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[bookmark: _Toc237529826]1. Introduction
The management of an international hospitality organization finances cannot be evaluated on whether the accounting profit is increasing since the sustainable value is determined by profitability, liquidity, cash generation, financing capability and investment discipline at the same time. The problem is especially concerning to IHG Hotels & Resorts that has a relatively large business model that is mostly asset-light in nature, which results in the establishment of a financial structure that is materially different when compared to that of hotel operators with huge property portfolios. 
IHG entered 2026 in a relatively robust operating position despite the imbalanced environment in the regions. The global RevPAR was growing by 1.5 in 2025, and EMEAA grew by 4.6, the Americas by 0.3 per cent and Greater China by 1.6, showing that the aggregate growth masked significant geographic variations (IHG, 2026a). The broader UK tourism landscape also continued to perform well with VisitBritain estimating 43.6 million inbound visits and 33.4 billion visitors spending in 2025, although visitor spending in real terms was estimated to have decreased by about 1 per cent (VisitBritain, 2026). Similar research also suggests that revenue-management ability is gaining relevance in safeguarding the financial sustainability of hotels in instances where the demand, prices and externalities are volatile (Lima Santos et al., 2024). This scenario implies that the financial strategy of IHG should safeguard the cash and balance-sheet strength at the same time as financing scalable expansion. This report will analyze the financial performance of the IHG Hotels and Resorts in the five years (2021-2025) and advise the financially feasible working capital, restructuring, and future investment strategies. 
[bookmark: _Toc237529827]2. Financial Health Check
[bookmark: _Toc237529828]2.1 Five-year revenue and profitability performance
The five-year performance of IHG is characterized by a high recovery of earnings, but the decreasing pace of revenue growth means that the creation of value in the future cannot rely solely on the momentum of recovery after the pandemic. Revenue increased from $2,907 million in 2021 to $5,189 million in 2025, while growth slowed from 33.88% in 2022 and 18.81% in 2023 to 6.47% in 2024 and 5.40% in 2025. In 2023, IHG achieved revenue and operating profit of $4,624 million and $1,066 million, respectively, which is compared to 3,892 million and 628 million in 2022 (IHG, 2024a). The study of hospitality indicates that attributes of the company and macro-economic variables co-determine the profitability of hotels, and thus, the ability of the hotel to grow revenues in the long run is not enough to determine its financial strength (Soni et al., 2022). Thus, IHG has left the fast recovery mode to a more mature stage of growth when margins and capital efficiency become more important.
The profitability has however increased better than the sales growth moderation would have indicated. Operating margin increased from 16.99% in 2021 to 23.09% in 2025, while net margin rose from 9.12% to 14.63% and ROA from 5.62% to 14.20%. Table 1 indicates that the 2025 operating margin was a little bit higher than the 23.05% of 2023 despite a much slower growth in revenue.
[image: ]
[image: ]
Table 1. Selected five-year financial ratios of IHG
IHG announced that its adjusted EBITDA in 2025 was 1,332 million, 12 percent higher than the previous year, even though the global RevPAR growth was only 1.5 percent (IHG, 2026a). It has been made evident in research that hotel performance is not to be evaluated with a single indicator of headline, but with a number of complementary financial indicators (Velickovic et al., 2023). Therefore, IHG is turning a moderate growth in its revenue more and more into higher earnings, which is strategically more worthwhile than growth without improvement in margin.
[bookmark: _Toc237529829]2.2 Liquidity and short-term financial capacity
The main weakness IHG has faced in its balance-sheet is that the standard liquidity has worsened despite the improvement in profitability. The current ratio fell from 1.272 in 2021 to 0.976 in 2025, while the quick ratio fell from 1.270 to 0.973 and the cash ratio from 0.893 to 0.538. The current assets stood at 2,049 million and current liabilities stood at 2,100 million in 2025 respectively, making it 51 million less in 2025. This is partially mitigated by cash-flow-based evidence since in 2025, operating cash flow is projected to be $898 million and in 2024, it will be $724 million (IHGA, 2026a). Studies on the hotel financial evaluation indicate that cash-flow ratios may be used to augment the information of the balance-sheet liquidity ratios (Seretidou et al., 2025). So, IHG does not currently exhibit an obvious cash deficit, but its lower balance-sheet cushion makes it more reliant on ongoing operating cash flows.
Liquidity benchmark supports the cautiousness, but does not mean that it is in a state of financial distress. The current ratio of 0.976 of IHG is higher than the reference of 0.87 of hotel, tourism and leisure industry according to CSIMarket, which is approximately 0.106 (CSIMarket, 2026). Nevertheless, there is widespread hospitality financial advice where a current ratio of around 1.2-2.0 is taken as an easier comfort zone, based on the business model of the operator (Hospitality Institute, 2024). IHG, therefore, is doing well as compared to a low sector standard but still short of a traditional liquidity comfort zone. The studies show that the liquidity impacts of hotels are context-specific since the excessive low liquidity and the high liquid resource inefficiently may undermine the performance (Matias et al., 2024). Therefore, the right CFO answer is not to hoard cash but to replenish a small liquidity buffer at the same time maintaining the asset-efficient capital base of IHG.
[bookmark: _Toc237529830]2.3 Operating efficiency and cash generation
The areas where IHG is operating most efficiently are its minimal inventory exposure and its rising receivable collection relative to 2021, but there have been recent efficiency gains that have levelled off. Receivables turnover improved from 5.064 times in 2021 to 6.229 times in 2025, while DSO decreased from 72.07 to 58.59 days. The asset turnover increased to 0.971 as compared to 0.616 in the period, but decreases as compared to 1.037 in 2024. Hospitality studies indicate that quality of operations and customer-management can impact financial performance due to service capability eventually converting revenue and repeat demand (Skordoulis et al., 2024). The importance of IHG high contribution to the direct channel is also strategically significant as the group has stated that 83 percent of the room revenue has been at the IHG-managed channels in 2025 (IHG, 2026b). As such, the efficiency gains must henceforth revolve around the digital collection, economics of distribution and the quality of revenue and not the physical inventory management.
