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[bookmark: _57vr74xm0beu]1. Financial Health Check
[bookmark: _sj6y6hcvlojw]1.1 Overview of Financial Statements
The financial statements of InterContinental Hotel Group show the company's financial performance between 2021 and 2025. Revenue increased from $1,517 million to $5,189 million, along with an improvement in gross profit from $1,031 million to $4,425 million. The operating profit of the Intercontinental Hotel groups doubled during the period as it is used to $1,198  million as it was on $494 million (IHG, 2026). The total assets also increased from $4,716  million to $5,345 million, which highlights the continuous investment of the hotel in expansion and its digital capabilities. The operating cash flow was also positive throughout the period as it increased from $636 million to $898 million. It indicates that the four operations of the company were generating sufficient cash for financing the investment, representing the debt and maintaining the distribution of the funds to the shareholders.
[bookmark: _xi8b3x67clv]1.2 Five-Year Trend Analysis 
[image: ]
Figure 01: Trend Analysis
Source: (Ms-Excel)
[image: ]
Table I: Trend Analysis
Revenue of InterContinental Hotel Group increased by approximately 242% in 2025, which was mainly due to the recovery in international travel, high occupancy levels and continuous expansion of the franchise as well as management. The increase in revenue was possible due to the increase in the Revenue per Available Room, which was approximately 1.8% (London Stock Exchange, 2025). The gross profit also increased consistently as it reflects the benefit of the asset-light business model of the InterContinental Hotel Group, where the franchise and management fees are generating a high margin with limited operating costs. The operating profit also improved, but it slightly declined in 2024 mainly because of high admin expenses, wage inflation, and increasing technology investment. Net profit fluctuated during the period, but there was a strong increment in the operating cash flow as a demonstration of the effective generation of cash. Trend analysis highlights that InterContinental Hotel Group successfully improved its profit, operational efficiency and financial resilience even after the ongoing macroeconomic challenges.
[bookmark: _v7th8de501c9]1.3 Ratio Analysis
[bookmark: _lssy41mskull]1.3.1 Profitability Ratio
[image: ]
Figure 02: Gross Margin, Net Margin and Return on Capital Employed
Source: (Ms-Excel)
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Table II: Calculation of Profitability Ratio
The profit of InterContinental Hotel Group improved as the gross margin increased from 67.96% in 2021 to 85.28% in 2025, which indicates improvement in operational efficiency and a great contribution to the high margin. Sharp improvement after 2021 shows the recovery of hotel demand after the pandemic and the continuous expansion of the asset-light strategy of the company (Pereira et al., 2026).
The net profit margin declined from 17.47% in 2021 to 9.66% in 2022 before recovering to 14.63% in 2025. Fluctuations were attributed to rising finance costs, inflation, and high operating expenses in place of the weak generation of revenue. The overall upward movement in the earning is demonstrating the effective control over costs and sustains the growth of the business.
Return on capital employed also increased substantially from 15.98% to 36.92%, which indicates that IHG is generating a high operating return from the capital invested in the business. The improvement also shows effective utilisation of the assets and disciplined allocation of capital. 
[bookmark: _tlhtjeg3s2cn]1.3.2 Investment Ratios
[image: ]
Figure 03: Dividend Yield and Dividend Payout Ratio
Source: (Ms-Excel)
[bookmark: _gqd4v22dsrcb][image: ]
Table III: Calculation of Investment Ratio
Dividend yield declined from 1.28% in 2021 to 0.91% in 2025, which was primarily due to the increase in the share price of IHG more rapidly than the payment of dividends, as the confidence of investors improved during the recovery of the industry. The dividend payout ratio decreased from 59% to 26%, which indicates that the company was retaining a large proportion of the earnings for the expansion of the business. The conservative dividend policy is considered for improving financial flexibility along with supporting long-term growth (Lubis et al., 2024). It also suggests that the management is focusing on the sustainable creation of value in place of the short-term distribution to shareholders. 
[bookmark: _p85jruminh04]1.3.3 Efficiency Ratios
[image: ]
Figure 04: Inventory Turnover, Receivables Turnover and Payable Turnover Days
Source: (Ms-Excel)
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Table IV: Calculation of Efficiency Ratio
InterContinental Hotel Group is maintaining strong efficiency in the operation throughout the 5 years, as the inventory turnover declined from 3.38 days to 2.15 days in 2025. It reflects the efficient management of the inventory in the hotel and the limited requirements of an asset-light business model. The receivable turnover days also improved from 130.89 days to approximately 57 days, as it indicates the fast collection of the franchise and management fees along with strong credit control after the recovery of international travel. Payable turnover decreased from 68.72 days in 2021 to 35.11 days in 2025, which indicates that IHG settled their obligations to suppliers more quickly. This strategy consumes working capital but improves the relationship with the suppliers and operational reliability. The combined effect eventually reduced the cash conversion cycle from 66 days to 24 days, which highlights the significant improvement in the efficiency of the working capital. It aligns with the continuous expansion of IHG  through their franchise and management contracts that require low inventory levels and improvement in operational efficiency.
[bookmark: _7plqf1zfvf43]1.3.4 Liquidity Ratios
[image: ]
Figure 05: Current and Quick Ratio
Source: (Ms-Excel)
[image: ]
Table V: Calculation of Liquidity Ratio
The current ratio of IHG  declined from 1.27 to 0.98  in 2025, as the quick ratio also fell from 1.27 to 0.97. Ratios below 1.0 indicate that current liabilities marginally exceeded current assets, largely because of higher trade and other payables associated with business growth. The risk of liquidity could be manageable for IHG because they are consistently generating positive operating cash flow and getting the benefit from the asset-light business model. The hospitality sector commonly operates with a low liquidity ratio due to the continuous inflow of cash from customers, as it reduces the dependency on maintaining a high current assets balance.
[bookmark: _c2uddgiwjslw]1.3.5 Financial Structure (Gearing) Ratio
[image: ]
Figure 06: Debt/Equity and Interest Coverage Ratio
Source: (Ms-Excel)
[bookmark: _xyxv5p7boemk][image: ]
Table VI: Calculation of Gearing Ratio
Debt-to-equity ratio also decreased from 4.2 to 2.95  in 2025, which reflects the strong growth of equity and gradual reduction in financial leverage. Increasing the return earned in the business improved the profit and contributed to the favourable debt-to-equity performance even after continuous investment in business expansion (Mareta et al., 2022). The interest coverage ratio also improved from 3.36 times in 2021 to 5.93 times in 2025, and it also went peak to 8.46 times in 2023. High global interest rates increased the finance cost after 2023, as the operating profit was sufficient for meeting the interest obligations. It also indicates that the low financial risk and strong following capacity improve the financial flexibility of IHG for future investment in strategic expansion.
[bookmark: _gfrbwp9llgan]1.3.6 Cash Flow Ratios
[image: ]
Figure 07: Operating Cash Flow and Cash Flow Margin Ratio
Source: (Ms-Excel)
[image: ]
Table VII: Calculation of Cash Flow Ratio
Operating cash flow fluctuated between 38% and 43%, and it also reached 43% in 2025. It highlights that there are improvements in the ability for meeting short term applications with the use of the generated cash from operations.  The cash flow margin ratio also declined from 41.92% to  17.31% because the revenue of the company increased faster than the operating cash flow.  Continuous positive operating cash flow in the business confirms that IHG  is generating internal funds for supporting operations, capital investment and shareholder returns.
[bookmark: _oj83w784c87j]1.4 Overall Financial Performance Evaluation
IHG has demonstrated strong financial recovery and sustainable growth between 2021 and 2025. The revenue growth, improvement in gross margin, high ROCE and strong coverage of interest indicate that there are improvements in operational performance and effective utilisation of capital. The liquidity ratio declined and profit fluctuated because of inflation and high finance costs, as the company was maintaining effective operating cash flow and reducing financial leverage. It also reflected the resilience of the asset-light business strategy of IHG and the ability to create shareholder value even after the challenging economic conditions.
[bookmark: _pjm81xhvx2u3]1.5 Overall Ratio Summary
[image: ]
Table VIII: Summary of Ratios
Profitability, efficiency, and gearing ratios were improved during the period, with the below level of the liquidity ratio. Strong operating cash flow and decline leverages was compensated for the weak short-term liquidity, which indicates that the companies are maintaining a stable financial position with favourable long-term growth prospects in the market.
[bookmark: _xjk2kip9s679]2. Working Capital Management Analysis
[bookmark: _4fg9xllrh2ic]2.1 Introduction
Working capital means the management of the current assets and current liabilities to ensure the business maintains sufficient liquidity for meeting short-term obligations with its operations (Alade, 2024). Effective management of working capital is important in the hospitality sector because the hotel is facing seasonal fluctuations in demand, continuous operating expenses and substantial cash flow influences. Efficient management of receivables, payables, and inventory for IHG is necessary due to its global operations and asset-light business model.
[bookmark: _wyrbfgd5uba]2.2 Cash Operating Cycle
[image: ]
Figure 08: Cash Conversion Cycle
Source: (Self-designed)
[image: ]
Table IX: Cash Conversion Cycle
The cash operating cycle means the number of days required for converting the inventory purchase into the receipts of cash (Asman et al., 2022). It is calculated by adding the inventory turnover days and the receivable collection days before deducting the payables turnover days.
The cash conversion cycle of IHG  declined from 66 to 12 before increasing moderately to 19 days in 2023 and then 24 days in 2025. The improvement between 2021 and 2022 was primarily due to the reduction in the receivable turnover, which decreased from 130 days to 57 days as indicated by the first collection of the franchise and management fees. The inventory turnover also improved from 3.38 to 2.15, which reflected the efficient management of the inventory and limited requirements associated with the franchise-based business model of IHG.
The payable turnover declined from 68 days to 35 days, which indicates that suppliers were paid quickly, as it reduced the benefit of the trade credit and increased the cash conversion cycle after 2022. The cycle was considerably shortened in 2021, which demonstrates the improvement in operational efficiency. The continuous expansion of the management and franchise agreement reduced the complexity in the operation and accelerated the collection of cash. There is the storm of demand for international tourism in the market, which allows the hotel operator to generate stable operating cash even after persistent inflationary pressures. 
[bookmark: _dy8glctrl4j9]2.3 Working Capital Problems
[image: ]
Figure 09: Working Capital
Source: (Self-designed)
[image: ]
Table X: Working Capital
The working capital of IHG declined from being positive at $ 442 million in 2021 to $134 million in 2022, before becoming negative at $61 million in 2023, $59 million in 2024 and $51 million in 2025. It occurred because the current liabilities were increasing faster than their current assets as the company was expanding its operation and increased the obligations in the short term.
The current ratio also decreased from 1.27 in 2021 to 0.98 in 2025, while the quick ratio also declined from 1.27 to 0.97. The ratio was less than the benchmark of one, which indicates that the current assets were marginally insufficient for covering the short-term liabilities. It could increase the need to refinance this during the period of economic uncertainty, as it should be interpreted in the context of the asset-light business model of IHG. The franchise operators required slow inventory and generated a regular inflow of cash in the context of the hotel industry through the management and franchise fees (Xiao, 2025).
The fast supplier payments improved the commercial relationship but reduced the available trade credit and placed pressure on short-term liquidity. Rising global interest rates and inflation increase the finance cost across the hospitality industry, which requires the company to maintain a strong reserve of cash (Koduru, 2026). IHG is continuously generating positive operating cash flow, and careful monitoring of the working capital was necessary for preserving financial flexibility. 
[bookmark: _weckqqqr1vd6]2.4 Strategies to Improve Liquidity
IHG has to continue improving receivable management by expanding the automated billing system, digital payment platforms and real-time monitoring of franchise fee collections. It is demonstrated that fast collection would be considerable for reducing the receivable days and improving the availability of cash.
Management has to focus on the optimisation of the supplier management policies by negotiating long credit periods where they are commercially feasible without damaging the supplier relationship (O’Brien, 2022). This strategy allows for the improvement in the cash conversion cycle along with maintaining the stability in the operation.
Improvement in the forecasting of cash supported by advanced data analytics, as it will allow for the management of the anticipation of the seasonal fluctuations in the demand of the hotel and the allocation of cash effectively across international operations. IHG has already invested in digital transformation and uses predictive financial analytics for improving liquidity planning.
[bookmark: _6yik7c92ywoj]2.5 Financing Options
Short-term sources of finance included revolving credit facilities, bank overdrafts, and trade credit for providing flexible funding for seasonal fluctuations (Junli, 2025). Major dependency on short-term borrowing can expose the refinancing risk of the company as interest rates rise. Long-term finance through retained earnings, corporate bonds and long-term bank loans can offer great financial stability and support strategic investment. The increasing profits and lower debt-to-equity ratio of IHG support selecting the retained earnings combination with selective long-term borrowing as the most appropriate financing strategy.
[bookmark: _fms8d3yv1wi1]3. Strategic Financial Restructuring Plan
[bookmark: _jn8lyyf3vsgf]3.1 Need for Financial Restructuring
InterContinental Hotels Group is expected to have a strong financial recovery between 2021 and 2025, as the financial analysis indicates that there is a need for strategic restructure for sustaining the long term growth. The revenue was increased to $5,189 million, with an increase in operating profit, but liquidity was weak, with a declining current ratio. It suggests that the improvement in profit was not sufficient, as there is a need for short-term financial flexibility for further improvement.
External economic conditions justify the financial restructuring, with high global interest rates increasing borrowing costs across the hospitality industry. Global inflation was moderate, as the finance cost was at the pre-pandemic level, which increases the financial pressure on the multinational companies (Vieira and da Silva, 2024). Geopolitical tensions and volatility in the exchange rate are also influencing international demand for tourism. IHG has to focus on improving liquidity, reducing financial risk and improving capital efficiency, along with maintaining sufficient capacity for future expansion through its global franchise and management network.
[bookmark: _72f58mkh1d6s]3.2 Financial Restructuring Options
Expansion of its asset-light business model: IHG generates the majority of their revenue through franchise and management agreements, which reduce capital expenditure along with focusing on the high-margin fee income. The improvement in the gross margin from 67% to 85% demonstrates the effectiveness of the approach and supports future expansion in the high-growth international market.
Gradual debt refinancing: The debt-to-equity ratio declined from 4.2 to 2.95, where refinancing existing debt in the long-term facilities can reduce refinance risk. It can improve financial stability, particularly if the interest rate declines over the medium term.
