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Financial performance and management
[bookmark: _Toc234602482]Introduction 

When assessing an organization's operational effectiveness, financial stability, and long-term sustainability, financial analysis is essential. Financial performance evaluation helps management and investors to recognise strengths, flaws, dangers, and prospects for future growth for multinational firms functioning in fiercely competitive and unstable industries. Due to the industry's sensitivity to economic cycles, consumer spending patterns, geopolitical instability, inflation, and technological innovation, financial analysis is especially crucial in the hospitality sector (Brealey et al., 2020).
With its headquarters located in Paris, Accor is one of the biggest international hospitality groups in the world. This report offers a thorough evaluation of its financial health. Accor oversees a diverse portfolio of luxury, premium, midscale, and economy brands, such as Sofitel, Novotel, and ibis, and runs more than 5,800 hotels in more than 110 countries. By concentrating more on management and franchise agreements to increase profitability and capital efficiency, the company has established a strong worldwide presence through its asset-light business model (Accor, 2025).
This financial health check's objective is to assess Accor's financial performance over the previous five years (2021–2025) by carefully examining its financial statements and important financial ratios. Profitability, liquidity, efficiency, gearing, investment, and cash flow are the six main ratio categories covered by the research. These statistics provide insight into the company’s operational success, liquidity position, debt management, shareholder returns, and overall financial resiliency. The research also highlights important financial trends, strategic advantages, and new risks that could affect Accor's success in the future.
Additionally, this research evaluates Accor's relative standing in the worldwide hotel business by comparing its liquidity ratios with industry benchmarks. This kind of comparative analysis aids in determining whether the company's short-term solvency and working capital management are in line with industry standards. In an increasingly competitive and constantly developing hospitality business, the results of this financial health evaluation serve as a basis for assessing Accor's financial stability and guiding future strategic decision-making.
[bookmark: _Toc234602483]Table 1 Five-Year Financial Summary
	Financial indicator (€ Million)
	2021
	2022
	2023
	2024
	2025

	Revenue 
	2,204
	4,224
	5,056
	5,606
	5,639

	Net profit
	85
	392
	633
	610
	451

	Recurring EBITDA
	416
	675
	1,003
	1,060
	1,201

	RevPAR Growth (%) 
	28
	49
	17
	5
	4.2



Table 1 summarises Accor's financial performance over the last five years. The data show a substantial rebound in revenue and EBITDA following the COVID-19 pandemic, although net profit decreased in 2025 due to rising costs and one-time factors.

[bookmark: _Toc234602484]1. Analysis of Ratios


Accor's performance in six important areas profitability, liquidity, efficiency, gearing, investment, and cash flow is assessed using financial ratio analysis.

2.1 Ratios of Profitability

Margin of Net Profit

Formula:
Net Profit Margin=Net Profit÷ Revenue​×100
For 2025:
= 451 / 5639 × 100
= 8.0%
Stronger occupancy rates and revenue growth contributed to a significant improvement in profit margin from 2021. However, the drop between 2023 and 2025 points to margin compression brought on by inflationary pressures. Accor is still competitive when compared to the industry average of roughly 6–8% (PwC, 2025).
[bookmark: _Toc234602485]Operating Margin
Formulas 
Operating Margin=Operating Profit÷ Revenue​×100
2025:
= 812 / 5639 × 100
= 14.4%
This shows excellent cost control and operational efficiency. When compared to hotel groups that hold substantial physical assets, the company's franchise-heavy structure offers higher profitability.
[bookmark: _Toc234602486]Return on Capital Employed (ROCE)
Formula:
ROCE=Operating Profit ÷ Capital Employed​×100
During the recovery, Accor's ROCE increased gradually, suggesting greater long-term capital utilisation. Stronger capital allocation and better returns for investors are indicated by rising ROCE (Brealey et al., 2020).

Although inflation jeopardises margin sustainability, overall profitability ratios show a robust improvement.
[bookmark: _Toc234602487]2.2 Liquidity Ratios
Accor's capacity to fulfil immediate obligations is gauged by liquidity ratios.
[bookmark: _Toc234602488]Current Ratio
Formula:
Current Ratio=Current Assets ÷ Current Liabilities
In recent years, Accor's current ratio has stayed between 0.90 and 1.00.

