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Task 1: Financial Health Check
1.1 Introduction and Five-Year Performance Overview
Hyatt Hotels Corporation (NYSE: H) is a global hospitality group operating an asset-light, fee-based model built around management, franchise and licence agreements, alongside a shrinking base of owned and leased real estate. This section analyses Hyatt's financial statements for the five financial years FY2021–FY2025, drawn from the Company's Form 10-K filings (Hyatt Hotels Corporation, 2022; 2023; 2024; 2025; 2026), and benchmarks its liquidity position against direct competitors.
Revenue recovered from the COVID-19 trough of the FY2021 period ($3,028m) to $5,891m in FY2022, before continuing to grow steadily to $6,667m (FY2023), $6,648m (FY2024) and $7,101m (FY2025), aided by the World of Hyatt loyalty platform, the Apple Leisure Group and Playa Hotels & Resorts acquisitions, and continued net rooms growth (Hyatt Hotels Corporation, 2025; 2026). Profitability, however, has been highly volatile: the group moved from a net loss of $222m in FY2021 to net income of $455m in FY2022, $220m in FY2023, a peak of $1,296m in FY2024 (driven substantially by a $1,245m gain on the sale of real estate as Hyatt executed its 'asset-light' disposal programme), and back to a net loss attributable to shareholders of $52m in FY2025, reflecting elevated interest expense of $317m and $173m of transaction and integration costs associated with the Playa acquisition and portfolio repositioning.
The balance sheet has expanded from total assets of $12,603m (FY2021) to $14,036m (FY2025), with total liabilities rising from $9,037m to $10,377m over the same period as Hyatt re-levered to fund acquisitions (long-term debt rose from $2,305m in FY2023 to $4,272m in FY2025). Total equity has been comparatively stable, moving between $3.5bn and $3.8bn, indicating that asset growth has been financed disproportionately by debt rather than retained earnings or new equity.
1.2 Comprehensive Ratio Analysis
Table 1 summarises the key ratios computed from Hyatt's consolidated financial statements across the five profitability, liquidity, efficiency, gearing, investment and cash-flow categories (Hyatt Hotels Corporation, 2022; 2023; 2024; 2025; 2026). Ratios follow standard definitions consistent with Brigham and Ehrhardt (2023) and Watson and Head (2019).
	Ratio
	2021
	2022
	2023
	2024
	2025

	Net profit margin (%)
	-7.3
	7.7
	3.3
	19.5
	-0.7

	Return on assets, ROA (%)
	-1.8
	3.7
	1.7
	9.7
	-0.4

	Return on equity, ROE (%)
	-6.2
	12.3
	6.2
	33.9
	-1.4

	Current ratio (x)
	0.92
	0.68
	0.60
	0.83
	0.75

	Quick (acid-test) ratio (x)
	0.92
	0.68
	0.59
	0.83
	0.75

	Cash ratio (x)
	0.53
	0.35
	0.25
	0.42
	0.28

	Total asset turnover (x)
	0.24
	0.48
	0.52
	0.50
	0.51

	Receivables collection period (days)
	76
	52
	48
	62
	58

	Gearing – total debt/(debt+equity) (%)
	52.7
	45.7
	46.1
	49.7
	53.9

	Debt-to-equity (x)
	1.12
	0.84
	0.86
	0.99
	1.17

	Interest cover (x, PBT basis)
	0.3
	2.4
	2.1
	8.7
	0.3

	Diluted EPS ($)
	(2.13)
	4.09
	2.05
	12.65
	(0.55)

