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[bookmark: _Toc232874309]1. Financial Health Check of IHG (2021–2025) 
[bookmark: _Toc232874310]1.1 Overview of Five-Year Financial Performance 
[bookmark: _Toc232874311]1.1.1 Income statement analysis
Intercontinental Hotel Group (IHG) has focused upon improving its sales value for overcoming market competition. For instance, the company has increased its operating income from $1066m in 2023 to $1098m in 2025 (IHG, 2025). The enhancement in the revenue has helped the organisation in strengthening its market position. On the other hand, the IHG group has also observed an uptrend in the value of its net income from $265m in 2021 to $750m in 2025 (IHG, 2025). Overall, the consistent improvements in the business income has helped the IHG Group in acquiring a competitive advantage over other organisations.
[bookmark: _Toc232874312]1.1.2 Balance sheet analysis
The balance sheet analysis of IHG also revealed 12.6% growth associated with total assets value from “$4,748 million in 2024 to $5,345 million in 2025”. This increasing potential asset optimization directly influences the growth of contract assets as compared to the previous year of 22.7% with approximately $798 million (IHG, 2025). On the other hand, effective management of debenture value raised cash equivalent position with capturing $1,129 million ensured a better short term liquidity management of IHG. Overall, long term borrowing negatively impacted organizations with a 14.5% rise in liabilities of $8,081 million in 2025 (IHG, 2025).
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Figure 1: Balance sheet analysis
(Source: IHG, 2025)
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Figure 2: Liquidity Ratios of IHG Group
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
Identification of trend
IHG Group has reduced the value of its current ratio by 22.87% from 2021 to 2025 (Current Assets/ Current Liabilities). The lowering of the market investments has  caused delays in the completion of the business operations for the organisation. For example, IHG has reduced its market value to $160m due to decline in its consumer footfalls in 2025 (Yahoo Finance, 2026). In addition, the company has also lowered its quick ratio value to 0.97 in 2025 (Current Assets - Inventories/ Current Liabilities). On the other hand, the company has also reduced its cash value to 0.40 in 2025 (Cash/ Current Liabilities). Thus, the enhancement in the supply chain issues and inadequate financial resources has hampered the operational stability of the hotel company.
Strength
The availability of cash has helped IHG in improving its market investments for long term global business exploration. 
Weakness
The lowering of its inventories has increased the operational cost that has lowered the income of the organisation.
[bookmark: _Toc232874314]1.3 Efficiency Ratios 	
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Figure 3: Efficiency ratios
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
Identification of trend 
The efficiency ratio is generally illustrated about utilization capacity of inventory in managing stock and business performance of an organization (Nickolas, 2025). The inventory days were also calculated "365 ÷ (Cost of Sales ÷ Average Inventory)" that assured a 50% reduction throughout the time period of five with 2 days in 2025. For instance, it directly influences the cost of sales value of IHG, which will rise 63.9% from “$466 million to $764 million” in 2025.
However, receivable turnover days Calculated using "365 ÷ (Revenue ÷ Average Receivables)" that indicated 16.2% improvement of 57 days in 2025. As it is also to ensure a better collection of IHG with improved cash conversion properly. Overall, payable turnover calculated “"365 ÷ (Cost of Sales ÷ Average Payables)" 317 days in 2025 also have indicated organizational capability towards reducing trade credit in an effective manner.
Strength 
Effective management of inventory and faster optimisation of receivable improve operational efficiency through cash conversion. 
Weakness 
Reduced payables period limits supplier financing benefits and may increase short-term liquidity pressure.
[bookmark: _Toc232874315]1.4 Profitability Ratios	
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Figure 4: Profitability Ratios
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
Trend Analysis
IHG Group has a growth of 14.63% in its net margins in 2025 (Net Income/ Revenue). The organisation has focused on improving its product quality with an intent to strengthen its goodwill among customers. For instance, IHG Group has increased its sales value to $758m due to improvement in its service demand in the USA and China. On the other  hand, the hotel company has also improved its ROCE by 140% in 2025 (Operating Income/ Capital Employed). IHG Group has also observed an uptrend in its ROE value by 27.14% in 2025 (Total Equity/ Total Revenue). Hence, the enhancement in the market income has strengthened the brand position of the company.
Opportunity
The improvement in the net income has helped IHG Group in strengthening its financial position and product demand among customers
