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Hotels  
 

Strong Q3; Q4 to be another robust quarter  
 

Sector Report  QUARTERLY REVIEW February 16, 2024 NIFTY 50: 22,041 

 

Q3 results for our covered hotel companies beat our revenue est. though 

margins for Lemon Tree Hotels (LTH) disappointed due to the start of Aurika 

and higher renovation costs. Chalet Hotels reported the strongest rev. growth 

in Q3, with benefits from capacity expansion and ARR growth. We expect Q4 to 

be another robust quarter for hotels, based on our channel checks, as 

occupancies and ARR remain elevated. Our TP for all 3 stocks has increased post 

results, as we adjusted for the rev. beat and increased our multiple amid 

continued strength in the industry. We maintain ADD on all 3 stocks, aided by 

supportive macros. 

Q3 review: Chalet delivers strong Q3; LTH’s KPIs impacted by Aurika 

Q3 revenue for hotels was above our estimates, while LTH’s margin disappointed with 

the start of Aurika and higher renovation costs. Hotels reported revenue growth of 17-

29% YoY as they benefitted from ARR growth (8-17% YoY) and occupancy improved by 

5-6PP YoY for Indian Hotels (IHCL)/Chalet, though occupancy dipped by 1.7pp YoY for 

LTH with the start of Aurika Mumbai. Chalet reported its strongest revenue growth (up 

29% YoY) in Q3, as it also benefitted from capacity expansion. Margin improved by 200-

500bps YoY for IHCL and Chalet on operating leverage benefits, though LTH’s margins 

fell ~600bps YoY with the start of Aurika Mumbai and higher renovation costs. Other 

highlights of Q3 included: i) hotels renovating rooms to support ARR; ii) focus on retail 

vs. corporate to improve ARR; iii) two new brand launches planned by IHCL; iv) continued 

hotel openings/signings; v) LTH aiming to be debt free by FY27 vs. FY24 Debt/EBITDA 

to 3.7x. 

FTA picking up from below pre-COVID levels; domestic demand to stay strong 

Underlying demand in the hotel industry remains strong. Domestic air travel continues 

to exhibit strength with the number of passengers increasing 19%/5% YoY in Dec-

23/Jan-24, with Jan-24 impacted by weather conditions. For Jan-Dec 2023, domestic air 

passenger travel increased 24% YoY. FTA grew 20% YoY in Nov-23. As of YTDCY23 

(November), FTA in India still stands below pre-COVID levels by ~16%. This indicates 

further scope for growth in FTA, which can support demand for hotels. Moreover, ARR is 

expected to pick up in Q4FY24, as business travel again resumed, following the holiday 

season. Q4 would also have weddings and conferences, which would support demand. 

Outlook positive; revenue and margin to improve further; maintain ADD 

Management commentary on the demand outlook remains positive. For IHCL, bookings 

till March suggest the continuation of demand momentum, further supported by the start 

of the IPL by March-end. For Chalet, pickup in business travel will support demand. For 

LTH, Aurika’s occupancy has increased to 60% in Q4 (from 40% in Q3) and will be further 

aided by the Miss World event. Our channel checks also suggest continued strength in 

ARR in Q4, led by robust demand. We expect double-digit revenue growth over FY24-26, 

driven by i) RevPAR registering a 10-13%CAGR over FY23-26E supported by renovation; 

ii) key count increasing at a 10-15% CAGR over FY23-26E; and iii) occupancy moving 

towards 75-77% by FY26E. Margin is expected to improve for all three companies, led 

by i) operating leverage benefit, ii) addition of more keys through management contract 

for IHCL/LTH that come at a higher margin; iii) increasing contribution of Aurika Mumbai 

for LTH; iv) increased revenue for Chalet from commercial properties that come at a 

higher margin; and v) rise in revenue from new businesses for IHCL. We maintain ADD 

on all 3 names, aided by supportive macros. We prefer Chalet Hotels with a 

rev./EBITDA CAGR of 22%/33% over FY23-26E. LTH can also see deleveraging 

by FY27 if Aurika Mumbai’s occupancy picks up along with better ARR. 
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Rating, Target Price and Valuation 

  CMP TP Upside EV/EBITDA (x) P/E (x) 

 Rating (Rs) (Rs) (%) FY24 FY25 FY24 FY25 

Chalet Hotels ADD     839       825      (2) 33.5 23.3 62.9 43.9 

Indian Hotels ADD   528     525        - 33.1 26.8 54.8 41.8 

Lemon Tree Hotels ADD   138 145      5 23.7 15.1 79.2 39.1 

Source: Company, Emkay Research 
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Exhibit 1: Q3FY24 result summary 

 
Revenue EBITDA margin 

Q3FY24E  

(Rs mn) 
YoY (%) QoQ (%) 

Q3FY24E  

(Rs mn) 
YoY (bps) QoQ (bps) 

Chalet Hotels 3,737 29.0 18.8 44.4 525 438 

Lemon Tree Hotels 2,887 23.6 27.1 48.4 (575) 357 

Indian Hotels 19,638 16.5 37.0 37.3 187 1,254 

Source: Company, Emkay Research 

 

Exhibit 2: Q3FY24 results vs. estimates  

 
Revenue EBITDA margin 

Q3FY24  

(Rs mn) 

Q3FY24E 

(Rs mn) 

Act. Vs. 

Est. (%) 

Q3FY24  

(Rs mn) 

Q3FY24E 

(Rs mn) 

Act. Vs. 