The conversion of cash is additional indication that IHG has bizarre working-capital economics on account of its asset-light model. DIO is still 2.39 days in 2025 and DSO is 58.59 days and DPO is 322.96 days forming a cash conversion cycle of about -261.98 days. Studies of service sectors affirm that the correlation between CCC and profitability may vary significantly as compared to the conventional manufacturing due to the difference in working-capital makeup of service sector jobs (Stavropoulos and Zounta, 2025). IHG however calculates its DPO using trade and other payables in relation to the cost of sales and such balances can have obligations that do not act like typical supplier purchases. 
[bookmark: _Toc237529831]2.4 Gearing, shareholder returns and financial risk
The growing earnings of IHGA have also been coupled with significantly increased leverage which has posed the most obvious conflict in the financial strategy of the company. Gross debt rose to $2,845 million in 2021 to $4,201 million in 2025 with the debt as a ratio to total assets rising to 60.33 to 78.60. There was also an increase in net debt to 3,072 million as compared to 1395 million. The net debt/Adjusted EBITDA ratio of IHG however stood at 2.5 times in 2025, which is within the lower target of 2.5-3.0 times (IHG, 2025a). Scholarly data show that leverage and hotel performance may co-operate in varying ways depending on the profitability, business and firm specifics and not yielding an optimal debt level (Metaxas and Romanopoulos, 2023). Thus, IHG has still the borrowing, and the increase in absolute debt decreases the margin of simultaneous acquisitions, buybacks and massive investment.
The debt to equity ratio is not a feasible measure of solvency of IHG due to negative accounting equity. The change in the total equity between 2021 and 2025 was that of -1,474 million to -2,736 million; that is, a mathematically negative debt/equity ratio is not an indicator of low financial leverage. Interest cover is a more significant measure, and stood at 5.93 times in 2025, less than the 8.46 times of the previous year, 2023. The finance expense also rose concurrently by 2023 to 2025 by 126 and 202 million respectively. IHG paid over 1.1 billion to members of the stock in 2025 as dividends and stock buybacks, but retained its leverage structure (IHG, 2026b). The studies on financial sustainability warn that the performance should be evaluated with the ability to retain financing resilience in the long run (Velickovic et al., 2023). The distributions of the future should thus become conditional on leverage and liquidity and not be assumed to be able to be repeated in the future.
[bookmark: _Toc237529832]2.5 Overall financial diagnosis
The financial health of IHG can be thus described as very profitable and cash-generative and more leveraged and liquid. The year-over-year increase of profit was achieved to $265 million in 2021 to 759 million in 2025, the year over year EPS increased to 490.9 cents in 2025 compared to 145.4 cents in 2021 and the 2025 operating cash-flow-to-net-profit ratio stood at 1.183. Nevertheless, the current ratio continued to be less than one and net debt/Adjusted EBITDA improved to 2.5 times in 2025 as compared to 2.1 times in 2023. Literature on hotel performance indicates that accounting profitability is not a substitute of funding and financial resiliency (Soni, Arora and Le, 2022). The Q3 2025 trading update of IHG also reported disproportionate regional RevPAR as well as the persistent underperformance in Greater China (IHG, 2025b). Thus, the management is able to invest further towards growth, but the following step must be based on selective value creation as opposed to a growth that is supported by debt or unlimited capital distributions..
[bookmark: _Toc237529833]3. Working Capital Management Analysis
[bookmark: _Toc237529834]3.1 Cash operating cycle
The cash operating cycle of IHG is structurally favourable but the five-year trend of the company indicates that a portion of this strength has diminished. DSO decreased to 58.59 in 2025 compared to 72.07 in 2021 and the inventory was also low, but DPO also dropped significantly to 322.96 compared to 434.85. As a result, the cash conversion cycle shifted towards the negative, as it was at -359.77 days in 2021 and -261.98 days in 2025.
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Table 2. IHG working-capital cycle
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Figure 1: IHG working-capital cycle
Chambers and Cifter (2022) discover that there is a non-linear correlation between the working capital and the performance of the hospitality, which means that the aim is to optimize the working capital, and not to reduce it mechanically. Similarly, Ahmad, Bashir and Waqas (2022) demonstrate that the changes in the working-capital effects may vary during economic stress. Hence, the negative cycle of IHG can only be an advantage whilst it does not hurt the relationships with suppliers, liquidity resilience or operating flexibility.
[bookmark: _Toc237529835]3.2 Working-capital reforms
Rapid cash collection without undermining the owner and franchisee relationships of IHG can be considered the most suitable liquidity reform. The receivables in 2025 stood at $833 million as compared to 574 million in 2021 and DSO has settled at 58659 days since 2023. Digital billing, automated fee reconciliation, and prior exception detection and credit controls differentiation might free up cash without the need to sell material assets. Studies show that working-capital policy influences performance with the liquidity protection and the efficient use of the short-term resources (Chambers and Cifter, 2022). Liquidity monitoring should also include cash-flow evidence since the current ratios are not always the same, and the potential of the actual cash generation can be ignored (Seretidou et al., 2025). Thus, CFO must ensure DSO and overdue-receivable targets are set by market but not using a single collection target in the geographically diverse owner base of IHG.
IHG needs to maintain its favourable payment structure and at the same time avoid aggressive creditor stretching. The negative cash cycle is largely a result of the DPO of 322.96 days, which may be increased by means of deliberately changing the balance of reported CCC, but this is likely to shift the financial burden onto suppliers and hotel partners. The studies on working-capital management suggest that over-investment and over-reduction might both be detrimental towards financial performance (Ahmad, Bashir and Waqas, 2022). The responsible-business programme of IHG encompasses the relationships with people, communities and the value chain as a whole, which implies that the working-capital efficiency must not contradict the ethical business behavior (IHG, 2025c). The negotiating of contractual payment terms and centralisation of procurement data and maximising early-payment discounts where the annualised value of it is higher than the financing cost are therefore the practical reforms.
[bookmark: _Toc237529836]3.3 Short-term versus long-term financing
