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[bookmark: _Toc237465473]Introduction
Over recent years, the global hospitality sector has undergone considerable change as it adapted to post-pandemic conditions, evolving customer preferences, rapid technological developments and continuing economic pressures. These factors have increased the need for organisations to make well-informed financial decisions that balance profitability, liquidity and long-term growth while responding to inflation, geopolitical uncertainty and rising stakeholder expectations.
Accor is one of the world's leading hospitality companies, managing a portfolio of more than 5,600 hotels across over 110 countries through brands that range from economy to luxury. Its international operations and predominantly asset-light business model make the company an appropriate case for examining financial performance, strategic decision-making and investment planning.
Prepared from the perspective of the Chief Financial Officer (CFO), this report evaluates Accor's financial position over the period 2021–2025 using information obtained from the company's published annual reports together with relevant academic and industry sources. The discussion begins with an assessment of financial performance through financial statement analysis, ratio analysis and benchmarking before examining working capital management and strategic financial restructuring. It then evaluates three investment opportunities using established capital budgeting techniques before concluding with a reflection on the responsible use of Artificial Intelligence (AI) in supporting financial analysis and decision-making.
[bookmark: _Toc237465474]Financial Health Check
1.1. [bookmark: _Toc237465475]Introduction
Financial health analysis provides an overview of an organisation's financial performance and supports informed strategic decision-making. This section evaluates Accor's financial position between 2021 and 2025 by analysing its financial statements and key financial ratios. The analysis identifies major trends, strengths and potential risks before comparing the company's liquidity performance with selected industry competitors.

1. [bookmark: _Toc237013682][bookmark: _Toc237464050][bookmark: _Toc237464105][bookmark: _Toc237465476]
2. [bookmark: _Toc237464051][bookmark: _Toc237464106][bookmark: _Toc237465477]
2.1. [bookmark: _Toc237464052][bookmark: _Toc237464107][bookmark: _Toc237465478]
[bookmark: _Toc237465479]Five-Year Financial Statement Analysis
A summary of Accor's five-year financial statements is presented in Appendix A, including the income statement, statement of financial position and cash flow statement. These statements provide the foundation for evaluating the company's financial performance, financial position and cash generation between 2021 and 2025.
Analysis of the financial statements demonstrates that Accor experienced a strong recovery following the disruption caused by the COVID-19 pandemic. Revenue increased consistently between 2021 and 2025, reflecting the return of international travel, higher hotel occupancy rates and continued expansion of the company's diversified brand portfolio. The recovery in demand enabled Accor to improve both operating and net profit, although profit growth moderated slightly in 2025 as inflationary pressures, higher labour costs and increased financing expenses affected overall profitability (Accor, 2025).
Table 1. Summary of Accor's Financial Performance (2021–2025)
	Financial Area
	Overall Trend (2021–2025)

	Revenue
	▲ Strong increase

	Operating Profit
	▲ Significant improvement

	Net Profit
	▲ Improved, with slight moderation in 2025

	Total Assets
	▲ Gradual growth

	Shareholders' Equity
	▲ Increased

	Operating Cash Flow
	▲ Strong improvement

	Free Cash Flow
	▲ Positive and strengthened


Accor Annual Reports (2021–2025).
Analysis of Accor's financial statements over the five-year period demonstrates a strong recovery following the disruption caused by the COVID-19 pandemic. Revenue increased consistently between 2021 and 2025, reflecting the return of international travel, higher hotel occupancy rates and continued expansion of the company's diversified brand portfolio. The recovery in demand enabled Accor to improve both operating and net profit, although profit growth moderated slightly in 2025 as inflationary pressures, higher labour costs and increased financing expenses affected overall profitability (Accor, 2025).
The balance sheet also reflects a strengthening financial position. Total assets increased gradually during the review period, supported by continued investment in the business and expansion of the company's asset-light operating model. Shareholders' equity also improved as retained earnings accumulated, indicating greater financial stability and an enhanced ability to support future growth. Although liabilities remained significant, this is typical for multinational hospitality companies and does not necessarily indicate financial weakness when considered alongside Accor's improving cash generation (Brealey, Myers and Allen, 2023).
The cash flow statement provides further evidence of improving financial resilience. Operating cash flow increased steadily throughout the five years, demonstrating that the company's core operations generated sufficient cash to fund investment activities while meeting financing obligations. Positive free cash flow in the later years further strengthened Accor's financial flexibility, providing additional capacity to invest in strategic initiatives and support long-term expansion without excessive reliance on external finance (Atrill and McLaney, 2022).
The financial statements indicate that Accor has successfully transitioned from post-pandemic recovery to a more stable period of financial growth. Despite continued macroeconomic challenges, including inflation and higher interest rates, the company maintained positive profitability, strong operating cash flows and a stable financial position, providing a solid foundation for future strategic development.
[bookmark: _Toc237465480]Ratio Analysis
A detailed summary of Accor's five-year ratio calculations and supporting graphs is presented in Appendix B. Rather than evaluating each ratio independently, the analysis groups related financial measures to assess Accor's operational performance, liquidity and cash generation, and capital structure. This approach provides a more integrated assessment of the company's financial position and strategic performance.
[bookmark: _Toc237465481]      2.3.1  Profitability and Operational Performance
Accor's ratio analysis indicates a sustained improvement in financial performance between 2021 and 2025, reflecting the company's successful recovery from the COVID-19 pandemic and continued execution of its asset-light strategy. Profitability ratios improved throughout the review period as revenue growth was supported by increased hotel occupancy, stronger average daily rates and higher fee income from management and franchise operations. At the same time, improvements in efficiency ratios demonstrate that the company utilised its asset base more effectively to generate revenue, indicating stronger operational performance rather than growth driven solely by market recovery (Atrill and McLaney, 2022).
However, the analysis also suggests that profitability began to stabilise during 2025. Although revenue continued to increase, the pace of improvement in operating and net profit margins slowed. This reflects the impact of rising labour costs, inflationary pressures and higher financing expenses, which reduced the proportion of revenue converted into profit (Accor, 2025). These findings highlight that sustaining future profitability will depend not only on continued revenue growth but also on disciplined cost management and operational efficiency. Consequently, further investment in digital technologies and process optimisation could help improve productivity while protecting margins against future cost pressures.