Threat
The enhancement in the product consumption has improved the commodity cost for the company.
[bookmark: _Toc232874316]1.5 Gearing Ratios 
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Figure 5: Gearing ratios
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
Identification of trend
The gearing ratio helpful towards identification operations of company balancing capability through between borrowed money and equity (Kenton, 2026). Hence, D/E ratio has also been decreased by 30% from 4.20 in 2021 calculated by “Total Liabilities ÷ Total Equity"  that directly influences the equity value of $2,736 million in 2025. However, the interest coverage ratio improved by 60.7% calculated using "Operating Profit ÷ Interest Expense" to become 5.93 times in 2025. Due to the increasing interest expense value $202 million coverage ratios also fluctuated while operating profit $1,198 million made stability in cash inflow. Overall, debt to capital ratio calculated by "Total Debt ÷ (Total Debt + Shareholders' Capital)" also ensures 7.9% improvement with shareholders capital exploring 85.6% mention of better long term stability in business. 
Strength
The successive growth of the equity base reduced leverage levels and improved long-term solvency and borrowing capacity.
Weakness 
The rise of debenture value and interest expenses increase financial obligations including potential refinancing risks in IHG.
[bookmark: _Toc232874317]1.6 Investment Ratios 
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Figure 6: Investment Ratios
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
Trend Analysis
The investment ratio is a viable technique that helps investors in acquiring accurate knowledge regarding the share performance of the company (Zenzerović and Benazić, 2024). In addition, the method also assists organisations in acquiring business funds for ensuring timely completion of its operational activities. As per the above evaluation, IHG Group has increased its EPS value from 1.5% in 2021 to 5% in 2025 (Net Income/ Number of Shares). The improvement in the market value has enhanced the brand image of the organization among its investors. In addition, IHG has increased the value of its shares to 151.23p due to its business pension activities (Yahoo Finance, 2026). Thus, the availability of higher share growth has helped IHG Group in improving its operational productivity.
Opportunity
The enhancement in the share performance has helped the organisation in improving its goodwill among the investors.
Threat
The consistent growth in the share value has hampered the market entry scope for new investors.
[bookmark: _Toc232874318]1.7 Cash Flow Ratios 
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Figure 7: Cash flow ratios
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
Identification of trend
The cash flow ratios evaluate organization capability towards pay of debenture to maintain short term financial risk effectively (Seretidou, Billios and Stavropoulos, 2025). Hence, in this case operating cash flow ratios also indicate an increasing trend throughout the time period of five years. This ratio also represented a 30.3% “Cash Flow from Operations ÷ Current Liabilities" improvement with 0.43 in 2025 highly influenced by operational cash flow value rising by $898 million. On the other hand, cash return on assets also calculated "Cash Flow from Operations ÷ Total Assets” indicated a 30.8% improvement in 2025. Hence, the new partnership with AG group will also be most effective for IHG for improving its operational capability through global operations. 
Strength 
The stable cash generating capacity ensures better support towards liquidity management and enables debt servicing capacity for business growth.
Weakness 
The high liabilities position as compared to cash flow also makes threats with high dependency of operational cavity with global market scenarios. 
[bookmark: _Toc232874319]1.8 Liquidity Benchmarking Against Industry Standards 
[bookmark: _Toc232874320]1.8.1 Industry Liquidity Benchmarks
The industrial benchmark for “liquidity ratios” has increased from 1.25 in 2024 to 2.00 in 2025. IHG has observed a decline in its ratios as compared to the standards adopted by the hotel sector. According to Ratajczak, Szutowski and Nowicki (2024), the lowering of the liquidity value has also reduced the financial investments of the company that has also hampered its operational productivity. Overall, the decline in the financial resources has reduced the operational stability of the hotel organisation.
[bookmark: _Toc232874321]1.8.2 Comparison with Competitors with IHG's Liquidity Position
Based on the above analysis, IHG Group has reduced the value of its liquidity ratio due to investment issues in 2025. In addition, the organisation has also observed lowering of its supply chain operations, which has caused delays in the completion of the business projects. On the other hand, Marriott International has invested $3.6bn in acquiring 37 properties in developing countries such as India (Marriott Group, 2025). Overall, the improvement in the asset expansion strategy has helped the organization in strengthening its consumer relationships.

