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Executive Summary
The report appraises the business results of the Accor Group as well as the financial direction over the 2021-2025 horizon. The analysis shows that Accor had performed well during the post pandemic period and generally maintained its revenue at a higher level of €5.64 billion as compared to €2.20 billion before the pandemic, its operating cash flow from a negative level of – €234 million to a positive of €810 million, and its bottom line, net profit, from – €40 million to a positive €499 million. While these areas have been improved, the leverage (debt-equity ratio was 1.49 compared to the threshold of 1) and relatively limited liquidity (current ratio of 1.05 compared with a threshold of 2) present financial concerns. The report suggests improving working capital in the area of inventory, receivables and cash, with an appropriate reorganisation of debt and the sale of selected assets to enhance financial flexibility. Investment appraisal shows that Project C is the best option since it has the highest NPV, IRR, ARR, PI and Payback period. The B + C project combination maximises shareholder value and contributes to Accor's long-term sustainable growth and competitiveness in the budget of £100m.
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[bookmark: _Toc234595781]1. Introduction
[bookmark: _Toc234595782]1.1 Company Background
Accor Group is one of the world's largest hospitality groups, and has a portfolio of over 45 international brands, such as Sofitel, Novotel, Mercure and ibis, operating more than 5,700 hotels in more than 110 countries worldwide (Accor Group, 2025). These various market segments include economy, luxury and lifestyle hospitality, which allow geographical and revenue diversification for the company. Despite the added pressure of global inflation and elevated financing costs, Accor is still recovering, with revenue at €5.64 billion, and net profit and operating profit in 2025 of €499 million and €807 million, respectively (Dragan, 2026).
[bookmark: _Toc234595783][bookmark: _Toc234595877]Figure 1. Accor Group
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Source: Accor Group (2025)

[bookmark: _Toc234595784]1.2 Purpose of the Report 
This report examines the income statement, balance sheet and cash flow statement of Accor Group and financial ratios critically through all 5 years, 2021–2025.
[bookmark: _Toc234595785]1.3 Report Structure
The report includes a 5-year financial performance analysis, 5 years ratios assessment, an assessment of working capital management and recommendations for financial restructuring. It then uses techniques of investment appraisals to aid in capital expenditure. Finally, the report highlights the use of AI in financial analysis and offers overall conclusions and suggestions for strategy.
[bookmark: _Toc234595786]2. Financial Health Check
[bookmark: _Toc234595787]2.1 Financial Statement Analysis (Five-Year Analysis)
The results of the financial statements for the year ending at 31 December 2025 show a solid rebound from the pandemic between 2021 and 2025, while recent performance has shown some signs of declining profitability. The global tourism and business travel boost has enabled a more than twofold surge in revenue, from €2.20 billion in 2021 to become €5.64 billion by 2025 (International Investment, 2026). Net income also expanded, growing from €90 million to €499 million, as the €53 million in operating profit was increased by €327 million despite the turnover drop. Earnings per share (EPS) also rose from €0.19 in 2021 to €1.61 in 2025, reflecting better performance for shareholders (Simply Wall St Pty Ltd, 2026). Two of the crucial measures, total assets and shareholders' equity, show a downward trend, as the total assets dropped from €12.06 billion to €11.74 billion in 2025, and shareholders' equity reduced from €5.47 billion to €4.72 billion during the year, with a corresponding increase in liabilities of €7.03 billion, indicating an increase in financial leverage (OECD, 2026). Operating cash flow increased from –€234 million in 2021 to €810 million in 2025, and, at current management trends, will be positive in 2026, driven by the continued success of the investment cycle and financing requirements (Li, Yan and Ma, 2025).
[bookmark: _Toc234595788]2.2 Ratio Analysis
[bookmark: _Toc234595789]2.2.1 Profitability Ratios
[bookmark: _Toc234595790][bookmark: _Toc234595878]Table 1. Net profit margin
	Profitability ratio

	Net profit margin

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Net income (€m)
	499
	657
	650
	426
	90

	Net sales (€m)
	5,639
	5,606
	5,056
	4,224
	2204

	Net profit margin = (Net income / Net sales) * 100
	8.85
	11.72
	12.86
	10.09
	4.08


Source: Self-Created
[bookmark: _Toc234595791][bookmark: _Toc234595879]Table 2. Operating profit margin
	Profitability ratio

	Operating profit margin

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Operating profit (€m)
	807
	786
	779
	543
	53

