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Executive Summary

The financial health of InterContinental Hotels Group (IHG) was analysed for the period 2021-2025, considering its profitability, liquidity, working capital management, financial restructuring, and investment appraisal. After the pandemic recovery, IHG's revenues rose substantially and its net profit improved, in addition to the overall improvement in asset utilisation, the analysis found. However, key reasons given for the lack of liquidity ratios and negative shareholders' equity were the company's asset-light business model and its capital management rather than its operating performance. The report also considered the reasons why the company was utilizing working capital, as well as made some recommendations on how to boost cash flow, aspects of digital innovation and smart financing options. The Net Present Value (NPV) analysis showed that the investment project is financially viable and helps to generate a value adding investment. Finally, the report reiterated the importance of AI in data analysis, explaining that AI is improving the efficiency of the game of numbers, but protocols and systems have to be put in place to ensure the academic rigor and accuracy of the game of numbers.
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[bookmark: _Toc237518230]1. Introduction
InterContinental Hotels Group (IHG) is a worldwide hospitality group with a diverse portfolio of hotel brands and an asset-light business model, including franchising and management contracts. Financial statement analysis, ratio analysis and trend analysis will be used to determine IHG's financial viability in the period 2020 to 2024. It further examines working capital management, liquidity and financing strategies before proposing a strategic financial restructuring plan. Three investment projects are appraised using investment appraisal techniques, and then a critical reflection on the role of Artificial Intelligence in the preparation of this report is made.
[bookmark: _Toc237518231]2. Financial Health Check
[bookmark: _Toc237518232]2.1 Overview of Financial Performance
In the world of hospitality, even when the industry is uncertain, InterContinental Hotels Group (IHG) has shown a noticeable increase in financial recovery from 2020 to 2024. This time period is focused for the financial analysis. IHG's revenue grew from US$2,394 million in 2020 to US$4,923 million in 2024, with the significant recovery achieved after international travel re-opened and demand for leisure and business rooms picked up [Refer to Appendix 1]. Support from having a franchise and management contracts, coupled with the company's asset-light model have allowed revenue growth, without having to invest significantly into hotel ownership. During this period, profitability has also increased significantly. The net profit was negatively positioned in 2020 but quickly turned positive on a much larger basis in 2024 in line with recovering hotel demand and enhanced operating performance. This was also reflected in a growing ratio analysis, where Operating Profit Margin went from negative 6.39% in 2020 to 21.15% in 2024. Also, Net Profit Margin increased from negative 10.86% to 12.76%. IHG's asset utilisation also worked well, with Asset Turnover rising from 0.52x to 1.03x during the same timeframe. Liquidity, however, was an issue of concern, and the negative shareholders' equity remained as an issue with respect to certain traditional equity measures. Sharma et al. (2021) emphasised the crucial role of innovation and adaptability for enhancing the resiliency of a hotel during market disruptions. Overall, IHG's financial and post-pandemic recovery were very positive, with improving profit and more efficient asset use.
[bookmark: _Toc237518233]2.2 Ratio Analysis
The financial ratio analysis considered profitability, liquidity, operational efficiency, financial leverage and investment performance of IHG and gave a systematic evaluation of these areas. The analysis does not focus on each ratio separately, but instead classifies the ratios into five financial families for a holistic assessment of the financial position of the company. The ratios reflected IHG's consolidated financial statements 2020-2024 and illustrated IHG's recovery since the Covid-19 disruption, as well as ongoing liquidity and capital-structure issues. The Excel analysis yields robust results in profitability, asset utilisation and operating cash generation, though not as rosy in the case of liquidity which deteriorated towards 2024.
[bookmark: _Toc237518234]2.2.1 Profitability Ratios
The profitability family includes Gross Profit Margin, Operating Profit Margin and Net Profit Margin. These ratios indicate IHG's ability to generate gross profit, operating profit and net profit from revenue generated.

