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[bookmark: _Toc233702115]Introduction
The given report provides a comprehensive financial and non-financial analysis of InterContinental Hotels Group (IHG), which is one of the leading hospitality company across the globe, operating a portfolio of globally recognized hotel brands. Being a newly appointed CFO of the company, objective of preparing the given report is to analyse the financial position and performance of company during the 5-year period from 2021 to 2025. Analysis is focussed on examining the key financial statements of given period, ratio analysis, cash flow performance and comparison with industry benchmarks to assess company’s profitability, operational efficiency, solvency, liquidity and shareholder’s value creation. Specific focus has been given to identify strengths, weaknesses, and emerging financial risks which can have a impact on future growth of company. Findings of the given report provides a strong foundation for development of strategic financial recommendations and investment decisions to ensure competitiveness, long-term sustainability and value creation for stakeholders.
[bookmark: _Toc233702116]1. Financial Health Check
[bookmark: _Toc233702117]1.1 Analysis of financial statements
Analysis of various components of financial statements is provided in Appendix-1.
Analysis of financial statements of IHG during 2021 to 2025 indicates strong post-pandemic recovery and growth achieved by company in its financial performance. Revenue of company increased from $2,907 million in the year 2021 to $5,189 million in the year 2025, representing the cumulative growth of around 78%. Highest growth in revenue was achieved by company in 2022 of 33.88% and in 2023 of 18.81% as compared to previous year which was as a result of recovery of global travel demand and increased occupancy levels in the hospitality sector. 
Operating profit also increased from $494 million in the year 2021 to $1,198 million in the year 2025 which demonstrate effective cost management and improved operational efficiency. Similarly, net profits earned by company almost increased three times from $265 million in 2021 to $759 million in 2025 (although a temporary decline in net profits was observed during the year 2024).
Balance sheet position of the company also improved in the five-year period. There was a steady increase in shareholder’s equity from $1,474 million in the year 2021 to $2,736 million in the year 2025, reflecting enhanced shareholder’s value. 
Total assets of the company also increased by around 12.57% in 2025, which indicate continued investment in strategic initiatives and business expansion (Arifaj et al, 2023). 
Cash flow from operating activities remained positive during the entire period and reached upto $898 million by the end of 2025 which indicate the strong ability of company in generating cash flows from its core business operations.  
[bookmark: _Toc233702118]1.2 Ratio analysis
Ratios under different categories is provided in Appendix-2.
[bookmark: _Toc233702119]a) Analysis of profitability ratios
Operating profit margin of IHG increased from 16.99% in the year 2021 to 23.09% in the year 2025. Although, there was a slight decline in margin 16.14% in the year 2022, but it improved significantly in the year 2023 and remained higher than 21% thereafter. Improvement in this ratio demonstrates increased average room rate, higher occupancy rates and effective cost management. Operating profit margin of more than 20% indicates strong operational efficiency of company and ability of converting revenue into operational earnings (Bastias, 2022).
Similarly, net profit margin also increased from 9.12% in the year 2021 to 14.63% in the year 2025. Ratio was at highest level in the year 2023 of 16.22%before slightly moderating in subsequent years. Overall upward trend in the ratio indicates ability of company in controlling its operational expenses and finance expenses while also improving shareholders returns. 
[bookmark: _Toc233702120]b) Analysis of efficiency ratios
Receivables collection period of company has reduced from 72.07 days in the year 2021 to around 58.59 days by the end of 2025, Improvement in this ratio indicates faster collection of outstanding dues from customers and better credit control measures implemented in business. Maintaining a credit period of less than 60 days improves liquidity position in business and it also reduces the risk of bad debts.
Payables payment period observed a substantial reduction from 386 days in 2021 to 33 days by the end of 2025. This unusual high ratio in the year 2021 likely represents temporary deferrals at the time of covid-pandemic period. Post that, this ratio stabilized between 32 days to 46 days which indicate improved relationship with suppliers and company being able to return to normal payment practices. Although, shorter payment period to trade receivables may reduce short-term financing benefits, however it support in long-term operational stability of company and reduce short-term financing benefits. 
Inventory turnover ratio remained at a exceptionally high level during the entire five-year period ranging between 136 times in 2021 to 186 times in the year 2025. This high inventory turnover ratio is the characteristic of hospitality sector where inventory mainly comprise of consumable supplies and food and beverages. This ratio indicate reducing the risk of stock obsolescence, efficient inventory management and minimising holding costs (Bora, 2025). 
[bookmark: _Toc233702121]c) Analysis of liquidity ratios
