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Executive Summary
This report presents a financial analysis of Wyndham Hotels & Resorts for the period 2021 to 2025 using the financial statements of the firm and appropriate ratios. The financial statement and ratio analyses have shown that the firm effectively maintained positive revenues, operating cash flows and profitability after the pandemic period through the effective use of its asset-light franchise business model. However, declining liquidity and increasing financial leverage of the firm have highlighted the necessity for financial restructuring. In addition to this, working capital reforms such as efficient receivables collection and capital restructuring have been suggested for Wyndham. Selective divestment and equity financing have also been suggested in this study as strategic financial options to boost the liquidity of the company and support its sustainable development. Implementation of key investment appraisal techniques has shown that Project C has become the preferred investment as it may be able to bring the greatest financial gains and create positive shareholder value. In this regard, the recommendations provided in this study are expected to enhance Wyndham's financial sustainability and operational efficiency, alongside its competitive positioning in the global hospitality industry.
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[bookmark: _Toc237532191]1. Introduction
[bookmark: _Toc236179758][bookmark: _Toc236250004][bookmark: _Toc237532192]1.1 Overview of Wyndham Hotels and Resorts
The selected company for this report is Wyndham Hotels and Resorts, which is a leading firm in the hotel franchising industry. The US-based company has a large operational scale through its asset-light franchising business model. It operates in more than 100 countries with over 8,300 hotels and almost 873,000 current rooms (Wyndham, 2026a). The large operational scale of the firm has enabled it to operate with lower asset requirements while offering positive revenue and profits. In addition to this, the operational efficiency and strategic capabilities of the firm have helped the business recover after the COVID-19 pandemic. 
[bookmark: _Toc236179759][bookmark: _Toc236250005][bookmark: _Toc237532193]1.2 Purpose of the Report
[bookmark: _Toc236179760]This report aims to analyse the firm's financial performance over the last five years, alongside its working capital management, available financial restructuring options and suitable investment opportunities. The financial analysis of the firm using relevant ratios will help to summarise the key trends in performance, strengths and potential threats to the firm. In addition to this, the study will also involve an assessment of the cash operating cycle and develop strategies to improve the firm's liquidity. Apart from this, the study will also include a financial restructuring plan that will address the potential threats related to the existing capital structure. Three investment projects will also be analysed using different investment appraisal methods to select the most suitable investment option for the firm.
[bookmark: _Toc236250006][bookmark: _Toc237532194]2. Financial Health Check
[bookmark: _k6me3s6pqp8x][bookmark: _Toc236179761][bookmark: _Toc236250007][bookmark: _Toc237532195]2.1 Financial Performance Analysis
Wyndham Hotels & Resorts' asset-light franchise business model has been one of the key reasons for its impressive recovery over the past five years from the COVID-19 pandemic. The firm reported revenue of $392 million in the year 2021, which significantly increased to nearly $1.4bn for the year 2025 (Wyndham, 2023; Wyndham, 2026b). The increasing and sustained growth in revenue generation indicates the company's ability to effectively implement its franchise business model and deal with the negative aspects of the hospitality market.
[image: ]
Figure 1: Revenue Trends of Wyndham Hotels and Resorts
(Source: Excel Output)
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Figure 2: Net Profit Trends of Wyndham Hotels and Resorts
(Source: Excel Output)
In terms of profitability, the company has also shown recovery after the pandemic, as it generated $48 million in terms of net income in 2021, which further increased to $355 million in 2022 (Wyndham, 2023). However, the annual report for the period 2025 shows a decrease in net income to $193 million, as the earnings during this period were driven mainly by non-cash impairment and restructuring costs of the firm rather than a decline in operational activities. 
[image: ]
Figure 3: Wyndham at a Glance
(Source: Wyndham, 2026c)
On the other hand, despite strong sales and profit recovery in the last five years, the statement of financial position of the firm has highlighted a notably negative trend in liquidity, alongside a rise in financial leverage. Current assets of the firm declined from $720 million to US$435 million during this period, while current liabilities increased notably from $397 million to $507 million (Wyndham, 2023; Wyndham, 2026b). In the face of these balance sheet challenges, Wyndham's asset-light strategy boosted the company's long-term growth prospects by operating over 8,300 hotels in around 100 countries by the end of 2025. Overall, it can be concluded that the company has good revenue generation and positive earnings in the last five years, but it needs to address the urgent need to improve liquidity management and optimise the capital structure.
[bookmark: _nuwlocooqfr1][bookmark: _Toc236179762][bookmark: _Toc236250008][bookmark: _Toc237532196]2.2 Ratio Analysis
[bookmark: _l1ll9j55uorx][bookmark: _Toc236179763][bookmark: _Toc236250009][bookmark: _Toc237532197]2.2.1 Profitability
