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[bookmark: _Toc235788204]Financial Health Check 
1.1 [bookmark: _Toc235788205]Basis of analysis
[image: Our history - InterContinental Hotels Group PLC]
This financial health check is based on IHG's consolidated financial statements as audited for the 2021-2025 period. The underlying figures have been taken from the Group income statements, financial position statements and the statements of cash flows. The ratios were not copied from the management commentary but were calculated independently. The 2021–2022 figures are drawn from the 2022 Annual Report, 2023–2024 from the 2024 Annual Report, and 2025 from the latest 2025 Annual Report. Total IFRS revenue is reported consistently but includes System Fund and reimbursable revenue. As IHG reports free cash flow, the adjusted version has been retained as a supplemental non-GAAP measure. Appendices A–C contain original inputs, formulas and calculations (IHG, 2023; IHG, 2025; IHG, 2026).
1.2 [bookmark: _Toc235788206]Five-year financial-statement performance

IHG's post-pandemic recovery is evident in the income statement, and it has continued to grow profitably since. Revenue increased from $2,907 million in 2021 to $5,189 million in 2025, an increase of 78.5% and a compound annual growth rate of approximately 15.6%. Operating profit grew even faster, from $494 million to $1,198 million, and profit after tax grew from $265 million to $759 million. As a result, operating profit increased 142.5% and net profit increased 186.4% during the review period. The outcome of 2025 was especially impressive: its revenue grew 5% year-on-year, its operating profit grew 15% and its basic EPS increased 26% to 490.9 cents. However, the profit trajectory was interrupted in 2024 when operating profit decreased from $1,066m to $1,041m or a decline of 2.4%, and net profit dropped from $750m to $628m, or by 3%, in 2024, before improving in 2025 (IHG, 2023; IHG, 2026; IHG, 2026). 
The trend is not as pleasant on the balance sheet. Total assets grew by 14 percent, from $4,716 million to $5,345 million, but total liabilities increased by 26 percent from $6,190 million to $8,081 million. As a result, the Group's negative equity increased from $1,474 million to $2,736 million. Net debt initially decreased slightly to $1,851 million in 2022 but then climbed to $2,272 million in 2023, $2,782 million in 2024 and $3,333 million in 2025. IHG attributed the 2025 increase principally to more than $1.1 billion of dividends and repurchases, acquisition expenditure and adverse foreign-exchange effects. IHG's operating recovery is therefore real, but cash eroded value has occurred at a greater pace than generated cash, pushing more risk back onto the balance sheet (IHG, 2023; IHG, 2025; IHG, 2026).

1.3 [bookmark: _Toc235788207]Profitability and operating efficiency

Appendix B shows that operating margin improved from 16.99% in 2021 to 23.09% in 2025, while net margin rose from 9.12% to 14.63%. In 2024, the net margin was 12.76%, which was impacted by lower reported operating profit and higher financial expenses compared to 2023, which had the highest net margin of 16.22%. Return on average assets also improved, rising from 5.43% to 15.04%, with a maximum of 16.61% in 2023. These results illustrate the concept of "operating leverage" as profits grew significantly ahead of the increases in assets. This fits within IHG's asset-light strategy, whereby the majority of hotels are leased or managed for third-party operators and growth is driven through relatively small scale investment in direct properties (IHG, 2025; IHG, 2026). 
Efficiency indicators confirm this. In 2021, asset turnover was 0.60 times, which rose to nearly 1.03 times in 2024 and 2025. Receivables turnover increased from 5.34 to 6.41 times, and estimated collection days decreased from 68.3 to 56.9 days. Receivables grew from $574 million to $833 million, but revenue rose even more, leading to a higher collection efficiency against the pandemic-growth base. Despite the slight deterioration from 54.7 days in 2023 to 56.9 days in 2025, it should be monitored, especially if franchisees or hotel owners are at risk of financial stress during a downturn causing fee collection to be delayed (IHG, 2022, 2025 and 2026).

1.4 [bookmark: _Toc235788208]Liquidity and working-capital position

Liquidity did not improve significantly in the recovery. Net working capital declined from a positive $442 million in 2021 to negative $61 million in 2023, negative $59 million in 2024 and negative $51 million in 2025. The current ratio therefore fell from 1.27 to 0.98, the quick ratio from 1.27 to 0.97, and the cash ratio from 0.89 to 0.54. Current ratio is virtually the same as quick ratio because inventory is very small. In a traditional sense, a ratio of less than 1.0 means that current liabilities are higher than current assets. Acceptable liquidity varies, however, between industries and service businesses with little inventory may operate safely below the traditional general benchmarks (ACCA, n.d.; IHG, 2023; IHG, 2026). 
That concern is diminished by IHG's liability structure. As of the end of 2025, deferred revenue amounted to $829 million, representing 39.5% of current liabilities totaling $2,100 million. These obligations are normally paid in the future by the loyal customers, the reservation, or the related services, or in part by cash and in part by future services. Moreover, operating cash flow was positive each year and was $898 million in 2025. The risk is not immediate illiquidity but rather a decline in financial flexibility: a sudden drop in travel demand, slow owner repayments or limited refinancing options could put pressure on a company with negative working capital and high debt (IHG, 2026).