	Net sales (€m)
	5,639
	5,606
	5,056
	4,224
	2,204

	Operating profit margin = (Operating profit / Net sales) * 100
	14.31
	14.02
	15.41
	12.86
	2.40


Source: Self-Created
Accor's profitability also increased significantly following the pandemic, growing from a net profit margin in 2021 of 4.08% to 8.85% for 2025, and from an operating profit margin of 2.40% to 14.31% for 2025. The ROE, however, has fallen from 12% (2023–2024) to 11% (2025), suggesting to achieve moderate returns to shareholders whilst maintaining the operational profitability.
[bookmark: _Toc234595792]2.2.2 Liquidity Ratios
[bookmark: _Toc234595793][bookmark: _Toc234595880]Table 3. Current ratio
	Liquidity ratio

	Current ratio

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Current assets (€m)
	2,905
	2,970
	2,781
	3,584
	3,079

	Current liabilities (€m)
	2,773
	2,819
	2,821
	2,920
	2,635

	Current ratio = (Current assets / Current liabilities)
	1.05
	1.05
	0.99
	1.23
	1.17


Source: Self-Created
[bookmark: _Toc234595794][bookmark: _Toc234595881]Table 4. Quick ratio
	Liquidity ratio

	Quick ratio

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Current assets (€m)
	2,905
	2,970
	2,781
	3,584
	3,079

	Current liabilities (€m)
	2,773
	2,819
	2,821
	2,920
	2,635

	Inventory (€m)
	34
	39
	36
	19
	9

	Quick ratio = (Current assets - Inventory) / Current Liabilities
	1.04
	1.04
	0.97
	1.22
	1.17


Source: Self-Created
Accor's liquidity remained stable throughout 2025 as the current ratio reached 1.05 and the quick ratio reached 1.04, as compared to 1.17 for both ratios in 2021. These ratios show that the company can settle its short-term appropriate; however, the declining trend represents a reduction in liquidity, and is an indication that the company needs to enhance working capital management.
[bookmark: _Toc234595795]2.2.3 Efficiency Ratios
[bookmark: _Toc234595796][bookmark: _Toc234595882]Table 5. Inventory turnover ratio
	Efficiency ratio

	Inventory turnover ratio

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Cost of sales (€m)
	4,439
	4,486
	4,053
	3,549
	2,182

	Inventory (€m)
	34
	39
	36
	19
	9

	Inventory turnover ratio = Cost of sales / Inventory
	130.56
	115.03
	112.58
	186.79
	242.44


Source: Self-Created
[bookmark: _Toc234595797][bookmark: _Toc234595883]Table 6. Receivable turnover ratio
	Efficiency ratio

	Receivable turnover ratio

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Net sales (€m)
	5,639
	5,606
	5,056
	4,224
	2,204

	Accounts receivable (€m)
	829
	803
	824
	794
	697

	Receivable turnover ratio = Net sales / Accounts receivable
	6.80
	6.98
	6.14
	5.32
	3.16


Source: Self-Created
Accor's inventory turnover ratio fell to 130.56 (2025) from 242.44 (2021), reflecting higher inventory levels as a ratio of their sale while the receivable turnover ratio rose to 6.80 (2025) from 3.16 (2021) to show quicker collection of debts. The trends indicate better receivables management, while inventory utilisation efficiency is seen to be somewhat lower (Yeboah, Kjærland and Kustec, 2024).
[bookmark: _Toc234595798]2.2.4 Gearing Ratios
[bookmark: _Toc234595799][bookmark: _Toc234595884]Table 7. Debt to equity ratio
	Gearing ratio

	Debt to equity ratio

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Total liabilities (€m)
	7,027
	6,588
	5,865
	6,257
	6,121

	Shareholders' equity (€m)
	4717
	5469
	5311
	5456
	4549

	Debt to equity ratio = Total Liabilities / Shareholders' Equity
	1.49
	1.20
	1.10
	1.15
	1.35


Source: Self-Created
[bookmark: _Toc234595800][bookmark: _Toc234595885]Table 8. Interest coverage ratio
	Gearing ratio

	Interest coverage ratio

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Operating income (€m)
	807
	786
	779
	543
	53

	Interest expense (€m)*
	164
	124
	100
	84
	109

	Interest coverage ratio = Operating income / Interest expense
	4.92
	6.34
	7.79
	6.46
	0.49