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Figure 4: Net Profit Margin Trends (2021-2025)
(Source: Excel Output)
Net profit margin is one of the key indicators of profitability for a business organisation, as it shows a firm's profitability relative to its revenue (Astuti, 2021). Wyndham Hotels' profitability shows mixed results as there is notable variance in the margin in the last five years. The firm's net profit margin in 2022 was the highest at 23.70%, which decreased in subsequent years and reached 13.51% as of 2025 [Refer to Appendix 1]. However, the company has kept the margin over 12% during the last five years, which indicates positive financial performance despite variation. This shows that demand variance and changing consumer preferences in the hospitality sector have caused variation in the firm's performance, but the strategic capabilities of the firm helped it maintain a stable level of profitability over the years. 
[bookmark: _67x9ufwhi5ep][bookmark: _Toc236179764][bookmark: _Toc236250010][bookmark: _Toc237532198]2.2.2 Liquidity
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Figure 5: Current Ratio Trends (2021-2025)
(Source: Excel Output)
The current ratio is a prominent indicator of a firm's liquidity as it shows the ability of a business to meet its short-term liabilities using its current assets (Christia et al. 2021). A current ratio lower than 1 is often considered an adverse liquidity performance for a firm. In this regard, the current ratio of Wyndham Hotels and Resorts for the year 2021 was 1.81, its highest level during the period, and it further decreased to 0.86 as of 2025 [Refer to Appendix 1]. The notable decrease in the current ratio of the firm shows a falling liquidity performance alongside ineffective working capital management. 
[bookmark: _2ajcsxunrx9q][bookmark: _Toc236179765][bookmark: _Toc236250011][bookmark: _Toc237532199]2.2.3 Efficiency
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Figure 6: Asset Turnover Ratio Trends (2021-2025)
(Source: Excel Output)
The asset turnover ratio explains the efficiency of a firm in terms of generating sales using the available assets of the firm (Siregar and Harahap, 2021). The effectiveness of asset allocation and managing resources can be understood using this metric. In this regard, Wyndham maintained an asset turnover ratio of approximately 0.34 between 2022 and 2025 [Refer to Appendix 1]. However, the low asset turnover ratio of 0.09 reflects the adverse impact of the COVID-19 pandemic on the demand for hospitality services, which affected the sales performance of the organisation. Besides that, the moderate asset turnover ratio of the firm in recent years shows consistent efficiency in the use of available assets to generate sales. 
[bookmark: _kl645phz83ni][bookmark: _Toc236179766][bookmark: _Toc236250012][bookmark: _Toc237532200]2.2.4 Gearing
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Figure 7: Debt-to-Equity Ratio Trends (2021-2025)
(Source: Excel Output)
Debt-to-equity ratio effectively highlights the financial gearing of a business organisation as it shows the proportion of debt relative to shareholders' equity (Sunaryo et al. 2022). As debt financing significantly affects the profitability of a firm by raising finance costs, a lower debt-to-equity ratio is often preferred by firms. However, in the case of Wyndham, the debt-to-equity ratio was significantly high at 1.91 as of 2021, which continued to increase in subsequent years and reached its highest at 5.47 as of the year 2025 [Refer to Appendix 1]. This notable increase in the ratio can be explained through a reduction in shareholders' equity alongside an increase in debt financing. As a result of a high debt-to-equity ratio, the organisation may experience a further decrease in profitability in the upcoming period. 
[bookmark: _5ob5f0qhn6f8][bookmark: _Toc236179767][bookmark: _Toc236250013][bookmark: _Toc237532201]2.2.5 Investment
[image: ]\
Figure 8: Return on Equity Trends (2021-2025)
(Source: Excel Output)
Return on Equity (ROE) is a metric that shows the overall profitability generated from shareholders' equity (Balatsky, 2021). The ratio effectively highlights the potential of a firm to create value for its shareholders. In this context, the ROE of Wyndham was significantly low at 4.41% in 2021 due to the low revenue generated during the pandemic period. However, the ratio increased to 36.90% in 2022, and in the year 2024 it reached its highest at 44.46% before declining to 41.24% in 2025 [Refer to Appendix 1]. The high return on equity of the firm shows its effectiveness in contributing toward shareholder wealth maximisation and sustainable financial value creation.
[bookmark: _yvztzuxm5gwj][bookmark: _Toc236179768][bookmark: _Toc236250014][bookmark: _Toc237532202]2.2.6 Cash Flow
[image: ]
Figure 9: Operating Cash Flow-to-Sales Ratio Trends (2021-2025)
(Source: Excel Output)
The operating cash flow-to-sales ratio shows the influence of operating cash flow in generating sales of a business organisation (Majumdar and Majumdar, 2020). The ratio shows the extent to which operating activities generate cash relative to sales generation. In this context, the highest operating cash flow-to-sales ratio of 1.09 was delivered by Wyndham as of 2021 despite the pandemic-affected sales figures of the firm [Refer to Appendix 1]. However, the firm maintained an operating cash flow-to-sales ratio of approximately 0.27 in 2022, 2023 and 2025, which shows that despite a decrease in the ratio, the firm has been maintaining stable operating cash flow levels to effectively fund its operational activities and generate sales. 
[bookmark: _5j0isrr71q7d][bookmark: _Toc236179769][bookmark: _Toc236250015][bookmark: _Toc237532203]2.3 Performance Summary
	Trends
	Strengths
	Threats

