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1. [bookmark: _Toc237532009]Introduction
The presented report aims to analyse the financial performance to identify core problems and propose a suitable financial strategy for the company. For the same purpose, the reporter has selected Wyndham Hotels & Resorts Inc., a US-based hotel operating worldwide. It is listed on the New York Stock Exchange and has more than 8,400 hotels in more than 100 countries (Wyndham, 2026). The report will check financial health through ratio analysis. Similarly, the report will also carry out working capital management analysis and propose a strategic financial restructuring plan. Besides this, proposed investments in several projects will also be evaluated using different investment appraisal techniques.
2. [bookmark: _Toc237532010]Financial Health Check 
Analysis of financial statements
Based on the financial statement evaluation, Wyndham Hotels & Resorts Inc experienced declines in revenue and profits for the past 5 years. Although the company’s revenues rose from $446 million to $558 million in 2022, they again began to fall and decreased to $402 million in 2025. The profits also dropped from $355 million to $193 million in 2025. This indicates that over the past 5 years the company's profitability position has been seriously impacted. A rise in current liabilities as well as long-term debt is also a sign of the company’s weakness, which can be considered a threat for the company due to the inability to meet obligations satisfactorily. A fall in equity and a rise in debts also reflect a sign of high financial risk of the company.
Ratio analysis along with strengths, weaknesses, and threats
(see appendix 1 for detailed calculations)
Ratio refers to a financial metric that enables business entities to gain detailed and valuable insights about business performance. It assists in determining the profitability, solvency, gearing, and liquidity position of business entities. Profitability ratios like net profit margin, operating profit margin, and others are used for evaluating the profitability position; whereas, liquidity position helps in determining the ability to meet current business obligations. In addition to this, efficiency ratios are used for evaluating how efficiently resources are being used by the business. Gearing ratios evaluates relationship between debt and equity to determine financial leverage or risk of businesses (Schmidt, 2020; ACCA, 2026). The following section in this context will conduct ratio analysis of Wyndham Hotels & Resorts Inc for identifying financial performance, detecting core problems and proposing a financial strategy.
Profitability

Figure 1: Profitability ratios of Wyndham Hotels & Resorts Inc from 2021 to 2025
Growing operating profit margin of the company during 2022 from 28.50% to 37.25%, it began to decline from 2023 onwards. The company’s operating profit margin dropped to 35.16% and 28.13% during 2024 and 2025. Although the company has reported positive operating profit margin; however, declining revenues is key weakness of the company. Besides this, the net profit margin of the company is in the positive growth graph in the year 2022, but it is declining since 2023. The company’s net profit margin during 2023 was 20.69%, which dropped to 13.51% in the year 2025 (Wyndham Hotels & Resorts Inc, 2025). A rise in operational expenses causes a fall in net profits, which is also one of the key problems or weaknesses of the company. Overall, it can be deduced that fall in revenues as well as rising operating expenses are the main weakness of the company, which has affected the profitability position of the company.
Liquidity

Figure 2: Liquidity ratios of Wyndham Hotels & Resorts Inc from 2021 to 2025
These quick and current ratios were decreasing in the past 5 years. The company reported a current ratio of 1.81 in the year 2021, which started falling from 2022 and dropped to 0.86 in the year 2025. Similarly, the quick ratio of the company during 2021 was 1.81, which also declined to 0.86 in the year 2025. Both current and quick ratios are same as there is no inventory since company is engaged in service industry. A decrease in a company's current ratio may indicate that the company is becoming weak and the primary causes of its decline in the current ratio are an increase in current liabilities, or a decrease of current assets. The current ratio is 0.86 that means the company has $0.86 of current assets to $1 of current liabilities. In other words, the company has few assets to satisfy any short term liabilities. In general, it seems that the liquidity situation of the company has been negatively influenced during the past 5 years, and this one is considered to be one of the weaknesses or threats. Further, the competitor firm, namely Marriott International, also reported declining current ratios in the last 5 years. Marriott reported a current ratio of 0.43 during 2025, which is lower than Wyndham Hotels & Resorts Inc’s current ratio (Macro Trend, 2025). This shows that the liquidity position of the company is better than industry standards and is more capable to meet current obligations than Marriott International.
Efficiency