[bookmark: _Toc232874322]2. Working Capital Management Analysis 	
[bookmark: _Toc232874323]2.1 Cash Operating Cycle Analysis 
[bookmark: _Toc232874324]2.1.1 Inventory Conversion Period
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Figure 8: Inventory Conversion Period
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
The inventory conversion period for IHG Group has improved by 50% to “2 days” in 2025. In addition, the organisation has also increased its cost of sales value to $764m in 2025. IHG Group has focused on strengthening its supply chain operations with an intent to enhance its service quality. For instance, the company has developed the “Guest Reservation System (GRS)” for monitoring its visitor level in 2026 (IHG, 2025). Thus, the inclusion of digitalisation has helped IHG Group in improving and reducing delays in its business operations.
[bookmark: _Toc232874325]2.1.2 Receivables Collection Period
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Figure 9: Receivable Collection Period
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
As per the above table, the receivable collection period of IHG Group has also declined to 57 days in 2025. The organisation has reduced its debtor value to $600m in 2025 (IHG Group, 2026a). Thus, the improvement in the recovery of bad debts has helped IHG Group in meeting the financial requirements of its business operations.

[bookmark: _Toc232874326]2.1.3 Payables Deferral Period
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Figure 10: Payable Deferral Period
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
IHG Group has also reduced its payable period by 22.5% from 2021 to 2025. The organization has achieved financial support worth $32bn from the UK government to carry out an internship programme in 2024 (Hotel Online, 2024).  Overall, the availability of statutory funds has helped IHG Group in meeting its creditor requirements.
[bookmark: _Toc232874327]2.1.4 Cash Operating Cycle Evaluation
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Figure 11: Cash Conversion Cycle
(Source: IHG, 2021; IHG, 2023; IHG, 2025)
Based on the above evaluation, IHG Group has reduced its cash conversion cycle to 258 days in 2025. The hotel company has increased the value of its long-term investment value to 0.491bn in 2026 (Macrotrends, 2025a). Hence, the enhancement in the financial resources has helped IHG Group in ensuring timely completion of its business operations.
[bookmark: _Toc232874328]2.2 Working Capital Challenges 
Enhancement in supply chain cost
IHG Group has observed an enhancement in its supply chain expenses that has adversely influenced its operational productivity. For instance, the organisation has increased its raw material prices to $0.746bn in 2025 (GuruFocus, 2025). The improvement in the operational cost has also reduced the consumer preference level of the company.  IHG Group has reduced its actual sales value from $1250m in 2024 to $1150m in 2025 (Market Screener, 2025). Overall, the lowering of the revenue has hampered the financial stability of the organisation.
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Figure 12: Revenue of IHG Group
(Source: Market Screener, 2025)
[bookmark: _Toc232874329]2.3 Recommendation Liquidity Improvement Strategies 
[bookmark: _Toc232874330]2.3.1 Receivables Management Improvements
IHG Group needs to monitor its inventory cost for ensuring timely completion of its business operations. For instance, the organisation has adopted the use of digital platforms such as “HotKey” that has provided information regarding investment properties in 2025 (Lodging News, 2025). Thus, the expansion of the business value has helped the IHG Group in achieving operational stability.
[bookmark: _Toc232874331]2.3.2 Payables Management Optimisation
IHG Group needs to expand its business operations to improve the popularity of its products among a wide range of customers. For instance, the organisation has collaborated with Adani Airport Holdings for developing around 1500 gateway keys in 2025 (IHG Hotels, 2026). Thus, the inclusion of business partnerships has helped the company in overcoming market competition. 
[bookmark: _Toc232874332]2.3.3 Cash Management Reforms
The hotel company also needs to emphasise on diversifying its business investments for meeting its operational expenses. IHG group has increased its market capital to $24.79bn in 2026 (Morning Star, 2025). Hence, the improvement in the share value has helped the organisation in achieving financial stability.
[bookmark: _Toc232874333]2.4 Financing Options for Working Capital 
[bookmark: _Toc232874334]2.4.1 Short-Term Financing Options
Trade Credit
IHG Group has focused on strengthening its creditor relationship with an intent to acquire funds for its business operations. For instance, the organisation has increased its trade credit value to $1.3bn in 2026 (IHG Hotels, 2026a). Thus, the improvement in the financial resources has helped IHG Group in improving its operational efficiency.
Retained Earnings
IHG Group has also increased its market investments for meeting the rising cost of its business operations. The company has improved its revenue to $5.1bn due to an enhancement in its service demand in the USA (Clark, 2026). Overall, the rise in the sales value has helped IHG Group achieve financial stability.
[bookmark: _Toc232874335]2.4.2 Long-Term Financing Options
Corporate Bonds
IHG Group has issued institutional and corporate bonds worth $845m to the investors in 2026 (Cbonds, 2025). Overall, the availability of the financial instrument has helped the hotel company in improving its brand image among the shareholders and overcoming market uncertainties.
Equity Financing
IHG Group has also increased its equity share capital to around $164.87m in 2025 (Yahoo Finance, 2025). Hence, the strengthening of the internal financial management services has helped IHG Group in ensuring smooth completion of its business projects.
[bookmark: _Toc232874336]2.4.3 Comparative Evaluation
IHG Group needs to adopt long term financial resources such as corporate bonds and trade credit for ensuring smooth completion of its business operations. In addition, the techniques will also provide operational stability to the organisation and improve its product efficiency. Overall, the long-term methods will improve the financial growth of the company.

