Financial Performance Summary: FY21–FY25
Hospitality Sector – Five-Year Trend Analysis

Page 1: Core Performance & Profitability Metrics
Overview
This five-year review covers the period from the post-COVID-19 recovery through to sustained operational and financial strength. The business has completed a full turnaround from pandemic-related losses, delivering consistent, broad-based improvements across profitability, asset efficiency, cash generation, and valuation metrics. All trends reflect a strategy focused on revenue quality, cost discipline, capital efficiency, and balance sheet resilience.
Return on Equity (ROE)
Table
	FY21
	FY22
	FY23
	FY24
	FY25

	-12.4%
	10.1%
	15.3%
	18.7%
	20.2%


· Trend: The business moved from a double-digit loss in FY21 to consistent double-digit returns, rising steadily to a multi-year high of 20.2% in FY25. Growth has slowed only marginally in the latest year, indicating a maturing but still expanding profitability profile.
· Key Drivers: The initial recovery was driven by the removal of pandemic restrictions and rebounding demand. Subsequent gains stem from sustained margin expansion, improved asset utilisation, and targeted share buybacks that reduce the equity base while boosting per-share returns. Operational leverage – where revenue growth outpaces cost growth – has also been a core contributor.
· Implication: Returns to shareholders are now well above typical sector benchmarks, demonstrating effective use of investor capital and strong management of both operational and financial levers.
Return on Assets (ROA)
Table
	FY21
	FY22
	FY23
	FY24
	FY25

	-4.8%
	4.2%
	6.5%
	7.9%
	8.6%


· Trend: ROA tracks ROE closely, confirming that profitability improvements are rooted in better operational performance rather than increased financial leverage. After returning to positive territory in FY22, the metric has advanced steadily, with only modest deceleration in FY25.
· Key Drivers: Higher revenue per available room (RevPAR) – driven by stronger average daily rates and improved occupancy – is the primary top-line driver. This is complemented by tight cost control across labour, property, and overheads, plus disciplined capital allocation that prioritises high-return investments over unnecessary expenditure.
· Implication: Every pound invested in assets now generates significantly more value than in the immediate post-pandemic period. The business is maximising output from its existing asset base, reducing the need for large-scale capital spending to drive growth.

Page 2: Cash Generation & Valuation
Cash Flow Metrics
Table
	Metric
	FY21
	FY22
	FY23
	FY24
	FY25

	Operating Cash Flow Ratio
	0.81
	1.32
	1.47
	1.54
	1.58

	Free Cash Flow Margin %
	-3.2%
	4.7%
	7.2%
	8.1%
	8.5%


· Operating Cash Flow Ratio: This metric measures the ability of core operations to cover short-term liabilities. In FY21, operations did not generate enough cash to meet current obligations, requiring external support or reserve drawdowns. From FY22 onwards, the ratio has remained comfortably above 1.0, meaning operating cash fully covers all current liabilities, with surplus funds available for reinvestment, dividends, or debt reduction. Further gains have been modest in recent years, signalling that liquidity strength has stabilised at a robust level. Improvements come from rigorous working capital management – including tighter receivables terms and optimised inventory – alongside resilient consumer spending patterns.
· Free Cash Flow Margin: The business converted losses into positive free cash flow from FY22, with the margin more than doubling over three years before settling at 8.5% in FY25. This improvement reflects disciplined capital expenditure, where investment is focused on high-return upgrades rather than large-scale expansion, alongside top-line growth that translates directly into cash.
· Implication: Cash generation is now one of the business’s strongest attributes. Volatility associated with the pandemic has been eliminated, and the company has substantial financial flexibility to pursue strategic priorities without relying heavily on external financing.
Price-to-Earnings (P/E) Ratio
Table
	FY21
	FY22
	FY23
	FY24
	FY25

	N/A
	24.1x
	19.8x
	17.3x
	16.5x


· Trend: No meaningful valuation could be calculated in FY21 due to net losses. Post-recovery, the P/E ratio has compressed consistently, even as profitability has grown strongly.
· Key Drivers: Earnings have expanded faster than the share price has appreciated, bringing the valuation more in line with underlying performance. While the ratio still trades at a premium to the broader UK equity market, it has converged toward the average for high-quality hospitality peers, reducing relative overvaluation.
· Implication: The market has not yet fully re-rated the business to reflect its restored profitability and cash strength, creating potential upside for investors. The compression also signals that the share price is becoming more grounded in fundamental performance rather than sentiment-driven premium pricing.
Overall Conclusion
Over the five-year period, the business has transitioned from a pandemic-impacted loss-making entity to a profitable, cash-generative market leader. All core metrics confirm a sustainable improvement in performance, supported by operational excellence, prudent financial management, and favourable sector demand dynamics. While the pace of improvement has moderated in the most recent fiscal year, this reflects a stabilisation at elevated performance levels rather than a weakening in underlying fundamentals.
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