Est. (bps) 

Chalet Hotels 3,737 3657 2.2 44.4 44.0 45 

Lemon Tree Hotels 2,887 2742 5.3 48.4 50.3 (192) 

Indian Hotels 19,638 18518 6.1 37.3 35.8 150 

Source: Company, Emkay Research 

 

Exhibit 3: Changes in estimates after Q3 results  

 
Revenue change (%) EBITDA margin change (bps) 

FY24E FY25E FY25E FY24E FY25E FY25E 

Chalet Hotels 0.2 0.5 2.2 -3 bps 12 bps 86 bps 

Lemon Tree Hotels 1.5 2.2 2.2 -44 bps -13 bps -13 bps 

Indian Hotels 2.4 2.9 2.0 67 bps 127 bps 120 bps 

Source: Company, Emkay Research 

 

Exhibit 4: Changes in TP and Ratings during Q3 results   

 
Rating TP (Rs) Target multiple (x) 

New Old New Old New Old 

Chalet Hotels ADD ADD 825 745 20.5 19.5 

Lemon Tree Hotels ADD ADD 145 140 21 21 

Indian Hotels ADD ADD 525 485 24 23.5 

Source: Company, Emkay Research 

Management commentary on demand outlook remains positive  

 Indian Hotels – The healthy demand in Q3 is continuing in Q4FY24 (January stood strong). 

Bookings till March suggest the continuation of demand momentum. This will be further 

accelerated by the commencement of IPL by March-end. The company believes it will 

register double-digit revenue growth for FY25, driven by growth in its core and new 

businesses.  

 Chalet – Demand continues to be strong supported by improvement in business travel and 

corporate demand. With a focus on business travel, the company can grow rates and at the 

same time optimize occupancies. Globally, foreign business travel has not come up to pre-

pandemic levels yet, in which case it could provide an upside. Pick-up in business travel, 

wedding season, and business conferences will help demand in Q4.  

 Lemon Tree – Occupancy to rise in FY25: Management expects an average occupancy 

of ~65% in FY24. With Aurika stabilizing and contributing higher in FY25, occupancy is 

expected to increase to ~73% in FY25. Moreover, renovation will continue to increase ARR. 

Aurika’s occupancy has increased to 60% in Q4 (from 40% in Q3) and will be further aided 

by the Miss World event (100 rooms occupancy for 14 days).    

Moreover, our channel checks suggest continued strength in ARR in Q4, led by robust 

demand. Q3 and Q4 are the strongest quarters for hotels.    
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Strength in the sector to sustain in Q4  

IHCL: IHCL’s revenue growth is expected to sustain in double digits YoY, aided by i) continued 

addition of keys with an over 11.1K strong pipeline for FY24-27 (~8.5K through management 

contract); ii) new businesses growing at over 30% YoY, aided by Qmin being added to more 

Ginger hotels, Ama Stays & Trails revenue doubling in FY25, and TajSATS well-poised to exceed 

Rs10bn in revenue in FY25 (vs. Rs 6.5bn in 9MFY24). 

Chalet Hotels: We see Chalet charting an EBITDA CAGR of 33% over FY23-26E and net debt 

reducing from FY25, as it initiates a slew of expansion projects, which would engender a 10% 

room-count CAGR over FY23-26E. The company’s strategically located hotels in key cities 

ensure high occupancy. Leasing of commercial assets provides a partial hedge against the 

cyclicality of the hospitality industry.    

Lemon Tree: We see four growth drivers for LTH: i) pick-up in Aurika’s occupancy (40% in 

Q3); ii) investing in renovations (focus on Delhi, Hyderabad, and Gurgaon) to reprice (up) its 

portfolio and increasing its ARR; iii) pipeline of 3,677 keys under managed and franchised 

contracts; and iv) pick-up in demand in Bangalore, Pune, and Hyderabad, driven by the IT 

sector.   

Pickup in ARR to continue for LTH  

Gross ARR increased 10% YoY for LTH (7% YoY in Q2). The start of Aurika in Q3 helped in 

increasing blended ARR. Aurika is yet to stabilize and can continue to drive up ARR. Moreover, 

renovation will continue to increase ARR.  

As per our checks, LTH’s room rate is expected to increase further in Q4 across different 

categories, as travel for business picks up in Q4. Only Coorg and Bangalore are expected to 

see softness in room rates, as per our channel checks.   

Exhibit 5: Lemon Tree’s ARR change QoQ (%) – ARR to pick up further in Q4 from Q3 levels  

 

Source: Company website, Emkay Research 

Exhibit 6: Aurika Mumbai’s ARR to increase marginally QoQ in Q4FY24   

 

Source: Company, Emkay Research 

Q4 to be another strong quarter for Chalet: While Q2 is the slowest quarter, Q3/Q4 are the 

best quarters for Chalet. Employees are back to offices at the start of Q4 and business travel 

starts picking up. Pickup can be slow initially, but healthy later (rates are expected to be higher 

in February), led by corporate meetings, conferences, etc. Q4 is also a wedding season, which 

adds to demand. Moreover, most business conferences are in H2, as H1 is impacted by the 

monsoon season. Q4 is likely to have more conferences, as Q3 is a festive period.  
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Exhibit 7: Chalet Hotels’ ARR change QoQ (%) – Strength in Mumbai ARR to continue   

 

Source: Company website, Emkay Research 

Our room rate checks suggest that Chalet’s uptick in ARR for Mumbai in Q3 will continue in Q4. 

The non-Mumbai region was soft QoQ in Q3, but it would pick up in Q4. Q4 is a seasonally 

strong quarter for Chalet, as business-related occupancy dips in Q3 (with the holiday season) 

and then picks up in Q4. Dukes Resort is expected to witness a soft quarter post pickup in Q3 

(Lonavala), as the holiday season comes to a close.   

Indian Hotels – Rates expected to remain strong in Q4: Based on our check of hotel room 

rates available on the company websites, we expect further improvement in the rates of Taj, 

Vivanta, and Ginger QoQ in Q4. SeleQtions Ramgarh is the only property in our sample for 

IHCL, which is expected to witness softness in Q4. 