Because short-term liabilities are greater than short-term assets, a ratio less than one typically denotes liquidity strain. However, because they negotiate delayed supplier payments while receiving client payments quickly, hospitality businesses sometimes have lower current ratios.
[bookmark: _Toc234602489]Quick Ratio
Formula 
Quick Ratio=Current Assets—Inventory÷ Current Liabilities
Quick ratio estimate: 0.75–0.85

This implies a moderate risk of liquidity. Hospitality businesses typically maintain low inventories, which lessens liquidity problems even though they are not perfect by conventional financial criteria.
[bookmark: _Toc234602490]Industry Benchmark Comparison
[bookmark: _Toc234602491]Table 2 Industry average liquidity ratio
	Ratio 
	Accor 
	Industry Average

	Current Ratio
	0.95
	1.1—1.3

	Quick Ratio
	0.80
	0.9—1.1



Accor's liquidity is marginally lower than that of rivals like Marriott International and InterContinental Hotels Group. This suggests a potential susceptibility to travel shocks or abrupt economic downturns (Deloitte, 2025). Liquidity is still one of Accor's biggest financial threats.
[bookmark: _Toc234602492]2.3 Ratio of Efficiency

Efficiency ratios assess operational productivity and asset utilisation.
Formula:
Asset turnover= Revenue ÷ Total Assets 
Due to an increase in management contracts and a recovery in occupancy, Accor's asset turnover considerably improved. Increased asset turnover indicates effective asset use. Revenue production per euro of assets has increased because of Accor's growing use of an asset light business.
[bookmark: _Toc234602493]Receivable Turnover
Formula 
Receivable turnover= Credit sales ÷ Average Receivable
Efficient collection from corporate clients and travel agencies is indicated by a high turnover of receivables. Accor gains from digital booking systems and instant guest payments, which increase cash conversion.

[bookmark: _Toc234602494]Occupancy Efficiency

Additionally, hospitality uses RevPAR (Revenue per Available Room) and occupancy to gauge efficiency. In 2025, Accor's RevPAR rose by 4.2%, indicating improved pricing power and occupancy recovery (Accor, 2026). Efficiency ratios show strong demand management and increase operational productivity.
[bookmark: _Toc234602495]2.4 Gearing Ratios
Long-term financial risk is evaluated using gearing ratios.
[bookmark: _Toc234602496]Debt To-Equity-Ratio
Formula 
Debt to equity=Total Debt ÷ Shareholder’s Equity
Accor’s debt is elevated because of pandemic-era borrowing and expansion funding.

1.3–1.5 is the estimated debt-to-equity ratio.

Reliance 1. Because borrowing costs are increased by rising interest rates, high gearing raises financial risk.
[bookmark: _Toc234602497]Interest Coverage Ratio
Formula 
Interest coverage=operating profit ÷ Interest Expense
Accor can more easily fulfil its debt servicing commitments since increased profitability has boosted interest coverage. High leverage is still a strategic risk, though, particularly when travel demand is declining. High global interest rates may continue to put pressure on leveraged enterprises, according to IMF predictions (IMF, 2025).
[bookmark: _Toc234602498]2.5 Investment Ratios
Investment ratios evaluate the production of shareholder value.
[bookmark: _Toc234602499]Earnings per share (EPS)
Formula 
EPS= Net profit-preference Dividend ÷ Number of Share
Due to lower net income, Accor's earnings per share in 2025 was roughly €1.62, down from €2.33 in 2024 (Accor, 2026). Falling Earning per share may concern shareholders because it diminishes earnings attributable to each share.
[bookmark: _Toc234602500]Dividend Per Share (DPS)
In 2025, Accor paid a €1.35 dividend per share, demonstrating management's faith in the company's ability to generate cash. Consistent dividend payments draw in long-term investors and boost investor trust.
[bookmark: _Toc234602501]Price To Earnings Ratio
In relation to earnings, an increasing P/E indicates that investors are optimistic about future growth, particularly in the luxury and lifestyle sectors. Investment ratios show robust long-term growth potential and moderate shareholder returns.
[bookmark: _Toc234602502]2.6 Cash Flow Ratios
Because profit does not necessarily equate to liquidity, cash flow analysis is crucial.
[bookmark: _Toc234602503]Operating cash flow ratio
Formula 
Operating cash flow ratio= operating cash flow ÷ current liabilities
The following factors considerably improved Accor's operating cash flow:

Increased occupancy
Improved online reservations
Reduced capital expenditure

Resilience to economic shocks is enhanced by strong operating cash flow.
[bookmark: _Toc234602504]Free Cash Flow
Formula
Free cash flow= operating cash flow — capital expenditure
When free cash flow is positive, the business can:

Cut back on debt
Distribute dividends
Expansion of funds
Invest in sustainability and AI

Future strategic investments are supported by Accor's positive cash generation.
[bookmark: _Toc234602505]Table 3 Ratio Analysis
	Ratio 
	2021
	2022
	2023
	2024
	2025
	Trend 

	Net profit margin
	
	
	
	
	8.0%
	Improving then slight decline

	Current Ratio
	
	
	
	
	
	Stable 

	Quick ratio
	
	
	
	
	
	Stable 

	Asset Turnover
	
	
	
	
	
	Improving 

	Debt to equity 
	
	
	
	
	
	High gearing 

	Interest cover
	
	
	
	
	
	Improving 

	EPS (€)
	
	
	
	
	
	Positive 

	Operating cash flow Ratio
	
	
	
	
	
	Strong 


 

[bookmark: _Toc234602506]3. Trends, Advantages, and Possible Threat
[bookmark: _Toc234602507]Strength
Over the previous five years, Accor has shown a number of strategic and financial advantages. Following the worldwide tourist rebound following the COVID-19 pandemic, the corporation had robust revenue growth, bolstered by increasing occupancy rates and higher accommodation pricing (Accor, 2025). By lowering capital requirements and boosting profitability and cash generation, its asset-light company strategy has increased operational efficiency (Brealey, Myers, and Allen, 2020). Additionally, Accor's presence in over 110 countries and a diverse portfolio of hotel brands help it become less dependent on any one market and improve its competitiveness in the global hospitality sector.
[bookmark: _Toc234602508]Potential threat
Accor faces several financial concerns despite its robust recovery. The company's short-term financial flexibility is shown by its liquidity ratios, which are still marginally below the industry average. Relatively high debt levels may make one more vulnerable to rising finance expenses and interest rates. Operating costs are still under pressure from inflation, especially labour and energy prices, and there are still difficulties due to growing competition from online travel agents and digital lodging platforms. Additionally, any slowdown in the world economy or geopolitical unrest could lower demand for travel and have a detrimental impact on the company's future financial results (IMF, 2025; Deloitte, 2025).
[bookmark: _Toc234602509]Conclusion

Overall, Accor has demonstrated a solid financial recovery over the last five years, with significant increases in revenue, EBITDA, and profitability. Profitability and efficiency ratios show outstanding operational performance underpinned by an asset-light business and a global brand portfolio. However, liquidity remains slightly lower than industry averages, and excessive gearing exposes the company to financing risk. Despite these obstacles, Accor's robust cash flow production and resilient market positioning indicate that it is financially solid and capable of financing future strategic investments in digital transformation and long-term growth.