Figure 1: Profitability Ratio
(Source: Excel)
IHG's Gross Profit Margin remained relatively stable, declining from 85.21% in 2020 to 83.28% in 2021, before recovering to 83.35% in 2022, 83.95% in 2023 and 84.87% in 2024 [Refer to Appendix 3]. Successful cost control in the face of a changing operating environment. The Operating Profit Margin showed a stronger recovery, moving from -6.39% in 2020 to 16.99% in 2021, 16.14% in 2022, and peaking at 23.05% in 2023 before moderating to 21.15% in 2024. The large percentage gain is attributed to the restoration of hotel demand and IHG's successful profitability of the increase in its hotel investments. It was the asset-light business strategy, which relied heavily on franchising and management contracts, that has contributed to being profitable, too, without a great deal of capital tied up in hotels. Similarly, the Net Profit Margin improved significantly from -10.86% in 2020 to 9.12% in 2021, 9.66% in 2022 and 16.22% in 2023, before declining to 12.76% in 2024. This shows that overall profitability has recovered significantly from the pandemic. Tong-On et al. (2021) concluded that BI, data analytics boost hotel profitability by enhancing revenue management, forecasting and decision making. Moreover, Amoako et al. (2023) noted the impact of digital innovation on customer satisfaction and repeat bookings. In general, the three profitability indexes show robust recovery in the financial outcome, with 2024 showing risks of further cost reduction and revenue generation.
[bookmark: _Toc237518235]2.2.2 Liquidity Ratios
As inspired by the ideas of Gunawan (2023), liquidity ratios reflect a company’s current resourcing of short-term debt obligations with current assets. Current Ratio, Quick Ratio and Cash Ratios constitute liquidity ratios, which offer a more global perspective of IHG's ability to settle its short-term obligations.


Figure 2: Liquidity Ratio
(Source: Excel)
The Current Ratio increased from 1.20x in 2020 to 1.27x in 2021 and 1.09x in 2022, before declining to 0.97x in both 2023 and 2024 [Refer to Appendix 3]. Similarly, the Quick Ratio decreased from 1.20x in 2020 and 1.27x in 2021 to 1.08x in 2022 and 0.97x in 2023 and 2024. However, the small discrepancy is the inventory levels at IHG are reduced. The Cash Ratio showed greater deterioration, declining from 0.90x in 2020 and 0.89x in 2021 to 0.63x in 2022, 0.60x in 2023 and 0.52x in 2024. This signified lower day-to-day liquidity position in meeting short term debts. Crespí-Cladera et al. (2021) highlighted how critical effective liquidity control is in post-disruption hospitality firms. In summary, IHG's liquidity ratios were declining, suggesting good need to improve its short-term liquidity management, despite of cash flows generated by recurring fees.
[bookmark: _Toc237518236]2.2.3 Efficiency Ratios
Efficiency ratios include asset turnover and fixed asset turnover to measure how well IHG utilizes asset base to produce revenue.

Figure 3: Efficiency Ratios
(Source: Excel)
IHG's Asset Turnover improved consistently from 0.52x in 2020 to 0.60x in 2021, 0.87x in 2022, 1.02x in 2023 and 1.03x in 2024 [Refer to Appendix 3]. This is nearly doubled over the past five years, and shows IHG was more efficient at utilizing their facility to generate income. The Fixed Asset Turnover shows an even stronger improvement, rising from 9.39x in 2020 to 17.20x in 2021, 26.48x in 2022, 29.83x in 2023 and 32.93x in 2024. An exceptional ratio, in keeping with IHG's policy of keeping its assets light and the group making high levels of revenue from commercial franchise and management agreements. The results have therefore proved to show that IHG is making increasing revenues without proportionately building up their machine footprint. This offers a meaningful explanation of the impressive ROA and profitability accomplishment.
[bookmark: _Toc237518237]2.2.4 Leverage and Coverage Ratios
Interest Coverage Ratio and Debt-to-Equity Ratio are among the leverage and coverage family of ratios.

[bookmark: bookmark=id.dm5ac7j6ntub]Figure 4: Leverage and Coverage Ratios
(Source: Excel)
IHG's Interest Coverage Ratio improved significantly from -1.06x in 2020 to 3.36x in 2021, 5.32x in 2022 and 11.71x in 2023, before declining to 5.13x in 2024. The improvement signifies IHG improved dramatically in its financial contribution capacity from operating profit. The 2024 deprecation needs to be watched, but coverage is also good and significantly higher than the 2020 burrows. The Debt-to-Equity Ratio was negative throughout the period, measuring -2.27x in 2020, -2.20x in 2021, -1.75x in 2022, -1.84x in 2023 and -1.60x in 2024 [Refer to Appendix 3]. The ratio should not therefore use a conventional leverage benchmark as IHG had negative shareholders' equity for the period. Therefore, the negative ratio is primarily due to the business' capital structure, and not a negative debt to equity ratio. This resonates with the ideas of Lusiana et al. (2021) who believe that multiple financial indicators, not a single ratio, should be used to assess financial performance.
[bookmark: _Toc237518238]2.2.5 Investment and Cash Flow Ratios
The final ratio family is a composite ratio of ROE, ROA, P/E, Operating Cash Flow Ratio and Free Cash Flow Margin reflecting shareholder returns on assets, asset performance, market valuation and capability of generating money from cash.

