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Demand recovery continues in FY2023;
however, earnings to remain constrained
due to cost pressures
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▪ While some airlines have sufficient liquidity and/or financial aid from a strong parent, which is likely to help
them sustain over the near term, for others, the credit metrics and liquidity profile have deteriorated.
Competition is also set to intensify gradually, with the entry of Akasa Air and expected launch of Jet Airways.
Until the RASK-CASK spread improves, the airlines will require funding support to meet expenses. The
outlook for the Indian aviation industry continues to be Negative.

▪ While the capacity deployment restrictions were removed from October 2021, the ASKMs remained low in
FY2022 compared to pre-pandemic levels. During FY2022, the PLF continued to rise gradually post the
second wave of the pandemic i.e. from June 2021. The PLF for FY2022 stood at 73.4%, compared to 86.2% in
FY2020 (pre-Covid levels). During Q1 FY2023, the PLF stood at 80.9%, reflecting an improvement over
FY2022, but still lower than the pre-Covid levels i.e. 88.9% in Q1 FY2020.

Highlights

Given the waning effect of the 
pandemic, the recovery in passenger 
traffic is expected to be fast paced in 
FY2023, with the domestic passenger 
traffic expected to reach pre-Covid 
levels by FY2024. Elevated ATF prices 
and depreciation of the INR against the 
US$ poses a twin challenge for the 
profitability of the airlines. 

ICRA expects the Indian aviation 
industry to report a net loss of         
~Rs. 150-170 billion in FY2023. The 
debt levels (including lease liabilities) 
are expected to be ~Rs. 1,000 billion in 
FY2023. 

▪ For domestic Indian carriers, FY2022 started with a muted demand scenario due to the emergence of Covid
2.0; however, it saw sequential growth from June 2021 till December 2021, before being hit by the Omicron
wave in Q4 FY2022. Despite this, passenger traffic reported a healthy YoY growth of 57.7% in FY2022 on the
back of the fast pace of vaccination and lower incidence of fresh infections post June 2021 and decline in
intensity of the infection. During Q1 FY2023, domestic passenger traffic was short only by 7.33% from pre-
Covid levels (Q1 FY2020).

▪ The scheduled international operations were suspended from March 23, 2020 till March 27, 2022, leading to
a sharp drop in passenger traffic in FY2021 and FY2022 compared to pre-Covid levels. With the resumption
of scheduled international operations since March 27, 2022, international passenger traffic for Indian
carriers is on a growth trajectory and is short only by ~7% in Q1FY2023 when compared to pre-Covid levels.

▪ Despite healthy recovery in passenger traffic, the domestic aviation industry currently faces major
turbulence because of elevated aviation turbine fuel (ATF) prices, and recent depreciation of INR vis-à-vis
the US$, both of which have a major bearing on the cost structure of airlines. Although the yields have
improved significantly (up by 25-30% over pre-Covid levels on domestic routes), the combined impact of
higher ATF prices (currently at ~Rs. 124,400/litre vis-à-vis an average of ~Rs. 61,000/litre over FY2020-22)
and INR depreciation will restrict airlines to turn profitable even in FY2023.



2

1 2 3

54 6

2
www.icra.in

Performance update

Agenda

Outlook - Negative

International traffic trends

Industry trends

Financial analysis
Impact on credit profile of 
domestic airlines

1 2

65



33

7 8 9

www.icra.in

Agenda

Peer comparison Rating actionsDrivers of growth in FY2023 9



4

Mr. Shamsher Dewan

Vice President & Group Head

shamsherd@icraindia.com

+91-9560555399

Ms. Kinjal Shah

Vice President & Co-Group Head

kinjal.shah@icraindia.com

+91-9372922486

Contact Details

Mr. Suprio Banerjee

Vice President & Sector Head

supriob@icraindia.com

+91-9820244979



5

Srinivas Menon

Senior Analyst

srinivas.menon2@icraindia.com

+91-9167322924

Ruchi Shah

Analyst

ruchi.shah@icraindia.com

+91-9409381415

Contact Details



6

L. Shivakumar

Executive Vice-President

shivakumar@icraindia.com

022- 6114 3406

Naznin Prodhani

Head Media & Communications

communications@icraindia.com

0124 – 4545 860

Jayanta Chatterjee

Executive Vice-President

jayantac@icraindia.com

080 – 4332 6401

Business Development/Media Contact Details



7

© Copyright, 2022 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 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.



8

Thank You!


