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LA QUINTA HOLDINGS INC. 

NYSE:LQ 

Analyst: 

Sector:  

JACKY CHENG 

SERVICES 

BUY   Price Target: $26.00 

Key Statistics as of 4/10/2015  Thesis Points: 

Market Price: 

Industry:  

Market Cap: 

52-Week Range: 

Beta: 

$23.15 

Resorts & Casinos 

$3.06 B 

$16.01-24.38 

NA 

  Recent IPO with strong RevPAR and adjusted 

EBITDA 

 Growing Free Cash Flow 

 Growing Pipeline/International Expansion 

 Decrease in Net Debt 
  

Company Description:   

La Quinta Holdings Inc. is one of the largest owners, operators, and franchisors of select-service hotels. It owns, 

operates, and franchises select-service hotels under the La Quinta brand. It serves the upper-midscale and midscale 

segments. As of February 24, 2015, the company owned and franchised portfolio consisted of 850 La Quinta Inn & 

Suites, and La Quinta Inn branded hotels with approximately 86,000 rooms located in 47 states, as well as in Canada and 

Mexico. The company was found in 1968 and is headquartered in Irving, Texas. 
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Thesis 
 

La Quinta Holdings is the leading owner, operator and 

franchisor of select-service hotels with a national 

footprint. Recently going IPO last April, the company 

has witnessed growth in revenue and EBITDA along 

with growing free cash flow while paying off net debt at 

a steady pace. As the company continues to grow its 

pipeline to other places, it is expected that revenue and 

EBITDA will keep growing at a steady pace. With 

increasing free cash flow, it is expected that management 

will compensate its investors by possibly starting 

dividend payments.  

 

Management 

 

Wayne Goldberg is the President & CEO of La Quinta 

Holdings since 2006. Wayne brings over 36 years of 

experience to the table in the select-service lodging 

industry as he took on other executive positions 

BridgeStreet Accommodations, a worldwide corporate 

housing provider, and Red Roof Inns, Inc. 

 

 
*Above is Wayne Goldberg’s Compensation. 

 

Keith Cline is the EVP & CFO of La Quinta Holdings 

since 2013. Cline has more than 22 years of financial 

leadership experience across a variety of industries, 

including over 13 years of public company experience 

and significant experience with consumer brand 

companies.  

 
*Above is Keith Cline’s Compensation. 

 

Expansion 

 

La Quinta has been increasing its pipeline and expanding 

internationally, making a presence in Mexico and Central 

and South America. The company has opened 14 

franchised hotels with over 1000 rooms in Q4 which 

contributed to the RevPAR (Revenue Per Available 

Room) growth of 8.4%. This has increased the pipeline 

to 207 totaling over 17,000 rooms. 

 

 
*The map above shows the geographical location of La Quinta 

properties. 

 

La Quinta has been dedicated to expanding its presence 

in Latin America and South America. The improving 

economy, increase in middle class, and lack of select-

service hotels makes Latin America an attractive market. 

There are plans to open several hotels in Mexico and one 

in Honduras this year. 
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*The map above shows the geographical locations of La Quinta’s 

pipelines undergoing construction in Central and South America. 

 

Financials 

 
Decrease in Leverage 

Since the IPO, La Quinta Holdings was able to generate 

strong free cash flows. With the $700 million they have 

generated in net proceeds, the company was able to do a 

myriad of items including paying off $205 million of 

debt, with $195 million that was voluntary. This 

improved net debt/adjusted EBITDA to 4.7x. 

Management plans on bringing the net debt/adjusted 

EBITDA down to 4.0x which they anticipate that it will 

happen this year where management will evaluate a 

market-appropriate return of capital to our shareholders. 

 

 
 

Consistent Growth 

La Quinta has been impressive with growth in its 

financials. With the strong demand in the upper-midscale 

and midscale segments exceeding supply, this drives the 

RevPAR growth up. In 2013, the RevPAR growth went 

up 4.2% in the upper-midscale segment and 4.1% in the 

midscale segment. 

 

The adjusted EBITDA has increased 10.4% from the 

prior year and the EBITDA margin increased 60 basis 

points to 38%. Breaking the adjusted EBITDA down to 

the two segments, the franchise increased 11.6% from 

the prior year, increasing the franchise base by 8% 

including opening its 500th franchise property. With the 

owned property, the adjusted EBITDA increased 11.6% 

from the prior year. 

 

 
 

With the additional franchises added this year, La Quinta 

saw an 8% increase in RevPAR and 8% growth in 

franchise unit base. This also resulted in a 4.4% increase 

in average daily rate (ADR). 

 

Future Outlook 
 

For FY 2015, La Quinta anticipates RevPAR in increase 

between 5.5 and 7 percent compared to 2014 as an 

expectation to open between 50-55 new properties, and 

foresees meaningful growth in adjusted EBITDA. Along 

with these growing aspects, La Quinta is wisely using its 

free cash flow to pay off leverage and will continue to do 

so to optimize capital structure. It is foreseen that 

dividend payments could start this year or next year the 

latest. With its past strong performance and plans for 

expansion, it is a reasonable projection and assumption 

to make as they will grow in many aspects in their 

financials in the long run. 

 

Conclusion 

 

With strong performance since going public, La Quinta 

Holdings has performed its best ever, with nothing but 

success in the future. The maturity stage for this 

company is nowhere close in the short term as they are 

continuously expanding domestically and internationally. 

With expectations of lowering the company’s debt 
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significantly by the end of this year with the cash 

generated and eventually repaying its shareholders. With 

the management’s aggressive approach to maximize 

efficiencies which in turn cuts costs and boosts 

profitability, La Quinta Holding is a BUY. 
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