Exhibit 8: Indian Hotels’ ARR change QoQ (%) – Taj and SeleQtions rates are going strong; Vivanta and Ginger rates to pick up    

 

Source: Company website, Emkay Research 
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Q3 review – Another strong quarter; further scope for growth  

Revenue growth momentum sustained in Q3; Chalet leads 

 IHCL maintained the growth momentum YoY seen in Q1/Q2 of ~16%. Standalone revenue 

increased 20.6% YoY vs. 17%YoY/19%YoY growth in Q1/Q2, indicating pickup in 

momentum. 

 Chalet reported its highest-ever revenue, driven by RevPAR increasing 18% YoY (led by 

occupancies increasing 6pps YoY) as travelling for business remained strong.   

 LTH’s revenue growth picked up momentum (up 24% YoY vs. 15% YoY growth in Q2), aided 

by the start of Aurika Mumbai in Q3.    

Exhibit 9: Revenue continues to improve for hotels  

 

Source: Company, Emkay Research 

Exhibit 10: Revenue growth YoY – Chalet gaining momentum      

 

Source: Company, Emkay Research 

Revenue growth supported by ARR improvement; Hotels see scope for further rise  

IHCL: IHCL’s ARR was up 17% YoY, led by sustained demand. Management believes that ARR 

has seen negligible growth for the past several years. ARR in India is also well below that in 

the Asia-Pacific region (as per an STR report), with an enduring healthy demand-trend 

indicating further scope for the ARR increase. Additionally, Bharat Mandapam, Delhi 

Yashobhoomi in Delhi, and Jio World Convention Centre will help the company charge higher 

prices.     

Chalet: ARR growth of 8% YoY was led by ex-MMR region’s growth of 16% YoY (including 

Bengaluru, Hyderabad, Pune, and Lonavala). Some of these places, dominated by the IT 

industry, were not able to recover post the pandemic. 

LTH: For LTH, the opening of Aurika in Q3 aided ARR growth of 10% YoY (20% QoQ). Aurika 

is expected to restrict crew rooms to 100 and increase room for retail, which will support higher 

ARR. Moreover, LTH is renovating properties, which in turn helps reprice higher and increase 

occupancy for those properties (aiding the recovery of renovation expense within the next two 

years). This strategy is now being implemented in Delhi, Gurgaon, and Hyderabad.  

Exhibit 11: ARR improves further; IHCL leads with…   

 

Source: Company, Emkay Research 

Exhibit 12: …17% YoY improvement in Q3FY24 

 

Source: Company, Emkay Research 
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Occupancy to improve further  

IHCL’s standalone occupancies increased by 4.7pps YoY at 76.8% (vs. 72.1% in Q3FY23 

and 75.9% in Q2FY24). Bengaluru (+4ppts YoY) and Goa (+5ppts YoY) registered a good 

improvement in occupancy YoY.  

For Chalet, occupancies increased by 6pps YoY to 71%. MMR occupancy was up 11pps 

YoY, as Westin Mumbai Powai Lake and Lakeside Chalet, Mumbai, primarily focused on 

occupancy in Q3 where the company was able to improve occupancy sharply. Occupancy was 

also supported by growing demand in Bangalore and Hyderabad. There is headroom for growth 

in occupancies given the strong domestic demand and foreign business travel still below pre-

pandemic levels.  

LTH’s occupancy declined 170bps YoY to 65.9% (-580bps QoQ) due to the opening up of 

Aurika Mumbai, which operated at 40% occupancy in Q3. Occupancy has increased to 60% in 

Q4 and will be further aided by the Miss World event (100 rooms occupancy for 14 days). 

Bangalore and Pune markets lack demand (still below pre-Covid level) due to their higher 

dependency on the IT sector. Keys brand has the highest properties in these regions and its 

occupancy can improve if there is a revival in the IT sector.   

Exhibit 13: IHCL leads in occupancy; opening of Aurika impacts LTH 

 

Source: Company, Emkay Research 

Exhibit 14: Opening of Aurika in Q3 impacted occupancy 

 

Source: Company, Emkay Research 

Robust RevPAR growth for IHCL and Chalet; LTH growth impacted by Aurika  

 IHCL’s RevPAR was up 25% YoY with Mumbai, Rajasthan, Hyderabad, and Kolkata logging 

RevPAR growth of over 20% YoY in Q3. 

 Chalet’s RevPAR increased 18% YoY as occupancies increased by 6pps YoY and ARR grew 

by 8% YoY. 

 LTH’s RevPAR growth moderated to 8% YoY (vs. 16% YoY in Q2) primarily due to lower 

occupancy for Aurika Mumbai (40% in Q3 and expected to be 60% in Q4FY24).  

Exhibit 15: IHCL’s RevPAR grows 25% YoY from a high base   

 

Source: Company, Emkay Research 

Exhibit 16: Aurika’s low occupancy impacted LTH’s RevPAR growth 

 

Source: Company, Emkay Research 
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Chalet’s EBITDA growing at a fast pace  

 Chalet’s EBITDA improved at a faster pace (46% YoY), led by the addition of more 

keys. This was supported by (i) the addition of keys from The Dukes Retreat (80 keys), 

Westin Hyderabad HITEC City (168 keys), and Novotel Pune Nagar Road (88 keys); and (ii) 

improvement in margin YoY.  

 IHCL’s EBITDA growth of 23% YoY was supported by ARR growth, occupancy 

improvement, and margin improvement.  

 LTH’s EBITDA growth of 10% YoY was led by ARR growing 10% YoY, managed keys 

increasing by 587 keys in the past one year, start of Aurika Mumbai, though it was offset 

partially by a lower margin (as Aurika operated at only 40% margin).       

