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MUMBAI: Bargain-basement fares, high oil prices and a tum-
bling rupee are causing turbulence in India’s hyper-competi-
tive aviation market, virtually wiping out airlines’ profits and
leaving them scrambling to cut costs to survive.

India’s aviation sector is expected to become the world’s
third-largest by 2025, with passenger numbers increasing
six-fold over the past decade as a growing middle class take
advantage of better connectivity and inexpensive flights. But
experts warn cheap tickets and an over-reliance on favorable
fuel pricing is unsustainable.

India’s top two airlines by market share, IndiGo and Jet
Airways, and debt-laden state carrier Air India are all suffer-
ing financial woes, while SpiceJet’s boss has said the industry
is in “great stress”. “The rise in the price of Brent fuel, a
depreciating rupee and a resulting mismatch between high
fuel prices and low fares have adversely impacted the Indian
aviation industry, including Jet Airways,” Jet CEO Vinay Dube
said this week. Brent crude has risen 50 percent over the past
year, while the impact has been exacerbated by the rupee
recently touching a record low of 70 to the dollar.

Then they must pay taxes of up to 44 percent on jet fuel,
the highest in Asia according to Bloomberg News, all the

while stumping up billions for new planes to keep up with
passenger demand.

Profits nosedive
On Monday, Jet Airways reported a loss of 13.23 billion

rupees ($189 million) for the
three months ended June 30,
compared with a profit of 535
million rupees for the same peri-
od a year earlier.

“The key challenge faced by
Indian airlines is on the cost front
as 60-70 percent of expenditure
is exposed to fluctuations in oil
prices and currency markets,”
Binit Somaia, South Asia director
at the Centre for Aviation
(CAPA), said. Millions of dollars
have been wiped off the value of Jet’s stock this year and its
financial situation has been the subject of furious speculation
in Indian media in recent weeks. That intensified after the car-
rier failed to release its first-quarter earnings as scheduled

earlier this month, before finally releasing them on Monday
showing a second successive loss. In July, it denied a report in
the Economic Times that it needed to make major cost cuts or
face having to shut down operations within 60 days.

But the carrier announced with its earnings Monday that it
would implement a “comprehen-
sive cost reduction program”
amounting to 20 billion rupees
over the next two years and seek
investment to help turn around its
fortunes. 

“Airlines can’t solely rely on
oil prices being low to bring in
profitability. They need to be
careful with pricing and manage
costs better,”  said Amrit
Pandurangi, an independent avi-
ation expert. Jet’s struggles are

not unique. IndiGo’s profits plunged 97 percent on-year in
April-June, sending its stock plunging. And Air India, once
the country’s monopoly airline and known affectionately as
the “Maharaja of the skies”, has been haemorrhaging mon-

ey for years and losing market share to low-cost rivals.

‘Ongoing crisis’ 
Air India is about $8 billion in the red and reported losses of

almost 58 billion rupees for the financial year ending March
2017. In June, it sought an urgent loan of 10 billion rupees to
maintain day-to-day operations and last week, local media
reported it was defaulting on bank loan payments and had
sought a $5 billion bailout. A handful of carriers, most notably
fugitive tycoon Vijay Mallya’s Kingfisher Airlines, have already
gone bust. Airlines have to navigate a fiercely competitive mar-
ket, with a host of budget airlines offering steep discounts to
attract passengers. Some tickets, before taxes, are as low as 999
rupees. Analysts agree that Indian airlines cannot hold off pass-
ing on the rising operating costs to customers much longer.
“Pricing has been irrational and unsustainable. Airlines will have
to raise fares in the coming months to match costs even if it
means a subsequent passenger crunch,” Devesh Agarwal, editor
of the Bangalore Aviation website, said. They also say carriers
must lobby the government to reduce taxes. “Indian airlines
need to avoid price wars... and provide a much unified front to
tackle the ongoing crisis,” said Pandurangi. — AFP

India’s airlines go into a tailspin 
Cheap fares, costly fuel and sinking rupee cause turbulence 
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MUMBAI: In this file photo, an Airbus A330 of India’s Jet Airways landing during rain showers in Mumbai. Bargain-basement fares, high oil prices and a tumbling rupee are causing turbulence in India’s
hyper-competitive aviation market, virtually wiping out airlines’ profits and leaving them scrambling to cut costs to survive. — AFP

Canada and US 
resume NAFTA 
talks amid 
rising optimism
WASHINGTON: Canada has three days to
tackle contentious issues when it resumes
talks with the United States yesterday to sal-
vage the trilateral North American Free
Trade Agreement amid signs Ottawa was
open to taking a more conciliatory approach.