Figure 3: Efficiency ratios of Wyndham Hotels & Resorts Inc from 2021 to 2025
The efficiency ratio, namely the asset turnover ratio, of the company also declined in the last 5 years. The company reported an asset turnover ratio of 0.37 in the year 2021, which reduced to 0.34 in the year 2025 (Wyndham Hotels & Resorts Inc, 2025). A decrease in asset turnover is not good and is risky for the company. The company is not utilising assets in an effective manner to boost business revenues. The assets value remained almost stable, but revenues dropped sharply in the last 5 years, which caused a fall in the asset turnover ratio. Underutilisation of assets reflects the company’s weakness in generating strong sales. From this, one can conclude that the enterprise is not using assets well in the operations that generate business revenues.
Gearing

Figure 4: Gearing ratios of Wyndham Hotels & Resorts Inc from 2021 to 2025
The debt-equity ratio shows an upward trend in last 5 years. During 2021, Wyndham Hotels & Resorts Inc reported debt-equity ratio of 2.92, which significantly increased to 7.94 in the year 2025. A sharp rise in debt as well as a fall in equity cause rise in debt-equity ratio. This implies that the company mainly focus on debt rather than equity for business purposes. Such high dependency on debts also reflects high financial leverage and risk for the company. It is the biggest threat as the company might face severe issues to meet financial obligations during uncertain economic times. On the other hand, the interest coverage ratio of the company also shown negative trend as the same declined from 4.60 to 2.89. A fall in profits as well as a rise in interest charges are the main causes behind the fall in the interest coverage ratio. This also suggests a key threat for the company as it might face issues in meeting interest obligations effectively. Overall, the financial health of Wyndham Hotels & Resorts Inc is not good, and the company is facing high financial risk due to heavy debts.
Investment 

Figure 5: Investment ratios of Wyndham Hotels & Resorts Inc from 2021 to 2025
A fall in EPS is another issue, which reflects the company’s ability in generating sufficient profits for the shareholders. A fall in profits cause fall in EPS in the last 5 years. However, one of the key strengths of the company is a rise in return on equity, as the proportion of profit has significantly improved company-to-equity growth, which is favourable for gaining investors' attention.  
Cash Flow

