[image: ]


Programme Name: - Master of Business Administration
Name and Code of the Module: - Financial Management and LCMB7002
 Name and Title of the Assessment Item: - Assessment: Individual Report – InterContinental Hotels Group
[bookmark: _GoBack]Lecturer’s Name: - Ghulam Mujtaba
Student Name: - Ahmed Rain
Student ID: - 2535781
Word Count: - 4946
Submission Date: - Thursday 13th August 2026 by 2pm

Table of Contents
1. Introduction	5
2. Financial Health Check	6
2.1 Financial statement analysis	6
2.1.1 Income statement	6
2.1.2 Balance sheet	7
2.1.3 Cash flow statement	9
2.2 Ratio Analysis	11
2.2.1 Profitability ratios	11
2.2.2 Liquidity ratios	12
2.2.3 Efficiency ratios	14
2.2.4 Gearing ratios	15
2.2.5 Investment ratios	17
2.2.6 Cash Flow ratios	18
2.3 Trend Analysis	19
2.4 Industry Liquidity Comparison	19
2.5 Strengths and Financial Problems	20
3. Working in Capital Management	20
3.1 Cash Operating Cycle	20
3.2 Working Capital Performance	21
3.3 Liquidity Improvement Strategies	21
3.4 Long Term vs Short-Term Financing	21
4. Strategic Financial Restructuring	22
4.1 Current Financial Issues	22
4.2 Restructuring Options	22
4.3 Shareholder Value Implications	23
4.4 Debt Structure Analysis	24
4.5 Operational Flexibility	25
4.6 ESG and International consideration	25
5. Investment Appraisal and Capital Budgeting	25
5.1 Investment Techniques	25
5.1.1 PBP Analysis	26
5.1.2 ARR Analysis	27
5.1.3 NPV Analysis	29
5.1.4 PI Analysis	30
5.1.5 IRR Analysis	32
5.2 Project Comparison	33
5.3 Capital Rationing	33
5.4 Final Investment Recommendation	34
6. Reflects on using AI critically.	34
6.1 AI Tools Used	34
6.2 AI Outputs Verification	35
6.3 AI vs Individual contribution	35
6.4 Professional and Ethical Reflection	36
7. Conclusion	36
Reference List	37
Appendices	42
Appendix 1: Financial Ratios	42
Appendix 2: Investment Appraisals	45
A2.1 Payback Period (PBP)	45
A2.2 Net Present Value (NPV)	47
A2.3 Accounting Rate of Return (ARR)	50
A2.4 Internal Rate of Return (IRR)	53
A2.5 Profitability Index (PI)	55