	Operating cash flow, OCF ($m)
	315
	674
	800
	633
	379

	OCF-to-sales (%)
	10.4
	11.4
	12.0
	9.5
	5.3


Table 1: Hyatt Hotels Corporation – summary ratio analysis, FY2021–FY2025 (author's calculations, based on Hyatt Hotels Corporation, 2022; 2023; 2024; 2025; 2026).
Profitability
Net margin and ROE swung from negative territory in FY2021 to a five-year high in FY2024 before turning negative again in FY2025. The FY2024 spike is not representative of underlying trading performance: it was inflated by a one-off $1,245m gain on real-estate disposals as part of Hyatt's stated strategy of recycling owned-hotel capital into higher-return fee-based growth (Hyatt Hotels Corporation, 2025). Stripping out this item, underlying operating profitability improved only modestly year-on-year, which is consistent with a mature, low-growth developed-market hotel cycle. The FY2025 loss reflects integration costs from the Playa Hotels & Resorts acquisition and a near doubling of interest expense, both transitional in nature (Hyatt Hotels Corporation, 2026).
Liquidity
The current ratio has remained below 1.0x throughout the period (0.60x–0.92x), meaning current liabilities have consistently exceeded current assets. This is discussed further, and benchmarked, in section 1.4.
Efficiency
Asset turnover doubled from 0.24x (FY2021) to around 0.50–0.52x (FY2023–FY2025) as pandemic-depressed revenue recovered against a broadly stable asset base, evidencing improved utilisation of the balance sheet. Receivables days fell from 76 to 48 between FY2021 and FY2023 as occupancy normalised and collections improved, before rising again to 58–62 days in FY2024–FY2025, partly reflecting the inclusion of newly consolidated Playa and ALG Vacations receivables with different payment cycles.
Gearing
Gearing (total debt to total capital) has oscillated in a relatively narrow 46–54% band, but the composition of debt has changed markedly: long-term debt rose from $2,305m (FY2023) to $4,272m (FY2025), primarily to part-fund the Playa acquisition and continued share repurchases. Interest cover collapsed from 8.7x (FY2024) to 0.3x (FY2025) as interest expense rose 76% year-on-year while pre-tax income fell sharply, signalling a genuine, not merely cosmetic, deterioration in debt-servicing headroom that management and lenders should monitor closely.
Investment ratios
Diluted EPS mirrors the volatility of net income, ranging from a $2.13 loss (FY2021) to $12.65 (FY2024) and back to a $0.55 loss (FY2025). Hyatt pairs a modest quarterly dividend with an active share-repurchase programme; the fall in Class A/B shares outstanding across the period (from roughly 110 million combined in FY2021 to below 95 million in FY2025) has been supportive of per-share metrics even where aggregate profitability has been erratic.
Cash flow
Operating cash flow grew from $315m (FY2021) to a peak of $800m (FY2023), before declining to $633m (FY2024) and $379m (FY2025) — the latter a 40% fall, driven by lower net income, working-capital movements linked to newly acquired businesses and higher cash interest payments. OCF-to-sales fell correspondingly from around 12% to 5.3%, a trend that, if sustained, would be a material amber flag for future dividend and buyback capacity.
1.3 Trends, Strengths and Potential Threats
Key trends
· A structural shift from owned real estate towards fee-based management/franchise income, visible in rising 'Net fees' revenue relative to 'Owned and leased' revenue (Hyatt Hotels Corporation, 2025).
· Increasing balance-sheet leverage since FY2023, used to fund the Playa Hotels & Resorts and earlier ALG Vacations acquisitions, pushing gearing and interest expense higher (Hyatt Hotels Corporation, 2026).
· Persistent negative-to-thin working capital, a structural feature of the asset-light hotel business model rather than a sign of distress in isolation.
· Volatile 'headline' profitability driven by large, non-recurring gains/losses on real-estate disposals and impairments, which complicates trend analysis and requires normalisation.
Strengths
· A globally diversified, largely fee-based revenue base that carries lower capital intensity and higher margins than owned-hotel operations.
· A strong, growing loyalty ecosystem (World of Hyatt) supporting direct bookings and pricing power.
