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Lemon Tree Hotels (LTH) Q1FY22 results were on similar lines of Q1FY21 as  
revenues increased 4% YoY with occupancies up 73bps YoY to 29.6% and ADRs 
declining 10% YOY to Rs2,362 owing to second Covid wave impact. LTH clocked a 
marginal EBITDA loss of Rs1mn vs. Rs44mn of EBITDA in Q1FY21 as expenses were 
up 16% YoY as the company maintained higher operating inventory in anticipation 
of a quick recovery. As per company, Q2FY22 occupancies and revenues are back 
to Q4FY21 levels of Rs10mn/day and management expects revenues to revert to 
pre-Covid levels of Rs15-20mn/day by Q4FY22. We increase our FY22/FY23E 
revenue estimates by 7%/3% and EBITDA estimates by 8%/3%, respectively 
factoring in a faster than expected recovery from H2FY22 onwards. Hence, we 
upgrade our rating to BUY from HOLD with a revised SoTP- based target price of 
Rs49/share (earlier Rs43) as we value the stock on 18x Jun’23E EV/EBITDA. Key 
risks are prolonged impact of Covid on occupancies and room rates in FY22-23E. 
 Second Covid wave impact and higher operating costs impacted earnings: 

Q1FY22 revenue increased 4% YoY to Rs422mn as occupancy improved 73bos YoY 
to 29.6% but ADRS declined 10% YoY to Rs2,362 as second Covid wave impact was 
greater on room rates as compared to Q1FY21. LTH clocked a marginal EBITDA loss 
of Rs1mn vs. Rs44mn of EBITDA in Q1FY21 as expenses were up 16% YoY as the 
company maintained higher operating inventory in anticipation of a quick recovery. As 
per LTH’s management, the gradual decline in Covid cases across India has led to a 
pickup in Q2FY22 with retail/leisure/staycation travel along with MSME also seeing 
improved traction.  

 LTH’s occupancy and ADRs expected to recover from Q2FY22: As per company, 
Q2FY22 occupancies and revenues are back to Q4FY21 levels of Rs10mn/day and 
management expects revenues to revert to pre-Covid levels of Rs15-20mn/day by 
Q4FY22. The company’s cost-saving initiatives have enabled it report a positive 
EBITDA in each quarter of FY21, which may enable it to achieve a 500-700bps EBITDA 
margin improvement once demand normalises. We model an EBITDA margin of 33% 
in FY22E and 42% in FY23E as compared to EBITDA margins of 31% in FY20 and 
24% in FY21. 

 Valuations: Hotels are a deep cyclical business, which is hit first during an economic 
downturn and is the last to recover in an upcycle. Factoring in a faster than expected 
recovery assuming no further Covid waves in FY22E, we increase our FY22/FY23E 
revenue estimates by 7%/3% and EBITDA estimates by 8%/3%, respectively. Hence, 
we upgrade our rating to BUY from HOLD with a revised SoTP- based target price of 
Rs49/share (earlier Rs43) valuing the stock on 18x Jun’23E EV/EBITDA.    
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Table 1: Q1FY22 consolidated result snapshot 
 (Rs mn) Q1FY22 Q1FY21 Q4FY21 YoY (%) QoQ (%) 
Total Operating income  422   407   951  3.7  (55.7) 

      
Raw Materials  108   86   172  25.0  (37.2) 
Personnel Cost  174   178   226  (2.0) (22.8) 
Other Expenses  140   99   268  41.6  (47.7) 
Total Expenses   422   363   666  16.3  (36.5) 

      
EBITDA   (1)  44   285  NM NM 
EBITDA margin (%) (0.2)   10.7   30.0  NM NM 

      
Interest (Net)  432   469   431  (7.9) 0.1  
Depreciation  262   271   261  (3.4) 0.2  
Other Income  21   31   19  (31.8) 12.4  

Exceptional items  -     -     -      
Profit Before Tax   (673)  (665)  (388) NM  NM 
Taxation  (75)  (71)  (142) NM  NM 
Profit After Tax before 
MI/Associate 

 (597)  (594)  (247) NM  NM 

MI/Associate share  196   175   78    
Reported PAT  (401)  (419)  (168) NM NM  
Net margin (%) NM  NM  NM  NM  NM 