Exhibit 17: Hotels’ EBITDA continues to improve  

 

Source: Company, Emkay Research 

Exhibit 18: Chalet’s EBITDA improved at a fast pace YoY 

 

Source: Company, Emkay Research 

EBITDA margin improved YoY for IHCL and Chalet; LTH impacted by Aurika 

 IHCL’s EBITDA margin expanded by 190bps YoY (+1,250bps QoQ) to 37.3%, led by a 

130bps decline in employee costs (as the share of revenue); and ii) a 50bps decline in raw-

material cost (as the share of revenue). The company’s focus on optimizing cost and revenue 

flow-through has helped expand margins.  

 Chalet’s adjusted margin increased 525bps YoY to 44.4% on operating leverage benefits 

with revenue growing 29% YoY.   

 LTH’s margin was impacted by higher other expenses (+49% YoY), led by increased 

renovation expenses of Rs98mn (3.4% of revenue) vs. Rs48mn YoY (1.8% of revenue). 

Exhibit 19: EBITDA margin improved for IHCL and Chalet YoY 

 

Source: Company, Emkay Research 

Exhibit 20: Employee cost as a share of revenue up for LTH  

 

Source: Company, Emkay Research 
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Exhibit 21: RM cost as a share of revenue down for Chalet 

 

Source: Company, Emkay Research 

Exhibit 22: Other costs as a share of revenue up for LTH* 

 

Source: Company, Emkay Research  *Note: Power and fuel cost  

Margin to improve further for all three companies  

 IHCL: The company continues to focus on the diversification of topline with new brands, 

along with investment in digitization that can help in mid-term and long-term revenue 

growth and margin improvement. 

 Chalet: Margins to improve aided by (i) operating leverage benefit, (ii) expansion of existing 

properties that increase revenue without proportional rise in cost; and (iii) increase in 

revenue from commercial properties that come at a higher margin.     

 LTH: As Aurika Mumbai starts contributing more going ahead, management expects EBITDA 

margin of over 50% from FY25. 

 

Exhibit 23: Summary – Chalet’s revenue and EBITDA to grow at a fast pace   

 
Indian Hotels Lemon Tree Hotels Chalet Hotels 

FY23 FY24E FY25E FY26E CAGR FY23 FY24E FY25E FY26E CAGR FY23 FY24E FY25E FY26E CAGR 

Total Rooms (Nos.) 21,633 24,576 28,209 30,324 12% 8,382 10,319 11,575 12,733 15% 2,634 2,894 3,094 3,484 10% 

YoY growth (%) 5% 14% 15% 7%  -1% 23% 12% 10%  3% 10% 7% 13%  

Owned/Leased 60% 56% 51% 50%  61% 56% 50% 46%  100% 100% 100% 100%  

Managed/Franchised 40% 44% 49% 50%  39% 44% 50% 54%  0% 0% 0% 0%  

                

ARR (Rs) 13,736 15,618 16,790 17,629 9% 5,340 5,826 6,470 6,897 9% 9,169 10,668 11,280 11,696 8% 

Occupancy (%) 72% 76% 76% 77%  68% 70% 74% 75%  72% 73% 74% 75%  

RevPar (Rs) 9,890 11,869 12,810 13,544 11% 3,636 4,088 4,786 5,184 13% 6,605 7,791 8,332 8,802 10% 

                

Revenue (Rs bn) 58.1 67.8 77.4 86.2 14% 8.7 10.6 13.4 15.0 20% 11.3 14.0 17.6 20.6 22% 

YoY growth (%) 90% 17% 14% 11%  118% 21% 26% 12%  128% 24% 25% 18%  

EBITDA (Rs bn) 18.0 22.0 26.6 30.1 19% 4.5 5.2 7.2 8.1 22% 4.5 6.0 8.4 10.5 33% 

EBITDA Margin (%) 31% 32% 34% 35%  52% 49% 53% 54%  40% 43% 48% 51%  

                

Net Debt (Rs bn) -9.6 -21.9 -38.2 -59.0  17.2 17.5 14.1 9.6  27.3 29.8 29.5 27.7  

Net Debt/EBITDA (x) – RHS -0.5 -1.0 -1.4 -2.0  3.8 3.3 2.0 1.2  6.1 5.0 3.5 2.6  

                

RoE (%) 14% 16% 18% 18%  14% 15% 22% 23%  13% 16% 19% 22%  

RoCE (%) 15% 18% 20% 19%  12% 14% 19% 20%  10% 12% 15% 17%  

Source: Company, Emkay Research 
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Other key highlights  

Renovation to help increase ARR 

 Indian Hotels has renovated hotels, including Taj Mansingh or Taj Mahal, Delhi. ARRs have 

more or less doubled. Currently, there are no particular properties under renovation. Going 

forward, renovation will be in line with depreciation. 

 LTH is investing in renovations (focus on Delhi, Hyderabad, and Gurgaon) to reprice (up) its 

portfolio and increase its ARR. The company expects Rs400mn capex/opex on renovation. 

LTH plans to complete renovation at most of its Keys portfolio (will help increase ARR by 8-

12% every year) and LTH properties in Delhi and Hyderabad by H1FY25. 

 Chalet’s Dukes had an 80-room property when the company acquired it. More than half the 

inventory has been out of action for the last 3-4 months for renovation and expansion, which 

is expected by Q3FY25.  

Two new brand launches planned by IHCL 

IHCL plans to launch two new or reimagined existing brands in the coming few months. Unlike 

Ginger, these will be full-service brands (including banqueting and weddings), with the key 

focus on Tier-2/Tier-3 cities and price points in the range of Rs8,000-Rs9,000. These asset-

light initiatives can support the company’s margin expansion and make it less volatile to market 

cyclicality. 