Financing expansion through retained earnings: The dividend payout ratio decreased from 59% to 26%, which indicates that the management is committed to reinvesting the profit in technology, development of the hotel and strategic growth. The policy was also considered for improving the financial flexibility along with reducing the dependency on external finance. 
[bookmark: _ez3tm73ilgav]3.3 Impact on Shareholder Value, Debt Structure and Operational Flexibility
Continuous expansion of the asset-light business model is expected to improve profits because the franchise and management contracts require low capital investment along with the generation of stable fee income. High profits are considerable for supporting the future growth of earnings and improving the value of the shares through the sustained appreciation of the share price.
Reinvestment in the retained earnings in place of increasing dividend payment is also supporting the long-term creation of value (Anuforo et al., 2026). The dividend payout ratio declined during the analysis period as the retained earnings provided an internal source of finance for the expansion without increasing the borrowing cost. The approaches are considerable for improving the financial sustainability along with preserving the wealth of the shareholders over time.
Debt refinance and reduction in the leverage would also allow for the improvement in the balance sheet of the company from the perspective of finance (Elkamhi et al., 2025). The declining debt-to-equity ratio and the interest coverage ratio of 5.93 times indicate that the companies already have the sufficient capacity for meeting its financial obligations. 
Operational flexibility would also improve with the increasing investment in technology and digital infrastructure. Improvements in the data analytics and management system for revenue and customer loyalty programs can allow for a fast response to changes in demand in the market. It would allow IHG to expand the service in the international market along with maintaining efficient operations and controlling costs during the period of economic uncertainty.
[bookmark: _f8y7xfiki7qi]3.4 International Considerations  
IHG has to consider international financial risk when implementing the restructuring strategies because they have operations in more than 100 countries. Fluctuations in interest rates can directly influence the reported revenue and profit because the earnings are generated in multiple currencies (Ogunbiyi-Badru et al., 2024). Conflicts in the geopolitical scenario, inflation and changing regulations of travel can also affect occupancy and decisions for investment. Maintaining diversification in the market, applying appropriate foreign exchange risk management and allocating the investment across multiple international market communities reduces dependency on individual economies.
[bookmark: _7di3qc67eowu]3.5 Ethical and ESG Considerations
IHG is already committed to reducing carbon emissions, improving energy efficiency and supporting responsible tourism through its sustainability programs. Maintaining transparent governance, ethical financial reporting and responsible allocation of capital can improve confidence among stakeholders. Integration of the environmental, social and governance objectives in the financial restructure can be considerable for improving the long-term competitiveness of the. Increasing investment in efficient hotels, renewable energy initiatives, and sustainable supply chains can reduce the cost of operations along with supporting the commitment to the environment. Enhanced ESG reporting can also ensure transparency,  confidence among stakeholders, and attract responsible investment tools. The initiative would support regulatory compliance and reinforce the reputation of IHG  as the sustainable global hospitality company.
[bookmark: _ppwjwxb8kbf1]4. Investment Appraisal and Capital Budgeting
[bookmark: _gf7jlea56mab]4.1 Project Information
Investment appraisal allows the organisation for the evaluation of the financial viability of the proposed project and alignment with the strategy (Daming and Widyawati, 2024). It is necessary for IHG  to allocate capital effectively because of the long-term strategy of focusing on the expansion of the global hotel portfolio, improvement in the digital capability and maximisation of the value for the shareholders. Each of the projects requires an initial investment of £50 million have been evaluated using a discount rate of 8%, representing the company's required rate of return. The cash flow of the project occurs over the five years with no residual value at the end of the life. Payback Period, Accounting Rate of Return (ARR), Net Present Value (NPV) and Internal Rate of Return (IRR) are applied to demonstrate the most attractive investment.
[bookmark: _ss08m9y8m5ba]4.2 Payback Period
[image: ]
Table XI: Calculation of Payback Period
Payback period analysis demonstrates that the time required for recovering the initial investment from future cash flow makes it a useful indicator for the liquidity and the risk of the investment (Dai et al., 2022).  Project C has the shortest payback period of 3.60 years, followed by Project A at 4.50 years and Project B at 4.55 years. Project C recovers the initial investment almost 1 year earlier than the other alternatives because it has the highest cash flow included during Years 3 and 4. The early recovery is considerable for reducing the exposure to uncertainty, inflation and changes in market conditions, which is particularly important in the hospitality sector. The payback period method is simple and focuses on liquidity because it ignores the inflow of cash after the payback period and does not consider the time value of money. Project C performs the best using this technique, as the result has to be interpreted along with the discounted appraisal method before making the final investment decision
[bookmark: _ktffcewpf8vl]4.3 Accounting Rate of Return
[bookmark: _yeg6h7crl38b][image: ]
Table XII: Calculation of Accounting Rate of Return
Accounting rate of return evaluates the accounting profit generated related to the initial investment. Project C records the highest accounting rate of return of 6% in comparison to the 2% for Project B and 1.6% for Project A. Project C generates the total accounting profit of 15 million euros in the 5 years that exceeds the profit generated by the other project. Superior profit and strong utilisation of the invested capital are demonstrated in Project C. Project A recorded a profit of only 4 million euros compared to 5 million euros for Project B, and both are less attractive from an accounting perspective. The accounting rate of return is limited because it is based on the accounting profit in place of the cash flow and ignores the timing of the returns. Project C is outperforming the alternative options, but it should not be isolated and considered together with the discounted cash inflow techniques.
[bookmark: _kddd4ss3xdeo]4.4 Net Present Value
[image: ]
Table XIII: Calculation of Net Present Value
Net present value is the most considerable investment appraisal technique because it includes the time value of money and directly measures the value created for the shareholders (Cotter, 2023). Project C produces a positive NPV of £0.86 million, whereas Project A and Project B generate negative NPVs of £6.54 million and £6.08 million, respectively. The positive net present value in Project C  is expected to generate returns exceeding the required rate of return for IHG, and it increases shareholder wealth. Negative net present value for Projects A and B demonstrates that the discounted future inflows of cash are not sufficient for recovering the initial investment, which resulted in the destruction of value. The positive result for Project C is attributed to the large inflow of cash during years 3 and 4 that offset the initial investment even after discounting. Capital budgeting focuses on the maximisation of the value for the shareholders, as the net present value provides the strongest evidence. Project C is most considerable from the perspective of the economy among all investments, and it should be focused on the subsequent valuation.
[bookmark: _y3yqznoh64aq]4.5 Profitability Index
[image: ]
Table XIV: Profitability Index
Profitability Index measures the present value of future cash inflows that are generated, performed and assisted for the ranking of the comparative investment project (Zatrochova and Katrencik, 2023). A profitability index more than 1 demonstrates that the project can create value, but less than 1 suggests that it should be rejected. Project C achieved the highest PI of 1.02, while Project A and Project B recorded 0.87 and 0.88, respectively. The positive profit index for Project C demonstrates that the discounted future inflow of cash exceeds the initial investment, confirming that the project can create value for the shareholder.
[bookmark: _46mcissslbww]4.6 Internal Rate of Return
[image: ]
Table XV: Internal Rate of Return
Internal rate of return identifies the discount rate at which the net present value of the project is equal to zero and is commonly compared with the required rate of return of the company (Arjunan, 2022). The calculation highlights that Project C  is achieving the IRR of approximately one percent with -5% and -4% for Project A and Project B, respectively. None of the projects is receiving the required rate of return of 8%, but Project C is suitable and better than other alternative options because of its positive value. Negative internal rate of return of Projects A and B demonstrates that the insufficient return for recovering the initial investment makes them financially unacceptable.
[bookmark: _7da6r9tmdhnx]4.7 Comparative Evaluation
Each of the investment appraisal techniques provides a different understanding about the performance of the project, but the decision must be based on the combination of the method in place of the single criterion. Project C is consistently performing better across all the appraisal techniques as it has achieved the shortest payback period (3.60 years), the highest ARR (6%), the only positive NPV (£0.86 million) and the highest PI (1.02). Projects A and B are also similar but fail to satisfy the primary financial criteria. Both of the projects are generating a negative net present value and a profit index less than 1, which indicates that the future discounted inflow of the gas cannot recover the initial investment. Project C would provide the early recovery of the cash, improve liquidity and reduce the exposure to market uncertainty. Net present value is generally considered the most reliable appraisal technique because it directly measures the wealth of the shareholder, as it represents Project C  as the strongest investment opportunity among the alternatives. Project C also has great strategic alignment with the long-term expansion objective of IHG apart from the quantitative result. Strong inflow of cash in the middle of the years improves the financial flexibility and reduces the risk of the investment during the period of economic uncertainty. IRR is less than the required return, as the positive NPV  indicates that it can be expected to generate incremental value for the shareholders, which makes it balance investment decision than the competing alternatives.
[bookmark: _m22gp52j33gq]4.8 Recommended Project
Project C should be selected for implementation because it is the only project which satisfies the most important value of the investment criteria by generating a positive net present value and PI more than 1. The calculated internal rate of return is below the required rate of return, but Project C still outperforms the alternative investment and demonstrates the potential for the creation of long-term value for the shareholders. In the context of IHG, the selection of a project which can generate sustainable cash flow and maximise efficiency can support the strategic objective by expanding the global hotel portfolio along with maintaining disciplined financial management.
[bookmark: _v8ph2gnl08tc]4.9 Capital Rationing
Capital rationing occurs when the funds for the investment are limited, and management has to allocate the resources for the project which can maximise the value for the shareholder (Jain, 2024). IHG can finance only a £50 million investment, as Project C has to be focused because it is the only project with a positive NPV and a PI greater than one. Investment in Projects A and B  would reduce the value for the shareholders because it has a negative net present value. Under the capital constraints, selection of project C  would ensure that the available financial resources are allocated for the investment to offer the highest economic return and the contribution to the long-term financial performance.
[bookmark: _xhpnp4afx2p4]5. Critical Reflection on AI Usage
[bookmark: _a49czlypuni4]5.1 Tool Disclosure
There was no inclusion of artificial intelligence in the preparation of the report as the research, calculation, ratio analysis, investment appraisal, interpretation and report writing were completed independently by the author. The financial data was collected from the published annual report of InterContinental Hotel Group, along with supporting literature from academic journals, textbooks and professional reports. Microsoft Excel was primarily used for the performance of the financial calculations, preparation of the ratio analysis and generation of the charts.
[bookmark: _ikcubun3k4hq]5.2 Verification of AI Outputs
There was no AI-generated content used during the preparation of the report; verification of the output was not applicable. All of the calculations were independently checked with the use of Microsoft Excel, while the financial information and company performance were verified against the annual report of IHG.
[bookmark: _9v7iodygu3zh]5.3 Identification of Hallucinations
There was no use of the AI tools for the generation of the content and analysis of the financial information, as no AI-generated inaccuracies or hallucinations were identified during the completion of this assignment.
[bookmark: _s1dmlq7597rh]5.4 AI Contribution vs Personal Analysis
The report was completed through independent research and personal analysis. The financial statements were collected from the annual report of IHG, with all trend analysis, financial ratios, calculations of the working capital and investment appraisal techniques. Interpretation of the results, evaluation of the financial performance and recommendations were developed based on the author's understanding of financial management principles and supported by the academic literature. Some of the relevant textbooks, peer-reviewed journal articles and professional publications also concurred to support the critical discussion and justification of the conclusion. Independent research was considerable for improving the analytical, problem-solving, and financial evaluation skills along with ensuring a comprehensive understanding of the concepts throughout the project. Completion of the report also improved the ability to interpret the financial data independently and make evidence-based recommendations. Application of the financial management theory in the real business context can improve analytical reasoning, improves the decision making skills and confidence for the evaluation of investment opportunities.
[bookmark: _6q6153xslqaz]5.5 Ethical and Professional Reflection 
[bookmark: _u16c3ppit22s]Completion of the assignments without the AI assistant demonstrates the importance of independent learning, critical thinking and professional judgement (Estaphan et al., 2025). Analysing the financial statement, performing the investment calculations and evaluating the Working Capital Management required interpretation of the financial information in application of theoretical knowledge. Conducting independent research improves confidence in the use of Microsoft Excel for financial Modelling and improves the ability to evaluate corporate financial performance objectives. The process also highlights the importance of academic integrity and ethical responsibility. All of the information in this study used in the report was collected from legitimate sources, including the annual report of IHG, academic textbooks, and professional publications; appropriate acknowledgement is provided through the Harvard reference. Ensuring transparency in the use of the evidence and presentation of the original analysis demonstrates ethical standards expected in higher education and professional financial practice (Winkelmes et al., 2023). The knowledge and analytical skills in this report were developed through the completion of the assignment independently, which will also contribute to future academic support and informed financial decision-making in the professional environment. Completion of the report also improves professional competence, including financial analysis, critical evaluation, interpretation of the data and report writing skills. Extraction of the financial data from the annual report and preparation of the ratio and investment appraisal models in Microsoft Excel improve the technical and analytical capabilities. The assignment also improves the ability to apply financial management theories to real-world multinational organisations and the development of evidence-based recommendations. 
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Profitability Ratios