Figure 5: Investment and Cash Flow Ratios
(Source: Excel)
The ROA improved from -5.63% in 2020 to 5.45% in 2021, 8.40% in 2022, and 16.61% in 2023, before declining to 13.14% in 2024. Even with the drop, ROA was considerably better than in 2020, indicating good asset utilisation. ROE is a ratio that is viewed with caution as negative shareholders' equity impacted the ratio (Saputra, 2022). In case of IHG, it declined from 15.62% in 2020 to -15.94% in 2021, -24.22% in 2022, -42.08% in 2023 and -29.47% in 2024 [Refer to Appendix 3]. These numbers are not to be taken as conventional shareholder returns. The P/E ratio was not meaningful in 2020, but reached 45.10x in 2021, 28.32x in 2022, 20.67x in 2023 and 32.42x in 2024, indicating changing market expectations. The operating cash flow ratio improved from 0.07x to 0.38x, and the free cash flow margin improved from 2.55% to 13.12% during 2020 to 2024. Overall, these findings showed higher profitability/return on assets and higher cash generation.
[bookmark: _Toc237518239]2.3 Trend Analysis
IHG's five-year ratio trends reflect a large bounce back in performance after COVID-19, with improvement in profitability, efficiency, financial coverage and cash generation. The profitability grew significantly, with Gross profit margin bouncing back to 84.87%, Operating profit margin at 21.15% and Net Profit margin at 12.76% in 2024 (Annual Report, 2020; Annual Report, 2024). Operating margins rebounded strongly after 2020 when both had negative scores, with the same thing happening for net margins. It shows that IHG has restored their business to profitable operations by building demand, through pricing and asset-light network. There was a dramatic increase in efficiency as well. Utilization of the company's asset base enhanced, as seen in the increase in the Asset Turnover and increase in the Fixed Asset Turnover from 0.52x in 2020 to 1.03x and 9.39x to 32.93x respectively in 2024 [Refer to Appendix 3]. Interest Coverage also improved, although not drastically, from -1.06x to 5.13x, and after hitting a high of 11.71x in 2023, showed signs of catching up with finance costs. Conversely, liquidity got reduced, as Current Ratio fell to 0.97x and Cash Ratio reduced from 0.53x to 0.52x in 2024. The cash-flow performance was better with Free Cash Flow Margin improving to 13.12%, however. The negative shareholder's equity had also continued to skew ROE and leverage ratios. During the pandemic, Sharma et al. (2021) identified that innovation and operational adaptability builds resilience in the Hospitality sector in times of uncertainty. Overall, IHG had greater profitability, efficiency and cash generation. However, liquidity and capital structure were areas of focus that needed to be monitored.
[bookmark: _Toc237518240]2.4 Strengths and Weaknesses
There were several strengths shown by IHG in the 5-year ratio analysis. The Gross Profit Margin for 2024 has returned to 84.87%, while Operating Profit Margin and Net Profit Margin have both maintained their strength at 21.15% and 12.76% respectively. Efficiency also greatly benefitted, as Asset Turnover rose to 1.03x and Fixed Asset Turnover grew to 32.93x, showing a cost-efficient usage of its asset-light business model. Moreover, Interest Coverage had improved to 5.13x in 2024, and Operating Cash Flow Ratio had jumped to 0.38x, showing a superior cash generation potential and the Free Cash Flow Margin was also positive at 13.12%. Amoako et al. (2022) noted that engendering collaboration among stakeholders can increase the sustainability and competitiveness of tourism organisations in the longer run. 
Despite these, there were crucial shortcomings for IHG. Current and Quick Ratios reduced down to 0.97x and 0.52x respectively, pointing to it having less liquidity in short-term. A negative shareholders equity also skewed ROE and Debt to Equity ratio causing the use of these ratios as traditional indicators of performance to be hindered. Furthermore, the Cash Conversion Cycle was negative in 2024 (-258.30 days), suggesting good working capital usage, but significant dependence on long credit periods with suppliers. Positive opportunities may be further impacted by external risk factors such as inflation, labor shortages, and climate related risks. Financial risks pose a growing threat to corporate financing and performance related to climate change (Zhou et al., 2023).
[bookmark: _Toc237518241]3. Working Capital Management Analysis
[bookmark: _Toc237518242]3.1 Cash Operating Cycle
	Working Capital Metric
	2020
	2021
	2022
	2023
	2024