· Substantial unencumbered contract-liability balances (over $2.5bn of current and long-term contract liabilities), evidencing forward-booked, recurring fee streams.
· Disciplined asset-recycling strategy that has, historically, generated sizeable capital gains to reinvest in higher-return, asset-light growth.
Threats
· Sharply reduced interest cover in FY2025 (0.3x) leaves little headroom to absorb further rate rises or earnings shocks without breaching lender covenants.
· Sub-1.0x current ratio throughout the period leaves Hyatt reliant on continued access to revolving credit and capital markets to meet short-term obligations, a risk in a credit-tightening environment.
· Integration risk from the Playa Hotels & Resorts acquisition, evidenced by $173m of one-off transaction/integration costs in FY2025.
· Macroeconomic sensitivity: hotel RevPAR and fee income are cyclical and exposed to a slowdown in corporate and leisure travel, currency movements, and geopolitical disruption.
1.4 Liquidity Benchmarking Against Industry Peers
A current ratio below 1.0x is not, by itself, unusual in the branded hotel industry, because franchise/management operators carry minimal inventory and collect substantial contract liabilities (advance fees and loyalty deferrals) within current liabilities. Comparator data drawn from competitors' SEC filings show that Marriott International reported a current ratio of approximately 0.4x–0.5x and negative shareholders' equity in FY2021–FY2024, reflecting an aggressively asset-light, debt- and buyback-funded capital structure (Marriott International, 2025). Hilton Worldwide similarly reported negative working capital and negative equity across FY2022–FY2024, with total liabilities exceeding total assets (Hilton Worldwide Holdings, 2025).
Against this backdrop, Hyatt's current ratio of 0.60x–0.92x is comparatively stronger than both Marriott and Hilton, and Hyatt has, unlike its two largest US-listed peers, maintained positive shareholders' equity throughout FY2021–FY2025. This reflects Hyatt's larger residual owned and leased real-estate base relative to Marriott and Hilton, which are almost pure fee-based franchisors. InterContinental Hotels Group (IHG), the closest UK-listed comparator, likewise typically reports a current ratio below 1.0x under a predominantly franchised model (InterContinental Hotels Group, 2025). The sector benchmark can therefore reasonably be characterised as a current ratio in the 0.4x–0.9x range, and on this basis Hyatt sits at the healthier end of the peer group rather than being an outlier, even though it would appear 'weak' against generic textbook liquidity norms of 1.5x–2.0x (Pike, Neale and Linsley, 2018).
This benchmarking matters for interpretation: conventional liquidity thresholds developed for manufacturing or retail businesses are not directly transferable to franchise-model hospitality groups, where 'liquidity' is better assessed through committed undrawn credit facilities, cash and short-term investments relative to near-term maturities, and the quality/duration of contract-liability balances, rather than the current ratio alone (S&P Global Ratings, 2024).
Task 2: Working Capital Management Analysis
2.1 Assessment of the Cash Operating Cycle
The cash operating (conversion) cycle measures the time between cash outflow for operating inputs and cash inflow from customers, calculated as inventory days plus receivables days minus payables days (Watson and Head, 2019). Hyatt's inventories are negligible (under $10m annually, largely food and beverage stock at owned hotels), so the cycle is dominated by receivables and payables/contract-liability timing.
Receivables days fell from 76 days (FY2021) to 48 days (FY2023) as post-pandemic occupancy and corporate travel normalised, before rising to 58–62 days in FY2024–FY2025 following the Playa and ALG Vacations consolidations, whose all-inclusive resort and tour-operator receivables typically settle more slowly than branded-hotel management fees. Accounts payable, by contrast, have fallen steadily in absolute terms (from $523m in FY2021 to $451m in FY2025) even as revenue has more than doubled, implying payable days have shortened and Hyatt is settling suppliers more quickly rather than stretching them — a conservative, supplier-friendly stance that nonetheless represents a use, rather than source, of working capital.