	· The asset-light franchise business model helped the company deliver stable revenue and profits.
· The operating cash flows of the firm were positive and stable after the pandemic period.
	· Stability and growth in terms of revenue and profitability indicate positive financial performance.
· Large portfolio including more than 8,300 hotels and 25 brands across 100 countries (Wyndham, 2026c). 
	· The deteriorating liquidity performance of the firm is a notable concern as it may affect the working capital management of the firm in an adverse manner. 
· Significantly high leverage of the firm may lead to a notable increase in finance costs and decrease in overall profitability of the firm. 


Table 1: Financial Performance Analysis Summary
(Source: Self-Developed)
[bookmark: _rf07hudnr9i0][bookmark: _Toc236179770][bookmark: _Toc236250016][bookmark: _Toc237532204]2.4 Liquidity Benchmarking
Liquidity benchmarking in the hospitality sector can be shown through the standard current ratio of hotels and resorts operating in the industry. A current ratio of 1.2 to 2 is often considered a liquidity benchmark for businesses (Hospitality Institute, 2025). In this context, Wyndham's current ratio remained below this benchmark after 2022 and even remained equal to or lower than one [Refer to Appendix 1]. However, Wyndham's asset-light franchise business model provides a positive operating cash flow, alongside a lower requirement of working capital. The company is able to meet its short-term obligations through regular cash generation, regular cash generation and franchise fee income, which mitigates the adverse impacts of lower liquidity than the industry average.
[bookmark: _vrl3dzo0r6ga][bookmark: _Toc236179771][bookmark: _Toc236250017][bookmark: _Toc237532205]3. Working Capital Management
[bookmark: _3ryc254zee0j][bookmark: _Toc236179772][bookmark: _Toc236250018][bookmark: _Toc237532206]3.1 Cash Operating Cycle
	Cash Operating Cycle of Wyndham Hotels and Resorts

	Steps
	Particulars
	Amount

	Step 1: Inventory Holding Period
	Average Inventory
	$0

	
	Cost of Revenue
	$565

	
	Formula: (Average Inventory / Cost of Revenue) * 365
	0

	Step 2: Receivables Collection Period
	Average Trade Receivables
	$281

	
	Revenue
	$1,429

	
	Formula: (Average Trade Receivables / Revenue) * 365
	71.77

	Step 3: Payables Payment Period
	Average Trade Payables
	$38

	
	Cost of Revenue
	$565

	
	Formula: (Average Trade Payables / Cost of Revenue) * 365
	24.23

	Step 4: Cash Operating Cycle
	Formula: Inventory Holding Period + Receivables Collection Period - Payables Payment Period
	47.55

	
	
	
	