[bookmark: _Toc234602510]Working Capital Management Analysis
[bookmark: _Toc234602511]Introduction
Working capital management is an important area of corporate finance management since it guarantees that an organization has enough liquidity to meet its short-term obligations while running its day-to-day activities. Effective management of current assets and liabilities allows organisations to optimise cash flow, reduce financing costs, and maximise shareholder value. In the hospitality business, where cash flows fluctuate based on seasonal demand and economic conditions, effective working capital management is critical. Maintaining a right balance between liquidity and profitability is critical for Accor's long-term growth and operational resilience (Ross et al,. 2022).
[bookmark: _Toc234602512]Assessment Of the Cash Operating Cycle
The cash operational cycle, also known as the cash conversion cycle (CCC), is the time it takes for a corporation to turn its working capital investment into cash from operations. It is made up of three major components: inventory days, receivable days, and payable days. A shorter or negative cash conversion cycle is often regarded as advantageous because it signifies that a company obtains cash from customers before payments to suppliers are due (Brigham and Ehrhardt, 2023).
[bookmark: _Toc234602513]Strategies for Improving Liquidity through Working Capital Reform
Accor's working capital position is relatively robust, although further improvements could improve liquidity and financial flexibility during moments of economic turmoil. One major strategy is to improve receivables management by making greater use of artificial intelligence and predictive analytics. AI-powered credit management solutions can identify consumers who are more likely to delay payments, automate invoice reminders, and increase collection performance. A faster collection of outstanding receivables would reduce the cash conversion cycle and boost operating cash flow (Atrill, 2022).
A second idea is to further digitalise inventory management. While inventory makes up only a small fraction of Accor's current assets, eliminating food waste and improving purchase accuracy can result in significant cost reductions across thousands of hotel sites. Hotels can optimise supply levels while preserving service quality by using technologies such as real-time inventory monitoring, automated procurement systems, and demand forecasting software. These enhancements eliminate needless working capital investment and assist sustainability goals by reducing waste creation (Chartered Institute of Procurement & Supply, 2023).
Accor might potentially improve its liquidity by continuing to negotiate attractive payment terms with suppliers while maintaining excellent supplier relationships. Extending payment terms without hurting supplier confidence allows the company to retain cash for a longer length of time, improving liquidity without increasing external borrowing. However, this technique must be executed properly to prevent harming long-term relationships or putting financial pressure on smaller suppliers.
Another significant adjustment would be to maintain higher levels of operational cash reserves through better cash forecasting. Advanced forecasting algorithms let management anticipate seasonal swings in occupancy rates, identify future financial shortages, and allocate resources more efficiently. Better forecasting minimises the need for emergency borrowing and increases financial resilience during times of low travel demand or unanticipated economic shocks (Arnold, 2020).
Finally, Accor should continue to invest in digital payment technology and mobile apps that encourage clients to pay in advance of their arrival. Early receipt of consumer payments boosts cash inflows, increases liquidity, and decreases dependency on short-term financing. As digital payment acceptance grows globally, these solutions offer both operational and financial advantages.
[bookmark: _Toc234602514]Comparing Short-Term and Long-Term Financing Options
Working capital requirements can be met with either short-term or long-term financing, depending on the nature of the organization's funding needs. Bank overdrafts, revolving credit, trade credit, and commercial paper are common forms of short-term financing. These financing alternatives are often less expensive at first and offer greater flexibility in handling transitory cash flow swings. Short-term borrowing is an effective way for hospitality organisations with seasonal demand to finance temporary increases in working capital during peak trading periods (Watson and Head, 2020).
Short-term financing, on the other hand, exposes businesses to refinancing risk and rising interest rates because loans must be renewed regularly. During times of economic uncertainty or tightening monetary policy, access to short-term financing may become more expensive or restricted. Excessive reliance on short-term debt can erode financial stability and raise liquidity risk.
Long-term financing consists of corporate bonds, bank loans, lease financing, and equity capital. Although long-term financing has higher initial costs, it gives better financial certainty by locking in cash for several years. Long-term funding is ideal for strategic expenditures such as hotel growth, digital transformation, sustainability initiatives, and global expansion. Accor has previously enhanced its long-term financial position by issuing sustainability-linked bonds and providing committed credit facilities, allowing it to finance future expansion while aligning financing decisions with its environmental and governance goals.
Given Accor's global operations and long-term growth plan, a balanced finance strategy is the best fit. Short-term financing should continue to cover seasonal working capital needs and transient cash flow variations, while long-term financing should be saved for strategic investments, acquisitions, and technological innovation. Maintaining this equilibrium lowers refinancing risk, protects liquidity, and promotes long-term wealth growth. This technique also improves financial flexibility by guaranteeing that the company has access to appropriate funding sources under a variety of economic scenarios.
[bookmark: _Toc234602515]Conclusion 
Overall, Accor displays great working capital management through its asset-light operating strategy, efficient receivables collection, and solid supplier relationships. Regardless of periodic swings in working capital, the company's relatively short cash operating cycle and constant generation of free cash flow indicate excellent liquidity management. Nonetheless, additional advancements in digital receivables management, inventory optimisation, cash forecasting, and supplier payment schemes may increase liquidity and operational efficiency. A balanced financing approach that combines flexible short-term funding with stable long-term capital will increase Accor's financial resilience and offer a solid foundation for future global expansion.