Critically, Hyatt's principal 'inventory' equivalent is unsold room-nights, which are perishable and cannot be stockpiled; working-capital efficiency in hospitality is therefore driven far more by contract-liability management (advance deposits, loyalty point deferrals, franchise application fees received in advance) than by classical inventory turnover. Current and long-term contract liabilities together exceeded $2.5bn in FY2025, representing a substantial, largely interest-free source of short-term funding that effectively shortens Hyatt's cash conversion cycle relative to a simple receivables-less-payables calculation (Hyatt Hotels Corporation, 2026). On a blended basis, the operating cycle is estimated to be modestly positive (broadly 20–35 days net of the contract-liability offset), materially shorter than capital-intensive manufacturing peers, but the FY2024–FY2025 lengthening of receivables days is a trend worth monitoring as the newly acquired resort businesses are integrated onto Hyatt's collections and revenue-cycle systems.
2.2 Strategies to Improve Liquidity Through Working Capital Reforms
Several complementary reforms could strengthen Hyatt's short-term liquidity without compromising its asset-light growth strategy:
· Accelerate receivables collection from tour-operator and resort channels acquired through Playa/ALG by tightening credit terms, deploying dynamic/automated dunning, and offering early-settlement discounts to large corporate and OTA (online travel agency) accounts, targeting a return towards the ~48-day FY2023 benchmark.
· Actively manage the cash conversion cycle by extending, where commercially reasonable, supplier and vendor payment terms (subject to not damaging key relationships), rather than allowing payables to continue contracting while revenue grows.
· Expand use of a committed, multi-currency revolving credit facility as a liquidity backstop, sized to cover at least 12 months of scheduled debt maturities and seasonal working-capital troughs, reducing reliance on the current ratio alone as a liquidity signal (S&P Global Ratings, 2024).
· Optimise cash pooling and sweeping across Hyatt's global entities to concentrate idle cash balances centrally, reducing the need for multiple local cash buffers and improving short-term investment yield on surplus funds.
· Continue to grow contract-liability balances (loyalty pre-payments, franchise application fees, advance deposits) as a structurally cheap, quasi-permanent source of working-capital funding, while ensuring adequate liquidity reserves are held against eventual redemption/refund obligations.
· Right-size the share-buyback programme in periods of weaker operating cash flow (as in FY2025) to preserve liquidity headroom, rather than maintaining repurchases at the expense of the cash buffer.
2.3 Short-Term versus Long-Term Financing Options
Hyatt's working-capital and growth funding needs can be met through a mix of short-term and long-term instruments, each with distinct cost, risk and flexibility trade-offs (Brigham and Ehrhardt, 2023).
Short-term financing — commercial paper, revolving credit facilities and bank overdrafts — is typically cheaper (lower interest margins, no long-dated credit spread) and more flexible, allowing Hyatt to draw down only what is needed to smooth seasonal troughs in cash collection. However, it exposes the Company to refinancing (rollover) risk and interest-rate reset risk, both of which are more acute in a rising- or volatile-rate environment, and short-term facilities are more likely to include tighter covenants and be withdrawn in a downturn — precisely when Hyatt would need them most.
Long-term financing — the senior unsecured notes that make up the bulk of Hyatt's $4,272m of FY2025 long-term debt — locks in funding cost and maturity profile for several years, matching the long economic life of hotel assets and reducing refinancing risk, consistent with the matching principle of financial management (Pike, Neale and Linsley, 2018). The cost is a typically higher coupon than short-term facilities, less flexibility to reduce debt quickly if cash flow weakens, and — as FY2025 demonstrates — a real earnings and interest-cover impact once a large tranche is issued to fund acquisitions.