Table 2: Cash Operating Cycle
(Source: Excel Output)
The cash operating cycle works as a key tool in cash or liquidity management for business organisations. According to Stice et al. (2023), the cash operating cycle is used to measure the total time from when a business buys its inventory to its collection of cash from customers. The key elements of the cash operating cycle of a firm are the inventory holding period, receivables collection period and payables payment period. As Wyndham operates with a franchising business model, the firm's inventory cost and inventory holding period are zero. Whereas the receivables collection period and payables payment period are, respectively, 71.44 days and 24.33 days. This leads to a cash operating cycle for the company of 47.55 days, offsetting the payable payment period from the receivables collection period. It can be stated that the cash operating cycle is significantly low, which can be a positive factor in terms of working capital management. In addition to this, the asset-light business model of the company helped it to reduce the inventory holding period. Thus, the overall working capital of the company is supported by its solid operating cash flows and its cash generated through franchise income. If credit management can be further improved and electronic payment methods are implemented, the liquidity would be further strengthened, and cash conversion would be accelerated, which would further reduce the need for short-term financing.
[bookmark: _9y26y47lfw8y][bookmark: _i5v74pfmxca][bookmark: _Toc236179773][bookmark: _Toc236250019][bookmark: _Toc237532207]3.2 Liquidity Improvement Strategies
In order to improve the liquidity of the firm, the management of Wyndham can focus on implementing these strategies for effective working capital reforms.
· Strengthening Receivables Management
Faster collection of trade receivables can reduce the cash operating cycle and increasing the availability of cash resources to fund day-to-day business activities (Ojha et al. 2021). In order to achieve faster receivables collection, the company can offer early payment incentives to franchisee hotels. In addition to this, automation of invoicing processes and stricter credit assessment may reduce the average collection period for the firm. 
· Optimising Cash Management and Forecasting Systems
Developing rolling cash flow projections, adequate funding buffers, and centralisation of treasury activities could help management to better anticipate the funding needs and to avoid borrowing. In this context, better cash visibility would also help make informed investment decisions more quickly and might strengthen the company's cash flow during times of heavy hospitality services demand. 
· Capital Structure Optimisation
Refinancing risk can be reduced by replacing costly short-term debt with longer-term debt, which also enhances liquidity (Sigmund et al. 2024). Concurrently, a higher percentage of franchise and managed hotels and properties instead of owning hotels would reduce the requirements for capital investments and yield regular and predictable income from franchise fees. This will notably contribute to increasing Wyndham's liquidity and efficiency in working capital management and will also support and enable sustainable long-term financial performance.
[bookmark: _njoa8qpm5ok1][bookmark: _Toc236179774][bookmark: _Toc236250020][bookmark: _Toc237532208]3.3 Short-Term vs Long-Term Financing
In supporting the business activities of Wyndham Hotels & Resorts, both long-term and short-term financing play significant roles. In this regard, short-term financing, often categorised as bank overdrafts, revolving credit facilities and trade credit, manages the working capital requirements and temporary cash flow fluctuations of a firm. These sources of finance provide higher flexibility to business organisations, alongside a lower cost of financing (D'Mello and Toscano, 2020). However, The firm's exposure to certain risks such as interest rate volatility and refinancing requirements significantly increases during adverse market conditions. On the other hand, long-term financing involves debt instruments such as long-term loans, corporate bonds and lease liabilities, which often help businesses fund their strategic actions. Despite the fact that long-term financing increases the finance costs of a firm, it can also reduce financing pressures during periods of financial difficulty (Mustafina et al. 2020). Based on Wyndham's relative weakness in terms of liquidity, the company should use its operating cash flows or long-term financing for strategic investments, only limiting its short-term financing needs to seasonal working capital needs. The balance of financing would reduce the liquidity risk, enhance financial flexibility and support sustainable growth without affecting the effective use of capital.
[bookmark: _puqdzuqm6u5z][bookmark: _Toc236179775][bookmark: _Toc236250021][bookmark: _Toc237532209]4. Strategic Financial Restructuring Plan
[bookmark: _vr1l2i23t9jl][bookmark: _Toc236179776][bookmark: _Toc236250022][bookmark: _Toc237532210][bookmark: _xtd2mofa9d1w][bookmark: _Toc236179777]4.1 Financial Restructuring Options
The key financing issues of Wyndham Hotels and Resorts include high leverage and financing costs, making financial restructuring necessary for the firm. However, the company has two strategic options for financial restructuring, as discussed below.
· Divestiture of Low-Performing Assets and Investments
The company can engage in liquidity and return-on-investment assessments of non-core assets and underperforming investments. It may help the financial decision-makers to undertake the timely divestiture of assets that do not contribute significantly to long-term profitability of the firm. Divesting assets can be effective in terms of increasing cash generation, thus improving liquidity performance of the firm (Pearce II and Patel, 2022). In the context of Wyndham, management can improve returns by focusing on its highly profitable asset-light franchise and management business. 
· Equity Injection
Wyndham can also optimise its capital structure through debt refinancing and selective equity injection wherever needed. In addition to this, equity issuance could strengthen the balance sheet of the firm and reduce the debt-to-equity ratio, while positive financial performance can boost investor confidence. Given the firm's low shareholders' equity, equity financing could reduce financial pressure and lower its reliance on debt financing. 
[bookmark: _crub32r47lvz][bookmark: _Toc236179778][bookmark: _Toc236250023][bookmark: _Toc237532211]4.2 Impact on the Organisation
	Factors
	Strategic Option 1 – Divestiture
	Strategic Option 2 – Equity Injection

	Shareholder Value
	· Divestiture of non-performing assets would be effective in terms of improving liquidity performance, which could help to focus more on management of the asset-light business model. 
· Proceeds from the sale of non-performing assets may help in reducing debt and so financing costs, which may deliver higher profitability (Do et al. 2020). 
	· This will help to increase shareholders' equity and reduce pressures related to debt financing. 
· Reduction in refinancing costs and lower financing risks may further increase investor confidence over the long term.

	Debt Structure
	· Repayment of outstanding debts using proceeds would decrease interest expenses. 
· Lowering the debt finance and strengthening shareholders’ equity might offer a balanced capital structure.
	· This may mitigate the overdependence of the firm on debt financing. 
· Equity injection can strengthen the company's capital base and reduce its dependence on debt financing (Ozik et al. 2021).

	Operational Flexibility
	· Operational efficiency will increase through effective use of working capital on the asset-light business model.
	· Equity injection can help to fund projects and investments aiming to achieve operational growth and expansion. 


