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[bookmark: _Toc235033220]Introduction 
This report examines InterContinental Hotels Group (IHG)'s past five years’ financial performance by the financial statement and ratio analysis. By using capital budgeting strategies, it evaluates the working capital management, provides a statement on strategic financial restructuring initiatives, appraises investment projects to highlight the responsible use of Artificial Intelligence (AI), which supports in decision-making process and financial analysis. 
[bookmark: _Toc235033221]1. Financial Health Check 
[bookmark: _Toc235033222]1.1 InterContinental Hotels Group (IHG)’ s financial statements over the past five years
Over the past five-year period from 2021-2025, InterContinental Hotels Group (IHG)'s financial position showed significant improvement. The annual report shows that in 2021 IHG’s revenue was US$3.01 billion, which became US$5.19 billion in 2025, reflecting a growth of 72.4% (Finance.yahoo, 2026). Growth in revenue is supported by IHG’s expansion of its hotel portfolio and high demand in the market for leisure and business travel. A further asset-light business model supports the enhancement of operational efficiency and profitability without the requirement of higher-level capital investment (Ihgplc, 2026). There is an increase in gross profit from US$1.52 billion to US$2.65 billion. Effective cost management and cost-efficiency increase operating profit (EBIT). In 2021, the value was US$534 million, which became US$1.20 billion in 2025, meaning there is an increase of more than double. 
Core business activities include franchising, leasing, loyalty programs, and hotel management across luxury that support stronger earnings, which is reflected through the BBITA value that rose from US$610 million to US$1.27 billion over the five years. Statista’s report presented that IHG’s strong focus on a robust growth strategy and extensive portfolio enabled it to sustain revenue growth and maintain a strong competitive position (Statista, 2025). From 2021 to 2025, there is an increase in operating cash flow from US$820 million to US$1.36 billion. This value indicates that the company is capable of financing its day-to-day operations, including future investments. There is an increase in current liabilities from US$1.72 billion to US$2.10 billion. However, there is a negative shareholder’s equity with a value of –US$1.93 billion in 2021 to –US$2.74 billion in 2025. Thus, the financial statement indicates that IHG has strong profitability and cash generation. However, a key challenge remains in liquidity management and capital structure.                                
[bookmark: _Toc235033223]1.2 Ratio Analysis
Comprehensive insights into the financial performance of IHG are captured by making the ratio analysis. Throughout the years, this firm has strengthened its operational performance and the ability of cash generation by the measurement of the value of profitability, liquidity, efficiency, gearing, investment and cash flow. Despite a strong financial performance, it has been noted that liquidity remained relatively weak. 
Profitability ratios: Sustained improvement in financial performance is presented with the measurement of this value. Throughout the period, it has been seen that profit margin remained constant at 51%. This stable outcome shows IHG’s strong ability to effectively manage costs and maintain a stable pricing approach. Operating margin in 2021 was 18%, which then became 23% in 2025. An increased value presents a higher level of operational efficiency, and its primary functions constantly generate stronger earnings. While there is an increase in EBITA margin from 20% to 24%. EBITA margin measures the ability to constantly generate operating earnings from main functions. It excludes effects of depreciation policies, taxation and capital structure, which reflects key internal strengths (Mihaela, 2023). Pre-tax profit margin increased from 17% to 21%, and the increase in net profit margin from 14% to 15%. A greater percentage of revenue has been converted into profit, as reflected through the value.  The efficiency of this firm in using assets properly is reflected in the value of ROA, which shows an improvement from 16% to 23%. While the value of ROE increased from 24% to 36% throughout the period.            