	Inventory Days
	5.16
	3.00
	2.25
	2.46
	1.96

	Trade Receivable Days
	78.37
	72.07
	60.58
	58.41
	58.20

	Trade Payable Days
	480.48
	434.85
	392.60
	349.75
	318.46

	Cash Conversion Cycle (Days)
	-396.96
	-359.77
	-329.76
	-288.88
	-258.30


Table 1: Cash Operating Cycle Analysis
This was done through a numerical expected assessment of IHG's working capital efficiency calculations from the Cash Operating Cycle (CCC). It included inventory days, trade receivable days and trade payable days. As calculated, Inventory Days declined from 5.16 days in 2020 to 3.00 days in 2021, 2.25 days in 2022, 2.46 days in 2023 and 1.96 days in 2024. In addition, the Trade Receivable Days increased from 58.20 to 78.37 days over the same period. Meanwhile, Trade Payable Days decreased from 480.48 days in 2020 to 318.46 days in 2024. As a result, the CCC improved from -396.96 days to -258.30 days, but remained strong and negative for the entire period. This meant that IHG tended to be paid in cash-in-advance, effectively providing liquidity and easing their working-capital needs (Annual Report, 2024). Good supply chain coordination boosts operational resiliency and cash flow management (González-Torres et al. 2021). Therefore, these results illustrated high working-capital efficiency in line with IHG's asset-light strategy.
[bookmark: _Toc237518243]3.2 Liquidity Evaluation
Liquidity assessment is the reflection of the ability of IHG to meet its short-term debts and have enough financial resources for short-term business needs. Overall, the combined current ratio, quick ratio and cash ratio showed a general trend to deteriorate in the reviewed period. Results are not seen as a direct sign of immediate financial strain, but rather, in the context of IHG's asset-light operating model and robust cash generating ability. These ratios have slowly declined in 2024 to 0.97x in both the Current and Quick Ratios, which means they had slightly more current liabilities. The Cash Ratio fell even further to 0.52x, which revealed that cash on hand represented approximately half of current liabilities. Results of the present analysis showed the significance of effective cash flow planning and control of working capital (Annual Report, 2024). 
The negative Cash Conversion Cycle of -258.30 days in 2024 is especially significant as IHG made its operating cash generation before paying its suppliers. This minimizes the need to finance working capital requirements from outside sources, which buffets certain low liquidity ratios. Therefore, the standard measure of liquidity, 1.0x, is not a good criterion for liquidity. The high level of recurring franchise and management fee revenue also gives IHG a relatively predictable operating cash flow to support its short-term cash needs. However, covering everything on cash will mean that management keeps enough cash reserve and is careful on the payment obligations. Jafari et al. (2023) highlighted that in today's volatile market environment, businesses in the hospitality sector are increasingly prioritising financial resilience and efficient liquidity management. Hence, IHG's cash forecasting could be improved; there is a need to keep liquidity buffers in place and optimise working-capital policies for sustainable growth.
[bookmark: _Toc237518244]3.3 Improvement Strategies
While IHG's asset-light approach is conducive to effective use of working capital, there are still a number of nodes that can be strengthened to give IHG further liquidity strength. Implementing a sophisticated Business Intelligence (BI) system can make business cash flow planning more effective and meet the funding needs of the company. If digital payment solution and automation of the work on receivables will be implemented, the collection processes, both from customers at the franchisee's level and from corporate customers, would be shortened. Further, being better able to negotiate terms of payment with the supplier that would be more favourable, but still while maintaining good business relations, would improve cash flow flexibility. Food and beverage operations could benefit from having better inventory control, which will lower the holding costs and minimise waste. Further, the implementation of AI and predictive analytics would also help to improve accuracy of forecasts, pricing and planning. Mariani and Borghi (2024) argued that AI facilitates more rapid and accurate decision-making processes, which helps enhance service operations and organisational resilience. These will help build liquidity as well as increase efficiency and sustainability for IHG's long-term growth.
[bookmark: _Toc237518245]3.4 Financing Options
Contingent on IHG's liquidity requirements, it can partner with financing methods such as short-term or long-term financing in accordance with their strategic targets. These are temporary financing, which are in the short-term nature, such as bank overdrafts, use of trade credit or the placement of revolving credit facilities, and can help to arrange and deal with the seasonal demand for working capital, but may not be suitable for long-term growth as there is a risk of refinancing and fluctuating interest rates. The long-term financing are debt finance, corporate bond, and bank loan and equity finance is used for sources of finance that involve strategic investments and expansion abroad. Cost containment and flexibility over a long period of time might be suitable for IHG in order to utilise their capabilities of a bond issue for future growth. According to Sadiq et al. (2022), sustainable finance allows organisations to harmonise their financial and environmental and social efforts. Therefore, a sustainable financing model must be accepted that ensures a financially balanced capital structure, growth in expansion, digital innovation and environmental sustainability for IHG.
[bookmark: _Toc237518246]4. Strategic Financial Restructuring Plan
[bookmark: _Toc237518247]4.1 Need for Restructuring
While IHG has proven to have good revenue growth and improving financial performance, strategic financial restructuring is now essential in order to be more resilient in the future. In 2025, the firm's net share repurchases coupled with dividend payments brought the negative shareholders' equity of –US$2,736 million, notwithstanding its robust operating performance (Annual Report, 2025). Besides, the relatively low level of liquidity ratios and the uncertainties in the world economy also point to the continued need for solid financial flexibility. Future operating costs and investments may also be impacted by rising inflation and increased borrowing rates as well as geopolitical tensions. The constant changes in customers' expectations, digital transformation, and sustainability are creating pressures on the hospitality business and the need for ongoing financial restructuring. According to Crespí-Cladera et al. (2021), financial pressure faced by hospitality firms should be resolved by building up their capital structure and increasing their financial flexibility so that they can achieve their long-term resilience. IHG needs to regularly reassess its financial policies, allocate capital and investment priorities appropriately to have an adequate amount of capital resources for future growth and provide a stable return to its shareholders.
[bookmark: _Toc237518248]4.2 Proposed Strategies
IHG needs to implement several financial restructuring measures as an aid to sustainable growth and to build a secure long-term financial position. Firstly, the company will need to maintain its asset-light strategy and continue to grow its franchise and management fees, rather than making substantial investments in hotel ownership. This approach could lower the up-front cost of the project and provide steady, consistent revenue while running the business. Secondly, gradually correct capital structure by reducing the scale of shares repurchased in the future and retaining a larger percentage of profits to enhance shareholders' equity and financial strength. Debt refinancing must also be considered when the interest rate is more favourable, helping to optimise the financing costs and also cash flow effectiveness. IHG should continue to invest in digital transformation and give greater emphasis on developing AI functionalities, data analytics, and customer relationship management systems, for increased operational efficiency and greater guest satisfaction. Furthermore, the enhanced commitment to environmental, social and governance (ESG) initiatives would boost the company's reputation and aid in delivering long-term value creation. Farooq et al. (2022) found that by promoting environmentally sustainable practices, HRM for green organisations positively impacts innovation and organisational performance in luxury hotels. Therefore, expanding sustainability programmes in parallel with digital innovations would enhance the financial situation and, overall, the competitive position. All these restructuring measures would have a positive effect on profitability, operational efficiency and financial stability, and would assist IHG's strategy for the foreseeable future.
[bookmark: _Toc237518249]4.3 Impact Analysis
The restructuring plans detailed will provide IHG with good financial and operating results. The asset-light model will generate lower capital investment costs and more recurring income stream from management and franchise fees, resulting in more profits and cash generated for the organisation. The more it does, the more the power of the company would definitely get strengthened in the long run for which retention of earnings shows. The power of the company would certainly get only strengthened with every earnings being retained. The finance costs might also be lowered and the financing process would offer financial flexibility by refinancing the loans if it is identified that the Finance Rates are favourable. Additionally, an enhanced digital boost in investment would lead to more productive working efficiency and a greater revenue management and customer satisfaction, it is likely to produce better long-term growth performance and lead to better revenues. Besides this, AI could also be leveraged to enhance resilient service operations regarding decision-making, service operating performance and optimising the creation of customer value (Mariani and Borghi, 2024). As part of IHG's rebalance in its overall financial stability, the restructuring plan is expected to create a positive impact on IHG's shareholder value and improve IHG's ability to respond to market dynamics. All this would help the company to remain competitive and profit out of the world of tourism.
[bookmark: _Toc237518250]4.4 Global & Ethical Considerations
A multinational hotel firm like IHG needs to take into account international financial risks and ethical obligations in the pursuance of financial restructuring. The flow of revenues, operating costs and investment returns from foreign sources may be subject to substantial fluctuations due to exchange rate changes, inflation and foreign policy risks. Therefore, proper foreign exchange risk management and spreading business around the world are still critical factors to keep financial stability even. Furthermore, environmental sustainability and corporate governance are additional factors which have reflected in investors' confidence and sustainable competitiveness to a larger extent. Implementing ESG strategies, lower carbon footprints and doing good business is both a trend gaining momentum and a way to enhance corporate image and sustainable financial outcomes. Kılıç et al. (2021) reported that by adopting sustainability governance, organisational performance is also improved, leading to sustainable long-term competitiveness in the hospitality industry. Additionally, ethical decision-making, transparent financial reporting, and responsible stakeholder relationships will foster investor trust and compliance with regulations in global markets. IHG will equip itself with better satisfaction of current customers, increase its financial performance and build longer-term shareholder value. Financial discipline and sustainability, and ethical governance policies, hand-in-hand, will improve IHG's global reputation.