[bookmark: _Toc234602516]3. Strategic Financial Restructuring Plan
[bookmark: _Toc234602517]Introduction
Strategic financial restructuring is an important process that allows businesses to enhance financial performance, increase competitiveness, and produce long-term shareholder value. For multinational hotel organisations like Accor, restructuring is about more than just lowering financial risk, it's also about boosting operational flexibility and promoting long-term growth. Given the challenges of inflation, rising interest rates, geopolitical uncertainty, and shifting consumer expectations, Accor must pursue financial solutions that strengthen its resilience while maintaining its position as one of the world's leading hospitality organisations. A well-designed restructuring strategy should optimise the company's capital structure, increase cash generation, and ensure that future investments support both financial and environmental sustainability (Damodaran, 2021).
[bookmark: _Toc234602518]Financial Restructuring Options
Earnings from divestitures could be transferred to high-growth markets like Asia-Pacific and the Middle East, where demand for international hospitality brands is increasing. This technique increases return on invested capital while lowering financial risk by limiting the company's exposure to swings in property values and maintenance costs (Accor, 2026).

A second restructuring method is debt optimisation, which involves refinancing current borrowings. Despite Accor's remarkable financial recovery from the COVID-19 outbreak, rising global interest rates have raised the cost of borrowing. Extending loan maturities would lessen refinancing risk while still providing enough liquidity to promote worldwide expansion and technical innovation (Berk and DeMarzo, 2023).
Another suggestion is to inject targeted equity through retained earnings and selective share issuance if significant acquisitions or strategic investments are required. While issuing new shares may dilute existing shareholders' ownership in the short term, it also lessens the company's reliance on debt financing and strengthens its balance sheet however, equity financing should only be utilised if the expected benefits from future investments outweigh the probable dilution of shareholder earnings (Gitman et al,. 2021).
Strategic alliances and targeted acquisitions should also be part of Accor's restructuring plan. Rather than pursuing large-scale mergers that may pose integration challenges, Accor should continue to acquire complementary businesses that expand its hospitality ecosystem, such as travel services, premium lifestyle brands, and digital platforms. The recent acquisitions show the company's objective of increasing value-added services while retaining operational efficiency. Such investments diversify revenue streams and lessen reliance on traditional hotel revenue, thereby improving long-term competitiveness.
[bookmark: _Toc234602519]Effects on shareholder value, debt structure, and operational flexibility
The suggested restructuring approach is projected to provide significant value to shareholders. Divesting non-core assets boosts asset returns and allows management to direct cash toward higher-return projects. As investors increasingly choose companies with strong cash production and scalable business models, expanding the asset-light strategy could boost market confidence and potentially raise shareholder value in the long run. Furthermore, cutting interest-bearing debt through refinancing and selective asset sales would boost profitability by lowering finance costs, allowing for increased earnings per share and dividend sustainability (Damodaran, 2021).
The proposed restructure will also strengthen Accor's debt structure by restoring the balance of debt and equity financing. Lower leverage decreases financial risk while increasing the company's ability to weather future economic downturns or unanticipated disruptions in the global tourism industry. Improved creditworthiness may also allow Accor to get borrowing at more competitive interest rates, lowering its total cost of capital. Maintaining an appropriate capital structure is especially critical in the hotel industry, as business performance is heavily influenced by global travel demand and economic situations (Brealey et al,. 2020).
Operational flexibility would also improve significantly under the suggested reorganisation strategy. An asset-light operating model enables Accor to enter new markets without devoting considerable cash to property ownership. This adaptability helps management to respond more swiftly to shifting client preferences, technology innovation, and regional market trends. Furthermore, higher liquidity allows for greater investment in artificial intelligence, digital booking systems, and customer loyalty programs, all of which lead to improved operational efficiency and consumer experiences.
[bookmark: _Toc234602520]International and Ethical Considerations