[bookmark: _Toc237431903]1. Introduction
InterContinental Hotels Group (IHG) is a global hospitality group with an asset-light business model comprising a mix of franchised and hotel-managed properties. It has recently announced a considerable financial turnaround and profitability but also has liquidity and leverage problems. Examining IHG's operating profit growth from 2021 to 2025, IHG's operating profit has jumped from $494 million to $1.198 billion, representing an approximately 142.0% increase, while IHG's total revenue has contributed to that profit growth from $2.907 billion to $5.189 billion, around 78.5% growth (IHG, 2024). The year-over-year basic EPS were affected by the surplus in profits, which grew to $759 million compared with $265 million a year ago. Meanwhile, its liquidity situation has deteriorated, with the current ratio decreasing from 1.27 in 2021 to 0.98 in 2025 (Fernando, 2025). The financial health of IHG has been evaluated; the position of working capital, restructuring decision and investment decision have been critically examined in this report.
[image: ]
Figure 1:  IHG hotel s group logo
(Source: IHG, 2024)
[bookmark: _mkhwdrxp8nk0][bookmark: _Toc237431904]2. Financial Health Check
[bookmark: _50vaksbxgamc][bookmark: _Toc237431905]2.1 Financial statement analysis
[bookmark: _Toc237431906]2.1.1 Income statement
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Figure 2: Income statement of IHG
(Source: Self-developed)
The IHG earnings report indicates strong financial recovery and growth in 2021-35. The total revenue showed a considerable rise, ranging from $2,907 million in 2021 to $5,189 million in 2025, which is a growth of about 78.5%. Operating profit went up too, increasing from $494 million to $1,198 million to show better operational performance even with the increase in costs. Profit before tax increased from $361 million in 2021 to $1,074 million in 2025 (Ihgplc, 2025). The year 2025 recorded a profit of $759 million, as compared to 2021, which recorded a profit of 265 million. Basic EPS improved remarkably by 145.4 cents to 490.9 cents, showing that the business was more profitable and enhanced shareholder returns.
[bookmark: _Toc237431907]2.1.2 Balance sheet
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Figure 3: Balance sheet statement of IHG
(Source: Self-developed)
The balance sheet of IHG reflects the growth in its asset base and the growing financial commitments between 2021 and 2025. The non-current assets have also marked up to give a total of $3,296 million in the year 2025 as the beginning of increasing total assets beginning at $4,716 million in 2021. The current assets were comparatively unstable, yet attained $2,049 million in 2025, but the cash and cash equivalents were $1,129 million. But total liabilities have gone through the roof as they rose to $8,081 million to be paid in 2025, as compared to $6,190 million in 2021 (Ihgplc, 2025). The current assets were just a little less than current liabilities of $2,100 million, meaning that there was slight pressure on liquidity in the short term. More to the point, the amount of non-current borrowings grew significantly to $3,723 million in 2025 compared to $2,553 million in 2021, which reflects an increased dependence on debt financing. Therefore, net liabilities worsened to $2,736 million compared with the previous $1,474 million (Ihgplc, 2025). In general, IHG has been growing its assets, although with growing leverage, negative equity, and potential liquidity risks.
[bookmark: _Toc237431908]2.1.3 Cash flow statement
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Figure 4: Cash flow statement of IHG
(Source: Self-developed)
The cash flow statement shows that IHG has a high operating cash generation, but high financing outflows in the years 2021 to 2025. The net cash from operating activities significantly rose in 2025, as compared to the year 2021, $898 million and $636 million, respectively, indicating high levels of profitability and successful operation. Investing activities continued to produce cash flows, peaking considerably to $190 million in 2025, as most cash investments in investing activities are attributed to the purchase of brands and investments in intangible assets (Ihgplc, 2025). Funding operations were also poor, with an outflow of -$614 million in 2025, mainly with $897 million in share buybacks and 270 million in dividends, though $990 million was collected through long-term bonds. As a result, there were significant changes in cash movements during the period. However, the position of year-end cash also showed an improvement as it was $921 million in 2022 compared to $1,126 million in 2025, showing a comparatively good generation of cash despite investment and policy dividends.
[bookmark: _hbz9vu6yfw3t][bookmark: _Toc237431909]2.2 Ratio Analysis
[bookmark: _qqsqn1pqohce][bookmark: _Toc237431910]2.2.1 Profitability ratios
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Figure 5: Profitability ratios
(Source: Self-developed)
As per LSE (2026), the profitability ratios of IHG reveal that there has been significant growth in profitability in the five years, though with some changes. ROCE showed growth of 36.92% in 2025 compared to 15.98% in 2021, meaning currently the company has been able to show significantly better ability to generate operating profit through employed capital. ROCE peaked at 40.64% in 2023 before stabilising at approximately 37% in 2024–2025. Similarly, the net profit margin increased from 9.12% in 2021 to 14.63% in 2025, despite declining from 16.22% in 2023 (Fadillah et al. 2024). Overall, the trend indicates that profitability will be stronger, capital utilisation will be at a higher level, and the capacity to convert revenue to shareholder earnings will increase.
[bookmark: _mjlajs1diqyh][bookmark: _Toc237431911]2.2.2 Liquidity ratios
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Figure 6: Liquidity ratios
(Source: Self-developed)
According to Simply Wall St Pty Ltd (2026), the liquidity position of IHG is not as strong as it was in 2021, which is somewhat problematic regarding the capacity to fulfill short-term payments. The current ratio decreased from 1.27 in 2021 to 1.09 in 2022 and subsequently remained below 1.00, reaching 0.98 in 2025. In the same way, the quick ratio decreased during the period, from 1.27 to 0.97. A ratio of less than 1.00 implies that current is a bit more than liquid current assets (Sari et al. 2022). Nevertheless, a significant positive change in 2024-2025 is indicated by the increment from 0.97 to 0.98. In general, IHG needs to pay close attention to working capital and short-term cash needs to alleviate the liquidity strain.
[bookmark: _xb9gxviicwh6][bookmark: _Toc237431912]2.2.3 Efficiency ratios
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Figure 7: Efficiency ratios
(Source: Self-developed)
Efficiency ratios show mixed trends over five years at IHG. Days Inventory Outstanding was very low and dropped to 3 days in 2021 and to a level of about two days beginning in 2022, which means that there is not much capital invested in inventory. Days Sales Outstanding were significantly better in 2025 at 376 days compared to 592 days in 2021, which indicates improved conversion of the reported receivables into cash flows relating to revenue (Arora et al. 2024). Days Payable Outstanding were very different, decreasing to 435 days in 2021 and 35 days in 2023, then growing to 323 days in 2025. In total, inventory management seems to be effective, whereas the atypically high and fluctuating DSO and DPO values are to be treated with caution.
[bookmark: _azn71j3t7ehv][bookmark: _Toc237431913]2.2.4 Gearing ratios
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Figure 8: Gearing ratios
(Source: Self-developed)
IHG has a progressive gearing position, though financial leverage is still high. The debt-to-equity ratio decreased steadily from 4.20 in 2021 to 2.95 in 2025, indicating that it relied less on liabilities compared to equity of the shareholders. Such a decreasing trend points to a more favorable financial risk profile of the company in the long run. Interest coverage also improved to 3.36 in 2021 and 5.93 in 2025, and this showed that it had the ability to pay interest on operating earnings. Nonetheless, the highest coverage was significantly higher, 11.71 times in 2023. On the whole, the leverage decreased, and interest coverage increased, both signs of greater financial stability, but IHG still has substantial liabilities.
[bookmark: _4z6m8r1pwpwx][bookmark: _Toc237431914]2.2.5 Investment ratios
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Figure 9: Investment ratios
(Source: Self-developed)
The investment ratios at IHG show significant growth in shareholder earnings within the period of 5 years. Earnings per share increased from $1.45 in 2021 to $4.90 in 2025, despite temporarily declining from $4.43 in 2023 to $3.89 in 2024. The stock value had risen substantially by 2021, from 67 to 131 in 2025. In the meantime, the P/E ratio fell between 45.90 in 2021 and 26.68 in 2025, though it saw significant changes across the years. The combination of increasing EPS and share price implies enhanced financial performance and shareholder trust (Gharaibeh et al. 2022). The reduced P/E ratio as compared to 2021 is also a sign of a moderated valuation as compared to the current earnings.
[bookmark: _ieh5mcoeq8gn][bookmark: _Toc237431915]2.2.6 Cash Flow ratios
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Figure 10: Cash Flow ratios
(Source: Self-developed)
GuruFocus News (2026) highlighted that IHG cash flow ratios show that the company has been improving its cash generation capabilities against its short-term liabilities moderately. The operating cash flow ratio increased from 0.39 in 2021 to 0.43 in 2025, although it fluctuated between 0.38 and 0.42 during 2022–2024. This is lower than 1.00, indicating unsuitable cash flow is not sufficient to cover all the current liabilities during the period. Cash flow coverage ratio was low at a rate between 0.10 and 0.13 until 2025, when it peaked at 0.11. In general, there has been an improvement in operating cash generation, but IHG has relatively significant liabilities and debt that limit its capacity to cover cash flow.
[bookmark: _whp4mdos37nx][bookmark: _Toc237431916]2.3 Trend Analysis
IHG shows a favorable trend in its financial performance from 2021 to 2025. Revenue has grown to $5,189 million as compared to $2,907 million. The operating profit increased to $1,198 million as compared to $494 million. Profitability enhanced, and the ROCE grew to 36.92%, with net profit margin growing and the margins increasing to 14.63% as compared to 15.98 and 9.12 (Ihgplc, 2025). EPS has also increased significantly to $1.45 to $4.90. On the other hand, liquidity was weak, with the current ratio decreasing to 0.98. However, debt-to-equity also decreased from 4.20 to 2.95, and interest coverage increased from 3.36 to 5.93 in 2025. Overall, IHG is more profitable, exhibits better earnings and financial stability despite liquidity pressures.
[bookmark: _8o60xjp4kom0][bookmark: _Toc237431917]2.4 Industry Liquidity Comparison
The current ratio of 0.98 and quick ratio of 0.97 of IHG show that current assets are slightly lower than current liabilities. On the industry scale, hotel enterprises can be run on fairly low liquidity due to frequent receipts from customers and relatively low inventory costs (Illescas-Manzano et al. 2025). Nevertheless, ratios less than 1.00 are still a pointer of a possible financial strain in the short term. The liquidity position of IHG has continued to deteriorate through 2021, down from 1.27 on both ratios. Consequently, enhanced cash and working-capital controls would enhance its ability to withstand its surprise short-term liabilities.
[bookmark: _37q25wdistu2][bookmark: _Toc237431918]2.5 Strengths and Financial Problems
The main financial strength of IHG is its increasing profitability, rising earnings, and decreasing leverage. By 2025, the ROCE stood at 36.92%, net profit margin of 14.63%, and EPS of $4.90, which is indicative of high shareholder value creation. The debt-to-equity also decreased significantly. Nonetheless, significant obstacles are the liquidity below 1.00, huge liabilities, and quite low coverage by the cash flow. As such, IHG ought to remain profitable but focus on liquidity, debt management, and operating cash generation.
[bookmark: _so40a8a2tes6][bookmark: _Toc237431919]3. Working in Capital Management
[bookmark: _1t0dkcyhc5w7][bookmark: _Toc237431920]3.1 Cash Operating Cycle
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Figure 11: Cash Operating Cycle
(Source: Self-developed)
The cash operating cycle (COC) of IHG indicates significant changes between 2021 and 2025. This cycle predicted the reduction of the cycle down to 160 days in 2021, down to 36 days in 2024, and then 55 days in 2025. The Days Inventory Outstanding were extremely low compared to three days in 2021, with the value of two days in 2022-2025, which means that inventory has a minimal impact on the working capital requirements. DSO and DPO mainly bring these changes (Ihgplc, 2025). The DSO was much better in 2025 compared to 2021 (592 days), indicating improved recovery of the receivables. In the meantime, DPO had a sharp rise from 35 days in 2023 to 323 days in 2025. As a result, the cash operating cycle decreased to 347 days in 2023 and reduced to 55 days in 2025. Though this is a significant improvement, the fact that this increased by 36 days in 2024 implies that this is slightly worse than the previous year.
[bookmark: _7apb6y2b9e01][bookmark: _Toc237431921]3.2 Working Capital Performance