Figure 6: Cash flow ratios of Wyndham Hotels & Resorts Inc from 2021 to 2025
The cash ratio of the company has decreased over the past 5 years, as has operating cash flow. The ratio of operating cash flow to cash has fallen from 1.07 to 0.72 while cash ratio has fallen from 0.43 to 0.13 over the past 5 years. A fall in cash and a rise in current liabilities caused a fall in cash ratios. This is a weakness as the company is unable to meet obligations from liquid assets or cash.
Strategy
The company needs to focus on adopting different strategies to address core problems of low sales, high operational expenses, ineffective asset usage, high debt, and others. More emphasis on marketing and adopting different pricing strategies can assist the company in  boosting revenues and profits as well as addressing low margin problem. Customer engagement on social media can also assist in grasping the attention of a large number of customers and boosting revenues. Similarly, integrating technology with operations will also improve asset efficiency and help in reducing operational expenses (Ali, 2021; Tiag, n.d.). The company can also implement Total Quality Management (TQM) for eliminating non-value-added activities and reducing business inefficiencies. Further, debt reduction through tightening credit terms and avoiding additional credit extension is also one of the best strategies that can assist in addressing the core problem of high debts and improving financial leverage (Nab, 2025). 
3. [bookmark: _Toc237532011]Working Capital Management Analysis
Cash Operating Cycle
(see appendix 2 for detailed calculations)
The cash operating cycle is the time period that business entities require to convert the inventories into sales. In simple words, it reflects the time from purchasing of material till sales. It has mainly three components, namely inventory, receivables, and payables. While inventory days show how long it takes to turn over inventory, receivable days say how long it takes to collect outstanding cash from debtors. Similarly, payable days show the time to meet suppliers' obligations (Ethan, 2025). It was found that the company has reported a negative cash operating cycle in the last five years. During 2021, the company reported a cash operating cycle of -28, which further rose to -96 during 2024. The key reason behind the negative cash operating cycle of the company is high payable days and low receivable days. For instance, receivable days during 2024 were only 70; however, payable days is 167. There is also no inventory since the company operates in the service industry. The negative cash operating cycle is healthy for the company as it shows that the company gives much emphasis on collecting funds from debtors before meeting suppliers' obligations. It can also be considered as beneficial for the company as it assists in improving cash flows by delaying suppliers' payments.
Strategies to improve liquidity 
The company can take different measures or implement strategies for enhanced liquidity due to working capital reforms. Some of the strategies that Wyndham Hotels & Resorts Inc can implement to improve liquidity are highlighted hereunder:
Managing accounts payable: Asking for early payment discounts or making favourable payment terms can assist the company in improving cash flows and liquidity.
Receivables management: Managing receivables effectively can also prove to be highly effective for improving liquidity. It can be done through offering early payment discounts to the customers. The digitisation of payments can also be effective for collecting faster payments and improving the company’s liquidity.
Financing options: The company can focus on different Short-term financing options, like short-term loans, credit line, and others for bridging cash gaps in business.
Reducing operational expenses: Identification of areas where the business can reduce cost can also help in improving cash flows and liquidity. The company can even outsource some areas without compromising quality for making efficient system and improve cash flows (Golembieski, 2025).
Overall, above discussed are some of the strategies that Wyndham Hotels & Resorts Inc can implement for improving liquidity through working capital reforms.
Comparison among short and long-term financing options
Financing is considered the blood for every business, as it is required at every stage of the business cycle. Funds can be short- or long-term based on business requirements. The short-term financing sources are: Trade credit, short-term loans, overdraft and others. Trade credit refers to the amount that a company owes to suppliers. The company takes time and makes delays in making payments to suppliers. Additionally, overdraft is another short-term financing option, which allows businesses to withdraw funds from banks up to a certain limit. In addition, short term loans is another source through which businesses can borrow from the banks against the consideration of interest charges. Besides this, factoring is also one of the financing options; whereas, businesses can collect a specific portion of invoices through factoring. This enables in improving cash flows (Yakhshibaev, 2011).
In addition to short-term financing options, there are several long-term financing options that businesses can take for business purposes. Generally, long-term financing options are considered for major capital investments, business growth, as well as managing working capital requirements. Some long-term financing sources of finance includes equity finance, long-term loans, debentures, and others. Equity financing refers to the collection of funds from the market through issuing securities. Similarly, debentures refer to an instrument that allows businesses to collect mobilize it by selling instruments on the market against fixed rates of interest for a fixed period of time. Further, long-term loans are another source, which allows businesses to borrow funds in consideration of interest charges (Ramya and Sumathi, 2023).
Equity is a highly expensive option compared to long-term loans and debentures; however, it does not enhance financial obligations on businesses. Similarly, debentures and long-term loans are inexpensive and offer tax advantage in respect of interest payments; but both increase financial commitments. Moreover as a comparison with both short term financing and long term financing, financing by short term is riskier. There is a difference between the interest rates for short-term financing (such as short term loans) and long-term loans. High dependency on short-term financing options is also dangerous as it might affect the ability to meet short-term obligations effectively. The same will not only affect reputation but also create difficulty in getting short-term loans due to lack of proper creditworthiness (Banerjee, 2015).
4. [bookmark: _Toc237532012]Strategic Financial restructuring Plan
Recommending Financial Restructuring Options
On the basis of overall financial analysis, Wyndham Hotels & Resorts must use a balanced financial restructuring approach to strengthen liquidity, decrease financial risk, and advance long-term shareholder confidence. The first suggestion is an equity injection through the issuance of new shares or the use of retained earnings (Haque, 2023). Moreover, the debt-to-equity ratio has enhanced considerably over the years, showing excessive reliability on debt financing. Thereby, raising additional equity will fix the capital structure, decrease leverage, and offer funds to accomplish short-term liabilities without enhancing interest costs. Secondly, the hotel chain must undertake debt restructuring by refinancing high-interest debt with long-term borrowing at lower interest rates. Thereby, extending borrowing maturities and renegotiating debt terms would advance cash flow and decrease financial pressure.