Particulars Formula Details 2021 2022 2023 2024 2025
Revenue ($m) A 1,517.00 | 3,892.00 | 4,624.00 | 4,923.00 | 5,189.00
Cost of Sales ($m) B 486.00 648.00 742.00 745.00 764.00
Gross Profit/(Loss) ($m) C 1,031.00 | 3,244.00 | 3,882.00 | 4,178.00 | 4,425.00
Operating Profit/(Loss) ($m) D 494.00 628.00 | 1,066.00 1,041.00 | 1,198.00
Net Profit/(Loss) ($m) E 265.00 376.00 750.00 628.00 759.00
Total Assets ($m) F 4,716.00 | 4,216.00 | 4,813.00 | 4,748.00 | 5,345.00
Current Liabilities ($m) G 1,624.00 | 1,544.00 | 2,190.00 1,928.00 | 2,100.00
Gross
Profit/(Loss
Gross Margin ) / Revenue C/A 67.96% 83.35% 83.95% 84.87% 85.28%
Net
Profit/(Loss
Net Margin ) / Revenue E/A 17.47% 9.66% 16.22% 12.76% 14.63%
Operating
Profit/(Loss
) / (Total
Assets -
Current
Return on Capital Employed (ROCE)| Liabilities) | D/(F-G) 15.98% 23.50% 40.64% 36.91% 36.92%
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Investment Ratios
Particulars Formula | Details 2021 2022 2023 2024 2025
Earnings/(Loss) per Share A $1.45 $2.07 $4.44 $3.90 $4.91
Market Price per Share B $67.18 $68.65 $94.50 $132.39 $138.45
Dividend per Share C $0.86 $1.38 $1.52 $1.14 $1.26
Dividend
per Share /
Market
Price per
Dividend Yield Share B/A 1.28% 2.02% 1.61% 0.86% 0.91%
Dividend
per Share /
Earnings/(L
0ss) per
Dividend Payout Ratio Share C/A 59% 67% 34% 29% 26%
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Efficiency Ratios