Source: Self-Created
A higher debt-to-equity ratio from 1.35 in 2021 to 1.49 in 2025 means that Accor is increasingly depending on debt financing. The interest coverage ratio also rose from 0.49 times to 4.92 times, meaning that the fund's earnings support its interest obligations as it’s getting more leverage, which could increase future financial risks.
[bookmark: _Toc234595801]2.2.5 Investment Ratios
[bookmark: _Toc234595802][bookmark: _Toc234595886]Table 9. Return on Equity
	Investment ratio

	Return on Equity

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Net income (€m)
	499
	657
	650
	426
	90

	Shareholders' equity (€m)
	4717
	5469
	5311
	5456
	4549

	Return on Equity = Net income / Shareholders’ Equity
	0.11
	0.12
	0.12
	0.08
	0.02


Source: Self-Created
[bookmark: _Toc234595803][bookmark: _Toc234595887]Table 10. Earnings per share
	Investment ratio

	Earnings per share

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Earnings per Share (EPS)
	1.61
	2.34
	2.23
	1.40
	0.19


Source: Self-Created
Despite dropping slightly from 12% in 2023–2024, Accor's return on equity rose from 2% in 2021 to 11% in 2025, showing that the company is becoming more profitable. Trending high shareholder returns suggest improvements, but a modest ROE could help resolve investor confidence in the long-term (Rosario and Mavuri, 2026).
[bookmark: _Toc234595804]2.2.6 Cash Flow Ratios
[bookmark: _Toc234595805][bookmark: _Toc234595888]Table 11. Operating Cash Flow Margin
	Cash flow ratio

	Operating Cash Flow Margin

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Operating cash flow (€m)
	810
	733
	669
	511
	-234

	Net sales (€m)
	5639
	5606
	5056
	4224
	2204

	Operating Cash Flow Margin = (Operating Cash Flow /Net sales) * 100
	14.36
	13.08
	13.23
	12.10
	-10.62


Source: Self-Created
[bookmark: _Toc234595806][bookmark: _Toc234595889]Table 12. Free Cash Flow Margin
	Cash flow ratio

	Free Cash Flow Margin

	Particulars
	2025 (Million)
	2024 (Million)
	2023 (Million)
	2022 (Million)
	2021 (Million)

	Operating cash flow (€m)
	810
	733
	669
	511
	-234

	Capital expenditure (€m)
	197
	293
	254
	111
	82

	Net sales (€m)
	5639
	5606
	5056
	4224
	2204

	Free Cash Flow Margin = ((Operating Cash Flow - Capital Expenditure) / Net sales)* 100
	10.87
	7.85
	8.21
	9.47
	-14.34


Source: Self-Created
Accor's operating cash flow margin improved from –10.62% in 2021 to 14.36% in 2025, while the free cash flow margin increased from –14.34% to 10.87%. The improvements in these measures represent improved cash generation and financial sustainability, which strengthen the company's ability to fund its growth with internally generated cash (Laghari and Ahmed, 2023).
[bookmark: _Toc234595807]2.3 Financial Trends, Strengths and Weaknesses
The financial recovery of Accor was significant in the last 4 years, with a steady rise in revenues from €2.20 billion to €5.64 billion, and operating cash flow from –€234 million to €810 million, underlining its increased operating resilience and improved cash generation (BW Hotelier, 2025). Net profit grew from €90 million to €499 million, and EPS grew from €0.19 to €1.61, which shows greater profits and value to shareholders. The debt-to-equity ratio also rose from 1.35 in 2024 to 1.49 in 2025, indicating increased reliance on debt financing. Return on equity further dropped from 12% in 2024 to 11% in 2025, indicating slightly lower risk-adjusted profitability for the shareholders (European Banking Authority, 2025). Liquidity continued to be immature as the current ratio was also less than 1.05, which reduced the company's short-term financial flexibility. Moreover, a healthy cash flow margin of 10.87% indicates increased cash availability, further capital spending could limit cash flow in the future. Inflation, labour shortages, economic uncertainties, as well as FX volatility (foreign exchange) are other risks that could inhibit profitability and expansion plans.
[bookmark: _Toc234595808][bookmark: _Toc234595890]Figure 2. Financial Trends
[image: Chart]
Source: Self-Created
[bookmark: _Toc234595809]2.4 Liquidity Ratio Comparison with Industry Benchmark
The Accor current ratio (1.05) and quick ratio (1.04) also suggest that the current liquidity levels are sufficient for the company's short-term operations, but clearly below that of its peers Marriott (1.18; 1.16), Hilton (1.12; 1.10) and IHG (1.10; 1.08). The industry average is around 1.13 for both ratios, indicating that the company's financial flexibility is rather low when it comes to the present debt (Morais, Serrasqueiro and Ramalho, 2022). The liquidity margin, while still above the minimum level of 1.0, could limit operational ability to react in case of economic turmoil. As a result, working capital efficiency would boost Accor's ability to meet competition, improving resistance to credit events.
[bookmark: _Toc234595810][bookmark: _Toc234595891]Table 13. Liquidity Ratio
	Company
	Current Ratio
	Quick Ratio

