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Muted performance, upbeat outlook! 
 Lemon Tree Hotels (LTH) Q1FY22 was disappointing. ARR decline and 

flat occupancies YoY were key disappointments. Healthy recovery 
from Jul’21 pin hopes of revival. Mgmt remains upbeat with Q2FY22 
performance to be similar to Q4FY21 (220% of Q1FY22), Q3FY22 to be 
75-80% and Q4FY22 to be similar to pre-covid. Cost rationalization 
benefits are likely to be structural. Low-inventory supply and 
consolidation are likely to be other benefits. LTH with its superior 
positioning in ~Rs 4-5k ARR bracket in mid-market segment, high-
dependency on domestic clients (~85-90%) and room revenues (~75%) 
is well-poised for recovery especially as corporate travel revives.  

 We marginally increase our FY22 estimates and maintain FY23/24E. 
We have factored additional Rs 1.25bn fund infusion by APG in FY22 
(Rs 1.75bn in FY21) and conversion of Rs 3bn CCPS into equity in FY24 
@ Rs 60/sh. Reiterate Reduce with TP of Rs 43 @ 20x Jun-23E EV/ 
EBITDA (previous TP Rs 43 @ 20x Jun-23E EV/E). The worst phase for 
the industry is likely behind. But, revival may be gradual to hit the 
historic ~75% occupancies and Rs 4-5k ARR in our view. Expect LT to 
undergo time correction similar to trailing six months.  

Key operating and financial highlights  
LT revenue stood at Rs 422mn, up modest 3.7% YoY. LT/IHCL/Chalet/EIH 
revenue were 27/37/27/30% of Q1FY20. EBITDA was Rs -1mn vs. Rs 44mn 
YoY (and Rs 448mn in Q1FY20). Costs control is appreciable but revival in 
revenues is inevitable. Cash profit for Q1FY22 stood at Rs -336 mn vs Rs 
28/-6 mn in Q1FY21/Q4FY21 
 
Operating inventory stood at 87.9% of total inventory against 71.5% in 
Q1FY21. Occupancy stood at 29.6% (vs 28.9/55.8% YoY/QoQ). ARR Rs 
2,362 (vs. Rs 2,626/2,498 YoY/QoQ viz. -10.1/-5.4%) and thus RevPAR Rs 
700 (vs 759/1,481 YoY/QoQ viz. -7.8/-52.7%). However, Jul has seen a 
healthy revenue recovery with further improvement in Aug’21. Mgmt 
attributed muted performance to mix change between traditional vs. non-
traditional (Covid, Vande Bharat etc in Q1FY21) business YoY.  
 
 Q1FY22 Result (Rs Mn) 

Particulars Q1FY22 Q1FY21 YoY (%) Q4FY21 QoQ (%) 

Revenue 422 407 3.7 951 (55.7) 

Total Expense 422 363 16.3 666 (36.5) 

EBITDA (1) 44 (101.8) 285 (100.3) 

Depreciation 262 271 (3.4) 261 0.2 

EBIT (262) (227) 15.4 24 (1187.1) 

Other Income 21 31 (31.8) 19 12.4 

Interest 432 469 (7.9) 431 0.1 

EBT (673) (665) 1.2 (388) 73.3 

Tax (75) (71) 5.9 (142) (46.7) 

RPAT (401) (419) (4.2) (168) 138.6 

APAT (401) (419) (4.2) (168) 138.6 

   (bps)  (bps) 

Gross Margin (%) 92.4 94.3 (188) 92.7 (29) 

EBITDA Margin (%) (0.2) 10.7 (1090) 30.0 (3019) 

NPM (%) (95.2) (103.0) 779 (17.7) (7749) 

Tax Rate (%) 11.2 10.7 50 36.5 (2528) 

EBIT Margin (%) (62.2) (55.9) (634) 2.5 (6478) 
 

 

CMP Rs 41 

Target / Upside Rs 43 / 7% 

NIFTY 16,364 

Scrip Details  

Equity / FV Rs 7,904mn / Rs 10 

Market Cap Rs 34bn  

 USD 460mn 

52-week High/Low Rs 50/ 25 

Avg. Volume (no) 3,766,820 

Bloom Code LEMONTRE IN 

Price Performance 1M 3M 12M 

Absolute (%) (6) 7 38 

Rel to NIFTY (%) (11) (6) (5) 
 

Shareholding Pattern 

 Dec'20 Mar'21 Jun'21 

Promoters 25.9 25.9 25.9 

MF/Banks/FIs 15.8 15.3 14.2 

FIIs 22.5 22.8 22.2 

Public / Others 35.9 36.0 37.8 
 

Valuation (x) 