The temporary timing gaps might be financed by short-term financing, but IHG should not rely on it to finance structural investment as long as its current ratio is less than one. Revolving credit and short-term borrowing gives flexibility to seasonal working-capital requirements and unforeseen cash requirements, but risks of repricing and refinancing are enhanced when market rates are high. As of 30 July 2026, the Bank of England announced Bank Rate of 3.75% implying that short-term funding in sterling is still significantly more expensive than it was in the pre-tightening phase (Bank of England, 2026). Financial studies reveal that liquidity and financing structures need to be correlated to business operating features as opposed to being assessed separately (Matias et al., 2024). Term debt would therefore be best to use in long term strategic investments that can be balanced with the cash flow of future projects.
[bookmark: _Toc237529837]4. Strategic Financial Restructuring Plan
[bookmark: _Toc237529838]4.1 Capital structure and shareholder distributions
IHG needs a rigorous rebalancing of capital deployment and not a troubled financial re-engineering. The company is still profitable, cash-generative, and within its leverage policy, thus a massive equity injection would dilute its shareholders without need, and would be symptomatic of financial health problems. Nonetheless, the net debt grew to $3,072 million in the workbook and leverage to 2.5 times Adjusted EBITDA and traditional liquidity to less than one. The capital-allocation framework described by IHG comprises the growth investment, sustainable dividend and excess capital-return and an investment-grade profile (IHG, 2025a). Research on hospitality financial performance also reveals that debt should be used in conjunction with profitability and operating capacity, but not as a single optimisation goal (Matias et al., 2024). Thus, the next round of share repurchases must be cut or postponed in case leverage exceeds target range or liquidity is worsened, as distributions must be an output of financial capacity and not a promise.
A large merger that relies on debt to finance its activities is not the right mechanism of restructuring as compared to a targeted asset and portfolio rationalisation. Based on this, non-core owned assets or investments that are not reinforcing the brand platform can be sold and the revenues repurposed into digital infrastructure, loyalty, conversions and higher-return markets. Studies reveal that the ability of revenue management enhances financial sustainability by enhancing the quality of revenue decisions in the face of uncertainty operating conditions (Lima Santos et al., 2024). The research of hotel business-performance also emphasizes the importance of considering financial measures along with operational and strategic drivers, as opposed to considering them separately (Skordoulis et al., 2024). Therefore, divestiture is acceptable when it enhances the profitability of capital and flexibility and merger should be undertaken when identifiable synergies surpass the cost of acquisition and integration.
[bookmark: _Toc237529839]4.2 International financial risks
IHG should directly include currency and inflation risk in its capital structure since there is no elimination of financial volatility by geographically diversified revenues. IHG has already seen performance variation across regions in 2025 with EMEAA performing better and Greater China declining, proving that a single global forecast cannot represent all markets (IHG, 2025b). The UK has a 3.0% annual CPI inflation in January 2026 and 4.1% restaurants and hotels inflation which further strains hospitality operating economics (ONS, 2026). Despite the fact that in the IHG asset-light model, much of the property-level cost risk is transferred to the owners, the long-term impact of wage, utility and food inflation can undermine the profitability of the owners, dampen the desire to develop and eventually limit the fee base of IHG.
[bookmark: _Toc237529840]4.3 ESG and ethical restructuring
The reorganization of IHG needs to consider ESG investment as a value generator and financial limit instead of discretion cost. The carbon and energy, waste, water, people and communities, and the Journey to Tomorrow programme of the group also takes care of the third parties that own the majority of hotels in its system of asset light (IHG, 2025c). Studies conducted among hospitality companies worldwide establish a connection between ESG ratings and corporate financial performance, although the outcomes depend on the ESG dimension and company-specific circumstances (Lu et al., 2025). Broader evidence documents the positive associations between ESG systems and measures like ROA and ROE and establishes leverage as a possible financial limitation (Li et al., 2024). The IHG carbon strategy also claims that a reduction in energy can reduce the operating costs and decrease the risks that are related to resources and regulations in the long run (IHG, 2025d). Thus, the restructuring decisions must be biased towards the projects that generate plausible financial returns and quantifiable environmental benefits as opposed to the ESG spending that cannot exhibit either of them.
It also has a revenue side implication as sustainable practices may translate into economic benefits through customer loyalty. Hotel consumers show that perceived sustainability practices have the potential to enhance loyalty and revisit intention (Dedat and Rodrigues, 2025). Similar results were also achieved by Shrivastava and Gautam (2024) who discovered that 397 valid respondents were more willing to patronise a hotel in relation to sustainability practices. This does not imply that all environmental initiatives will necessarily create a positive NPV, the customer perceptions, costs and local market conditions vary.
[bookmark: _Toc237529841]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc237529842]5.1 Comparative appraisal of Projects A, B and C
The timing of cash-flow of the three projects varies significantly and they cannot be ranked with the help of a single accounting parameter. Project A generates 54 million of undiscounted inflows, Project B 55 million and Project C 65 million, and would have an initial investment of £50 million, which would be injected into each project. Linear write-down to zero = £10 million yearly per project. Recent studies on capital-budgeting prove that organizations often integrate NPV, IRR and payback since they represent various aspects of investment performance (Mota and Moreira, 2023). Sinaga et al. (2023) also draw a line between discounted value measurements and the less complex payback method. Project C as shown in Table 3 prevails in the alternatives in all measures that were taken in the brief.
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Table 3. Investment appraisal results
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Figure 2: NPV
