Analysis of Significant Year-on-Year Changes
The Cash Conversion Cycle for Whitbread has been consistently negative over the five-year period, meaning the company is able to finance its inventory and receivables for a significant period using supplier credit. This is a common characteristic of hospitality businesses.
1. 2020/21 vs. 2019/20 (Change: +12.3 days):
· The CCC was less negative (worsened) in the first pandemic year. This was driven by a dramatic increase in Inventory Days, which more than doubled from 24 to 61 days. This was likely due to the sudden and severe drop in revenue from 2,071.5m to 589.4m, meaning that a relatively stable level of inventory took much longer to sell. This effect was partially offset by the business increasing its Payable Days from 97 to 122 days, as it held onto cash during the crisis.
2. 2021/22 vs. 2020/21 (Change: -74.6 days):
· The CCC became significantly more negative (improved), reaching its lowest point in the five-year period. The main driver was a surge in Payable Days to a massive 183.6 days. As business activity recovered and revenue rebounded, trade payables increased materially, but cost of sales did not increase at the same rate. This indicates the company was successfully negotiating extended payment terms with its suppliers while its own recovery was driving up revenue and inventory turnover.
3. 2022/23 vs. 2021/22 (Change: +14.9 days):
· The CCC became less negative (worsened) but remained strong. The key change was a significant reduction in Payable Days from 183.6 to 151.8 days. This was likely a conscious decision by the company to begin paying suppliers more promptly as a return to normal trading conditions, moving away from the crisis-driven cash preservation stance of the previous year. This was accompanied by more typical levels of Inventory Days, which continued to fall from 48 to 35 days.
4. 2023/24 vs. 2022/23 (Change: +16.1 days):
· The CCC continued to become less negative (worsened) but remains very strong. The notable change is a further normalization of Payable Days, which decreased by another 20 days from 151.8 to 131.5 days. This suggests a continued move towards standard industry payment terms. Inventory Days also decreased, contributing slightly to the more negative effect but signaling improved inventory management in line with higher sales.