Particulars Formula | Details 2021 2022 2023 2024 2025
Revenue ($m) A 1,517.00 | 3,892.00 | 4,624.00 | 4,923.00 | 5,189.00
Cost of Sales ($m) B 486.00 648.00 742.00 745.00 764.00
Opening Inventories ($m) C 5.00 4.00 4.00 5.00 4.00
Closing Inventories ($m) D 4.00 4.00 5.00 4.00 5.00
Average Inventories ($m) E=(C+D)/2 4.50 4.00 4.50 4.50 4.50
Opening Receivables ($m) F 514.00 574.00 646.00 740.00 785.00
Closing Receivables ($m) G 574.00 646.00 740.00 785.00 833.00
Average Receivables ($m) H=(F+G)/2 544.00 610.00 693.00 762.50 809.00
Opening Payables ($m) I 94.00 89.00 81.00 75.00 78.00
Closing Payables ($m) J 89.00 81.00 75.00 78.00 69.00
Average Payables ($m) K=(I+))/2 91.50 85.00 78.00 76.50 73.50
365 / (Cost
of Sales /
Average
Inventory Turnover Days Inventory) | 365/(B/E) 3.38 2.25 2.21 2.20 2.15
365/
(Revenue /
Average
Receivable
Receivables Turnover Days s) 365/(A/H) 130.89 57.21 54.70 56.53 56.91
365 / (Cost
of Sales /
Average
Payables Turnover Days Payables) | 365/(B/K) 68.72 47.88 38.37 37.48 35.11
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Liquidity Ratios