The investment of Project C is supported by Payback since the project will break even after 3.6 years, as compared to 4.5 and 4.55 years of investment in Project A and B respectively. It can be applied to IHG since the ratio of the current assets is lower than one and quicker recovery of capital minimizes the duration of liquidity being held up. Payback however does not consider time value of money and post-recovery cash flows that may make an economically inferior project seem appealing (Sinaga et al., 2023). Capital-budgeting studies thus reveal that companies tend to combine payback and more advanced discounted methods, instead of having them as alternatives (Mota and Moreira, 2023). The payback of project C is thus facilitative and not decisive. In general, payback makes the case of C more convincing since an actual liquidity motive of IHG to appreciate the past recovery is present, yet the determination of shareholder value should be made by use of discounted cash flow.
ARR generates identical ranking but with lesser evidence since it evaluates accounting returns as opposed to discounted cash value. Project A, Project B and Project C yield an ARR of only 1.6, 2.0 and 6.0 respectively. Positive ARR fails to create economic acceptability as a project may report a positive accounting profit and still less than the amount that is needed by investors. Comparative studies of capital-budgeting techniques claim that discounted techniques offer a more detailed picture of investment worth in circumstances whereby the timing of cash flows vary (Purnamasari and Adriza, 2024). This weakness is significant to IHGA as by 2025 it already has strong financial performance with its operating margin standing at 23.09, so any project with low returns that is taken due to the positive ARR will only dilute the capital productivity. Project C is most robust on ARR, but even its 6% amount cannot be used alone to promote its approval. Thus, ARR should be rather considered as a secondary accounting indicator and not the core of the investment decision.
The NPV has the best decision criterion since it directly quantifies the incremental present value generated by applying the necessary 8% return. Project A kills 6.544 million pounds worth and Project B kills 6.080 million but, Project C generates 0.858 million pounds. There is capital-budgeting evidence that NPV is an effective central economic decision tool since it includes the time value of money and considers absolute value creation (Purnamasari and Adriza, 2024). This conclusion can be supported by the profitability index since only £0.869 and 0.878 of discounted inflow per pound of investment are generated by A and B, respectively, as compared to C, which generates about 1.017. IHG should thus reject A and B irrespective of their positive undiscounted total inflows. But the NPV of C is only 1.7 of its initial investment of £50 million, which does not offer much insurance against forecast error. Therefore, Project C is viable at the base case, but with its narrow value spread, it needs to have stricter risk management than its positive NPV alone would initially indicate.
IRR comes to the same conclusion with the small margin of safety being especially noticeable. In Project A, the IRR would be around 2.72% and Project B 3.26, which is significantly lower than the required rate of 8% whereas in Project C, it would be around 8.59. Studies that compare NPV and IRR highlight that IRR is convenient to communicate the threshold of a percentage of returns but must be used in conjunction with NPV and not mechanically when project cash-flow patterns vary (Sinaga et al., 2023). Project C is only marginally beating the rate of the hurdle (approximately, 0.59 percentage points) which implies that slight cost increase, slower cash flows or reduced demand will eliminate its economic benefit. This is particularly crucial when the inflation in the UK hospitality sector is still high and the finance facilities are tighter than during the low-rate period (Bank of England, 2026). Thus, C must be approved with post-approval surveillance of the timing of the cash-flow and the project-specific risk instead of being considered to be comfortably above the acceptance criterion.
[bookmark: _Toc237529843]5.2 Financial and non-financial recommendation
The right project to invest in IHG is Project C since it generates value and also recovers capital quicker than the other alternatives, although it should be chosen conditionally on strategic fit. The ability of IHG to finance a project of £50 million is backed by its high profitability and operating cash flow of $898 million, but the current ratio of 0.976 and net debt/Adjusted EBITDA of 2.5 times say that it is not worth investing in multiple marginal projects at the same time. The 2025 performance of IHG indicates that it has continued to invest and generate returns to its shareholders and maintain a strict leverage policy (IHG, 2026a). The non-financial screening is also to check on geographic political risk, exposure to local currency, involvement of the owners, regulatory approvals and impact on customer loyalty. Surveys show that customer satisfaction levels and service delivery at hotels may be part of financial-performance implications, i.e. that the forecasted cash flows are not entirely independent of customer reaction (Skordoulis et al., 2024). Thus, C must advance in areas where its positioning, brand positioning and operating design cushion the already-low positive financial margin.
The risks of sustainability and loyalty are yet another reason that requires the project-specific due diligence. IHG has a global network where decisions made regarding investments can impact brand perception even in other projects and sustainability research shows that environmentally friendly hotel management practices can enhance intentions to come back (Dedat and Rodrigues, 2025). The carbon strategy of IHG itself focuses on energy-saving, lowering operating-cost, securing resources and reducing risk to the owners of the hotels (IHG, 2025d). This means that under Project C, the cost of energy, the amount of carbon it will need and the economics of the owner should be stress-tested alongside the cash-flow forecast provided. This becomes especially crucial since its IRR is less than one percentage point away than the hurdle rate. A project of higher environmental design can help in lessening the operating exposure in future but a costly sustainability specification that does not provide compensating savings might also eliminate the NPV of C. Therefore, non-financial factors ought to alter the project forecast as opposed to dominating the basic demand of positive economic value.
[bookmark: _Toc237529844]5.3 Capital rationing under the £100 million ceiling
The 100 million limit is a maximum amount of investment as opposed to spending the entire amount. Since each project will require a cost of 50 million pounds, IHG has the option of choosing any two projects but capital rationing would entail that the combination that provides the highest value is chosen and not the use of the funds. This profitability index is especially insightful in situations with limited capital since it presents discounted benefits in comparison with capital invested, but absolute NPV is necessary to maximise shareholder-value (Mota and Moreira, 2023). Table 4 indicates that all the two-project combinations give a negative aggregate NPV.
[image: ]
Table 4. Capital-rationing alternatives