Liquidity ratios: Financial analysis presented that with limited short-term liquidity, IHG continued its operation. Over the five-year time period, the current ratio remained 0.08 to 0.09, which generally remained below the industry benchmark value of 1.0. Current assets of a firm are greater than its liabilities when its current ratios over 1.0.  As a result, the firm is able to meet its short-term obligations without the over-reliance on external funding (Chairunisa et al., 2023). Current assets remained lower than current liabilities of IHG, which is also supported by the value of the working capital ratio that remained close to -0.99. Stable cash flows from franchise and management fees in firms within the hospitality sector that operate under an asset-light business model (Aslam et al., 2025). It generally indicates there are higher current liabilities in comparison to current assets. Thus, in IHG’s business, there is no indication that there is a financial problem. Available cash used for meeting financial obligations is reflected through the cash ratio, as there is an increase from 0.195 to 0.255,       
Efficiency ratios: Higher revenue generation is indicated with an increase in total asset turnover from 1.16 to 1.57. Efficiency in long-term asset utilisation from the value of the fixed asset turnover ratio, with improvement from 1.87 to 2.53. While better credit management is reflected through an increase in receivable turnover from 3.26 to 4.60 and a decrease in receivable days from 111.87 days to 79.42 days.        
Gearing ratios: Gearing ratio is one of the important financial metrics that measure the capital structure of a firm and its reliance level on external finance for running its operations (Amin and Cek, 2023). This value of IHG shows a stable capital structure. Fluctuations in financial leverage are seen between 1.49 and 1.57. Continuous investment in long-term assets is reflected in an increase in its long-term asset ratio from 51% to 54%.     
Investment and cash flow ratios: Mixed performance is measured with the evaluation of this value. Earnings per share (EPS) remained negative, with fluctuations between -0.22 and -0.28. Despite stronger profitability in operation, there is a negative impact on shareholder return. While stable cash flow generation of 26% is seen and an increase in cash flow to assets from 32% to 41%. Effective utilisation of assets supports strong cash generation.  
Overall, ratio analysis reflects that there is a requirement of regular based liquidity position and capital structure monitoring despite improvement in operational efficiency, cash flow generation and profitability for holding long-term financial resilience.      
[bookmark: _Toc235033224]1.3 Identification of trends, strengths, and potential threats
Financial trends: Positive financial trends throughout the period of 2021 to 2025 of IHG are reflected in the financial analysis of the firm. Profitability, efficiency, and cash generation ability of the firm continuously increase. Stronger operational performance and improved financial resilience are indicated by an increase in operating margin, operating cash flow and EBITDA margin. Effective utilisation of resources is also supported at the firm level with a higher asset turnover rate.    
Strengths: The firm, implementing an asset-light business model, is able to generate continuous stable revenue and also mainating higher scalability and agility in operation (Pantulu, 2025). IHG’s operation is based on this model that enable is constantly generate a higher level of revenue from management and franchise activities. Moreover, it also limits capital requirements for asset maintenance and investments.  
Potential threats: Several potential risks are faced by IHG that undermine its operational growth despite its strength in the operational model. The current ratio of the firm is below 1.0 means the liquidity level is low. Lack of short-term financial flexibility presents a challenge in meeting short-term debts and other financial obligations (Hamzat, 2025). The firm also faces issues in delivering its shareholders’ return reflected through a negative EPS value. For further growth and profitability, there can also be a negative influence of varied external factors like inflation, changes in travel patterns and uncertainties in the economy.   
[bookmark: _Toc235033225]1.4 Comparison of liquidity ratios with industry benchmarks
Financial assessment of IHG reflects that the current ratio level throughout the years is between 0.008 and 0.009. However, in the conventional industry market, the current ratio needs to be above 1.0, which shows a healthy balance between current assets and current liabilities (Chairunisa et al., 2023). As the value of IHG is below industry benchmarks, it may face difficulties in meeting its short-term obligations. The cash ratio is preferred to be 0.5 to 1 in the hospitality sector as it enable firm in continuing daily operations, manage seasonal fluctuations and also invest in operational growth (Corporatefinanceinstitute, 2026). IHG’s cash ratio reflected an improvement from 0.195 to 0.255, though below the industry benchmark. Overall, liquidity of the firm is weak that can create financial pressure.        
[bookmark: _Toc235033226]2. Working Capital Management Analysis 
[bookmark: _Toc235033227]2.1 Assessing the cash operating cycle
	Item
	Formula
	2021
	2022
	2023
	2024
	2025