Table 3: Organisational Impacts of Strategic Options
(Source: Self-Developed)
[bookmark: _26oukwdl8igp][bookmark: _feh630lig510][bookmark: _Toc236179780][bookmark: _Toc236250024][bookmark: _Toc237532212]4.3 International and Ethical Considerations
Wyndham Hotels & Resorts is a worldwide hospitality company that operates in more than 100 countries, which makes it necessary for the firm to take the local and ethical considerations of its financial restructuring plan into account. Macroeconomic factors affecting business conditions such as foreign exchange rates, inflation rates and interest rates, alongside geopolitical issues, can have varying impacts on revenue and profitability of the firm in international markets. The company should, therefore, expand its geographic footprint, employ suitable foreign exchange risk management and stay focused on country-specific developments in the economic and regulatory environment to mitigate financial risks.
From an ethical perspective, Wyndham should make sure that the restructuring process is clearly communicated and acts in the interests of shareholders, employees, franchisees and local communities. Any divestment or financing transaction must be conducted in accordance with corporate governance guidelines, financial reporting requirements, and environmental, social and governance (ESG) values (Jia et al. 2026). In addition, ongoing investments in sustainable hotel operations, employee well-being, data privacy and responsible business practices will help to build trust among stakeholders, boost company brand positioning, and contribute to the company's financial sustainability in the worldwide hospitality market.
[bookmark: _bltunjq37qx2][bookmark: _Toc236179781][bookmark: _Toc236250025][bookmark: _Toc237532213]5. Investment Appraisal and Capital Budgeting
[bookmark: _r039l94sgpbh][bookmark: _Toc236179782][bookmark: _Toc236250026][bookmark: _Toc237532214]5.1 Payback Period
The payback period refers to the time required to recover an investment from its projected cash flows (Dai et al. 2022). This method helps to assess the risk associated with the return potential of the project and provides an indication of the project's liquidity and recovery period. However, this method needs to be supported by other investment appraisal methods as it does not incorporate time value of money concepts. In this regard, Projects A and B have a very close payback period of 4 years 6 months and 4 years 6 months 17 days, respectively. However, the payback period of Project C is comparatively lower at 3 years 7 months 6 days [Refer to Appendix 2]. The shorter payback period of Project C indicates lower investment risk and higher liquidity potential of the project. 
[bookmark: _h23z1qkrx7mh][bookmark: _Toc236179783][bookmark: _Toc236250027][bookmark: _Toc237532215]5.2 Accounting Rate of Return (ARR)
Accounting rate of return shows the average annual profit percentage of a project based on its projected cash flows and depreciation over the project lifetime (Coccia, 2023). It is a very simple method that helps to determine the accounting return of an investment over its useful life. However, this method also does not consider the time value of money while determining accounting profits, due to which it cannot be used as the key investment appraisal metric. In this regard, the ARR of Project A is the lowest at 1.6%, followed by Project B with an ARR of 2% [Refer to Appendix 2]. Moreover, Project C has a notably higher ARR of 6% as compared to the alternative projects. This highlights that the higher accounting return of Project C can increase the confidence of financial decision-makers of the firm. 
[bookmark: _nmbc19wg1mgc][bookmark: _Toc236179784][bookmark: _Toc236250028][bookmark: _Toc237532216]5.3 Net Present Value (NPV)
Net present value is an investment appraisal method that helps to estimate the present values of projected cash flows related to an investment using a present discount rate (Shou, 2022). Considering the time value of money concept, the method provides the present value of the project's expected net cash flows. However, accuracy in cost of capital determination is a key aspect for investors, as a failure to do so may lead to significant variance in expected returns and actual returns. In this regard, considering an 8% discount rate for all three projects, negative net present values of £6,542,000 and £6,077,000 have been estimated for Project A and Project B, respectively [Refer to Appendix 2]. In contrast, only Project C is expected to deliver a positive net present value of £8,60,000 considering the same discount rate. This shows that at the present rate, only Project C can deliver the expected return to the firm. 
[bookmark: _6o3jgr72xcea][bookmark: _Toc236179785][bookmark: _Toc236250029][bookmark: _Toc237532217]5.4 Profitability Index (PI)
Profitability Index (PI) reflects the PV of future cash inflows of a project relative to the project's initial investment (Al-Rikabi, 2021). This value considers the present value of the cash flows to be received throughout the lifetime of the investment to determine whether the returns will be favourable or adverse. A profitability index value of greater than 1 means a project is likely to create value for investors, while a value below 1 means that an investment is likely to result in an unfavourable return on investment. The profitability indices for Project A and Project B are 0.87 and 0.88, respectively, which means that the discounted cash inflows for the projects are not enough to cover the initial investments [Refer to Appendix 2]. Project C has a profitability index of 1.02, which shows that it is likely to yield a return greater than its cost of investment and is thus the most financially viable project.
[bookmark: _l7y34zb8cgrz][bookmark: _Toc236179786][bookmark: _Toc236250030][bookmark: _Toc237532218]5.5 Internal Rate of Return (IRR)
The internal rate of return presents the rate that will make the net present values of a project equal to zero using a predetermined discount rate (Huang et al. 2022). This investment criterion, similar to NPV, considers the time value of money concept and it provides a percentage return that can be compared with the firm's required rate of return. However, IRR can give false and misleading results for mutually exclusive projects as well as non-conventional cash flow patterns. The investment appraisal reveals that the IRRs of Project A and Project B are 2.72% and 3.26%, respectively, which are notably lower than the 8% required rate of return [Refer to Appendix 2]. On the other hand, Project C has an IRR of 8.59%, which is higher than the acceptable rate of return, which suggests that the project can create value for the firm and deliver expected returns.
[bookmark: _vve4cfa9942d][bookmark: _Toc236179787][bookmark: _Toc236250031][bookmark: _Toc237532219]5.6 Recommendation of the Best Project
Considering the results of the investment appraisal using different methods, it can be stated that Project C outperforms the alternatives in terms of financial viability and can therefore be recommended as the best project for Wyndham. As per the views of McDonagh et al. (2020), a positive and high NPV of a project shows that the project can offer profitability to investors. Whereas Liu (2020) argued that an IRR above the hurdle rate or required rate of return is highly viable and draws the attention of investors as a potential investment. For this reason, Project C has been selected as the recommended project as it can deliver the highest NPV and an IRR above the hurdle rate. In addition to this, the project also has higher ARR and PI alongside a shorter payback period as compared to the other available projects. 