Particulars Formula | Details 2021 2022 2023 2024 2025
Current Assets ($m) A 2,066.00 | 1,678.00 | 2,129.00 1,869.00 | 2,049.00
Inventories ($m) B 4.00 4.00 5.00 4.00 5.00
Current Liabilities ($m) C 1,624.00 | 1,544.00 | 2,190.00 1,928.00 | 2,100.00
Current
Assets /
Current
Current Ratio Liabilities A/C 1.27 1.09 0.97 0.97 0.98
(Current
Assets -
Inventories
) / Current
Quick Ratio Liabilities | (A-B)/C 1.27 1.08 0.97 0.97 0.97
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Gearing Ratios

Particulars Formula | Details 2021 2022 2023 2024 2025
Total Liabilities ($m) A 6,190.00 | 5,824.00 | 6,759.00 7,056.00 | 8,081.00
Total Equity ($m) B 1,474.00 | 1,608.00 | 1,946.00 2,308.00 | 2,736.00
Operating Profit/(Loss) ($m) C 494.00 628.00 | 1,066.00 1,041.00 | 1,198.00
Finance Costs ($m) D 147.00 118.00 126.00 178.00 202.00
Total
Liabilities /
Total
Debt/Equity Ratio Equity A/B 4.20 3.62 3.47 3.06 2.95
Operating
Profit/(Loss
) / Finance
Interest Coverage Ratio Cost C/D 3.36 5.32 8.46 5.85 5.93
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Cash Flow Ratios

Particulars Formula | Details 2021 2022 2023 2024 2025
Operating Cash Flow ($m) A $636.00 $646.00 $893.00 $724.00 $898.00
Current Liabilities ($m) B $1,624.00 | $1,544.00 | $2,190.00 | $1,928.00 | $2,100.00
Net Sales ($m) C $1,517.00 | $3,892.00 | $4,624.00 | $4,923.00 | $5,189.00
Operating
Cash Flow
/ Current
Operating Cash Flow Ratio Liabilities A/B 39% 42% 41% 38% 43%
Operating
Cash Flow
Cash Flow Margin Ratio / Net Sales A/C 41.92% 16.60% 19.31% 14.71% 17.31%
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| Summary Table

%

% Change (% Change (Change in|Change in
Ratio 2021 2023 2024 2025  |in 2022 in 2023 2024 2025
Profitability Ratios
Gross Margin 67.96% 83.95% 84.87% 85.28%
Net Margin 17.47% 16.22% 12.76% 14.63%
Return on Capital Employed (ROCE) 15.98% 40.64% 36.91% 36.92%
Liquidity Ratios
Current Ratio 1.27 0.97 0.97 0.98
Quick Ratio 1.27 0.97 0.97 0.97
Gearing Ratios
Debt/Equity Ratio 4.20 3.47 3.06 2.95
Interest Coverage Ratio 3.36 8.46 5.85 5.93
Efficiency Ratios
Inventory Turnover Days 3.38 2.21 2.20 2.15
Receivables Turnover Days 130.89 54.70 56.53 56.91
Payables Turnover Days 68.72 38.37 37.48 35.11
Investment Ratios
Dividend Yield 0.01 0.02 0.01 0.01
Dividend Payout Ratio 59.08% 34.32% 29.36% 25.65%
Cash Flow Ratios R N R R
Operating Cash Flow Ratio 0.41 0.38 0.43
Cash Flow Margin Ratio 19.31% 14.71% 17.31%
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Particulars Details| 2021 2022 2023 2024 2025
Inventory Turnover Days A 3.38 2.25 2.21 2.20 2.15
Receivables Turnover Days| B 130.89 57.21 54.70 56.53 56.91
Payables Turnover Days C 68.72 47.88 38.37 37.48 35.11
Cash Conversion Cycle |A+B-C 66 12 19 21 24
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Particulars Details| 2021 2022 2023 2024 2025
Current Assets (Sm) A | 2,066.00 | 1,678.00 | 2,129.00 | 1,869.00 | 2,049.00
Current Liabilities (Sm) | B | 1,624.00 | 1,544.00 | 2,190.00 | 1,928.00 | 2,100.00
Working Capital (Sm) | A-B | 442.00 | 134.00 | (61.00)] (59.00)] (51.00)
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Payback Period

Project A
Year Cash Flow (£m) |Cummulative Cash Flow (£m)
1 £10.00 £10.00
2 £12.00 £22.00
3 £14.00 £36.00
4 £10.00 £46.00
5 £8.00 £54.00
Payback Period (Y ears) 4.50
Project B
Year Cash Flow (£m) |Cummulative Cash Flow (£m)
1 £11.00 £11.00
2 £11.00 £22.00
3 £11.00 £33.00
4 £11.00 £44.00
5 £11.00 £55.00
Payback Period (Y ears) 4.545
Project C
Year Cash Flow (£m) |Cummulative Cash Flow (£m)
1 £5.00 £5.00
2 £10.00 £15.00
3 £20.00 £35.00
4 £25.00 £60.00
5 £5.00 £65.00
Payback Period (Y ears) 3.60
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Accounting Rate of Return

Residual value £0.00
Investment £50.00
Year 5
Depreciation £10.00
Project A
Year Cash Flow (£m)|Profit (£m) = Cash Inflow — Depreciation
1 £10.00 £0.00
2 £12.00 £2.00
3 £14.00 £4.00
4 £10.00 £0.00
5 £8.00 -£2.00
Total Profit 4
Average Profit 0.8
Average annual profit 1.60%
Project B
Year Cash Flow (£m)|Profit (£m) = Cash Inflow — Depreciation
1 £11.00 £1.00
2 £11.00 £1.00
3 £11.00 £1.00
4 £11.00 £1.00
5 £11.00 £1.00
Total Profit 5
Average Profit 1
Average annual profit 2.00%
Project C
Year Cash Flow (£m)|Profit (£m) = Cash Inflow — Depreciation
1 £5.00 -£5.00
2 £10.00 £0.00
3 £20.00 £10.00
4 £25.00 £15.00
5 £5.00 -£5.00
Total Profit 15
Average Profit 3
Average annual profit 6.00%
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Net Present Value

Discount Rate 8.00%
Project A
Year Cash Flow (£m) |Discount Rate Present Value (£m)
0 -£50.00 1.00 -£50.00
1 £10.00 0.93 £9.26
2 £12.00 0.86 £10.29
3 £14.00 0.79 £11.11
4 £10.00 0.74 £7.35
5 £8.00 0.68 £5.44
Present Value -£6.54
Project B
Year Cash Flow (£m) |Discount Rate Present Value (£m)
0 -£50.00 1.00 -£50.00
1 £11.00 0.93 £10.19
2 £11.00 0.86 £9.43
3 £11.00 0.79 £8.73
4 £11.00 0.74 £8.09
5 £11.00 0.68 £7.49
Present Value -£6.08
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Year Cash Flow (£m) |Discount Rate Present Value (£m)
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2 £10.00 0.86 £8.57
3 £20.00 0.79 £15.88
4 £25.00 0.74 £18.38
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3 £20.00 0.79 £15.88
4 £25.00 0.74 £18.38
5 £5.00 0.68 £3.40
£50.86
Profitability Index (PI) 1.02





image25.png
Internal Rate of Return (IRR)

Project A
Year Cash Flow (£m) |Discount Rate Present Value (£m)
0 -£50.00 1.00 -£50.00
1 £10.00 0.93 £9.26
2 £12.00 0.86 £10.29
3 £14.00 0.79 £11.11
4 £10.00 0.74 £7.35
5 £8.00 0.68 £5.44
IRR -5%
Project B
Year Cash Flow (£m) |Discount Rate Present Value (£m)
0 -£50.00 1.00 -£50.00
1 £11.00 0.93 £10.19
2 £11.00 0.86 £9.43
3 £11.00 0.79 £8.73
4 £11.00 0.74 £8.09
5 £11.00 0.68 £7.49
Present Value -4%
Project C
Year Cash Flow (£m) |Discount Rate Present Value (£m)
0 -£50.00 1.00 -£50.00
1 £5.00 0.93 £4.63
2 £10.00 0.86 £8.57
3 £20.00 0.79 £15.88
4 £25.00 0.74 £18.38
5 £5.00 0.68 £3.40

