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1. Executive Summary
Over the past five years, the company has demonstrated a strong post-pandemic operational recovery, more than doubling its net sales from SEK 10.1 billion in 2021 to SEK 22.3 billion in 2025. Profitability has successfully stabilized, yielding consistent operating margins of roughly 12% and exceptionally high gross margins. However, the balance sheet remains highly leveraged and asset-heavy, primarily driven by substantial lease liabilities and capitalized right-of-use assets recognized under IFRS 16. While day-to-day operations generate robust cash flows, the company’s liquidity ratios appear constrained by its short-term lease obligations, and net profit margins remain thin due to high financial costs.
2. Profitability & Revenue Trends
· Top-Line Recovery: Net sales surged by 121% between 2021 and 2025, indicating a full recovery in hotel occupancy and room rates. Growth has plateaued in 2024–2025, suggesting the company has reached a stabilized post-pandemic run-rate.
· Exceptional Gross Margins: The Gross Margin (calculated as Net Sales minus Raw Materials and Consumables) is exceptionally high and stable, improving slightly from 91.7% in 2021 to 92.7% in 2025. This reflects the core hotel business model, where the direct Cost of Goods Sold (primarily food and beverage) is minimal compared to total revenue. The bulk of the company's expenses (staff, utilities, depreciation, and lease costs) are classified as operating expenses rather than COGS.
· Operating Margin Stabilization: After a negative margin in 2021, the Operating Profit (EBIT) margin quickly recovered and has stabilized between 11.9% and 12.9% from 2022 to 2025.
· Net Profit Compression: Despite solid operating margins, the Net Profit Margin remains relatively low (averaging 2.5% to 3.0% in recent years). This indicates that a significant portion of operating profits is consumed by net financial items (interest expenses on debt and leases), which consistently hover around SEK 1.8B to 2.0B annually.
3. Operational Efficiency
· Fixed Asset Turnover: The Fixed Asset Turnover ratio (using Total Non-Current Assets as the denominator, which includes Property, Plant & Equipment, Right-of-Use assets, and Intangibles) is low, increasing from 0.23x in 2021 to approximately 0.44x in 2025. This low turnover is a direct result of the company's heavily asset-intensive balance sheet, driven by SEK 38.7B in capitalized Right-of-Use (lease) assets and SEK 6.6B in Goodwill and Trademarks. While the accounting return on these massive non-current assets appears low, the underlying operational cash generation remains highly efficient.
· ASSET TURNOVER
While Scandic Hotels Group has shown strong post-pandemic revenue recovery, its Asset Turnover ratios appear artificially low. This is not due to operational inefficiency, but rather an accounting distortion caused by a heavily asset-intensive balance sheet (specifically, massive capitalized Right-of-Use lease assets under IFRS 16 and intangible assets like Goodwill).

4. Liquidity 
· Low Current Ratios: The Current Ratio and Quick Ratio remain low, hovering around 0.3x. At first glance, this suggests short-term liquidity stress, as current liabilities (SEK 6.6B) heavily outweigh current assets (SEK 2.1B).
· Lease Liability Impact: This metric is highly distorted by the business model. A massive portion of current liabilities consists of current lease liabilities (SEK 2.7B).
5. LEVERAGE
· High Reported Leverage: The Debt-to-Equity ratio is exceptionally high (16.7x in 2025), and the Equity Ratio is just 5.6%.
· IFRS 16 Distortion: This extreme leverage is almost entirely attributable to SEK 43.7B in total lease liabilities. If lease liabilities were excluded, the underlying financial leverage would be much more conservative.
· Debt Reduction: The company has actively paid down traditional financial debt. Liabilities to credit institutions dropped from SEK 3.3B in 2021 to under SEK 1.0B in recent years, showing a commitment to reducing bank exposure.
· Interest Coverage: The Interest Coverage Ratio is stable at ~1.4x (EBIT of ~SEK 2.6B vs. Net Financial Items of ~SEK 1.8B). While positive, this leaves a relatively thin margin of safety, meaning any significant drop in hotel occupancy or revenue could quickly threaten the company's ability to cover its fixed financial obligations.
6. Conclusion & Key Takeaways
Scandic has successfully navigated its post-pandemic recovery, achieving stable top-line revenue, exceptionally high gross margins, and solid operating margins. The core business is highly efficient at generating cash and collecting receivables. However, the financial statements reflect a highly leveraged, asset-heavy capital structure driven by long-term real estate leases and capitalized intangibles. Management's primary financial focus moving forward should be maintaining high occupancy rates to ensure operating profits are sufficient to cover the substantial fixed financial costs, while continuing to pay down traditional bank debt.

