Ratio Summary:
· Profitability: All 3 margins up. Gross 83.3%→85.3%, Operating 17%→23.1%, Net 9.1%→14.6%
· Liquidity: All 3 ratios down. Current 1.27→0.98, Quick 1.25→0.93, Cash 0.89→0.54
· Efficiency: Both up sharply. Asset Turnover 0.62→0.97x, Fixed Turnover 1.81→3.30x
· Leverage: Debt-to-Assets 131%→151%, Interest Coverage 3.7x→5.9x (peak 9.0x in 2023)

CONCLUSION
1. Financial Health is STRONG, despite negative equity.
Negative equity of -$2.7bn would mean bankruptcy for a manufacturer, but for IHG it is a sign of capital efficiency. IHG has no factories. Its value is in 20 brands (Holiday Inn, Crowne Plaza, InterContinental) which are not on the balance sheet at fair value. It uses debt to fund buybacks because its operating cash flow ($898m in 2025) is predictable and high.
2. The Business Model Transition is Complete.
In 2021, IHG still had owned-hotel risk. By 2025, 85% of gross profit comes from fees with almost zero incremental assets. Fixed asset turnover doubling to 3.30x proves this.
3. The Main Risk Has Shifted.
· 2021 Risk: RevPAR collapse (Covid)
· 2025 Risk: Financial risk. With $4.2bn of total loans (vs $2.8bn in 2021) and $202m interest paid, IHG is sensitive to interest rate rises. If travel demand drops, leverage of 151% gives little buffer. However, 5.9x interest coverage still provides a large safety margin.
4. Valuation Implication.
An investor should not value IHG on book value (negative) or current ratio (<1.0). Correct metrics are: Operating Margin, Free Cash Flow Conversion (Operating Cash $898m vs Net Income $759m = 118% — excellent), and Net Debt / EBITDA (IHG target 2.5-3.0x)