Figure 1. Profitability Ratios
[bookmark: _Toc237465482]    2.3.2   Liquidity and Cash Generation
While profitability reflects Accor's ability to generate earnings, liquidity and cash flow determine whether those earnings can support day-to-day operations and future investment. The ratio analysis indicates that Accor maintained relatively low current and quick ratios throughout the review period. Although these values remain below the traditional benchmark of 1.0, they should be interpreted within the context of the hospitality industry rather than viewed as an indication of financial weakness.
Accor's asset-light operating model naturally reduces holdings of current assets because a significant proportion of revenue is generated through management and franchise agreements instead of inventory-intensive operations. Consequently, lower liquidity ratios are offset by consistently improving operating cash flow and positive free cash flow, demonstrating that the business continues to generate sufficient cash from its core activities to meet short-term obligations and finance strategic investment.
The strengthening operating cash flow ratio also suggests that Accor became increasingly capable of funding working capital requirements without excessive dependence on external borrowing. This improvement enhances financial resilience by providing management with greater flexibility to invest in digital transformation, sustainability initiatives and international expansion while maintaining adequate liquidity during periods of economic uncertainty.
[bookmark: _Toc237465483]     2.3.3   Capital Structure and Shareholder Returns
Accor's capital structure remained relatively stable throughout the five-year review period, reflecting a balanced approach to financing growth while maintaining financial flexibility. Although gearing ratios indicate continued reliance on external borrowing, this is not unusual for large multinational hospitality organisations that require significant capital to support international operations and long-term strategic investment. Rather than indicating excessive financial risk, the company's debt position should be considered alongside its improving profitability and cash generation, both of which strengthened its capacity to meet financing obligations and service debt effectively.
Investment ratios further reinforce Accor's financial recovery. Both Return on Equity (ROE) and Return on Assets (ROA) improved considerably between 2021 and 2025, demonstrating that management generated stronger returns from shareholder investment and the company's asset base. The improvement in ROE suggests that equity capital was utilised more efficiently, while the increase in ROA reflects stronger operational performance and more effective deployment of business assets. Although both measures moderated slightly in 2025, they remained well above post-pandemic levels, indicating that Accor continued to create value despite a more challenging economic environment.
From an investor's perspective, these trends support confidence in the company's long-term financial strategy. Improved returns, together with stronger operating cash flows and a disciplined capital structure, provide greater capacity to finance future expansion without significantly increasing financial risk. However, management should continue monitoring borrowing levels as interest rates remain relatively high, ensuring that future investment decisions preserve an appropriate balance between debt financing, shareholder value and long-term financial resilience.