Current ratio has reduced from 1.27 times in the year 2021 to 0.98 times in the year 2025. Although, a ratio of more than 1 is considered to be adequate, gradual decline in this ratio suggests that current liabilities of company have increased at a faster pace as compared to current assets. The ratio has remained less than 1 from the year 2023 which indicate relatively tight short-term liquidity position in the business.
Quick ratio has also observed a similar trend (as that in case of current ratio), reducing from 1.27 times in 2021 to 0.97 times by 2025. Since, inventory do not form significant part of current assets, therefore, quick ratio is closely equivalent to current ratio. Quick ratio of less than 1 implies that company may be dependent on continuous operating cash inflows for meeting its short-term obligations (Corvo et al, 2022). 
[bookmark: _Toc233702122]d) Analysis of solvency ratios
Gearing ratio of company has steadily increased from 147.67% in the year 2021 to 184.31% by the end of 2025. Upward trend in this ratio indicates increased reliance of company on long-term debt relative to shareholders funds. High gearing ratio can improve shareholders returns at the time of growth but it also increases financial risk and exposure of company to interest rate fluctuations. Increased debt burden of company is one of the key area of concern for management. 
However, interest coverage ratio has improved from 3.36 times in 2021 to 5.93 times in 2025 and has been at highest level at 8.46 times in 2023.  This ratio of company has at all the times remained at above the minimum acceptable threshold of two times and thus implying that operating profits earned in the business are sufficient to cover interest obligations.
[bookmark: _Toc233702123]e) Analysis of investment rations
Return on capital employed has significantly increased from 15.98% in the year 2021 to 36.92% in the year 2025 and has been at highest level at 40.64% in 2023. Substantial improvement in this ratio reflects the ability of company in making efficient utilization of long-term capital and indicates that investment made by company are able to generate strong operating returns. This ratio of more than 30% is generally considered to be good and represents the ability of management to deploy capital effectively.
Return on assets has also improved from 10.47% in the year 2021 to 22.41% in the year 2025. Increase in this ratio indicates that company has been able to generate higher earnings from the assets deployed in business and has been able to utilize its resources effectively. 
Return on equity has increased from 17.98% in the year 2021 to 27.74% in the year 2025 and had been at highest level at 38.54% in the year 2023. Strong return on equity indicates significant value creation made by company for its shareholders i.e., strong returns provided to investors.
[bookmark: _Toc233702124]f) Analysis of cash flow ratios
Operating cash flow ratio of company has remained stable throughout the period between 37% to 42%. Increase in this ratio from 39.16% in the year 2021 to 42.76% in the year 2025 indicates that company has been able to generate sufficient cash flows from operating business activities to support debt service commitments and working capital requirements. 
[bookmark: _Toc233702125]1.3 Identification of trends, strengths and potential threats
a) Trends
Financial analysis carried out above represents significant important trends in the performance of IHG during 2021 to 2025. Revenue consistently increased from $2,907 million in 2021 to $5,189 million in 2025 and operating profit and net profits of the company almost doubled during this period (Carangelo, 2023). 
There was also a significant improvement in investment returns with return on capital employed increasing from 5.98% to 36.92% and return on equity from 17.98% to 27.74%. 
b) Key strengths of company
Company has strong cash flow generation capability, robust profitability along with efficient receivables and inventory management. It is also able to provide excellent returns to its shareholders. Consistent growth achieved by company in shareholders' equity along with healthy interest coverage ratio indicated financial resilience in business.
c) Potential threats
Liquidity ratios of company are gradually declining which indicate pressures on short-term liquidity position of business. The company may face difficulties while making payments for short-term obligations. Further, gearing ratio has also increased significantly which reflect huge dependence of company on debt financing. It has a direct impact on profitability as higher gearing implies higher interest cost to company. External factors such as geopolitical uncertainty, economic downturns and exchange rate fluctuations can adversely impact future profitability and growth of business. 
[bookmark: _Toc233702126]1.4 Comparison of liquidity ratios with industry benchmark
Comparison of liquidity position with competitor is provided in Appendix-3.
Comparison of liquidity ratios of IHG with Marriott International indicates that company is performing relatively better in comparison to its key industry competitor. During 2025, Current ratio of IHG was 0.98 times while that of Marriot’s is 0.43 times and the quick ratio of company was 0.58 times while that of Marriot was 0.39 times. Similar results were observed during the year 2024 also. 
Although, both the companies are operating below the traditional benchmark of 1 time which is considered to be common in case of hospitality sector, however strong liquidity ratios of IHG suggests that it is in the position to meet its short-term obligations and manage its working capital effectively and efficiently (Das, 2023). 
[bookmark: _Toc233702127]2. Analysis of working capital management
[bookmark: _Toc233702128]2.1 Cash Operating Cycle
	Receivables collection period
	58.59
	58.20
	58.41
	60.58
	72.07