Further, a strategic divestiture of non-core or underperforming assets must also be considered. Selling fixed assets that do not contribute significantly to income generation can get immediate cash, advance liquidity, and allow management to focus on profitable business areas. The revenue may be utilised to invest in technology or repay debt, digital transformation, and overall customer experience initiatives. Moreover, instead of going for a full-scale merger, the hotel chain may benefit from strategic acquisitions or partnerships that strengthen its worldwide hotel network without considerably increasing debt. Collaborations with regional hospitality companies or technology providers can expand market image while sharing operational expenses (Attah et al., 2024). Finally, the hotel chain must strengthen its overall working capital management by advancing cash flow forecasting, controlling operational expenses, and optimising receivables.
Evaluating impact on Shareholder Value, Debt Structure, and Operational Flexibility
The recommended restructuring approach is anticipated to form positive long-run shareholder value along with improving the financial strategy of the hotel chain. Although the equity injection may dilute current shareholders’ ownership, the additional money will decrease reliance on debt sources, strengthen the financial position, and decrease financial risk. Moreover, investors commonly view a robust capital structure positively, especially when the funds are used in profitable growth segments (Brown et al., 2019). Further, improved financial stability may also enhance market confidence and assist in higher share valuations over time. Debt restructuring will considerably advance the debt profile. Thereby, refinancing expensive loans with lower-cost, long-term debt will decrease annual interest costs and advance the interest coverage ratio. Lower financial liabilities will also decrease the overall risk of financial distress and increase the hotel's creditworthiness, which enables easier access to external funds in the future.
In addition, operational flexibility will also enhance as robust liquidity and sound cash flow offer management with higher freedom to invest in strategic initiatives. Thereby, instead of allocating considerable cash towards debt repayments, the hotel could invest in its renovation, customer service improvements, digital technologies, and global expansion opportunities. Moreover, divesting non-core assets will further simplify operations and allow management to target resources on high-performing business segments (Atere et al., 2019). Hence, the restructuring plan controls short-run financial discipline with long-run strategic growth. While some initiatives may involve temporary expenses or shareholder dilution, the long-run benefits involve lower financial risk, improved profitability, robust liquidity, increased operational efficiency, and greater shareholder value through sustainable business performance.
International and Ethical Considerations
As a worldwide hospitality company, financial restructuring must incorporate foreign financial risk and overall ethical business practice to make sure sustainable long-run performance. One essential consideration is taxation, as different nations have different tax regimes that make it important to keep tax efficiency along with aligning with global tax laws. Clear tax planning assists in avoiding legal regulations and safeguards the corporate reputation of the company (Suganda et al., 2024). Another essential factor is currency risk, as expenses and revenues are generated in various currencies and exchange rate fluctuations can considerably impact cash flows and earnings. Therefore, applying hedging approaches through natural hedging and forward contracts can decrease foreign exchange risk and advance financial stability. Moreover, effective currency risk management becomes essential during periods of worldwide economic uncertainty.
Further, inflation also impacts overall operational expenses, involving utilities, employee wages, maintenance costs, and construction expenses. Higher inflation can decrease profit ratios if higher expenses cannot be passed to customers through pricing approaches. Thus, the company must regularly monitor inflation patterns, advance cost efficiency, and diversify suppliers to decrease cost pressure. Besides, from an ethical viewpoint, restructuring must align with robust CSR and ESG principles. Cost reduction strategy must avoid unnecessary workforce reductions that can inversely impact employee service quality and morale. Moreover, environmental approaches like energy-efficient hotels. Waste reduction, water conservation, and sustainable procurement can decrease operational expenses while increasing brand image (Bruns-Smith et al., 2015). Thus, integrating financial restructuring with global risk management and ESG practices will strengthen overall stakeholder trust, increase corporate resilience, attract socially responsible investors, and assist sustainable long-run business growth.
5. [bookmark: _Toc237532013]Investment Appraisal and Capital Budgeting
Investment appraisal techniques
Investment appraisal techniques are the techniques used in attempt to assess the feasibility of an investment. The evaluation of project feasibility is crucial since it requires heavy investment. Several techniques can be used for evaluating investment viability For instance, payback period, Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), and Internal Rate of Return (IRR). Payback period refers to the technique that helps in calculating the time that a project takes to recoup initial investment. It is used to determine the time required for a project to recover the initial investment. It is easy to calculate and assists in measuring liquidity; however, it has several drawbacks. It ignores after-payback period cash flows as well as the time value of money (Drake, Fabozzi and Fabozzi, 2022).
Another tool is Accounting Rate of Return (ARR) and is used to measure profitability of an investment. It is the only investment appraisal technique that considers profits and ignores cash flows. It can also be used for comparing with the required rate of return to select the highest profitable product. The higher the ARR, the more feasible it is to invest in the project. It is also easy to compute; however, ignorance of time value as well as profit timing are some of the key drawbacks of ARR (Birt et al., 2020).
One of the most useful techniques that takes into consideration the time value of money concept is Net Present Value (NPV). NPV can be used to decide the value of a project. It is only a reflection of the difference between present value of cash inflows and cash outflows. The investment in a project with positive NPV is favourable; however, investing in negative NPV is not favourable as it does not create any value addition. The consideration of future cash flow risks and time value are the main advantages of NPV. However, estimation of discount rate is one of the major weakness of NPV.
Profitability Index (PI) reflects the ration of cash flows and investment, which helps in identifying how much value is created on each unit of investment. It accounts for time value and all future cash flows; however, it also requires estimation of discount rate, which is major drawback of PI. In addition, another method to check the chance of profitable investment is the internal rate of return (IRR). Cost of the project at which it comes to break even or neither makes profit or loss. It is quite difficult to compute IRR, and the same can also be used for selecting the best among different projects (Berk et al., 2013).
Evaluation of results
(see appendix 3 for detailed calculations)
When results were subjected to evaluation, it was determined that the payback period for project A, B and C is 4.5 years, 4.55 years and 3.60 years respectively. Project B will take the longest time; whereas, project C will take the least time to recoup the initial investment. Thus, based on payback period, investing in project C is feasible as it will enable the company to recover funds faster. Investing in the lowest payback period project is also beneficial as it assists in reducing investment risk as well as improving liquidity.
Project A has reported an ARR of 1.60%, project B’s ARR is only 2%, and project C’s ARR is around 6%. Among the three projects, project C has reported the highest ARR, which implies that project C will generate more profits as compared to the other projects. Thus, it can be stated that the investment in project C is more beneficial as compared to project A and B.