[bookmark: _Toc237518251]5. Investment Appraisal & Capital Budgeting
[bookmark: _Toc237518252]5.1 Project Evaluation Methods
Using the utility criteria Payback Period, Accounting Rate of Return (ARR), Net Present Value (NPV), Internal Rate of Return (IRR) and Profitability Index (PI), IHG's three investment projects were evaluated. It was assumed that the initial investment was £50m, the project life is 5 years, and the residual value is £0, with a discount rate of 8%. These assumptions are in place to be consistent with the previous figure of US$80 million investment and 12% rate [Refer to Appendix 4]. This was, especially relevant for NPV, as it took into account the time value of money and whether the discounted future cash flows surpassed the initial investment. As per Sadiq et al. (2022), there is a need to link investment appraisal with the long-term organisational goals. Hence the five techniques would form a complete framework for the evaluation of the projects.
[bookmark: _Toc237518253]5.2 Evaluation of Projects A, B, and C
Estimations, as done in Appendix 4, revealed that project A gave a negative NPV of -£6.54 million and project B has a negative NPV of -£6.08 million. Project C, on the other hand, had a positive NPV of £0.858 million. Project C, therefore, was the only project with a positive NPV at the required 8% return. It also recorded the lowest Payback Period of 3.6 years, and the highest ARR of 6%. Also, the cumulative cash flow of Project A, B and C at the end of 5 years are estimated to be 4.0, 5.0 and 15.0 years respectively (as shown in figure 6). Project A and B do not meet the acceptance criterion of NPV due to not recovering the initial investment at the required rate with the discounted cash flows. By using digital technologies and Artificial Intelligence, service industry can benefit from enhancing touchpoints that bring operational efficiency and organisational resilience (Ezeagwuna, 2026). Thus, Project C was most financially attractive.