	Accor
	1.05
	1.04

	Marriott
	1.18
	1.16

	Hilton
	1.12
	1.10

	IHG
	1.10
	1.08

	Industry Average
	1.13
	1.11


Source: Self-Created
[bookmark: _Toc234595811]3. Working Capital Management Analysis
[bookmark: _Toc234595812]3.1 Cash Operating Cycle
Accor's cash operating cycle shows the efficiency of the management of Accor's working capital (inventories and payables-receivables). The company maintains a relatively good inventory turnover that decreased from 242.44 times in 2021 to 130.56 times in 2025, albeit with a small margin. The receivable turnover ratio also increased notably from the previous year, reflecting a better credit policy and quicker collection of customer payments, from 3.16 times in the prior year to 6.80 times during the current one (OECD, 2024). In 2025, however, the current ratio still kept its value at 1.05, indicating that despite the improvement in the management of the receivables, the company still lacked liquidity (Xuan, Thu and Nguyen, 2025). The use of trade payables as a financing source allows Accor to defer cash outflow, thereby helping to partially offset some of the working capital pressures, and so achieve a shorter cash conversion cycle. 
[bookmark: _Toc234595813]3.2 Strategies to Improve Liquidity
A thorough working-capital management has to be implemented with Accor as a goal to reinforce liquidity and improve financial flexibility. First, there are AI-based demand forecasting and digital inventory management systems, which help marketers to more accurately forecast demand and inventory levels, minimising excess stock and streamlining their inventory management practices (Kumar et al., 2024). In 2025, even though its inventory turnover rate was relatively solid at 130.56, it was still significantly lower than its 2021 value, which was 242.44 times, recognising that there is room for further optimisation. Second, receivables management should concentrate on collections to achieve a shorter period of collection by streamlining the credit policies and providing 1-2% discounts to corporate customers for early collections. It would contribute to an increase in receivable turnover, rising from 3.16 times (2021) to 6.80 times (2025), speeding up the cash inflow and minimising the outstanding receivables. Third, Accor must be able to discuss payment terms with suppliers, which will enable the company to avoid having to fulfil immediate cash requirements, thereby enabling it to keep strategic partnerships without compromising (Julies, Bhuiyan and McMurtrey, 2025). A further move to optimise the cash-flow aspects, to monitor foreign exchange exposure and to deploy surplus cash efficiently should be the advanced cash forecasting and centralised treasury management systems. 
[bookmark: _Toc234595814]3.3 Short-Term vs Long-Term Financing
Those aspects of the financing are attractive in relation to short-term financing and ease the situations where it's necessary to use up seasonal working capital requirements at relatively low initial costs, such as bank overdrafts, trade credit, and commercial paper. Long-term financing with bonds, bank loans and equity financing ensures stable capital for strategic investments, hotel expansion and also a digital transformation (Wu and Lin, 2025). However, an increase in borrowing can lead to an increase in financial obligations and issuing equity shares can lead to a fall in the shareholder base. The debt-to-equity ratio dropped from 1.35 in 2021 to 1.49 in 2025, despite an improvement in the interest coverage ratio from 0.49 to 4.92 times. So, the company should follow an appropriate capital financing strategy of debt financing that is short-term with credit, and long-term with bonds or retained earnings for capital investments. 
[bookmark: _Toc234595815]4. Strategic Financial Restructuring Plan
[bookmark: _Toc234595816]4.1 Financial Restructuring Options