Source: Company data, I-Sec research  

 
 

Table 2: LTH Q1FY22 consolidated income statement breakup 
  Total without Keys Hotels Keys Hotels Total 

Rs mn Q1FY22 Q1FY21 
YoY  
chg Q1FY22 Q1FY21 

YoY  
chg Q1FY22 Q1FY21 

YoY  
chg 

Inventory  4,256   4,256  0.0%  936   936  0.0%  5,192   5,192  0.0% 
ADR  2,445   2,796  14.4%  1,737   1,588  -8.6%  2,362   2,626  11.2% 
Occupancy 31.9% 30.3%  (160) 19.1% 22.5%  340  29.6% 28.9%  (70) 
RevPAR  780   847  8.6%  333   357  7.2%  700   759  8.4% 
Revenue from Operations  383   364  -5.0%  38   43  13.2%  421   407  -3.3% 
Total Expenses  373   317  -15.0%  49   46  -6.1%  422   363  -14.0% 
EBITDA   10   47  370.0%  (11)  (3) -72.7%  (1)  44  -4500.0% 
EBITDA Margin (%) 2.6% 12.9%  1,030  -28.9% -7.0%  2,197  -0.2% 10.8%  1,105  
PBT  (600)  (603)  NA   (73)  (74)  NA   (673)  (677)  NA  
Source: Company, I-Sec research 
 
Table 3: LTH operational performance by region – Q1FY21 vs Q1FY22 

  Occupancy Rate (%) Average Daily Rate (Rs) 
Hotel Level 

EBITDAR/Room* (Rs mn) 
Hotel level EBITDAR* 

Margin (%) 

By Region (rooms) Q1FY21 Q1FY22 
Change 

(bps) Q1FY21 Q1FY22 
Change 

(%) Q1FY21 Q1FY22 
Change 

(%) Q1FY21 Q1FY22 
Change 

(bps) 
Delhi (636) 39.3% 38.4%  (91)  3,210   2,298  -28%  0.4   0.0  -91% 34.5% 3.6%  (3,087) 
Gurugram (529) 24.5% 24.0%  (58)  2,983   2,775  -7%  0.1   0.0  -63% 9.7% 3.6%  (612) 
Hyderabad (663) 35.8% 42.1%  628   3,259   2,084  -36%  0.6   0.3  -53% 49.3% 28.7%  (2,056) 
Bengaluru (874) 37.6% 18.6%  (1,898)  1,873   2,000  7%  0.1   (0.1) NM 17.7% -16.4% NM 
Mumbai (303) 38.1% 72.0%  3,396   3,766   2,615  -31%  0.6   0.7  25% 40.3% 37.9%  (235) 

Source: Company, I-Sec Research, * EBITDAR – Earnings before interest depreciation amortization rent 
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Table 4: LTH brand-wise operating performance trend 
Brand* Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 
Lemon Tree Premier          
Occupancy (%) 78.8% 75.4% 70.6% 66.0% 42.2% 48.6% 55.9% 71.7% 45.7% 
ADR (Rs) 4,820  5,069   5,908  5,501 3,176  2,850   2,492   2,624   2,480  
Hotel level EBITDAR/room (Rs mn) 0.2  0.2   0.2  0.2 0.1  0.1   0.1   0.1   0.0  
Hotel level EBITDAR Margin (%) 43.7% 42.5% 46.4% 46.4% 39.6% 39.4% 35.2% 28.3% 20.5% 
Lemon Tree Hotels          
Occupancy (%) 77.4% 72.7% 72.9% 65.6% 27.5% 26.6% 38.9% 56.8% 24.0% 
ADR (Rs) 3,920  3,948   4,514  4,455 2,467  2,498   2,799   2,791   2,527  
Hotel level EBITDAR/room (Rs mn) 0.1  0.1   0.2  0.2 0.0  0.0   0.1   0.1   0.0  
Hotel level EBITDAR Margin (%) 35.0% 34.5% 45.2% 41.4% 9.2% 13.7% 37.0% 34.3% 2.6% 
Red Fox Hotels          
Occupancy (%) 76.1% 77.0% 78.3% 62.1% 23.1% 29.9% 39.7% 50.8% 25.7% 
ADR (Rs) 3,039  3,014   3,591  3,596 2,089  2,296   1,808   1,984   2,075  
Hotel level EBITDAR/room (Rs mn) 0.1  0.1   0.2  0.1 0.0  0.0   0.0   0.1   0.1  
Hotel level EBITDAR Margin (%) 42.4% 41.2% 53.4% 42.8% 12.0% 8.7% 41.8% 22.7% 11.7% 