	Payables payment period
	32.96
	38.21
	36.89
	45.63
	38.35

	Inventory turnover days
	2.39
	1.96
	2.46
	2.25
	2.67

	Cash operating cycle
	28.02
	21.95
	23.98
	17.21
	36.39



Cash operating cycle of IHG has improved significantly from 36 days in 2021 to 28 days in 2025, despite of certain fluctuations during the period. It was at lowest level in 2022 at 17.21 days before gradually increasing to 28 days in the year 2025. 
Improvement in cash operating cycle is primarily as a result of reduction in the receivables collection period from 72 days in the year 2021 to around 58 days in the year 2025, implying effective debt collection practices adopted by company. Inventory turnover days also remained at a low level throughout the period, indicating effective inventory management practices adopted by company (European Investment Bank, 2023). 
Overall, shorter cash operating cycle shows efficient working capital management on the part of business and its ability to convert operational activities into cash flows within a reasonable period of time.  
[bookmark: _Toc233702129]2.2 Strategies to improve liquidity position
Although IHG has been able to maintain strong operating cash flows, however its current ratio and quick ratio has observed a downward trend over a five-year period and thus indicating the need for improved working capital management. For improving liquidity, company should focus on further improving its receivables management by implementation of stricter credit controls, encouraging digital payment methods and accelerating invoice collections. Further reduction of receivables collection period would result in fast conversion of sales revenue into cash.
Company should also optimize its supplier payment terms by negotiating for longer period of credits with its key suppliers in such a way that it do not impact supplier relationship. This will result in improvement of short-term cash availability and reduction of liquidity pressure. 
Further, maintenance of efficient inventory management practices is also important to minimize funds which are tied up in inventory while ensuring uninterrupted business operations (European Investment Bank et al, 2022).
[bookmark: _Toc233702130]2.3 Short-term vs Long-term financing options
Financing decisions plays a important role in supporting growth, maintaining liquidity, and maximizing shareholders value. Being a company in hospitality sector, company should have a appropriate mix of long-term and short-term financing options, strategic expansion plans and working capital requirements.
a) Short-term financing
Short-term financing options include trade credit, bank overdrafts, short-term bank loans, commercial paper and revolving credit facilities. 
These sources of finance are primarily used for meeting working capital requirements such as supplier payments, payroll, day-to-day operating expenses and seasonal fluctuations in demand. Main advantage of this form of financing is the flexibility provided by it. Companies can access the funds quickly for meeting temporary cash flow shortages. It generally has lower interest rates as compared to long-term financing and companies are also in the position to repay the funds quickly once their cash flow position improves.
However, it also has various risks. For instance, frequent refinancing may be required which can expose the company to changing credit market conditions and fluctuations in interest rates. Further, excessive dependence of company on short-term financing can increase financial uncertainty and refinancing risk (European Investment Bank, 2022). 
b) Long-term financing
Long-term financing options include lease financing, long-term bank loans, bonds, ordinary share capital and preference shares.
These funds are primarily used for funding acquisitions, major capital investments, technology upgrades, hotel development projects and international expansion initiatives. Main advantages of this form of financing include is the financial stability provided by it. Repayment of funds are spread over multiple years and thus reducing immediate liquidity pressures on business and allowing management to focus on their long-term objectives. This type of financing is particularly relevant for companies in hospitality sector because brand expansion and hotel development projects generate returns spread over multiple years. 
However, it also has various limitations. It can be more expensive as compared to short-term borrowings because of higher interest cost. It also has fixed repayment obligations and gearing levels which shall be met regardless of financial performance of business (Ghosh & Ghosh, 2022). 
Considering the financial position of IHG, it is recommended that the company should adopt a mixed approach. This is because company has strong profitability and cash flow position currently but it is also facing the risk of increasing gearing level. Therefore, excessive reliance of company on additional long-term debt would further increase financial risk. Short-term financing should continue to be used for meeting temporary liquidity needs and seasonal working capital requirements while long-term financing should be reserved by company for acquisition projects, strategic investments and expansion which are able to generate long-term benefits (Harris & Massri, 2021).
[bookmark: _Toc233702131]3. Strategic financial restructuring plan
[bookmark: _Toc233702132]3.1 Financial restructuring options
Based on the financial performance and position of IHG, company should implement balanced financial restructuring strategy for improving its capital structure, liquidity position and support in sustainable long-term growth. This can be done as follows:
a) Partial equity injection: By way of selective issuance of new shares and retained earnings. Considering the company’s increasing level of shareholder’s equity and strong profitability, additional equity financing would reduce dependence of company debt capital, reduce its gearing level and improve the balance sheet without significantly impacting the operational performance.
b) Strategic divestiture of underperforming assets: IHG follows a asset-light business model and therefore disposal of low-performing owned hotels would release the capital which can be used by company towards digital transformation, high-growth markets and brand expansion. It will improve return on assets while also providing additional liquidity.
c) Refinancing of existing long-term debt: It would involve replacing high-cost borrowings with the available lower cost financing options. Considering the good interest coverage ratio of company, restructuring debt will improve profitability, reduce finance costs and minimize exposure of business to future increase in interest rates (Jawabreh et al, 2022).
Collectively, the above restructuring activities will improve the financial stability in business and enhance operational efficiency while also contributing to sustainable long-term value creation.
[bookmark: _Toc233702133]3.2 Impact on debt structure, shareholder’s value and operational flexibility
a) Impact on shareholder’s value
The financial restructuring strategy recommended above is expected to provide long-term benefits to shareholders while also improving financial resilience of company. Partial introduction of equity share capital and retained earnings will reduce high gearing ratio of company and improve investor’s confidence. Although, the issuance of additional share capital may result in dilution of limited earnings in short-term, however, the reduced borrowing cost and enhanced financial stability are likely to improve the shareholders value over a period of time (Kumawat, 2024).
b) Impact on operational flexibility
Refinancing of debt capital will positively impact the capital structure of company by reducing interest expense. Reduced finance expense will consequently improve net profitability, cash flow position and increase the interest coverage of business and thereby lowering the financial risk. It will also improve the credit profile of company and its access to future financing at competitive interest rates.
Strategic divestitures of under-performing hotel units would help in release of capital tied to under-performing assets and thereby allowing the management to invest the released capital in high-return opportunities such as sustainability initiatives, digital innovation and expansion into high-growth international markets. This reallocation of capital will improve asset utilization, overall operational efficiency and return on capital employed.
Further, implementation of asset-light strategy by way of franchise agreements and management contracts would significantly improve operational flexibility in business. The company would be in the position to expand internationally without making substantial investment in capital expenditure while also remaining adaptable to changes in market conditions (Lührs, 2022). 
Overall, the above provided restructuring plan would optimize capital structure, strengthen shareholder wealth, reduce financial and gearing risk and provide greater strategic flexibility to business for supporting in sustainable growth in a highly competitive global hospitality sector. 
[bookmark: _Toc233702134]3.3 International and ethical considerations
Being a multi-national company, company should consider various international and ethical factors while implementing above financial restructuring strategy. From the perspective of taxation, company should ensure that all the restructuring and financing decisions comply with international tax regulations such as ECD's Base Erosion and Profit Shifting framework and transfer pricing regulations. Tax compliance and transparency will help the company in reducing regulatory risk while also protecting reputation of business (Lee et al, 2022). 
Currency risk shall be the other important consideration for company because of its global business operations. Fluctuations in foreign exchange rates can significantly impact costs, revenue and profitability. Therefore, the company should adopt appropriate hedging strategies for minimizing foreign exchange exposure. Similarly, increasing inflation can result in increasing utility, labour and other operating costs across international markets. Dynamic pricing strategies, effective cost control and periodic contract reviews will help in preserving profit margins at the time of high inflation (VG, 2026).
ESG (Environmental, Social, and Governance) considerations shall be given due importance to the restructuring plan. Company shall continue investing in carbon emission reduction programmes, energy-efficient hotels, waste management, responsible sourcing and community development initiatives. Maintaining ethical labour practices, high standards of corporate governance and transparent communication with stakeholders will further improve brand reputation and strengthen investor confidence (Molina et al, 2023).
[bookmark: _Toc233702135]4. Investment appraisal and capital budgeting
[bookmark: _Toc233702136]4.1 Application of different investment appraisal techniques
a) Payback period
Calculation of payback period is provided in Appendix-4.
In terms of the said calculation, payback period of the three projects are as follows:
	Project A
	4.5 years

