HIGHERAIRCRAFT INDUCTION KEY REASON

Airlines set to step
up bank borrowing
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BANK LENDING TO the avia-
tion sectorisexpectedtorisein
2026 after touching a three-
year low last year, driven by a
fresh round of aircraft induc-
tions, higher statfing costs and
growing overseas operations,
according to airline executives
and banking data.

Industry executives told FE
thatairlines are likely to return
tobanks as they prepare totake
delivery of a larger number of
aircraft, expand international
networks and manage higher
lease rentals,fuel costs and for-
eign exchange exposure.
Increased hedging require-
ments amid aweakening rupee
are also expected to add to
funding needs.

“Increased hiring due tonew
flight duty norms, coupled with
setting up ground staff at inter-
national hubs,will push overseas
payouts up in 2026,which typi-
cally means higher borrowing,’
an airline executive said.

Airlines are collectively
expectedtoaddaround 130-140

~ period of 2024

aircraftin 2026,including10-15
wide-body planes as expansion
plans pick up pace.This follows a
slower year in 2025, when
domestic carriers added an esti-
mated 85-95 aircraft,compared
with nearly 1301in 2024.IndiGo
inducted 64 aircraft during the
year,while AirIndiaadded about
23 and AkasaAirthree.

According to executives,bor-
rowing requirements are likely
to increase from 2026-27 as
deliveries of wide-body aircraft
accelerateand domestic carriers
expand further into long-haul
international markets.

Rising costs are another
factor. Nearly half of airline
expenses such as fuel, aircraft
leases and maintenance are
denominated in dollars, mak-
ing carriers vulnerable to cur-
rency volatility.

The expected rise in bor-
rowing comes after a sharp
slowdown in 2025. Net bank
borrowing by the aviation
industrytelltoX2,183 crorein
2025 (up to November 28),
from 6,700 crore in the cor-
responding period of 2024
and 16,003 crore in 2023,

according to Reserve Bank of
India sectoral credit data. Net
borrowing retlects the ditfer-
ence between fresh loans
raised and repayments made
during the period.

Despite the fall in net bor-
rowing, overall bank exposure
to the sector continued to rise.
Total outstanding loans to the
aviation industry increased to
348,649 crore as of November
28,2025,from3I46,446 crorea
year earlier and 39,746 crore
in 2023, RBI data showed.

Outstanding credit to avia-
tion grew 4.7%o year-on-year at
the end of November 2025,
sharply lower than the 16.7%
growthseenin 2024 and 67.4%
in 2023, retlecting the sector’s
cautious borrowing stanceamid
financial stress.

Losses remain a concern.
According to Icra,the domestic
aviation industryis expected to
post a collective net loss of
X17,000-18,000 crore 1in
FY26, higher than its earlier
estimate of ¥9,500-10,500
crore, potentially reinforcing
the need for external funding
as expansion resumes.