Even though B+C is the least damaging two-project combination, its acceptance solely due to having available the funds of £100 million would ruin the value of £5.222 million. Thus, the most economically optimal rationing choice would be to invest in C with a 50 million pound and hold the rest 50 million pounds as liquidity, debt repayment or a positive-NPV opportunity in the future.
The hoarding of idle cash is especially justifiable to IHG since financial flexibility now is quantifiably strategic. The earnings of the company are strong, yet net debt has increased and its current ratio is lower than one, and regional demand growth is inhomogeneous. Capital-budgeting studies indicate that advanced methods can be used to enhance the quality of investment decisions when risk is clearly captured as opposed to managers depleting budgeted amounts (Purnamasari and Adriza, 2024). Disciplined capital allocation is also highlighted in the 2025 investor materials of IHG as part of its target leverage framework (IHG, 2025a). The expenditure of the £50 million on B just so that it would get to the £100 million cap would hence be illogical with regards to NPV logic as well as the priorities of the present balance-sheet of IHG. On the whole, Project C, in itself, maximises value and maintains strategic optionality, which is economically better than using all available capital into a negative-NPV portfolio.
[bookmark: _Toc237529845]6. Critical Reflection on AI Usage
[bookmark: _Toc237529846]6.1 Tool disclosure and verification
Artificial intelligence usage in this report was carefully restricted in such a way that the financial analysis was made a part and parcel of my own calculations, judgement and interpretation. The application of grammar was done only to detect grammar, spelling and sentence-structure mistakes during the writing process. It was not employed to create financial analysis, ratios, to choose investment projects or make strategic recommendations. The spelling and punctuation and readability were also checked using Microsoft Word proofreading functions before the finalisation of the report. Studies have shown that AI-based writing assistants can enhance the speed and readability of written communication, yet their outputs need to be checked by a human as the automated mechanism may add unsuitable language or change the meaning (Lee et al., 2024). Ridzuan et al. (2024) also claim that the responsible use of AI needs transparency and human responsibility. I would thus revise all the proposed corrections prior to its acceptance and was left in charge of the final wording. In general, the tools aided in the accuracy of language as opposed to academic or financial judgement.
It was particularly important to be verified since even basic writing-support software may suggest changes that are semantically correct but inappropriate in a financial setting. As an illustration, Grammarly might propose to substitute technical terms with more simple ones, but altering long-established terms like net debt/Adjusted EBITDA, profitability index or cash conversion cycle might decrease the financial precision. I then checked against the original financial meaning all those sentences that had been altered and eliminated any change that diluted technical accuracy. The same was done with the proofreading suggestions of Microsoft Word since automated readability corrections are not aware of the entire context of accounting. Williamson (2024) emphasizes that the results of automated language technologies might seem authoritative yet need close human supervision. According to Nastoska et al. (2025), transparency, robustness, and human validation are also emphasised in the trustful AI usage. As such, presentation quality was only enhanced, thanks to the fact that the suggestions of the proofreading tools were not just blindly accepted.
[bookmark: _Toc237529847]6.2 Contribution, ethics and professional judgement
The substantive contribution to this report was by me as the financial calculations, explanations and recommendations were made based on the published information on the IHGA, and the finished Excel workbook. Grammarly was only used to correct sentences and refine language and Microsoft Word assisted with proofreading and final presentation. Both tools did not establish the interpretation of the liquidity, leverage, profitability or working-capital position of IHG and neither chosen Project C nor determined the decision of capital-rationing of £100 million. It has been proposed that technology has potential to enhance efficiency in financial reporting, however, professional judgement and governance is needed where conclusions can influence significant decision making (Alhazmi et al., 2025). Ethical use also involved the not uploading of confidential financial, customer or employee data into external systems and being open to the restricted purpose of automated tools. So, Grammarly and Microsoft Word improved the readability and professionalism of the report, and it was my responsibility to do the financial reasoning, evidence, and final recommendations.
[bookmark: _Toc237529848]7. Conclusion
This report was commissioned with the objective of appraising the five-year financial performance of IHG Hotels and Resorts and come up with financial recommendations that were financially viable in terms of working capital, restructuring and future investment. The analysis concludes that IHG is significantly better in profitability and cash generation as compared to the year 2021 and revenue, operating profit, margins and returns on assets are significantly better. But the financial position of the company is not equally stronger since the conventional liquidity is lower than one, absolute debt is higher, accounting equity is negative and net debt/Adjusted EBITDA has gone back to 2.5 times. The business recovery is thus not a financial challenge, but rather maintenance of flexibility in balance sheet whilst it attempts to generate shareholder value.
An analysis of working-capital shows that IHG has an odd negative cash conversion cycle, but the interpretation should be based on the asset-light accounting structure of the group. The best answer is to enhance the collection of receivables, keep payment terms and use commercial terms short-term financing should only be used to meet short-term liquidity needs. IHG does not need an equity restructuring that is in distress. The decision of investment is also quite evident. Project A and B ruin shareholder value below the 8% hurdle rate, but Project C is the only proposal that has a positive NPV, PI exceeding one and IRR higher than the hurdle rate. However, its NPV of 0.858 million and 8.59% IRR only offer a small margin of safety and monitoring risks is necessary. Project C will then have an investment of only £50 million instead of the actual 100 million invested in the project by IHG under capital rationing since all two project portfolios will have negative NPV. Disciplined selectivity is then the best future financial plan: defend liquidity, manage leverage and commit capital only where the anticipated payoff has proven to be greater than its economic and strategic risk.
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Metric 2021 2022 2023 2024 2025