Project c is the only project that has not had a negative NPV. Project A’s NPV is -£6.54 million, project B's NPV is -£6.08 million, and project C’s NPV is £0.86 million. Among the three projects, project C has generated positive NPV. Even if the project has a negative NPV it is not desirable; however, based on comparison with other projects, project C is suitable as it is the only project with positive NPV. It will assist in improving shareholder value as compared to other projects.
Profitability index of all projects except project C is also less than 1. Project A reported a PI of 0.87, project B reported a PI of 0.88, and project C reported PI of 1.02. The project C is compared with the other projects and the project C value of the PI is higher than 1. This shows that project C is very close to generating returns and covering the investment faster. Thus, based on PI, investing in project C is effective, and the company should ignore investment in project A and B.
Internal rate of return (IRR) of projects A, B and C are 2.72%, 3.26%, and 8.59%. Both projects, namely A and B’s IRR less than the discount rate of 8%. However, project C’s IRR exceeds the discount rate, which implies that the investment will help in creating value addition for the company and its shareholders. Thus, based on IRR, it is suitable to invest in project C due to its high IRR.
Overall, it can be stated that no project meets the target of positive NPV; however, based on favourable payback period, ARR, PI and IRR, investing in project C is feasible. Investing in project C can be considered as strategic potential for the company in the long run as it will minimise the company’s financial losses.
Recommendation through justifying financial performance and non-financial risk
In the estimation of the financial performance, it was observed that the profitability position of the company has been negatively affected in the past 5 years due to decrease in profits and increase in operational expenses. Similarly, the liquidity has also been affected due to a rise in current liabilities, which makes it difficult to meet obligations on time. A rise in debt levels compared to equity has also increased the financial burden and risk on the company. The cash position of the company has also reduced over a period of time. This indicates a negative impact on the financial performance over the past 5 years, which requires a careful investment plan that can help in generating sufficient cash flows to improve liquidity and overall financial performance of the company. Project C seems to be a better investment opportunity due to the highest profitability and faster investment recovery. Faster recovery can help the company in improving liquidity as well as preserving cash flows.
In addition to this, there are also several non-financial factors of the company that support investment in Project C. The hotel operates in a competitive business environment, wherein several factors affect profitability, such as innovation, sustainability, and others. Investment in projects that improve satisfaction, innovation, and sustainability can prove to be helpful for gaining a competitive advantage in the long run. Similarly, investment in a feasible project can also prove to be favourable for addressing different non-financial risks like changing regulations, political instability, and others.
Thus, it can be stated that project C is feasible despite the negative NPV as it will help in gaining strategic advantage in the long run.
Suggestion for capital rationing
In case of capital rationing of £100 million, a proper evaluation is required for achieving maximum benefits. Based on the results, it can be said that the combination of projects B and C helps gain the highest benefits. Project C will provide stable cash flows, and project C will provide higher cash flows to the company. Project C has a positive NPV and high IRR, which can prove to be beneficial in creating value addition. It will also help in generating higher profits compared to investing in projects A and B.
Similarly, investing in project A and B is not worthwhile for the company. Both projects have generated adverse results like negative NPV, high payback, and low ARR. Therefore, it can be stated that the optimal capital rationing is to invest cumulatively in project B and C. This will cover a £100 million investment and help in achieving strategic as well as financial benefits.
6. [bookmark: _Toc237532014]Critical Reflection on AI Usage
Tool Disclosure: AI like ChatGPT has been used for the current report, wherein different tasks have been assigned to the AI. For instance, AI helped in explaining ratios, improving writing quality, identifying core problems, and others. However, self calculations has been made for ratio analysis and investment appraisal techniques. The company’s annual report has been used for carrying out ratio analysis.
Evaluation of AI output: AI can help in generating fast results; however, its accuracy cannot be guaranteed. Figures used in ratio analysis have been cross-verified with financial statements, and independent calculations have helped in verifying the accuracy of AI response. AI also provided some generic recommendations as part of financial strategy; however, several recommendations has been changed in alignment with the sector in which the company operates.
Contribution Analysis: The report reflects the result of both AI and individual analysis. AI is being used for making structure and refinement of the report; whereas, individual analysis has been carried out for interpreting ratios and investment appraisal technique results. Each ratio has been analysed in detail for identifying core problems like falling profit, liquidity issues, and debt issues. Similarly, investment appraisal result analysis is also carried out by the author and linked with the hotel industry. No part of any information has been directly taken from AI response.
Ethical and Professional Reflection: Although Ai can prove to be highly effective as it summarize large information in a short time and automates calculations; however, over reliance on AI can affect professional scepticism, as it can create risks due to algorithmic bias or wrong analysis. A finance manager is ethically responsible for ensuring that results generated by AI are matched with reliable sources of evidence. Besides this, decisions like financial restructuring and others also require qualitative considerations that sometimes AI fails to evaluate. It is also a company's duty to protect data while using AI tools. Similarly, transparency and AI disclosure are also crucial as it helps in enhancing accountability and stakeholders' confidence. Therefore, it can be said that AI assisted in enhancing report efficiency; however, the credibility of the entire information covered in the report mainly depends on self-research and critical evaluation of the company’s information.
7. [bookmark: _Toc237532015]Conclusion
It can be deduced from the analysis of the above report that the financial health of the company has degraded over the last 5 years. A fall in profits, low liquidity, high debts, and others are some of the main core problems. However, a negative cash operating cycle reflects that the company is managing working capital effectively. Improving customer engagement, marketing, and reducing expenses can help in improving profits, liquidity and financial risk. Further, the proposed financial restructuring plan focuses on decreasing leverage, improving operational efficiency, strengthening liquidity, and assisting sustainable growth. By integrating debt restructuring, equity financing, strategic asset optimisation, and robust ESG practices, the hotel chain can increase shareholder value, advance financial resilience and keep long-run competitiveness in the worldwide hospitality industry. Besides this, use of investment appraisal techniques showed that investment in project C is better because it is the only project with positive NPV. However, in case of capital rationing, the company can invest in project B and C as the same will provide strategic benefits in the long run and help in gaining a competitive edge in the hotel industry.
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Ratios
	WYNDHAM HOTELS & RESORTS, INC RATIOS