As a multinational hospitality firm with operations in over 110 countries, Accor must carefully analyse international financial risks before implementing any restructuring strategy. Currency exchange rate volatility remains one of the most significant financial concerns, since the organization produces revenue and incurs expenses in several currencies. Exchange rate fluctuations can alter reported profitability, asset valuations, and cash flows. As a result, Accor should continue to use foreign exchange hedging instruments and diversify its regional revenue base to mitigate vulnerability to individual currency moves (Shapiro and Sarin, 2021).
International taxation is also a key factor. Accor must guarantee that their financial restructure conforms with all foreign tax requirements while maintaining transparent tax governance. Responsible tax planning should prioritise legal efficiency above aggressive tax avoidance, so protecting the company's reputation and preserving shareholder trust. Compliance with international regulations, particularly the OECD's corporate taxation efforts, lowers regulatory risk and demonstrates good business governance (OECD, 2024).
Inflation continues to pose issues for hospitality firms, including increased wage costs, energy prices, and food bills. Financial restructuring should therefore prioritise investments that increase operational efficiency and lower long-term operating costs. Digital technologies, automation, and energy-efficient hotel operations can help to mitigate inflationary pressures while maintaining profitability. Such investments also strengthen resilience during times of economic turmoil.
Environmental, social, and governance (ESG) factors have become critical to corporate financial strategy. Accor has strengthened its sustainability framework by expanding ESG reporting, increasing the share of eco-certified hotels, and enacting climate-related policies that encourage responsible business practices. Integrating ESG objectives into financial decisions improves access to sustainable funding, develops investor relationships, and boosts long-term business reputation. Although the company continues to have trouble in meeting some sustainability-linked funding targets, its dedication to comprehensive ESG reporting and ethical governance reflects a long-term focus on creating long-term value.
[bookmark: _Toc234602521]Conclusion 
Overall, Accor's financial restructuring approach should include extending its asset-light business model, refinancing debt, increasing equity where appropriate, and making chosen strategic acquisitions. These approaches would boost shareholder value by increasing profitability, lowering financing costs, and improving operational flexibility. At the same time, prudent management of currency risk, foreign taxation, inflation, and ESG duties will guarantee that financial restructuring is both globally sustainable and ethically responsible. By using this balanced strategy, Accor will be well positioned to preserve long-term financial sustainability while also achieving sustainable development in the highly competitive worldwide hospitality industry.

[bookmark: _Toc234602522]4. Investment Appraisal and Capital Budgeting
[bookmark: _Toc234602523]Introduction
Investment evaluation is a critical component of financial management because it allows businesses to assess the financial sustainability of long-term investment prospects before allocating considerable funds. Capital budgeting strategies assist managers in determining whether planned initiatives are likely to generate sufficient returns to maximise shareholder value while meeting the organization's strategic goals. Investment decisions are especially crucial for multinational hospitality organisations like Accor, as hotel developments, digital transformation projects, and worldwide expansion all need significant financial resources. As a result, investment decisions should include both financial performance and strategic risks to guarantee that capital is deployed efficiently (Arnold, 2020).
This section assesses three proposed investment projects using five well-known capital budgeting techniques: payback period (PBP), accounting rate of return (ARR), net present value (NPV), profitability index (PI), and internal rate of return (IRR). These techniques are then applied to recommend the best investment for Accor. The proposal also considers the company's financial performance, which includes profitability, liquidity, and cash flow, as well as non-financial risks including political uncertainty, customer loyalty, and market conditions.
[bookmark: _Toc234602524]Investment Project Evaluation

Each project requires an initial £50 million investment, with cash inflows estimated over a five-year period. The required rate of return is 8%, with depreciation calculated using the straight-line technique.

Annual Depreciation:

£50 million ÷ 5 = £10 million every year.

[bookmark: _Toc234602525]Payback Period (PBP)

The Payback Period determines how quickly the initial investment is returned through subsequent cash inflows. Although it is simple to grasp and useful for evaluating liquidity risk, it ignores the time value of money and cash flows that occur after the payback period (Brealey et al,. 2020).

	Project 
	Payback Period 

	Project A
	4.50 Years

	Project B
	4.55 Years

	Project C
	3.60 Years



Project C has the shortest payback period, returning its initial investment in about 3.6 years. This suggests lesser investment risk and faster capital recovery when compared to Projects A and B. Since Accor has previously recognised liquidity management as a key financial objective, faster investment recovery increases financial flexibility and reduces vulnerability to future economic instability.
[bookmark: _Toc234602526]Accounting Rate of Return (ARR)
Accounting Rate of Return calculates the average yearly accounting profit as a proportion of the average investment.
Formula 
ARR = Average Annual Profit ÷ Average Investment × 100
Average Investment
(£50 million + £0) ÷ 2 = £25million
	Project 
	ARR

	Project A
	3.2%

	Project B
	4.0%

	Project C
	12%



Project C has the highest accounting return since most of its cash inflows occur between Years 3 and 4. Although ARR overlooks the time value of money, it does provide useful information about predicted accounting profitability. The much larger ARR means that Project C will make a greater contribution to Accor's long-term profits.

