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Aurika Mumbai, renovations hold the key for Lemon Tree
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Hotels Ltd shares will closely

watch howits Aurika, Mumbai
SkyCity hotel, among the coun-
try’s largest, shapes up in
2024-25, its first full year of
operation. Asuccessful ramp-up
of Aurika Mumbai, which
opened in October, is key to
Lemon Tree’s earnings growth
overthe next couple of years.

Fornow, Aurikaisnotyet sta-
ble, Lemon Tree said while
announcing its fourth-quarter
and annual results. This cast a
shadow on Lemon Tree’s occu-
pancyrate, which cameinat 72%

I nvestors in Lemon Tree
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in the fourth quarter ended 31
March, loweryear-on-year, but
up sequentially.

The occupancy rate and aver-
age room rate (ARR) at Aurika
Mumbai was lower than expe-
cted, at about 66% and 39,000
per day, respectively. Its ARR
was muted owing to the impact
of a large base of airline crew
roomsinQ4, the share of which
the company planstoreduce and
replace with segments such as
corporate and retail.

Lemon Tree’s consolidated
revenuein Q4-was3327 crore, up
30%year-on-year. Butits Ebitda
margin, at 52.4%, contracted
almost 300 basis pointsbecause
ofhigher renovationexpensesat

Room for more?

Lemon Tree's various efforts to improve ARR should show results

in the coming quarters
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its Keys hotels, expansion of its
business development team, and
payrollincreases.

Lemon Tree aims to spend
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3100 crore each onrenovations
in FY25 and FY26, which it
expects would pay rich divi-
dends as it would be able to

increase its room rates and
improve its margins. The first
Keyshotel to be more than 50%
renovated, Keys Pimpri, Pune,
saw its ARR rise to about 34,600
inQ4, up 21% froma year earlier.
Against this backdrop, FY25
and FY26 would be crucial for
Lemon Tree as it reaps the
rewardsfromitsrenovated port-
folioandbetter occupancy rates
at AurikaMumbai.InFY24,0na
high base, revenue and Ebitda
growthrates had slowed.
Lemon Tree’s debt rose to
31,889 crorein FY24-from 1,746
croreinFY23 due toborrowing
against Aurika Mumbai. The
company expectstobe debt-free
in four years. “Further conse-

quent debtrepayment willbe an
added positive, bringing down
interest costs,” Dolat Capital
Market said ina 30 Mayreport.

Lemon Tree’shighdebt, mod-
eration in ARR in Mumbai and
Bengaluru,and the lower-than-
expected performance of Aurika
Mumbai are key risks, Dolat
Capital said.

The company’s shares have
hadagoodrunoverthe past one
year, gaining close to 50%, sug-
gesting that optimism in the
stockislargely factored in. This,
alongwithsubdued demanddue
to the election and an extreme
summer, can limit significant
upsides for the stock in the near
future.