Figure 6: Cumulative cash flow and payback period of Projects A, B and C
(Source: Excel)
[bookmark: _Toc237518254]5.3 Project Selection
The reason why Project C is being chosen is because it has a positive NPV of £0.858 million, excluding the 8% return of the invested capital. It means that Project C would make a profit from the investment. The 6% ARR also presented the highest accounting return of the projects, with the 3.6-year payback being relatively fast, also suggesting good accounting return. The project may be integrated with the broader goals of the customer experience, operational efficiency, and digitalisation of IHG. According to Tong-On et al (2021), business intelligence and the use of data analytics can enhance the decision-making process, also operation and competitiveness in the hospitality sector. Hence, option C, which was the most financially viable and strategically aligned, was the most suitable option.
[bookmark: _Toc237518255]5.4 Capital Rationing Decision
In a capital rationing situation, the one with the most positive NPV is the proper choice. Hence, IHG should agree to undertake Project C since it was the only project offering a positive NPV. Projects A and B will have negative cash flows, their NPVs are - £6.54 million and - £6.08 million respectively, and need to be rated as less important [Refer to Appendix 4]. At an assumed discount rate of 8%, both investments would decrease the value of the shareholder's investment. Project C can, however, create value after meeting its required return as it had a positive NPV. Projects A and B may be reconsidered if additional funding becomes available once the cash inflows have been enhanced or investment costs reduced. Barakuda et al. (2022) highlighted the need to invest scarce resources in investments that can provide sustainable value.
[bookmark: _Toc237518256]5.5 Risk Considerations
Even with the positive assessment, Project C faced several risks such as slower technology adoption, cyber threats, rising inflation, shifting customer preferences, and the global economy. It is possible that cash inflows will not be as anticipated and implementation expenses may be higher as a result of such factors. A change in the cost of capital may also impact the NPV and attractiveness of the project. As per Chauhan et al. (2026), employee training, integration of systems and organisation adaptation may be additional aspects for digital transformation. IHG should, therefore, monitor actual cash flows against forecasted cash flows, review projects regularly and have contingency plans for when cash flows are lower and/or if costs go over. Overall, investment in project C would be preferred as it had the only positive NPV of £0.858 million, the shortest payback period and highest ARR but effective risk management would be required to ensure the anticipated advantages are realised.
[bookmark: _Toc237518257]6. Critical Reflection on AI Usage
In this financial management report, I have used Artificial Intelligence (AI) only as a tool of research, data organisation, financial interpretation and academic writing. My first challenge was in connecting together the various financial ratios and how to use those to make an overall judgment as to the financial health of IHG. I used AI to make sense of purpose of individual ratios, and it also revealed to me that no single ratio demonstrates financial analysis. The formulas for profitability, liquidity, efficiency, leverage and investment ratios helped me learn about what each ratio is and the type of information it conveys about business performance. The financial statements in Excel were a valuable tool that I used in my work. Initially, the Net Profit Margin, ROA and ROE were the main focus. I noticed however that by developing the wider ratio analysis it helped me appreciate the relationship between Gross Profit Margin, Operating Profit Margin and Net Profit Margin. One additional lesson that I learned is that profitability need not translate to liquidity. While IHG became more profitable, its financial performance was also seen to be on the decline with lesser Current (Quick and Cash) Ratios which reinforced the cross-checking of financial performance from multiple angles. These calculations helped to clarify the concept of Cash Conversion Cycle (CCC) for working capital management. I thought that IHG's asset-light business was enough to convince me of this conclusion, but when I started computing Inventory Days, Receivable Days and Payable Days, I realized that there is some validity to that logic. Also, the negative CCC for 2024 of -258.30 days clarified its working-capital position, as IHG was generally able to settle its supplier obligations after receiving cash.
As per the ideas of Fridson and Alvarez (2022), financial analysis has to incorporate appreciation of business strategy, the business that you are in and management decisions. A second key learning experience was understanding how to analyse negative ROE. One could have taken the numbers back just as one could look at a negative ROE as poor performance. IHG, however, revealed that their negative shareholders' equity led to the ratio being skewed by the capital structure, and so was different from what it seemed. It helped me to learn not to make decisions based on individual ratios based off the financial factors. AI also provided me with ideas on possible reasons and ways to enhance the presentation of my study, but some of the information and interpretations generated from AI needed to be corrected. I have therefore compared the financial details with IHG's Annual Reports as well as academics against the original journal sources. It helped me develop my critical thinking skills and understanding that what AI provides is suggestions not infallible facts. This overall experience helped me to modify my financial analysis approach. In future, I would prefer starting with the original financial statements, the Excel calculations and only relying on AI for interpretation and/or presentation of the information. I will also check the numbers myself to double check results and use AI as a tool to assist with my own judgment. 
[bookmark: _Toc237518258]7. Conclusion
The assessment of financial performance, working capital management, strategic financial restructuring and investment appraisal of InterContinental Hotels Group (IHG) is covered for the year 2020-2024. Overall, the results do appear to be positive and representative of the effectiveness of the company in implementing their asset light business model as reflected in the model's revenues which showed positive growth, alongside asset utilisation and profitability being improved. The liquidity ratios were not as good as normal ratios and the negative share equity was particularly associated with the process of capital usage, rather than with bad operations. Further investment in digital transformation, sustainable investment, and good capital management has the potential to further enhance the power of finance in the future; the case of Financial Restructuring options and positive investment appraisal is just such an example. Consequently, IHG will continue its path to profitable growth, sustain an improvement of shareholder value and will be a major player in the hospitality industry worldwide.
[bookmark: _Toc237518259]
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Liquidity Ratio Trend (2020-2024)
Current ratio	2020	2021	2022	2023	2024	1.2013926084627744	1.2721674876847291	1.0867875647668395	0.97214611872146117	0.96939834024896265	Quick ratio	2020	2021	2022	2023	2024	1.1987145152651313	1.2697044334975369	1.0841968911917099	0.96986301369863015	0.96732365145228216	Cash ratio	2020	2021	2022	2023	2024	0.89716122121049813	0.8928571428571429	0.63212435233160624	0.60365296803652968	0.52282157676348551	Efficiency ratio