	Project B
	4.54 years

	Project C
	3.6 years



b) ARR
Calculation of ARR is provided in Appendix-4.
In terms of the said calculation, ARR of the three projects are as follows:
	Project A
	21.60%

	Project B
	22%

	Project C
	26%



c) Net present value
Calculation of NPV is provided in Appendix-4.
In terms of the said calculation, NPV of the three projects are as follows:
	Project A
	-6.54 millions

	Project B
	-6.08 millions

	Project C
	0.86 millions



d) Profitability index
Calculation of profitability index is provided in Appendix-4.
In terms of the said calculation, profitability index of the three projects are as follows:
	Project A
	0.87

	Project B
	0.88

	Project C
	1.02



e) IRR
Calculation of IRR is provided in Appendix-4.
In terms of the said calculation, IRR of the three projects are as follows:
	Project A
	2.92%

	Project B
	3.60%

	Project C
	9.46%



[bookmark: _Toc233702137]4.2 Recommendation of most profitable project
a) Analysis based on financial factors
Based on the application of different investment appraisal techniques to the given three projects, Project-C appears to be the most appropriate investment in case of IHG. This is because this project is able to deliver the strongest financial outcome and is also able to create positive value for shareholders (Velickovic et al, 2023).
Payback period for Project-C is 3.6 years in comparison to 4.4 years in case of Project-B and 4.5 years in case of Project-A. Shorter payback period results in lower investment risk as the company is able to recover its investment more quickly and thus reducing exposure to future market uncertainties and also improving liquidity position. As the companies in hospitality sector are sensitive to unexpected disruptions and economic cycles, faster recovery of initial investment amount is considered to be advantageous (MORDI, 2025). 
In terms of ARR also, project C is best. This project is able to generate the ARR of 26% as against the ARR of 22% in case of Project A and Project B. Higher ARR in case of Project C suggests that it will be able to provide higher average annual returns on the initial investment made and thus making it more attractive from the perspective of profitability.
NPV method also supports Project C. This project is able to generate a positive NPV of $0.86 million at the required rate of return of 8%, while the other two projects are generating negative NPV of $6.54 million and $6.08 million. As NPV has a direct impact on shareholder’s wealth, thus Project C appears to be the only investment which adds value to the company. Other projects having the negative NPV are not even able to recover the required rate of return on capital and thus should not be considered to be implemented. 
Similarly, profitability index also supports that Project-C should be implemented. This project has a profitability of 1.02, meaning thereby that for every $1 invested in a project, it will be able to generate $1.02. On the other hand, the other two projects (A & B) have profitability index of lower than 1 i.e., 0.87 and 0.88 which indicates that cash inflows in case of these two projects are not sufficient to recover the initial investment (Martorell et al, 2025). 
IRR also indicates that Project-C is the preferred investment. This project has a IRR of 9.46% which is higher than the required rate of return of company of 8% and thus making it to be financially acceptable. On the other hand, the other two projects A & B have the IRR of only 2.92% and 3.60% which are significantly lower than the required rate of return of 8% and thus indicating that these two projects will not be able to provide added value to shareholders. 
Recommendation regarding acceptance of Project C is further supported by current financial performance of company. Profitability of company has significantly improved during the past five years as indicated by increasing operating profit margin and return on capital employed. Strong operating cash flows generated by company along with increasing shareholders equity indicate that company has enough financial capacity for undertaking profitable strategic investments. Although, there has been a slight reduction in liquidity ratios of company (which is below the industry benchmark of 1), the efficient cash operating cycle of company and its stable cash generation ability will help it to finance value-adding investments while also maintaining financial stability in business. Selection of project which is able to generate higher returns will thus support in overall long-term growth and also maximise the utilization of available capital (Purnamasari & Adriza, 2024). 
b) Analysis based on non-financial factors
In addition to the able financial factors, there are various non-financial risks which shall also be considered before implementation of Project C. As the company operates globally, changes in government regulations, visa restrictions, political instability, taxation policies and geopolitical conflicts could impact the performance of project, specifically if the investment requires global expansion. Fluctuations in currency exchange rate could also impact project cost and future cash inflows which are generated from global business operations. 
Customer loyalty is the other important factor which is relevant in case of hospitality sector. Success of any investment is highly dependent on not only financial returns but also on service quality, brand reputation, loyalty programme participation and customer satisfaction. Investments which improve sustainability initiatives, digital services, and guest experience are likely to enhance competitive advantage of company and its long-term relationship with customers. Further, ESG expectations continue to have a impact on investors decisions and customer relationships (Pavone et al, 2023). Therefore, project C should be implemented in such a manner that it supports in responsible resource management, sustainable operations and ethical business practices.
[bookmark: _Toc233702138]4.3 Decision relating to capital rationing
In the given case, if IHG can invest maximum of £100 million and if each project requires the initial investment amount of £50 million, then the company should consider implementing the combination of two projects in such a way both projects combined together are able to generate higher financial returns. 
The three probable combinations in the instant case are as follows:
	Combination of projects
	Initial Investment (£m)
	Total NPV (£m)
	Total PI