Figure 2. Accor's Capital Structure Ratios (2021–2025)
[bookmark: _Toc237465484]     2.3.4    Overall Financial Evaluation
Taken together, the ratio analysis demonstrates that Accor has transitioned from post-pandemic recovery to a period of more stable financial performance. Improvements in profitability, operational efficiency, shareholder returns and cash generation indicate that the company has strengthened its financial position while continuing to expand internationally. However, moderating profit growth during 2025 suggests that future performance will increasingly depend on improving productivity, controlling operating costs and maintaining financial discipline rather than relying solely on revenue growth.
The ratio analysis provides a strong foundation for the subsequent evaluation of working capital management and strategic financial decision-making. While Accor remains well positioned to pursue future growth opportunities, continued focus on operational efficiency, liquidity management and disciplined capital allocation will be essential to sustaining long-term shareholder value.
[bookmark: _Toc237465485]Key Financial Strengths and Strategic Challenges
The financial analysis indicates that Accor enters its next stage of growth from a considerably stronger position than in 2021. Improvements in profitability, operating cash flow and shareholder returns demonstrate that the company has recovered well from the disruption caused by the COVID-19 pandemic. The continued success of the asset-light operating model has also strengthened financial flexibility by generating recurring fee income while reducing the need for significant capital investment. Collectively, these developments have enhanced Accor's ability to fund future expansion and create long-term value for shareholders (Accor, 2025).
Several strengths emerge from the five-year analysis:
· Strong and consistent revenue growth following the recovery of international tourism. 
· Improving operating cash flow, providing greater financial flexibility. 
· Higher returns to shareholders through improved ROE and ROA. 
· More efficient utilisation of assets as operational performance strengthened. 
· A resilient business model supported by management and franchise agreements. 
Despite these positive developments, the analysis also highlights challenges that require continued attention. Profitability growth slowed during 2025, suggesting that rising operating costs and inflation are beginning to place pressure on financial performance. At the same time, relatively low liquidity ratios indicate that maintaining strong cash generation will remain essential to supporting day-to-day operations. While these ratios are consistent with Accor's asset-light model, they reinforce the importance of effective working capital management, particularly if economic conditions deteriorate or borrowing costs remain elevated.
Looking ahead, management should focus on preserving the financial gains achieved over the past five years rather than relying solely on continued revenue growth. Investment in digital innovation, operational efficiency and sustainable business practices will be essential to improving productivity while controlling costs. Maintaining this balance will strengthen Accor's competitive position and provide a solid financial platform for the investment decisions and strategic recommendations considered in the following sections of this report.
[bookmark: _Toc237465486]Industry Benchmark Comparison
Comparing Accor's financial performance with Marriott International and Hilton Worldwide provides additional context for assessing the company's competitive position within the global hospitality industry. While the previous sections evaluated Accor's performance in isolation, benchmarking highlights where the company performs strongly relative to its competitors and where further improvement may be required. Table 2 summarises the key financial measures used for comparison.
Table 2. Industry Benchmark Comparison (2025)
[image: ]
My comparison based on Accor, Marriott International and Hilton Worldwide Annual Reports (2025) and Yahoo Finance market data.
The benchmark illustrates that each company demonstrates different financial strengths rather than one organisation outperforming across every measure. Hilton achieved the highest Return on Assets (12.50%), operating margin (16.20%) and Price-to-Earnings ratio (36.1), suggesting stronger operational efficiency and greater market confidence in future earnings. Marriott, by comparison, generated the highest operating cash flow (US$3.20 billion) and free cash flow (US$2.20 billion), reflecting its larger scale and strong ability to convert operating performance into cash.
Accor's results present a more balanced financial profile. Although the company did not lead every performance measure, it reported a Return on Equity of 10.58%, while meaningful comparisons with Marriott and Hilton were limited because extensive share repurchase programmes significantly reduced their reported book equity. This demonstrates that financial ratios should always be interpreted within the context of each company's capital structure rather than viewed in isolation. Accor also maintained competitive operating margins and positive cash generation, supporting continued investment and long-term financial stability.
Rather than focusing solely on outperforming competitors in individual metrics, the benchmark suggests that Accor's financial strategy has produced consistent and sustainable performance across several key areas. Looking ahead, improving operating efficiency and strengthening cash generation would further enhance the company's competitive position while supporting the strategic recommendations presented in the following sections.
[bookmark: _Toc237465487]Working Capital Management Analysis
3. [bookmark: _Toc237464062][bookmark: _Toc237464117][bookmark: _Toc237465488]
[bookmark: _Toc237465489]Introduction
Effective working capital management enables organisations to maintain sufficient liquidity to support daily operations while minimising unnecessary investment in short-term assets. This section evaluates Accor's cash operating cycle before considering strategies to strengthen liquidity and comparing the suitability of short-term and long-term financing options.
[bookmark: _Toc237465490]Cash Operating Cycle
A detailed Cash Conversion Cycle (CCC) calculation is provided in Appendix C.
Unlike many manufacturing or retail businesses, Accor operates an asset-light business model in which cash is often received before payments to suppliers become due. The Cash Conversion Cycle (CCC) therefore provides valuable insight into how efficiently the company converts operational activities into available cash.
The five-year analysis shows that Accor maintained a negative Cash Conversion Cycle throughout the review period. This was primarily driven by relatively short receivable periods, extended payment terms with suppliers and comparatively low inventory levels. Together, these factors enabled the company to recover cash from customers before settling many of its short-term obligations, reducing the amount of working capital required to finance everyday operations.
A negative CCC is generally considered advantageous because it improves liquidity without increasing external borrowing. For Accor, this reflects the nature of its operations, where advance customer bookings, franchise income and management fees generate regular cash inflows while inventory requirements remain limited compared with other sectors. The trend also demonstrates disciplined working capital management, supporting the company's ability to fund operational requirements and strategic investment through internally generated cash.
Although the results indicate efficient cash management, maintaining a negative cash conversion cycle should not become the sole objective. Extending supplier payment periods excessively could weaken supplier relationships, while reducing receivable periods further may have limited benefits given the company's existing business model. Management should therefore seek to preserve an appropriate balance between liquidity, operational efficiency and long-term commercial partnerships.
[bookmark: _Toc237465491]Strengthening Liquidity Through Working Capital Reforms
Although Accor's Cash Conversion Cycle demonstrates effective working capital management, maintaining strong liquidity will require continuous adaptation as economic conditions evolve. Rising interest rates, inflationary pressures and fluctuations in international travel demand mean that preserving cash flow is becoming increasingly important for hospitality businesses. Rather than relying on a single initiative, management should adopt a combination of operational and financial reforms that improve liquidity without restricting future growth.
The following priorities are recommended:
· Strengthen cash forecasting by using real-time financial data and predictive analytics to improve short-term cash planning and support quicker management decisions. 
· Optimise receivables management by encouraging digital payments and maintaining efficient billing processes to minimise delays in collecting management and franchise fees. 
· Maintain balanced supplier relationships by negotiating favourable payment terms while avoiding excessive delays that could affect supplier confidence or future commercial partnerships. 
· Continue efficient inventory management, particularly within food and beverage operations, to reduce unnecessary stockholding and minimise waste. 
· Invest in digital automation to improve forecasting accuracy, monitor working capital performance and identify potential cash flow risks at an earlier stage. 
These reforms would enhance liquidity while supporting operational efficiency across Accor's global portfolio. More importantly, they complement the company's asset-light business model by improving cash availability without requiring significant additional capital investment. This approach allows management to retain financial flexibility while continuing to invest in growth opportunities and customer experience.
[bookmark: _Toc237465492]Short-Term versus Long-Term Financing
Selecting an appropriate financing strategy is essential to maintaining liquidity while supporting sustainable business growth. Short-term finance is generally used to fund day-to-day operational requirements, including seasonal fluctuations in cash flow and temporary working capital needs. Long-term finance, by contrast, is more suitable for strategic investments such as technology, acquisitions and international expansion, where benefits are expected to be realised over several years.
For Accor, neither financing approach should be used in isolation. A balanced financing strategy offers the greatest financial flexibility while reducing exposure to refinancing risk.
Short-term finance is most appropriate for:
· Seasonal working capital requirements. 
· Temporary cash flow fluctuations. 
· Short-term operational expenditure. 
Long-term finance is more appropriate for:
· Digital transformation projects. 
· Sustainable development initiatives. 
· International expansion. 
· Major refurbishment and strategic investment. 
Given Accor's improving operating cash flow and stable financial position, greater emphasis should be placed on internally generated funds and long-term financing for future strategic projects. This reduces dependence on short-term borrowing, limits exposure to interest rate volatility and provides greater certainty when planning long-term investment programmes.
[bookmark: _Toc237465493]Section Summary
The working capital analysis demonstrates that Accor manages liquidity efficiently through a consistently negative Cash Conversion Cycle and strong operating cash generation. While the company is well positioned to meet its short-term financial obligations, maintaining this performance will depend on disciplined cash management, continued investment in digital financial systems and an appropriate balance between short-term liquidity and long-term financing. These findings provide a strong foundation for evaluating the financial restructuring options considered in the next section.
[bookmark: _Toc237465494]Strategic Financial Restructuring Plan
4. [bookmark: _Toc237464069][bookmark: _Toc237464124][bookmark: _Toc237465495]
[bookmark: _Toc237465496]Introduction
Financial restructuring enables organisations to strengthen their financial position while supporting long-term strategic objectives. Based on the financial analysis presented in Sections 1 and 2, this section recommends restructuring initiatives designed to improve shareholder value, maintain financial flexibility and support Accor's future international growth.
[bookmark: _Toc237465497]Recommended Financial Restructuring Strategy
The financial analysis indicates that Accor has recovered strongly since 2021, supported by improving profitability, stronger operating cash flows and a disciplined working capital position. As a result, the company's priority is not financial recovery but strengthening its competitive position and ensuring that future growth remains financially sustainable. Rather than undertaking major structural changes, Accor should focus on targeted restructuring initiatives that reinforce its existing strengths while reducing exposure to future economic uncertainty.
Three strategic priorities are recommended.
Expand the Asset-Light Business Model
Accor has successfully increased the proportion of hotels operated under management and franchise agreements, reducing the capital required to support expansion. Continuing this strategy would enable the company to enter new markets while limiting investment in physical property ownership. This approach also improves return on invested capital by generating recurring management and franchise income with lower financial risk.
Refinance Existing Debt
Although Accor's debt levels remain manageable, refinancing selected borrowings when favourable market conditions arise could reduce financing costs and improve long-term financial flexibility. Extending debt maturities would also reduce refinancing risk while providing greater certainty for future investment planning. Given the current interest rate environment, refinancing decisions should be carefully timed to balance borrowing costs with long-term financial stability.
Increase Investment in Digital Transformation
Rather than concentrating restructuring solely on financing, Accor should continue investing in digital technologies that improve operational efficiency and customer experience. Artificial intelligence, revenue management systems and advanced data analytics can enhance pricing decisions, improve occupancy forecasting and strengthen customer loyalty while reducing operating costs. These investments support both financial performance and long-term competitiveness.
[bookmark: _Toc237465498]Evaluating the Impact on Financial Performance
Each restructuring initiative offers different financial benefits. Expanding the asset-light model reduces capital expenditure while improving returns generated from invested capital. Debt refinancing strengthens the capital structure by lowering financing risk and improving future cash flow stability. Continued investment in digital transformation enhances operational efficiency, creating opportunities to improve profitability without relying solely on revenue growth.
From a shareholder perspective, these initiatives have the potential to increase long-term value by improving financial resilience and supporting sustainable earnings growth. At the same time, maintaining a balanced approach to borrowing preserves operational flexibility, allowing the company to respond more effectively to future market changes or investment opportunities.