	Revenue
	Input
	13,857
	20,773
	23,713
	25,100
	26,186

	Inventory
	Input (Assumed)
	52
	58
	62
	66
	70

	Accounts Receivable
	Input
	1,393
	507
	338
	396
	358

	Accounts Payable
	Input (Assumed)
	1,120
	1,290
	1,410
	1,520
	1,635

	DIO
	(Inventory / Revenue) * 365
	1.37
	1.02
	0.95
	0.96
	0.98

	DSO
	(Receivables / Revenue) * 365
	36.69
	8.91
	5.20
	5.76
	4.99

	DPO
	(Accounts Payable / Revenue) * 365
	29.50
	22.67
	21.70
	22.10
	22.79

	CCC
	(DIO + DSO - DPO)
	8.56
	-12.74
	-15.55
	-15.39
	-16.82


Table 1: Cash operating cycle
(Source: Self-developed)
Strong working capital efficiency of IHG is presented from its financial performance assessment o over a time period of 2021-2025. 
DIO: Days Inventory Outstanding (DIO) continued to remain low, with the value 1.37 days in 2021 to 0.98 days in 2025. This declining value indicates that the firm is able to manage inventory efficiently. In addition, for converting inventory into revenue, there is also a requirement of minimal time. Key benefits associated with it are lowering holding costs and improvement in liquidity flexibility. Effective allocation of resources supports strategic growth in operations and supports further investment (Jain, 2024). However, for maintaining extremely low inventory levels, there is a requirement for effective and ongoing monitoring. Otherwise, insufficient resources may often undermine quality in service and disrupt operations. In IHG’s asset-light hospitality business model, there is consistency with a low value of DIO. In comparison to traditional businesses, this firm has to invest limited capital for the fulfilment of inventory requirements.          
DSO: The most notable improvement is seen in the Days Sales Outstanding (DSO) value from IHG’s operation. In 2021, the value was 36.69 days, which became 4.99 days in 2025, reflecting a significant decrease in value. Receivable collection became faster over time period including the improved credit management approach, as reflected through this value (Chernov, 2023). Sales are converted quickly by the firm. However, the quick process may pose a negative effect on the relationship with consumers, franchise partners and business clients. Despite this, there is an improvement in operating cash flow and the risk related to delayed payments.        
DPO: Days Payable Outstanding (DPO) presented a decreased value, where in 2021 the value was 29.50 days and became 22.79 days in 2025. It means that throughout the period, the payment to suppliers has decreased. Faster payment to suppliers is effective in strengthening positive relationships with suppliers and maintaining stability in operations.   
CCC: Cash Conversion Cycle (CCC) is an important financial metric that shows how much time a business takes for the conversion of its resources into cash (Zaher and Illescas, 2022). IHG’s financial evaluation presented that in 2021 its CCC value was 8.51 days, which became -16.82 days in 2025. From this negative value, it has been acknowledged that the company receives payments faster from consumers than it pays its suppliers. Seamless cash flow decreases the requirement of borrowing money from external sources like banks for running its day-to-day operations. This value also highlights that the firm's ability of working capital management become day-by-day better day by day. In addition, there is strong cash generation, and there is improvement in liquidity efficiency. However, for sustaining long-term better operational performance and growth requirement for balanced supplier relationships.       
[bookmark: _Toc235033228]2.2 Recommending strategies to improve liquidity
Operating cash flow generation in IHG’s business is stronger, though it has been seen to have a weak liquidity position. However, for meeting short-term financial obligations, there is a requirement for effective working capital reforms. 
Acceleration in receivable collection: IHG’s first priority needs to be acceleration in its receivable collections. It can be effective in lowering DSO levels and increasing liquidity levels in operation. Fast cash flow is effective for funding operations effectively, especially in fulfilling short-term obligations and requirements (Barnabas and Oloyede, 2024). In such a context, there is a requirement of ongoing credit monitoring of its corporate consumers, franchise partners, automated invoicing, and digital payment methods.   
Adequate cash reserve: In IHG’s operations, it has been ensured that an adequate amount of cash is reserved that enables the firm in dealing with unprecedented situations like fluctuations in demand, economic downturns and geopolitical tension (Puspa and Suyono, 2025). It also supports further investments.
Better negotiation with suppliers: Mutually beneficial payment terms must be a priority at IHG’s operations. Longer-term cash retention without damaging the relationship with suppliers is effective for the firms in funding their short-term obligations. Overall liquidity improvements decrease disruption in business.   
Working capital indicators regular monitoring: In early times, potential liquidity risk can be measured by monitoring the value of the current ratio, cash conversion cycle and cash ratio (Sormin and Yolanda, 2023). Proactive action can be taken in a short time with real-time observation of issues.
Successful implementations of the proposed recommendations can strengthen the liquidity level of IHG and help it in strengthening its financial resilience and competitive position.        
[bookmark: _Toc235033229]2.3 Comparing short-term vs long-term financing options
Short-term bank loans and credit facilities can be effective for IHG for maintaining temporary cash flow and running its operations. Despite this, short-term financing enables in continuing day-to-day operations, but it brings challenges like higher interest rate risk and refinancing requirements, which must be effectively considered by the management (Gunawan et al., 2024). In contrast, financial stability can be mainating with long-term financing resources like corporate bonds and loans for extended periods. It matches with long-term investment and funding sources. However, the long-term debt commitment requirement increases. As the liquidity position of the firm is weak, it is recommended to give priority to long-term financing.      