Working capital for IHG is mixed. The current assets grew to $2,049 million in 2025 compared to an increase of $2,066 million in 2021, and the current liabilities increased to $2,100 million compared to an increase of $1,624 million (Ihgplc, 2025). As a result, the current ratio dropped to 0.98, meaning that liquidity pressure in the short term is increased. However, the significant decrease in the cash operating cycle relative to 2021 and 2023 indicates enhanced working capital efficiency. Unnecessary capital commitment is also minimized due to low inventory days. Nevertheless, IHG is still reliant on the efficient collection of its receivables, the management of supplier payments, and operating cash flows.
[bookmark: _m8ex10lfmezv][bookmark: _Toc237431922]3.3 Liquidity Improvement Strategies
IHG might enhance its liquidity by boosting receivables collection and tighter control of short-term obligations. The firm would need to leverage better credit-management practices, motivate customers to pay more quickly, and routinely track outstanding balances to minimize DSO. Cash-flow forecasting might also be utilized to predict times of cash crunch and adequate liquidity reserves (Barnabas and Oloyede, 2024). Moreover, IHG must be able to obtain good supplier payment conditions without undercutting its relationship with suppliers so that IHG can have the cash on hand for a longer period. It would be added protection to maintain a proper cash balance and restrain discretionary spending. Such measures may enhance the current ratio and will decrease reliance on external short-term borrowing.
[bookmark: _1t2jfdq3lpfa][bookmark: _Toc237431923]3.4 Long Term vs Short-Term Financing
IHGA may finance the operation of working capital by long-term and short-term facilities but with varying costs and risks. 
Short-term financing such as bank overdrafts, short-term loans, and supplier credit offers flexibility to the temporary shortages in cash flows and seasonal working capital needs (Nicolas, 2022). This can be quite convenient but poses refinancing and interest-rate risks, especially where the liquidity is less than 1.00. 
Larger financial organizations like permanent working capital or strategic investment need long-term financing like bonds, long-term bank loans, or equity. Nonetheless, it can entail increased funding and extended commitments (Krinichansky, 2025). With IHG's current ratio at 0.98 and its debt-to-equity ratio of 2.95 in 2025, additional borrowing should not be excessive. This would provide short-term financing for temporary requirements and corresponding longer-term financing for permanent working capital requirements.
[bookmark: _j4f9cxfejti5][bookmark: _Toc237431924]4. Strategic Financial Restructuring
[bookmark: _z6zl69qt4qp4][bookmark: _Toc237431925]4.1 Current Financial Issues
IHG is starting 2026 in a great place of profitability, although there are several financial problems the company needs to solve. Ratio analysis indicates that the current ratio in 2025 is 0.98, implying that current liabilities are slightly more than the current assets. More to the point, LTP, net debt can be viewed as increasing in number because, as it was in 2024, with $2.782 billion, they have gone up to $3.333 billion in 2025, indicating that the number drew the most significant attention in the annual report in 2025 (Ihgplc, 2025). Despite an operating profit of $1.198 billion and a basic EPS of 490.9 cents, it is still worthwhile retaining an adequate state of liquidity as it is used to finance growth and to pay off its shareholders. Hence, IHG must balance its growth together with its liquidity, debt service, capital returns, and not concentrate only on profitability.
[bookmark: _bfq6wiwsvk1v][bookmark: _Toc237431926]4.2 Restructuring Options
Some of the ways IHG may reorganize its finances include debt refinancing, enhanced cash retention, cost efficiencies, and discipline in issuing capital. In December 2025, the company replaced its previous $1.35 billion syndicated revolving credit facility with a new smaller $1.5 billion facility, which matures in 2030 (Ihgplc, 2025). There were no accounts payable at the end of the year, which provided extra liquidity. Leveraging IHG might also focus on repayment or refinancing costly borrowings and having adequate funds to do strategic expansion.
[bookmark: _505zib33f1pf][bookmark: _Toc237431927]4.3 Shareholder Value Implications
A financial restructuring must safeguard shareholder value through balancing both distribution and investment and financial resilience. IHG awarded over 1b to shareholders in 2025 in the form of dividends and its $900 million share buyback programme. In 2026, another $950 million buyback was granted (Ihgplc, 2025). Share repurchases may also boost EPS since they lower the number of shares on issue. Augmented dividends are direct returns to shareholders. Nevertheless, overdistributions and rising net debt may decrease the flexibility of financial resources (Arhinful et al. 2025). Thus, shareholders should not have surpluses since they shouldn’t cause a mismatch between sustainable free cash flow and investment needs and a suitable level of capital structure.
[bookmark: _pk6tkk2a4afk][bookmark: _Toc237431928]4.4 Debt Structure Analysis
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Figure 12: Debt Structure Analysis
(Source: Ihgplc, 2025)
The debt structure of IHG should be well managed as net debt grew from $2,782 million in 2024 to $3,333 million in 2025. There was an issue of long-term bonds of $990 million, of which the corresponding $403 million of long-term bonds had earlier been repaid in the year (Ihgplc, 2025). However, the interest coverage ratio of 5.93 for the company in 2025 indicates that the operating earnings can represent adequate interest coverage ability. The new revolving credit facility will also have a liquidity buffer till 2030. Jack Du (2021) emphasized that strategy to restructure must thus be aimed at distributing debt maturities, managing cost of borrowing, and not depending on enjoying overdraft exposure of short-term refinancing and gradually solidifying the balance sheet.
[bookmark: _i9qvai6arj1l][bookmark: _Toc237431929]4.5 Operational Flexibility
The business model is predominantly based on franchise and fees, with substantial flexibility in the operations of the company, which is asset-light, i.e., owned by only a few of the hotel properties. This gives IHG great flexibility in terms of expansion (Vule Mizdrakovic et al. 2025). According to the annual report, this model is extremely cash generative and able to sustain reinvestment, efficiency, competitiveness and shareholder returns (Ihgplc, 2025). IHG has a global presence and portfolio growth that reinforces this flexibility. The company opened a record 443 hotels and signed another 694 properties in 2025. Such an asset-light strategy can also constrain the intensity of capital and assist IHG in changing the intensity of investment in times of economic uncertainty.
[bookmark: _vgc0ri6i869x][bookmark: _Toc237431930]4.6 ESG and International consideration
According to Santa (2026), ESG needs and IHG's international exposure should be part of any restructuring plan. Regulations connected with climate, carbon prices, actual physical climate risks, and disparate regulatory necessities across markets may impact costs, investment necessities, and future growth. IHG thus adopts risk assessment, energy-cutting activities, and its Journey to Tomorrow programme to handle the sustainability problems (News, 2024). The global functions also subject the group to geopolitical unpredictability and supply-chain interruption, necessitating responsive procurement and financial strategies (Moradlou et al. 2025). As a result, restructuring must maintain adequate liquidity and financial flexibility to adapt to ESG investment needs and evolving global operating environments.
[bookmark: _hln994gl9mm][bookmark: _Toc237431931]5. Investment Appraisal and Capital Budgeting 
[bookmark: _5e84o3kfwqmn][bookmark: _Toc237431932]5.1 Investment Techniques
The investment appraisal allows the IHG to evaluate the economic viability of the capital projects it wants to pursue before making significant investments. There are five methods that are used: Payback Period (PBP), Accounting rate of return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal rate of Return (IRR). PBP measures the speed of recovery of the initial investment, and ARR accounts for profitability (Ridwan et al. 2025). NPV considers the time value of money by discounting the future cash flows at 8%. PI shows discounted benefits in reference to the original investment, whereas IRR shows which discount rate to use to get the NPV to zero. Committing to multiple methods gives a more all-encompassing view of investment.
[bookmark: _rircp762ul80][bookmark: _Toc237431933]5.1.1 PBP Analysis 
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Figure 13: PBP
(Source: Self-developed)
According to the payback analysis, Project C can be said to recover the initial investment of £50 million in the shortest period of time. Project A is paybacked in 4.50 years, and Project B takes about 4.55 years. Compared to that, Project C breaks even in 3.60 years since there are large inflows of cash of £20 million and £25 million in years three and four, respectively. As such, Project C is better by payback period since it will decrease the timeframe of exposing the capital to the risk of investment. However, PBP disregards the time value of money and all the cash flows that will arise beyond the payback point.
[bookmark: _rkg80evyn42g][bookmark: _Toc237431934]5.1.2 ARR Analysis
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Figure 14: ARR
(Source: Self-developed)
Project C is also favored by the ARR results as it produces total accounting profit of 4 million pounds and average annual profit of £0.8 million, giving an ARR of 1.60%. Project B brings about total profits of £5 million and average annual £1 million, and its ARR is 2.00%. Project C is doing significantly better as the total profit and annual profit it generates are respectively £15 million and £3 million, and lead to an ARR of 6.00%. Therefore, Project C will have the highest accounting payback of initial investment. However, ARR is not applicable in itself as it is based on accounting profit and fails to appreciate the timing of cash flows.
[bookmark: _wpa2wfjr75jx][bookmark: _Toc237431935]5.1.3 NPV Analysis
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Figure 15: NPV
(Source: Self-developed)
Compared to the other two approaches, NPV is a better tool to base investment choices on since it includes the time value of money and quantifies the anticipated growth of shareholder wealth. Project A yields an NPV of -£6.54 million at an 8% discount rate compared to Project B, which has -£6.08 million. Neither of them should therefore, in general, be accepted since their discounted cash inflows cannot recoup the 50 million investments. On the other hand, Project C yields a positive NPV of £0.86 million. The value creation is not very high; however, it shows that Project C yields better return than the 8% required rate of return that IHG assumed. Thus, Project C is strongly supported by NPV.
[bookmark: _rdq3sc2quhjw][bookmark: _Toc237431936]5.1.4 PI Analysis
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Figure 16: PI
(Source: Self-developed)
The NPV analysis result is validated in the profitability index. Project A has a PI of 0.87, indicating that every pound that is invested yields only around 0.87 of discounted cash benefits. Likewise, Project B generates a PI of 0.88. Both values are under 1.00, indicating that the two projects involve neither enough discounted benefits to cover investment cost (Vasiliev et al. 2022). Project C has a PI of 1.02, which is equal to about 1.02 of present value being generated in every £1 invested. Thus, the only financially acceptable project, which should be considered based on the profitability index criterion, and which would be quite attractive under the limited investment capital conditions in particular, is Project C.
[bookmark: _six33getyfba][bookmark: _Toc237431937]5.1.5 IRR Analysis
[image: ]
Figure 17: IRR
(Source: Self-developed)
The IRR results are an additional strength of Project C, as Project A and Project B yield the IRRs of 2.72% and 3.26%, respectively. Both rates are well below 8, which is the minimum required turnover, and would thus mean that these projects would not get IHG the desired turnover as per its investment demands. Project C yields an IRR of 8.59%, which is a few notches above the assumed discount rate of 8%. Project C is, therefore, acceptable by the IRR decision rule. This IRR value corresponds to positive NPV and PI values above 1.00. However, the fact that the margin is not very much above 8 indicates that the sensitivity to adverse changes in the cash flow must be addressed.
[bookmark: _qe5zwafhtdf5][bookmark: _Toc237431938]5.2 Project Comparison
All five appraisal techniques give similar ranking of the three projects to a great extent. Project C has the lowest payback period of 3.60 years, the highest ARR of 6.00%, only a positive NPV of £0.86 million, the highest PI of 1.02, and the highest IRR of 8.59%. Project B ranks second on ARR, NPV, PI, and IRR, yet Project A has a slightly lower payback period. Neither A nor B meets the most significant discounted cash-flow tests since both of them have negative NPVs, their PI is less than 1.00, and their IRR is less than the necessary rate of 8%. Project C thus prevails on the financial front. However, Project C cash flows are centered around years three and four, which makes it more reliant on the successful performance within these years. Thus, before final approval, operational and market risks must still be taken into account.
[bookmark: _v4elwnaopc5n][bookmark: _Toc237431939]5.3 Capital Rationing
By having an equivalent of £100 million, IHG can in theory fund any two of the two 50 million projects. Nevertheless, capital rationing must also maximise shareholder value as opposed to merely making sure that the whole budget is consumed (Awodire et al. 2023).
	Investment Option
	Investment
	Combined NPV
	Decision