Figure 3. Strategic Financial Performance Indicators (2021–2025)
Source: My calculations based on Accor Annual Reports (2021–2025).
[bookmark: _Toc237465499]International and Ethical Considerations
As a global hospitality group operating across more than 110 countries, Accor must consider external factors when implementing any financial restructuring strategy. Decisions that are financially attractive in one market may expose the business to additional risks elsewhere, making international financial management an important component of long-term success.
Key considerations include:
· Currency risk, as exchange rate fluctuations can influence overseas earnings and investment returns. 
· Inflation, which continues to increase operating costs, particularly wages, utilities and supplier prices. 
· International taxation, requiring compliance with changing tax regulations across multiple jurisdictions. 
· Environmental, Social and Governance (ESG) commitments, where investment in sustainable operations can strengthen corporate reputation, improve stakeholder confidence and support long-term value creation. 
Integrating these considerations into financial decision-making allows Accor to balance profitability with responsible business practice. This approach not only supports regulatory compliance but also strengthens investor confidence and reinforces the company's reputation as a sustainable global hospitality leader.
[bookmark: _Toc237465500]Investment Appraisal and Capital Budgeting
5. [bookmark: _Toc237464075][bookmark: _Toc237464130][bookmark: _Toc237465501]
[bookmark: _Toc237465502]Introduction
Investment appraisal enables organisations to evaluate potential projects by comparing their expected financial returns and associated risks. Using the appraisal techniques specified in the assessment brief, this section evaluates three proposed investment projects before recommending the most appropriate option for Accor. The analysis also considers the impact of capital rationing and wider strategic risks to ensure that the recommended investment supports the company's long-term financial objectives.
[bookmark: _Toc237465503]Investment Appraisal Results
A detailed investment appraisal, including Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), Internal Rate of Return (IRR) and capital rationing calculations, is presented in Appendix D.
Each appraisal technique provides a different perspective on investment performance. Rather than relying on a single measure, combining multiple methods produces a more balanced assessment of financial viability by considering profitability, cash flow timing and long-term value creation.
Instead of reproducing the full calculations within the report, the key findings are summarised below.
Table 3
	Appraisal Technique
	Preferred Project
	Reason

	Payback Period
	Project B
	Fastest recovery of initial investment.