1.5 [bookmark: _Toc235788209]Gearing, investor returns and cash-flow quality





Conventional debt to equity ratio is not useful because the shareholders’ equity is negative for the entire period. The interest-bearing borrowings/asset, total liabilities/asset and interest cover are therefore used in Appendix B. Debt-to-assets increased from 69.21% in 2021 to 86.19% in 2025, while liabilities-to-assets rose from 131.26% to 151.19%. However, despite the increase in interest, it was still lower than the 8.46 times recorded in 2023, but higher than 3.36 times in 2021. IHG's net debt to adjusted EBITDA was 2.5 times in 2025, slightly below the lower end of the target range of 2.5–3.0 times. This suggests that the servicing capacity is currently acceptable, but with still negative equity and rising absolute debt, the resilience when earnings suffer or when credit conditions tighten are reduced (IHG, 2025; IHG, 2026). 
Investor measures are strong. The basic EPS was up from 145.4 cents to 490.9 cents, while the annual dividend had gone up from 85.9 cents to 184.5 cents. Dividend cover increased from 1.69 times to 2.66 times and payout ratio decreased from 59.08% to 37.58%, indicating that ordinary dividend is maintainable. Buybacks are a bigger concern (Nirino et al., 2021),  Cash flow from operating activities rose from $636 million in 2021 to $898 million in 2025 and Adjusted Free Cash Flow rose from $589 million to $893 million. Yet dividends and buybacks together exceeded operating cash flow in every year from 2022: the ratio was 110.68% in 2022, 115.90% in 2023, 146.82% in 2024 and 129.96% in 2025. In 2025 alone, $1,167 million was distributed against $898 million of operating cash flow. This policy has aided EPS with a lower share count, but it also accounts for the increase in net debt and increasingly negative equity (IHG, 2023; IHG, 2025; IHG, 2026).
1.6 [bookmark: _Toc235788210]Liquidity comparison with hospitality-sector peers
Comparing year to year is the most meaningful comparison, not a universal ratio. Table 1 compares IHG with Hilton, Wyndham and Accor on the basis of their official 2025 consolidated balance sheets. Ratios are not in monetary terms. For this calculation, the quick ratio is equal to the current ratio because Hilton and Wyndham have not reported inventory separately in the asset sections of their financial statements (Ahmad, Mobarek and Roni, 2021), 
Table 1: Hospitality-sector liquidity benchmark, 2025
	Company
	Current ratio
	Quick ratio
	Cash ratio

	IHG
	0.976
	0.973
	0.538

	Hilton Worldwide
	0.665
	0.665
	0.204

	Wyndham Hotels & Resorts
	0.858
	0.858
	0.126

	Accor
	1.048
	1.035
	0.435

	Peer median excluding IHG
	0.858
	0.858
	0.204

	General reference point
	1.000
	1.000
	No universal level


IHG's current ratio of 0.976 and quick ratio of 0.973 fall short of the basic 1.0 benchmark and Accor's ratios respectively but are about 14% higher than the peer median of 0.858. It has the highest cash ratio (0.538) in the sample, and this is 2.64 times the peer median of 0.204. In fact, IHG's liquidity is not weak when compared to other comparable hotel groups. The position is described as adequate but highly controlled, the cash buffer is relatively robust and there is limited coverage of total current assets in case of operations or capital market disruptions (Ahmad, Mobarek and Roni, 2021), 

1.7 [bookmark: _Toc235788211]Overall financial-health judgement
IHG's main advantages are high revenue growth, rising margins, asset productivity, high interest cover, high cash generation and well-covered ordinary dividends. The key dangers are increased net debt, ongoing negative equity, negative working capital, and finance costs and distributions to shareholders that continue to be higher than operating cash generation which occurs annually. The financial situation is thus very healthy yet highly geared. First, as CFO, the focus should be on protecting liquidity and investment-grade capacity, with discretionary repurchases limited to residual free cash flow after dividends, strategic investment and debt reduction, and receivables control tightened, and leverage maintained at the low end of the 2.5–3.0-times range.
2 [bookmark: _Toc235788212]Working Capital Management Analysis
2.1 [bookmark: _Toc235788213]Cash operating cycle
The cash operating cycle is the number of days from purchasing raw materials to collecting cash from customers. It is determined by adding inventory days to receivables days and subtracting payables days (ACCA, n.d.). Average receivables were about $809 million in IHG, average inventory was $4.5 million, and average current trade and other payables were $663 million. Revenue applied is $5,189 million, cost of sales applied is $764 million, receivables days are 56.9, inventory days are 2.2 and payables days are 316.7. The mechanical cash cycle is therefore negative 257.6 days, as shown in Table 2 (IHG, 2026).
Table 2: IHG’s Indicative Cash Operating Cycle, 2025
	Component
	Calculation
	Result

	Receivables days
	$809m ÷ $5,189m × 365
	56.9 days

	Inventory days
	$4.5m ÷ $764m × 365
	2.2 days

	Payables days
	$663m ÷ $764m × 365
	316.7 days

	Mechanical cash cycle
	2.2 + 56.9 − 316.7
	(257.6 days)

	Adjusted indicative cycle
	Using broader operating expenditure
	Approximately zero


This is a cautious result. IHG's trade and other payables comprise commitments that are not directly related to the cost of sales of its hotels, and reported cost of sales excludes significant System Fund, reimbursable and administrative expenditure. This is because all payables is overstating supplier-credit days by dividing by cost of sales. A wider cash-related operating expenditure suggests an indicative payables period of around 62 days and a near zero cycle (Chen, Yu and Gao, 2023), That reads better IHG's asset-light model, zero inventory and fee-based cash flows. However, the firm's liquidity is still tightly controlled, with current assets totaling $2,049 million, less current liabilities of $2,100 million, meaning it had negative working capital of $51 million. A large proportion of current liabilities, $829 million or 39.5% of current liabilities, was reflected as deferred revenue, which means that a substantial amount is due to be settled in services provided in the future instead of cash (IHG, 2026).
2.2 [bookmark: _Toc235788214]Recommended working-capital reforms
IHG can do this initially by implementing credit limits based on risk assessment with franchisees and managed hotel owners, automated invoicing, direct-debit options, improved dispute resolution, and quicker escalation of overdue balances. A decrease in collection days from 56.9 to 50 days would free up about $98 million of cash (based on 2025 revenue). Early payment discounts must only be offered if their annualised cost is less than the company's marginal borrowing cost (Ma, Zhang and Yin, 2021), 
Second, treasury needs to improve 13-week cash forecasting, global cash pooling and multicurrency netting. Forecasts should separate corporate cash and funds for system, deferred revenue from loyalty, taxes, and committed acquisition and technology expenditures. Liquidity buffers should be tied to downside assumptions for RevPAR, owner default and refinancing variables. IHG should also try to negotiate longer contracts with resilient, stronger technology and corporate suppliers, and pay smaller suppliers promptly to maintain resilience and ethical treatment. Excessive payment delays can cause adverse effects on supplier relationships, and corporate reputation (ACCA, n.d.).
Last, share repurchases are to be considered as residual distributions. In 2025, IHG paid $900 million for buybacks and $270 million in ordinary dividends, while its operating cash flow amounted to $898 million. Distributions thus exceeded internally generated operating cash by $272 million, which further rose net debt (IHG, 2026).
2.3 [bookmark: _Toc235788215]Short-term versus long-term financing
Table 3 indicates that short-term financing is suitable for seasonal timing differentials, temporary collection slowdowns and unexpected operating needs. Supplier credit and revolving credit drawings provide flexibility, but expose IHG to floating interest rates, rollover risk and potential market disruption. IHG's dedicated $1.5 billion revolving facility, with no financial covenants, will expire in December 2030 and offers contingency headroom with a variable benchmark rate plus margin (IHG, 2026).
Table 3: Short-Term versus Long-Term Financing
	Factor
	Short-term financing
	Long-term financing