	Project A & B
	100
	-12.62
	1.75

	Project A & C
	100
	-5.68
	1.89

	Project B & C
	100
	-5.22
	1.9



The above combinations suggests that if more than one projects are taken then it is resulting into negative net present value. Even if the best-performing combination of Project B and Project C is considered then it is resulting into a overall negative NPV of –£5.22 million which imply that if both projects are implemented then it will result in reduction of shareholder’s value despite of larger value of investment made. It implies that increasing the value of investment to £100 million will not result in better financial outcomes but is resulting in destruction of value (Shou, 2022). 
Considering this, it is recommended that company should implement one project only (Project C) instead of making full utilization of available capital. 
[bookmark: _Toc233702139]5. Critical reflection on usage of AI
Preparation of this report involved the use of AI tools at various stages of analysis and presentation. AI was primarily used as a assistive tool only and sole reliance was not placed on this tool to ensure that all the analysis and conclusions are made after critical thinking. 
a) Disclosure of tools
AI tools such as Claude and Chat GPT were to take assistance in drafting certain sections of report in order to improve clarity of financial explanations. AI specifically supported in refinement of grammar, organization of content and summarization of financial theories. AI was also used to generate initial interpretation of financial data to gain possible analytical approaches. However, all the calculation of ratios and investment appraisal results were calculated independently on excel.
b) Critical evaluation of AI output
Although, AI provided useful insights in the interpretation of data, however output generated from the usage of same was evaluated critically to ensure reliability and accuracy. Interpretations provided by AI were duly cross-checked against the established accounting and financial principles.
Instances of hallucinations were identified where there were misinterpretation of financial relationships. Such errors were duly removed by referring to textbooks, lecture materials and credible financial sources. Logical mis-interpretation such as incorrect assumptions relating to viability of project or misalignment between different financial metrics were also carefully analysed. It was ensured that all the conclusions and recommendations provided in the report were academically sound and accurate. 
c) Contribution analysis
AI primarily contributed to the linguistic refinement and structuring of report. Certain explanations and summaries were generated by using AI which helped in improving readability of content. However critical evaluation relating to financial performance of company based on ratio analysis, selection of most financially viable project based on investment appraisal techniques were developed independently. For instance, selection of only one project namely ‘Project-C’ under capital rationing was made by carrying out the detailed comparison of different financial metrics. Integration of different financial performance indicators such as liquidity, profitability and gearing while providing final recommendation reflects analytical thinking instead of AI generated conclusions. 
d) Professional and ethical reflection
Use of AI while carrying out financial analysis raises important professional and ethical considerations. Transparency is important and it is also important to clearly disclose the extent to which such AI tools have been used while preparing the report, otherwise it could undermine professional credibility and academic integrity. Data privacy is the other area of concern, specifically when dealing with sensitive financial information. In the given report, only the data available in public domain and hypothetical data has been used while ensuring that no information of confidential nature is exposed to AI.
Further, there is also a huge risk that heavy reliance is placed on AI for executive level decision making. Although, AI has the ability to process large volume of data and provide useful insights quickly, however it lacks professional judgement, contextual understanding and ethical reasoning for complex financial decisions. Therefore, placing heavy reliance on AI can result in flawed strategic choices if output provided by AI are accepted without any critical evaluation. In view of the same, AI was only used as a supportive tool instead of a substitute for human expertise.   
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[bookmark: _Toc233702142]7.1 Analysis of financial statements
	Particulars
	2025
	2024
	2023
	2022
	2021

	Turnover
	    5,189 
	      4,923 
	    4,624 
	    3,892 
	 2,907 

	% change in turnover
	5.40%
	6.47%
	18.81%
	33.88%
	 

	 
	 
	 
	 
	 
	 

	Operating profit
	    1,198 
	      1,041 
	    1,066 
	       628 
	    494 

	% change in operating profit
	15.08%
	-2.35%
	69.75%
	27.13%
	 

	 
	 
	 
	 
	 
	 

	Net profit
	       759 
	         628 
	       750 
	       376 
	    265 

	% change in net profit
	20.86%
	-16.27%
	99.47%
	41.89%
	 

	 
	 
	 
	 
	 
	 

	Current assets
	    2,049 
	      1,869 
	    2,129 
	    1,678 
	 2,066 

	% change in current assets
	9.63%
	-12.21%
	26.88%
	-18.78%
	 

	 
	 
	 
	 
	 
	 

	Current liabilities
	    2,100 
	      1,928 
	    2,190 
	    1,544 
	 1,624 

	% change in current liabilities
	8.92%
	-11.96%
	41.84%
	-4.93%
	 

	 
	 
	 
	 
	 
	 

	Total assets
	    5,345 
	      4,748 
	    4,813 
	    4,216 
	 4,716 

	% change in total assets
	12.57%
	-1.35%
	14.16%
	-10.60%
	 

	 
	 
	 
	 
	 
	 

	Shareholder's equity
	    2,736 
	      2,308 
	    1,946 
	    1,608 
	 1,474 

	% change in shareholder's equity
	18.54%
	18.60%
	21.02%
	9.09%
	 

	 
	 
	 
	 
	 
	 

	Cash flow from operating activities
	       898 
	         724 
	    1,219 
	       961 
	    848 

	% change in CFOA
	24.03%
	-40.61%
	26.85%
	13.33%
	 

	 
	 
	 
	 
	 
	 

	Cash flow from investing activities
	     -190 
	         -99 
	     -137 
	        -78 
	     -12 

	% change in CFIA
	91.92%
	-27.74%
	75.64%
	550.00%
	 

	 
	 
	 
	 
	 
	 

	Cash flow from Financing activities
	     -614 
	       -894 
	     -417 
	      -961 
	   -860 

	% change in CFFA
	-31.32%
	114.39%
	-56.61%
	11.74%
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	Ratio type
	Ratio
	Particulars
	2025
	2024
	2023
	2022
	2021

	Profitability ratios
	Operating profit ratio
	Operating profit
	1198
	1041
	1066
	628
	494

	
	