	ARR
	Project C
	Highest average accounting return.

	NPV
	Project C
	Creates the greatest shareholder value.

	PI
	Project C
	Highest value generated per £1 invested.

	IRR
	Project C
	Highest expected investment return.


Based on my own calculations (see Appendix D).
Although Project B performs strongly in terms of payback, the remaining appraisal techniques consistently identify Project C as the strongest long-term investment. This highlights an important principle of capital budgeting: projects that recover their initial investment more quickly do not necessarily create the greatest value for shareholders. Because Project C generates larger cash inflows during the later years of the investment, it delivers superior long-term returns despite a slower payback period.
[bookmark: _Toc237465504]Evaluation of the Preferred Investment
Although Project B offers the shortest payback period, relying solely on the speed of recovering the initial investment would overlook the project's long-term value creation. Payback Period is useful for assessing liquidity risk, but it does not consider cash flows generated after the investment has been recovered or the time value of money. Consequently, it provides only a partial view of investment performance.
Project C achieves the strongest overall performance when the investment appraisal techniques are considered collectively. It records the highest Accounting Rate of Return, Net Present Value, Profitability Index and Internal Rate of Return, indicating that the project generates superior long-term financial benefits despite slower cash recovery during the early years. These measures demonstrate that Project C is expected to create greater shareholder value and deliver a higher return on the capital invested.
The recommendation also aligns with Accor's financial position identified in the earlier sections of this report. Improvements in profitability, operating cash flow and financial flexibility indicate that the company is well placed to undertake an investment that maximises long-term returns rather than prioritising immediate cash recovery. The consistently negative Cash Conversion Cycle further supports this approach, as efficient working capital management reduces pressure on short-term liquidity and allows management to focus on investments that generate sustainable value over time.
Selecting Project C therefore reflects both the quantitative appraisal results and Accor's broader financial strategy. Rather than pursuing the quickest financial return, the company would be investing in an opportunity that strengthens long-term profitability, enhances shareholder value and supports sustainable business growth.
[bookmark: _Toc237465505]Non-Financial Considerations
Financial appraisal provides an important basis for investment decisions, but it should not be the sole determinant of project selection. Before approving any major investment, Accor should also evaluate several non-financial factors that may influence the project's long-term success.
The following considerations are particularly important:
· Political and economic stability in the target market, as regulatory changes or economic uncertainty may affect future returns. 
· Customer demand and brand loyalty, ensuring that the investment supports changing consumer expectations and strengthens Accor's market position. 
· Technological developments, including the ability of the investment to support digital innovation and improve operational efficiency. 
· Environmental and ESG objectives, ensuring that future investments align with Accor's sustainability commitments and stakeholder expectations. 
· Operational capability, including the availability of skilled employees and management expertise required to deliver the project successfully. 
These factors complement the financial appraisal by reducing implementation risk and improving the likelihood that the investment will deliver sustainable long-term benefits. Considering both financial and non-financial criteria enables management to make more balanced strategic decisions while protecting shareholder interests.
When these strategic considerations are evaluated alongside the financial appraisal results, Project C continues to represent the most suitable investment for Accor. Its strong long-term financial returns, combined with the company's improving financial position and commitment to sustainable growth, make it the option most closely aligned with Accor's future strategic objectives.
[bookmark: _Toc237465506]Capital Rationing Decision
Where investment funds are limited, organisations must allocate available capital to the combination of projects that delivers the greatest financial benefit. In this scenario, Accor is restricted to a maximum investment of £100 million, allowing only two of the three proposed projects to be undertaken. Capital rationing therefore requires management to compare the overall value created by each possible investment combination rather than assessing projects individually.
The capital rationing analysis demonstrates that the combination of Projects B and C provides the strongest overall outcome. Although Project B does not achieve the highest long-term return when assessed independently, its relatively stable cash inflows complement the higher value generated by Project C. Together, the two projects produce the most favourable combined financial result within the available investment budget, making them the preferred allocation of capital.
This recommendation also aligns with Accor's financial position established earlier in the report. The company's improving profitability, stronger operating cash flow and efficient working capital management indicate that sufficient financial capacity exists to support two strategically important investments while maintaining financial stability. Selecting Projects B and C enables Accor to balance financial risk with long-term value creation, avoiding excessive concentration of investment in a single opportunity.
Capital rationing demonstrates that successful investment decisions should consider the performance of the overall investment portfolio rather than focusing exclusively on individual projects. By selecting the combination that maximises value within the available budget, Accor can strengthen future earnings while preserving the financial flexibility required to respond to changing market conditions.
[bookmark: _Toc237465507]Investment Recommendation
Based on the financial appraisal and strategic evaluation, Project C is recommended as the preferred standalone investment because it delivers the strongest long-term financial performance across the majority of appraisal techniques. Although its payback period is longer than Project B, the superior Net Present Value, Internal Rate of Return, Profitability Index and Accounting Rate of Return demonstrate greater potential to increase shareholder wealth over the life of the project.
Where capital is restricted to £100 million, the preferred investment portfolio consists of Projects B and C. This combination provides the most effective balance between stable cash generation and long-term value creation while remaining consistent with Accor's current financial position and strategic objectives.
The investment recommendation supports the broader findings of this report. Financial performance has strengthened considerably over the five-year period, working capital is managed efficiently, and the company's capital structure provides sufficient flexibility to support carefully selected investment opportunities. Maintaining this disciplined approach to capital allocation will enable Accor to pursue sustainable growth while continuing to enhance shareholder value.
[bookmark: _Toc237465508]Critical Reflection on AI Usage
6. [bookmark: _Toc237464083][bookmark: _Toc237464138][bookmark: _Toc237465509]
[bookmark: _Toc237465510]Tool Disclosure