Present Value

1%





image26.png
Group Financial Statements

Group Financial Statements
Group income statement

2021 2020 2019
For the year ended 31 December 2021 Note $m $m $m
Revenue from fee business 3 1153 823 1,510
Revenue from owned, leased and managed lease hotels 3 237 169 573
System Fund revenues 928 765 1,373
Reimbursement of costs 589 637 1171
Total revenue 2 2,907 2,394 4,627
Cost of sales (486) (354) (782)
System Fund expenses (939) (867) (1,422)
Reimbursed costs (589) (637) 1,171)
Administrative expenses (300) (267) (385)
Share of losses of associates and joint ventures 2 (8) (14) [€)]
Other operating income n 16 21
Depreciation and amortisation 2 (98) (Mo) (me)
Impairment loss on financial assets - (88) 8)
Other impairment charges 6 (@) (226) (131)
Operating profit/(loss) 2 494 (153) 630

Operating profit/(loss) analysed as:

Operating profit before System Fund and exceptional items

System Fund

Operating exceptional items

Financial income 7 8 4 6
Financial expenses 7 (147) (144) (121)
Fair value gains on contingent purchase consideration 25 6 13 27
Profit/(loss) before tax 361 (280) 542
Tax 8 (96) 20 (156)
Profit/(loss) for the year from continuing operations 265 (260) 386
Attributable to:

Equity holders of the parent 266 (260) 385

Non-controlling interest ) - 1

265 (260) 386

Earnings/(loss) per ordinary share: 10

Basic 145.4¢ (142.9)¢ 210.4¢

Diluted 144.6¢ (142.9)¢ 209.2¢

Notes on pages 149 to 205 form an integral part of these Group Financial Statements.
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Group Financial Statements

Group Financial Statements
Group income statement

2022 2021 2020
For the year ended 31 December 2022 Note $m $m $m
Revenue from fee business 3 1,449 1153 823
Revenue from owned, leased and managed lease hotels 3 394 237 169
System Fund revenues 1,217 928 765
Reimbursement of costs 832 589 637
Total revenue 2 3,892 2,907 2,394
Cost of sales (648) (486) (354)
System Fund expenses (1.322) (939) (867)
Reimbursed costs (832) (589) (637)
Administrative expenses (364) (300) (267)
Share of losses of associates and joint ventures 2,6 (59) 8 (14)
Other operating income 29 n 16
Depreciation and amortisation 2 (68) (98) (110)
Impairment loss on financial assets (5) - (88)
Other net impairment reversals/(charges) 6 5 @) (226)
Operating profit/(loss) 2 628 494 (153)
Operating profit/(loss) analysed as:
Operating profit before System Fund and exceptional items 828 534 219
System Fund (105) ) (102)
Operating exceptional items 6 (95) (29) (270)
628 494 (153)
Financial income 7 22 8 4
Financial expenses 7 (me) (147) (144)
Fair value gains on contingent purchase consideration 24 8 6 13
Profit/(loss) before tax 540 361 (280)
Tax 8 (164) (96) 20
Profit/(loss) for the year from continuing operations 376 265 (260)
Attributable to:
Equity holders of the parent 375 266 (260)
Non-controlling interest 1 (0] -
376 265 (260)
Earnings/(loss) per ordinary share 10
Basic 207.2¢ 145.4¢ (142.9)¢
Diluted 206.0¢ 144.6¢ (142.9)¢

Notes on pages 157 to 216 form an integral part of these Group Financial Statements.
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Group income statement

2022 2021
2023  Re-presented®  Re-presented”
For the year ended 31 December 2023 Note $m $m $m
Revenue from fee business 3 1,672 1434 1144
Revenue from owned, leased and managed lease hotels 3 an 394 237
Revenue from insurance activities 321 21 15 9
System Fund and reimbursable revenues 32 2,460 2,049 1,517
Total revenue 2 4,624 3,892 2,907
Cost of sales (742) (648) (486)
System Fund and reimbursable expenses 32 (2,441 (2,154) (1,528)
Administrative expenses (338) (353) (292)
Insurance expenses 21 (23) m) 8)
Share of profits/(losses) of associates and joint ventures 6,15 31 (59) 8)
Other operating income 21 29 n
Depreciation and amortisation 2 (67) (68) (98)
Impairment reversal/(loss) on financial assets 1 (5) -
Other net impairment reversals/(charges) 6 - 5 @)
Operating profit 2 1,066 628 494
Operating profit analysed as:
Operating profit before System Fund, reimbursables and exceptional items 828
System Fund and reimbursable result (105)
Operating exceptional items (95)
628
Financial income 7 39 22 8
Financial expenses 7 (91) (118) (147)
Fair value (losses)/gains on contingent purchase consideration 25 @ 8 6
Profit before tax 1,010 540 361
Tax 8 (260) (164) (96)
Profit for the year from continuing operations 750 376 265
Attributable to:
Equity holders of the parent 750 375 266
Non-controlling interest - 1 )
750 376 265
Earnings per ordinary share 10
Basic 443.8¢ 207.2¢ 145.4¢
Diluted 4M4.2¢ 206.0¢ 144.6¢

2 Re-presented for the adoption of IFRS 17 ‘Insurance Contracts’ and to combine System Fund revenues and reimbursables (see New accounting standards and other
presentational changes).

—> Accounting policies and notes on pages 161 to 216 form an integral part of these Group Financial Statements.
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Group income statement

2024 2023 2022
For the year ended 31 December 2024 Note $m $m $m
Revenue from fee business 3 1,774 1672 1434
Revenue from owned, leased and managed lease hotels 3 515 47 394
Revenue from insurance activities 3,20 23 2 15
System Fund and reimbursable revenues 31 2,61 2,460 2,049
Total revenue 2 4,923 4,624 3,892
Cost of sales (745) (742) (648)
System Fund and reimbursable expenses 31 (2,694) (2,441) (2154)
Administrative expenses (359) (338) (353)
Insurance expenses 20 (29) (23) (W)
Share of profits/(losses) of associates and joint ventures 10 3 (59)
Other operating income 10 2 29
Depreciation and amortisation 2 (65) 67) (68)
Impairment (loss)/reversal on financial assets (10) 5)
Other net impairment reversals/(charges) - - 5
Operating profit 2 1,041 1,066 628
Operating profit analysed as:
Operating profit before System Fund, reimbursables and exceptional items 1124 1019 828
System Fund and reimbursable result (83) 19 (105)
Operating exceptional items 6 - 28 (95)
1,041 1,066 628
Financial income 7 63 39 22
Financial expenses 7 (203) @) ms)
Fair value (losses)/gains on contingent purchase consideration 24 (4) 4) 8
Profit before tax 897 1010 540
Tax 8 (269) (260) (164)
Profit for the year 628 750 376
Attributable to:
Equity holders of the parent 628 750 375
Non-controlling interest - - 1
628 750 376
Earnings per ordinary share 10
Basic 389.6¢ 4438¢ 2072¢
Diluted 385.3¢ 441.2¢ 206.0¢

Accounting policies and notes on pages 197 to 256 form an integral part of these Group Financial Statements.
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2025 20242 2023
For the year ended 31 December 2025 Note $m $m $m
Revenue from fee business 3 1,897 1,774 1672
Revenue from owned & leased hotels 3 544 515 A7
Revenue from insurance activities 3,20 27 23 2
System Fund and reimbursable revenues 31 2,721 2,61 2,460
Total revenue 2 5,189 4,923 4,624
Cost of sales (764) (745) (742)
System Fund and reimbursable expenses 31 (2,767) (2,694) (2,441)
Administrative expenses (354) (359) (338)
nsurance expenses 20 (36) (29) (23)
Share of profits of associates and joint ventures 6 10 3
Other operating income 14 10 2
Depreciation and amortisation 2 (67) (65) 67)
mpairment (loss)/reversal on financial assets 21 (10)
Other net impairment charges ) - -
Operating profit 2 1,198 1,041 1,066
Operating profit analysed as:
Operating profit before System Fund, reimbursables and exceptional items 1,265 1124 1,019
System Fund and reimbursable result (46) (83) 19
Operating exceptional items 6 (21) - 28
1,198 1,041 1,066
Financial income 7 49 63 39
Financial expenses 7 (202) (178) (126)
Foreign exchange gains/(losses) 37 (25) 35
Remeasurement of contingent purchase consideration (8) (4) (4)
Profit before tax 1,074 897 1,010
ax 8 (315) (269) (260)
Profit for the year 759 628 750
Attributable to:
Equity holders of the parent 758 628 750
Non-controlling interest 1 - -
759 628 750
Earnings per ordinary share 10
Basic 490.9¢ 389.6¢ 443.8¢
Diluted 486.5¢ 385.3¢ 441.2¢

a. In 2025, foreign exchange gains/(losses) have been presented on a separate line. The 2024 and 2023 amounts were previously presented within