	A + B
	£100m
	–£12.62m
	Reject

	A + C
	£100m
	–£5.68m
	Reject

	B + C
	£100m
	–£5.22m
	Reject

	C only
	£50m
	£0.86m
	Accept


Table 1: Capital Rationing
(Source: Self-developed)
Thus, IHG must consider only investing a total of £50 million in Project C and use the rest of the funds on other positive NPV projects. The choice of an alternative project just to spend the £100 million would ruin shareholder value.
[bookmark: _3vznhuosc286][bookmark: _Toc237431940]5.4 Final Investment Recommendation
It is recommended to use project C. It works well in all appraisal methods and is not the only project that satisfies the discounted cash-flow acceptance requirements. Its NPV of 0.86 million is a positive indicator of shareholder value creation, PI 1.02 is above the 1.00 minimum requirement, and IRR is 8.59%, which is high compared to the 8% required return. Moreover, its 3.60-year payback limits capital exposure as compared to projects A and B.
This also suits the case of IHG, which is an asset-light, fee-based business structure, highly cash generative, and therefore can be invested in along with the disbursement of returns to its shareholders (Picuno et al. 2025). However, IHG must still be cautious as its net debt went up to $3.333 billion in 2025, and as such, capital allocation discipline is critical. This implies that Project C needs to be undertaken based on sensitivity and risk analysis, whereas Projects A and B should be rejected unless their cash flow expectations are better.
[bookmark: _qw7vcxldvda2][bookmark: _Toc237431941]6. Reflects on using AI critically.
[bookmark: _g5ilcycoysmj][bookmark: _Toc237431942]6.1 AI Tools Used
In my estimation of the financial analysis of IHG, ChatGPT and Grammarly were backup tools during this assessment. I chose to utilize ChatGPT as a research-support tool primarily because of the significance of better familiarizing myself with the underlying concepts of financial matters and verbalizing where I need to learn more or research more (Biswas, 2023). It allowed me to explain notions like profitability, liquidity, efficiency, gearing ratios, working capital management, financial restructuring, and investment appraisal. I personally found it very useful in learning the set of formulas and interpretation of Payback Period, Accounting rate of return, Net Present Value, Profitability index, and the internal rate of return. Nevertheless, I did not rely on ChatGPT instead of my work and decision-making (Hayes, 2024). I used Grammarly when I had completed my work to find out grammatical, spelling, punctuation, and sentence-clarity problems, after which it made my work easier to read, without altering my arguments.
[bookmark: _oc7dt2svmlt9][bookmark: _Toc237431943]6.2 AI Outputs Verification
One of the main insights of this assessment was that information generated by AI cannot be instantly deemed accurate. Thus, I verified information that was recommended by ChatGPT before I used it in my analysis. I also used financial figures from IHG annual reports to make sure that the data I used was valid. Excel was also used to do financial calculations and check them (Oakshott and Kotiadis, 2026). To perform the ratio analysis and investment appraisal, I checked the formulas, inputs, and outputs of PBP, ARR, NPV, PI, and IRR. This practice has informed me that any minute mistakes in the financial information, formula, or assumptions might be used to determine the outcome and arrive at the wrong recommendation. I, therefore, viewed AI as a research tool and not something to be absolutely trusted.
[bookmark: _gdjonwe32lam][bookmark: _Toc237431944]6.3 AI vs Individual contribution
As I progressed with the assessment, I was able to separate AI assistance and my involvement. My personal assignment was the financial statements of the company IHGB, calculating financial statements and ratios, making five-year trends, assessing working capital and reorganizing questions, and comparing the three projects I had to work on. I also had the role of coming up with conclusions and making decisions on the project to be recommended. ChatGPT helped in my research and cognition, but the choice of relevancy and reliability of information was made by me (Nataliya Kosmyna et al. 2025). Grammatically could only be used to proofread my work. By preserving this differentiation, I was able to show my knowledge of the financial management concepts and be aware of the final analysis.
[bookmark: _nij0t56qoyhr][bookmark: _Toc237431945]6.4 Professional and Ethical Reflection
The experience has helped enhance my knowledge concerning responsible artificial intelligence in educational and professional life. AI was effective in several different ways that made my research more productive and facilitated making sense of complex ideas, yet it also showed the need to verify things independently (Khalifa and Albadawy, 2024). In financial management, poor investment, financing, or working-capital decisions may be caused by inaccuracy of information. Thus, professional judgement and accountability cannot be granted fully to AI.
[bookmark: _41dcd4uzu1oh][bookmark: _Toc237431946]7. Conclusion 
Generally, the financial analysis shows that IHG has recorded a good recovery and better financial performance during the period under analysis. The company is progressing in terms of profitability, effective inventory management and better financing cost coverage. Its asset-light business model also supports its cash-generating, operating flexibility, and further international expansion. But liquidity pressure, huge liabilities, and rising net debt and fluctuations in effective working capital management are relevant financial issues. Therefore, IHG ought to enhance cash-flow prediction, improve receivable management, sustain appropriate supplier payment systems, and exercise disciplined attention to additional borrowing. Debt management, investment needs, and shareholder payouts should be adjusted to create long-term financial strength. In terms of capital investment, Project C is the best alternative since it scores best among the techniques of investment appraisal. In general, IHG is financially fit, yet I believe that responsible strategic allocation of capital, management of liquidity, and prudent financing choices will be crucial to sustainable growth and shareholder value.
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[bookmark: _Toc237431949]Appendix 1: Financial Ratios
	 