	Profitability Ratios
	2021
	2022
	2023
	2024
	2025

	Operating profit
	446
	558
	503
	495
	402

	Sales
	1,565
	1,498
	1,397
	1,408
	1,429

	Operating profit margin
	28.50%
	37.25%
	36.01%
	35.16%
	28.13%

	(Operating profit)/sales*100
	
	
	
	
	

	
	
	
	
	
	

	Net profit
	244
	355
	289
	289
	193

	Sales
	1,565
	1,498
	1,397
	1,408
	1,429

	Net profit margin
	15.59%
	23.70%
	20.69%
	20.53%
	13.51%

	(Net profit/sales)*100
	
	
	
	
	

	
	
	
	
	
	

	Liquidity Ratios
	2021
	2022
	2023
	2024
	2025

	Current assets
	720
	545
	373
	467
	435

	Current liabilities
	397
	406
	459
	466
	507

	Current ratio
	1.81
	1.34
	0.81
	1.00
	0.86

	(CA/CL)
	
	
	
	
	

	
	
	
	
	
	

	Current assets
	720
	545
	373
	467
	435

	Inventory
	0
	0
	0
	0
	0

	Current liabilities
	397
	406
	459
	466
	507

	Quick ratio
	1.81
	1.34
	0.81
	1.00
	0.86

	(CA- inventory)/ CL
	
	
	