The recommended approach is a layered financing structure: short-term revolving facilities and commercial paper should fund genuinely short-term, seasonal working-capital swings, while long-term bonds should be reserved for permanent working capital and strategic acquisitions such as Playa. Given the FY2025 fall in interest cover to 0.3x, Hyatt should prioritise deleveraging or extending maturities on existing long-term debt over issuing further long-dated debt in the near term, and should stress-test its liquidity position against a scenario of simultaneous RevPAR softening and higher-for-longer interest rates.
Task 3: Strategic Financial Restructuring Plan
3.1 Recommended Financial Restructuring Options
Given FY2025's net loss, elevated leverage and collapsed interest cover (0.3x), a structured restructuring plan is warranted, combining three complementary levers: divestiture, selective equity injection, and continued asset-light real-estate monetisation (a form of financial, rather than distressed, restructuring).
Divestiture / continued asset disposal programme
Hyatt should continue and accelerate its established strategy of selling owned real estate while retaining long-dated management or franchise contracts on the same properties, as it did to generate the $1,245m FY2024 disposal gain (Hyatt Hotels Corporation, 2025). This converts illiquid, capital-intensive owned assets into cash and recurring, high-margin fee income, directly deleveraging the balance sheet and improving both the current ratio and interest cover. A disciplined target of monetising a further $1.0–1.5bn of owned real estate over 18–24 months, applied first to reducing the highest-coupon long-term debt, is recommended.
Equity injection / capital discipline
Rather than a dilutive public equity issuance — likely value-destructive given the FY2025 net loss and depressed short-term earnings — Hyatt should pause or materially slow its share-repurchase programme, effectively retaining internally generated equity capital. This is a lower-cost, non-dilutive substitute for external equity injection that directly rebuilds the equity buffer and reduces gearing, and can be reversed once interest cover and OCF recover.
Selective merger / portfolio consolidation
Hyatt should pursue only bolt-on brand or loyalty-technology acquisitions that are immediately accretive to fee income, and should defer any further large, debt-funded transactions of the scale of the Playa acquisition until leverage metrics normalise (interest cover sustainably above 4–5x). Where inorganic growth is pursued, structuring deals with deferred or contingent consideration, and prioritising asset-light franchise/management targets over owned real estate, would limit further balance-sheet strain.
3.2 Impact on Shareholder Value, Debt Structure and Operational Flexibility
On shareholder value, continued disposals and a slower buyback pace should, over a 2–3 year horizon, support share-price performance by reducing financial risk and restoring earnings quality (removing reliance on one-off gains), even though near-term EPS may benefit less from repurchases. Rating agencies and equity analysts typically reward de-levering asset-light hotel groups with tighter credit spreads and a lower cost of equity (S&P Global Ratings, 2024), which over time more than offsets the modest EPS drag from a paused buyback.
On debt structure, applying disposal proceeds to the current maturities and highest-coupon tranches of the $4,272m long-term debt balance would lift interest cover back towards the FY2023–FY2024 range (2x–9x) and extend average debt maturity, reducing refinancing risk. Maintaining a mix of fixed- and floating-rate debt, and hedging a portion of floating exposure, would further protect interest cover against future rate volatility.
On operational flexibility, an asset-light structure is inherently more flexible: management and franchise contracts can be added or exited with materially lower capital commitment than owned hotels, and the fee-based model scales revenue with system-wide room growth rather than Hyatt's own capital expenditure. The trade-off is reduced direct control over guest experience and asset-level capital decisions at franchised properties, and a modest loss of the upside captured from real-estate appreciation, both of which should be actively managed through robust brand standards and franchise agreements.