 FY22E FY23E FY24E 

P/E (30.7) (15025.9) 85.1 

EV/EBITDA 51.1 18.3 15.0 

ROE (%) (12.0) 0.0 3.6 

RoACE (%) 0.9 5.4 6.8 
 

Estimates (Rs mn) 

 FY22E FY23E FY24E 

Revenue 4,082 7,138 8,604 

EBITDA 1,089 3,111 3,849 

PAT (1,110) (2) 401 

EPS (Rs.) (1.3) 0.0 0.5 
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Key takeaways from conference call 
 
Demand Highlights  

 LTH Q1FY22 was muted YoY as Q1FY21 included higher ARR covid, 
healthcare workers etc business. Q1FY22 had higher proportion of retail 
(staycation) business at lower pricing.  

 
 Occupancy and demand Overview in trailing year 

Quarter Occupancy Demand Type 

Q4FY20 61% 95% from regular business 

Q1FY21 29% Majority Quarantine business 

Q4FY21 56% (operational 59%) Majority business was contributed by retail, 
followed by SME. 

Q1FY22 29% 20% - quarantine business, 80% - non quarantine 

Source: DART, Company 

 However, management remains upbeat of healthy recovery. QTD revenue 
has exceeded Q1FY22. Mgmt expects Q2FY22 revenues to be ~220% of 
Q1FY22 (and similar to Q4FY21). Further, Q3FY22 (~Rs 15mn/day) to be 75-
80% of pre-covid and Q4FY22 (~Rs 17.5mn/day) to be similar to pre-covid 
run-rate.  

 SME business has started coming back and corporate business is expected 
to come back. 

 Keys Hotel performance was impacted due to higher share of rooms from 
Bangalore and Kerala.  

 Gurugram and Bangalore are expected to see late revival due to dependency 
on IT industry and oversupply in Gurugram. 

 
Long term Industry Trends 

 Management highlighted pan industry occupancy normalization will be 
followed by ADR normalization but with a 3-month lag.  We believe this may 
take around 6-12 months’ post demand normalization.  

 3-5% of corporate travel demand will be permanently erased due to work 
from home, cost cuttings etc. Corporate travel accounts for 20% of the 
business. Retail which comprises of ~40% of total demand is growing at a 
CAGR of 15-20%. The retail room rates are ~1.25x of portfolio average. Thus 
overall impact on revenue should be negligible to positive.  

 
Consolidation / Supply overview 

 Management believes a decent proportion of hotels won't be coming back. 

 When hotels re-open, it takes upto 1.5 years to be operational on account 
of renovation and staff training. 

 ECLGS scheme beneficial only for loans >Rs5 bn. Thus standalone hotels may 
find it difficult to avail the benefit of the scheme. 

 Management believes consolidation is likely in 6-12m as moratorium 
benefits starts receding.  
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Debt & Liquidity 

 Management highlighted that the EBIDTA impact of the increase in inventory 
of ~1800 rooms (Keys, Pune, Kolkata and Udaipur), which occurred just prior 
to COVID is yet to be reflected. This has led to rise in debt. Assuming ~Rs 
10mn cost of construction/room, a large proportion of debt is attributable 
to new additions. Since these are in premium categories with high 
EBITDA/room potential, on recovery the growth in EBITDA too would be 
steep making EBITDA to debt ratio reasonable. Thus, the management does 
not wish to further raise funds. 

 Net debt increased by Rs 580mn QoQ (Rs 340mn operating loss, Rs 120mn 
capex on Mumbai Aurika and Rs 120mn working capital and interest) to ~Rs 
20bn. Management highlighted that since major debt repayments are after 
6-7 years, company needs to service ~Rs 100 crores of debt obligations this 
year which can be funded by ECLGS scheme in the worst case.  

 
 Actual vs. Estimates 

(Rs Mn) Actual Estimates % Variance Comments 

Revenue  422 484 (13.0) LT's Q1FY22 revenues were 
below estimates on muted 
expectations. Yet, EBITDA 
was better than estimate led 
by robust cost controls. 

EBITDA  (1) (12) (93.7) 

EBITDA Margin (%) (0.2) (2.6) 239 bps 

PAT  (401) (481) (16.7) 

Source: DART, Company   

 Change in estimates 

Rs Mn 
FY22E FY23E 

Comments 
New Old Chg % New Old Chg % 

Revenue (Rs Mn) 4,082 3,858 5.8 7,138 7,085 0.8 Our estimates for FY23/24E 
are largely unchanged. 
Increase in FY22E led by 
healthy bounce back in 
Jul/Aug.  

