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FACING TURBULENCE

The Indian aviation industry is likely
to post a loss 0fX15,000-17,000 cr
in FY23, says ICRAreport p2



... but, ICRA estimates sector’s
lossin FY23 at about 17,000 cr

High ATF prices,
competition and
international
borrowing remain
dampeners

OUR BUREAU
Mumbai, September 7

The Indian aviation industry
is likely to post a loss of
%15,000-17,000 crore in FY23,
according to ICRA. While the
high ATF prices, intense com-
petition and international
borrowing continue to re-
main a dampener, a year-on-
year growth of 52-54 per cent
in the domestic air traffic
segment will be a respite,
stated the agency’s half
yearly report.

The report said the reduc-
tion in Covid-19 cases is a
booster for the industry. On
a y-0-y basis, in Qt FY23, the
domestic passenger traffic
was higher by 2.04 times at
32.5 million while it was
lower by around 7 per cent
compared to the pre-Covid
level (Q1 FY20). With the
back-to-normalcy in the op-
erating environment driven
by the waning effect of the
pandemic, domestic passen-
ger traffic is expected to wit-
ness 5254 per cent y-oy
growth in FY23.

Recovery in traffic

“A fast-paced recovery in do-
mestic passenger traffic is ex-
pected in FY23, aided by im-
proving demand in both
leisure and business travel
segments,” said  Suprio
Banerjee, Vice President &
Sector Head, ICRA.

ICRA expects the recovery
in domestic passenger traffic
to pre-Covid levels by FY24.
Further, with the resump-
tion of scheduled interna-
tional air operations for In-
dian carriers since March 27,
and the reversion to bilater-
ally agreed capacity entitle-
ments, the international pas-

senger traffic for Indian
carriers is on a strong
growth trajectory  (y-oy

The reduction in Covid-19 cases is a booster for the industry, said
the agency’s half-yearly report reuters

growth of 4.03 times in Q1
FY23) due to pent up de-
mand and is expected to
reach or marginally surpass
pre-Covid levels in FY23.
“Despite an expected im-
provement in passenger
traffic, the industry is estim-
ated to report a net loss of
about 15,000-17,000 crore
this fiscal (as against an es-
timated net loss of %230
crore in FY22), due to elev-
ated ATF prices and the re-
cent depreciation of INR
compared to the dollar, both
of which have a major bear-
ing on the cost structure of
airlines,” said Banerjee.

Return to normalcy
On an aggregate basis, a re-
turn to normalcy will lead to
a recovery in passenger load
factors, which in turn, will
aid revenues; however, elev-
ated ATF prices and INR de-
preciation will continue to
weigh on the earnings of In-
dian carriers in FY23. The ex-
pected re-launch of Jet Air-
ways and the entry of a
low-cost carrier, Akasa Air, is
expected to intensify the
competition for Indian carri-
ers, the credit rating agency
pointed out.

Banerjee explained that in
FY23, the cost headwinds res-
ulted in an increase in air

fares, with domestic yields in
Q1 expected to have in-
creased by 25-30 per cent
over pre-Covid levels.

Debt levels
While the Ministry of Civil
Aviation has discontinued
the fare restrictions with ef-
fect from August 31, a sharp
hike in airfares will be de-
terred by the intense com-
petition and airlines’ endeav-
ours to maintain andjor
expand their market shares.
With the decline in the in-
dustry debt levels towards
the end of FY22 on account
of notable reduction in debt
of Air India before its sale,
the interest burden in FY23 is
expected to be lower. The
debt levels for the industry
are expected to be at around
Ztlakh  crore (including
lease liabilities) as on March
31, 2023.