Inventory days (DIO) 3.0 2.3 2.5 2.0 2.4

Receivable days (DSO) 72.1 60.6 58.4 58.2 58.6

Payable days (DPO) 434.8 392.6 349.8 318.5 323.0

Cash conversion cycle (days) -359.8-329.8-288.9-258.3-262.0

Working capital (US$ m) 442 134 (61) (59) (51)

Current ratio 1.27x 1.09x 0.97x 0.97x 0.98x

Operating cash flow / current liabilities 0.39x 0.42x 0.41x 0.38x 0.43x
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Year Project AProject BProject C YearDiscount factorPV APV BPV C

0 (50.00) (50.00) (50.00) 1 0.9259 9.2610.19 4.63

1 10.00 11.00 5.00 2 0.857310.29 9.43 8.57

2 12.00 11.00 10.00 3 0.793811.11 8.7315.88

3 14.00 11.00 20.00 4 0.7350 7.35 8.0918.38

4 10.00 11.00 25.00 5 0.6806 5.44 7.49 3.40

5 8.00 11.00 5.00
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Technique Project AProject BProject C

Payback period (years) 4.50 4.55 3.60

ARR 1.6% 2.0% 6.0%

NPV @ 8% (£m) (6.54) (6.08) 0.86

Profitability Index 0.869x 0.878x 1.017x

IRR 2.7% 3.3% 8.6%

Decision by NPV Reject Reject Accept

Appraisal Results
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Option Projects

Investment 

(£m)

Combined 

NPV (£m)

Combined 

PV inflows 

(£m)

Combined 

PI

Decision comment

1 A + B 100.00 (12.62) 87.38 0.874x

Reject: both projects have negative 

individual NPV.