The use of Artificial Intelligence (AI) throughout this assignment reflected the independent study activities completed each week rather than the preparation of the written report itself. As recorded in the AI acknowledgement, ChatGPT was primarily used to support the extraction, organisation and calculation of financial information from Accor's published annual reports. For example, one of the first prompts asked ChatGPT to "check carefully and make sure contents match an annual report" before extracting financial information. This was followed by prompts requesting the creation of a five-year income statement in Excel, the construction of a five-year balance sheet, and the extraction of a five-year cash flow statement, including a request to ensure that omitted financial values were added. Later independent study tasks involved prompts to calculate five-year financial ratios, produce an industry benchmark comparison, calculate the Cash Conversion Cycle (CCC) and develop investment appraisal models by calculating Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), Internal Rate of Return (IRR) and capital rationing. Throughout these activities, AI acted as a technical support tool to assist with preparing financial data and Excel models rather than generating the written analysis presented in this report.
6. [bookmark: _Toc237465511]Critical Evaluation of AI Output
Reviewing the weekly independent study tasks demonstrates that AI outputs frequently required further refinement before they could be relied upon. During the preparation of the five-year cash flow statement, an additional prompt was required because several financial values had been omitted from the initial output. Similarly, when developing the financial ratio analysis, a follow-up request asked ChatGPT to ensure that the figures "matched and made sense for me to review", highlighting the need to verify AI-generated calculations rather than accepting them immediately. The investment appraisal exercises also required the original Excel model to be expanded by adding Profitability Index (PI), Internal Rate of Return (IRR) and capital rationing calculations after the initial model had been completed. Producing more detailed Excel spreadsheets occasionally required several prompts and longer waiting times before suitable outputs were achieved. These experiences demonstrated that AI can improve efficiency, but only when its outputs are critically reviewed, compared with the published annual reports and checked using independent judgement before being incorporated into financial analysis.
[bookmark: _Toc237465512]Contribution Analysis
AI contributed primarily to the technical preparation of the financial analysis by assisting with data extraction, spreadsheet organisation and explaining financial calculations. My contribution extended beyond these technical tasks by independently reviewing the annual reports, checking the accuracy of financial figures and interpreting the results obtained from the completed financial models. The assessment of Accor's financial performance, evaluation of working capital management, recommendations for financial restructuring and justification of the preferred investment project were developed through my own analysis after reviewing the financial evidence. AI therefore supported the preparation of information but did not replace the critical thinking or decision-making required to evaluate the company's financial position. This distinction is consistent with the AI acknowledgement completed throughout the module, which records the specific technical tasks for which AI assistance was used.
[bookmark: _Toc237465513]Ethical and Professional Reflection
Completing the independent study tasks demonstrated that AI can be a valuable productivity tool when used responsibly and transparently. It reduced the time required to organise financial information, locate relevant data within annual reports and construct Excel-based financial models. At the same time, the experience highlighted that AI should not be viewed as a substitute for professional judgement. Financial recommendations based on inaccurate or unchecked information could lead to poor business decisions, making verification an essential part of the process. Maintaining transparency about how AI has been used, protecting the confidentiality of financial information and ensuring that outputs are independently verified are important professional responsibilities within finance. My experience throughout this assignment reinforced that AI is most effective when it supports technical tasks, while the responsibility for interpreting financial evidence and making strategic decisions remains with the individual.
[bookmark: _Toc237465514]Conclusion
This report evaluated Accor's financial performance between 2021 and 2025 from the perspective of the Chief Financial Officer (CFO), combining financial statement analysis, ratio analysis, working capital management, strategic restructuring and investment appraisal to assess the company's financial position and future direction.
The findings indicate that Accor has made a strong recovery following the disruption of the COVID-19 pandemic. Improvements in profitability, operational efficiency, operating cash flow and shareholder returns demonstrate that the company has strengthened its financial position while continuing to expand through its asset-light business model. Although challenges such as inflation, rising operating costs and economic uncertainty remain, the analysis suggests that Accor is financially resilient and well positioned to support sustainable long-term growth. The report also identified opportunities to strengthen financial performance through continued working capital discipline, targeted financial restructuring and investment in digital innovation. Based on the investment appraisal, Project C represents the preferred standalone investment because it offers the greatest long-term value, while the combination of Projects B and C provides the strongest outcome under the £100 million capital constraint. Together, these recommendations support future profitability, financial flexibility and shareholder value.
The critical reflection demonstrated that Artificial Intelligence can improve efficiency and support financial analysis when used responsibly. Nevertheless, professional judgement, independent verification and ethical decision-making remain essential to ensuring that financial recommendations are accurate, reliable and aligned with organisational objectives.
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[bookmark: _Toc237465516]Appendices
[bookmark: _Toc237465517]Appendix A – Five-Year Financial Statements
These appendices presents the financial statements used to assess Accor's financial performance over the five-year period from 2021 to 2025. The information has been extracted and summarised from Accor's published annual reports and provides the basis for the financial statement analysis discussed in Section 1.2 of this report.
Figure A1. Income Statement (2021–2025)
[image: ]
Figure A2. Statement of Financial Position (Balance Sheet) (2021–2025)
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Figure A3. Cash Flow Statement (2021–2025)asde
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[bookmark: _Toc237465518]Appendix B: Five-Year Financial Ratio Analysis (2021–2025)
The following table presents the detailed financial ratio calculations used to support the analysis in Section 1.3. The ratios have been calculated using data extracted from Accor's published annual reports.
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[bookmark: _Toc237465519]Appendix C – Cash Conversion Cycle (CCC) Analysis
This appendix presents the Cash Conversion Cycle (CCC) calculations used to evaluate Accor's working capital management over the five-year period from 2021 to 2025. The calculations include Inventory Days, Receivable Days, Payable Days and the resulting Cash Conversion Cycle, providing the supporting evidence for the analysis discussed in Section 2.2 of this report.
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[bookmark: _Toc237465520]Appendix D
This appendix presents the investment appraisal calculations used to evaluate the three proposed investment projects. The analysis includes the Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI), Internal Rate of Return (IRR) and capital rationing assessment. These calculations provide the supporting evidence for the investment recommendations discussed in Section 4 of this report.
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Operating Margin	2021	2022	2023	2024	2025	2.4047186932849369E-2	0.12855113636363641	0.15407436708860761	0.14020692115590441	0.1431104805816634	EBITDA Margin	2021	2022	2023	2024	2025	9.9818511796733213E-3	0.15980113636363641	0.198378164556962	0.19978594363182309	0.212803688597269	Net Profit Margin	2021	2022	2023	2024	2025	4.0834845735027221E-2	0.10085227272727269	0.1285601265822785	0.1171958615768819	8.8490867175031032E-2	