After more than a year of talks, Mexico
and the United States announced a bilateral
deal on Monday, clearing the way for Canada
to rejoin talks to update 24-year-old NAFTA
which accounts for over $1 trillion in annual
trade between the three nations.

But despite obstacles, Canada and the
United States could reach an in-principle
deal by the Friday deadline. “We are opti-
mistic about having some very good, pro-
ductive conversations this week,” Canadian
Foreign Minister Chrystia Freeland said yes-
terday told reporters as she entered the US
Trade Representative’s Office.

Freeland said on Tuesday that Mexico’s
concessions on auto rules of origin and labor
rights was a breakthrough. Ottawa is also
ready to make concessions on Canada’s pro-
tected dairy market in a bid to save a dis-
pute-settlement system, The Globe and Mail
reported late on Tuesday.

“We’re hearing that there’s a lot of
progress being made and that it’s possible
that ... we’ll be able to see something some-
time soon,” Kevin Hassett, Chairman of the
White House Council of Economic Advisers,
told Fox Business Network yesterday.

“Absolutely, the Friday deadline is a real
thing ... and we hope that Canada will be part
of that,” Hassett said. The three countries are
aiming to seal a trade pact by Friday to allow
Mexican President Enrique Pena Nieto to
sign it before he leaves office at the end of
November. The timeline accommodates a 90-
day waiting period under US trade law before
President Donald Trump can sign the pact.
Republicans also face mid-term elections in
November and Prime Minister Justin Trudeau
a national one expected by October 2019.
After being sidelined from the talks for more
than two months, Freeland will be under pres-
sure to accept terms the United States and
Mexico worked out. The US Congress also
wants a deal that includes Canada. “The fact
that agreement on those difficult issues for

Mexico was able to be reached definitely
clears the way for us to have significant, sub-
stantive, and I hope productive, conversations
with the US this week,” Freeland said after a
brief meeting with US Trade Representative
Robert Lighthizer.

Sticking points 
Freeland dodged questions on Tuesday on

what points Canada would be willing to con-
cede on, noting that Ottawa’s key issues are
well known. US President Donald Trump
warned he could proceed with a deal with
Mexico alone and levy tariffs on Canada if it
does not come on board with the revised
trade terms. One of the issues for Canada in
the revised deal is the US effort to dump the
Chapter 19 dispute resolution mechanism
that hinders the United States from pursuing
anti-dumping and anti-subsidy cases.
Lighthizer said on Monday that Mexico had
agreed to eliminate the mechanism.

To save that mechanism, Ottawa plans to
change one rule that effectively blocked
American farmers from exporting ultrafil-
tered milk, an ingredient in cheesemaking, to
Canada, the Globe and Mail reported, citing
sources. Canadian government officials were
not available for an immediate comment on
Wednesday. On Tuesday, Trudeau said he
would defend Canada’s dairy farmers.

Other hurdles include intellectual proper-
ty rights and extensions of copyright protec-
tions to 75 years from 50, higher threshold
than Canada has previously supported.

“I think that what they probably need by
Friday is some indication from Canada to the
Americans that it’s ready to play ball, that

they’re ready to negotiate in good faith,” said
Mark Warner, a trade lawyer with MAAW
Law, which specializes in Canadian and US
law. “If Chrystia Freeland goes down there
and she starts going on and on about red
lines again, then I think it’s all over,” he
added. — Reuters

WASHINGTON, DC: Canadian Foreign Minister Chrystia Freeland walks to the waiting
media on Tuesday in Washington, DC. Freeland arrived in Washington to rejoin trilateral
trade negotiations, after interrupting a trip to France, Germany and Ukraine. — AFP