	Appropriate use
	Seasonal and temporary liquidity needs
	Permanent working capital and strategic investment

	Main instruments
	Supplier credit and revolving facility
	Bonds and retained operating cash

	Advantages
	Flexible and interest paid when drawn
	Maturity certainty and lower refinancing frequency

	Risks
	Variable rates and rollover exposure
	Fixed commitments, issuance costs and negative carry

	Recommended role
	Liquidity contingency
	Core structural funding


Long-term bonds and retained cash are more appropriate for permanent working capital, acquisitions, technology platforms and hotel-development incentives. They offer certainty of maturity and lower refinancing frequency, but at the cost of sacrificing flexibility due to fixed commitments and issuance costs. The issue of refinancing should be initiated prior to the concentration of large bond issue maturities, which occur between 2026 and 2031 (IHG, 2026).
The suggested policy is that the structural needs should be paid for out of the retained cash and out of long-term debt, while the revolving facility should be kept as a temporary facility. IHG should retain investment grade ratings and ensure it has significant undrawn liquidity and a net debt to adjusted EBITDA ratio that remains close to the lower end of its 2.5-3.0 times target range before considering further buybacks (Ahmad, Mobarek and Roni, 2021), 
3 [bookmark: _Toc235788216]Strategic Financial Restructuring Plan
3.1 [bookmark: _Toc235788217]Recommended restructuring options
First, capital allocation should be changed: The proposed $950 million buyback in 2026 should be reduced, and buyback should be considered as a residual after paying dividends, investing, and paying debt. IHG also repurposed $1.17 billion through buybacks and ordinary dividends in 2025, and net debt grew by $551 million, to $3.33 billion, and net debt to adjusted EBITDA reached 2.5 times (IHG, 2026).
Second, IHG's remaining owned or leased hotels, surplus property interests and non-core minority investments should be subject to a selective divestiture review. Its asset-lightness is already quite high: 73% of rooms are franchised, 27% are managed and less than 1% are owned or leased (IHG, 2026). So, disposals may be constrained, but sale and manageback transactions may unlock some capital without sacrificing brands and management fees. When retaining the fees involves a net present value that is higher than the foregone property cash flows plus the foregone disposal taxes, sales should be conducted.
If leverage is above 3.0 times, credit ratings deteriorate, or a strategically compelling acquisition has occurred, however, a contingent rights issue or equity funded transaction should be prepared. Large mergers must be avoided unless the earnings after cost of integration are better and the investment grade criteria are maintained. A small acquisition charge could be paid for in part with shares, which would not increase debts and would tie up vendors to longterm performance (Ma, Zhang and Yin, 2021), 
3.2 [bookmark: _Toc235788218]Impact on value, debt and flexibility

Share buyback reductions should benefit IHG's sustainable shareholder value by freeing up cash, lowering interest costs and bolstering the company's investment-grade credit quality, while impacting short-term EPS growth negatively by fewer shares being cancelled. Net debt rose to $3.33 billion in 2025, and shareholder distributions were larger than operating cash flow, suggesting that continued heavy buybacks may limit financial resilience (IHG, 2026). If some of the future buyback spend is channeled toward debt reduction, it will improve liquidity, lower refinancing risk and free up investment in technology, loyalty-platform, and hotel development (Ahmad, Mobarek and Roni, 2021),  Selective divestitures may also free up capital, reduce capital intensity and improve returns, if assets are divested at acceptable valuations and recurring management and franchise income is preserved. Equity issues would also have a positive immediate effect on gearing, but it would also involve shareholder dilution so should be kept on the table. Accordingly, IHG should refinance short-term maturities early, consider staggered bond repayments, maintain revolving-credit availability and, if feasible, align borrowing and repayment currencies with cash flow (IHG, 2026).
3.3 [bookmark: _Toc235788219]International and ethical considerations
IHG are global players in over 100 countries, which means exchange rates, taxes, inflation and regulatory differences increase the risk of restructuring results. Foreign-exchange movements added $69 million to net debt, highlighting the importance of natural hedging, currency-matched debt and forward contracts (IHG, 2026). Supplier and technology contracts should be inflation-linked and include caps, reopening clauses and regional benchmarking.
Tax restructuring should reflect economic substance, not aggressive profit shifting. IHG stated its 2025 adjusted tax rate of 27%, and OECD Pillar Two sets minimum effective tax at 15% of in-scope multinational income (IHG, 2026; OECD, 2026). Legitimacy must be safeguarded with oversight, country-by-country controls and transparent tax-policy reporting (Ahmad, Mobarek and Roni, 2021), 
Last, but not least, the divestment should maintain the rights of employees, the owner's relationship and community commitments. Proceeds should partly finance energy efficiency and renewable-energy support. IHG has set a 46% absolute emissions reduction target by 2030, but emissions in 2025 were 7.7% higher than 2019, highlighting the financial and ethical need for ESG investments (IHG, 2026). Executive incentives should link leverage reduction, cash conversion and verified carbon progress (Ma, Zhang and Yin, 2021), 
Table 4: Restructuring Impact Summary
	Option
	Shareholder value
	Debt structure
	Operational flexibility
	Recommendation

	Reduce buybacks
	Lower near-term EPS support; stronger sustainable value
	Accelerates deleveraging
	Increases cash headroom
	Implement immediately

	Selective divestiture
	Releases value if pricing is attractive
	Proceeds repay debt
	Reduces capital intensity
	Implement selectively