3.3 International and Ethical Considerations
As a multinational operating across the Americas, EMEA and Asia-Pacific, Hyatt is exposed to currency translation risk on non-US-dollar earnings and asset values (evidenced by the swing from a $96m unfavourable to a $153m favourable foreign-currency translation adjustment between FY2024 and FY2025) and should continue to use natural hedging (local-currency debt against local-currency assets) and selective derivative hedging to manage this exposure (Hyatt Hotels Corporation, 2026).
On taxation, cross-border restructuring (disposals, refinancing, and any future mergers) must be structured to comply with OECD Base Erosion and Profit Shifting (BEPS) principles and each jurisdiction's transfer-pricing rules, avoiding the reputational and regulatory risk associated with aggressive tax planning, consistent with growing stakeholder expectations of large multinationals (OECD, 2023).
Inflation affects both the cost side (construction, renovation and labour costs at owned/leased hotels) and the revenue side (nominal ADR/RevPAR growth can partially offset cost inflation), and should be incorporated into restructuring appraisals via real, not just nominal, cash-flow analysis.
From a CSR/ESG perspective, any divestiture programme should incorporate responsible-exit clauses protecting hotel-level employment and community commitments, and restructuring decisions should be assessed against Hyatt's published ESG targets (energy and water intensity, diversity, and responsible sourcing), since ESG-linked financing (e.g., sustainability-linked loans) is increasingly available to hospitality issuers on favourable terms and rewards demonstrable progress (Deloitte, 2024; PwC, 2023). Finally, all restructuring must be conducted transparently with clear, timely disclosure to shareholders, lenders, employees and franchise partners, reflecting the ethical obligation of the CFO function to balance value creation with stakeholder welfare.
Task 4: Investment Appraisal and Capital Budgeting
4.1 Methodology and Assumptions
Three mutually exclusive projects (A, B and C), each requiring an initial investment of £50m with a five-year forecast horizon, are appraised using five techniques: Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR), following standard capital-budgeting methodology (Brigham and Ehrhardt, 2023; Watson and Head, 2019). A discount rate of 8% is applied to reflect Hyatt's estimated weighted average cost of capital for hotel-sector investment, and straight-line depreciation to a zero residual value (£10m per annum for each project, being £50m ÷ 5 years) is assumed for the ARR calculation. ARR is computed on the average investment basis (average annual accounting profit ÷ average investment of £25m), which is the convention recommended by ACCA (2022) and CIMA study materials, with the initial-investment basis also shown for completeness. NPV and IRR are calculated on the projects' net cash inflows (not accounting profit), consistent with the principle that cash, not profit, is what capital budgeting should evaluate (Pike, Neale and Linsley, 2018).
The 8% discount rate is a reasonable proxy for Hyatt's WACC given its current capital structure of roughly 46–54% gearing (Table 1) and a blended cost of debt in the mid-single digits following the FY2025 refinancing that lifted long-term debt to £4,272m equivalent, combined with an equity cost consistent with a mature, moderately cyclical hospitality group (Damodaran, 2024). No taxation, inflation or working-capital adjustments are built into the appraisal, since none are specified in the project data provided; in practice Hyatt would additionally model post-tax cash flows, inflation-adjusted revenue growth and any incremental working-capital investment before final sign-off, and would sensitise the discount rate given the FY2025 deterioration in interest cover discussed in Task 1.
4.2 Calculated Results
	Metric
	Project A
	Project B
	Project C

