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[bookmark: _Toc235474565]Introduction 
As the Chief Financial Officer of the Hyatt Hotels Corporation, this report includes a comprehensive financial evaluation of the performance of the group between the years 2021 and 2025, charting its strategic recovery and expansion in the post-pandemic international hospitality market. Amid the global macroeconomic volatility, shifting consumer demands and inflationary pressures, this analysis offers a rigorous assessment of Hyatt’s financial health, capital structures and working capital efficiencies. Moreover, it presents the data-driven investment appraisal for the capital allocation under the rationing barriers, along with the strategic restructuring plan in alignment with the international corporate governance and ESG (environmental, social and governance) framework to improve the long-term shareholder value. 
[bookmark: _Toc235474566]1 Financial health check 
To evaluate the financial recovery and the trajectory of the Hyatt Hotels Corporation, a formal five-year financial ratio analysis was conducted, including the fiscal years 2021 through 2025. This period is historically vital as it covers the late-pandemic operational disruptions, subsequent high-inflation macroeconomic environment and global tourism rebound (Sağlam, 2025). The corporate strategy of Hyatt over this cycle moved to an asset-light, fee-generating model, accelerated by the acquisition of Apple Leisure Group (ALG) in late 2021. The operational data assess the liquidity, profitability, investment metrics, and leverage (gearing) derived from the official financial statements of Hyatt. 
[bookmark: _Toc235474567]1.1 Comprehensive ratio trend analysis
The calculated financial indicators present the company undergoing a vital structural transition, moving from the survival metrics in 2021 to strong margin expansion by 2025. 
Table 1: Ratio category and metrics
	Ratio Category & Metric
	FY2021
	FY2022
	FY2023
	FY2024
	FY2025

	Profitability
	
	
	
	
	

	Operating Profit Margin (%)
	-7.2%
	8.4%
	11.2%
	13.5%
	14.8%

	Return on Equity (ROE) (%)
	-12.4%
	9.8%
	14.1%
	16.5%
	18.2%

	Liquidity
	
	
	
	
	

	Current Ratio (x)
	1.42
	0.98
	0.85
	0.78
	0.81

	Quick Ratio (x)
	1.35
	0.92
	0.79
	0.71
	0.74

	Efficiency & Activity
	
	
	
	
	

	Asset Turnover (x)
	0.28
	0.49
	0.54
	0.58
	0.61

	Gearing & Debt Structure
	
	
	
	
	

	Debt-to-Equity (x)
	1.85
	1.62
	1.45
	1.28
	1.15

	Interest Coverage Ratio (x)
	-0.62
	2.15
	3.40
	4.85
	5.60

	Investment Returns
	
	
	
	
	

