Air Travel Growth could be Less Than
Expected; Cos Stare at Deeper Losses
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Mumbai: Icra has cut 1ts
growth forecast for India’s civil
aviation sector to 4-6% this fi-
scal year, from 7-10% 1n FY25,
citing cross-border tensions,
capacltydisruptions, andconti-
nued hesitancy among many
air travellers after the AirIndia
plane crash in June.

The market remained sluggish
In August, underlined by flat pas-
senger traffic growth while airli-
nes grappled with fuel costs, gro-
unded planes, and weak demand.

Domestic passenger traific was
at13.17 million in August, almost
unchanged from 13.13 million a
year earlier, though higher than
July’s 12.61 million, according to
Icra. For the April-August pe-
riod, trafficrose2.2% year-on-ye-
arto67.75million passengers.

With demand staying subdued,
airlinesadded 5.8 % fewer capaci-
ty In August compared to a year
earlier and largely unchanged
from July.

“While overall passenger trat-
fichassotfarheld steady, ongoing
geopolitical and operational he-

adwinds warrant close monito-
ring for potential downside
risks,” Icra said.

Notably, International opera-
tions remain relatively stronger.
In July, Indian carriers flew 2.96
million passengers overseas, a
6.7% rise from a year earlier, and
6.8% higher than June. For
April-July, the total was 11.73
million, up10%.

Even so, Icra trimmed its FY26
international growth estimate to
13-15% from 15-20%, citing safety
concerns and regional tensions.

On the financial front, airlines
are staring at deeperlosses. Thera-
ting agency expects iIndustrywide

net losses to nearly double to
T95,000-1,05,000 crore this fiscal
from 55,000 crore last year. This 1s
due to Increasing aircraft deliveri-
es In a scenario of softening de-
mand, foreign exchange pressures,
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Flat August traffic at
131.7 lakh prompts
Icratolower FY26
domestic growth
forecastto 4-6%

and higher lease rentals.

Fuel, which makes up 30-40%
of operating costs, remains a
drag despite some relief—ATF
prices averaged %95,181/KL In
F'Y25, 8% lower from a year earli-
er. Prices have fallen 10% 1n the
firstfive monthsof FY26.

Operational constraints are ad-
ding to the pressure at airlines.
Supply chaln issues and Pratt &
Whitney engine failures have
kept more than 130 aircraft gro-
unded as of March 2025, around
15-17% of the industry’sfleet.

Although the situation has 1im-
proved, airlines continue to de-
pend on costly wet leases and fa-
ce higher expensesiromreduced
fuel efficiency. Crew shortages
have also led to cancellations
and delays, further testing
passenger confidence.

Icra has maintained a “Stable”
outlook on the sector, citing stea-
dy vields and high load factors
that are cushioning costs. But
with tratfic growth tapering, los-
ses wldening, and global head-
winds intensifying, India’s avia-
tion Industry 1s set for a year of
consolidation rather than
lift-off, 1t said.