[bookmark: _Toc235033230]3. Strategic Financial Restructuring Plan
[bookmark: _Toc235033231]3.1 Overview
Financial restructuring helps to maintain the competitiveness and long-term financial stability across InterContinental Hotels Group (IHG).  Between 2021 and 2025, revenue of IHG rose from US$3005 million to US$5189 million, while operating cash flow rose from US$820 million to US$1361 million. Financial restructuring remains pertinent, despite this growth. The company has confronted the challenges such as liquidity management, global economic uncertainties, debt obligations and profitability fluctuations and these are based on previous financial analysis. However, to enhance shareholder value, help sustainable international growth and strengthen financial resilience, an effective restructuring technique is needed.
[bookmark: _Toc235033232]3.2 Recommended Financial Restructuring Options 
Debt Restructuring
At lower interest rates, IHG should refinance existing debt for extending debt maturities to decrease the cost of finance and develop stability of cash flow. These techniques would help to enhance the interest coverage, strengthen liquidity and give a great financial flexibility. These support to gain the expansion of business and future business. Lower borrowing costs and developed debt management are included as the primary benefits (Okeke et al., 2022). So, for the exposure of the future interest rate fluctuations, transaction cost can be engaged in the refinancing. A sustainable and an appropriate strategy of finance is represented for the global operations and long-term growth objectives within IHG. 
Asset Divestiture
IHG has to consider the hotel's underperforming disposing and the non-core asset to develop its liquidity and to strengthen the financial position. Based on the high-performing market and brand, this strategy would help to operate the additional cash, and decrease the operating and maintaining cost (Waditwar et al., 2024). The main advantage of this strategy is it develops operational efficiency, provides a stronger balance sheet and embraces the cash flow. If the valuable assets are sold, asset divestiture can engage one-off disposal costs and decrease the potentiality of future revenue. 
Equity Injection
To strengthen the future expansion project of finance and its balance sheet, IHG may consider an equity injection by showing new shares for raising additional capital. Equity which is increased would decrease the debt resilience and help to do strategic investments for the new market through digital innovation. The key benefits are included in greater flexibility in investment, developed borrowing capacity and enhanced stability in finance (Nwani et al., 2023). However, the issues of new sharing can affect the potential confidence of an investor through ownership and earnings per share among existing shareholders. 
Strategic Partnerships or Merger Opportunities
IHG should form strategic partnerships, joint ventures or selective acquisitions to make investments in high-growth international markets and share costs and operational expertise. When regional partners collaborate, brands can enter a market more easily, enjoy greater visibility, and gain new revenue streams. The financial benefits have come from the economies of scale, market share, and profitability which are developed (Almestarihi et al., 2024). The operational risks, cultural clashes, and integration challenges can be increased by Mergers and partnerships. So, sound governance and strategic planning are needed to avoid this and to get effective long-term value creation.
[bookmark: _Toc235033233]3.3 Impact on Shareholder Value, Debt Structure and Operational Flexibility 
Shareholder Value
The restructuring strategies will improve profitability and reduce financing costs, to enhance the shareholder value which can lead to a higher EPS and ROE. By the development of cash flows, sustainable dividend payments would be supported to achieve long-term value (Arhinful et al., 2025). The confidence of an investor will be helped by a stronger financial position and a clear growth strategy.
Debt Structure
Debt restructuring and equity injection will strengthen the debt structure of IHG by lowering the debt to equity ratio and enhancing the interest coverage ratio. Less financial leverage will decrease financial risk, increase creditworthiness and enable the company to obtain financing on more favourable terms (Li, 2024). As a result, greater borrowing capacity would allow us flexibility to assist future investments and business expansion.
Operational Flexibility
Financial restructuring could develop the operational flexibility for the expansion of sustainable initiatives, technology internationally through strengthening the investment capacity and enhancing the availability of cash (Moridu and Abidin, 2023). To respond to economic downturns and changing market conditions more effectively, IHG would enhance liquidity. By enabling it to pursue strategic growth opportunities within the company, a strong position in finance could develop its business resilience and also support the balance of long-term competitiveness and operational efficiency. 
[bookmark: _Toc235033234]3.4 International and Ethical Considerations
Being a global hospitality company operating in various parts of the world, IHG must take into account international financial and ethical factors when planning their restructuring strategy. Across different markets, the policies such as international taxation and corporate taxes could drive profit generation and investment choices. Due to changes in foreign exchange rates, the company faces currency risk which is affecting revenue, operating costs, and debt repayments. When inflation is persistent it leads to higher costs of labour, energy, and procurement. Subsequently, it reduces operating margin as well as cash flows. Implementing effective tax planning, hedging currencies and inflation can help IHG manage these risks. For ethical purposes, financial restructuring must conform with corporate governance and achieve the objective of environmental, social and governance (ESG) (Agbakwuru et al., 2024). By doing business responsibly, reducing carbon emissions, increasing diversity and inclusion, and ensuring transparent financial reporting, a company can increase stakeholder confidence while enhancing corporate reputation and supporting the company’s global competitiveness and long-term sustainable growth.
[bookmark: _Toc235033235]4. Investment Appraisal and Capital Budgeting 
[bookmark: _Toc235033236]4.1 Proposed Investment Projects