Source: Company, I-Sec Research, * *Excludes Aurika and Keys Hotels performance | EBITDAR – Earnings before interest depreciation, 
amortisation and rent 

 
Table 5: Key operating assumptions for LTH 

Owned +  
Leased Rooms FY19 FY20 FY21 FY22E FY23E FY24E 
Total Rooms  3,570   5,192   5,192   5,192   5,192   5,192  
ADR (Rs)  4,180   4,327   2,803   3,445   4,219   4,838  
Occupancy (%) 76% 71% 41% 56% 66% 70% 
RevPAR (Rs)  3,177   3,072   1,135   1,927   2,781   3,407  

Source: Company, I-Sec research  
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Valuation 
Hotels are typically a capital intensive and deep cyclical business, which are usually hit 
the first during an economic downturn and are the last to recover in an upcycle. We 
expect a similar story to play out post Covid with industry occupancies expected to 
recover to pre-Covid levels only in FY24E. Hence, we believe that an EV/EBITDA 
multiple is the appropriate valuation methodology to value hotel companies across 
cycles.  

Upgrade to BUY  

We increase our FY22/FY23E revenue estimates by 7%/3% and EBITDA estimates 
by 8%/3%, respectively factoring in a faster than expected recovery from H2FY22 
onwards and expect ADRs and occupancies to reach pre-Covid levels in FY24E. 
Hence, we upgrade our rating to BUY from HOLD with a revised SoTP- based 
target price of Rs49/share (earlier Rs43/share) as we value the stock on 18x 
Jun’23E EV/EBITDA (earlier Mar’23E EV/EBITDA).  

We believe the key positives that should enable LTH to benefit from a recovery in hotel 
cycle are: 

 Capital raise of Rs1.75bn from APG in FY21 provides adequate liquidity cushion to 
manage debt for FY22E-FY23E along with further possible infusion of Rs1.25bn and 
rights/QIP issue of up to Rs1.5bn. 

 LTH’s cost-saving initiatives have already borne fruit with the company achieving 
EBITDA breakeven in FY21 and we expect more lasting cost-saving initiatives to 
drive a 500-700bps EBITDA margin improvement once demand normalises. 

 LTH operates largely in the midscale and upper midscale segments along with a 
higher share of domestic customers (85%), which is likely to see faster demand 
recovery as compared to international customers.  

 Key risks to our call are a longer than expected Covid-19 impact on international 
and domestic travel and lower than expected recovery in room rates across the LTH 
portfolio. 

Table 6: SoTP valuation of Lemon Tree Hotels 
June 2023 EBITDA (Rs mn) 3,093 
EV/EBITDA multiple (x) 18 
Gross Enterprise Value (Rs mn) 55,665 
Add: Capital WIP in upcoming assets (Mumbai Aurika) – Rs mn 4,500 
Less: June 2023 Net Debt (Rs mn) (15,581) 
Less: June 2023 Minority Interest (Rs mn) (5,857) 
LTH Equity Value/Target Price (Rs mn) 38,727 
Equity Value per Share (Rs) 49 

Source: I-Sec research  
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Financial summary 

Table 7: Profit & Loss statement 
(Rs mn, year ending March 31) 

 FY21P FY22E FY23E FY24E 
Net Sales 2,517 3,912 6,235 7,870 
Operating Expenses 1,904 2,625 3,622 4,533 
EBITDA 613 1,287 2,612 3,337 
  % margins 24% 33% 42% 42% 
Depreciation & Amortisation 1,076 1,241 1,259 1,259 
Interest expenses 1,817 1,795 1,808 1,820 
Other Income 133 59 94 118 
Exceptional items - - - - 
PBT (2,147) (1,691) (361) 376 
Less: Taxes (322) (406) (87) 90 
PAT before 
Minority/Associate (1,825) (1,285) (274) 286 
Minority/Associate share 555 (14) 272 (12) 
Net Income (Reported) (1,270) (1,299) (2) 274 

