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Aviation Investment BankingWAR’S SHORT-TERM DISRUPTION

The 2026 Iran conflict has delivered a severe shock to the global aviation industry, potentially the biggest 
disruption since COVID-19, driving jet fuel prices to nearly double pre-war levels, forcing widespread route 

diversions, and pushing airfares higher on major international routes.

Sources of information: CNBC, Insurance Business, Reuters, S&P Capital IQ, Yahoo Finance. 

Airlines have been forced to reroute flights to avoid unsafe
airspace, adding several hours to journey times. Middle
Eastern carriers, like Emirates, Qatar Airways, Etihad, have
had major operational interruptions and financial losses due
to the conflict. At a time when fuel prices are at record
highs, rerouting flights around the region has added hours to
trips and significantly increased fuel burn.

The conflict in the Gulf, particularly affecting the Strait of
Hormuz, has choked off 20% of global oil supply, which
accounts for roughly half of Europe’s jet fuel imports. Oil
prices jumped above $100 per barrel in April 2026, and jet
fuel prices nearly doubled in mere weeks. Airlines
throughout the world are facing billions in extra fuel costs,
reducing their profitability, which they will attempt to offset
in the form of higher fares and new fees to consumers.

Soaring Airfares & Reduced Capacity Safety Risks & Operational Stress

Missile and drone activity has made some airspace
potentially dangerous for civilian aviation, prompting pilot
organizations to demand pilots have final say on flight paths
through conflict zones. Airlines face high operational stress
as they navigate, constantly planning “safe corridors”,
managing crew fatigue, and adjusting routes in real time.

The high cost of fuel, coupled with airline inefficiencies, have
led to massive airfare hikes and reduced capacities on key
routes. Airlines have been forced to cut flights and increase
fuel surcharges to manage costs. Over 4,000 daily flights
were canceled at the peak of disruption in March 2026,
leaving hundreds of thousands of passengers stranded.

Jet Fuel Price Shock Significant Route Disruptions



4

Aviation Investment BankingREAL-WORLD COMMERCIAL EFFECTS

Severe Airspace and Network Disruption: The closure of
major air corridors has forced a dramatic rerouting of global
air traffic, particularly on long-haul routes in EMEA.

Sources of information: NY Times, Reuters, Royal Aeronautical Society, The Economic Times, Yahoo Finance.

Though soldiers, families, and civilian populations in conflict areas bear the war’s most devastating costs, the 
commercial and economic damage rippling through the aviation industry is nonetheless severe.

Global Jet Fuel and Financial Shock: The war has triggered
one of the most significant energy shocks in aviation
history.

◼ Price Spikes: Jet fuel prices more than doubled in
some regions, reaching as high as $230 per barrel in
Singapore in early March 2026.

◼ Strait of Hormuz Closure: The effective closure of
this vital bottleneck has choked off 20% of global oil
supplies and refined fuel products, causing localized
rationing at some airports.

◼ Financial Losses: Major listed airlines have lost an
estimated $53 billion in market value since the start
of the war in February 2026.

◼ Airfare Hikes: Airlines are passing on costs through
fuel surcharges and fare increases of 15% to 35% on
key international routes.

◼ Airspace Closures: Key airspaces, including those of
Iran, Iraq, Kuwait, Bahrain, and the UAE, have been
largely closed to commercial traffic.

◼ Longer Flight Paths: To avoid conflict zones,
aircrafts are being funneled through narrow
corridors over Georgia, Azerbaijan, and Central Asia,
adding up to 3 hours to journeys and significantly
increasing fuel burn.

◼ Mass Cancellations: Between late February and
mid-April 2026, over 52,000 flights to and from the
Middle East were canceled.

◼ Hub Paralysis: World-class hubs like Dubai, Doha,
and Abu Dhabi, which handle roughly 15% of global
air traffic, have seen operations suspended or
drastically reduced.
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Aviation Investment BankingLONG-TERM CONFLICT OR LASTING PEACE?

Strategic and Operational Shifts: The “Gulf model” as an aviation hub is under threat, while other regions are attempting to fill
the gap. Many travelers are rethinking the safety of the Gulf as the peaceful, playful “Riviera” of the Middle East.