Project A
At the initial time, in Project A, there is a requirement of £50 million investment, and over the five-year time period, it generates irregular cash inflows. This investment presents a payback period (PBP) of 4.8 years. It has been noted that throughout the project lifecycle there will be delays in the recovery of initial investment. From the management’s assessment, it has been seen that the Accounting Rate of Return (ARR) is 21.6%. A moderate level of accounting profitability is reflected through this value. Despite the steady source of earnings, there is a potential limitation in achieving significant business growth (Focacci, 2022). While Net Present Value (NPV) is –£6.54 million. It means the current value of expected future cash inflows fails to recover the initial investment and the needed 8% cost of capital. 
Profitability Index (PI) of 0.87, which is less than the industry benchmark of 1.0 or above. This lower value means it cannot generate stronger shareholder value. Internal Rate of Return (IRR) of 3%, which also remains low in comparison to the required rate of return. Overall, a comprehensive assessment of Project A indicates that despite the ability of the generation of positive accounting profits, it fails to create shareholder value due to inadequate discounted returns.              
Project B
An initial investment of £50 million is also needed for Project B. However, from this project, equal annual cash inflows can be generated over a five-year time period with a value of £11 million. The payback period of Project B is 5 years, though it generates stable annual cash inflows. ARR for this project is 22%, which indicates there is a slight improvement compared to Project A. NPV of this project is also negative with a value of –£6.08 million. The project’s return is not enough for proposing enough justification for the investment (Sneps-Sneppe, 2023). Its PI value remains below the industry benchmark with a value of 0.88. The required IRR return of 8% cannot be also matches at its value is at 3%. The same amount of cash inflows throughout the year helps in the accurate prediction of future income. With accurate prediction, it is effective for making robust planning on how to finance fulfilling project requirements. Despite such strengths, it fails in the maximisation of shareholder value. Thus, its financial attractiveness is also low, which decreases its overall financial performance.                 
Project C
Similar to Project A and Project B, the required initial investment for Project C is £50 million. Financial evaluation reflected that there is an increase in cash inflows from the middle years of the project. Compared to other projects, it has presented the shortest payback period of 3.6 years. The quickest capital recovery is beneficial for the improvement in liquidity level. Higher profitability from the project is indicated by a high ARR value of 26%. Other projects have showcased negative NPV values. In contrast, this project shows a positive NPV value of £0.86 million. This means, besides a higher level of profitability generation, Project C can also create stronger shareholder value. There is a PI value of 1.02 that is greater than the conventional industry benchmark. 
The financial viability of this project is reflected through this value. Efficient use of the firm’s financial resources and better investment decisions are effective in strengthening financial resilience and maximising the value of shareholders (Wu et al., 2023). Moreover, the IRR is 9%, which is greater than the expected value of 8%. All these financial measures indicate that Project C is attractive for investment and strengthening overall financial performance.         
[bookmark: _Toc235033237]4.2 Recommendation for the project
The strongest financial performance of Project C is seen in comparison to Project A and Project B from the investment appraisal outcomes. Due to strong financial performance, Project C is recommended to IHG. Initial investment recovery in this project is quick, and there is improved cash availability with the shortest payback period of 3.6 years. ARR value is high, which means the firm is capable in the consistent level of achievement of increased profitability. IHG’s earnings increase with a higher level of profitability, and there is a higher likelihood of strengthening shareholder value. Additional financial resources are significant in strengthening financial resilience as well as maintaining a competitive positioning. Viability for investment is also reflected with a PI value of 1.02 and an IRR value of 9%. It generally reflects a higher level of attractiveness with strong capital efficiency and profitability that supports future sustainable operational growth.    
Justification of recommendation 
Financial performance and long-term strategy objectives of IHG are consistent with the financial outputs of Project C, which strengthens its relevance level. Over a time period of 2021-2025 there has been a reflection of a higher level of profitability, operational efficiency and cash generation ability of the IHG firm. These values present better financial operation at its operations. Stable cash generation in business is supported when a firm operates under an asset-light business model (Pantulu, 2025). IHG, with this business model, is constantly generating revenue through management and franchise fees. However, its current ratio level remains below 1.0 over the time period. Quick recovery investment is also reflected in the short payback ratio. Other financial indicators also present the viability of investment in Project C and strengthen financial resilience in IHG’s operation and maintain market relevance in a competitive and highly dynamic hospitality sector.     
Within the global hospitality industry, there is the presence of IHG. Thus, considering the view of non-financial concepts, it has been noted that there is a requirement to consider external factors like currency fluctuations, geopolitical tension, economic uncertainty, and demand changes in travel due to unprecedented situations like the COVID-19 pandemic (Desalegn et al., 2022). The rationale behind such considerations are as those factors pose a negative impact on operations. IHG’s presence in more than 100 countries increases its exposure to varied external situations. Management at IHG, considering internal and external factors, needs to make robust plans for supporting better financial performance and financial growth in the long term. Despite challenges at operation extensive global hotel portfolio, strong loyalty programs enable it to address such issues. It helps in the consistent engagement and retention of consumers and ensures stable revenue growth. For further sustainable growth in business, Project C’s position is better. It is effective for dealing with future uncertainties and maintaining a resilient position.          
