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Limoneira Company Buy 
(LMNR – $15.12) Price Target:  $19 

 

A Mixed Quarter But Value Proposition Unchanged; 

Reiterate Buy Rating And $19 PT 

Limoneira reported mixed Q3’23 results, with the bottom line modestly below 
our estimates on depressed pricing and delayed harvests, but the core of the 
value thesis remains intact. We expect the effects of Limoneira’s asset 
monetization strategy to move from a much improved balance sheet in FY23 
to a much improved income statement in FY24 given a series of converging 
factors, and reiterate our Buy rating accordingly despite the Q3’23 results. 

• Q3’23 Results – Limoneira faced an impossible YoY comp, given a prior year 
which saw both record avocado volume and pricing converge. Backing out 
the Q3’22 $9M+ avocado profit, YoY EBITDA only declined by ~$3M to 
$2.8M despite weaker lemon prices and harvest delays which dragged 
down fresh utilization rates (60%, vs 70%+ YoY). All in, we believe Limoneira 
navigated a challenging period quite well. 

 

• Pricing Improvement On Horizon? – Limoneira realized an average price/ca 
of $17.92 in the period, with YTD pricing even below what was seen in the 
same period at the onset of Covid. However, management noted an 
improved environment may be underway as supply constraints across 
multiple growing regions have led to prices in the $20-$25/ca level 
currently. If even the low end of this range is sustained throughout FY24, 
we believe our $16M EBITDA estimate could be conservative by $4M-$5M. 

• Transition Underway – Exiting operations in early FY23 which were 
unprofitable at $18/ca and overhauling its balance sheet has considerably 
raised the floor for Limoneira. From this higher floor in FY23, we expect a 
considerable improvement in FY24 driven by a series of factors, including 
higher lemon prices, higher avocado volume, a full year of farm 
management revenue contributions, ramping third party fruit volume, and 
income from fallowing programs. 

• Asset Monitization and Harvest At Limoneira On Track – We continue to 
expect ~$50M of additional real estate asset sales in coming quarters, while 
an undersupplied real estate market should continue to support Harvest at 
Limoneira cash flow visibility. Between these initiatives and an improved 
operational outlook, we believe Limoneira could move from a ~$30M net 
debt position ending Q3’23 to a ~$30M net cash position ending FY24. 

• Limoneira Participation At BIG7 Conference – Limoneira management will 
be attending the BIG7 Conference hosted by Lake Street Capital Markets in 
New York City on September 14th. 
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Changes Previous Current 

Rating: -- Buy 

Price Target: -- $19  

FY23E Rev M: $176  $176  

FY24E Rev M: $195  $195  

FY23E EPS: $0.70  $0.51  

FY24E EPS: $0.18  $0.15  

   

Profile     

Price:  $15.12  

Shares Out M:  18.0 

Market Cap M:  $272  

Enterprise Value M:  $302  

Avg. Daily Vol K:  111 

Insiders Own  9% 

Short Int, M / % of float:  0.3 / 2% 

Div / Yield  $0.30/2.0% 

   

 
Rev (M) 2022A 2023E 2024E 

Jan $39.3  $37.9A $40.0  

Apr $46.8  $48.1A $55.0  

Jul $58.9  $52.5A $58.0  

Oct $39.7  $38.0  $42.0  

FY $184.6  $176.5  $195.0  

    

EPS 2022A 2023E 2024E 

Jan ($0.38) $0.84A ($0.17) 

Apr $0.08  ($0.10A) $0.17  

Jul $0.40  ($0.07A) $0.24  

Oct ($0.16) ($0.20) ($0.11) 

FY ($0.04) $0.51  $0.15  

EBITDA (M) $11.9  ($0.6) $16.4  

    

    

Valuation 2022A 2023E 2024E 

EV/Rev 1.6x 1.7x 1.5x 

EV/EBITDA 25.4x nm 18.4x 

 

Management  

CEO Harold Edwards 

CFO Mark Palamountain 

 

Company Description 

Limoneira is an agribusiness company focused 

on production, processing and distribution of 

specialty crops with ~85% of its revenue derived 

from the lemon market. Additional operations 

include avocado and orange markets, and non-

core activities in real estate development. 
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INVESTMENT THESIS AND VALUATION 
We believe Limoneira has effectively navigated a challenging lemon market in recent 
years and believe a sustainable recovery is underway which the market 
underestimates. Across its core lemon market, we believe Limoneira has the right 
approach to expanding its brokered fruit business, which adds volume to its 
distribution in a capital light manner that can reduce risk amid a continued weak 
pricing environment. However, the biggest catalysts for the stock in our view are 
outside of its legacy agribusiness capabilities.  

The imminent realization of cash flows from Harvest at Limoneira, which is expected 
to generate $115M of cash from FY22 through FY28, can significantly improve the 
balance sheet by itself. In addition, perhaps the biggest potential catalyst is in the 
monetization of its land and water rights that management has begun to enact with 
$130M of a potential ~$180M being realized already. We believe this success to date 
will allow the company to re-deploy capital to growth initiatives and/or return to 
shareholders, dynamics which give us confidence in the alpha generating potential of 
the stock over the long term. 