[bookmark: _Toc232874337]3. Strategic Financial Restructuring Plan	
[bookmark: _Toc232874338]3.1 Need for Financial Restructuring 
Increase in Service Cost
The existence of high service costs has reduced the consumer preference level of IHG Group. For example, the company has increased its operating expenses value to $3.99bn in 2025 (Macrotrends, 2025). The enhancement in the prices of raw materials has also reduced the product quality of the organisation. IHG Group has reduced its consumer loyalty score to around 74% in 2025 (Comparably, 2025). Overall, the availability of high product expenses has reduced the brand growth of the company.
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Figure 13: Consumer Loyalty Score of IHG Group
(Source: Comparably, 2025).
[bookmark: _Toc232874339]3.2 Recommended Financial Restructuring Options 
[bookmark: _Toc232874340]3.2.1 Divestiture of Non-Core Assets
The adoption of divestiture techniques has helped the organizations in expanding its capital resources with an intent to ensure smooth completion of its business operations. For instance, IHG Group has sold around 20 properties for acquiring infrastructures such as the “Ruby Hotels” in 2025 (IHG Group, 2025). Overall, the diversification of business units has helped the IHG Group in meeting the changing preference level of its customers.
[bookmark: _Toc232874341]3.2.2 Equity Injection Strategy
The availability of equity injection strategy provides assistance to organizations in strengthening its internal share capital. For example, IHG Group has repurchased around 25000 shares with an intent to improve its financial resources and ensure timely completion of its business operations (The Globe, 2026). Overall, the improvement in the buyback programme has helped the IHG Group in strengthening its productivity.
[bookmark: _Toc232874342]3.2.3 Strategic Merger and Acquisition Opportunities
The inclusion of Merger and Acquisition strategies has helped companies in expanding its business operations and overcoming business competitions. For instance, IHG Group has collaborated with Zone Hotels for developing infrastructures such as “Intercontinental Mumbai” in 2025. In addition, the merger will help the organisation in providing 70 luxurious suits to the guests (IHG Group, 2026). Hence, the infrastructural development has helped IHG in improving its product quality.
[bookmark: _Toc232874343]3.3 Impact Assessment 
[bookmark: _Toc232874344]3.3.1 Impact on Shareholder Value
The adoption of the capital enhancement strategy has helped IHG Group in improving its shareholder requirements. For instance, the organisation has increased its dividend growth to 19.25% in 2025 (Dividend Diary, 2026). Overall, the enhancement in the investor income has helped the IHG Group in improving its financial stability.
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Figure 14: Dividend of IHG Group
(Source: Dividend Diary, 2026)
[bookmark: _Toc232874345]3.3.2 Impact on Debt Structure
The strengthening of the internal capital resources has helped the IHG Group in ensuring timely completion of its business operations. For example, the company has reduced its debt value to $3.26bn in 2026 (Macrotrends, 2025). Hence, the decline in the external investments has also lowered the risk level of the company.
[bookmark: _Toc232874346]3.3.3 Impact on Operational Flexibility
IHG Group has also stressed upon adopting digitalisation techniques in its business operations for improving its service quality. The organisation has developed the “IHG One Reward Application” that has helped the customers in executing the booking process in 2025. Hence, the inclusion of technological initiatives has helped the organisation in strengthening stakeholder relationships.
[bookmark: _Toc232874347]3.4 International Financial Considerations 
[bookmark: _Toc232874348]3.4.1 Taxation Considerations
IHG Group has reduced its income taxes from $270m in 2024 to $135m in 2025 (AlfaQuery, 2026). Hence, the decline in the taxation value has helped the hotel company in improving its market income and overcoming business competition. 
[bookmark: _Toc232874349]3.4.2 Currency Risk Management
IHG Group has also observed a decline in its share growth by 1.9% due to change from the pound to dollar denomination in 2025 (AJ Bell, 2025). Overall, the alteration in the currency system has reduced the market growth of the company.
[bookmark: _Toc232874350]3.4.3 Inflation Risk
The UK inflation rate has reduced from 12% in 2022 to around 3.6% in 2025 (Hooker, 2025). Thus, the decline in the price index has helped IHG Group in improving its service demand among customers.
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Figure 15: Inflation of UK
(Source: Hooker, 2025)
[bookmark: _Toc232874351]3.5 Ethical and ESG Considerations 
[bookmark: _Toc232874352]3.5.1 Corporate Social Responsibility
IHG Group has developed initiatives such as “Journey to Tomorrow” that has provided employment and management opportunities to communities in 2025 (Reuters, 2025). Thus, the adoption of the CSR activities has helped the organisation in improving its goodwill among the stakeholders
[bookmark: _Toc232874353]3.5.2 Environmental Sustainability
IHG Group has also reduced the volume of its carbon footprints by 2585m tonnes in 2025 (Company Screener, 2025). Hence, the decline in the emission value has helped IHG Group in enhancing the sustainable quality of its commodities 
[bookmark: _Toc232874354]3.5.3 ESG Performance and Reporting
IHG Group has also developed the “Green Engage System Platform” that has provided 200 environmental solutions to the sustainable challenges observed in its business operations (IHG Group, 2026b). Thus, the availability of initiative has improved the service quality of the organisation.