	
	

	
	
	
	
	
	

	Efficiency Ratios
	2021
	2022
	2023
	2024
	2025

	Sales
	1,565
	1,498
	1,397
	1,408
	1,429

	Total assets
	4,269
	4,123
	4,033
	4,223
	4,182

	Asset turnover ratio
	0.37
	0.36
	0.35
	0.33
	0.34

	Sales/ Total assets
	
	
	
	
	

	
	
	
	
	
	

	COS
	132
	106
	94
	81
	168

	Average inventory
	0
	0
	0
	0
	0

	Inventory turnover ratio
	0.00
	0.00
	0.00
	0.00
	0.00

	(COS/ average inventory)
	
	
	
	
	

	
	
	
	
	
	

	Gearing Ratios
	2021
	2022
	2023
	2024
	2025

	Debt
	3,180
	3,161
	3,287
	3,573
	3,714

	Equity
	1,089
	962
	746
	650
	468

	Debt-equity ratio
	2.92
	3.29
	4.41
	5.50
	7.94

	(Debt/equity)
	
	
	
	
	

	
	
	
	
	
	

	EBIT
	428
	556
	500
	492
	402

	Interest
	93
	80
	102
	124
	139

	Interest coverage ratio
	4.60
	6.95
	4.90
	3.97
	2.89

	EBIT/ interest
	
	
	
	
	

	
	
	
	
	
	

	Investment Ratios
	2021
	2022
	2023
	2024
	2025

	Earnings
	244
	355
	289
	289
	193

	Outstanding shares
	93
	90
	84
	79
	77

	EPS
	2.61
	3.93
	3.43
	3.64
	2.51

	(Earnings/ outstanding shares)
	
	
	
	
	

	
	
	
	
	
	

	Equity
	1,089
	962
	746
	650
	468

	Net profit
	244
	355
	289
	289
	193

	Return on equity
	22.41%
	36.90%
	38.74%
	44.46%
	41.24%

	Net profit/ equity
	
	
	
	
	

	
	
	
	
	
	

	Cash Flow Ratios
	2021
	2022
	2023
	2024
	2025

	Operating cash flow
	426
	399
	376
	290
	367

	Current liabilities
	397
	406
	459
	466
	507

	Operating cash flow ratio
	1.07
	0.98
	0.82
	0.62
	0.72

	(Operating cash flow/ current liabilities)
	
	
	
	
	

	
	
	
	
	
	

	Cash
	171
	161
	66
	103
	64

	Current liabilities
	397
	406
	459
	466
	507

	Cash ratio
	0.43
	0.40
	0.14
	0.22
	0.13

	(Cash flow/ current liabilities)
	
	
	
	
	



Cash Operating Cycle
	Cash Operating Cycle

	
	2021
	2022
	2023
	2024
	2025

	Average inventory
	0
	0
	0
	0
	0

	COS
	132
	106
	94
	81
	168

	Inventory days
	0
	0
	0
	0
	0

	(Average inventory/COS)*365
	
	
	
	
	

	
	
	
	
	
	

	Receivables
	246
	234
	241
	271
	291

	Sales
	1,565
	1,498
	1,397
	1,408
	1,429

	Receivable days
	57
	57
	63
	70
	74

	(Receivables/Sales)*365
	
	
	
	
	

	
	
	
	
	
	

	Payables
	31
	39
	32
	37
	38

	COS
	132
	106
	94
	81
	168

	Payable days
	86
	134
	124
	167
	83

	(Payables/ COS)*365
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Inventory days
	0
	0
	0
	0
	0

	Receivable days
	57
	57
	63
	70
	74

	Payable days
	86
	134
	124
	167
	83

	Cash Operating Cycle
	-28
	-77
	-61
	-96
	-8

	(Inventory days+receivable days-payable days)
	
	
	
	
	



Investment Appraisal Techniques
	Payback period

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative
	Cash Flows (£M)
	Cumulative

	0
	-50
	-50
	-50
	-50
	-50
	-50

	1
	10
	-40
	11
	-39
	5
	-45

	2
	12
	-28
	11
	-28
	10
	-35

	3
	14
	-14
	11
	-17
	20
	-15

	4
	10
	-4
	11
	-6
	25
	10

	5
	8
	4
	11
	5
	5
	

	Payback Period
	
	4.50 
	
	4.55 
	
	3.60 



	Accounting Rate of Return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit
	Cash Flows (£M)
	Less: Depreciation
	Profit