Apart from this, the recommendation is also in line with the financial condition and performance of Wyndham Hotels and Resorts. The project selection process is important as the company is facing increasing pressure from its cash flow and debt positions, and its revenues are primarily generated through its asset-light franchise model, which gives it a stronger operating cash flow [Refer to Appendix 1]. This is supported by the positive NPV and higher profitability of project C, which will improve the profitability of the company without it taking on unnecessary investment risk. On the other hand, political and economic uncertainties in the international markets, such as changing regulations, inflation and exchange rate volatility, are areas in which Wyndham will need to be cautious from a non-financial point of view. The project is also expected to be successful due to the company's strong focus on customer satisfaction, both within its service quality management and with its Wyndham Rewards programme, alongside digital innovations which will allow the company's competitive offering to strengthen its position in the international hospitality market.
[bookmark: _4k9qivrcofl3][bookmark: _Toc236179788][bookmark: _Toc236250032][bookmark: _Toc237532220]5.7 Capital Rationing 
Capital rationing is the allocation of limited investment funds among competing investments to maximise the value of the shareholders' wealth (Khan, 2024). The maximum capital budget of Wyndham Hotels & Resorts is £100 million, and each project has a fixed initial cost of £50 million, which means the firm can invest in a maximum of two projects while not exceeding the investment limit. However, capital rationing aims to offer the maximum possible value, rather than simply investing the maximum available amount, so it would be suitable for Wyndham to pursue only Project C. The remaining £50 million should be retained for future value-creating opportunities, such as hotel brand expansion, digital investment or debt reduction.
[bookmark: _55pu833w0n5h][bookmark: _Toc236179789][bookmark: _Toc236250033][bookmark: _Toc237532221]6. Critical Reflection on AI Usage
[bookmark: _Toc236250034][bookmark: _Toc237532222]6.1 AI Tools Used
AI tools such as ChatGPT and Google Gemini have been used to help me develop this assignment. The use of AI tools has helped me improve my efficiency in writing this report and complete it within the given deadline. I asked both ChatGPT and Gemini to suggest a structure for the report based on the given assignment brief. After getting the results from both platforms, I have compared and contrasted them to create the structure currently used in the report. Apart from this, the AI platforms have also helped me with ideas for designing the calculation tables in Excel alongside suggesting certain formulas. 
[bookmark: _Toc236250035][bookmark: _Toc237532223]6.2 Evaluation of AI Output
Despite the fact that AI implementation has led to the enhancement of research and writing efficiency, a strong critical evaluation of the given outputs by ChatGPT and Gemini has been performed. I have matched the criteria stated in the brief with the report structure presented to me by both AI platforms. This has helped me to develop my own report structure for this assignment, which was informed by AI-generated suggestions. In addition to this, I have also used AI for reviewing my calculations related to ratio analysis, investment appraisal and cash operating cycles. This helped me to provide accurate results in each section as the calculations were checked for accuracy. However, AI sometimes offered generic suggestions, which were not sufficiently tailored to Wyndham's asset-light franchise business model. These responses were further developed through the inclusion of company-specific information and academic research. Thus, it can be stated that AI has been used as an assistive application for researching content and drafting it, but not as a replacement for sound financial analysis, which ensured that the final conclusions were fact-based, logical and supported by reliable financial data.
[bookmark: _Toc236250036][bookmark: _Toc237532224]6.3 Contribution Analysis
AI was mainly used to create an outline for the report, explain financial concepts, clarify written content, and identify potentially relevant academic and industry sources. For the original contribution, I gathered the financial data from Wyndham Hotels & Resorts' annual reports, performed cash operating cycle calculations and financial ratio calculations with Microsoft Excel, analysed the cash operating cycle and performed investment appraisal calculations in Microsoft Excel and interpreted the financial analysis results and developed the strategic recommendations. The final analysis and evaluation of financial performance, restructuring proposals and investment recommendations were independently were independently developed and went beyond mere outputs produced by AI, covering a critical analysis of the company's financial statements, industry conditions and appropriate financial management theories.
[bookmark: _Toc236250037][bookmark: _Toc237532225]6.4 Ethical and Professional Reflection
In recent times, AI tools have been contributing significantly toward financial analysis and financial management in terms of efficiency, data analysis and helping with information retrieval. However, excessive use or overreliance on AI tools and their outputs may reduce the comprehensiveness and quality of a study as AI outputs cannot replace professional judgement. Financial analysis and financial management require transparency and responsibility in terms of AI usage, alongside safeguarding sensitive financial data against unauthorised access and adhering to data privacy and corporate governance regulations. For this reason, the AI-generated information in this study has been independently verified using reliable sources before they were incorporated in this study, which helped maintain ethical decision-making standards. It can be said, then, that human oversight and critical thinking play a part in ensuring that AI plays its intended role, rather than replacing, human financial judgement and accountability.
[bookmark: _r14qc9r3keoe][bookmark: _Toc236179790][bookmark: _Toc236250038][bookmark: _Toc237532226]7. Conclusion
[bookmark: _6eov5pz0uvzp]The results of this study indicated that Wyndham Hotels and Resorts have maintained a constant revenue and profit generation during the period of the study, and also had positive cash flow as they have adopted a franchise business model. The company, however, had a significant leverage during the past 5 years despite weak liquidity. Therefore, the study presented some recommendations that the company can take to lower its leverage and enhance its liquidity by injecting equity and selling the non-performing assets of the firm. In addition to this, the study also proposed selecting Project C from the three available investment options, as Project C had the highest ARR, IRR and PI, a positive NPV, and a shorter payback period than the alternatives. Overall, the study presented recommendations that are specific to Wyndham Hotels and Resorts in terms of supporting its sustainable long-term growth while enhancing shareholder value and maintaining competitiveness in the global hospitality industry.
[bookmark: _Toc236179791][bookmark: _Toc236250039][bookmark: _Toc237532227]
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[bookmark: _njmxwwzg03ws][bookmark: _Toc236179793][bookmark: _Toc236250041][bookmark: _Toc237532229]Appendix 1: Ratio Calculations
	Ratio Analysis of Wyndham Hotels and Resorts

