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Lemon Tree investors must watch debt after a good FY25
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emon Tree Hotels Ltd’s
L FY25 benefitted from a
full-year contribution of
Aurika, Mumbai SkyCity,
which opened in the third
quarterof FY24.FY25 consoli-
datedrevenueand Ebitda each
rose about 20% year-on-year
t031,286 crore and 3634: crore,
respectively. Growth was
aidedbyan11%increaseinrev-
enue peravailableroom (Rev-
PAR) to34,575 perdayand an
improvement in occupancy
rate to71.7% from 69.9%.
The stabilization of Aurika
and furtherramp-upare vital
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for earnings growth, while
renovation expenses could
hurt profitability. FY25reno-
vation expensesstood at 2.7%
of revenue, a 30 basis point
rise over FY24.

The company said this
increased investment inreno-
vation expenses willcontinue
into FY26, followed by a
smaller amount in FY27, so
that the entire portfolio of
owned hotels is fully reno-
vated andrefreshed. Post this,
renovation expenses will drop
closetoaboutl.5%ofrevenue,
eventually aiding Ebitdamar-
gin. Ebitda stands forearnings
beforeinterest, taxes, depreci-
ation, and amortisation.

Brighter view

Lemon Tree's RevPAR and occupancy rate are

expected to grow in FY26.
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Led by the stabilization of
Aurika and an improvement
in RevPAR amid the ongoing
renovation exercise, PL Capi-
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tal estimates revenue and
Ebitda CAGR of12% and 15%,
respectively, over FY25-FY27.
Inaddition, asnomajor capex

is lined up in the near term,
barring in Shimla and Shil-
long, the broking firm expects
debtreduction togatherpace
FY26 onwards, translating
intoaprofitaftertax CAGR of
32%over the next two years.
Lemon Trees debtfell from
nearly 31,900 crore at FY24-
end to 31,700 crore at FY25-
end. Itexpectsdebt todropto
negligible levels over the next
few years. The listing of sub-
sidiary Fleur Hotelsislikely to
help; the management would
come up with a definite plan
by the next board meeting.
Lemon Tree’s total inven-
tory at FY25-end was 212
hotels and 17,116 rooms split
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into 10,269 rooms and 111
hotels being operational and
the rest in pipeline. Within
operational rooms, about
5,760 were owned/leased,
and the rest were managed/
franchised. It is confident of
addingatleastanother 3,000
roomstoitspipeline in FY26.
Meanwhile, FY26 has
begun well. Revenue grew
21% on-yearin April, but mod-
erated to 14% in May amidris-
ing fears of covid-19 and geo-
political tensions. Lemon
Tree’ssharesare up 8%so far
inFY26,butdown 9%in 2025.
Investors must trackRevPAR
growthand debt trajectoryto
place their bets on the stock.