‘Financial expenses’.
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Group statement of financial position

2021 2020
31December 2021 Note $m $m
ASSETS
Goodwill and other intangible assets 13 1195 1,293
Property, plant and equipment 14 137 201
Right-of-use assets 15 274 303
Investment in associates and joint ventures 16 7 81
Retirement benefit assets 27 2 -
Other financial assets 7 173 168
Derivative financial instruments 24 - 5
Deferred compensation plan investments 256 236
Non-current tax receivable 1 15
Deferred tax assets 8 147 n3
Contract costs 3 72 70
Contract assets 3 316 3n
Total non-current assets 2,650 2,796
Inventories 4 5
Trade and other receivables 18 574 514
Current tax receivable 1 18
Other financial assets 7 2 1
Cash and cash equivalents 19 1,450 1,675
Contract costs 3 5 5
Contract assets 3 30 25
Total current assets 2,066 2,243
Total assets 4,716 5,039
LIABILITIES
Loans and other borrowings 22 (292) (869)
Lease liabilities 15 (35) (34)
Trade and other payables 20 (579) (466)
Deferred revenue 3 (617) (452)
Provisions 21 (49) (16)
Current tax payable (52) (30)
Total current liabilities (1,624) (1,867)
Loans and other borrowings 22 (2,553) (2,898)
Lease liabilities 15 (384) (416)
Derivative financial instruments 24 (62) (18)
Retirement benefit obligations 27 (92) (103)
Deferred compensation plan liabilities (256) (236)
Trade and other payables 20 (89) (94)
Deferred revenue 3 (996) 117)
Provisions 21 (41) (44)
Deferred tax liabilities 8 (93) (95)
Total non-current liabilities (4,566) (5,021)
Total liabilities (6,190) (6.888)
Net (1,474) (1,849)
EQUITY
IHG shareholders’ equity (1.481) (1,857)
Non-controlling interest 7 8
Total equity (1,474) (1,849)

Signed on behalf of the Board,
Paul Edgecliffe-Johnson
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2022 2021
31December 2022 Note $m $m
ASSETS
Goodwill and other intangible assets 12 1144 1195
Property, plant and equipment 13 157 137
Right-of-use assets 14 280 274
Investment in associates 15 36 77
Retirement benefit assets 26 2 2
Other financial assets 16 156 173
Derivative financial instruments 23 7 -
Deferred compensation plan investments 216 256
Non-current other receivables 3 1
Deferred tax assets 8 126 147
Contract costs 3 75 72
Contract assets 3 336 316
Total non-current assets 2,538 2,650
Inventories 4 4
Trade and other receivables 7 646 574
Current tax receivable 16 1
Other financial assets 16 - 2
Cash and cash equivalents 18 976 1,450
Contract costs 3 5 5
Contract assets 3 31 30
Total current assets 1,678 2,066
Total assets 4,216 4,716
LIABILITIES
Loans and other borrowings 21 (55) (292)
Lease liabilities 14 (26) (35)
Trade and other payables 19 (697) (579)
Deferred revenue 3 (681) (617)
Provisions 20 (53) (49)
Current tax payable (32) (52)
Total current liabilities (1,544) (1,624)
Loans and other borrowings 21 (2,341) (2,553)
Lease liabilities 14 (401) (384)
Derivative financial instruments 23 (11) (62)
Retirement benefit obligations 26 (66) (92)
Deferred compensation plan liabilities (216) (256)
Trade and other payables 19 (81) (89)
Deferred revenue 3 (1,043) (996)
Provisions 20 (43) (41)
Deferred tax liabilities 8 (78) (93)
Total non-current liabilities (4,280) (4,566)
Total liabilities (5.824) (6,190)

(1,608) (1,474)
EQUITY
IHG shareholders’ equity (1,615) (1,481)
Non-controlling interest 7 7
Total equity (1,608) (1,474)

Signed on behalf of the Board,
Paul Edgecliffe-Johnson
20 February 2023
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2022
2023  Re-presented®
31December 2023 Note $m $m
ASSETS
Goodwill and other intangible assets 12 1,099 1144
Property, plant and equipment 13 153 157
Right-of-use assets 14 273 280
Investment in associates and joint ventures 15 48 36
Retirement benefit assets 27 3 2
Other financial assets 16 185 156
Derivative financial instruments 24 20 7
Deferred compensation plan investments 250 216
Non-current other receivables 17 13 3
Deferred tax assets 8 134 126
Contract costs 3 82 75
Contract assets 3 424 336
Total non-current assets 2,684 2,538
Inventories 5 4
Trade and other receivables 7 740 646
Current tax receivable 15 16
Other financial assets 16 7 -
Cash and cash equivalents 18 1,322 976
Contract costs 3 5 5
Contract assets 3 35 31
Total current assets 2129 1,678
Total assets 4,813 4,216
LIABILITIES
Loans and other borrowings 22 (599) (55)
Lease liabilities 14 (30) (26)
Derivative financial instruments 24 (25) -
Trade and other payables 19 (mm) (697)
Deferred revenue 3 (752) (681)
Provisions 20 (10) (44)
Insurance liabilities 21 (12) (9)
Current tax payable (51) (32)
Total current liabilities (2,190) (1,544)
Loans and other borrowings 22 (2,567) (2,341)
Lease liabilities 14 (396) (401)
Derivative financial instruments 24 - (1)
Retirement benefit obligations 27 (66) (66)
Deferred compensation plan liabilities (250) (216)
Trade and other payables 19 (75) (81)
Deferred revenue 3 (1,096) (1,043)
Provisions 20 (26) (20)
Insurance liabilities 21 (25) (23)
Deferred tax liabilities 8 (68) (78)
Total non-current liabil (4,569) (4,280)
(6,759) (5.824)
(1,946) (1,608)
IHG shareholders’ equity (1,950) (1,615)
Non-controlling interest 4 7
Total equity (1,946) (1,608)

2 Re-presented for the adoption of IFRS 17 ‘Insurance Contracts’ (see New accounting standards and other presentational changes).
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2024 2023
31December 2024 Note $m $m
ASSETS
Goodwill and other intangible assets n 1,042 1099
Property, plant and equipment 12 146 153
Right-of-use assets 13 276 273
Investment in associates and joint ventures 14 51 48
Retirement benefit assets 26 3 3
Other financial assets 15 212 185
Derivative financial instruments 23 4 20
Deferred compensation plan investments 286 250
Non-current other receivables 6 35 13
Deferred tax assets 8 122 134
Contract costs 3 90 82
Contract assets 3 612 424
Total non-current assets 2,879 2684
Inventories 4 5
Trade and other receivables 16 785 740
Current tax receivable 22 15
Other financial assets 15 7 7
Cash and cash equivalents 17 1,008 1322
Contract costs 3 5 5
Contract assets 3 38 35
Total current assets 1,869 2129
Total assets 4,748 4,813
LIABILITIES
Loans and other borrowings 21 (398) (599)
Lease liabilities 13 (26) (30)
Derivative financial instruments 23 - (25)
Trade and other payables 18 (650) 71y
Deferred revenue 3 (766) (752)
Provisions 19 (22) (10)
Insurance liabilities 20 (14) (12)
Current tax payable (52) (51
Total current liabilities (1,928) (2190)
Loans and other borrowings 21 (2,876) (2,567)
Lease liabilities 13 (388) (396)
Derivative financial instruments 23 (78) -
Retirement benefit obligations 26 (68) (66)
Deferred compensation plan liabilities (286) (250)
Trade and other payables 18 (78) (75)
Deferred revenue 3 (1,294) (1,096)
Provisions 19 ()] (26)
Insurance liabilities 20 (25) (25)
Deferred tax liabilities 8 @18) (68)
Total non-current liabilities (5128) (4,569)
Total liabilities (7,056) (6,759)
Net lial (2,308) (1,946)
EQUITY
IHG shareholders’ equity (2,312) (1,950)
Non-controlling interest 4 4