[bookmark: _Toc235033238]4.3 Capital Rationing Recommendation
Capital rationing is the process where there is a limitation on capital expenditure that forces the selection of the most financially viable project that supports further growth in the project. Invest budget at IHG is £100 million. This means only investment in two projects can be done, as each project requires investment of £50 million. From the investment appraisal results, the choice is only project B and project C. Despite the negative value of NPV, project B represents a better performance when compared with Project A. B’s ARR value is 22% and PI value of 0.88. On the other hand, the first priority needs to be given to Project C as its NPV value is positive at £0.86 million, ARR value of 26%, PI value of 1.02 and IRR value of 9%. When there is a combination of B and C project investment, there is better financial performance compared to considering the combination of A and C projects. Key benefits for the selection of this project are the effective utilisation of the £100 million investment. It helps in making a well-balanced balance of profitability and stability in the cash inflows. A profitable return with increased shareholder value is ensured from Project C, while there is stability in operation and annual cash flow is ensured from Project B.  Overall, IHG become able to sustain long-term financial performance.
[bookmark: _Toc235033239]5. Critical Reflection on AI Usage
[bookmark: _Toc235033240]5.1 Tool Disclosure
In this report, ChatGPT is used as an AI tool for getting the ideas and in the preparation process. It is not used for independent analysis as a substitute. This tool is mainly used to get the structure of the report initially, explain the concepts of financial management, develop the academic writing and enhance the clarity within the organisational content. This tool also helps to summarize the data from the financial discussion and information from the academic literature. The financial and company-specific information was taken directly from InterContinental Hotels Group (IHG) annual reports and other relevant academic sources. As per the University’s AI Use Acknowledgement requirements, all use of AI has been disclosed, and developing all key evaluations and recommendations are responsible for verifying information, interpreting financial results.
[bookmark: _Toc235033241]5.2 Critical Evaluation of AI Output
An accurate AI generated financial interpretation has been verified by manual calculations and the systematic review of the reliable sources. In the annual reports, audited financial statements, and relevant academic literature of IHG, the financial figures were crosschecked through AI for accuracy and consistency. The required ratio analysis and investment appraisal calculations (Payback Period, ARR, NPV, PI, IRR) had all been recalculated independently on Microsoft Excel to verify the output from the AI. Throughout this process, a number of logical mistakes and potential ‘hallucinations’ were spotted and rectified. These included incorrect financial assumptions, flawed interpretations of ratios, calculation errors and so on, which were corrected by referring to the original company disclosures and standard financial management formulas. The purpose of this verification was to confirm that the report was not merely generated by AI, but based on proper facts and figures for the right analysis.
[bookmark: _Toc235033242]5.3 Contribution Analysis
Artificial Intelligence made major contributions towards structuring and presentation of the report by helping in construction of the report's framework, improving academic writing, and explaining financial management analytical concepts and methods.
The preliminary drafting of content and the polishing of the language also was supported to make it coherent and readable. Nonetheless, the author conducted the critical analysis, interpretation of the financial performance of InterContinental Hotels Group (IHG), the ratio analysis, the investment appraisal, and the strategic financial recommendations independent of each other. All financial computations were performed and verified into Microsoft Excel. The conclusion was drawn from the IHG annual and supporting publications. In analysing the financial performance, evaluating the alternatives. The final synthesis of the different papers expresses the judgement of the author in terms of assessing the financial performance of the selected hotel, choosing an appropriate restructuring strategy, analysing the investment alternatives, and relating theoretical concepts to practical business decision making in the hospitality industry.
[bookmark: _Toc235033243]5.4 Ethical & Professional Reflection
AI adoption in financial professions has many advantages, but the ethical and professional issues shouldn’t be overlooked. An organization or financial professional must disclose the use of AI in the support of any analysis or decision (Owolabi et al., 2024). AI-assisted contributions are acknowledged in this report, and all interpretations and financial recommendations remain that of the author. When dealing with sensitive financial data, data privacy is an important consideration to use AI only in compliance with relevant data protection regulations and organisational policies for protecting the sensitive corporate data. 
Sometimes, AI can provide incorrect, outdated and unfounded data (Hamdy et al., 2025). So, the excessive dependency on AI can reduce our ability of professional judgement. AI can be used as a supportive tool. Ethical, transparent and accountable financial decision-making will be ensured the independent judgement by employing professional scepticism
[bookmark: _Toc235033244]Conclusion
In conclusion, IHG achieved strong revenue growth, cash flow, profitability, and operational efficiency between 2021 and 2025. The asset-light business model supports financial analysis. The key concerns are remaining in Weak liquidity and a negative equity position. To gain sustainable shareholder value and strengthen long-term financial resilience, debt restructuring, asset optimisation, and prudent investment selection can be recommended.
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	2021
	2022
	2023
	2024
	2025