	InterContinental Hotels Group PLC 

	Input data for Liquidity Ratios:
	2025
	2024
	2023
	2022
	2021

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

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

	Inventories
	5
	4
	5
	4
	4

	Liquidity Ratios:
	2025
	2024
	2023
	2022
	2021

	Current Ratio
	0.98
	0.97
	0.97
	1.09
	1.27

	Current Assets/Current Liabilities
	 
	 
	 
	 
	 

	Quick Ratio (or Acid Test Ratio)
	0.97
	0.97
	0.97
	1.08
	1.27

	(Current Assets-Inventories)/Current Liabilities
	 
	 
	 
	 
	 

	
	
	
	
	
	

	 
	InterContinental Hotels Group PLC 

	Input data for Profitability Ratios:
	2025
	2024
	2023
	2022
	2021

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

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

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

	Net Income
	759
	628
	750
	376
	265

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

	Profitability Ratios:
	2025
	2024
	2023
	2022
	2021

	Return on capital employed (ROCE)
	36.92%
	36.91%
	40.64%
	23.50%
	15.98%

	Operating Income/(Total Assets-Current liabilities)
	 
	 
	 
	 
	 

	Net Profit Margin
	14.63%
	12.76%
	16.22%
	9.66%
	9.12%

	Net Income/Sales
	 
	 
	 
	 
	 

	
	
	
	
	
	

	 
	InterContinental Hotels Group PLC 

	Input data for Efficiency Ratios:
	2025
	2024
	2023
	2022
	2021

	Inventory
	5
	4
	5
	4
	4

	COGS
	764
	745
	742
	648
	486

	Accounts Receivable
	5,345
	4,748
	4,813
	4,216
	4,716

	Accounts Payable
	676
	650
	71
	67
	579

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

	Efficiency Ratio:
	2025
	2024
	2023
	2022
	2021

	Days Inventory Outstanding (DIO)
	2
	2
	2
	2
	3

	(Inventory/COGS)*365
	 
	 
	 
	 
	 

	Days Sales Outstanding (DSO)
	376
	352
	380
	395
	592

	(Accounts Receivable/Sales)*365
	 
	 
	 
	 
	 

	Days Payable Outstanding (DPO)
	323
	318
	35
	38
	435

	(Accounts Payable/COGS)*365
	 
	 
	 
	 
	 

	
	
	
	
	
	

	 
	InterContinental Hotels Group PLC 

	Input data for Gearing Ratios:
	2025
	2024
	2023
	2022
	2021

	Total Liabilities
	8,081
	7,056
	6,759
	5,824
	6,190

	EBIT
	1,198
	1,041
	1,066
	628
	494

	Interest Expenses
	202
	178
	91
	118
	147

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

	Gearing Ratios:
	2025
	2024
	2023
	2022
	2021

	Debt-to-Equity Ratio
	2.95
	3.06
	3.47
	3.62
	4.20

	(Total Liabilities​/Total Shareholders’ Equity)
	 
	 
	 
	 
	 

	Interest coverage ratio
	5.93
	5.85
	11.71
	5.32
	3.36

	(EBIT​/Interest Expenses)
	 
	 
	 
	 
	 

	
	
	
	
	
	

	 
	InterContinental Hotels Group PLC 

	Input data for Investment Ratios:
	2025
	2024
	2023
	2022
	2021

	Earnings Per Share (EPS)
	4.90
	3.89
	4.43
	2.07
	1.45

	Share price
	131
	124
	90
	55
	67

	Investment Ratio:
	2025
	2024
	2023
	2022
	2021

	Earnings Per Share (EPS)
	4.90
	3.89
	4.43
	2.07
	1.45

	Price-to-earnings (P/E) ratio
	26.68
	31.99
	20.33
	26.41
	45.90

	(Share price​/EPS)
	 
	 
	 
	 
	 

	
	
	
	
	
	

	
	
	
	
	
	

	 
	InterContinental Hotels Group PLC 

	Input data for Cash Flow Ratios:
	2025
	2024
	2023
	2022
	2021

	Operating cash flow
	898
	724
	893
	646
	636

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

	Total Debt
	8,081
	7,056
	6,759
	5,824
	6,190

	Cash Flow Ratio:
	2025
	2024
	2023
	2022
	2021

	Operating Cash Flow Ratio
	0.43
	0.38
	0.41
	0.42
	0.39

	Operating cash flow ÷ current liabilities
	 
	 
	 
	 
	 

	Cash Flow Coverage Ratio
	0.11
	0.10
	0.13
	0.11
	0.10

	Operating cash flow ÷ total debt
	 
	 
	 
	 
	 





[bookmark: _Toc237431950]Appendix 2: Investment Appraisals
All figures are in £ million, unless otherwise stated.
[bookmark: _Toc237431951]A2.1 Payback Period (PBP)
The Payback Period measures the length of time required for the initial investment to be recovered from the project's cash inflows.
Formula:
Payback Period = Year before full recovery + (Amount outstanding at beginning of recovery year ÷ Cash inflow during recovery year)
Project A
	Year
	Cash Flow (£m)
	Cumulative Cash Flow (£m)

	0
	-50
	-50

	1
	10
	-40

	2
	12
	-28

	3
	14
	-14

	4
	10
	-4

	5
	8
	4


At the end of Year 4, £4 million of the original investment remains unrecovered. The Year 5 cash inflow is £8 million.
Calculation:
PBP = 4 + (4 ÷ 8)
PBP = 4 + 0.50
Payback Period = 4.50 years
Project B
	Year
	Cash Flow (£m)
	Cumulative Cash Flow (£m)

	0
	-50
	-50

	1
	11
	-39

	2
	11
	-28

	3
	11
	-17

	4
	11
	-6

	5
	11
	5


At the end of Year 4, £6 million remains unrecovered. The Year 5 cash inflow is £11 million.
Calculation:
PBP = 4 + (6 ÷ 11)
PBP = 4 + 0.545
Payback Period = 4.55 years
Project C
	Year
	Cash Flow (£m)
	Cumulative Cash Flow (£m)

	0
	-50
	-50

	1
	5
	-45

	2
	10
	-35

	3
	20
	-15

	4
	25
	10

	5
	5
	15


At the end of Year 3, £15 million remains unrecovered. The Year 4 cash inflow is £25 million.
Calculation:
PBP = 3 + (15 ÷ 25)
PBP = 3 + 0.60
Payback Period = 3.60 years
Therefore, Project C has the shortest payback period.