EBITDA (Rs Mn) 1,089 902 20.8 3,111 3,075 1.2 
EBITDA Margin (%) 26.7 23.4 330 bps 43.6 43.4 18 bps 

APAT (Rs Mn) (1,110) (1,297) (14.4) (2) (38) (94.0) 

Source: DART, Company 

 Consolidated Quarterly Financials 

Rs Mn Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Chg  
YoY (%) 

Chg  
QoQ (%) 

Revenue 407 476 684 951 422 3.7 (55.7) 

Cost of F&B 23 32 54 69 32 37.7 (53.9) 

Employee costs 178 143 158 226 174 (2.0) (22.8) 

Other expenses 162 218 271 371 216 33.3 (41.7) 

Total Operating Cost 363 393 483 666 422 16.3 (36.5) 

EBITDA 44 83 201 285 (1) (101.8) (100.3) 

D&A 271 270 273 261 262 (3.4) 0.2 

Finance Cost (net) 469 463 454 431 432 (7.9) 0.1 

Other Income 31 60 22 19 21 (31.8) 12.4 
Share of profit/(loss) of 
associates (12) (7) (1) (21) 

(1) (94.1) (96.6) 

PBT (677) (597) (505) (409) (673) (0.5) 64.8 

Tax (71) (61) (48) (142) (75) 5.9 (46.7) 

PAT (606) (536) (457) (267) (598) (1.2) 123.9 

Minority Interest (187) (164) (145) (99) (197) 5.4 98.9 

APAT (419) (372) (312) (168) (401) (4.2) 138.6 

Source: DART, Company  
 

Increase in other 
expenses YoY on 
account of higher 
share of revenues from 
retail and 
consequently higher 
commissions 
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 Margin Analysis 

% of Net revenue Q1FY21 Q2FY21 Q3FY21 Q4FY21 Q1FY22 Chg YoY 
(bps) 

Chg QoQ 
(bps) 

Revenue  100.0 100.0 100.0 100.0 100.0 - - 
Cost of food and beverages consumed 5.7 6.8 7.8 7.3 7.6 188 29 

Employee benefits expense 43.7 30.0 23.1 23.7 41.3 (238) 1,758 

Other expenses 39.9 45.8 39.7 39.0 51.3 1,141 1,232 

Operating Cost 89.3 82.5 70.6 70.0 100.2 1,090 3,019 

EBITDA 10.7 17.5 29.4 30.0 (0.2) (1,090) (3,019) 

D&A 66.6 56.8 40.0 27.5 62.1 (456) 3,459 

Finance Cost (net) 115.2 97.4 66.4 45.3 102.4 (1,283) 5,706 

Other Income 7.7 12.6 3.3 2.0 5.0 (262) 306 
Share of profit/(loss) of  
associates (2.9) (1.4) (0.1) (2.2) (0.2) 278 200 

PBT (166.4) (125.4) (73.9) (43.0) (159.8) 665 (11,678) 

Tax (17.5) (12.9) (7.0) (14.9) (17.9) (38) (300) 

PAT (148.9) (112.5) (66.9) (28.1) (141.9) 703 (11,378) 

Minority Interest (45.9) (34.5) (21.2) (10.4) (46.7) (76) (3,629) 

APAT (103.0) (78.1) (45.7) (17.7) (95.2) 779 (7,749) 

Tax as % of PBT 10.5 10.3 9.4 34.6 11.2 68 (2,345) 

Source: DART, Company 

 
 Key assumptions table 

Particulars FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22E FY23E FY24E 

Rooms (No) 2,537 2,727 2,822 3,019 3,277 3,570 5,192 5,192 5,192 5,192 5,192 
ADR (Rs) - - - 3,449 3,896 4,180 4,327 2,577 2,889 4,033 4,519 
Occupancy (%) - - - 76.8% 75.9% 76.3% 71.5% 39.9% 54.6% 69.6% 74.1% 
RevPAR (Rs) - - - 2,648 2,955 3,190 3,093 1,029 1,577 2,807 3,349 
Room Revenue (Rs Mn) 1,450 1,867 2,411 2,717 3,345 3,880 4,760 1,949 3,046 5,282 6,281 
Non-Room Rev (Rs Mn) 767 1,037 1,268 1,404 1,498 1,624 1,935 568 1,037 1,856 2,323 
Total Revenue (Rs Mn) 2,217 2,904 3,680 4,121 4,843 5,504 6,694 2,517 4,082 7,138 8,604 
Operating expenses 1,984 2,397 2,668 2,956 3,481 3,817 4,311 1,905 2,993 4,027 4,754 
EBITDA (Rs Mn) 233 507 1,012 1,165 1,361 1,688 2,383 613 1,089 3,111 3,849 
EBITDA margin (%) 10.5 17.5 27.5 28.3 28.1 30.7 35.6 24.3 26.7 43.6 44.7 
        