	Turnover
	5189
	4923
	4624
	3892
	2907

	
	
	OP ratio
	23.09%
	21.15%
	23.05%
	16.14%
	16.99%

	
	 
	 
	 
	 
	 
	 
	 

	
	Net profit margin
	Net profit
	759
	628
	750
	376
	265

	
	
	Turnover
	5189
	4923
	4624
	3892
	2907

	
	
	NP ratio
	14.63%
	12.76%
	16.22%
	9.66%
	9.12%

	 
	 
	 
	 
	 
	 
	 
	 

	Efficiency ratios
	Receivables collection period
	Trade receivables
	833
	785
	740
	646
	574

	
	
	Turnover
	5189
	4923
	4624
	3892
	2907

	
	
	Receivables collection period
	58.59
	58.20
	58.41
	60.58
	72.07

	
	 
	 
	 
	 
	 
	 
	 

	
	Payables payment period
	Trade payables
	69
	78
	75
	81
	57

	
	
	Cost of sales
	764
	745
	742
	648
	547

	
	
	Payables payment period
	32.96
	38.21
	36.89
	45.63
	38.03

	
	 
	 
	 
	 
	 
	 
	 

	
	Inventory turnover ratio
	Cost of goods sold
	764.00
	745.00
	742.00
	648.00
	547.00

	
	
	Inventory
	5.00
	4.00
	5.00
	4.00
	4.00

	
	
	Inventory turnover ratio
	152.80
	186.25
	148.40
	162.00
	136.75

	
	 
	 
	 
	 
	 
	 
	 

	Liquidity ratios
	Current ratio
	Current assets 
	2049
	1869
	2129
	1678
	2066

	
	
	Current liabilities
	2100
	1928
	2190
	1544
	1624

	
	
	Current ratio
	0.98
	0.97
	0.97
	1.09
	1.27

	
	 
	 
	 
	 
	 
	 
	 

	
	Quick ratio
	Current assets
	2049.00
	1869.00
	2129.00
	1678.00
	2066.00

	
	
	Inventory
	5.00
	4.00
	5.00
	4.00
	4.00

	
	
	Current liabilities
	2100.00
	1928.00
	2190.00
	1544.00
	1624.00

	
	
	Quick ratio
	0.97
	0.97
	0.97
	1.08
	1.27

	 
	 
	 
	 
	 
	 
	 
	 

	Gearing ratios
	Gearing ratio
	Non-current liabilities
	5981
	5128
	4569
	4280
	4566

	
	
	Total capital employed
	3245
	2820
	2623
	2672
	3092

	
	
	Gearing ratio
	184.31%
	181.84%
	174.19%
	160.18%
	147.67%

	
	 
	 
	 
	 
	 
	 
	 

	
	Interest coverage ratio
	Net operating profit
	1198
	1041
	1066
	628
	494

	
	
	Interest charges
	202
	178
	126
	118
	147

	
	
	Interest coverage ratio
	5.93
	5.85
	8.46
	5.32
	3.36

	 
	 
	 
	 
	 
	 
	 
	 

	Investment ratios
	Return on capital employed
	Net operating profit
	1198
	1041
	1066
	628
	494

	
	
	Total capital employed
	3245
	2820
	2623
	2672
	3092

	
	
	ROCE
	36.92%
	36.91%
	40.64%
	23.50%
	15.98%

	
	 
	 
	 
	 
	 
	 
	 

	
	Return on assets
	Net operating profit
	1198
	1041
	1066
	628
	494

	
	
	Total assets
	5345
	4748
	4813
	4216
	4716

	
	
	ROA
	22.41%
	21.93%
	22.15%
	14.90%
	10.47%

	
	 
	 
	 
	 
	 
	 
	 

	
	Return on equity
	Net profit after tax
	759
	628
	750
	376
	265

	
	
	Shareholder's equity
	2736
	2308
	1946
	1608
	1474

	
	
	ROE
	27.74%
	27.21%
	38.54%
	23.38%
	17.98%

	 
	 
	 
	 
	 
	 
	 
	 

	Cash flow ratios
	Operating cash flow ratio
	Cash Flow from Operations
	898
	724
	893
	646
	636

	
	
	Current Liabilities
	2100
	1928
	2190
	1544
	1624

	
	
	Operating cash flow ratio
	42.76%
	37.55%
	40.78%
	41.84%
	39.16%
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	Ratio
	IHG
	Marriot

	
	2025
	2024
	2025
	2024

	Current assets 
	2049
	1869
	3584
	3485

	Current liabilities
	2100
	1928
	8398
	8649

	Current ratio
	0.98
	0.97
	0.43
	0.40

	Current assets
	2049.00
	1869.00
	3584.00
	3485.00

	Inventory
	833.00
	785.00
	317.00
	294.00

	Current liabilities
	2100.00
	1928.00
	8398.00
	8649.00

	Quick ratio
	0.58
	0.56
	0.39
	0.37
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a) Payback period
	Year
	Project A
	Project B
	Project C