[bookmark: _Toc237431952]A2.2 Net Present Value (NPV)
NPV determines the present value of future cash inflows after deducting the initial investment.
Formula:
NPV = Σ [Cash Flow ÷ (1 + r)^t] − Initial Investment
Where:
· r = discount rate of 8% or 0.08
· t = year in which the cash flow occurs
The discount factor is calculated as:
Discount Factor = 1 ÷ (1 + 0.08)^t
Discount Factors
Year 1:
DF = 1 ÷ (1.08)^1
= 0.9259
Year 2:
DF = 1 ÷ (1.08)^2
= 0.8573
Year 3:
DF = 1 ÷ (1.08)^3
= 0.7938
Year 4:
DF = 1 ÷ (1.08)^4
= 0.7350
Year 5:
DF = 1 ÷ (1.08)^5
= 0.6806
Project A
	Year
	Cash Flow (£m)
	Discount Factor 8%
	Present Value (£m)

	0
	-50
	1.0000
	-50.000

	1
	10
	0.9259
	9.259

	2
	12
	0.8573
	10.288

	3
	14
	0.7938
	11.113

	4
	10
	0.7350
	7.350

	5
	8
	0.6806
	5.445


Present value of future cash inflows:
= 9.259 + 10.288 + 11.113 + 7.350 + 5.445
= £43.455 million
NPV calculation:
NPV = £43.455m − £50m
NPV = -£6.545 million = -£6.54 million
Project B
	Year
	Cash Flow (£m)
	Discount Factor 8%
	Present Value (£m)

	0
	-50
	1.0000
	-50.000

	1
	11
	0.9259
	10.185

	2
	11
	0.8573
	9.430

	3
	11
	0.7938
	8.732

	4
	11
	0.7350
	8.085

	5
	11
	0.6806
	7.487


Present value of future cash inflows:
= 10.185 + 9.430 + 8.732 + 8.085 + 7.487
= £43.919 million
NPV calculation:
NPV = £43.919m − £50m
NPV = -£6.081 million = -£6.08 million
Project C
	Year
	Cash Flow (£m)
	Discount Factor 8%
	Present Value (£m)

	0
	-50
	1.0000
	-50.000

	1
	5
	0.9259
	4.630

	2
	10
	0.8573
	8.573

	3
	20
	0.7938
	15.877

	4
	25
	0.7350
	18.375

	5
	5
	0.6806
	3.403


Present value of future cash inflows:
= 4.630 + 8.573 + 15.877 + 18.375 + 3.403
= £50.858 million
NPV calculation:
NPV = £50.858m − £50m
NPV = £0.858 million = £0.86 million
Therefore, Project C is the only project producing a positive NPV at the 8% discount rate.


[bookmark: _Toc237431953]A2.3 Accounting Rate of Return (ARR)
ARR measures the average annual accounting profit generated by an investment as a percentage of the initial investment.
Formula:
ARR = (Average Annual Profit ÷ Initial Investment) × 100
The investment is depreciated using the straight-line method to a residual value of zero over five years.
Annual Depreciation Formula:
Annual Depreciation = (Initial Investment − Residual Value) ÷ Useful Life
Calculation:
Annual Depreciation = (£50m − £0m) ÷ 5
Annual Depreciation = £10 million per year
Project A
Total cash inflows:
= £10m + £12m + £14m + £10m + £8m
= £54 million
Total depreciation over five years:
= £10m × 5
= £50 million
Total accounting profit:
= £54m − £50m
= £4 million
Average annual profit:
= £4m ÷ 5
= £0.8 million
ARR calculation:
ARR = (£0.8m ÷ £50m) × 100
ARR = 1.60%
Project B
Total cash inflows:
= £11m + £11m + £11m + £11m + £11m
= £55 million
Total depreciation:
= £10m × 5
= £50 million
Total accounting profit:
= £55m − £50m
= £5 million
Average annual profit:
= £5m ÷ 5
= £1 million
ARR calculation:
ARR = (£1m ÷ £50m) × 100
ARR = 2.00%
Project C
Total cash inflows:
= £5m + £10m + £20m + £25m + £5m
= £65 million
Total depreciation:
= £10m × 5
= £50 million
Total accounting profit:
= £65m − £50m
= £15 million
Average annual profit:
= £15m ÷ 5
= £3 million
ARR calculation:
ARR = (£3m ÷ £50m) × 100
ARR = 6.00%
Therefore, Project C provides the highest ARR.


[bookmark: _Toc237431954]A2.4 Internal Rate of Return (IRR)
The IRR is the discount rate at which the NPV of a project becomes zero.
Formula:
0 = -Initial Investment + Σ [Cash Flow ÷ (1 + IRR)^t]
Alternatively, when interpolation is used:
IRR = Lower Discount Rate + [NPV at Lower Rate ÷ (NPV at Lower Rate − NPV at Higher Rate)] × Difference in Discount Rates
For the present cash flows, the IRR can also be calculated using Excel:
=IRR (Cash Flow Range)
Project A
Cash flows:
-50, 10, 12, 14, 10, 8
The IRR is the value of r that satisfies:
0 = -50 + 10/(1+r)^1 + 12/(1+r)^2 + 14/(1+r)^3 + 10/(1+r)^4 + 8/(1+r)^5
Using the IRR calculation:
IRR = 2.72%
Verification:
At approximately 2.72%, the discounted value of Project A's future cash inflows is approximately equal to its £50 million initial investment, giving an NPV of approximately zero.
Project B
Cash flows:
-50, 11, 11, 11, 11, 11
The IRR solves:
0 = -50 + 11/(1+r)^1 + 11/(1+r)^2 + 11/(1+r)^3 + 11/(1+r)^4 + 11/(1+r)^5
Using the IRR calculation:
IRR = 3.26%
At approximately 3.26%, Project B's NPV becomes approximately zero.
Project C
Cash flows:
-50, 5, 10, 20, 25, 5
The IRR solves:
0 = -50 + 5/(1+r)^1 + 10/(1+r)^2 + 20/(1+r)^3 + 25/(1+r)^4 + 5/(1+r)^5
Using the IRR calculation:
IRR = 8.59%
At approximately 8.59%, Project C's NPV becomes approximately zero.
As the required rate of return is 8%, only Project C has an IRR above the required return.