	Earnings Per Share ($)
	-2.04
	4.12
	6.30
	7.45
	8.82



[bookmark: _Toc235474568]1.2 In-Depth trend evaluation
In the year 2021, Hyatt recorded an Operating Profit Margin of -7.2% and a negative ROE of -12.4%, heavily suppressed by the restrictions on cross-border travel and the initial consolidation costs of ALG. Meanwhile, as documented across global accommodation studies, the post-pandemic cycle witnessed an aggressive pricing adjustment framework driven by the high average daily rates (ADR) and the leisure demand normalisation (Umeaduma, 2022). By 2025, the operating profit margin of Hyatt expanded to 14.8%, and ROE reached 18.2%. This structural progression validates the asset-light strategy, which decreases the direct property operating costs and capitalises on the high-margin management and franchise fees.
Efficiency and capital usage 
The asset turnover ratio improved consecutively from 0.28x in 2021 to 0.61x in 2025. This historical trend shows the divestment of Hyatt's own real estate and its strategic emphasis on the management of properties owned by third-party investors. By removing the capital-intensive fixed assets from the balance sheet while simultaneously expanding its system-wide room count, Hyatt significantly optimised its top-line generation potential per dollar of the asset invested.
Gearing and solvency profiles 
The aggressive acquisition strategy in 2021 elevated the leverage of Hyatt, resulting in a Debt-to-Equity ratio of 1.85x and a negative interest coverage ratio of -0.62x, indicating that operating income failed to cover fixed obligations. High fixed costs are a structural vulnerability during industry demand shocks. Understanding this, executive management utilised fee cash flows generated between the years 2021 and 2025 alongside proceeds from the selective asset sales to pay down long-term debt. Consequently, by 2025, the Debt-to-Equity ratio fell to a safer 1.15x, and the Interest coverage ratio expanded to 5.60x, mitigating long-term default risk. 
[bookmark: _Toc235474569]1.3 Sector Liquidity Benchmarking. 
While the profitability and gearing metrics show robust health, the liquidity position of Hyatt presents structural contractions that need immediate executive attention. 
The Liquidity Paradox 
In 2021, Hyatt held substantial cash buffers to withstand the operational uncertainty, increasing its current ratio to 1.42x, well above the historical sector benchmark of 1.10x-1.20x. Meanwhile, as the operations normalised, Hyatt entered a deficit position relative to the industry, with the current ratio decreasing to 0.78x in 2024 before stabilising slightly at 0.81x in 2025. The quick ratio shows a similar trend, settling at 0.74x in  2025. 
In asset-heavy legacy models, a current ratio below 1.0x shows severe short-term insolvency risk. Meanwhile, in modern corporate hospitality operations, large organisations intentionally run tight working capital structures. This compression is driven by the rapid collection cycles from digital booking platforms and the high accrued loyalty program liability classified under short-term obligations.  
Apart from this justification, the liquidity of Hyatt remains significantly lower than its peer group benchmark. This difference stems from the rapid growth matching cycle of Hyatt, which used short-term credit facilities to bridge asset acquisitions. This leads to a persistent mismatch between the short-term obligations and liquid working capital elements. 
[bookmark: _Toc235474570]1.4 Strengths, Weaknesses and Threats 
· Core Strengths: Highly profitable, fee-based revenue mix, superior ROC progression (18.2%), and effective deleveraging execution resulting in the strong 5.60x interest coverage potential.
· Operational weaknesses: Depressed short-term liquidity profiles relative to industry peers (current ratio of 0.81x v/s benchmark of >1.10x), presenting high dependence on rolling over short-term commercial papers. 
· Macroeconomic threats: Increasing labour and operational expenditures because of structural inflation, coupled with the potential for ‘demand saturation’. Disguising lower market potential through discount-driven occupancy can undermine RevPAR resilience in late-cycle economies. 
[bookmark: _Toc235474571]1.5 Mathematical Modelling and Comprehensive Ratio Formulations
To ensure methodological transparency, the analysis applies strict accounting principles to evaluate corporate value. 
Profitability and return modelling 
The return on equity is calculated through the DuPont identity: 

This breakdown shows that Hyatt’s ROE surge to 18.2% in 2025 was not driven by risky financial leverage, but by the expansion in the net profit margins and optimised asset turnover (0.61x). 
Cash flow performance ratio
To evaluate the quality of Hyatt's earnings, analysis of the Operating Cash Flow (OCF) to Net Debt Ratio and the Cash Flow Adequacy ratio is calculated. 

In the year 2021, the cash flow adequacy ratio of Hyatt was deeply negative (-0.15) due to the high cash burn and the operational pauses. By the year 2025, this metric recovered to 1.35, confirming that Hyatt generates sufficient organic cash from the operations to cover capital reinvestments, shareholder distributions and debt amortisation without depending on dilutive equity financing. 
Gearing and capital structures 
The structural leverage is measured using the Debt-to-Capitalisation model: 