	Contingent equity issue
	Dilutive initially; lowers financial risk
	Strengthens equity and gearing
	Funds strategic opportunities
	Maintain as contingency

	Large merger
	Potential scale benefits; substantial execution risk
	Could increase leverage
	Integration may restrict management capacity
	Avoid unless exceptional


[bookmark: _Toc235788220]Investment Appraisal and Capital Budgeting
3.4 [bookmark: _Toc235788221]Appraisal Basis and Methodology
Investment Appraisal should recognise the project that generates the highest financial value, given the risks associated with it and within the financial limits of IHG. They are based on the cash flows contained within the provided Excel model, the discount rate of eight per cent, appraisal horizon of five years, no residual value and straight-line depreciation of £10 million annually. Payback period is the length of time it takes for the system to pay back the initial investment. Average annual accounting profit/Initial investment of £50 million (Ma, Zhang and Yin, 2021),  NPV compares the present value of inflows to the initial cost, and the profitability index is the present value of inflows divided by the cost. The rate of discount that gives a zero value of NPV is the internal rate of return. Payback and ARR are still relevant but less so than NPV, which accounts for the time value of money and evaluates the additional value to the shareholders (ACCA, n.d.-a; ACCA, n.d.-b).
	Core formulas: PBP = full years before recovery + unrecovered amount / next inflow; ARR = average annual accounting profit / initial investment; NPV = Σ CFt/(1+0.08)t − £50m; PI = PV inflows / £50m; IRR = rate where NPV = 0.


Table 5: Undiscounted and Accounting Appraisal Results
	Project
	Initial investment (£m)
	Total inflows (£m)
	Payback period
	Average annual profit (£m)
	ARR

	Project A
	£50
	£54
	4.50 years
	£0.8
	1.60%

	Project B
	£50
	£55
	4.55 years
	£1.0
	2.00%

	Project C
	£50
	£65
	3.60 years
	£3.0
	6.00%


Source: Author’s calculations from the supplied Excel investment-appraisal model and project cash flows.
Table 6: Discounted Cash-Flow Results at 8%
	Project
	PV of inflows (£m)
	NPV (£m)
	PI
	IRR
	Decision

	Project A
	£43.456
	(£6.544)
	0.869x
	2.72%
	Reject

	Project B
	£43.920
	(£6.080)
	0.878x
	3.26%
	Reject

	Project C
	£50.858
	£0.858
	1.017x
	8.59%
	Accept conditionally


3.5 [bookmark: _Toc235788222]Evaluation of the Three Projects
Total undiscounted inflows from Project A are £54 million. After Year 4, cumulative inflows are £46 million and £4 million will need to be recovered from Year 5 inflows, the payback period is thus 4.50 years. The total accounting profit is lowered to £4 million with straight-line depreciation, which results in an average annual profit of £0.8 million and ARR of 1.60 per cent. Discounting the inflows at eight per cent gives a present value of £43.456 million, the NPV is negative £6.544 million and the PI is 0.869. It has an IRR of 2.72 per cent. Project A has failed all of its cost-cutting acceptance tests and would lead to a decrease in shareholder wealth (Ma, Zhang and Yin, 2021), 
The annual inflow for project B is £11 million per year and £55 million per year. Following Year 4, £44 million has been recovered with the remaining £6 million being 0.545 of the final inflow, resulting in a payback time of 4.55 years. The annual accounting profit is £1 million, and the ARR is 2.00 per cent. The PV of inflows is £43.920m, with negative NPV of -£6.080m and PI of 0.878 and IRR of 3.26 per cent. The predictable nature of its profile might make predicting it easier than Project A, but predictability doesn't equal a return that is materially below IHG's eight per cent (Whelan, Atz and Clark, 2021), 
Project C has £65 million undiscounted inflows, comprising £20 million in Year 3 and £25 million in Year 4. It brings it back to £35 million by Year 3, and the remaining £15 million is 60 per cent of the Year 4 inflow, resulting in the lowest payback of 3.60 years. The total accounting profit is £15m, average annual profit is £3m and the ARR is 6.00 per cent. Discounted inflows are £50.858 million, giving positive NPV of £0.858 million, PI of 1.017 and IRR of 8.59 per cent. Project C is then the only project that meets the NPV, PI and IRR requirements. The ranking is consistent across all five methods, making Project C the preferred standalone investment (Whelan, Atz and Clark, 2021), 
Figure 10: Annual Net Cash Inflow Profiles

Figure 11: NPV Comparison at the 8% Required Return

3.6 [bookmark: _Toc235788223]Recommendation and Financial Capacity
However, approval should be contingent since Project C has restricted budget. The NPV of it is just 1.7 per cent of the present value of the inflows. The Excel sensitivity analysis indicates that if all inflows were reduced by five per cent, NPV came in at negative £1.685 million, and if there was a delay by one year, NPV came in at negative £2.909 million. A higher discount rate of nine per cent also results in a negative NPV of £0.592 million. The results demonstrate that the apparent positive headline return is not as significant as the execution timing and reliability of the forecast. The Board should insist on phased funding, contractual milestones, an updated NPV prior to each significant commitment and benefit tracking quarterly (Liu et al., 2022), 
The financial performance of IHG suggests that £50 million is a manageable investment but discipline on capital is still required. IHG's 2025 IFRS operating profit was $1.198 billion, cash from operating activities were $898 million and adjusted free cash flow were $893 million. Net debt rose by $551 million to $3.333 billion following over $1.1 billion in shareholder returns, acquisition-related spending and unfavorable foreign-exchange transactions (IHG, 2026). Project C should thus be funded from retained cash after ordinary dividends and necessary investment, not extra short-term borrowing. By rejecting Projects A and B, they will not further exacerbate the leverage of unsuccessful investments that do not provide the required return. The positive but narrow NPV also supports keeping the remaining budget as liquidity or using it for debt reduction.
Table 7: Project C Sensitivity Analysis
	Scenario
	NPV (£m)

	Base case
	£0.858

	5% lower inflows
	(£1.685)

	10% lower inflows
	(£4.228)

	All inflows delayed one year
	(£2.909)

	Discount rate 9%
	(£0.592)

	Discount rate 10%
	(£1.984)