Focus on retail over corporate to support ARR 

Lemon Tree: Before Covid-19, there were higher negotiations for prices from corporates, 

which lowered the ARR. Hence, LTH has now increased its rates for corporates while lowering 

the rates for retail with an intent to expand its retail base. As a result, for retail, the revenue 

premium of 3% (compared to room nights) has reduced to 1%. This has also led to the doubling 

(3% to 6%) of room night contribution from its website. 

Exhibit 24: Market segments – Room night sold (%) 

 

Source: Company, Emkay Research 

Exhibit 25: Market segments – Room revenue share (%) 

 

Source: Company, Emkay Research 

IHCL: For IHCL, 58% of the customer mix is from transients, who are non-negotiated 

customers, where there is a maximum ability to charge revenue.   

Deleveraging on cards for LTH  

LTH’s management aims to bring down its Debt/EBITDA to 3.7 by FY24, 2.5 by FY25, and 1.5 

by FY26 and eventually become debt-free in the next four years. 
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Domestic travel remains strong; foreign tourist arrival recovering 

Domestic air travel continues to exhibit strength with the number of passengers increasing 

19% YoY in Dec-2023 to 15.2mn, though Jan-2024 numbers were up only by 5% YoY due to 

bad weather that led to flight delays/cancellations. Dec-2023 passenger number was 17% 

above pre-pandemic Dec-2019 numbers of 13mn; while for Jan-2024, passenger number was 

3% above pre-pandemic Jan-20. For Jan-Dec 2023, air passenger travel increased 24% 

YoY and rose 8% vs. Jan-Dec 2019 (pre-pandemic).    

Retain Positive stance on hotels: Given favorable demand-supply dynamics over the long 

term, with industry demand expected to post a ~7.4% CAGR over FY23-28E vs. room supply 

CAGR of ~6% over the same period (link), we expect occupancy to remain at an elevated level 

for hotels in India. We reiterate our ADD rating on our coverage hotels, i.e., Indian Hotels Co. 

Ltd. (IHCL), Lemon Tree Hotels (LTH), and Chalet Hotels. 

Exhibit 26: Domestic air travel continues to exhibit strength 

 

Source: DGCA 

 

Exhibit 27: Domestic air passengers (mn) 

  CY19 CY22 CY23 
CY23 vs.  

CY22 

CY23 vs.  

CY19 

Jan  12.5 6.4 12.5 96% 0% 

Feb 11.3 7.7 12.1 57% 6% 

Mar 11.6 10.6 12.9 21% 11% 

Apr 11.0 10.5 12.9 22% 17% 

May 12.2 11.5 13.2 15% 8% 

Jun 10.2 10.5 12.5 19% 22% 

Jul 11.9 9.7 12.1 25% 2% 

Aug 11.8 10.1 12.4 23% 5% 

Sep 11.5 10.4 12.2 18% 6% 

Oct 12.3 11.4 12.6 11% 3% 

Nov 12.9 11.7 12.7 9% -2% 

Dec 13.0 12.7 15.2 19% 17% 

Total* 142.4 123.2 153.4 24% 8% 

Source: DGCA, Emkay Research   *Year till date data  

 

FTA in India still below pre-COVID levels; has scope to improve further   

FTA in India, as of YTDCY23 (till November), still stands below pre-COVID levels by ~16%. 

However, tourist arrival is picking up on a YoY basis. FTA increased 20% YoY in Nov-23. We 

see the pick-up in FTA to be positive for our covered hotels, as higher FTA will help increase 

the occupancy rate further. 
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Exhibit 28: FTA still lower than pre-COVID levels 

 

Source: MoT, Emkay Research 

Exhibit 29: FTA to pick up at year-end  

 

Source: MoT, Emkay Research 

 

Exhibit 30: FTA in India continues to log below pre-COVID level 

(mn) CY19 CY22 CY23 CY23 vs. CY22 CY23 vs. CY19 

Jan  1.11  0.20  0.87  331% -22% 

Feb 1.09  0.24  0.87  259% -21% 

Mar 0.98  0.34  0.80  132% -19% 

Apr 0.77  0.39  0.60  54% -22% 

May 0.62  0.42  0.60  41% -3% 

Jun 0.73  0.52  0.65  24% -11% 

Jul 0.82  0.67  0.76  14% -7% 

Aug 0.80  0.52  0.64  23% -20% 

Sept 0.75  0.55  0.65  18% -14% 

Oct 0.95  0.68  0.81  20% -14% 

Nov 1.09  0.77  0.92  20% -16% 

YTD total 9.70  5.32  8.17  54% -16% 

Source: MoT, Emkay Research 

ARR trend remains strong in the hospitality industry 

As per HVS Anarock, ARR stood healthy (>16% YoY growth) in Nov-23. However, the hotel 

occupancy rate declined 600bps YoY primarily due to Diwali in November (Diwali was in October 

in CY22). This trend was particularly visible in Pune, Bengaluru, and Mumbai. As a result, 

RevPAR growth moderated to ~6% YoY (27% YoY growth in October). The strength of the 

hospitality industry stays strong; hence, occupancy levels are expected to improve strongly in 

December and Q4FY24. Goa and Mumbai have the highest average rates in Nov-23. Kolkata 

witnessed a strong spike in ARR (>30% MoM; >23% YoY).     