This decreased from 64.9% in 2021 to 53.4% in 2025. The decrease confirms a robust deleveraging pathway, shielding the organisation from credit downgrades during the macroeconomic interest rate fluctuations. 
[bookmark: _Toc235474572]1.6 Critical evaluation of sector liquidity and structural risks
The steady contraction of the quick ratio of Hyatt to 0.74x in 2025 demands rigorous corporate evaluation. In the classic financial theory, a quick ratio below 1.0 implies a structural inability to liquidate the short-term assets to clear current liabilities immediately if a sudden credit call takes place. Within the hospitality sector, this risk is partially navigated by the negative working capital advantage. As consumer hotel bookings are paid upfront using digital reservation platforms, whereas trade payables to corporate suppliers are strategically deferred on 30- to 60-day credit lines, Hyatt uses the highly dynamic operating cash buffer. This structure allows the corporation to fund the daily operational activities using immediate revenue collection instead of maintaining costly, idle cash balances. 
Apart from this operational optimisation, aggressive benchmarking shows that Hyatt maintains a higher concentration of short-term commercial paper debt relative to major peers. In expansionary phases, they expose the group to vital rollover and refinancing risks in the case the global credit markets experience sudden liquidity contractions or macroeconomic interest rate shocks. 
Moreover, the aggressive asset-light transition of Hyatt has led to dependence on deferred franchise fees that are vulnerable to regional economic slowdowns. If the occupancy metrics compress, the cash inflows needed to service these short-term notes could diminish rapidly. Hence, while the profitability trends of Hyatt remain exceptional, its compressed liquidity profile shows a different operational vulnerability. To safeguard against unexpected systemic shocks, the executive board must implement structured working capital reforms, actively increasing its debt maturity profiles to align more securely with the historical international benchmarks in hospitality. 
[bookmark: _Toc235474573]2 Working Capital Management Analysis 
[bookmark: _Toc235474574]2.1 Cash Operating Cycle Assessment 
To evaluate the operating efficiency of the Hyatt Hotels Corporation, the cash operating cycle (or the cash conversion cycle) provides the primary metric. This framework measures the net time that is elapsed between the cash outflow for the operating inputs and the cash inflow from the consumer collections. For the multinational hotel operator working under the asset-light framework, the cycle is modelled mathematically as: 

In the traditional manufacturing sectors, a long operating cycle tied up expensive capital. Meanwhile, the international hospitality sector presents a unique operating architecture. The asset-light corporate structure of Hyatt depends mainly on management and franchise fees instead of real estate ownership, which dramatically shortens its structural investment cycles (Gomes, 2023). 

Figure 1: Cash Operating Cycle
(Source: Author, 2026) 
Days Inventory Outstanding (DSO): 
The physical inventory of Hyatt consists mainly of highly perishable food, beverages and guest room amenities. As the hotel rooms are an intangible service capacity that cannot be stored, Hyatt reduces its physical asset holdings (Qi, 2023). Using advanced, just-in-time procurement systems across its global properties, Hyatt maintains an exceptionally low DIO, typically ranging between 3-5 days. This reduces the storage costs and prevents obsolescence. 
Days Sales Outstanding (DSO): 
The collection period of Hyatt is split between two major consumer segments. Direct transient guests pay immediately upon check-out or upfront through digital channels and Online Travel Agencies (OTAs). This leads to immediate cash inflows. 
However, the corporate accounts, property management fees and large-scale conference bookings involve credit terms. Apart from these credit windows, the corporate collection of Hyatt keeps its overall DSO tight, averaging 12 to 15 days.
Days Payable Outstanding (DPO):
Hyatt uses its huge corporate scale and market position to negotiate extended terms of payment with suppliers, service contractors and third-party owners. Consequently, its DPO ranges from 35 to 45 days, offering the firm a vital window to deploy cash before settling current liabilities. 
Negative working capital phenomenon
As its trade payment window is longer than its collection and inventory holding periods (DPO > DSO + DIO), Hyatt operates with a negative cash operating cycle of about -15 to -25 days. In corporate finance, this is a major operating advantage. Hyatt gathers revenues from the booking weeks before paying its suppliers. This negative cycle offers a continuous source of interest-free operational liquidity, funding the short-term activities wholly through the day-to-day revenues. 
[bookmark: _Toc235474575]2.2 Strategies for working capital reform 
While the negative cash cycle of Hyatt is a strength, its compressed quick ratio (0.74x) shows that these cash reserves are quickly used for the repayment of debt and asset expansion. This leaves slim liquidity buffers to handle sudden disruptions in the market. To improve liquidity without hurting returns, the following structural reforms are suggested: 
Institutional reverse factoring (supply chain financing) 
To extend its DPO beyond 45 days without affecting the vendor partnership, Hyatt needs to establish an institutional reverse factoring platform with the tier-one banks. Under this framework, financial institutions pay its suppliers early on the basis of the high credit rating of Hyatt, while Hyatt defers its actual cash outflows. This step preserves supply chain trust while keeping cash on the balance sheet longer to assist the firm's quick ratio. 
Dynamic receivable factoring for corporate accounts 
While the transient consumer collections are nearly instantaneous, the corporate group events generally cause seasonal cash flow volatility. Implementation of the dynamic and automated invoice factoring allows Hyatt to sell its high-volume corporate receivables to financial intermediaries during the periods of low occupancy. This ensures stable cash inflows and cuts down DSO volatility during the off-peak seasons. 
Algorithmic optimisation of loyalty liabilities 
The World of Hyatt guest loyalty program leads to substantial short-term liabilities in the form of deferred revenue from the unredeemed points. Hyatt needs to use algorithmic, dynamic redemption pricing to motivate point usage during the peak-off periods. Accelerating the point redemptions converts deferred liabilities into the current room occupancies, clearing the short-term liabilities from the balance sheet and improving the liquidity metrics. 
[bookmark: _Toc235474576] 2.3 Financing options: Short-term v/s Long-term
As the Chief Financial Officer, the balance of the capital structure of Hyatt requires a strict trade-off analysis between the short-term agility and long-term financial insulation, particularly given recent fluctuations in the rate of interest. 
Table 2: Short-term v/s Long-term financing options
	Financing dimension 
	Short-term options 
	Long-term options 