[bookmark: _Toc237431955]A2.5 Profitability Index (PI)
The Profitability Index measures the present value generated for every £1 invested.
Formula:
PI = Present Value of Future Cash Inflows ÷ Initial Investment
A project is normally acceptable where PI > 1.
Project A
Present value of future cash inflows:
= £43.455 million
Initial investment:
= £50 million
Calculation:
PI = £43.455m ÷ £50m
PI = 0.8691
PI = 0.87
Project B
Present value of future cash inflows:
= £43.919 million
Initial investment:
= £50 million
Calculation:
PI = £43.919m ÷ £50m
PI = 0.8784
PI = 0.88
Project C
Present value of future cash inflows:
= £50.858 million
Initial investment:
= £50 million
Calculation:
PI = £50.858m ÷ £50m
PI = 1.0172
PI = 1.02
Therefore, Project C is the only project with a PI greater than 1.
21
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InterContinental Hotels Group (IHG)

Consolidated Group Income Statement ($m)

Particuiars 2025] 2024] 2023[ 2022] 2021
Revenue from fee business 1897] 1.774] 1,672] 1,434] 1,124
Revenue from owned, leased and managed hotels 544] 515] 471] 304 237
Revenue from insurance acfivities 27 23] 21 5] 9
System Fund and reimbursable revenues 2721] 2611] 2.460] 2,049] 1,517|
Total Revenue: 5,189] 4.923[ 4,624] 3,802] 2907
Cost of sales 764 -745] -742] -648| -486]
System Fund and reimbursable expenses 2.767|-2,694[-2.441]-2,154] 1,528
Administrative expenses -354] -350] -338] -353| -292
Insurance expenses 36 20 23] 1] 8
Share of profitloss) of associates and joint ventures 6] 10] 31| 59 8
Other operating income 14l 10 21| 2o 11
Depreciation and amortisation 67| 65| 67 68| 98
Impairment (loss)freversal on financial assets 21 10 1] 5=

Other net impairment reversals/(charges) 2 - 5[ 4
Operafing Profit 1.198] 1,041] 1,066] 628] 494
Financial income. 49 e3[ 3o 22| 8
Financial expenses 202 -178] 01| -118] -147]
Foreign exchange gains/(losses) 37| 25] 35 |-

Fair value (losses)/gains on contingent purchase consideration |~ |- ] I
Remeasurement of contingent purchase consideration ] I S .

Profit Before Tax 1074 897| 1,010 540 361
Tax -315] -269] -260] -164] -96]
Profitfor the Year 750] _628] 750 376| 265
Atributable to Equity holders of the parent 758] _628] 750 375 266]
Non-controling interest - - 1
Basic EPS (¢) 490.9| 3896 443.8] 207.2| 1454]
Diluted EPS (¢) 4865] 385.3] 4412 206| 144.56)
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InterContinental Hotels Group (IHG)

Consolidated Group Statement of Financial Position (Sm)

Particulars 2025]_2024] 2023] 2022[ 2021
[ASSETS

(Gooduill and other intangible assets 1.165] 1,042] 1.000| 1,144 1.195]
Property. plant and equipment 128 146] 153] 157] 107]
Right-of-use assets 260 276| 273 280 274
investment in associates and joint ventures | 53] 53| 48| 36| 77
Retirement benefit assets 3 sl s o 9
[Other financial assets 211 212[ 185 186 17|
Derivative financial instruments 120 4 20 7] 5|
Deferred compensation pian investments | 316] 286 250 216|256
Non-current other receivables 19 5] 13| 3l 1
Deferred tax assets 146 122[ 34| 26| 47|
[Contract costs 103] oo s 75| 72|
[Contract assets 751 612] 424 336 51|
[Total Non-current Assets 3.296] 2.879| 2.684] 2.538] 2,650
inventories s 4 s a4
[Trade and other receivables 833 785| 740 6d6| 574
[Current tax receivable 27| 22[ 8 16| 1
[Other financial assets 3 7 7[5 9
[Cash and cash equivalents 1.120] 1.008] 1.322 076| 1450
[Contract costs s 5 s 5 5
[Contract assets a7| 38| 38 1] a0
[Total Current Assets 2.049] 1.869| 2.129] 1.678] 2.066|
[Total Assets 5.345| 4.748] 4.813] 4.216] 4.716|
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LIABILITIES

Loans and other borrowings (Current) -a73| -292|
Lease liabiliies (Current) 28 -35|
[Trade and other payables (Current) -676| -579|
Deferred revenue (Current) 62| 17|
Provisions (Current) 21 49|
insurance liabilties (Current) 16| =
[Current tax payable 52| 52|
[Total Current Liabilities -2.100] 1,624
Loans and other borrowings (Non-current) | -3.723) 2,553
Lease liabiliies (Non-current) 378 -384]
Derivative financial instruments 12| 62|
Retirement benefit obligations 69| 92|
Deferred compensation plan liabiliies -316| -256|
[Trade and other payables (Non-current) 69| -89
Deferred revenue (Non-current) 1.340) -996|
Provisions (Non-current) 22| a1
insurance liabilties (Non-current) = =
Deferred tax liabilities 7] 93|
[Tax payable 5] =
[Total Non-current Liabiities 5,981 ~4.566|
[Total Liabilties -6.081 6.190]
Net Liabilties 2736 -1.474]
EQUITY

IHG shareholders’ equity 2741 1481
Non-controlling interest 5 7]
[Total Equity —2.736] —1.474]
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InterContinental Hotels Group (IHG)

Consolidated Group Statement of Cash Flows ($m)

Particulars 2025] 2024] 2023 2022[ 2021
Profi for the year 750 628 750] a76| 265|
|Adjustments reconciling profit to cash flow from operations | 602| 521] 469| 585 583
|Cash flow from operations 1.361[1.149[ 1.219] 061 848
interest paid -202| A70[_119] 126] -134]
Iinterest received a6] 57| 36| 22 g
Deferred purchase consideration paid = | S 13|
[Tax paid -307| -300| 243] 211] 86|
Net Cash from Operating Activities 898 724 803] 646] 636|
[Cash Flow from Investing Activities

Purchase of property. plant and equipment 28] 20 28| 54| 17
Purchase of brands FEP) S S
Purchase of intangible assets 40| a9 54| 5[ 35
investment in associates and joint ventures T ) ) )
investment in other financial assets 3] a2l 60— -5
Deferred purchase consideration paid = ol |- 13|
[Capitalised interest paid S S S
Lease incentives received S S 8]
Disposal of property. plant and equipment = 3l-
Disposal of hotel assets netof costsand cash disposed |- |- |- |- 4]
[Repayments of other financial assets a1 8| 13| 14
Disposal of equity securities S S S
Finance lease receipts 7] I S S
[Other investing cash flows 3 8- - -
Distributions from associates and joint ventures S S S S

Net Cash from Invesfing Activities 190[ oo A37[ 78] 12|

[Cash Flow from Financing Activities
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Repurchase of shares, including transaction costs -807| -804] -790[ -482|—
Purchase of own shares by employee share trusts T N ) ]
Dividends paid to shareholders 270|250 245] 233]—
Dividend paid to non-controliing interest = Bl |-
issue of long-term bonds (including currency swaps) 900|834 eo7- |-
[Repayment of long-term bonds 403|547~ 200~
[Settlement of currency swaps = a5l - |-
Dravwdown of Revolving Credit Facility 2] S S
[Repayment of Revolving Credit Facility 57| S S
Principal element of lease payments 36| 46| 28| 36| -39
(Repayment)/issue of commercial paper S S 82|
Decrease in other borrowings S S S
Proceeds from currency swaps S S S
[Other financing cash flows S S S S
Net Cash from Financing Activities ~614]_8oa| 417] -061] 860
Net Movement in Cash and Cash Equivalents 94| 260[ 330[ -303[ 234
[Cash and cash equivalents at beginning of year 991[1.278| 021[1,301]1.624]
Exchange rate effects o] 18] 18] 7] 9
[Cash and Cash Equivalents at End of Year 1.126] 001 1.278] 021[1.301
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InterContinental Hotels Group PLC