[bookmark: _Toc234602527]Net Present Value (NPV)

Net Present Value is widely regarded as the most reliable investment assessment technique since it considers both the timing and value of future cash flows. A positive NPV implies that a project is likely to increase shareholder wealth, whereas a negative NPV shows that the investment should be avoided (Ross et al., 2022).

Using an 8% discount Rate:
	Project 
	NVP

	Project A
	-6.54%

	Project B
	-6.08%

	Project C
	+0.86%



The results show that only Project C has a positive net present value. This signifies that Project C is likely to increase shareholder value after covering the cost of capital. In contrast, both Projects A and B have negative NPVs, suggesting that their predicted returns are insufficient to compensate investors for the required rate of return.
[bookmark: _Toc234602528]Profitability Index (PI)

The Profitability Index calculates the value created per pound invested.
Formula 
PI = Present Value of Future Cash Flow ÷ Initial Investment 
	Project 
	PI

	Project A
	0.869

	Project B
	0.878

	Project C
	1.017



A PI greater than one implies a worthwhile investment. Project C is the only one with a PI greater than one, indicating that it adds more value than its initial investment. Both Projects A and B produce indices less than one, indicating that they do not meet Accor's necessary return.
[bookmark: _Toc234602529]Internal Rate of Return (IRR)
The Internal Rate of Return defines the discount rate at which a project's net present value (NPV) equals zero.
	Project 
	IRR

	Project A
	2.72%

	Project B
	3.26%

	Project C
	8.59%



Because Accor's needed rate of return is 8%, only Project C meets the investment criterion by producing an IRR that exceeds the company's cost of capital. Projects A and B should be rejected since their returns are significantly lower than the minimum acceptable threshold.

[bookmark: _Toc234602530]Summary of Investment Appraisal Result

	Technique 
	Project A
	Project B
	Project C

	Payback period
		4.50 years



	



	



	4.55 years
	3.60 years

	ARR
		3.2%





		4.0%



		12.0%




	NPV(£m)
		−6.54





		−6.08



		+0.86




	PI
		0.869




	



		0.878



	1.017

	IRR
		2.72%



	




	3.26%
		8.59%






Overall, Project C outperforms all main investment appraisal techniques. It has the shortest payback period, the highest accounting return, the only positive net present value, the highest profitability index, and an IRR that exceeds the needed rate of return.
[bookmark: _Toc234602531]Recommendation Based on Accor’s Financial Performance
Based on the financial analysis, Project C should be proposed to Accor. The company's most recent financial analysis showed increased profitability and good operating cash flow, but it also emphasised the significance of maintaining liquidity and lowering debt levels. Because Project C returns its investment faster than the alternatives, it helps Accor achieve its goal of maintaining stable cash flows while lowering financial risk.
Furthermore, Accor has progressively adopted an asset-light business model, emphasising high-return investments over capital-intensive expansion. Project C is consistent with this strategy because it provides the maximum financial return while increasing shareholder value. The positive NPV implies that the project is likely to boost the company's market value, which supports Accor's long-term goal of maximising shareholder wealth (Damodaran, 2021). Projects A and B should not be suggested because they both deplete shareholder value while meeting the company's needed rate of return. Despite reasonably consistent annual cash inflows, Project B's overall financial return remains lower than Accor's cost of capital. Similarly, Project A generates more early cash inflows than Project C but fails to generate enough overall value.
[bookmark: _Toc234602532]Non-Financial Risk
Financial analysis alone should not guide investing decisions. Accor works in over 110 countries, thus it is exposed to a variety of non-financial risks that may have an impact on project performance. Political risk continues to be an essential issue because changes in government policy, travel restrictions, and geopolitical instability can all have an impact on hotel occupancy and tourism demand. Investments in politically secure locations are thus more likely to produce predictable cash flows than initiatives in riskier markets.
Customer loyalty has a significant impact on investment performance. Accor's large reward programme promotes repeat bookings and improves client retention. Investments in digital customer experiences, sustainability initiatives, and premium hotel services are likely to increase consumer satisfaction and long-term revenue growth. Another crucial aspect to consider is environmental sustainability. Investors are increasingly favouring organisations with good ESG performance. Projects that incorporate energy-efficient technologies, carbon reduction initiatives, and sustainable hotel operations may boost business reputation while lowering long-term operating expenses. Macroeconomic risks, such as inflation and currency rate volatility, must also be considered. Rising labour and energy costs may diminish project profitability, while currency fluctuations may impact international investment returns. Any big investment choice should be supported by appropriate risk management methods, such as currency hedging and geographical diversity.
[bookmark: _Toc234602533]Capitol Rationing 
Assuming Accor's maximum investment budget is £100 million, it may only pursue two of the three planned initiatives. Capital rationing is allocating limited financial resources to projects that optimise shareholder value.