	Total 5-year net cash inflow (£m)
	54
	55
	65

	Payback period (years)
	4.50
	4.55
	3.60

	Average annual accounting profit (£m)*
	0.80
	1.00
	3.00

	ARR – average investment basis (%)
	3.2
	4.0
	12.0

	ARR – initial investment basis (%)
	1.6
	2.0
	6.0

	NPV at 8% (£m)
	(6.54)
	(6.08)
	0.86

	Profitability Index (PI)
	0.87
	0.88
	1.02

	IRR (%)
	2.7
	3.3
	8.6


Table 2: Investment appraisal summary, Projects A–C (author's calculations). *Average annual accounting profit = average net cash inflow less straight-line depreciation of £10m p.a.
Interpretation
Project C is the only project generating a positive NPV (£0.86m) and the only one with an IRR (8.6%) exceeding the 8% discount rate/hurdle rate, and it has the shortest payback period (3.60 years) and the highest ARR under both conventions. Projects A and B both destroy value at an 8% cost of capital, with NPVs of −£6.54m and −£6.08m respectively and IRRs of only 2.7% and 3.3% — well below the hurdle rate — despite Project B having a marginally higher total undiscounted cash inflow than Project A. This illustrates a core capital-budgeting lesson: total or average cash flow (and the ARR/PBP measures built on it) can be a misleading guide to value creation, because they ignore the time value of money and the magnitude/timing of cash flows relative to the discount rate; NPV and IRR, which properly discount cash flows, are the theoretically superior decision criteria (Watson and Head, 2019). Project C's cash flows are heavily weighted towards Years 3–4 (£20m and £25m), which — because they are still received well within the five-year horizon — are sufficient to generate a positive NPV, whereas A and B's more front- or evenly-loaded, but smaller, cash flows are not.
4.3 Project Recommendation and Justification
On purely financial grounds, Project C is recommended: it is the only project that would increase Hyatt's shareholder value at the assumed 8% cost of capital, it pays back capital fastest (improving liquidity recovery, which matters given Hyatt's currently thin interest cover), and it offers the largest margin of safety on IRR (8.6% against an 8% hurdle, versus IRR shortfalls of over 4–5 percentage points for A and B).
This financial conclusion should, however, be read alongside non-financial risk factors relevant to Hyatt's current position. Project C's cash-flow profile is more back-loaded and more volatile (ranging from £5m to £25m year-on-year) than Project B's flat £11m annuity, implying greater forecasting and execution risk — appropriate scrutiny should be given to the assumptions (e.g., a new-market hotel ramp-up curve or a renovation-driven RevPAR uplift) underpinning the large Year 3–4 inflows. Political and country risk is relevant if Project C represents expansion into a new or less stable jurisdiction: currency controls, expropriation risk, and local licensing requirements could all delay or reduce the projected cash flows, and should be stress-tested with a sensitivity/scenario analysis rather than accepted as a single-point forecast. Customer loyalty and brand-fit risk should also be assessed — if Project C involves a new brand segment or geography outside Hyatt's core World of Hyatt loyalty base, incremental marketing and loyalty-integration investment (not captured in the cash-flow schedule provided) may be required to achieve the assumed occupancy ramp. Given Hyatt's FY2025 interest cover of just 0.3x, the Company has limited capacity to absorb a downside scenario on any project; Project C's positive but thin NPV margin (PI of only 1.02) means the investment decision is sensitive to relatively small forecasting errors, and management should require a formal sensitivity analysis (varying occupancy/ADR assumptions by ±10%) before final approval, alongside verifying that project-level cash flows do not carry currency or counterparty risk that would further erode the already-modest margin of value creation.
Read against Hyatt's own financial performance, the case for Project C is reinforced rather than weakened. Profitability has been volatile and, in FY2025, negative; a project offering a genuine, positively-discounted return — however modest — is preferable to committing further capital to negative-NPV alternatives that would compound the erosion of shareholder value already evident in the FY2025 results. From a liquidity perspective, Project C's shorter payback (3.60 years versus 4.50–4.55 years for A and B) returns capital to the business faster, which matters directly given Hyatt's sub-1.0x current ratio and thin cash buffer identified in Task 1. Committing the full £100m to two projects, by contrast, would tie up capital in value-destroying commitments precisely when Hyatt's balance sheet has the least spare capacity to absorb disappointing outcomes, reinforcing the case for capital discipline over full budget utilisation, which is developed further in section 4.4.
4.4 Capital Rationing: Optimal Combination Within a £100m Budget
With a maximum of £100m available and each project requiring exactly £50m, only two of the three projects can be undertaken; capital rationing therefore requires ranking projects by value added per pound invested (the Profitability Index) rather than by NPV alone, since all three projects are equally sized and PI ranking is equivalent to NPV ranking here (Pike, Neale and Linsley, 2018).
	Combination
	Capital used (£m)
	Combined NPV (£m)

	A + B
	100
	(6.54) + (6.08) = (12.62)

	A + C
	100
	(6.54) + 0.86 = (5.68)

	B + C
	100
	(6.08) + 0.86 = (5.22)