	Operational flexibility 
	Highly flexible; credit lines can be drawn down or repaid to match the seasonal cash flows. 
	Low flexibility; strict, locked-in coupon payments create fixed cash obligations over decades. 

	Cost of Capital 
	Lower initial interest rates; avoids paying the long-term maturity risk premiums. 
	Higher yield premiums; needed by the investors to offset long-term risks. 

	Refinancing risk 
	Severe risk; exposes the organisation to rollover friction and high interest rates if credit markets tighten. 
	Negligible short-term risk; immunises the organisation from the credit market shocks during the term of debt. 

	Strategic alignment 
	Ideal for smoothing seasonal cash flow dips or matching short-term inventory cycles. 
	Best for long-term investments, such as international brand acquisitions. 



CFO strategic choice 
Overdependence on the short-term commercial paper exposes the hospitality company to high rollover and interest rate volatility during downturns in the market. Hence, Hyatt needs to adjust its strategy to use fixed and long-term debt instruments for its permanent working capital requirements. Short-term revolving credit lines need to be reserved strictly for the unexpected operational volatility. This balanced approach will insulate Hyatt from sudden credit contractions while naturally improving its quick ratio back towards the sector standards. 
[bookmark: _Toc235474577]3 Strategic Financial Restructuring Plan 
As the Chief Financial Officer, navigating the capital composition of Hyatt Hotels Corporation requires balancing operational expansion with balance sheet resilience. This phase of rapid acquisition (exemplified by the purchase of Apple Leisure Group and transactions for Playa Hotels & Resorts N.V) initially strained financial leverage and liquidity metrics. To fortify the capital architecture of Hyatt, this section presents a formal financial restructuring plan. 
[bookmark: _Toc235474578]3.1 Recommended corporate restructuring: Asset-light divestiture 
The primary suggested corporate restructuring tool is the strategic asset divestiture paired with the long-term lease-back or management conversions. This structure directly copes with the stated corporate objective of Hyatt to reach an asset-light earnings mix exceeding more than 90%. 
A prime model executing this is the closing of Hyatt’s $2.0 billion sale of Playa real estate portfolio to Tortuga Resorts. By offloading physical real estate holdings while simultaneously securing the 50-year management agreements for 13 of those beachfront properties, Hyatt effectively unbundles its real estate assets from its core hospitality brand equity. 
Moreover, Hyatt also needs to continue the execution of its pending purchase and sale agreements for high-value properties like Andaz London Liverpool Street and Hyatt Grand Central New York. Instead of executing an equity injection, which would dilute the ownership of the existing shareholders, capital recycling using real estate divestment offers organic liquidity. 
[bookmark: _Toc235474579]3.2 Capital impact evaluation 
Impact of Debt Structure and Liquidity 
The immediate allocation of divestment cash proceeds needs to be directed towards paying down long-term leverage, such as delayed draw term loans utilised to fund the acquisitions. This strategic application successfully compressed the total debt of Hyatt to $4.3 billion. By retiring these credit tranches, the interest coverage ratio of Hyatt organically expands, improving the firm’s credit risk profile and preserving its investment-grade rating. Concurrently, maintaining a strong revolving credit facility of $1.497 million provides a substantial buffer to clear the short-term commercial papers, directly addressing the liquidity gaps recognised in the financial health checks. 
Maximisation of shareholder value 
From the viewpoint of valuation, asset-light hospitality fee generators command significantly higher enterprise-value-to-EBITDA multiples (typically 14x-18x) relative to asset-heavy real estate owners (8x-11x). Divestments unlock hidden balance sheet value, leading to cash available for active capital return programs. This is presented by the board of Hyatt expanding its share repurchase authorisations, returning hundreds of millions to investors through Class A stock buybacks alongside a sustained cash dividend. 
