profiles.

£10)] x Jin

LAk A e Sensitivity Label : Restricted



https://www.icra.in/Media/MediaRelease
mailto:ashwani.singh@icraindia.com
https://twitter.com/ICRALimited
https://www.instagram.com/icra_digital/
https://www.facebook.com/ICRAIndiaLimited
https://www.linkedin.com/company/icralimited