3.7 [bookmark: _Toc235788224]Non-Financial Risk Assessment
The cash-flow forecasts could be changed by non-financial risks. IHG is present in over 100 countries, and political instability, regulation, sanctions, planning delays, taxation and currency volatility can impact project delivery (Ma, Zhang and Yin, 2021), Management recognises that there is a level of short-term uncertainty due to geopolitical and economic factors (IHG, 2026). Project C is particularly vulnerable as most of the value comes in Year 3 and 4. Approval must include country-risk assessment, inflation-linked contracts with appropriate caps, currency matching or hedging, and political-risk insurance, as appropriate and clearly defined termination rights. The rate of discount should be adjusted up when project-specific country risk is greater than that included in the eight per cent hurdle (Kyere and Ausloos, 2020), 
Customer loyalty is another material consideration. IHG One Rewards' member numbers have surpassed 160 million by 2025 and the loyalty penetration rate is 66 per cent of room nights booked. When it comes to booking direct, the data shows that loyalty members spend approximately 20 per cent more in hotels and are significantly more likely to do so, which is why trust and service quality are key factors in project value (IHG, 2026). Therefore, review of privacy, cyber security, accessibility and algorithmic-fairness should be conducted on any digital or customer-facing project. The property investment should show consistency of service, the advantages for the hotel owners, but if executed poorly, it can lead to a loss of loyalty and impact the anticipated flow of guests (Liu et al., 2022), 
Due diligence in the field of environment and social aspects must also be incorporated into approval. IHG's responsible business framework includes energy, carbon, water and waste, supply-chain due diligence, ethical recruitment and human rights. In 2030, the company is set to cut its absolute carbon emissions by 46 per cent, although it reported total emissions in 2025 are still 7.7 per cent higher than 2019 (IHG, 2026). The final business case for Project C should cover lifecycle energy costs, carbon implications, responsible procurement and labour standards. These controls can contribute to initial costs, but can also lower operating costs, regulatory exposure and reputational risk, while supporting the IHG purpose of True Hospitality for Good.
3.8 [bookmark: _Toc235788225]Capital Rationing and Portfolio Selection
All individual projects and all combinations of two projects are technically within the £100 million capital ceiling. A + B = negative £12.624 million, A + C = negative £5.686 million and B + C = negative £5.222 million. While B plus C is the least damaging two project portfolio, it is still value destructive and should not be chosen. Capital rationing does not mean management should spend all the capital budget, it means that management should spend the capital budget in such a way as to maximise total NPV. Project C is therefore the best choice of portfolio as it has a maximum PI of 1.017, a positive NPV of £0.858 million and requires £50 million. The unspent £50m should be held aside for debt reduction, for liquidity, or for a future NPV positive opportunity. This recommendation maximises shareholder wealth, preserves flexibility and prevents scarce capital from being committed to projects whose returns do not compensate IHG for financial and operational risk (Nirino et al., 2021), 
Table 9: Capital-Rationing Portfolio Analysis
	Portfolio
	Investment (£m)
	Combined NPV (£m)
	Portfolio PI
	Decision

	A only
	£50
	(£6.544)
	0.869x
	Reject

	B only
	£50
	(£6.080)
	0.878x
	Reject

	C only
	£50
	£0.858
	1.017x
	Select

	A + B
	£100
	(£12.624)
	0.874x
	Reject

	A + C
	£100
	(£5.686)
	0.943x
	Reject

	B + C
	£100
	(£5.222)
	0.948x
	Reject


Figure 12: NPV of Feasible Portfolios

[bookmark: _Toc235788226]Final Recommendation
Overall, Project C should receive approval because it is the only proposal that creates value at the eight per cent hurdle and offers the fastest recovery. The investment committee should release funds in stages, monitor cash flows against the Excel model, and cancel or redesign the project if NPV becomes negative.
4 [bookmark: _Toc235788227]Critical Reflection on AI Usage
4.1 [bookmark: _Toc235788228]Tool Disclosure
I used ChatGPT as a supporting tool during the development of this report. It was only used to assist me with organisation of sections, to clarify my content and to ensure that all the necessary financial topics had been covered, and to present calculations and tables in a professional manner. The investment calculations, ratio, capital rationing analysis and graphs were prepared using Microsoft Excel. All outputs checked prior to inclusion. The AI-use acknowledgement should therefore state that ChatGPT supported drafting, structuring and checking, while I retained responsibility for the final analysis, evidence selection, calculations and recommendations. OpenAI offers controls for managing their interactions with ChatGPT, which further emphasizes the need for people to use the tool transparently and with caution (OpenAI, 2026).
4.2 [bookmark: _Toc235788229]Critical Evaluation of AI Output
I did not assume that AI-generated statements were accurate. Financials were verified with IHG annual reports, results announcements and the Excel model. Re-calculated ratios, NPV, IRR, Profitability Index, ARR and Payback period and compared with the spreadsheet formula. I also checked currencies, reporting years, definitions and whether each interpretation logically followed from the evidence (Whelan, Atz and Clark, 2021), 
Hallucinations were considered where the AI response included an unsupported number, mixed up reported and adjusted measures, or used an incorrect formula. For instance, in the case of IHG, conventional debt-to-equity analysis was not applicable as the company had negative equity. In the same way, the cash operating cycle needed qualification because there was no complete matching of payables and cost of sales. These problems have been addressed by source checking, recalculation and better limitations. The reason for this verification is the fact that professional accountants are still held accountable for judgment in the use of technology (IESBA, 2026).
4.3 [bookmark: _Toc235788230]Contribution Analysis
AI helped with structure, wording, summaries and presentation. However, I made the final decisions about which evidence was relevant, how financial trends should be interpreted and which strategy should be recommended. I was responsible for the links between increasing profitability and the poor liquidity, assessing the shareholder distribution in relation to operating cash flow, analyzing the restructuring options and choosing Project C under capital rationing.
I also calculated the impact of non-financial risks such as political uncertainty, currency exposure, customer loyalty and ESG responsibilities on the recommendation. So, the final strategic synthesis is my interpretation of the evidence. I understand that AI acted as a supporting tool rather than a decision-making entity, and that I personally was responsible for all of the conclusions I included in the report (Nirino et al., 2021), 
4.4 [bookmark: _Toc235788231]Ethical and Professional Reflection
Ethical implications of AI in finance include transparency, confidentiality, and accountability. AI support must be clearly indicated and not claimed to be an independent piece of work. Financial, employee or customer data should never be fed into public AI tools without consent. When using AI systems to process personal data, the ICO highlights the importance of adhering to the principles of data minimisation, data security, and protection of individual rights (ICO, n.d.).
While AI can offer convincing conclusions, lack of understanding of the organization context or false precision when using it for decision making at the CFO level can be dangerous. Transparent, robust, accountable and meaningful human oversight are highlighted as principles of the OECD principles (OECD, 2024). I therefore treated AI as an administrative and analytical support tool, while retaining independent judgement, professional scepticism and responsibility for the final recommendations.
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5 [bookmark: _Toc235788233]Appendices
5.1 [bookmark: _Toc235788234]Appendix A: Original financial-statement values
5.1.1 [bookmark: _Toc235788235]Appendix A1: Income statement, cash flow and investor values
US$ million, except EPS and DPS
	Original reported value
	2021
	2022
	2023
	2024
	2025