	3,005
	3,892
	4,624
	4,923
	5,189

	1,520
	1,975
	2,350
	2,515
	2,650

	534
	828
	1,066
	1,041
	1,198

	610
	905
	1,133
	1,106
	1,265

	505
	730
	1,010
	897
	1,074

	417
	540
	750
	628
	759

	820
	1,010
	1,219
	1,149
	1,361

	921
	1050
	1278
	991
	1129

	610
	690
	735
	785
	833

	32
	36
	40
	43
	46

	1,610
	1,760
	1,825
	1,869
	2,049

	170
	160
	150
	146
	148

	180
	190
	200
	205
	211

	925
	965
	1,000
	1,042
	1,155

	1320
	1460
	1560
	1691
	1782

	2,595
	2,775
	2,910
	2,879
	3,296

	4,205
	4,535
	4,735
	4,748
	5,345

	1,720
	1,840
	1,895
	1,928
	2,100

	-1,930
	-2080
	-2220
	-2,312
	-2,741

	175
	170
	168
	161
	154

	2.38
	3.18
	4.438
	3.896
	4.909

	275
	129
	339
	-269
	94



	A. Profitability Ratios
	Formula
	2021
	2022
	2023
	2024
	2025

	Gross Profit Margin
	Gross Profit / Revenue
	0.51
	0.51
	0.51
	0.51
	0.51

	Operating Margin
	EBIT / Revenue
	0.18
	0.21
	0.23
	0.21
	0.23

	EBITDA Margin
	EBITDA / Revenue
	0.20
	0.23
	0.25
	0.22
	0.24

	Pre-Tax Profit Margin
	Pre-Tax Income / Revenue
	0.17
	0.19
	0.22
	0.18
	0.21

	Net Profit Margin
	Net Income / Revenue
	0.14
	0.14
	0.16
	0.13
	0.15

	Return on Assets (ROA)
	Net Income / Total Assets
	0.16
	0.19
	0.26
	0.22
	0.23

	Return on Equity (ROE)
	Net Income / Shareholders' Equity
	0.24
	0.29
	0.40
	0.33
	0.36



	B. Liquidity Ratios
	Formula
	2021
	2022
	2023
	2024
	2025

	Current Ratio
	Current Assets / Current Liabilities
	0.008
	0.008
	0.008
	0.009
	0.009