Exhibit 31: Industry trends as per HVS Anarock 

 
Avg. ARR (Rs) Avg. RevPAR (Rs) Occupancy (Rs) 

CY22 CY23 YoY (%) CY22 CY23 YoY (%) CY22 CY23 YoY (PP*) 

Jan  5,000 7,600 52% 1,795 4,940 175% 36% 69% 33% 

Feb 5,100 8,300 63% 2,755 5,894 114% 54% 65% 11% 

Mar 5,500 7,700 40% 3,355 4,852 45% 61% 71% 10% 

Apr 5,850 7,200 23% 3,804 4,537 19% 65% 63% -2% 

May 5,850 6,800 16% 3,745 4,217 13% 64% 63% -1% 

Jun 5,850 6,700 15% 3,804 4,289 13% 65% 62% -3% 

Jul 5,750 6,500 13% 3,624 3,966 9% 63% 64% 1% 

Aug 5,850 6,700 15% 3,540 4,088 15% 61% 61% 1% 

Sep 6,000 7,100 18% 3,781 4,332 15% 63% 61% -2% 

Oct 6,700 7,700 15% 3,820 4,852 27% 57% 63% 6% 

Nov 7,300 8,500 16% 5,038 5,356 6% 69% 63% -6% 

Dec 7,700   5,314   69%   

Source: HVS Anarock          *PP = Percentage point                      
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Valuations to remain elevated amid strength in demand  

The sector has seen a re-rating amid strength in demand and improving profitability. For 

example, while IHCL’s long-term one-year forward EV/EBITDA average is 17x, the average for 

the last two years is at 25x. The valuation for all three covered hotels continues to inch up 

amid strength in the sector. This trend is expected to sustain as long as they are supported by 

improving earnings.  

Our sensitivity analysis shows that a 5% improvement in RevPAR can increase EBITDA by 8-

12% for hotel companies under coverage and increase our TP by 10-12%.    

Exhibit 32: IHCL – One-year forward EV/EBITDA 

 

Source: Company, Emkay Research 

 

Exhibit 33: Chalet – One-year forward EV/EBITDA 

 

Source: Company, Emkay Research 

 

Exhibit 34: LTH – One-year forward EV/EBITDA 

 

Source: Company, Emkay Research 
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Exhibit 35: Sensitivity to 5% improvement in RevPAR 

FY25E   Chalet  IHCL LTH 

Base RevPAR Rs 8,332 12,810 4,786 

New RevPAR Rs 8,749 13,450 5,025 

Change % 5 5 5 

          

Base Revenue Rs mn 17,563 77,384 13,437 

New Revenue Rs mn 18,322 81,025 14,109 

Change % 4.3 4.7 5.0 

          

Base EBITDA Rs mn 8,412 26,573 7,163 

New EBITDA Rs mn 9,077 29,930 7,794 

Change % 7.9 12.6 8.8 

          

Base PAT Rs mn 3,918 17,947 2,466 

New PAT Rs mn 4,415 20,383 2,844 

Change % 12.7 13.6 15.3 

          

Base RoE % 19.5 17.6 22.2 

New RoE % 21.7 19.7 25.1 

Change bps 220 216 297 

          

Base RoCE % 15.4 19.8 18.5 

New RoCE % 16.8 22.6 20.3 

Change bps 136 280 187 

          

Base Net Debt Rs bn 29.5 -38.2 14.1 

New Net Debt Rs bn 29 -40.6 13.7 

Change % -1.7 6.2 -2.8 

          

Base Net Debt/EBITDA x 3.5 -1.4 2.0 

New Net Debt/EBITDA x 3.2 -1.4 1.8 

Change % -8.9 -5.7 -10.7 

          

Base TP Rs 825 525 145 

New TP Rs 904 590 159 

Change % 9.6 12.4 9.7 

Source: Company, Emkay Research 

 

Exhibit 36: Total number of rooms (including ‘managed’ rooms) to 
expand at a fast clip 

 

Source: Company, Emkay Research 

Exhibit 37: Share of ‘managed’ rooms in the portfolio to see a more 
rapid increase for IHCL vs. LTH 

 

Source: Company, Emkay Research 
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Exhibit 38: Rev. growth over FY23-26E to be strongest for Chalet  

 

Source: Company, Emkay Research 

Exhibit 39: Chalet also led in EBITDA growth  

 

Source: Company, Emkay Research 

 

Exhibit 40: LTH primed to clock the best margin of the three; Chalet to register quicker margin 

expansion  

 

Source: Company, Emkay Research 

 

Exhibit 41: All three companies set to register better RoE… 

 

Source: Company, Emkay Research 

Exhibit 42: …as well as improvement in RoCE  

 

Source: Company, Emkay Research 
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Appendix 
 

Exhibit 43: Hotel Industry - Quarterly KPIs 

 Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 

ARR (Rs)            

IHCL 7,024 8,273 11,348 10,569 11,397 11,003 15,456 16,915 12,614 12,972 18,111 

Chalet 3,523 3,882 5,078 5,429 7,457 7,930 10,168 11,304 10,317 9,610 10,974 

Lemon Tree 2,362 3,028 3,901 4,093 4,822 4,917 5,738 5,824 5,237 5,268 6,333 

            

YoY growth (%) 

IHCL 45% 53% 37% 24% 62% 33% 36% 60% 11% 18% 17% 

Chalet -57% -4% 26% 30% 112% 104% 100% 108% 38% 21% 8% 

Lemon Tree -10% 14% 54% 64% 104% 62% 47% 42% 9% 7% 10% 

            

Occupancy (%) 

IHCL 28 57 67 58 70 70 72 75 75 76 77 

Chalet 36 56 60 55 78 71 65 74 70 73 71 

Lemon Tree 30 51 58 46 65 66 68 74 70 72 66 

            

Occupancy chg. YoY (PP) 

IHCL 7.9 24.3 19.2 1.3 42.0 13.4 5.5 16.3 4.3 5.9 4.7 

Chalet 24.8 31.0 27.0 16.0 42.0 15.0 5.0 19.0 (8.0) 2.0 6.0 

Lemon Tree 0.7 18.6 15.2 (9.9) 35.5 15.2 10.0 27.5 5.1 5.5 (1.7) 

            

RevPAR (Rs) 