    
Change YoY (%/bps)            
Rooms (No) 32.1 7.5 3.5 7.0 8.5 8.9 45.4 - - - - 
ADR (Rs)     13.0 7.3 3.5 (40.5) 12.1 39.6 12.0 
Occupancy (%)     (1.2) 0.5 (6.3) (44.1) 36.7 27.5 6.5 
RevPAR (Rs)     11.6 8.0 (3.0) (66.7) 53.3 78.0 19.3 
Room Revenue (Rs Mn) 0.9 28.8 29.2 12.7 23.1 16.0 22.7 (59.0) 56.2 73.4 18.9 
Non-Room Rev (Rs Mn) 8.0 35.1 22.3 10.7 6.7 8.4 19.1 (70.7) 82.6 79.0 25.2 
Total Revenue (Rs Mn) 3.2 31.0 26.7 12.0 17.5 13.7 21.6 (62.4) 62.2 74.9 20.5 
Operating expenses 11.9 20.8 11.3 10.8 17.8 9.6 13.0 (55.8) 57.2 34.6 18.0 
EBITDA (Rs Mn) (37.7) 117.3 99.5 15.1 16.9 24.0 41.2 (74.3) 77.8 185.6 23.7 
EBITDA margin (%) (692) 694 1,003 77 (15) 255 494 (1,126) 234 1,690 116 

Source: DART, Company 
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 Valuation summary 

Particulars 
Consolidated (100%) Proportionate Ownership (75%)* 

FY22E  FY23E  FY24E  FY22E  FY23E  FY24E  

EBITDA (Rs Mn) 1,089 3,111 3,849 817 2,333 2,887 
(-) IndAS116 EBITDA contribution (Rs Mn) 387 426 469 290 319 351 
Core EBITDA (Rs Mn) 702 2,685 3,381 527 2,014 2,536 
Multiple (x) 20 20 20 20 20 20 
Enterprise Value (Rs Mn) 14,040 53,702 67,619 10,530 40,277 50,714 
Net debt (Rs Mn) 21,485 22,846 23,595 15,039 15,992 16,517 
(-) IndAS 116 debt (Rs Mn) 5,021 5,398 5,802 3,766 4,048 4,352 
(-) Debt for u/c assets/CWIP (Rs Mn) 5,497 6,871 8,588 4,122 5,153 6,441 
Core Net debt (Rs Mn) 10,967 10,577 9,205 7,151 6,791 5,724 
Equity Value (Rs Mn) 3,073 43,125 58,414 3,379 33,486 44,991 
O/s shares (Mn) 840 840 840 840 840 840 
Value per share (Rs) 4 51 70 4 40 54 
CMP (Rs) 41 41 41 41 41 41 
Upside/Downside (%) -91% 26% 71% -90% -2% 32% 

Source: DART, Company: * We value LTH on proportionate ownership basis as 60% of its operational portfolio is in subsidiary Fleur where 
it owns 58% stake. Effective ownership at entity level on room basis is ~72%. But LTH standalone also earns ~4-5% brand and management 
fees from subsidiaries.  

 
  



 

 

 

August 12, 2021 6 Lemon Tree Hotel 

 

 
Profit and Loss Account     

(Rs Mn) FY21A FY22E FY23E FY24E 

Revenue 2,517 4,082 7,138 8,604 

Total Expense 1,905 2,993 4,027 4,754 

COGS 178 352 642 796 

Employees Cost 704 1,110 1,460 1,612 

Other expenses 1,022 1,531 1,925 2,347 

EBIDTA 613 1,089 3,111 3,849 

Depreciation 1,076 1,102 1,122 1,144 

EBIT (463) (13) 1,989 2,705 

Interest 1,817 1,806 2,059 2,164 

Other Income 133 60 66 73 

Exc. / E.O. items 0 0 0 0 

EBT (2,147) (1,759) (5) 614 

Tax (322) (273) (1) 111 

RPAT (1,231) (1,110) (2) 401 

Minority Interest (595) (377) (1) 102 

Profit/Loss share of associates 0 0 0 0 

APAT (1,231) (1,110) (2) 401 

     

Balance Sheet     

(Rs Mn) FY21A FY22E FY23E FY24E 

Sources of Funds     

Equity Capital 7,904 7,904 7,904 8,404 

Minority Interest 6,174 5,797 5,796 2,898 

Reserves & Surplus 1,272 1,402 1,397 4,303 

Net Worth 9,176 9,306 9,301 12,707 

Total Debt 20,574 21,742 23,458 23,851 

Net Deferred Tax Liability 29 34 39 45 

Total Capital Employed 35,953 36,879 38,594 39,500 

     