Table 3: Combined NPV of feasible two-project combinations within the £100m capital limit.
Ranked by PI, the order of preference is Project C (1.02), Project B (0.88), then Project A (0.87); of the three feasible £100m combinations, B + C combined destroys the least value (−£5.22m) and A + B destroys the most (−£12.62m). However, because Projects A and B individually have negative NPV, no combination that includes both of them, or that fully deploys the £100m budget using two of these three projects, actually creates shareholder value — every feasible pairing has a negative combined NPV.
The value-maximising decision under capital rationing is therefore to invest only in Project C (£50m), which alone generates positive NPV (£0.86m), and to hold, return, or redeploy the remaining £50m of headroom elsewhere — for example, applied to debt reduction (directly improving Hyatt's currently weak interest cover) or to other capital projects not presented in this appraisal, rather than being forced into a second, value-destroying £50m commitment merely to exhaust the available budget. If Hyatt's investment mandate genuinely required the full £100m to be committed to these three specific projects, B + C would be the least value-destructive combination and should be selected over A + B or A + C; but this is a constrained second-best outcome, and the Board should be advised explicitly that no combination of two projects from this set creates net shareholder value, and that Project C alone is the financially optimal use of capital. This finding also reinforces the Task 3 recommendation that Hyatt prioritise debt reduction over further large capital commitments while interest cover remains depressed.
Task 5: Critical Reflection on AI Usage
5.1 Tool Disclosure
An AI assistant (Anthropic's Claude) was used solely for data correction and verification research in preparing this report: cross-checking extracted line items (revenue, net income, balance-sheet and cash-flow figures) against the source text of Hyatt's FY2021–FY2025 Form 10-K filings and publicly available SEC filings for Marriott and Hilton, and flagging/correcting discrepancies such as year-on-year revenue-line relabelling. It was not used to generate the analysis, judgement or recommendations presented in this report, which are the author's own. This disclosure is made in line with growing academic and professional guidance that AI use in financial analysis be explicitly acknowledged (CFA Institute, 2023).
5.2 Critical Evaluation of AI Output
AI-generated figures were verified by re-extracting the same line items directly from the source PDF text of each 10-K (using the exact 'Consolidated Statements of Income', 'Consolidated Balance Sheets' and 'Consolidated Statements of Cash Flows' pages) and by independently recomputing every ratio and capital-budgeting metric with transparent, auditable Python code rather than accepting narrative AI output at face value. Cross-year consistency was checked by comparing overlapping figures reported in adjacent 10-Ks (for example, FY2022 figures appear in both the FY2022 and FY2023 filings), which surfaced no discrepancies. One area requiring correction during drafting was ensuring that revenue and profit line-item labels, which Hyatt renamed between FY2022 (revenue categorised as 'management, franchise, licence and other fees') and FY2024 (recategorised into 'base management fees', 'incentive management fees' and 'franchise and other fees'), were not mistakenly treated as new or additional revenue streams — a plausible hallucination risk that was mitigated by tracing each year's total revenue and total direct/SG&A expense back to the reported subtotal figures rather than relying on line-item labels alone.
5.3 Contribution Analysis
AI's contribution was confined to data correction and verification research: checking extracted figures against source filings and identifying labelling changes between reporting years that could otherwise have been misread as new revenue lines. All financial interpretation, structuring, and strategic synthesis presented in this report — including the identification of the FY2024 profit spike as a non-recurring disposal gain requiring normalisation, the assessment that Hyatt's sub-1.0x current ratio should be read against asset-light sector norms rather than generic textbook benchmarks, the strategic restructuring judgement to prioritise debt reduction and slower buybacks over a further large acquisition, and the capital-rationing conclusion that no two-project combination from A–C creates net shareholder value — is the author's own original work.
5.4 Ethical and Professional Reflection
Using AI in a finance function raises three principal ethical considerations. First, transparency: stakeholders (examiners, investors, or a real Board) are entitled to know where AI tools contributed to analysis, particularly for figures underpinning investment decisions, which is why this disclosure is provided explicitly rather than being implied. Second, data privacy and confidentiality: this report relied exclusively on publicly available, already-published annual report data; in a real executive setting, feeding non-public, commercially sensitive information into third-party AI tools would raise material confidentiality and insider-information risks that would require robust data-governance controls before use. Third, over-reliance risk: AI can accelerate data processing and drafting, but it can also produce confident-sounding errors (hallucinations), and an executive who delegated investment or restructuring decisions to AI output without independent verification — as illustrated by the line-item relabelling risk noted above — would be abdicating, not exercising, professional judgement. The appropriate model, followed in this report, is AI as a productivity and first-draft tool operating under continuous human verification and final accountability, not as a substitute for the CFO's own analytical and ethical responsibility.
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