IHCL 1,992 4,683 7,558 6,172 8,023 7,681 11,144 12,636 9,428 9,840 13,918 

Chalet 1,252 2,161 3,035 2,973 5,794 5,650 6,640 8,363 7,182 7,034 7,838 

Lemon Tree 699 1,544 2,247 1,887 3,139 3,255 3,879 4,286 3,678 3,775 4,176 

            

RevPAR YoY growth (%) 

IHCL 101% 167% 92% 27% 303% 64% 47% 105% 18% 28% 25% 

Chalet 35% 115% 130% 85% 363% 161% 119% 181% 24% 24% 18% 

Lemon Tree -8% 80% 110% 27% 349% 111% 73% 127% 17% 16% 8% 

Source: Company 
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Exhibit 44: Hotels – Financial detail  

  Q1FY22 Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23 Q3FY23 Q4FY23 Q1FY24 Q2FY24 Q3FY24 

Revenue (Rs mn)            

IHCL 3,446  7,284   11,112  8,721   12,661   12,326   16,858   16,254   14,664   14,332   19,638  

Chalet  695  1,123  1,642  1,480  2,530  2,478  2,897  3,379  3,108  3,145  3,737  

Lemon Tree  422   969  1,437  1,195  1,920  1,967  2,335  2,527  2,223  2,272  2,887  

            

Revenue growth – YoY (%) 

IHCL 140% 184% 98% 42% 267% 69% 52% 86% 16% 16% 16% 

Chalet 32% 91% 93% 51% 264% 121% 76% 128% 23% 27% 29% 

Lemon Tree 4% 104% 110% 26% 356% 103% 63% 111% 16% 15% 24% 

            

EBITDA (Rs mn) 

IHCL  (1,488)  728  3,218  1,590  3,779  2,940  5,972  5,355  4,102  3,548  7,324  

Chalet  (86)  188   404   314  1,019   851  1,135  1,524  1,098  1,260  1,660  

Lemon Tree (1)  339   633   368   924   936  1,265  1,399  1,045  1,019  1,397  

            

YoY change (%) 

IHCL -44% -148% -2022% 123% -354% 304% 86% 237% 9% 21% 23% 

Chalet 42% -929% 288% 1352% -1289% 353% 181% 385% 8% 48% 46% 

Lemon Tree -102% 308% 215% 29% -117620% 176% 100% 280% 13% 9% 10% 

            

EBITDA Margin (%) 

IHCL (43.2) 10.0  29.0  18.2  29.8  23.9  35.4  32.9  28.0  24.8  37.3  

Chalet (12.3) 16.7  24.6  21.2  40.3  34.3  39.2  45.1  35.3  40.0  44.4  

Lemon Tree (0.2) 34.9  44.1  30.8  48.1  47.6  54.2  55.4  47.0  44.8  48.4  

            

YoY chg. in margin (bps) 

IHCL  14,202  6,857  3,194   664  7,304  1,385   647  1,471   (187) 90   187  

Chalet  (87) 2,056  1,238  1,902  5,259  1,762  1,454  2,386   (494)  571   525  

Lemon Tree  (1,090) 1,750  1,469  82  4,829  1,265  1,010  2,454   (108)  (276)  (575) 

            

Employee cost as a share of revenue (%) 

IHCL 72.2  38.3  28.1  35.6  28.4  30.5  25.2  26.0  29.2  30.7  23.9  

Chalet 32.9  21.1  15.9  18.6  13.2  15.0  13.6  12.2  15.0  15.1  13.1  

Lemon Tree 41.3  23.8  19.5  24.1  18.0  18.3  16.3  16.2  19.2  20.4  17.0  

            

Other cost as a share of revenue (%) 

IHCL 62.9  43.1  34.2  38.3  33.5  37.3  31.1  33.4  34.9  36.7  31.0  

Chalet 51.1  41.6  40.9  42.5  32.8  36.6  33.5  31.4  37.4  34.0  31.8  

Lemon Tree 51.3  34.5  29.7  38.0  27.9  27.8  23.9  23.3  28.2  29.0  28.9  

            

RM cost as a share of revenue (%) 

IHCL 8.1  8.6  8.8  7.9  8.2  8.4  8.3  7.7  7.9  7.8  7.8  

Chalet 10.7  15.5  17.2  16.2  13.0  13.2  13.0  10.6  11.6  10.2  10.1  

Lemon Tree 7.6  6.7  6.8  7.0  6.0  6.2  5.6  5.1  5.6  5.8  5.8  

Source: Company, Emkay Research 
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CHALET HOTELS 

RECOMMENDATION HISTORY - DETAILS  

   Date 
 Closing  

Price (INR)  
 TP (INR)  Rating  Analyst 

   25-Jan-24            762             825  Add Santosh Sinha 

   03-Jan-24            678             745  Add Santosh Sinha 

   04-Dec-23            579             620  Add Santosh Sinha 

   30-Nov-23            590             620  Add Santosh Sinha 

   26-Oct-23            557             620  Hold Santosh Sinha 

   05-Oct-23            593             625  Hold Santosh Sinha 
 

Source: Company, Emkay Research 
 

RECOMMENDATION HISTORY - TREND 

. 

Source: Bloomberg, Company, Emkay Research 
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INDIAN HOTELS 

 RECOMMENDATION HISTORY - DETAILS    

   Date 
 Closing  

Price (INR)  
 TP (INR)  Rating  Analyst 

   02-Feb-24            500             525  Add Santosh Sinha 

   03-Jan-24             451             485  Add Santosh Sinha 

   04-Dec-23            434             455  Add Santosh Sinha 

   30-Nov-23            422             455  Add Santosh Sinha 

   29-Oct-23            375             455  Buy Santosh Sinha 

   05-Oct-23             418             485  Buy Santosh Sinha 
 

Source: Company, Emkay Research 
 

RECOMMENDATION HISTORY - TREND 

. 