	Total revenue
	2,907
	3,892
	4,624
	4,923
	5,189

	Operating profit
	494
	628
	1,066
	1,041
	1,198

	Profit after tax
	265
	376
	750
	628
	759

	Financial expenses
	147
	118
	126
	178
	202

	Net cash from operating activities
	636
	646
	893
	724
	898

	Adjusted free cash flow
	589
	615
	837
	655
	893

	Share repurchases paid
	0
	482
	790
	804
	897

	Ordinary dividends paid
	0
	233
	245
	259
	270

	Basic EPS, cents
	145.4
	207.2
	443.8
	389.6
	490.9

	Total DPS, cents
	85.9
	138.4
	152.3
	167.6
	184.5


5.1.2 [bookmark: _Toc235788236]Appendix A2: Statement of financial position values
US$ million
	Original reported value
	2021
	2022
	2023
	2024
	2025

	Current assets
	2,066
	1,678
	2,129
	1,869
	2,049

	Inventory
	4
	4
	5
	4
	5

	Trade and other receivables
	574
	646
	740
	785
	833

	Cash and cash equivalents
	1,450
	976
	1,322
	1,008
	1,129

	Current liabilities
	1,624
	1,544
	2,190
	1,928
	2,100

	Total assets
	4,716
	4,216
	4,813
	4,748
	5,345

	Total liabilities
	6,190
	5,824
	6,759
	7,056
	8,081

	Current borrowings
	292
	55
	599
	398
	478

	Current lease liabilities
	35
	26
	30
	26
	28

	Non-current borrowings
	2,553
	2,341
	2,567
	2,876
	3,723

	Non-current lease liabilities
	384
	401
	396
	388
	378

	Total borrowings and leases
	3,264
	2,823
	3,592
	3,688
	4,607

	Official net debt
	1,881
	1,851
	2,272
	2,782
	3,333

	Total equity
	(1,474)
	(1,608)
	(1,946)
	(2,308)
	(2,736)

	Net working capital
	442
	134
	(61)
	(59)
	(51)


5.1.3 [bookmark: _Toc235788237]Appendix A3: Opening values used for average-balance calculations
	Value
	2020, US$ million

	Total assets
	5,039

	Trade and other receivables
	514


5.2 [bookmark: _Toc235788238]Appendix B: Comprehensive five-year ratio analysis
5.2.1 [bookmark: _Toc235788239]Appendix B1: Profitability, liquidity and efficiency
Table B1.1: Profitability Ratios with Full Calculations
	Ratio
	Formula
	2021 calculation
	2022 calculation
	2023 calculation
	2024 calculation
	2025 calculation

	Operating profit margin
	Operating profit ÷ revenue × 100
	$494m ÷ $2,907m × 100 = 16.99%
	$628m ÷ $3,892m × 100 = 16.14%
	$1,066m ÷ $4,624m × 100 = 23.05%
	$1,041m ÷ $4,923m × 100 = 21.15%
	$1,198m ÷ $5,189m × 100 = 23.09%

	Net profit margin
	Profit after tax ÷ revenue × 100
	$265m ÷ $2,907m × 100 = 9.12%
	$376m ÷ $3,892m × 100 = 9.66%
	$750m ÷ $4,624m × 100 = 16.22%
	$628m ÷ $4,923m × 100 = 12.76%
	$759m ÷ $5,189m × 100 = 14.63%

	Return on average assets
	Profit after tax ÷ average total assets × 100
	$265m ÷ $4,877.5m × 100 = 5.43%
	$376m ÷ $4,466m × 100 = 8.42%
	$750m ÷ $4,514.5m × 100 = 16.61%
	$628m ÷ $4,780.5m × 100 = 13.14%
	$759m ÷ $5,046.5m × 100 = 15.04%



Table B1.2: Liquidity Ratios with Full Calculations
	Ratio
	Formula
	2021 calculation
	2022 calculation
	2023 calculation
	2024 calculation
	2025 calculation

	Current ratio
	Current assets ÷ current liabilities
	$2,066m ÷ $1,624m = 1.27 times
	$1,678m ÷ $1,544m = 1.09 times
	$2,129m ÷ $2,190m = 0.97 times
	$1,869m ÷ $1,928m = 0.97 times
	$2,049m ÷ $2,100m = 0.98 times

	Quick ratio
	Current assets less inventory ÷ current liabilities
	($2,066m − $4m) ÷ $1,624m = 1.27 times
	($1,678m − $4m) ÷ $1,544m = 1.08 times
	($2,129m − $5m) ÷ $2,190m = 0.97 times
	($1,869m − $4m) ÷ $1,928m = 0.97 times
	($2,049m − $5m) ÷ $2,100m = 0.97 times

	Cash ratio
	Cash and cash equivalents ÷ current liabilities
	$1,450m ÷ $1,624m = 0.89 times
	$976m ÷ $1,544m = 0.63 times
	$1,322m ÷ $2,190m = 0.60 times
	$1,008m ÷ $1,928m = 0.52 times
	$1,129m ÷ $2,100m = 0.54 times