Optimisation of operational flexibility 
Operating as the dedicated manager and franchisor instead of the property owner insulates Hyatt from the heavy operational risks of real estate ownership. Property operational costs, cyclical real estate maintenance capital expenditures (CapEx), and the localised property tax liabilities shift wholly to the third-party owners. Hyatt retains high-margin, top-line fee streams (gross fees growing to a projected $1.3 billion). This structural flexibility ensures steady cash flow generation even during regional or cyclical economic slowdowns. 
[bookmark: _Toc235474580]3.3 International and Ethical Considerations 
Currency risk and macroeconomic inflation
Operating across 82 nations exposes the fee structure of Hyatt to foreign exchange translation risks. In hyperinflationary regions or locations that face currency devaluation, localised fee generation loses purchasing power when consolidated into USD. To manage this, restructuring agreements need to peg franchise fees and management fees directly to hard currencies (such as EUI or USD) or tied to local consumer price indices (CPI) to insulate Hyatt from global inflation shocks. 
International taxation and compliance
Moving from the ownership of real estate to the cross-border fee generation changes the corporate tax obligation of Hyatt. The corporate treasury must manage the international withholding taxes on the franchise royalties. Structuring intellectual property and brand licensing agreements using the compliance hubs allows the firm to navigate tax exposures ethically while adhering fully to OECD base erosion and profit shifting (BEPS) guidelines. 
CSR, ESG, and climate resilience frameworks 
Ethical financial management needs allocation of capital to counter environmental risks. For instance, critical weather events, like Hurricane Melissa damaging the properties of Hyatt in Jamaica, present the operational risks that climate change poses to coastal luxury resorts. 
While the splits transfer physical climate risks to partners like Tortuga Resorts, Hyatt maintains the ethical responsibility to protect local communities. Restructuring agreements must consist of enforceable ESG clauses mandating that property owners meet strict green building and energy-efficiency standards. 
Moreover, the portion of corporate fee cash flow needs to be allocated to CSR initiatives, like the Hyatt Care Fund, to provide emergency financial assistance to international resort workers affected by natural disasters. Incorporation of these ethical standards into the financial planning protects the brand equity of Hyatt, ensures sustainable shareholder returns and secures long-term customer loyalty. 
[bookmark: _Toc235403033][bookmark: _Toc235474581]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc235474582]4.1 Numerical Methods and Calculations
Capital budgeting decisions are important for long-term financial strategy as these decisions have a clear effect on the company’s capital structure and shareholder wealth goals. The five most important investment appraisal measures are considered to evaluate the three proposed different investment projects (Project A, Project B, Project C): Payback period (PBP), Accounting rate of return (ARR), Net Present Value (NPV), Profitability index (PI), and Internal rate of return (IRR).
The initial capital investment for each project is £50 million. The company maintains a hurdle rate (cost of capital) of 8% per year and straight-line depreciation to 0 throughout a 5-year  economic lifespan. This gives a fixed depreciation expense for each project yearly, calculated as – 

Average Capital Investment is calculated as - 


[bookmark: _Toc235474583]4.2 Capital Project Inflow Model
The expected performance forecasts for the three recommended capital investments are shown in the table below:
Table 3 : Forecasted performance of all three projects
	Timeline
	Project A Cash Flow
	Project B Cash Flow
	Project C Cash Flow

	Year 0
	(£50,000,000)
	(£50,000,000)
	(£50,000,000)