	0
	-50
	0
	
	-50
	
	
	-50
	
	

	1
	10
	10
	0
	11
	10
	1
	5
	10
	-5

	2
	12
	10
	2
	11
	10
	1
	10
	10
	0

	3
	14
	10
	4
	11
	10
	1
	20
	10
	10

	4
	10
	10
	0
	11
	10
	1
	25
	10
	15

	5
	8
	10
	-2
	11
	10
	1
	5
	10
	-5

	Average profit
	
	
	0.8
	
	
	1
	
	
	3

	Investment
	
	
	50
	
	
	50
	
	
	50

	ARR
	
	
	1.60%
	
	
	2.00%
	
	
	6.00%

	(Average profits/ investment)
	
	
	
	
	
	
	
	
	



	Net Present Value

	Projects
	
	A
	B
	C

	Year
	Discount factor @ 8%
	Cash Flows (£M)
	PV (£M)
	Cash Flows
	PV (£M)
	Cash Flows
	PV (£M)

	0
	1
	-50
	-50
	-50
	-50
	-50
	-50

	1
	0.93 
	10
	9.26 
	11
	10.19 
	5
	4.63 

	2
	0.86 
	12
	10.29 
	11
	9.43 
	10
	8.57 

	3
	0.79 
	14
	11.11 
	11
	8.73 
	20
	15.88 

	4
	0.74 
	10
	7.35 
	11
	8.09 
	25
	18.38 

	5
	0.68 
	8
	5.44 
	11
	7.49 
	5
	3.40 

	NPV
	
	
	-6.54 
	
	-6.08 
	
	0.86 



	Profitability Index

	
	A
	B
	C

	PV of cash flows
	43.46 
	43.92 
	50.86 

	Investment
	50
	50
	50

	PI
	0.87 
	0.88 
	1.02 



	Internal Rate of Return

	Projects
	A
	B
	C

	Year
	Cash Flows (£M)
	Cash Flows (£M)
	Cash Flows (£M)

	0
	-50
	-50
	-50

	1
	10
	11
	5

	2
	12
	11
	10

	3
	14
	11
	20

	4
	10
	11
	25

	5
	8
	11
	5

	IRR
	2.72%
	3.26%
	8.59%




Liquidity 

Current ratio	
2021	2022	2023	2024	2025	1.8136020151133501	1.3423645320197	0.81263616557734197	1.0021459227467799	0.85798816568047298	Quick ratio	
2021	2022	2023	2024	2025	1.8136020151133501	1.3423645320197	0.81263616557734197	1.0021459227467799	0.85798816568047298	



Efficiency

Asset turnover ratio	
2021	2022	2023	2024	2025	0.36659639259779803	0.36332767402376898	0.346392263823457	0.333412266161497	0.34170253467240602	Inventory turnover ratio	
2021	2022	2023	2024	2025	0	0	0	0	0	



Gearing

Debt-equity ratio	
2021	2022	2023	2024	2025	2.9201101928374702	3.2858627858627898	4.4061662198391396	5.4969230769230801	7.9358974358974397	Interest coverage ratio	
2021	2022	2023	2024	2025	4.6021505376344098	6.95	4.9019607843137303	3.9677419354838701	2.8920863309352498	



Investment

EPS	
2021	2022	2023	2024	2025	2.6101839965768101	3.9300343186095401	3.4298599572751001	3.6397984886649901	2.50975292587776	Return on equity	
2021	2022	2023	2024	2025	0.22405876951331499	0.36902286902286902	0.38739946380696999	0.44461538461538502	0.41239316239316198	



Cash Flow

Operating cash flow ratio	
2021	2022	2023	2024	2025	1.07304785894207	0.98275862068965503	0.81917211328976003	0.62231759656652397	0.72386587771203204	Cash ratio	
2021	2022	2023	2024	2025	0.43073047858942098	0.39655172413793099	0.14379084967320299	0.22103004291845499	0.12623274161735701	



Profitability

Operating profit margin	
2021	2022	2023	2024	2025	0.28498402555910501	0.37249666221628802	0.36005726556907702	0.3515625	0.28131560531840399	Net profit margin	
2021	2022	2023	2024	2025	0.15591054313099001	0.2369826435247	0.20687186828919099	0.20525568181818199	0.13505948215535299	
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