	
	Cash inflows
	Cumulative cash inflows
	Cash inflows
	Cumulative cash inflows
	Cash inflows
	Cumulative cash inflows

	1
	10
	10
	11
	11
	5
	5

	2
	12
	22
	11
	22
	10
	15

	3
	14
	36
	11
	33
	20
	35

	4
	10
	46
	11
	44
	25
	60

	5
	8
	54
	11
	55
	5
	65



Project A
4 years + (£50 - £46)/ £8
= 4.5 years
Project C
4 years + (£50 - £44)/ £11
= 4.54 years
Project C
3 years + (£50 - £35)/ £25
= 3.6 years
b) ARR
	
	Project A
	Project B
	Project C

	Initial investment
	50
	50
	50

	Cash inflows
	
	
	

	Year 1
	10
	11
	5

	Year 2
	12
	11
	10

	Year 3
	14
	11
	20

	Year 4
	10
	11
	25

	Year 5
	8
	11
	5

	
	
	
	

	Average annual cash inflows
	10.8
	11
	13

	
	
	
	

	ARR (Average annual cash inflows/ Initial investment
	22%
	22%
	26%



c) Net present value
	Year
	PVF @ 8%
	Project A
	Project B
	Project C

	
	
	Cash inflows
	PV of cash inflows
	Cash inflows
	PV of cash inflows
	Cash inflows
	PV of cash inflows

	1
	0.926
	10
	9.26
	11
	10.19
	5
	4.63

	2
	0.857
	12
	10.29
	11
	9.43
	10
	8.57

	3
	0.794
	14
	11.11
	11
	8.73
	20
	15.88

	4
	0.735
	10
	7.35
	11
	8.09
	25
	18.38

	5
	0.681
	8
	5.44
	11
	7.49
	5
	3.40

	Total cash inflows


	43.46
	
	43.92
	
	50.86

	Less: Initial investment


	50
	
	50
	
	50

	Net present value


	-6.54
	
	-6.08
	
	0.86



d) Profitability index
	 
	Project A
	Project B
	Project C

	Present value of cash inflows
	43.46
	43.92
	50.86

	Initial investment
	50
	50
	50

	PI
	0.87
	0.88
	1.02



e) IRR
Project A
	Year
	Cash inflows
	PVF @ 2%
	PV
	PVF @ 15%
	PV

	
	
	
	
	
	
	

	1
	10
	0.980
	9.80
	0.870
	8.70
	

	2
	12
	0.961
	11.53
	0.756
	9.07
	

	3
	14
	0.942
	13.19
	0.658
	9.21
	

	4
	10
	0.924
	9.24
	0.572
	5.72
	

	5
	8
	0.906
	7.25
	0.497
	3.98
	

	Total cash inflows
	54
	
	51.01
	
	36.67
	

	Less: Initial investment
	
	
	50.00
	
	50.00
	

	Net present value
	
	
	1.01
	
	-13.33
	



IRR = 2% + (£1.01 million/ £1.01 million – (-£13.33 million)) * (15% - 2%)
= 2.92% 
Project B
	Year
	Cash inflows
	PVF @ 2%
	PV
	PVF @ 15%
	PV

	
	
	
	
	
	
	

	1
	11
	0.980
	10.78
	0.870
	9.57
	

	2
	11
	0.961
	10.57
	0.756
	8.32
	

	3
	11
	0.942
	10.37
	0.658
	7.23
	

	4
	11
	0.924
	10.16
	0.572
	6.29
	

	5
	11
	0.906
	9.96
	0.497
	5.47
	

	Total cash inflows
	55
	
	51.85
	
	36.87
	

	Less: Initial investment
	
	
	50.00
	
	50.00
	

	Net present value
	
	
	1.85
	
	-13.13
	



IRR = 2% + (£1.85 million/ £1.85 million – (-£13.13 million)) * (15% - 2%)
= 3.60% 
Project C
	Year
	Cash inflows
	PVF @ 2%
	PV
	PVF @ 15%
	PV

	
	
	
	
	
	
	

	1
	5
	0.980
	4.90
	0.870
	4.35
	

	2
	10
	0.961
	9.61
	0.756
	7.56
	

	3
	20
	0.942
	18.85
	0.658
	13.15
	

	4
	25
	0.924
	23.10
	0.572
	14.29
	

	5
	5
	0.906
	4.53
	0.497
	2.49
	

	Total cash inflows
	65
	
	60.98
	
	41.84
	

	Less: Initial investment
	
	
	50.00
	
	50.00
	

	Net present value
	
	
	10.98
	
	-8.16
	



IRR = 2% + (£10.98 million/ £10.98 million – (-£8.16 million)) * (15% - 2%)
= 9.46% 
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