Input data for Profitability Ratios:

2025| 2024| 2023| 2022 2021

Operating Income

1,198| 1,041 1,066 628 494

Total assets 5345| 4748| 4813 4216] 4716
Current liabilities 2100| 1928| 2190| 1544| 1,624
Net Income 759 628 750 376 265
Sales 5189| 4923| 4624 3.892| 2907

Profitability Ratios:

2025| 2024| 2023| 2022 2021

Return on capital employed (ROCE)

36.92%| 36.91%| 40.64%| 23.50% | 15.98%

Operating Income/(Total Assets-Current liabiliies)

Net Profit Margin

1463%|12.76%| 16.22%| 966%| 9.12%

Net Income/Sales
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InterContinental Hotels Group PLC

Input data for Liquidity Ratios: 2025| 2024| 2023| 2022 2021
Current Assets 2049| 1869 2129| 1678| 2,066
Current Liabilities 2100| 1928| 2190| 1544| 1,624
Inventories 5] 4 5] 4 4
Liquidity Ratios: 2025| 2024| 2023| 2022 2021
Current Ratio 098] 097 097 1.09 1.27]
Current Assets/Current Liabiliies

Quick Ratio (or Acid Test Ratio) 097| 097 097 1.08] 1.27]

(Current Assets-Inventories)/Current Liabilities
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InterContinental Hotels Group PLC

Input data for Efficiency Ratios:

2025| 2024| 2023 2022| 2021

Inventory

5| 4] 5| 4] 4]

COGS

764]  745] 742| 648 489

Accounts Receivable

5345| 4748| 4813 4216] 4716

Accounts Payable

676 650 71 67 579

Sales 5189 4,923] 4624 3892 2,907
Efficiency Ratio: 2025] 2024 2023 2022] 2021
Days Inventory Outstanding (DIO) 2 2 2 2 3]
(Inventory/COGS)365

Days Sales Outstanding (DSO)
(Accounts Receivable/Sales)"365

376 352 380 395 592

Days Payable Outstanding (DPO)
(Accounts Payable/COGS)*365

323 318 35 38 435
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InterContinental Hotels Group PLC

Input data for Gearing Ratios:

2025| 2024| 2023| 2022 2021

Total Liabilities 8081| 7056 6,759| 5824 6,190
EBIT 1,198| 1,041 1,066 628 494
Interest Expenses 202 178 91 118 147
Shareholder’s equity 2736| 2308 1946| 1608| 1474
Gearing Ratios: 2025| 2024| 2023| 2022 2021
Debt-to-Equity Ratio 295 3.06 347 362| 420

(Total Liabiltties/Total Shareholders’ Equity)

Interest coverage ratio
(EBIT/Interest Expenses)

593 585 1171 532 336
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InterContinental Hotels Group PLC

Input data for Investment Ratios: 2025| 2024| 2023| 2022 2021
Eamings Per Share (EPS) 490 389| 443| 207 145
Share price 131 124 90 55 67|
Investment Ratio: 2025| 2024) 2023| 2022 2021
Earnings Per Share (EPS) 490 389| 443] 207 145
Price-to-earnings (P/E) ratio 2668 3199 2033| 2641 4590

(Share price/EPS)
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InterContinental Hotels Group PLC

Input data for Cash Flow Ratios:

2025| 2024| 2023| 2022 2021

Operating cash flow

898 724 893 646 636

Current liabilities

2100| 1928| 2190| 1544| 1,624

Total Debt

8081 7056 6,759| 5824 6,190

Cash Flow Ratio:

2025| 2024| 2023| 2022 2021

Operating Cash Flow Ratio
Operating cash flow = current liabilities

043 038 041 042 039

Cash Flow Coverage Ratio
Operating cash flow = total debt

011 0.10 013 011 0.10
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InterContinental Hotels Group PLC

Input data for Efficiency Ratios: 2025] 2024]  2023]  2022] 2021
Days Inventory Outstanding (DIO) 2 2 2 2 3|
Days Sales Outstanding (DSO) 376] 352 380 395 592
Days Payable Outstanding (DPO) 323 318 35 38 435
Cash Operating Cycle 55 36) 347 360 160
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Cosh and cash equivalents 129 7008
Loans and other borrowings - current (@8) (398)
—non-current 3,723) (2876)
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Principal amounts payable on maturity of dervative financialinstruments (note 23) 145 (102)
Netdebt (G333) @)
2005 200
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Net increase/(decrease) in cash and cash equivalents, net of overdrafts 2 (@69
‘Add back financing cash flows in respect of other components of net deb:
Principal slement of ease payments 30 5
Issue of long-term bonds (©90) €4
Repayment of long-term bonds 403 547
Settlement of currency swaps - 5
Drawdown of Revolving Credit Facilty 5) -
Repayment of Revolving Credit Facilty 75 -
(551) (196)
increase in net debt arising from cash flows (a63) (465
Other movements:
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Increase in accrued interest @ ©
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ProjectA

Year |Cash Flow [Cumulative Cash Flow
0 50 50
1 10 40
2 12 28
3| 14) 14
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Payback Period 450
Project B
Year |Cash Flow [Cumulative Cash Flow
0 50 50
1 11 39
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Project C
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Project A

Year Cash Flow (£)
0 50
1 10
2 12
3| 14)
4 10
5| 8
Total Profit 4.00
Average Annual Profit 038
Initial Investment 50
Accounting Rate of Return (ARR) 1.60%
Project B
Year Cash Flow (£)
0 50
1 11
2 11
3| 11
4 11
5| 11
Total Profit 5.00
Average Annual Profit 1
Initial Investment 50
Accounting Rate of Return (ARR) 2.00%
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Project C

Year Cash Flow (£)
0 50
1 5|
2 10
3| 20
4 25
5| 5|
Total Profit 15.00
Average Annual Profit 3|
Initial Investment 50
Accounting Rate of Return (ARR) 6.00%
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ProjectA

Year |Cash Flow [Discount Factor (8%) [Present Value
0 50 1.000 50

1 10 0.926] 9

2 12 0.857] 10

3| 14) 0.794] 11

4 10 0.735] 7

5| 8 0681 5|
Net Present Value 654

Project B

Year |Cash Flow [Discount Factor (8%) [Present Value
0 50 1.000 50

1 11 0.926] 10

2 11 0.857] 9

3| 11 0.794] 9

4 11 0.735] 8

5| 11 0681 7
Net Present Value -6.08]

Project C

Year | Cash Flow [Discount Factor (8%) [Present Value
0 50 1.000 50

1 5| 0.926] 5|

2 10 0.857] 9)

3| 20 0.794] 16)

4 25 0.735] 18

5| 5| 0681 3|

Net Present Value

0.86
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Project A

[Year[Cash Fiow [Discount Factor (8%) [Present Value
1 0| 0.926] 9|
2) 12) 0.857| 0]
3 14 0794] 1
4 0| 0.735| 7]
5 8 0681 5
Total PV 3|
initial investment 50
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Project B
[Year[Cash Flow [Discount Factor (8%) [Present Value
1 1 0.926| 0]
2) 1 0:857| 9|
3 1 0794] 9|
4 1 0.735| 8
5 1 0681 7]
Total PV 4]
initial investment 50
Profitability Index (PI) 0.88]
Project C
[Year[Cash Flow [Discount Factor (8%) [Present Value
1 5 0.926] 5
2) 0] 0.857| 9|
3 20 0794] 1§
4 25| 0735] 1|
5 5 0681 3
Total PV 51
Initial investment 50
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