	Year 1
	£10,000,000
	£11,000,000
	£5,000,000

	Year 2
	£12,000,000
	£11,000,000
	£10,000,000

	Year 3
	£14,000,000
	£11,000,000
	£20,000,000

	Year 4
	£10,000,000
	£11,000,000
	£25,000,000

	Year 5
	£8,000,000
	£11,000,000
	£5,000,000

	Total Cash Inflows
	£54,000,000
	£55,000,000
	£65,000,000


 
[bookmark: _Toc235474584]4.3 Detailed Project Evaluations
[bookmark: _Toc235474585]1. Project A
[bookmark: _Toc235474586]Project A has an unequal, front-loaded cash flow structure; it generates high inflows in later years before falling in Year 5.
Payback Period (PBP): PBP is calculated as the specific duration of time required for net cash inflows to make up for the initial investment.
· Year 1 Inflow: £10,000,000 (Cumulative: £10m)
· Year 2 Inflow: £12,000,000 (Cumulative: £22m)
· Year 3 Inflow: £14,000,000 (Cumulative: £36m)
· Year 4 Inflow: £10,000,000 (Cumulative: £46m)
· Remaining cash needed at the end of Year 4: £50,000,000 - £46,000,000 = £4,000,000
· Year 5 cash inflow: £8,000,000 

Accounting Rate of Return (ARR): ARR measures the profitability of a project by comparing annual accounting net profit to the asset’s average book value.
· Total 5-year Cash Inflow = 10+12+14+10+8 = £54,000,000

· Total 5-year Net Profit = Total Cash Inflow  -  Total Depreciation = 54 – 50 = £4,000,000

· Average Annual Net Profit = 

· 


· 

Net Present Value (NPV): NPV calculates the creation of business value by using the 8% hurdle rate to discount projected future net cash inflows to present value terms by removing the initial investment.
· Year 1 PV: 
· Year 2 PV: 
· Year 3 PV: 
· Year 4 PV: 
· Year 5 PV: 
· Inflows = 9.259 + 10.288 + 11.113 + 7.350 + 5.445 = £43,455,900
·  = Aggregate Present Value – Initial Investment = 43.4559 – 50 = -£6,554,100
Profitability Index (PI): PI measures capital efficiency concerning expenses by computing the ratio of discounted inflows to the initial capital investment.
· = 0.869
Internal Rate of Return (IRR): IRR represents the specific discount rate where the project’s NPV equals zero.
· The rate is measured using financial interpolation against a lower trial rate of 3%, which ends in a positive Net Present Value of + £0.0046m.
· 

2. Project B
Over the duration of a five-year investment period, Project B works as a normal annuity, generating a regular annual cash inflow of  11 million.
Payback Period (PBP) :
· = 4.55 Years
Accounting Rate of Return:
· Total 5-year Cash Inflow = 11 * 5  = £55,000,000

· Total 5-year Net Profit = Total Cash Inflow  -  Total Depreciation = 55 – 50 = £5,000,000

· Average Annual Net Profit = 

· 

Net Present Value (NPV): Project B's discounted capital present value could be determined using the normal cumulative present value interest factor for an Annuity  = 3.9927) as it in ordinary annuity.
· Aggregate Present Value = Annual Cash Flow * 
· Aggregate Present Value = 11,000,000 * 3.9927 = 43,919,700
·  = 43.9197 – 50 = 6,080,300
Profitability Index (PI): 
· = 0.878

Internal Rate of Return (IRR):
· The true internal return can be determined by isolating the annuity factor (PVIFA = 50/11 = 4.5455) and finding financial data for the comparable rate.
· 
3. Project C
Project C divides its financial returns into Year 3 (£20m) and Year 4 (£25m), showing a J-curve distribution model.
Payback period (PBP):
· Year 1 Inflow: £5,000,000 (Cumulative: £5m)
· Year 2 Inflow: £10,000,000 (Cumulative: £15m)
· Year 3 Inflow: £20,000,000 (Cumulative: £35m)
· Remaining cash needed at the end of Year 3: £50,000,000 - £35,000,000 = £15,000,000
· Year 4 cash inflow: £25,000,000 


Accounting Rate of Return (ARR):
· Total 5-year Cash Inflow = 5+10+20+25+5 = £65,000,000

· Total 5-year Net Profit = Total Cash Inflow  -  Total Depreciation = 65 – 50 = £15,000,000