	Category
	Note: All figures are in Millions except ratios

	Profitability
	Net Profit Margin
	2021
	2022
	2023
	2024
	2025

	
	Net Income
	$48
	$355
	$289
	$289
	$193

	
	Revenue
	$392
	$1,498
	$1,397
	$1,408
	$1,429

	
	Net Profit Margin = Net Income / Revenue * 100
	12.24%
	23.70%
	20.69%
	20.53%
	13.51%

	 

	Liquidity
	Current Ratio
	2021
	2022
	2023
	2024
	2025

	
	Current Assets
	$720
	$545
	$373
	$467
	$435

	
	Current Liabilities
	$397
	$406
	$459
	$466
	$507

	
	Current Ratio = Current Assets / Current Liabilities
	1.81
	1.34
	0.81
	1.00
	0.86

	 

	Gearing
	Debt to Equity Ratio
	2021
	2022
	2023
	2024
	2025

	
	Total Debt
	$2,084
	$2,077
	$2,201
	$2,463
	$2,560

	
	Total Equity
	$1,089
	$962
	$746
	$650
	$468

	
	Debt to Equity Ratio = Total Debt / Total Equity
	1.91
	2.16
	2.95
	3.79
	5.47

	 

	Efficiency
	Asset Turnover Ratio
	2021
	2022
	2023
	2024
	2025

	
	Net Sales 
	$392
	$1,498
	$1,397
	$1,408
	$1,429

	
	Average Total Assets
	$4,457
	$4,196
	$4,078
	$4,128
	$4,203

	
	Asset Turnover Ratio = Net Sales / Average Total Assets
	0.09
	0.36
	0.34
	0.34
	0.34

	 

	Investment
	Return on Equity
	2021
	2022
	2023
	2024
	2025

	
	Net Income
	$48
	$355
	$289
	$289
	$193

	
	Equity
	$1,089
	$962
	$746
	$650
	$468

	
	Return on Equity = Net Income / Equity * 100
	4.41%
	36.90%
	38.74%
	44.46%
	41.24%

	 

	Cash Flow
	Operating Cash Flow to Sales Ratio
	2021
	2022
	2023
	2024
	2025

	
	Operating Cash Flow
	$426
	$399
	$376
	$290
	$367

	
	Net Revenue
	$392
	$1,498
	$1,397
	$1,408
	$1,429

	
	Operating Cash Flow to Sales Ratio = Operating Cash Flow / Net Revenue
	1.09
	0.27
	0.27
	0.21
	0.26