Source: Company data, I-Sec research,  
 

Table 8: Balance sheet 
(Rs mn, year ending March 31) 

 FY21P FY22E FY23E FY24E 
Assets     
Total Current Assets 5,279 4,714 6,156 7,574 
  of which cash & cash eqv. 1,411 1,820 1,553 1,764 
Total Current Liabilities & 
Provisions 1,870 1,830 2,864 3,607 
Net Current Assets 3,409 2,883 3,292 3,967 
Goodwill/Investments 79 79 79 79 
Net Fixed Assets 30,964 29,722 28,464 27,205 
Capital WIP 2,418 3,018 3,718 4,718 
Total Assets 36,869 35,702 35,553 35,968 
     
Liabilities     
Borrowings 16,850 17,000 17,150 17,300 
Equity Share Capital 7,903 7,903 7,903 7,903 

Reserves & Surplus* 1,272 
-             

28 
-             

30 244 
Net Worth 9,175 7,875 7,873 8,147 
Minority Interest 6,174 6,156 5,859 5,850 
Lease Liability 4,671 4,671 4,671 4,671 
Deferred Taxes - - - - 
Total Liabilities 36,869 35,702 35,553 35,968 

Source: Company data, I-Sec research 
 

Table 9: Cashflow statement 
(Rs mn, year ending March 31) 

  FY21P FY22E FY23E FY24E 
PBT (2,147) (1,691) (361) 376 
Depreciation 1,076 1,241 1,259 1,259 
Interest expenses 1,890 1,736 1,714 1,702 
Interest income/dividend - - - - 
Non-Cash Adjustments (140) (50) (323) (29) 
Working Capital Changes (324) 934 (675) (464) 
Taxes Paid 96 406 87 (90) 
Operating Cashflow  451 2,577 1,701 2,754 
Capital Commitments (644) (600) (700) (1,000) 
Free Cashflow  (194) 1,977 1,001 1,754 
Interest income/dividend - - - - 
Other investing cashflow (12) 59 94 118 
Cashflow from Investing 
Activities (656) (541) (606) (882) 
Issue of Share Capital 1,752 - - - 
Inc (Dec) in Borrowings 1,075 150 150 150 
Interest expenses (969) (1,795) (1,808) (1,820) 
Dividend paid - - - - 
Others (745) 18 297 9 
Cashflow from Financing 
activities 1,112 (1,628) (1,360) (1,661) 
Chg. in Cash & Bank 
balances 907 408 (266) 211 

Source: Company data, I-Sec research 
 

Table 10: Key ratios 
(Year ending March 31) 

  FY21P FY22E FY23E FY24E 
Per Share Data (Rs)      
EPS  (1.6) (1.7) (0.0) 0.4  
Cash EPS (0.2) (0.1) 1.6  2.0  
Dividend per share (DPS)  0.0  0.0  0.0  0.0  
Book Value per share (BV)  11.7  10.1  10.1  10.4  
     
Growth (%)      
Net Sales  (62.4) 55.4  59.4  26.2  
EBITDA   (74.3) 109.9  103.0  27.7  
PAT   NM NM NM NM 
     
Valuation Ratios (x)      
P/E   (25.2) (24.7) NM 116.8  
P/BV  3.5  4.1  4.1  3.9  
EV / EBITDA  88.1  41.8  20.6  16.1  
EV / Room 12.7  12.4  12.4  10.7  
EV / Sales 21.5  13.7  8.6  6.8  
Dividend Yield 0.0  0.0  0.0  0.0  
     
Operating Ratios     
Debt/EBITDA (x) 27.5  13.2  6.6  5.2  
Net D/E 1.7  1.9  2.0  1.9  
     
Profitability/Return Ratios (%)      
RoE (13.3) (15.2) (0.0) 3.4  
RoCE (0.9) 0.3  3.9  5.8  
EBITDA Margins   24.4 32.9 41.9 42.4 
Net Income Margins   (50.5) (33.2) (0.0) 3.5 

Source: Company data, I-Sec research 
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