We are reiterating our Buy rating and $19 price target. As shown below in Figure 2, 
this price target reflects a high-teen multiple of our FY24 estimates, an admittedly 
high multiple but one we believe is deserved amid a still depressed EBITDA base via 
weak lemon prices. Over the next few years, we believe shares will see a multiple 
contraction from this level given the shift from a vertically oriented to a service-
oriented business model, but believe this will generate upside for the stock as EBITDA 
generation can increase dramatically in this model while the balance sheet will be 
materially improved. Over the mid-term and beyond, we believe upside potential to 
our price target exists as plans for newfound capital flexibility are made public and 
hit the income statement, further balance sheet improvement comes via additional 
real estate sales and/or Harvest at Limoneira income, and possibly water right 
monetization efforts. 

 

 

RISKS 

• Continuation Of External Challenges - We see the biggest risk to an investment 
in LMNR as being exogenous shocks on the supply/demand dynamic which can 
significantly impact commodity lemon prices, and have done so since FY19. We 
especially believe this to be the case on the supply side, as weather related 
challenges can have a material effect on the company’s internally produced 
supply or global production can flood the market and depress prices. 
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• Weather – Unpredictable and extreme weather events may cause significant 
fluctuations in commodity prices, impact yield on company owned acreage, or 
damage yield such that its produce cannot be sold profitably. 

• Water Rights – While we are comfortable with its current access to water rights, 
given the environmental and political risks of farming in the US Southwest we 
believe access to these rights over the long term represents a possible risk. 

• Pandemic Recovery – The risks presented by COVID-19 extend throughout the 
supply chain as export markets have become unreliable and domestic demand 
has been materially impacted, especially from food service customers. Should 
these pandemic challenges continue, it would present a risk to investors in the 
immediate term. 

• Reinvestment Risk – Amid its asset monetization strategy, the company must 
not only successfully divest its land/water rights assets but also successfully 
reinvest proceeds. 

• International Trade – The domestic lemon market faces pressure from importing 
countries, particularly in Europe and Latin America. Limoneira’s own export 
activities face risks both from geopolitical threats  and from the increasing supply 
of growers in these regions. 
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FINANCIAL MODEL 
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IMPORTANT DISCLOSURES 

 

September 10, 2020 – Rating: Buy - Price Target: $17 
January 15, 2021 – Rating: Buy - Price Target: $18 
March 11, 2021 – Rating: Buy - Price Target: $20.50 
Assuming Coverage: June 5, 2021 – Rating: Buy - Price Target: $23 
June 9, 2021 – Rating: Buy – Price Target: $25 
August 25, 2021 – Rating: Buy – Price Target: $23 
March 11, 2022 – Rating: Buy – Price Target $19 

 

Source: FactSet  

RATINGS DEFINITION 

Buy rated stocks are expected to generate greater than 10% returns during the next 12 months. Hold rated stocks are expected 

to generate returns of 0% to 10% during the next 12 months. Sell rated stocks are expected to generate negative returns over the 

next 12 months and generally do not have a price target. 

Information on our valuation methodology and risks can be found in the “Investment Thesis & Valuation” and “Risks” sections 

above. 

RATINGS DISTRIBUTION 

 
 

RESEARCH DISCLOSURES 

Lake Street Capital Markets, or its affiliates, intends to seek or expects to receive compensation for investment banking services 

from the subject issuer in the next three months.  

The authoring analysts who are responsible for the preparation of this investment research are eligible for compensation based on 

the total revenue and general profitability of Lake Street Capital Markets, which includes investment banking revenue. However, 

such authoring analyst will not receive compensation that is directly based on or linked to specific investment banking transactions. 

ANALYST CERTIFICATION – REGULATION AC 

Each authoring analyst of Lake Street Capital Markets whose name appears on the front page of this investment research hereby 

certifies that (1) the recommendations and opinions expressed in this investment research accurately reflect the authoring analyst’s 

personal, independent, and objective views about any and all of the subject investments or issuers discussed herein; and (2) no 

part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the specific recommendat ions or 

views expressed by the authoring analysts. 

OTHER DISCLOSURES  

This investment research is intended for informational purposes only and does not constitute an offer or solicitation to buy or sell 

securities referenced herein in any jurisdiction where such would be prohibited. Although the information and statements of fact 

contained in this investment research have been obtained from sources we believe to be reliable, including statistical services and 

issuer statements & reports, its accuracy and completeness cannot be guaranteed. The securities discussed and any 

recommendations made herein may not be suitable for all investors depending on their specific financial position or investment 

objectives. This investment research and any opinions, recommendations, and estimates contained here represent Lake Street 

Capital Market’s judgment as of the date of this report and are subject to change without notice. Lake Street Capital Markets may 

effect transactions as a principal or agent in the securities mentioned herein. Additional information available on request. Member 

FINRA / SIPC. This report may not be reproduced, distributed, or published without the prior consent of Lake Street Capital Markets, 

LLC. All rights reserved. 

 

(as of June 7, 2023)
All Covered Investment Banking

Rating Companies (%) Clients (%)
Buy 91.8% 8.9%
Hold 7.6% 7.1%
Sell 0.5% 0.0%


