Lemon Tree: Restructuring gains

EYES CAGROF 119% IN REVENUE, 139 IN EBITDA, 26% IN PAT OVERFY25-28

LEMON TREE HOTELS operates an asset-
light hotel management model alongside
hotel ownership and development, with a
portfolio comprising owned, managed and
franchised properties.Onastandalonebasis,
the company owns 17 hotels with 1,765
rooms and has two properties under devel-
opment. It manages or franchises 89 hotels
with 6,011 rooms and has a pipeline of 127
additional hotels. Lemon Tree also holds a
58.91% stakein Fleur Hotels,which operates
24 hotelswith 3,993 rooms.

Private equity firm Warburg Pincus
will acquire APG’s stake in Fleur Hotels
ahead of Lemon Tree Hotels’ proposed
corporate reorganisation,alongside a pri-
mary equity infusion of up to Y960 crore
to fund future growth.

The transaction is aimed at creating two
distinct and focused platforms, with Lemon
Tree emergingasa pure-play,asset-lighthotel
management company, while Fleur Hotels
will operate asahotel ownership and leasing
entity. The restructuring will be carried out
through the transferofhotel assetsand devel-
opment capabilities in exchange for equity.

Followingthe reorganisation,Lemon Tree
Hotels’ shareholding structure will remain
unchanged, while the ownership of Fleur
Hotelswill be realigned.

Lemon Tree’s asset-light hotel manage-
ment business has expanded rapidly, bene-
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Y/E Mar (cr) | FY26E | FY27E | FY28E

Sales 1,440 | 1,630 1,750
Ebitda 700 840| 910
PAT 262| 337| 398
Ebitda (%) 484 514 520
EPS (3) 330 430|500
EPS Gr. (%) 33.3| 287 180
BV/Sh. ) 180 223| 27.3

|

RATIOS

Net D/E .09 o4 01
ROE (%) . 202| 211| 203
ROCE (%) 136 177| 203
P/E (x) 452 352 29.8 |
EV/Ebitda(x) | 197 | 160| 143
FCFYield (%) = 5.1 61| 56

fiting from high margins and low capital
intensity, supported by steady growth in its
owned hospitalityassets.Together, these seg-
ments provideabalanced and resilient earn-
ings profile, the brokerage said.

The brokerage firm expects Lemon Tree
Hotelsto postacompoundannual growthrate
(CAGR)of11%inrevenue,13%in Ebitdaand
26% inprofitaftertaxoverFY25-28.Thebro-
kerage has valued the stock using a sum-of-
the-parts methodology and set a target price
of ¥ 200,while reiteratinga‘Buy’rating.

Lemon Tree Hotels’ current shareholding
is splitamong public shareholders,who hold
62.73%,promoterswitha 22.28%stake,and
Dutch pensioninvestorAPG,which ownsthe
remaining 14.99%. On a standalone basis,
the company operates 17 hotels with 1,765
roomsand has twowholly owned hotelswith
256 rooms under development. Through its
wholly owned subsidiary Carnation, Lemon
Tree manages or franchises 89 operational
hotels with 6,011 rooms,and has a pipeline
of 127 hotels comprising 9,414 rooms, all
owned by third-party owners.

Overall, Lemon Tree’s corporate struc-
ture houses both its hotel ownership and
development platform and its asset-light
management business within a single
entity. The company is now undertaking a
corporate reorganisation to unlock value
across both segments by creating a more
flexible structure, setting up separate man-
agement teams and governance frame-
works,and enablingindependent value real-
isation for each business.
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