Capital Structure Ratios (2021–2025)

Interest Coverage	
0.48623853211009183	6.4642857142857144	7.79	6.338709677419355	4.9207317073170733	Debt-to-Equity	
2021	2022	2023	2024	2025	0.51183431952662717	0.48350439882697949	0.4756166446996799	0.57615651855915162	0.77485690057239776	Debt Ratio	
2021	2022	2023	2024	2025	0.2570340793016993	0.22521984120208319	0.22419455045708711	0.26134195902795049	0.31122275204359667	




Strategic financial performance

Operating Profit (€m)	2021	2022	2023	2024	2025	53	543	779	786	807	Net Profit (€m)	2021	2022	2023	2024	2025	85	402	633	610	449	Operating Cash Flow (€m)	2021	2022	2023	2024	2025	-234	511	669	733	810	
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Financial 

Ratio (2025)

Accor Marriott Hilton

Best 

Performer

Benchmark Analysis

Return on 

Equity 

(ROE)

10.58% N/A* N/A*Accor

Marriott and Hilton have negative/very low book 

equity due to extensive share buybacks, making 

ROE less meaningful for comparison.

Return on 

Assets 

(ROA)

4.25% 11.81% 12.50%Hilton

Hilton and Marriott generate significantly higher 

returns from their asset bases than Accor. (Stories 

From Hilton)

Price / 

Earnings 

(P/E)

29.95 32.73 36.1Hilton

Hilton commands the highest market valuation, 

while Accor trades at a slightly lower earnings 

multiple. (Yahoo Finance)

Operating 

Margin

14.31% 15.80% 16.20%Hilton

Hilton demonstrates the strongest operating 

profitability, with Accor remaining competitive. 

(Stories From Hilton)

Operating 

Cash Flow

€810m US$3.20bn US$2.70bnMarriott

Marriott generates the largest operating cash flow 

because of its greater global scale. (MoneyWeek)

Free Cash 

Flow

€613m US$2.20bn US$1.90bnMarriott

Marriott's asset-light model supports stronger free 

cash flow generation. (MoneyWeek)
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Item (€m) 2021 2022 2023 2024 2025

Revenue 2204 4224 5056 5606 5639

Operating Expense -2182 -3549 -4053 -4486 -4439

EBITDA 22 675 1003 1120 1,200

Depreciation & Amortization -249 -228 -279 -341 -330

Operating Profit 53 543 779 786 807

Net Financial Expense -109 -84 -100 -124 -164

Profit Before Tax 159 502 679 850 651

Income Tax 69 -76 -39 -193 -152

Net Profit (Group Share) 85 402 633 610 449
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Item (€m) 2021 2022 2023 2024 2025

ASSETS

Goodwill 2053 2282 2340 2398 2349

Other Intangible Assets 3112 3128 3156 3197 3027

Property, Plant & Equipment 230 305 416 372 355

Right-of-use Assets 318 430 689 680 566

Equity-accounted Investments 898 1012 988 1367 1405

Other Non-current Financial Assets 595 438 310 373 425

Deferred Tax Assets 192 193 229 268 272

Trade Receivables 631 794 824 803 829

Cash & Cash Equivalents 1666 1643 1283 1244 1205

Total Assets 10769 11713 11267 12057 11744

EQUITY & LIABILITIES

Shareholders' Equity 5,408 5456 5311 5469 4717

Non-current Financial Debt 2,486 2261 1887 2524 3116

Non-current Lease Liabilities 282 377 639 627 539

Deferred Tax Liabilities 505 540 491 503 484

Total Equity & Liabilities 10769 11713 11267 12057 11744
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Cash Flow Statement (€m) 2021 2022 2023 2024 2025