[bookmark: _Toc232874355]4. Investment Appraisal and Capital Budgeting 	
[bookmark: _Toc232874356]4.1 Project Overview 
The inclusion of project criteria also evaluated three different kinds of opportunities for IHG that were helpful for improving cash inflow with allocation outlay of £50 million within the projected time period of five years. Hence, project A is generally associated with a total capitalization cost of £54 million while project B is generally considered to be £55 million over five years. Hence, project C also be assured of cash flow of about £65 million against the initial outlay of £50 million ensure higher capability of the project that generates excellent opportunity for IHG for expansion of its business possibilities in an effective manner.
[bookmark: _Toc232874357]4.2 Critical Evaluation of the Efficiency of Projects 	
[bookmark: _Toc232874358]4.2.1 Project A Appraisal
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Figure 16: NPV
(Source: Self-Developed)
The NPV is generally helpful towards projected future cash flow of the project as it is identified with a total discounted cash flow inflow of £43.46 million. Hence, the selection of discounting factor of 8% also be indicted as negative NPV of -£6.54 million. The lowering of dissociation factor as compared to initial investment of 13.1% indicated higher risk potentiality in the project. 
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Figure 17: PBP
(Source: Self-Developed)
The PBP of the project recovered an initial amount of £50 million within the time period of 4.50 years. The cumulative cash flow analysis also assured negative in fourth consecutive years that also turned positive of £4 million in Year 5. The remaining amount was also indicated to recover £8 million cash inflow in a five year time period.
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Figure 18: ARR
(Source: Self-Developed)
The ARR is helpful towards deifying project annual return as it is identified against total cash inflow of £54 million. Hence, after deduction scraping value and other considered factors, average annual profit gained through the project of £0.8 million. Overall, project A is generally considered to have an ARR of 3.2% and also indicated low return through five years.
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Figure 19: IRR
(Source: Self-Developed)
In predicting capital IRR considered higher and lower NPV value with changing discounting factor ecstasy that was considered at DF as 0% and 8%. Thus, DF 0% also ensured total NPV £4 million while 8% also assured value of £6.54 generated IRR value of 3.04%. 
[image: ]
Figure 20: PI
(Source: Self-Developed)
The PI value of 0.87 also be considered as against future cash flow £43.46 million that is also lower as per compared industry benchmark of 1. Hence, this is also indicated as the invested value of shareholders £1 also generated only £0.87 that also be considered negative for shareholders of IHG.	
[bookmark: _Toc232874359]4.2.2 Project B Appraisal	
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Figure 21: NPV
(Source: Self-Developed)
The discounted cash flow also projected in case of project B is £43.93 million against the initial investment cost of £50 million. In another hand, undiscounted cash flow recognised as £55 million that generated NPV of -£6.07 million. Overall, below 12.1% return against investment value is also not permissible for health investment of IHG.
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Figure 22: PBP
(Source: Self-Developed)
The PBP analysis ensured late project life considering initial investment actual time period 4.55 years. Thus, the positive value of cumulative cash flow raised in the fourth year from -£50 million to -£6 million also indicated slower capital recovery for IHG.
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Figure 23: ARR
(Source: Self-Developed)
The consideration of accounting profit in this project of £5 million after deducting all of the expenses will ensure a higher depreciation value in five years. Thus, ARR 4% indicated a viable return for investment with inclusion of higher risk adjustment activity. 
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Figure 24: IRR
(Source: Self-Developed)
In this case consideration of discounting factor 0% also be assured sum of positive NPV £5 million and 8% discounting factor considered negative NPV of £6.07 million. Hence, IRR value 3.61% also be below cost of capitalisation value of 8% that indicated higher risk factor in the project.
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Figure 25: PI
(Source: Self-Developed)
The consideration of future predicted cash flow also be recognised PI of 0.88 against total cash inflow outlay £43.93 million. This investment potentiality also be recognised; £1 investment criteria also be consolidated towards return value £0.88 within a five years’ time frame. 
[bookmark: _Toc232874360]4.2.3 Project C Appraisal	
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Figure 26: NPV
(Source: Self-Developed)
The accomplishment of project C also be also be associated with generating total cash flow value of £50.87 million against the investment criteria of £50 million. Hence, it also generated a positive flow of NPV with £0.87 million. Overall, it is represented as generating cash flow capacity in future also to be raised by 1.74% with a discounting rate 8%.  
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Figure 27: PBP
(Source: Self-Developed)
The payback period of project C is generally 3.60 years for recovering initial investment value of £50 million. Key cash flow also be initially deficit by £15 million by Year and also be successively ensure positive value in fourth consecutive year with £25 million cash inflow.  
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Figure 28: ARR
(Source: Self-Developed)
The ARR value of 12% indicated higher benchmark capacity of cash flow generated in accomplishment of project C. Hence, accounting profitability value assured of £15 million after deduction of initial invested amount IHG also raised average annual growth of £3 million. 
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Figure 29: IRR
(Source: Self-Developed)
The IRR value of project C also be assured by 8.61% that will also interpolate key NPV value between discounting factor of 8% and 10%. Hence, a positive NPV of £0.87 also be attributed due to the 8% discounting rate and NPV of £1.98 million at a 10% discount rate.
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Figure 30: PI
(Source: Self-Developed)
The calculation of PI value of 1.02 also indicated above industry benchmark capability of hospitality that is helpful to make competitive piston with long term growth. As it is also be represented investment of every £1 also be capable to generate £1.02 in present value benefits
[bookmark: _Toc232874361]4.3 Recommended Project Selection 
[bookmark: _Toc232874362]4.3.1 Selection of project 
As per the above evaluation, IHG Group needs to carry out investments in project C due to its higher NPV value as compared to other business plans. In addition, the cash flow value of the scheme has also increased to £43m in 2025. Thus, the adoption of project C will help IHG Group in strengthening its financial resources.
[bookmark: _Toc232874363]4.3.2 Financial Justification 
IHG Group has emphasised on improving its market investments for ensuring consistent development of new projects. For example, the organization has developed 150,000 open rooms with an intent to provide accommodation to  consumers of diversified income groups in 2026 (IHG Hotels, 2026b). In addition, the venture will also provide opportunities for the organisation in improving its financial resources and meet the initial investment value of £50m for developing project C effectively. Hence, the expansion of business investments will help IHG Group in improving its operational productivity.
[bookmark: _Toc232874364]4.3.3 Non-Financial Risk Assessment 
Political Risks
The occurrence of political risks such as the enhancement in the income taxes has hampered the competition of business projects for the hotel companies. For instance, the UK hospitality sector has increased its “Value Added Tax (VAT)” value to £12.3bn in 2026. The improvement in the taxation value has also caused reduction in the value of the IRR of the project C to 3.31% (Neidle, 2026). Hence, the decline in the investment income has hampered the popularity of the project among investors.
Consumer Loyalty
The project C has a low NPV value of 0.87 that has also reduced its brand loyalty among the investors. In addition, the decline in the revenue has also hampered the product popularity of IHG Group among customers. For instance, IHG Group has reduced its market price to $165 due to the cancellation of its 20000 share buyback programme in 2025 (TipRanks, 2026). Hence, the decline in the investments has reduced the financial growth of the company. 
[bookmark: _Toc232874365]4.4 Capital Rationing Analysis (£100 Million Limit) 
[image: ]	
Figure 31: Capital rationing
(Source: Self-developed)
Capital rationing is generally the most significant method that effectively prioritizes the most profitable segment of a project to maximize the economic value of the organization (Hayes, 2026). Hence, within the limit of £100 million, IHG is to accomplish two projects that are most suitable for organization. Hence, capital rationing analysis ensures combined NPV of project B and C also be generated -£5.20 million with highest PI index of 1.90. On the other hand, project A and C made NPV -£5.67 million and PI index lower as compared to combination of project A and C. Overall, project A and B are less comparable with PI value 1.75 that make the most suitable project to choose of project B and project C.