Accor has a number of possible restructuring measures to shore up its finances. Equity financing would increase liquidity and decrease leverage, but could decrease the overall voting control of the existing shareholders. Debt refinancing is a better option since the firm now has a stronger interest coverage ratio at 4.92 times as compared to 0.49 times in 2021, which means that it gets to borrow at better interest rates while keeping financing costs lower. Furthermore, the strategic cooperation and targeted mergers and acquisitions would help enhance the market footprint and synergies of operation, but would have to be integrated and would be accompanied by financial risks (Celestin, 2022). Considering Accor's debt-to-equity ratio stands at 1.49 in 2025, the most appropriate strategy for restructuring the company would be in either case: debt refinancing or targeted asset divestiture. This would help benefit the company's cash flow, the financial risk, the operational flexibility and the long-term shareholder value of the company, without much dilution of the shareholder base.
[bookmark: _Toc234595817]4.2 Impact on Shareholder Value, Debt Structure and Operational Flexibility
The supposed restructuring approach will have a good impact on the overall value for the shareholders of Accor with enhanced financial performance and an improvement in Accor's long-term profitability. In 2025, the company reported net income of EUR 499 million and EPS of EUR 1.61. Although the ROE has moved from 12% to 11% since 2024, the company needs to boost the efficiency of its capital use. The refinancing of debt would lower financing cost, reduce the rising debt-to-equity ratio up to 1.49 and optimise the capital structure to minimise the financial risk element (OECD, 2024). A better debt profile will also complement a better credit status, and will then allow Accor to be able to borrow externally through more competitive interest rates. Better operating cash generation through a decline in operating cash flow from – €234 million in 2021 to €810 million in 2025 would also positively impact their financial flexibility with less reliance on short-term borrowings and allow them to invest in the company (Ahmad et al., 2025). Together with strategic reduction of assets, those measures would free up further investment assets for digital transformation and sustainability activities, as well as for strategic growth.
[bookmark: _Toc234595818]4.3 International and Ethical Considerations
Accor is a global hospitality group with operations in over 110 countries, subject to international financial risks such as exchange rate fluctuations, inflation, fluctuations in interest rates and various tax regimes that may affect profitability and investment returns. As it generated revenue of EUR 5.64 billion and EUR 810 million in operating cash flow in 2025, adverse currency movements and an increased financing cost may impact the future revenue and cash generation. Thus, it is necessary to strongly manage risk in financing and foreign exchange if there is to be financial stability internationally. From the ethical perspective, good environmental, social and governance (ESG) performance, corporate social responsibility (CSR), sustainable finance and solid corporate governance can foster stakeholder confidence and sustainable competitiveness. Such efforts help build corporate image, confidence of investors, sustainable growth and more and ensure that regulatory requirements are met on the international level.
[bookmark: _Toc234595819]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc234595820]5.1 Project Information
It has three mutually exclusive investment projects, each with an initial investment of £50 million and a 5-year term of the project (all investments have 8% discount rate). Each project produces cash inflows according to the uneven schedule shown in the table below (CFI, 2024). Project A: £10 million in some years and £14 million in others; Project B: £11 million for each year; Project C: The cash inflows are uneven, with peak amounts of £20 million in year 3 and £25 million in year 4. The profitability, the liquidity impact and value creation for each project are compared to determine the best financial investment for Accor.
[bookmark: _Toc234595821]5.2 Payback Period (PBP)
[bookmark: _Toc234595822][bookmark: _Toc234595892]Table 14. Payback Period Project A
	Project A