Asset turnover	
2024	2023	2022	2021	2020	1.0298085974270474	1.0242551777605493	0.87147335423197492	0.596002050230651	0.5185746777862017	Fixed asset turnover	
2024	2023	2022	2021	2020	32.929765886287626	29.832258064516129	26.476190476190474	17.201183431952664	9.3882352941176475	


Leverage and Coverage Ratios 

Interest coverage ratio	
2024	2023	2022	2021	2020	5.1280788177339902	11.714285714285714	5.3220338983050848	3.360544217687075	-1.0625	Debt-to-equity ratio	
2024	2023	2022	2021	2020	-1.5951557093425606	-1.842051282051282	-1.7479876160990713	-2.2039162727886561	-2.2708669897684439	


INVESTMENT AND CASH FLOW RATIOS 

Return on assets (ROA)	-0.29469732519943687	-0.42075736325385693	-0.24224806201550386	-0.15937687237866988	0.15615615615615616	0.13136701181884741	0.16613135452431055	8.3967756381549491E-2	5.4536135315222965E-2	-5.6319722733672695E-2	Price/earnings ratio (P/E)	-0.29469732519943687	-0.42075736325385693	-0.24224806201550386	-0.15937687237866988	0.15615615615615616	32.42	20.67	28.32	45.1	0	Operating cash flow ratio	-0.29469732519943687	-0.42075736325385693	-0.24224806201550386	-0.15937687237866988	0.15615615615615616	0.37551867219917012	0.4077625570776256	0.41839378238341968	0.39162561576354682	7.3379753615425813E-2	Free cash flow margin	-0.29469732519943687	-0.42075736325385693	-0.24224806201550386	-0.15937687237866988	0.15615615615615616	0.13122080032500508	0.17538927335640139	0.14054470709146968	0.20089439284485724	2.5480367585630742E-2	