[bookmark: _Toc232874366]5. Critical Reflection on Artificial Intelligence Usage 
[bookmark: _Toc232874367]5.1 Tool Disclosure and AI Acknowledgement 
During the completion of the report, I have used AI tools such as “Google Gemini” for carrying out a critical research on the business performance of IHG Group. According to Katsarou et al., (2025), the inclusion of Artificial Intelligence has helped in acquiring reliable information regarding the organisations that also reduces the occurrence of delays in the completion of the business projects. The inclusion of Google Gemini has helped in acquiring data regarding the share value of the hotel company which has improved the quality of the investigation process (Google Gemini, 2026). In addition, the technique has also assisted me in identifying the grammatical issues associated with the report and increasing its reliability among the investors. Overall, the inclusion of the AI tools has improved the research quality of the business project.
[bookmark: _Toc232874368]5.2 Critical Evaluation of AI Outputs 
The inclusion of AI tools such as Google Gemini has helped me in improving the quality of the interpretation carried out on the financial performance of IHG Group. In addition, the inclusion of referrals from the annual report and news articles has also improved the authenticity of the data involved in the evaluation process. As stated by Chandawarkar et al., (2024), the inclusion of information from company documents provides accurate details regarding the economic position of the organization and also improves the research quality of the project. On the other hand, I also verified the AI generated data from financial articles such as Yahoo Finance with an intent to improve the quality of the investigation process. Hence, the inclusion of diversified sources of  information has helped improve the viability of the report.
[bookmark: _Toc232874369]5.3 Contribution Analysis 
[bookmark: _Toc232874370]5.3.1 AI-Generated Contributions
The inclusion of AI generated contents has provided a detailed discussion regarding the investment scenarios for IHG Group that has also improved the quality of the investigation process. According to Zhou, Maneesoonthorn and Chen (2021), the availability of AI techniques has provided opportunities in improving the data quality of the research. Overall, the application of google Gemini tools has helped me in ensuring timely completion of the business report.
[bookmark: _Toc232874371]5.3.2 Author's Original Analysis
I adopted a flexible approach in evaluating the business performance of IHG Group through the inclusion of methods such as Ratio Analysis with an intent to analyse the financial growth of the company. On the other hand, I also utilised the investment appraisal techniques for discussing the income of the business project developed by the hotel company. Hence, the inclusion of the techniques mentioned above has helped in improving the quality of the report
[bookmark: _Toc232874372]5.4 Ethical and Professional Reflection 
[bookmark: _Toc232874373]5.4.1 Transparency and Accountability
The availability of financial and company statements have improved the viability of the data involved in the investigation process. As stated by Jackson, (2021), the inclusion of information from peer reviewed financial articles helps in improving the authenticity of the research work. Hence, the availability of authentic company information has increased the accuracy of the investigation process.
[bookmark: _Toc232874374]5.4.2 Data Privacy Considerations
The information that has been involved in the investigation has been extracted following the guidelines of the Data Protection Act 2018 (Government of UK, 2018). Overall, the inclusion of the privacy framework has helped in improving the authenticity of the report.
[bookmark: _Toc232874375]5.4.3 Risks of Over-Reliance on AI
The provision of limited real-time information is a critical issue related to the overuse of AI tools in business projects. Hence, the decline in accurate data has lowered the quality of the evaluation provided for ascertaining the operational performance of IHG Group.
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[bookmark: _Toc232874378]Appendix 1: Ratio analysis
	Profitability Ratios:

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Revenue ($m)
	A
	2,907.00
	3,892.00
	4,624.00
	4,923.00
	5,189.00

	Operating Profit/(Loss) ($m)
	B
	494.00
	628.00
	1,066.00
	1,041.00
	1,198.00

	Net Profit/(Loss) ($m)
	C
	265.00
	376.00
	750.00
	628.00
	759.00

	Total Assets ($m)
	D
	4,716.00
	4,216.00
	4,813.00
	4,748.00
	5,345.00

	Current Liabilities ($m)
	E
	1,624.00
	1,544.00
	2,190.00
	1,928.00
	2,100.00

	Equity ($m)
	F
	1,474.00
	1,608.00
	1,946.00
	2,306.00
	2,736.00

	Net Margin
	C/A
	9.12%
	9.66%
	16.22%
	12.76%
	14.63%

	Return on Capital Employed (ROCE)
	B/(D-E)
	15.98%
	23.50%
	40.64%
	36.91%
	36.92%

	Return on Equity (ROE)
	C/F
	17.98%
	23.38%
	38.54%
	27.23%
	27.74%

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Liquidity Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Current Assets ($m)
	A
	2,066.00
	1,678.00
	2,129.00
	1,869.00
	2,049.00