2 A + C 100.00 (5.69) 94.31 0.943x

Reject as pair: C cannot offset A's 

value destruction.

3 B + C 100.00 (5.22) 94.78 0.948x

Best two-project combination if 

£100m must be deployed, but 

combined NPV remains negative.

4 C only 50.00 0.86 50.86 1.017x

Economically optimal under a 

maximum (not minimum) £100m 

budget: accept C and leave £50m 

uncommitted.
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Metric / US$ million unless stated 2021 2022 2023 2024 2025 Source / note

Total revenue 2,907 3,892 4,624 4,923 5,189IHG annual reports / full-year results

Cost of sales 486 648 742 745 764IHG annual reports

Operating profit 494 628 1,066 1,041 1,198IHG annual reports

Profit before tax 361 540 1,010 897 1,074IHG annual reports

Profit for the year 265 376 750 628 759IHG annual reports

Financial expenses 147 118 126 178 202IHG annual reports

Basic EPS (US cents) 145.4 207.2 443.8 389.6 490.9IHG annual reports

Dividend per share (US cents) 85.9 138.4 152.3 167.6 184.5IHG full-year results

Net cash from operating activities 636 646 893 724 898IHG full-year results

Adjusted EBITDA 631 896 1,086 1,189 1,332IHG full-year results

Net debt / Adjusted EBITDA (x) 3.0x 2.1x 2.1x 2.3x 2.5xIHG full-year results

Current assets 2,066 1,678 2,129 1,869 2,049IHG statements of financial position

Inventories 4 4 5 4 5IHG statements of financial position

Trade and other receivables 574 646 740 785 833IHG statements of financial position

Cash and cash equivalents 1,450 976 1,322 1,008 1,129IHG statements of financial position

Total assets 4,716 4,216 4,813 4,748 5,345IHG statements of financial position

Current liabilities 1,624 1,544 2,190 1,928 2,100IHG statements of financial position

Trade and other payables 579 697 711 650 676IHG statements of financial position

Current borrowings 292 55 599 398 478IHG statements of financial position

Non-current borrowings 2,553 2,341 2,567 2,876 3,723IHG statements of financial position

Total liabilities 6,190 5,824 6,759 7,056 8,081IHG statements of financial position

Total equity (1,474) (1,608) (1,946) (2,308) (2,736)IHG statements of financial position

Gross debt 2,845 2,396 3,166 3,274 4,201

Net debt 1,395 1,420 1,844 2,266 3,072

Working capital 442 134 (61) (59) (51)

IHG Five-Year Financial Statement Inputs

Statement of Financial Position
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Ratio 2021 2022 2023 2024 2025 Interpretive focus

Revenue growth n.m. 33.9% 18.8% 6.5% 5.4%Growth

Gross profit margin 83.3%83.4% 84.0% 84.9%85.3%Margin

Operating profit margin 17.0%16.1% 23.1% 21.1%23.1%Margin

Net profit margin 9.1% 9.7% 16.2% 12.8%14.6%Margin

Return on assets (year-end) 5.6% 8.9% 15.6% 13.2%14.2%Return

Current ratio 1.27x 1.09x 0.97x 0.97x 0.98xLiquidity

Quick ratio 1.27x 1.08x 0.97x 0.97x 0.97xLiquidity

Cash ratio 0.89x 0.63x 0.60x 0.52x 0.54xLiquidity

Receivables turnover 5.06x 6.02x 6.25x 6.27x 6.23xEfficiency

Asset turnover 0.62x 0.92x 0.96x 1.04x 0.97xEfficiency

Inventory days (DIO) 3.0 2.3 2.5 2.0 2.4Cycle

Receivable days (DSO) 72.1 60.6 58.4 58.2 58.6Cycle

Payable days (DPO) 434.8 392.6 349.8 318.5 323.0Cycle

Cash conversion cycle -359.8-329.8 -288.9 -258.3-262.0Cycle

Debt / total assets 0.60x 0.57x 0.66x 0.69x 0.79xLeverage

Debt / equity -1.93x-1.49x -1.63x -1.42x-1.54xLeverage

Interest cover 3.36x 5.32x 8.46x 5.85x 5.93xDebt service

Net debt / Adjusted EBITDA 3.00x 2.10x 2.10x 2.30x 2.50xLeverage

EPS growth n.m. 42.5%114.2%(12.2%)26.0%Shareholder return

Dividend payout ratio 59.1%66.8% 34.3% 43.0%37.6%Distribution

Operating cash flow / current liabilities 0.39x 0.42x 0.41x 0.38x 0.43xLiquidity

Operating cash flow / net profit 2.40x 1.72x 1.19x 1.15x 1.18xCash conversion

INVESTMENT

CASH FLOW

Comprehensive Financial Ratio Analysis

PROFITABILITY

LIQUIDITY

EFFICIENCY

GEARING / SOLVENCY
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Metric 2021 2022 2023 2024 2025