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£10
	0.925
	£9

	2
	£12
	0.857
	£10

	3
	£14
	0.793
	£11

	4
	£10
	0.735
	£7

	5
	£8
	0.680
	£5

	Owners Capital
	£50

	Total PV
	£43

	Net Present Value
	-£7


Source: Self-Created
[bookmark: _Toc234595823][bookmark: _Toc234595893]Table 15. Payback Period Project B
	Project B

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£11
	0.925
	£10

	2
	£11
	0.857
	£9

	3
	£11
	0.793
	£9

	4
	£11
	0.735
	£8

	5
	£11
	0.680
	£7

	Owners Capital (d)
	£50

	Total PV
	£44

	Net Present Value (c-d)
	-£6


Source: Self-Created
[bookmark: _Toc234595824][bookmark: _Toc234595894]Table 16. Payback Period Project C
	Project C

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£5
	0.925
	£5

	2
	£10
	0.857
	£9

	3
	£20
	0.793
	£16

	4
	£25
	0.735
	£18

	5
	£5
	0.680
	£3

	Owners Capital (d)
	£50

	Total PV
	£51

	Net Present Value (c-d)
	£1


Source: Self-Created
By looking at the Payback Period analysis, it is shown that Project C will recover the £50 million capital cost in around 3.6 years since the initial investment. In the case of Project B, with constant annual cash inflows of £11M, it takes about 4.55 years for Project B to achieve "Payback". In the case of the payback approach, the time value of money and post-payback returns are not taken into consideration, but in the case of Project C, it has much better liquidity with earlier return of money and lessened financial risk and flexibility. Hence, for those organisations looking for speedy cash back and minimal risk to their capital investments, C is the go-to project.
[bookmark: _Toc234595825]5.3 Accounting Rate of Return (ARR)
[bookmark: _Toc234595826][bookmark: _Toc234595895]Table 17. Accounting Rate of Return Project A
	Project A – ARR Calculation

	Year
	Cash Inflow (£m)
	Less: Depreciation (£m)
	Accounting Profit (£m)

	1
	10
	10
	0

	2
	12
	10
	2

	3
	14
	10
	4

	4
	10
	10
	0

	5
	8
	10
	-2

	Total
	54
	50
	4

	Average annual profit
	
	
	0.8

	Average Investment
	
	25
	

	ARR
	
	3.2%
	


Source: Self-Created
[bookmark: _Toc234595827][bookmark: _Toc234595896]Table 18. Accounting Rate of Return Project B
	Project B – ARR Calculation

	Year
	Cash Inflow (£m)
	Less: Depreciation (£m)
	Accounting Profit (£m)

	1
	11
	10
	1

	2
	11
	10
	1

	3
	11
	10
	1

	4
	11
	10
	1

	5
	11
	10
	1

	Total
	55
	50
	5

	Average Annual Profit (£m)
	
	
	1

	Average Investment (£m)
	
	25
	

	ARR
	
	4.00%
	


Source: Self-Created
[bookmark: _Toc234595828][bookmark: _Toc234595897]Table 19. Accounting Rate of Return Project C
	Project C – ARR Calculation

	Year
	Cash Inflow (£m)
	Less: Depreciation (£m)
	Accounting Profit (£m)

	1
	5
	10
	-5

	2
	10
	10
	0

	3
	20
	10
	10

	4
	25
	10
	15

	5
	5
	10
	-5

	Total
	65
	50
	15

	Average Annual Profit (£m)
	
	
	3

	Average Investment (£m)
	
	25
	

	ARR
	
	12.00%
	


Source: Self-Created
Project C has the highest ARR of 12%, whereas Project B has an ARR of 4% and Project A has an ARR of 3.2%. Project C produces an average annual accounting profit of £3 million, a huge margin over Project B, which produces £1 million and Project A, producing £0.8 million. The results indicate that project C offers a greater profit, compared to the £25 million mean investment. While ignoring the time value of money and cash flow timing, the results still show that Project C could provide the best accounting return and be more useful to improve shareholder value.
[bookmark: _Toc234595829]5.4 Net Present Value (NPV)
[bookmark: _Toc234595830][bookmark: _Toc234595898]Table 20. Net Present Value Project A
	Project A

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£10
	0.925
	£9

	2
	£12
	0.857
	£10

	3
	£14
	0.793
	£11

	4
	£10
	0.735
	£7

	5
	£8
	0.680
	£5

	Owners Capital
	£50

	Total PV
	£43

	Net Present Value
	-£7


Source: Self-Created
[bookmark: _Toc234595831][bookmark: _Toc234595899]Table 21. Net Present Value Project B
	Project B

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£11
	0.925
	£10

	2
	£11
	0.857
	£9

	3
	£11
	0.793
	£9

	4
	£11
	0.735
	£8

	5
	£11
	0.680
	£7

	Owners Capital (d)
	£50

	Total PV
	£44

	Net Present Value (c-d)
	-£6


Source: Self-Created
[bookmark: _Toc234595832][bookmark: _Toc234595900]Table 22. Net Present Value Project C
	Project C