◼ Market Share Shifts: Western carriers like Lufthansa, British Airways, and Air France-KLM have redeployed jets to India
and Southeast Asia to capture passengers avoiding Middle Eastern hubs.

◼ Rise of Alternative Hubs: Airports in China and India are gaining market share as new transit points.

◼ Fleet Devaluation: The fuel shock has re-accelerated the retirement of older, less efficient aircraft and increased the
lease rates for new-generation, fuel-efficient widebodies.

◼ Insurance Hardening: Geopolitical risk has led to a “hardening” of the aviation insurance market, with premium
adjustments and heightened scrutiny for flights near conflict zones.

Impact by Region:

Sources of information: BBC, Insurance Business, NY Times, The Economic Times.

Whether this shock proves temporary, as history suggests after other global disruptions, or marks the start of 
a greater dislocation, depends on how long the Strait remains closed and how the conflict unfolds.

Region Distress Level Key Impact

Middle East Full Meltdown
Gulf carrier operations (Emirates, Qatar Airways)
suspended or at 40-60% capacity.

Asia-Pacific High Distress
Heavily exposed to fuel price swings due to low
hedging and major Europe flight rerouting.

Europe Moderate
Many carriers protected by fuel hedging but facing
capacity cuts and route losses to Asian rivals.

North America Moderate
Relatively insulated geographically but exposed to
fuel price spikes as most U.S. carriers don’t hedge.
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Aviation Investment BankingTHE NEW LEADERS

◼ Airlines focused on domestic or short-haul routes with less exposure to the Middle East airspace closures. Examples are U.S.
domestic-heavy legacy airlines and European low-cost carriers flying short routes within Europe.

◼ Premium & luxury travel segments, with wealthier travelers still flying despite price hikes. Airlines report strong premium
demand even as costs rise, with business class and international premium cabins continuing to be the carriers’ profit engines.

◼ U.S. airlines with strategic advantages and/or strong balance sheets (specifically Delta Air Lines). Delta owns its own
refinery and thus has better control over its jet fuel expenses. Additionally, Delta has a strong premium customer base,
which tend to be less price-sensitive. While others are bleeding from fuel costs, Delta appears to have a near-term built-in
hedge.

Sources of information: CNBC, NY Times, Reuters, Yahoo Finance.

The conflict has hit aviation in three core channels:  operational disruptions, jet fuel cost shock, and 
safety-driven demand weakness.  Yet amid the turbulence, a handful of segments have emerged as 

new leaders, positioned for greater stability in the face of this disruption.

The Bottom Line:

In the short term, the Iran war is remaking airline 

economics and creating a new competitive division in the 

global aviation space, yet it remains unclear whether this 

phenomenon will last over the long haul.  Today’s leaders 

have the following attributes:

▪ Attractive fuel strategy through hedging or refinery 

access;

▪ Premium seating class focus or luxury offerings; and 

▪ An optimal route network and geography that is 

currently not dependent on long-haul and Middle 

East hubs. 
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Aviation Investment BankingM&A TRANSACTIONS
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Aviation Investment BankingSELECTED MARKET INDICES
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Aviation Investment BankingSELECTED PUBLIC COMPANY TRADING DATA
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Aviation Investment Banking
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CONTACT INFORMATION

The information and discussion within this report was prepared by Cassel Salpeter & Co., LLC (“CS”) and are meant to provide general information regarding the subject matter. The information has been obtained from
sources that are considered reliable, but CS makes no guarantee or representation as to the accuracy or completeness of such information. This report reflects information known at the time the report was written
and is subject to change.

The discussion reflects the author's current judgement as of the date of this report and does not necessarily reflect the judgements of CS, and furthermore, are subject to change without notice. CS has no obligation to
update, modify, or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, estimate, forecast, or analysis set forth herein, changes or subsequently becomes
inaccurate.

This report does not constitute investment advice with respect to the securities of any company discussed herein, is not intended to provide information upon which to base an investment decision and should not be
construed as such. Professional advice should be obtained before taking any action based on any information or discussion contained herein.