Inventory days (DIO) 3.0 2.3 2.5 2.0 2.4

Receivable days (DSO) 72.1 60.6 58.4 58.2 58.6

Payable days (DPO) 434.8 392.6 349.8 318.5 323.0

Cash conversion cycle (days) -359.8-329.8-288.9-258.3-262.0

Working capital (US$ m) 442 134 (61) (59) (51)

Current ratio 1.27x 1.09x 0.97x 0.97x 0.98x

Operating cash flow / current liabilities 0.39x 0.42x 0.41x 0.38x 0.43x

Working Capital & Cash Operating Cycle
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Measure IHG 2025

Sector / 

reference

Lower 

healthy 

reference

Upper healthy 

reference

Gap vs 

sector

Assessment

Current ratio 0.98x 0.87x 1.20x 2.00x 0.11x

Above sector, below 

healthy range

Quick ratio 0.97x 0.87x 1.00x 1.00x 0.10x

At / above reference 

proxy

IHG Liquidity Benchmarking
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Initial investment per project (£m) 50.00

Discount rate 8.0%

Project life (years) 5.00

Residual value (£m) -

Straight-line depreciation (£m p.a.) 10.00

Year Project AProject BProject C YearDiscount factorPV APV BPV C

0 (50.00) (50.00) (50.00) 1 0.9259 9.2610.19 4.63

1 10.00 11.00 5.00 2 0.857310.29 9.43 8.57

2 12.00 11.00 10.00 3 0.793811.11 8.7315.88

3 14.00 11.00 20.00 4 0.7350 7.35 8.0918.38

4 10.00 11.00 25.00 5 0.6806 5.44 7.49 3.40

5 8.00 11.00 5.00

Investment Appraisal – Projects A, B and C

Project Cash Flows (£m)

Assumptions
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Technique Project AProject BProject C

Payback period (years) 4.50 4.55 3.60

ARR 1.6% 2.0% 6.0%

NPV @ 8% (£m) (6.54) (6.08) 0.86

Profitability Index 0.869x 0.878x 1.017x

IRR 2.7% 3.3% 8.6%

Decision by NPV Reject Reject Accept

Appraisal Results
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Option Projects

Investment 

(£m)

Combined 

NPV (£m)

Combined 

PV inflows 

(£m)

Combined 

PI

Decision comment

1 A + B 100.00 (12.62) 87.38 0.874x

Reject: both projects have negative 

individual NPV.

2 A + C 100.00 (5.69) 94.31 0.943x

Reject as pair: C cannot offset A's 

value destruction.

3 B + C 100.00 (5.22) 94.78 0.948x

Best two-project combination if 

£100m must be deployed, but 

combined NPV remains negative.

4 C only 50.00 0.86 50.86 1.017x

Economically optimal under a 

maximum (not minimum) £100m 

budget: accept C and leave £50m 

uncommitted.

Capital Rationing – £100m Maximum Investment
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Ratio 2021 2022 2023 2024 2025 Interpretive focus

Revenue growth n.m. 33.9% 18.8% 6.5% 5.4%Growth

Gross profit margin 83.3%83.4% 84.0% 84.9%85.3%Margin

Operating profit margin 17.0%16.1% 23.1% 21.1%23.1%Margin

Net profit margin 9.1% 9.7% 16.2% 12.8%14.6%Margin

Return on assets (year-end) 5.6% 8.9% 15.6% 13.2%14.2%Return

Current ratio 1.27x 1.09x 0.97x 0.97x 0.98xLiquidity

Quick ratio 1.27x 1.08x 0.97x 0.97x 0.97xLiquidity

Cash ratio 0.89x 0.63x 0.60x 0.52x 0.54xLiquidity

Receivables turnover 5.06x 6.02x 6.25x 6.27x 6.23xEfficiency

Asset turnover 0.62x 0.92x 0.96x 1.04x 0.97xEfficiency

Inventory days (DIO) 3.0 2.3 2.5 2.0 2.4Cycle

Receivable days (DSO) 72.1 60.6 58.4 58.2 58.6Cycle

Payable days (DPO) 434.8 392.6 349.8 318.5 323.0Cycle

Cash conversion cycle -359.8-329.8 -288.9 -258.3-262.0Cycle
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Debt / total assets 0.60x 0.57x 0.66x 0.69x 0.79xLeverage

Debt / equity -1.93x-1.49x -1.63x -1.42x-1.54xLeverage

Interest cover 3.36x 5.32x 8.46x 5.85x 5.93xDebt service

Net debt / Adjusted EBITDA 3.00x 2.10x 2.10x 2.30x 2.50xLeverage

EPS growth n.m. 42.5%114.2%(12.2%)26.0%Shareholder return

Dividend payout ratio 59.1%66.8% 34.3% 43.0%37.6%Distribution

Operating cash flow / current liabilities 0.39x 0.42x 0.41x 0.38x 0.43xLiquidity

Operating cash flow / net profit 2.40x 1.72x 1.19x 1.15x 1.18xCash conversion
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