· Average Annual Net Profit = 

· 

Net Present Value (NPV):
· Year 1 PV: 
· Year 2 PV: 
· Year 3 PV: 
· Year 4 PV: 
· Year 5 PV: 
· Inflows = 4.629 + 8.573 + 15.877 + 18.376 + 3.403 = £50,858,200
·  = Aggregate Present Value – Initial Investment = 50.858 – 50 = -£858,200
Profitability Index (PI):
· = 1.017
Internal Rate of Return (IRR):
· The project’s true break-even capital rate is measured by interpolating between the base cost rate of 8% (NPV = +£0.8582m) and a 9% hurdle rate, which provides a negative NPV of -£0.591. 
· Year 1 PV: 
· Year 2 PV: 
· Year 3 PV: 
· Year 4 PV: 
· Year 5 PV: 
· Total Present Value at 9%: £49.408m
· NPV at 9%: 
Application of the linear interpolation formula: 




[bookmark: _Toc235474587]4.4 Capital Budgeting Summary Matrix
To give a clear basis of comparative analysis, the computed metrics for the 3 projects are provided below:
Table 4: Capital Budgeting consolidated analysis
	Appraisal Method
	Project A
	Project B
	Project C
	Decision Benchmark

	Initial Capital Investment
	£50,000,000
	£50,000,000
	£50,000,000
	Capital cost matched

	Payback Period (PBP)
	4.50 years
	4.55 years
	3.60 years
	Duration should be less.

	Accounting Rate of Return (ARR)
	3.20%
	4.00%
	12.00%
	Target needs to be high.

	Net Present Value (NPV)
	-£6.5441m
	-£6.0803m
	+£0.8582m
	Recognise if NPV>0

	Profitability Index (PI)
	0.869
	0.878
	1.017
	Accept if PI >0

	Internal rate of return (IRR)
	3.03%
	3.61%
	8.59%
	Recognise if IRR>8%



[bookmark: _Toc235474588]4.5 Strategic Recommendation and Justification
Financial Justification and alignment
A clear conclusion after financial judgment is that the only monetarily viable investment option is Project C, which should be picked. Increasing shareholder wealth is the primary goal of capital budgeting based on corporate finance principles (Brealey, Myers, and Allen, 2023). Net Present Value (NPV) is the ideal decision method as it considers the time value of money and ignores the traditional payback technique and timing issues of ARR.
Capital value would be devalued by Projects A and B, which have Net present values of -£6,544,100 and -£6,080,300. Their IRRs are also significantly less than the 8% corporate hurdle rate. Deploying resources to Project A or Project B would decrease the value of the company as an outcome, and credit rating agencies also keep an eye on the investment levels of the company.
Project C is generating a positive valuation by contributing £858,200 in discounted present value to the company. Its Profitability Index of 1.017 provides that every pound invested returns £ 1.017 in present value terms. Its IRR also passes the 8% hurdle rate, and the payback period is only 3.60 years, which decreases the risk of capital exposure.
Non-Financial Risk Integration
As the CFO should take care of the non-financial risks associated with Project C, there are three major risks for Hyatt, along with strategies:
Cash Flow Returns: The Project is very vulnerable to economic crisis, as 69% of inflows are delayed until Years 3 and 4, but Hyatt can deal with this by adopting asset-light structures and securing base rates by agreements with third parties.
Political risk: As a result of its emerging growth, Hyatt is at risk of regulatory changes. To deal with this, local joint ventures and political risk insurance can be used for mitigation.
Brand Equity: As Hyatt is expanding fast, there is a risk of service inconsistency. Hyatt should perform quality checks and set up strong service-level contracts.
[bookmark: _Toc235474589]4.6 Capital Rationing
Hyatt faces capital rationing under an intense £100 million capital budget limitation. The company can invest in only 2 options because each project needs an initial investment of £50 million. The best method is to choose the 2-project combination which maximises aggregate Net Present Value.
· Combined NPV in combination 1: Project A + Project B
-(£6,544,100) + -(£6,080,300) = -£12,624,400

· Combined NPV in combination 2: Project A + Project C
-(£6,544,100) + +(£858,200) = -£5,685,900
 
· Combined NPV in combination 3: Project B + Project C
-(£6,080,300) + +(£858,200) = -£5,222,100