Table B1.3: Efficiency Ratios with Full Calculations
	Ratio
	Formula
	2021 calculation
	2022 calculation
	2023 calculation
	2024 calculation
	2025 calculation

	Asset turnover
	Revenue ÷ average total assets
	$2,907m ÷ $4,877.5m = 0.60 times
	$3,892m ÷ $4,466m = 0.87 times
	$4,624m ÷ $4,514.5m = 1.02 times
	$4,923m ÷ $4,780.5m = 1.03 times
	$5,189m ÷ $5,046.5m = 1.03 times

	Receivables turnover
	Revenue ÷ average receivables
	$2,907m ÷ $544m = 5.34 times
	$3,892m ÷ $610m = 6.38 times
	$4,624m ÷ $693m = 6.67 times
	$4,923m ÷ $762.5m = 6.46 times
	$5,189m ÷ $809m = 6.41 times

	Collection period
	Average receivables ÷ revenue × 365
	$544m ÷ $2,907m × 365 = 68.30 days
	$610m ÷ $3,892m × 365 = 57.21 days
	$693m ÷ $4,624m × 365 = 54.70 days
	$762.5m ÷ $4,923m × 365 = 56.53 days
	$809m ÷ $5,189m × 365 = 56.91 days




5.2.2 [bookmark: _Toc235788240]Appendix B2: Gearing, investment and cash-flow ratios
Table B2.1: Gearing Ratios with Calculations
	Ratio
	Formula
	2021 calculation
	2022 calculation
	2023 calculation
	2024 calculation
	2025 calculation

	Debt-to-assets
	Total borrowings and leases ÷ total assets × 100
	$3,264m ÷ $4,716m × 100 = 69.21%
	$2,823m ÷ $4,216m × 100 = 66.96%
	$3,592m ÷ $4,813m × 100 = 74.63%
	$3,688m ÷ $4,748m × 100 = 77.67%
	$4,607m ÷ $5,345m × 100 = 86.19%

	Liabilities-to-assets
	Total liabilities ÷ total assets × 100
	$6,190m ÷ $4,716m × 100 = 131.26%
	$5,824m ÷ $4,216m × 100 = 138.14%
	$6,759m ÷ $4,813m × 100 = 140.43%
	$7,056m ÷ $4,748m × 100 = 148.61%
	$8,081m ÷ $5,345m × 100 = 151.19%

	Interest cover
	Operating profit ÷ financial expenses
	$494m ÷ $147m = 3.36 times
	$628m ÷ $118m = 5.32 times
	$1,066m ÷ $126m = 8.46 times
	$1,041m ÷ $178m = 5.85 times
	$1,198m ÷ $202m = 5.93 times



For 2025:

For 2025:

For 2025:

Table B2.2: Investment Ratios with Calculations
	Ratio
	Formula
	2021 calculation
	2022 calculation
	2023 calculation
	2024 calculation
	2025 calculation

	Basic earnings per share
	Reported profit attributable to ordinary shareholders ÷ weighted-average ordinary shares
	Reported value = 145.4¢
	Reported value = 207.2¢
	Reported value = 443.8¢
	Reported value = 389.6¢
	Reported value = 490.9¢

	Dividend per share
	Total ordinary dividend attributable to each ordinary share
	Reported value = 85.9¢
	Reported value = 138.4¢
	Reported value = 152.3¢
	Reported value = 167.6¢
	Reported value = 184.5¢

	Dividend payout ratio
	DPS ÷ EPS × 100
	85.9¢ ÷ 145.4¢ × 100 = 59.08%
	138.4¢ ÷ 207.2¢ × 100 = 66.80%
	152.3¢ ÷ 443.8¢ × 100 = 34.32%
	167.6¢ ÷ 389.6¢ × 100 = 43.02%
	184.5¢ ÷ 490.9¢ × 100 = 37.58%

	Dividend cover
	EPS ÷ DPS
	145.4¢ ÷ 85.9¢ = 1.69 times
	207.2¢ ÷ 138.4¢ = 1.50 times
	443.8¢ ÷ 152.3¢ = 2.91 times
	389.6¢ ÷ 167.6¢ = 2.32 times
	490.9¢ ÷ 184.5¢ = 2.66 times



For 2025:

For 2025:

Table B2.3: Cash-Flow Ratios with Calculations
	Ratio
	Formula
	2021 calculation
	2022 calculation
	2023 calculation
	2024 calculation
	2025 calculation

	Operating cash-flow margin
	Cash from operating activities ÷ revenue × 100
	$636m ÷ $2,907m × 100 = 21.88%
	$646m ÷ $3,892m × 100 = 16.60%
	$893m ÷ $4,624m × 100 = 19.31%
	$724m ÷ $4,923m × 100 = 14.71%
	$898m ÷ $5,189m × 100 = 17.31%

	Cash conversion
	Cash from operating activities ÷ profit after tax
	$636m ÷ $265m = 2.40 times
	$646m ÷ $376m = 1.72 times
	$893m ÷ $750m = 1.19 times
	$724m ÷ $628m = 1.15 times
	$898m ÷ $759m = 1.18 times

	Adjusted free-cash-flow margin
	Adjusted free cash flow ÷ revenue × 100
	$589m ÷ $2,907m × 100 = 20.26%
	$615m ÷ $3,892m × 100 = 15.80%
	$837m ÷ $4,624m × 100 = 18.10%
	$655m ÷ $4,923m × 100 = 13.30%
	$893m ÷ $5,189m × 100 = 17.21%

	Shareholder distributions to operating cash flow
	Share repurchases plus ordinary dividends paid ÷ operating cash flow × 100
	($0m + $0m) ÷ $636m × 100 = 0.00%
	($482m + $233m) ÷ $646m × 100 = 110.68%
	($790m + $245m) ÷ $893m × 100 = 115.90%
	($804m + $259m) ÷ $724m × 100 = 146.82%
	($897m + $270m) ÷ $898m × 100 = 129.96%




For 2025:

For 2025:

For 2025:

For 2025:


5.3 [bookmark: _Toc235788241]Appendix C: Calculation workings
5.3.1 [bookmark: _Toc235788242]Appendix C1: Example 2025 ratio calculations
	Ratio
	Calculation
	Result

