The Economic Times

Delhi - Feb 04, 2016

Page No: 8

Page Name: Business Of Brands
Size: 165 sg. cm
AVE: INR 317,711

Impact

warw. impactimeasureament.ao.in

Type:
Language:

Circulation:
Frequency:

Newspaper
English
129,660
Daily

News monitored for: Lemon Tree Hotels

Lemon Tree
Looks to
Diversify to
Cushion Cyclical
Hotel Business

Toinvestz300cr
toacquire luxury
resorts, eyes
affordable housing

Dinya.Sathyanarayanan
@timesgroup.com

Mumbai: Lemon Tree Hotels is
looking at diversifying into va-
cation ownership and affordab-
le housing to broaden revenue
streamsand cushionitshospita-
lity business. The company
plans to invest about 300 crore
toacquireresorts in leisure des-
tinations to aid its domestic bu-
siness and the vacation owners-
hip venture.

The Delhi-based company
backed by Dutch pension fund
APG and global private equity
fund Warburg Pincus islooking
at rolling out its two new offe-
rings in the next three years.

“The hotel business is a cycli-
cal business and it has very
high volatility. The last five ye-
ars have seen the extended bot-
tom-of-cycle condition in India.
The only way we have grown is
through supply addition by ad-
ding new hotels, while the price
of each room hasnot grown the
same way. This has hurt the in-
dustry asa whole,” Patu Keswa-
ni, chairman of Lemon Tree
Hotels, told ET. Keswani said
the company is evaluating the
potential of vacation owners-
hip business with RCI, a vaca-
tionexchange group.

Lemon Tree Hotels is increa-
sing its presence in the leisure
markets to aid both its foray in-
to vacation ownership as well
as its domestic hotel business.
“The demand in leisure mar-
kets has grown faster than the
demand in business markets,”
Keswani said.

The company is evaluatinglei-
sure market opportunities in
the tiger reserves of Jim Cor-
bett National Park in Uttarak-
hand, Bandhavgarh in Madhya
Pradesh and Ranthambore in
Rajasthan. It is also looking at
CoorginKarnataka and Coono-
or in Tamil Nadu and has star-
ted building resorts in Udaipur
and Shimla. Keswani said the
company will leverage its 100-
member in-house project ma-
nagement team to enter the af-
fordable housing segment.

“Affordable housing is a func-
tion of how quickly the interest
rates stabilise and demand for
housing picks up. The segment
has shown green shoots and is
recovering,” hesaid.

However, Keswani said the
company’sfocus currently isits
initial public offering, which is
expected in the next eight to 14
months. APG owns 15% in the
company and has so far inves-
ted Rs 1,100 crore. In 2006, War-
burgPincus invested Rs 210 cro-
reinthe company foranundisc-
losed stake.

Keswani said the company’s
current growth plans are fun-
ded and it’s not looking to raise
funds from private equity befo-
re the IPO. He added that the
company can raise funds by
further monetisingitsreal esta-
teassets and through debt.

The company operates hotels
in the four-star (Lemon Tree
Premier), midscale (Lemon
Tree Hotel) and economy (Red-
fox) segments. It owns and ope-
rates 27 hotels with over 3,000
rooms and is building an addi-
tional 1,500 rooms with an in-
vestment of Rs 1,500 crore that
will be operational by FY20.
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