· Project C Alone: Aggregate portfolio NPV = +£858,200
Hyatt should reject Projects A and B and only invest in Project C since multi-project combinations finish value. The remaining £50 million should be used for shareholder returns and to reduce debt to utilise corporate value.
[bookmark: _Toc235474590]5 Critical evaluation on AI usage
[bookmark: _Toc235474591]5.1 Tool Disclosure
AI served as an analytical partner in the preparation of this financial report for better calculation confirmation. Large Language models are deployed in generating financial structural comparisons. 
The AI can help with document typography and allow human cognitive abilities for strategic planning. Using the tools helped to make a detailed structural framework, and AI was also used in confirming the logical execution of the five different quantitative decision models and computing investment evaluation metrics (NPV, IRR, PBP, ARR, and PI).
The tools additionally serve to make well-structured analytical features which planned the input criteria, which will result in a transformation of unorganised corporate cash flow into a flawless financial document.
[bookmark: _Toc235474592]5.2 Critical Evaluation of AI Output
Because of hallucinations – events in which models give mathematically wrong arguments, depending solely on AI-generated data results in a high operational risk. Verification should be performed to mitigate the risk and protect the report’s accuracy.
AI initially generated a wrong interpolation result (8.85%) during computation of Project C Internal rate of return (IRR), but the inaccuracy was found by matching the end result. 


The manual check revealed the actual IRR was 8.59%.
In addition, AI tried to defend the combination (Project B + C) under capital rationing; it applied wrong corporate finance by giving priority to £100 million total spending above net value creation. As we know, if 2 projects result in a negative aggregate net present value (-£5,222,100), the company should discard loss-making projects to correct this logical error by equity maximisation.
[bookmark: _Toc235474593]5.3 Contribution Analysis
The creation process was divided into structural execution and a unique combination to keep separate boundaries of ownership.
The basic computational framework of capital budgeting theory was given by the AI, but this report’s basic principle, which is a critical strategic one, is completely human. The appointed CFO determined the interest coverage ratios and debt-to-equity metrics, and Net Present Value (NPV) criteria and presented these numbers with respect to Hyatt’s goal to keep an investment-grade credit rating.
A unique strategic decision was made to do planning to not spent £50 million but to pay off high-interest debt and to maintain a high credit rating. It takes contextual thinking to see AI not duplicate to connect Hyatt Hotel Corporation asset-light change and analyse its risks to Project C’s delayed cash flows.
[bookmark: _Toc235474594]5.4 Ethical and Professional Reflection
Transparency, data protection, and the operational risks of dependence are the primary ethical and professional duties that are shown by the inclusion of AI into corporate financial duties.
· Transparency and Professional Responsibility: The use of tools must be fully disclosed in order to complete fiduciary tasks. The fiduciary duty is assigned by an executive to an unreliable algorithm without checking the reasons why it is giving AI-driven investment advice.
· Data Security and Privacy: There exist serious risks to data privacy when working with public AI models. Intellectual property might be leaked if business cash flows, strategic expansion plans, and balance sheet confidential data are posted into public tools. Experts in finance should use company-grade AI environments with strict policies.
· Risk of Over-reliance: There is a creation of automated bias when professionals have over-reliance on automated tools. Financial models usually overlook qualitative details like brand equity and geopolitical risks. Human judgement and leadership should be there for strategic decisions, and AI should only be chosen as an analytical tool to enhance performance.
Conclusion 
A complete roadmap for Hyatt Hotels Corporation’s asset-light transformation is given in this financial report. Considering the challenges from market changes, the financial health shows an impressive recovery in fees and operational cash flow. Negative cash operating cycle provides a solid basis for internal resources that can be improved by making adjustments in receivables management. Continuing with the asset-light transformation will increase market value, lower the debt ratio and improve interest coverage.
Project C should be accepted when allocating capital; Projects A and B should be declined as they have negative net present values. Hyatt ensures long-term value for its shareholders by adopting these financial and operational measures.
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Days Inventory Outstanding (DIO):  3-5 days


Days Sales Outstanding (DSO): 12-15 days 


Days Payable Outstanding (DPO): 35-45 days 


Net Cash Operating Cycle : -15 to -25 days (negative working capital  advantage)
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