Source: Bloomberg, Company, Emkay Research 
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LEMON TREE HOTELS 

RECOMMENDATION HISTORY - DETAILS  

   Date 
 Closing  

Price (INR)  
 TP (INR)  Rating  Analyst 

   08-Feb-24             138              145  Add Santosh Sinha 

   03-Jan-24             129              140  Add Santosh Sinha 

   04-Dec-23              116              130  Add Santosh Sinha 

   30-Nov-23              114              130  Add Santosh Sinha 

   11-Nov-23              113              130  Buy Santosh Sinha 

   05-Oct-23              118               141  Buy Santosh Sinha 
 

Source: Company, Emkay Research 
 

RECOMMENDATION HISTORY - TREND 

. 

Source: Bloomberg, Company, Emkay Research 
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GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL): 

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment 

management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading 

markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of 

BSE Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX), Multi Commodity Exchange of India Ltd (MCX) 

and National Commodity & Derivatives Exchange Limited (NCDEX) (hereinafter referred to be as “Stock Exchange(s)”). EGFSL along with its [affiliates] 

offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail), merchant 
banking, commodity broking, depository participant, portfolio management and services rendered in connection with distribution of primary market issues 

and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e. www.emkayglobal.com.  

EGFSL is registered as Research Analyst with the Securities and Exchange Board of India (“SEBI”) bearing registration Number INH000000354 as per SEBI 

(Research Analysts) Regulations, 2014. EGFSL hereby declares that it has not defaulted with any Stock Exchange nor its activities were suspended by any 

Stock Exchange with whom it is registered in last five years. However, SEBI and Stock Exchanges had conducted their routine inspection and based on their 

observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL 

has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by 

SEBI at any point of time.  

EGFSL offers research services to its existing clients as well as prospects. The analyst for this report certifies that all of the views expressed in this report 
accurately reflect his or her personal views about the subject company or companies and its or their securities, and no part of his or her compensation was, 

is or will be, directly or indirectly related to specific recommendations or views expressed in this report.  

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is 

its accuracy or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an 

offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the clients 

simultaneously, not all clients may receive this report at the same time. The securities discussed and opinions expressed in this report may not be suitable 

for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. 

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. EGFSL may 

have issued or may issue other reports (on technical or fundamental analysis basis) of the same subject company that are inconsistent with and reach 

different conclusion from the information, recommendations or information presented in this report or are contrary to those contained in this report.  Users 
of this report may visit www.emkayglobal.com to view all Research Reports of EGFSL. The views and opinions expressed in this document may or may not 

match or may be contrary with the views, estimates, rating, and target price of the research published by any other analyst or by associate entities of 

EGFSL; our proprietary trading, investment businesses or other associate entities may make investment decisions that are inconsistent with the 

recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise 

to real or potential conflicts of interest including but not limited to those stated herein. Additionally, other important information regarding our relationships 

with the company or companies that are the subject of this material is provided herein. All material presented in this report, unless specifically indicated 

otherwise, is under copyright to Emkay. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or 

distributed to any other party, without the prior express written permission of EGFSL . All trademarks, service marks and logos used in this report are 

trademarks or registered trademarks of EGFSL or its affiliates. The information contained herein is not intended for publication or distribution or circulation 
in any manner whatsoever and any unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise 

expressly authorized. Please ensure that you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities 

and Exchange Board of India before investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to 

be reliable, although its accuracy and completeness cannot be guaranteed. 

This report has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research report relating 

to any issuer/subject company.  

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets. 

Disclaimer for U.S. persons only: Research report is a product of Emkay Global Financial Services Ltd., under Marco Polo Securities 15a6 chaperone 

service, which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s) preparing the research report is/are 

resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject 
to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of Financial Institutions Regulatory Authority 

(FINRA) or required to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public 

appearances and trading securities held by a research analyst account.  

This report is intended for distribution to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the 

Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report 

is not a Major Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may 

not be copied, duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor. In reliance on the exemption from 

registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major Institutional 

Investors. Emkay Global Financial Services Ltd. has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. 
("Marco Polo"). Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer. 
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RESTRICTIONS ON DISTRIBUTION 

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, 

country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. Except otherwise restricted by 

laws or regulations, this report is intended only for qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of 

such jurisdictions. Specifically, this document does not constitute an offer to or solicitation to any U.S. person for the purchase or sale of any financial 

instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise stated, this message should not be construed as official 

confirmation of any transaction. No part of this document may be distributed in Canada or used by private customers in United Kingdom.  
 

ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL) 

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and 

their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, 

or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the 

content of this research report, in part or in whole, certifies that he or his associated persons1 may have served as an officer, director or employee of the 

issuer or the new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate 

investment trust; and in the case of any other entity, an officer or its equivalent counterparty of the entity who is responsible for the management of the 

issuer or the new listing applicant). The research analyst(s) primarily responsible for the content of this research report or his associate may have Financial 
Interests2 in relation to an issuer or a new listing applicant that the analyst reviews. EGFSL has procedures in place to eliminate, avoid and manage any 

potential conflicts of interests that may arise in connection with the production of research reports. The research analyst(s) responsible for this report 

operates as part of a separate and independent team to the investment banking function of the EGFSL and procedures are in place to ensure that confidential 

information held by either the research or investment banking function is handled appropriately. There is no direct link of EGFSL compensation to any 

specific investment banking function of the EGFSL. 

 
1 An associated person is defined as (i) who reports directly or indirectly to such a research analyst in connection with the preparation of the reports; or (ii) 

another person accustomed or obliged to act in accordance with the directions or instructions of the analyst. 

 
2 Financial Interest is defined as interest that are commonly known financial interest, such as investment in the securities in respect of an issuer or a new 
listing applicant, or financial accommodation arrangement between the issuer or the new listing applicant and the firm or analysis. This term does not 
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