The potential project combinations are:
	Project 
	Total NPV (£m)

	Project A
	-12.62

	Project B
	-5.69

	Project C
	-5.22




Projects B and C have the greatest combined NPV of the various project combinations, making them the preferred choice if Accor is obliged to commit the entire £100 million. However, Project B still has a negative individual NPV, which means it does not meet the Net Present Value decision rule and would ordinarily be rejected because it lowers shareholder value (Damodaran, 2021). As a result, if the corporation is not required to spend the entire investment budget, the financially advantageous option would be to invest solely in Project C and save the remaining £50 million for future investment opportunities with positive NPVs. This approach would increase shareholder value, preserve cash, decrease excessive investment risk, and provide Accor more financial flexibility to respond to future strategic possibilities.

[bookmark: _Toc234602534]Conclusion 
Across all main investment appraisal approaches, Project C outperforms Projects A and B in terms of financial performance. It results in the shortest payback period, the largest accounting return, the only positive NPV, the highest profitability index, and an internal rate of return that exceeds Accor's necessary rate of return. These findings suggest that Project C would increase shareholder value while also assisting the company's rising profitability and strong cash creation. Projects B and C have the highest combined NPV under capital rationing if the entire investment budget is used. Nonetheless, from a shareholder wealth standpoint, Project C should be chosen as the preferred investment because it is the only one predicted to generate value above the company's cost of capital while supporting Accor's long-term financial and strategic objectives.

[bookmark: _Toc234602535]critical reflection on AI Use
Throughout the creation of this paper, Artificial Intelligence (AI) was used as a research assistance tool. ChatGPT was specifically utilised to identify key financial ideas, explain finance terms, and find appropriate academic and professional sources on Accor's financial performance, working capital management, financial restructuring, and investment assessment. AI was not used as the primary source of evidence, and all information obtained via AI was cross-checked against Accor's official annual reports, investor publications, and other credible academic sources before being included in this report, in accordance with the University's AI use guidelines.
To verify the accuracy and credibility of the information, every AI-generated research was validated against Accor's official website, published annual reports, and established academic literature. Financial data, ratio interpretations, and company-specific information were thoroughly checked against the original sources to ensure their accuracy. Where AI-generated responses were deemed to be excessively broad or lacking in reliable evidence, they were either adjusted or eliminated. This verification procedure eliminated the possibility of factual mistakes, logical errors, and AI hallucinations, ensuring that the material offered in this report was reliable and verifiable.
Although AI helped identify relevant research materials, I completed the financial analysis, interpretation of Accor's performance, investment appraisal, strategic recommendations, and conclusions based on my own understanding of financial management principles and evidence gathered from official reports and academic literature. The final content reflects my own critical judgement, which is supported by facts collected from credible and properly referenced sources.
The use of artificial intelligence in financial management provides substantial prospects to increase the efficiency of research and information collection. However, it creates serious ethical and professional issues. Financial professionals must maintain transparency in their usage of AI and never rely only on AI-generated data when making business choices. Confidential financial information should be kept secure in compliance with data protection regulations, and any AI-generated outputs should be independently checked before use. As a result, AI should be seen as a research assistance tool rather than a replacement for professional knowledge, critical thinking, and evidence-based decision-making.
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