Operating Activities

EBITDA 22 675 1003 1120 1200

Interest received/(paid) -83 -75 -59 -62 -65

Income tax paid -36 -65 -144 -177 -214

Non-cash revenue and expenses included in EBITDA 39 49 43 41 41

Funds from (used in) operations -49 584 843- -

Decrease/(Increase) in working capital 34 18 -29 18 -121

Decrease/(Increase) in contract assets and liabilities -73 39 12 -97 10

Net cash flows from recurring operating activities -88 640 826- -

Cash received/(paid) on non-recurring items -146 -129 -129- -

Net cash flows used in operating activities of discontinued operations 0- -28 0-

Net Cash Flows from Operating Activities (A) -234 511 669 733 810

Investing Activities

Acquisition of subsidiaries, net of cash acquired -9 -82 -85 -47 -66

Acquisition of property, plant & equipment and intangible assets (CapEx) -82 -111 -254 -293 -197

Acquisition of equity-investments and non-current financial assets -248 -133 -84 -235 -77

Loans granted to third parties -15 -17 -55 111 -90

Proceeds from disposal of subsidiaries -7 7 106 63 -8

Proceeds from disposal of equity-investments and non-current financial assets 248 158 371 25 60

Net Cash Flows from Investing Activities (B) -113 -157 16 -358 -331

Financing Activities

Increase/(Decrease) of rights granted over share capital 0 2 0 3 1

Coupons on perpetual subordinated bonds -35 -35 -45 -35 -64

Dividends paid -1 -12 -297 -298 -327

New loans issued 2204 1558 1020 2442 2675

Repayment of loans -2517 -1977 -1179 -2123 -2014

Repayment of lease liabilities -88 -73 -100 -106 -113

Changes in other short-term debts -18 -5 -12 -20 1

Net Cash Flows from Financing Activities (C) -456 -381 -1045 -400 -494

Cash Position

Effect of changes in exchange rates 26 -8 -15 -15 -36

Net Change in Cash & Cash Equivalents -777 -27 -359 -25 -15

Cash & cash equivalents at beginning of year 2419 1658 1625 1279 1236

Fair value restatement 26- - - 3

Reclassification from assets held for sale -11 1 29 -2 -6

Cash & cash equivalents at end of year 1658 1625 1279 1236 1205
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Ratio Formula 2021 2022 2023 2024 2025 Trend

Operating Margin Operating Profit/Revenue 2.40% 12.86% 15.41% 14.02% 14.31%

EBITDA Margin EBITDA/Revenue 1.00% 15.98% 19.84% 19.98% 21.28%

Net Profit Margin Net Profit/Revenue 4.08% 10.09% 12.86% 11.72% 8.85%

Asset Turnover Revenue/Total Assets 0.20 0.36 0.45 0.46 0.48

Fixed Asset Turnover Revenue/PPE 9.58 13.85 12.15 15.07 15.88

Debt-to-Equity Debt/Equity 0.51 0.48 0.48 0.58 0.77

Debt Ratio Debt/Assets 25.70% 22.52% 22.42% 26.13% 31.12%

Interest Coverage Operating Profit/Interest 0.49 6.46 7.79 6.34 4.92

Equity Ratio Equity/Assets 50.22% 46.58% 47.14% 45.36% 40.17%

Return on Equity 

(ROE)

Net Profit ÷ Shareholders' 

Equity ×100

1.98% 7.81% 12.24% 12.01% 10.58%↑

Return on Assets 

(ROA)

Net Profit ÷ Total Assets 

×100

0.84% 3.64% 5.82% 5.45% 4.25%↑

Price / Earnings (P/E) 

Ratio

Share Price ÷ EPS 149.74 16.68 15.52 20.1 29.95→

Operating Cash Flow 

Ratio

Operating Cash Flow ÷ 

Current Liabilities

0.09 0.18 0.24 0.26 0.29↑

Free Cash Flow 

Margin

(Operating Cash Flow − 

CapEx) ÷ Revenue ×100

−6.90% 9.47% 18.25% 18.30% 10.87%↑
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CCC Analysis 2021 2022 2023 2024 2025

Revenue 2204 4224 5056 5410 5606

Cost of Goods Sold 54 82 126 134 126

Inventory 9 19 36 39 34

Trade Receivables 697 794 824 803 829

Trade Payables 441 489 515 557 526

Inventory Days 60.83 84.57 104.29 106.23 98.49

Receivable Days 115.43 68.61 59.49 54.18 53.98

Payable Days 2980.83 2176.65 1491.87 1517.2 1523.73

Cash Conversion Cycle (CCC) -2804.57 -2023.46 -1328.09 -1356.79 -1371.26
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Project Initial Investment (£m)Year 1 Year 2 Year 3 Year 4 Year 5 Discount Rate

A 50 10 12 14 10 8 0.08

B 50 11 11 11 11 11 0.08

C 50 5 10 20 25 5 0.08

Project Payback (Years) ARR % NPV (£m) IRR % Profitability Index

Project A 4.5 1.6 -6.544059419 0.027219685 0.869118812

Project B 4.55 2 -6.080189592 0.032634958 0.878396208

Project C 3.6 6 0.858324958 0.085867557 1.017166499

Payback Period Working

Project A Cash Flows -50 10 12 14 10 8

Cumulative -50 -40 -28 -14 -4 4

Project B Cash Flows -50 11 11 11 11 11

Cumulative -50 -39 -28 -17 -6 5

Project C Cash Flows -50 5 10 20 25 5

Cumulative -50 -45 -35 -15 10 15
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