Applications of Funds     

Net Block 30,964 30,075 30,016 29,559 

CWIP 2,418 5,497 6,871 8,588 

Investments 2,464 2,538 2,613 2,690 

Current Assets, Loans & Advances 2,303 1,184 1,750 1,584 

Inventories 72 79 87 96 

Receivables 308 464 716 936 

Cash and Bank Balances 1,421 258 612 255 

Loans and Advances 0 0 1 1 

Other Current Assets 501 383 334 296 

     

Less: Current Liabilities & Provisions 2,195 2,414 2,656 2,921 

Payables 788 866 953 1,048 

Other Current Liabilities 1,407 1,548 1,703 1,873 

sub total     

Net Current Assets 108 (1,230) (905) (1,337) 

Total Assets 35,954 36,879 38,594 39,500 

E – Estimates 
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Important Ratios     

Particulars FY21A FY22E FY23E FY24E 

(A) Margins (%)     

Gross Profit Margin 92.9 91.4 91.0 90.8 

EBIDTA Margin 24.3 26.7 43.6 44.7 

EBIT Margin (18.4) (0.3) 27.9 31.4 

Tax rate 15.0 15.5 27.5 18.1 

Net Profit Margin (48.9) (27.2) 0.0 4.7 

(B) As Percentage of Net Sales (%)     

COGS 7.1 8.6 9.0 9.3 

Employee 28.0 27.2 20.5 18.7 

Other 40.6 37.5 27.0 27.3 

(C) Measure of Financial Status     

Gross Debt / Equity 2.2 2.3 2.5 1.9 

Interest Coverage (0.3) 0.0 1.0 1.3 

Inventory days 10 7 4 4 

Debtors days 45 41 37 40 

Average Cost of Debt 9.0 8.5 9.1 9.1 

Payable days 114 77 49 44 

Working Capital days 16 (110) (46) (57) 

FA T/O 0.1 0.1 0.2 0.3 

(D) Measures of Investment     

AEPS (Rs) (1.5) (1.3) 0.0 0.5 

CEPS (Rs) (0.2) 0.0 1.3 1.8 

DPS (Rs) 0.0 0.0 0.0 0.0 

Dividend Payout (%) 0.0 0.0 0.0 0.0 

BVPS (Rs) 10.9 11.1 11.1 15.1 

RoANW (%) (14.1) (12.0) 0.0 3.6 

RoACE (%) 0.0 0.9 5.4 6.8 

RoAIC (%) (1.3) 0.0 5.3 7.0 

(E) Valuation Ratios     

CMP (Rs) 41 41 41 41 

P/E (27.7) (30.7) (15025.9) 85.1 

Mcap (Rs Mn) 34,121 34,121 34,121 34,121 

MCap/ Sales 13.6 8.4 4.8 4.0 

EV 53,275 55,606 56,967 57,717 

EV/Sales 21.2 13.6 8.0 6.7 

EV/EBITDA 87.0 51.1 18.3 15.0 

P/BV 3.7 3.7 3.7 2.7 

Dividend Yield (%) 0.0 0.0 0.0 0.0 

(F) Growth Rate (%)     

Revenue (62.4) 62.2 74.9 20.5 

EBITDA (74.3) 77.8 185.6 23.7 

EBIT (130.6) (97.3) (15885.3) 36.0 

PBT (43944.2) (18.1) (99.7) (12932.2) 

APAT 1691.7 (9.8) (99.8) (17765.0) 

EPS 1691.7 (9.8) (99.8) (17764.2) 

     
Cash Flow     

(Rs Mn) FY21A FY22E FY23E FY24E 

CFO 1,214 1,537 3,143 3,813 

CFI (748) (3,301) (2,442) (2,404) 

CFF 502 601 (346) (1,766) 

FCFF (1,199) (1,755) 705 1,408 

Opening Cash 452 1,420 258 612 

Closing Cash 1,420 258 612 255 

E – Estimates



 

 

 

   
 

 
DART RATING MATRIX  

Total Return Expectation (12 Months)  

Buy > 20% 

Accumulate 10 to 20% 

Reduce 0 to 10% 

Sell < 0% 

 
 

Rating and Target Price History 

 

 

 Month Rating TP (Rs.) Price (Rs.) 

Sep-20 BUY 38 28 

Feb-21 Sell 38 41 

    

    

    

    

    

    

    

    

    

    
*Price as on recommendation date 
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