	Inventories ($m)
	B
	4.00
	4.00
	5.00
	4.00
	5.00

	Current Liabilities ($m)
	C
	1,624.00
	1,544.00
	2,190.00
	1,928.00
	2,100.00

	Cash ($m)
	D
	1,450.00
	976.00
	1,322.00
	1,008.00
	1,129.00

	Current Ratio
	A/C
	1.27
	1.09
	0.97
	0.97
	0.98

	Quick Ratio
	(A-B)/C
	1.27
	1.08
	0.97
	0.97
	0.97

	Cash Ratio
	D/C
	0.89
	0.63
	0.60
	0.52
	0.54

	
	
	
	
	
	
	

	Gearing Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Total Liabilities ($m)
	A
	6,190.00
	5,824.00
	6,759.00
	7,066.00
	8,051.00

	Total Equity ($m)
	B
	1,474.00
	1,608.00
	1,946.00
	2,306.00
	2,736.00

	Operating Profit/(Loss) ($m)
	C
	494.00
	628.00
	1,066.00
	1,041.00
	1,198.00

	Interest Expense ($m)
	D
	134.00
	126.00
	119.00
	170.00
	202.00

	Shareholders capital ($m)
	E
	1,474.00
	1,608.00
	1,946.00
	2,306.00
	2,736.00

	Total Debt ($m)
	F
	2,553.00
	2,341.00
	2,567.00
	2,876.00
	3,723.00

	Debt/Equity Ratio
	A/B
	4.20
	3.62
	3.47
	3.06
	2.94

	Interest Coverage Ratio
	C/D
	3.69
	4.98
	8.96
	6.12
	5.93

	Debt/Capital Ratio
	F/(F+E)
	0.63
	0.59
	0.57
	0.55
	0.58

	
	
	
	
	
	
	

	Efficiency Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Revenue ($m)
	A
	2,907.00
	3,892.00
	4,624.00
	4,923.00
	5,189.00

	Cost of Sales ($m)
	B
	466.00
	648.00
	742.00
	745.00
	764.00

	Opening Inventories ($m)
	C
	5.00
	4.00
	4.00
	5.00
	4.00

	Closing Inventories ($m)
	D
	4.00
	4.00
	5.00
	4.00
	5.00

	Average Inventories ($m)
	E=(C+D)/2
	4.50
	4.00
	4.50
	4.50
	4.50

	Opening Receivables ($m)
	F
	514.00
	574.00
	646.00
	740.00
	785.00

	Closing Receivables ($m)
	G
	574.00
	646.00
	740.00
	785.00
	833.00

	Average Receivables ($m)
	H=(F+G)/2
	544.00
	610.00
	693.00
	762.50
	809.00

	Opening Payables ($m)
	I
	466.00
	579.00
	697.00
	711.00
	650.00

	Closing Payables ($m)
	J
	579.00
	697.00
	711.00
	650.00
	676.00

	Average Payables ($m)
	K=(I+J)/2
	522.50
	638.00
	704.00
	680.50
	663.00

	Inventory Turnover Days
	365/(B/E)
	4
	2
	2
	2
	2

	Receivables Turnover Days
	365/(A/H)
	68
	57
	55
	57
	57

	Payables Turnover Days
	365/(B/K)
	409
	359
	346
	333
	317

	
	
	
	
	
	
	

	Investment Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	No Of Share (m)
	A
	184.00
	182.00
	160.00
	163.00
	154.40

	Net Income ($m)
	B
	265.00
	376.00
	750.00
	628.00
	759.00

	Earning Per Share
	B/A
	1.44
	2.07
	4.69
	3.85
	4.92

	
	
	
	
	
	
	

	Cash Flow Ratios:-

	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Cash Flow From Operation ($m)
	A
	636.00
	646.00
	893.00
	724.00
	898.00

	Current Liabilities ($m)
	B
	1,624.00
	1,544.00
	2,190.00
	1,928.00
	2,100.00

	Total Assets ($m)
	C
	4,716.00
	4,216.00
	4,813.00
	4,748.00
	5,345.00

	Operating Cash Flow Ratio
	A/B
	0.39
	0.42
	0.41
	0.38
	0.43

	Cash Return On Assets
	A/C
	0.13
	0.15
	0.19
	0.15
	0.17


[bookmark: _Toc232874379]Appendix 2: Capital ratio analysis
	Criteria
	Project A
	Project B
	Project C

	NPV (£m)
	-6.54
	-6.07
	0.87

	PBP (Years)
	4.5
	4.55
	3.6

	ARR (%)
	3.20%
	4.00%
	12.00%

	PI
	0.87
	0.88
	1.02

	IRR (%)
	3.04%
	3.61%
	8.61%

	Rank
	3
	2
	1
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Efficiency Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Revenue (Sm) A 2,907.00 3,892.00 4,624.00 4,923.00 5,189.00

Cost of Sales ($m) B 466.00 648.00 742.00 745.00 764.00
Opening Inventories (Sm) C 5.00 4.00 4.00 5.00 4.00
Closing Inventories ($m) D 4.00 4.00 5.00 4.00 5.00
Average Inventories (Sm) E=(CD)2 450 4.00 450 450 450
Opening Receivables (Sm) F 514.00 574.00 646.00 740.00 785.00
Closing Receivables (5m) G 574.00 646.00 740.00 785.00 833.00
Average Receivables ($m) H=(F+0)2 544.00 610.00 693.00 76250 800.00
Opening Payables ($m) 1 466.00 579.00 697.00 711.00 650.00
Closing Payables (Sm) J 579.00 697.00 711.00 650.00 676.00
Average Payables (Sm) K=(+0)2 522.50 638.00 704.00 680.50 663.00
Inventory Turnover Days 365/(BIE) 4 2 2 2 2
Receivables Turnover Days | 365/(AIH) 68 57 55 57 57
Payables Turnover Days 365/(BIK) 409 359 346 333 317
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Profitability Ratios:

Particulars Details 2021 2022 2023 2024 2025
Revenue ($m) A 2,907.00 3,892.00 4,624.00 492300 5,189.00
Operating Profit/(Loss) ($m) B 494.00 628.00 1,066.00 1,041.00 1,198.00
Net Profit/(Loss) ($m) C 265.00 376.00 750.00 628.00 759.00
Total Assets ($m) D 4,716.00 4,216.00 4,813.00 474800 5,345.00
Current Liabilities ($m) E 1,624.00 1,544.00 2,190.00 1,928.00 2,100.00
Equity ($m) F 1,474.00 1,608.00 1,946.00 2,306.00 2,736.00
Net Margin CIA 9.12% 9.66% 16.22% 12.76% 14.63%
IReturn on Capital Employed (ROCE), B/(D-E) 15.98% 23.50% 40.64% 36.91% 36.92%
Return on Equity (ROE) CIF 17.98% 23.38% 38.54% 27.23% 27.74%
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Gearing Ratios:-

Particulars

Details 2021 2022 2023 2024 2025
Total Liabilities (Sm) A 6,190.00 5,824.00 6,759.00 7,066.00 8,051.00
Total Equity (Sm) B 1,474.00 1,608.00 1,946.00 2,306.00 2,736.00
Operafing Profit/(Loss) (Sm) C 494.00 628.00 1,066.00 1,041.00 1,198.00
Interest Expense (Sm) D 134.00 126.00 119.00 170.00 202.00
Shareholders capital (5m) E 1,474.00 1,608.00 1,946.00 2,306.00 2,736.00
Total Debt (Sm) F 2,553.00 2,341.00 2,567.00 2,876.00 3,723.00
DebtEquity Ratio AB 420 362 347 3.06 294
Interest Coverage Ratio ciD 3.69 4.98 8.96 6.12 593

Debt/Capital Ratio FIF+E) 0.63 0.59 057 055 058
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Investment Ratios:-

Particulars Details 2021 2022 2023 2024 2025
No Of Share (m) A 184.00 182.00 160.00 163.00 15440
Net Income ($m) B 265.00 376.00 750.00 628.00 759.00
Earning Per Share BIA 144 2.07 4.69 3.85 492
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Cash Flow Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Cash Flow From Operafion (5m) A 636.00 646.00 893.00 72400 898.00
Current Liabilities (Sm) B 1,624.00 1,544.00 2,190.00 1,928.00 2,100.00
Total Assets (5m) C 4,716.00 4,216.00 4,813.00 4,748.00 5,345.00
Operating Cash Flow Ratio AB 039 042 0.41 0.38 043
Cash Return On Assets AIC 013 015 019 015 017
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‘Average Inventory | Cost of Sales Inventory Convers

Year | ($m) ($m) Calculation (Days)

2021 45 266((4.5 + 45s)xass 4
2023 4 648] (4.0 + 648) x 365 9
2023] 45 742](4.5 + 742) x 365 9
2024] 45 745 ¢ 5) 365 9
2025] 4.5] 764](4.5 + 764) x 365 2]
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Average Receivables | Revenue Receivables Collection Period
vear| ($m) ($m) Calculation (Days)

2021 544/ 2,907] (544 + 2,907) x 365 68
2023 610) 3,892](610+ 3,892) x 365 57
2023] 693 4,624 (693 + 4,624) x 365 55
2024] 762.5 2,923 (762.5 + 4,923) x 365 57
2025] 809) 5,189[(809 + 5,189) x 365 57|
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Average Payables | Cost of Sales Payables Deferral Period
vear| ($m) ($m) Calculation (Days)

2021 5225 466((522.5 + 466) x 365 409|
2023 63| 648 (638 + 648) x 365 359
2023] 704 742((704 + 742) x 365 345|
2024] 6805 745 (680.5 + 745) x 365 333]
2025| 663 764|(663 + 764) x 365 317]





image18.png
Inventory Conver Receivables Collection | Payables Deferral | Cash Operating Cycle
vear | period (Days) Period (Days) Period (Days) __|(Days)

2021 4 68 409 (4 + 68) - 409 =337

2022 2 57| 359 (2 +57) - 359 =-300

2023] 2 55| 346 (2 + 55) - 346 = 289

2024] 2 57| 333|(2+57)-333=-274

2025] 2 57] 317|(2+57)-317=-258
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UK inflation rate rose to 3.6% in June
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Liquidity Ratios:-

Particulars Details 2021 2022 2023 2024 2025
Current Assets ($m) A 2,066.00 1,678.00 2,129.00 1,869.00 2,04900
Inventories ($m) B 4.00 400 5.00 4.00 500
Current Liabilities ($m) C 1,624.00 1,544.00 2,190.00 1,928.00 2,100.00
Cash ($m) D 1,450.00 976.00 1,322.00 1,008.00 1,129.00
Current Ratio AIC 1.27 1.09 0.97 0.97 0.98
Quick Ratio (A-B)IC 1.27 1.08 0.97 0.97 0.97

Cash Ratio Dic 0.89 0.63 0.60 0.52 0.54