	Operating margin
	$1,198m ÷ $5,189m × 100
	23.09%

	Net margin
	$759m ÷ $5,189m × 100
	14.63%

	Average total assets
	($4,748m + $5,345m) ÷ 2
	$5,046.5m

	Return on average assets
	$759m ÷ $5,046.5m × 100
	15.04%

	Current ratio
	$2,049m ÷ $2,100m
	0.976

	Quick ratio
	($2,049m − $5m) ÷ $2,100m
	0.973

	Cash ratio
	$1,129m ÷ $2,100m
	0.538

	Asset turnover
	$5,189m ÷ $5,046.5m
	1.028 times

	Average receivables
	($785m + $833m) ÷ 2
	$809m

	Receivables turnover
	$5,189m ÷ $809m
	6.414 times

	Collection period
	$809m ÷ $5,189m × 365
	56.91 days

	Total borrowings and leases
	$478m + $28m + $3,723m + $378m
	$4,607m

	Debt-to-assets
	$4,607m ÷ $5,345m × 100
	86.19%

	Interest cover
	$1,198m ÷ $202m
	5.93 times

	Dividend payout
	184.5¢ ÷ 490.9¢ × 100
	37.58%

	Dividend cover
	490.9¢ ÷ 184.5¢
	2.66 times

	Operating cash-flow margin
	$898m ÷ $5,189m × 100
	17.31%

	Cash conversion
	$898m ÷ $759m
	1.18 times

	Adjusted FCF margin
	$893m ÷ $5,189m × 100
	17.21%

	Distribution-to-CFO ratio
	($897m + $270m) ÷ $898m × 100
	129.96%


5.3.2 [bookmark: _Toc235788243]Appendix C2: Original peer values used for liquidity benchmarking
	Company
	Reporting currency
	Current assets
	Inventory
	Cash
	Current liabilities

	IHG
	US$ million
	2,049
	5
	1,129
	2,100

	Hilton
	US$ million
	2,996
	Not separately reported
	918
	4,508

	Wyndham
	US$ million
	435
	Not separately reported
	64
	507

	Accor
	€ million
	2,905
	34
	1,205
	2,773



IHG Revenue and Profit Performance, 2021–2025
Revenue	
2021	2022	2023	2024	2025	2907	3892	4624	4923	5189	Operating profit	
2021	2022	2023	2024	2025	494	628	1066	1041	1198	Profit after tax	
2021	2022	2023	2024	2025	265	376	750	628	759	Financial year

US$ million



IHG Profitability and Operating-Efficiency Ratios, 2021–2025

Operating margin (%)	
2021	2022	2023	2024	2025	16.989999999999998	16.14	23.05	21.15	23.09	Net profit margin (%)	
2021	2022	2023	2024	2025	9.1199999999999992	9.66	16.22	12.76	14.63	Return on average assets (%)	
2021	2022	2023	2024	2025	5.43	8.42	16.61	13.14	15.04	Asset turnover (times)	
2021	2022	2023	2024	2025	0.6	0.87	1.02	1.03	1.03	Receivables turnover (times)	
2021	2022	2023	2024	2025	5.34	6.38	6.67	6.46	6.41	Collection period (days)	
2021	2022	2023	2024	2025	68.3	57.21	54.7	56.53	56.91	



IHG Liquidity and Working-Capital Position, 2021–2025

Net working capital ($m)	
2021	2022	2023	2024	2025	442	134	-61	-59	-51	Current ratio	
2021	2022	2023	2024	2025	1.27	1.0900000000000001	0.97	0.97	0.98	Quick ratio	
2021	2022	2023	2024	2025	1.27	1.08	0.97	0.97	0.97	Cash ratio	
2021	2022	2023	2024	2025	0.89	0.63	0.6	0.52	0.54	Operating cash flow ($m)	
2021	2022	2023	2024	2025	636	646	893	724	898	



IHG Gearing and Leverage, 2021–2025
Debt-to-assets	
2021	2022	2023	2024	2025	69.209999999999994	66.959999999999994	74.63	77.67	86.19	Liabilities-to-assets	
2021	2022	2023	2024	2025	131.26	138.13999999999999	140.43	148.61000000000001	151.19	Financial year

Percentage



IHG Interest and Dividend Cover, 2021–2025
Interest cover	
2021	2022	2023	2024	2025	3.36	5.32	8.4600000000000009	5.85	5.93	Dividend cover	
2021	2022	2023	2024	2025	1.69	1.5	2.91	2.3199999999999998	2.66	Financial year

Times



IHG Earnings and Dividend per Share, 2021–2025
Basic EPS	
2021	2022	2023	2024	2025	145.4	207.2	443.8	389.6	490.9	Dividend per share	
2021	2022	2023	2024	2025	85.9	138.4	152.30000000000001	167.6	184.5	Financial year

Cents per share



IHG Operating and Adjusted Free Cash Flow, 2021–2025
Operating cash flow	
2021	2022	2023	2024	2025	636	646	893	724	898	Adjusted free cash flow	
2021	2022	2023	2024	2025	589	615	837	655	893	Financial year

US$ million



IHG Shareholder Distributions Relative to Operating Cash Flow
Dividends and buybacks / operating cash flow	
2021	2022	2023	2024	2025	0	110.68	115.9	146.82	129.96	Financial year

Percentage of operating cash flow



Annual Net Cash Inflows, Years 1–5
Project A	Year 1	Year 2	Year 3	Year 4	Year 5	10	12	14	10	8	Project B	Year 1	Year 2	Year 3	Year 4	Year 5	11	11	11	11	11	Project C	Year 1	Year 2	Year 3	Year 4	Year 5	5	10	20	25	5	Year

Net cash inflow (£m)



NPV by Project at 8%
NPV	
Project A	Project B	Project C	-6.5440594186024104	-6.0801895921410667	0.85832495813095111	Project

NPV (£m)


NPV of Feasible Portfolios
Combined NPV	
A only	B only	C only	A + B	A + C	B + C	-6.5440594186024104	-6.0801895921410667	0.85832495813095111	-12.624249010743476	-5.6857344604714593	-5.2218646340101156	Portfolio

Combined NPV (£m)
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