	Cash Ratio
	Cash / Current Liabilities
	0.195
	0.223
	0.257
	0.242
	0.255

	Working Capital Ratio
	(Current Assets - Current Liabilities) / Current Liabilities
	-0.992
	-0.992
	-0.992
	-0.991
	-0.991

	
	
	
	
	
	
	

	C. Efficiency Ratios
	Formula
	2021
	2022
	2023
	2024
	2025

	Total Asset Turnover
	Revenue / Total Assets
	1.16
	1.40
	1.59
	1.71
	1.57

	Receivable Turnover
	Revenue / Receivables
	3.26
	3.71
	3.62
	4.97
	4.60

	Receivable Days
	(Receivables / Revenue) *365
	111.87
	98.47
	100.88
	73.47
	79.42

	Fixed Asset Turnover
	Revenue / PP&E
	1.87
	2.21
	2.53
	2.63
	2.53

	
	
	
	
	
	
	

	D. Gearing Ratios
	Formula
	2021
	2022
	2023
	2024
	2025

	Equity Ratio
	Equity / Total Assets
	0.66
	0.66
	0.65
	0.67
	0.64

	Financial Leverage
	Total Assets / Equity
	1.51
	1.51
	1.54
	1.49
	1.57

	Long-Term Assets to Total Assets
	Long-Term Assets / Total Assets
	0.51
	0.53
	0.54
	0.59
	0.54



	E. Investment Ratios
	Formula
	2021
	2022
	2023
	2024
	2025

	Earnings per Share (EPS)
	Net Income / Shares Outstanding
	-0.22
	-0.26
	-0.34
	-0.27
	-0.28

	
	
	
	
	
	
	

	F. Cash Flow Ratios
	Formula
	2021
	2022
	2023
	2024
	2025

	Operating Cash Flow Margin
	CFO / Revenue
	0.27
	0.26
	0.26
	0.23
	0.26

	Operating Cash Flow to Assets
	CFO / Total Assets
	0.32
	0.36
	0.42
	0.40
	0.41

	Cash Flow to Current Liabilities
	CFO / Current Liabilities
	0.20
	0.22
	0.26
	0.24
	0.25

	Net Cash Flow Ratio
	Net Cash Flow / Revenue
	0.00
	0.00
	0.00
	0.00
	0.00
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Project A
	Year
	Net Cash Flow (£m)
	Discount Factor (8%)
	Present Value (£m)
	Cumulative Cash Flow (£m)

	0
	-50
	1
	-50
	-50

	1
	10
	0.090909091
	0.909090909
	-40

	2
	12
	0.00591716
	0.071005917
	-28

	3
	14
	0.000296296
	0.004148148
	-14

	4
	10
	6.83013E-05
	0.000683013
	-4

	5
	8
	1.69351E-05
	0.000135481
	4

	Total Present Value
	0.985063469

	Payback Period
	4.8

	Average Annual Profit
	10.8

	ARR
	21.6

	NPV
	($6.54)

	Profitability Index
	0.869118812

	IRR
	3%



Project B
	Year
	Net Cash Flow (£m)
	Discount Factor (8%)
	Present Value (£m)
	Cumulative Cash Flow (£m)

	0
	-50
	1
	-50
	-50

	1
	11
	0.083333333
	0.916666667
	-39

	2
	11
	0.006944444
	0.076388889
	-28

	3
	11
	0.000578704
	0.006365741
	-17

	4
	11
	4.82253E-05
	0.000530478
	-6

	5
	11
	4.01878E-06
	4.42065E-05
	5

	Total Present Value
	0.999995981

	Payback Period
	5

	Average Annual Profit
	11

	ARR
	22

	NPV
	($6.08)

	Profitability Index
	0.878396208

	IRR
	3%



Project C
	Year
	Net Cash Flow (£m)
	Discount Factor (8%)
	Present Value (£m)
	Cumulative Cash Flow (£m)

	0
	-50
	1
	-50
	-50

	1
	5
	0.166666667
	0.833333333
	-45

	2
	10
	0.008264463
	0.082644628
	-35

	3
	20
	0.00010798
	0.002159594
	-15

	4
	25
	2.1883E-06
	5.47075E-05
	10

	5
	5
	0.000128601
	0.000643004
	15

	Total Present Value
	0.918835267

	Payback Period
	4.2

	Average Annual Profit
	13

	ARR
	26

	NPV
	$0.86 

	Profitability Index
	1.017166499

	IRR
	9%
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