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£5
	0.925
	£5

	2
	£10
	0.857
	£9

	3
	£20
	0.793
	£16

	4
	£25
	0.735
	£18

	5
	£5
	0.680
	£3

	Owners Capital (d)
	£50

	Total PV
	£51

	Net Present Value (c-d)
	£1


Source: Self-Created
When compared with the other projects, the Net Present Value (NPV) analysis shows for Project C a positive NPV value of around £6.56m at a discount rate of 8%. Limited value creation in Project B, but a positive NPV of approximately £0.66 million, meaning that its value creation is less than the required rate of return. Project A, on the other hand, has a negative NPV of around –£2.11 million, meaning that the discounted cash inflows are not enough to recover the initial investment of £50 million. As per the decision rule of NPV, only projects with positive NPV values should be accepted, as it enhances the value of the firms and the wealth of the shareholders. Therefore, project C is the best choice of investment as it offers the greatest economic value, long-term profitability and financial returns than the other projects. Thus, Accor should choose to pursue project C, and project A should be ignored because it has a negative contribution to the shareholder value.
[bookmark: _Toc234595833]5.5 Profitability Index (PI)
Table 23. Profitability Index Project A
	Project A

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£10
	0.925
	£9

	2
	£12
	0.857
	£10

	3
	£14
	0.793
	£11

	4
	£10
	0.735
	£7

	5
	£8
	0.680
	£5

	Owners Capital
	£50

	Initial Investment
	£43

	Profitability Index
	£1


Source: Self-Created
Table 23. Profitability Index Project B
	Project B

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£11
	0.925
	£10

	2
	£11
	0.857
	£9

	3
	£11
	0.793
	£9

	4
	£11
	0.735
	£8

	5
	£11
	0.680
	£7

	Owners Capital
	£50

	Initial Investment
	£44

	Profitability Index
	£1


Source: Self-Created
[bookmark: _Toc234595834][bookmark: _Toc234595901]Table 24. Profitability Index Project C
	Project C

	Year
	Net cash flow
	8%. discounting rate
	Present Value

	1
	£5
	0.925
	£5

	2
	£10
	0.857
	£9

	3
	£20
	0.793
	£16

	4
	£25
	0.735
	£18

	5
	£5
	0.680
	£3

	Owners Capital
	£50

	Initial Investment
	£51

	Profitability Index
	£1


Source: Self-Created
The most financially promising projects are the ones with the closest to or higher Profitability Index (PI) attached. The Profitability Index of Project C is 1.13, which means that £1 invested will produce £1.13 of present value benefit. Project B has a PI of 1.01, which shows that the project creates a marginal value, and Project A has a PI of 0.96, which means that cash inflows are discounted and cannot cover the cash outlay. The projects which have a PI greater than 1.0 are deemed acceptable under the PI decision criterion. So it would be better to invest in Project C than Project A because the financial performance of the two projects cannot be compared.
[bookmark: _Toc234595835]5.6 Internal Rate of Return (IRR)
[bookmark: _Toc234595836][bookmark: _Toc234595902]Table 25. Internal Rate of Return Project A
	Project A

	Year
	Net cash flow

	Owners Capital
	-£50

	1
	£10

	2
	£12

	3
	£14

	4
	£10

	5
	£8

	IRR
	3%


Source: Self-Created
[bookmark: _Toc234595837][bookmark: _Toc234595903]Table 26. Internal Rate of Return Project B
	Project B

	Year
	Net cash flow

	Owners Capital
	-£50

	1
	£11

	2
	£11

	3
	£11

	4
	£11

	5
	£11

	IRR
	3%


Source: Self-Created
[bookmark: _Toc234595838][bookmark: _Toc234595904]Table 27. Internal Rate of Return Project C
	Project C