Table 1.1: Ratio Calculations
[bookmark: _pxpcdmvcxwms](Source: Excel Output)
[bookmark: _Toc236179794][bookmark: _Toc236250042][bookmark: _Toc237532230][bookmark: _oczjayglg05s]Appendix 2: Investment Appraisal Calculations
	Item
	Project A
	Project B
	Project C

	Initial investment
	£5,00,00,000
	£5,00,00,000
	£5,00,00,000

	Project Lifetime (Years)
	5
	5
	5

	Discount rate
	8%
	8%
	8%

	Cashflow

	Year 1
	£1,00,00,000
	£1,10,00,000
	£50,00,000

	Year 2
	£1,20,00,000
	£1,10,00,000
	£1,00,00,000

	Year 3
	£1,40,00,000
	£1,10,00,000
	£2,00,00,000

	Year 4
	£1,00,00,000
	£1,10,00,000
	£2,50,00,000

	Year 5
	£80,00,000
	£1,10,00,000
	£50,00,000

	Total Cash Flow
	£5,40,00,000
	£5,50,00,000
	£6,50,00,000


Table 2.1: Details of Investment Projects
(Source: Excel Output)
	Project A

	Year
	Annual Cashflow
	Cumulative Cashflow
	Discount Factor (8%)
	Discounted Cash Flow

	0
	-£5,00,00,000
	-£5,00,00,000
	1
	-£5,00,00,000

	1
	£1,00,00,000
	-£4,00,00,000
	0.926
	£92,60,000

	2
	£1,20,00,000
	-£2,80,00,000
	0.857
	£1,02,84,000

	3
	£1,40,00,000
	-£1,40,00,000
	0.794
	£1,11,16,000

	4
	£1,00,00,000
	-£40,00,000
	0.735
	£73,50,000

	5
	£80,00,000
	£40,00,000
	0.681
	£54,48,000

	NPV
	-£65,42,000

	Payback Period
	4.5

	
	4 Years 6 Months

	IRR
	2.72%


Table 2.2: NPV, IRR and Payback Period of Project A
(Source: Excel Output)
	Project B

	Year
	Annual Cashflow
	Cumulative Cashflow
	Discount Factor (8%)
	Discounted Cash Flow

	0
	-£5,00,00,000
	-£5,00,00,000
	1
	-£5,00,00,000

	1
	£1,10,00,000
	-£3,90,00,000
	0.926
	£1,01,86,000

	2
	£1,10,00,000
	-£2,80,00,000
	0.857
	£94,27,000

	3
	£1,10,00,000
	-£1,70,00,000
	0.794
	£87,34,000

	4
	£1,10,00,000
	-£60,00,000
	0.735
	£80,85,000

	5
	£1,10,00,000
	£50,00,000
	0.681
	£74,91,000

	NPV
	-£60,77,000

	Payback Period
	4.55

	
	4 Years 6 Months 17 Days

	IRR
	3.26%


Table 2.3: NPV, IRR and Payback Period of Project B
(Source: Excel Output)
	Project C

	Year
	Annual Cashflow
	Cumulative Cashflow
	Discount Factor (8%)
	Discounted Cash Flow

	0
	-£5,00,00,000
	-£5,00,00,000
	1
	-£5,00,00,000

	1
	£50,00,000
	-£4,50,00,000
	0.926
	£46,30,000

	2
	£1,00,00,000
	-£3,50,00,000
	0.857
	£85,70,000

	3
	£2,00,00,000
	-£1,50,00,000
	0.794
	£1,58,80,000

	4
	£2,50,00,000
	£1,00,00,000
	0.735
	£1,83,75,000

	5
	£50,00,000
	£1,50,00,000
	0.681
	£34,05,000

	NPV
	£8,60,000

	Payback Period
	3.60

	
	3 Years 7 Months 6 Days

	IRR
	8.59%


Table 2.4: NPV, IRR and Payback Period of Project C
(Source: Excel Output)
	Accounting Rate of Return (ARR)

	Particulars
	Project A
	Project B
	Project C

	Total Cash Flow
	£5,40,00,000
	£5,50,00,000
	£6,50,00,000

	Depriciation
	£5,00,00,000
	£5,00,00,000
	£5,00,00,000

	Accounting Profit
	£40,00,000
	£50,00,000
	£1,50,00,000

	Annual Accounting Profit
	£8,00,000
	£10,00,000
	£30,00,000

	Accounting Rate of Return
	1.60%
	2.00%
	6.00%


Table 2.5: ARR of Projects
(Source: Excel Output)
	Profitability Index (PI)

	Particulars
	Project A
	Project B
	Project C

	Present Value of Future Cash Flows
	£4,34,58,000
	£4,39,23,000
	£5,08,60,000

	Initial Investment
	£5,00,00,000
	£5,00,00,000
	£5,00,00,000

	Profitability Index
	0.87
	0.88
	1.02


Table 2.6: PI of Projects
(Source: Excel Output)
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