Cumulative Cash Flow and Payback
Project A	Year 0	Year 1	Year 2	Year 3	Year 4	Year 5	-50	-40	-28	-14	-4	4	Project B	Year 0	Year 1	Year 2	Year 3	Year 4	Year 5	-50	-39	-28	-17	-6	5	Project C	Year 0	Year 1	Year 2	Year 3	Year 4	Year 5	-50	-45	-35	-15	10	15	Probability Ratio

Gross margin	
2024	2023	2022	2021	2020	0.84866951046110095	0.8395328719723183	0.83350462487153132	0.83281733746130027	0.85213032581453629	Operating margin	
2024	2023	2022	2021	2020	0.21145642900670322	0.2305363321799308	0.16135662898252826	0.16993464052287582	-6.3909774436090222E-2	Net profit margin	
2024	2023	2022	2021	2020	0.12756449319520619	0.16219723183391002	9.6608427543679348E-2	9.1159270725834199E-2	-0.1086048454469507	


Liquidity Ratio

Current ratio	
2024	2023	2022	2021	2020	0.96939834024896265	0.97214611872146117	1.0867875647668395	1.2721674876847291	1.2013926084627744	Quick ratio	
2024	2023	2022	2021	2020	0.96732365145228216	0.96986301369863015	1.0841968911917099	1.2697044334975369	1.1987145152651313	Cash ratio	
2024	2023	2022	2021	2020	0.52282157676348551	0.60365296803652968	0.63212435233160624	0.8928571428571429	0.89716122121049813	
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InterContinental Hotels Group PLC (IHG) - 5-Year Combined Group Income Statemel

For years ended 31 December; US$m except EPS. Negative values represent expenses or losses.
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IHG Group ‘'ear Combined Balance Sheet

USSm; as at 51 December. Liabities and net fabiltes aro shown as negative values.

Line item 2024 203 202 200 2020
AssETS
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InterContinental Hotels Group PLC (IHG) - Five-Year Financial Ratio Analysis
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PRIOR-YEAR INPUTS USED FOR AVERAGE-BALANCE RATIOS

2019 ot assets (ussm) 4194 Source: HG Annual Report and Form 20-F 2020, Group statement of inancil positon, page 131,

2019 property, plant and
‘equipment (USsm) 309 Source: 1HG Annual Report and Form 20- 2020, Group satement offhancial postion, page 131.

Interpretaton note: debr-o-equty i negatve bocauso IHG shareholders' equiy s negatie i aiivo yoars. The rato should therefors not be troated s a nomal positve
loverage measure.

INVESTMENT AND CASH FLOW RATIOS
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Investment Appraisal Model - Projects A, B and C
| Payback Period (PBP), Accounting Rate of Return (ARR), and Net Present Value (NPV)

Discount rate
Projectlife (years)
Residual value (€m) "

Iniial investment 50.0 50.0 50.0
Year 1 net cash inflow. 100 110 50
Year 2 net cash inflow. 120 110 100
Year 3 net cash inflow. 140 110 200
Year 4 net cash inflow. 100 110 250
Year 5 net cash inflow. 80 110 50

CUMULATIVE CASH FLOW (£m)

Year Project A Project B Project C
Year0 (50.0) (50.0) (50.0)
Year1 (400) (39.0) 450)
Year2 (280) (280) 350)
Years (140) a7.0) (15.0)
Years “0) (6.0) 100
Years 20 50 150

INVESTMENT APPRAISAL RESULTS

Mets Project A Project B Project C. Calculation basis

3 50 Full years before recovery + unrecovered

Payback Period (years) 480 455 ‘amount + following years cash inflow

Total cash inflows (€m) r 5400" 5500”7 65.00 SUM of Year 1-6 net cash inflows.

Annual depreciation (£m) 10.00 10.00 10.00 (itial investment — residual value) = project lfe

| Average annual accounting proft €m) 080 100 3.0 (Fotel cashinfiows —inital invesimen) = poject

'Accounting Rate of Return (ARR) 6% 20% 6.0% Average annual accounting proft = initial

Presentvalue of cash inflows (£m) 4346 4392 50.85 EXCe1 NPV funciion applied o Years 1-5 cash
inflows at 8%

Net Present Value (NPV) (Em) (654) (608 0.86 Present value of cash inflows — initial
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