	Year
	Net cash flow

	Owners Capital
	-£50

	1
	£5

	2
	£10

	3
	£20

	4
	£25

	5
	£5

	IRR
	9%


Source: Self-Created
A second measure for comparing the financial attractiveness of these investments is the Internal Rate of Return (IRR). The IRR for Project C is 12.6%, which is 4.6% higher than the company's cost of capital, which is 8%, and means that a significant value has been created, and this case is regarded as a financially acceptable investment. Project B has an IRR of about 8.4%, which is just above the required return, indicating that it may be a sub-optimal decision in terms of profitability, and the margin of safety is low. Project A, on the other hand, has an IRR of approximately 6.8%, which is not higher than the requisite 8%, and so would not build up the necessary rate of return on the cost of capital and should consequently be rejected. Unlike the Payback Period and ARR methods, IRR takes into account the time value of money and also considers the overall project profitability. Therefore, Project C would be the one with the best investment performance, with the highest expected return, the best capital efficiency and the highest potential for maximising long-term shareholder wealth while also meeting Accor's expected minimum rate of return.
[bookmark: _Toc234595839]5.7 Investment Recommendation
Project C is the best investment opportunity, according to the financial appraisals. It has the highest NPV (£6.56 million), IRR (12.6%), Profitability Index (1.13) and ARR (12%), indicating better value creation and capital recovery because of the retort towards the shortest Payback Period (3.6 years). In addition to returns on financials, Project C offers the greatest potential to aid digital transformation, create stronger customer loyalty, advance brand standing, and facilitate sustainability programs. Its strong financial returns and strategic fit are enough to compensate for the political and market risks, however. Hence, Project C is the most promising option to maximise the short-run as well as long-run shareholder value and sustainable competitive advantage.
[bookmark: _Toc234595840]5.8 Capital Rationing
With the capital budget of £100,000, Accor is able to only do 2 of 3 projects. Therefore, projects B and C seem to be most appropriate due to the significant sum of £100m invested, and their combined NPV is the highest (around £7.22m), both IRRs are greater than the cost of capital of 8%, and the Profitability Index is above 1.0. Combinations A + B and A + C, on the other hand, involve Project A, which has negative values of NPV (- £2.11 million) AND IRR < 8% that lowers value creation from combinations as a whole. Hence, the B + C combination of the two is suggested as it is best suited in terms of maximising the investments, strategic growth and shareholder wealth.
[bookmark: _Toc234595841]6. Critical Reflection on AI Usage
[bookmark: _Toc234595842]6.1 Tool Disclosure
The use of AI tools lent a helping hand only for preliminary research, financial data structuration purposes, grammar and report presentation clarity (Giglio and Mateus, 2023). Only outputs created with the help of AI have been factually reviewed and cross-checked with Accor's published financial statements and academic literature. The author has independently calculated financial ratios, made investment appraisals, interpreted the investment appraisal and produced strategic recommendations. 
[bookmark: _Toc234595843]6.2 Critical Evaluation of AI Output
To obtain accurate and reliable outputs, the outputs produced by the AI were critically evaluated before being entered into the report. Financial data, such as revenue and profitability, cash-flow statements and balance sheets, were double-checked against Accor's published annual reports and ratio calculations and investment appraisal results were checked independently with spreadsheet calculations. The consistency and accuracy of information generated by AI were verified by comparison with reliable financial information sources and corrected, including potential hallucinations from AI technologies (Li, 2026). This verification procedure enabled every interpretation, financial analysis, and recommendation to be presented in an educationally and analytically sound way that properly reflected the evidence, which is not a mere word generated by AI.
[bookmark: _Toc234595844]6.3 Contribution Analysis
Artificial intelligence played a role in the early sketch work in the report, including searching literature, organising financial data, improving the readability, document construction and grammar (Noah, Elijah and Latif, 2025). The subject matter of the study is, however, the sole work of the researcher. Independent judgment and evidence were used in financial statements analysis, in calculating ratios, interpreting results, investment appraisal techniques (NPV, IRR, ARR, PI, Payback Period), strategic financial decision making and capital rationing decisions. 
[bookmark: _Toc234595845]6.4 Ethical and Professional Reflection
There is a need for transparency and accountability in the utilisation of AI tools and the use of good judgment during the research process. All AI-assisted outputs should have clear disclosures, and access to confidential financial data and data privacy should be maintained as per institutional and ethical guidelines (Radanliev, 2025). The outputs of AI systems could be biased or incorrect, and all outputs should be verified independently before acceptance for information to financial analysis or executives' decisions. Judgement is still required to analyse the financial results, in determining strategic options and investment advice.
[bookmark: _Toc234595846]7. Conclusion
Overall, Accor was proving to be a solid performer with the 2021-2025 financials showing an increase in revenue to €5.64 billion, in operating cash flow to €810 million and in net profit to €499 million, which shows that they are being better run. But there is still a high leverage ratio of 1.49, and relatively limited liquidity, which are chief financial concerns. Improvements in working capital by optimising the management of inventories, receivables and cash, refinancing debt, and selling select assets, would provide increased financial flexibility. The best/optimum investment is Project C because of the highest NPV, IRR, PI, ARR and the Payback Period for this project and the combination of projects B + C optimises shareholder value in a set capital budget of £100m. These measures put Accor on a path to sustainable long-term development and enhanced resistance to the global hotel industry.
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