Total equity (2,308) (1,946)
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2025 2024
31 December 2025 Note $m $m
ASSETS
Goodwill and other intangible assets il 1,155 1,042
Property, plant and equipment 12 148 146
Right-of-use assets 13 269 276
nvestment in associates and joint ventures 14 55 51
Retirement benefit assets 26 3 3
Other financial assets 15 m 212
Derivative financial instruments 23 120 4
Deferred compensation plan investments 316 286
Non-current other receivables 6 19 35
Deferred tax assets 8 146 122
Contract costs 3 103 90
Contract assets 3 751 612
Total non-current assets 3,296 2,879
nventories 5 4
rade and other receivables 6 833 785
Current tax receivable 27 22
Other financial assets 15 3 7
Cash and cash equivalents 17 1,129 1,008
Contract costs 3 5 5
Contract assets 3 47 38
Total current assets 2,049 1,869
Total assets 5,345 4,748
LIABILITIES
Loans and other borrowings 21 (478) (398)
Lease liabilities 3 (28) (26)
rade and other payables 8 (676) (650)
Deferred revenue 3 (829) (766)
Provisions 9 (21) (22)
nsurance liabilities 20 (16) (14)
ax payable (52) (52)
Total current liabilities (2100) (1,928)
Loans and other borrowings 21 (3,723) (2,876)
Lease liabilities 3 (378) (388)
Derivative financial instruments 23 (12) (78)
Retirement benefit obligations 26 (69) (68)
Deferred compensation plan liabilities (316) (286)
rade and other payables 8 (69) (78)
Deferred revenue 3 (1,340) (1,294)
Provisions 9 (22) 7)
nsurance liabilities 20 (29) (25)
Deferred tax liabilities 8 a7 (18)
ax payable 6) -
Total non-current liabilities (5,981) (5128)
Total liabilities (8,081) (7,056)
Net liabilities (2,736) (2,308)
EQUITY
HG shareholders’ equity (2,741) (2,312)
Non-controlling interest 5 4
Total equity (2,736) (2,308)
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Group Financial Statements continued
Group statement of cash flows

2021 2020 2019
For the year ended 31 December 2021 Note $m $m $m
Profit/(loss) for the year 265 (260) 386
Adjustments reconciling profit/(loss) for the year to cash flow from operations 26 583 568 521
Cash flow from operations 848 308 907
Interest paid (134) (132) (110)
Interest received 8 2 3
Contingent purchase consideration paid - - (6)
Tax paid 8 (86) (41) (141)
Net cash from operating activities 636 137 653
Cash flow from investing activities
Purchase of property, plant and equipment 17) (26) (75)
Purchase of intangible assets (35) (50) (104)
Investment in associates - @ (10)
Investment in other financial assets (5) 5) (9)
Acquisition of businesses, net of cash acquired n - - (292)
Deferred and contingent purchase consideration paid 25 (13) - 2
Capitalised interest paid 7 - [0 (5)
Distributions from associates and joint ventures - 5 -
Disposal of hotel assets, net of costs and cash disposed 12 44 1 -
Repayments of other financial assets 14 13 4
Disposal of equity securities - 4 -
Net cash from investing activities 12) (61) (493)
Cash flow from financing activities
Purchase of own shares by employee share trusts - - (5)
Dividends paid to shareholders 9 - - (721)
Dividend paid to non-controlling interest - - )
Transaction costs relating to shareholder returns - - )
Issue of long-term bonds, including effect of currency swaps 23 - 1,093 -
(Repayment)/issue of commercial paper 23 (828) 738 -
Repayment of long-term bonds 23 - (290) -
Principal element of lease payments 23 (32) (65) (59)
(Decrease)/increase in other borrowings 23 - (125) 127
Proceeds from currency swaps 23 - 3 -
Net cash from financing activities (860) 1,354 (660)
Netmovement in cash and cash equivalents in the year (236) 1,430 (500)
Cash and cash equivalents at beginning of the year 19 1,624 108 600
Exchange rate effects 3 86 8
Cashand cash equivalents at end of the year 19 1,391 1,624 108
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2021 ($m) 2022 ($m) 2023 ($m) 2024 ($m) 2025 ($m)
mRevenue $1,517.00 $3,892.00 $4,624.00 $4,923.00 $5,189.00
m Operating Expenses $537.00 $2,616.00 $2,816.00 $3,137.00 $3,227.00

= Net profit $265.00 $376.00 $750.00 $628.00 $759.00
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Group Financial Statements continued
Group statement of cash flows

2022 2021 2020
For the year ended 31 December 2022 Note $m $m $m
Profit/(loss) for the year 376 265 (260)
Adjustments reconciling profit/(loss) for the year to cash flow from operations 25 585 583 568
Cash flow from operations 961 848 308
Interest paid (126) (134) (132)
Interest received 22 8 2
Tax paid 8 (2n) (86) (41)
Net cash from operating activities 646 636 137
Cash flow from investing activities
Purchase of property, plant and equipment (54) “7) (26)
Purchase of intangible assets (45) (35) (50)
Investment in associates (V] - @
Investment in other financial assets - (5) (5)
Deferred purchase consideration paid 24 - (13) -
Capitalised interest paid 7 - - [0]
Lease incentives received 6 - -
Distributions from associates and joint ventures - - 5
Disposal of property, plant and equipment 3 - -
Disposal of hotel assets, net of costs and cash disposed n - 44 1
Repayments of other financial assets 13 14 13
Disposal of equity securities - - 4
Net cash from investing activities (78) 12) (61)
Cash flow from financing activities
Repurchase of shares, including transaction costs 28 (482) - -
Purchase of own shares by employee share trusts (V)] - -
Dividends paid to shareholders 9 (233) - -
Issue of long-term bonds, including effect of currency swaps - - 1,093
(Repayment)/issue of commercial paper 22 - (828) 738
Repayment of long-term bonds 22 (209) - (290)
Principal element of lease payments 22 (36) (32) (65)
Decrease in other borrowings - - (125)
Proceeds from currency swaps - - 3
Net cash from financing activities (961) (860) 1,354
Net movement in cash and cash equivalents in the year (393) (236) 1,430
Cash and cash equivalents at beginning of the year 18 1,391 1,624 108
Exchange rate effects an 3 86

Cash and cash equivalents at end of the year 18 921 1,391 1,624
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Group Financial Statements continued
Group statement of cash flows

2023 2022 2021

For the year ended 31 December 2023 Note $m $m $m

Profit for the year 750 376 265

Adjustments reconciling profit for the year to cash flow from operations 26 469 585 583

Cash flow from operations 1,219 961 848

Interest paid (mne) (126) (134)
Interest received 36 22 8

Tax paid 8 (243) 2n) (86)
Net cash from operating activities 893 646 636
Cash flow from investing activities

Purchase of property, plant and equipment (28) (54) 7)
Purchase of intangible assets (54) (45) (35)
Investment in associates (3) (1) -
Investment in other financial assets (60) - (5)
Deferred purchase consideration paid 25 - - (13)
Lease incentives received - 6 -
Disposal of property, plant and equipment - 3 -
Disposal of hotel assets, net of costs and cash disposed n - - 44
Repayments of other financial assets 8 13 14
Net cash from investing activities (137) (78) (12)
Cash flow from financing activities

Repurchase of shares, including transaction costs 29 (790) (482) -
Purchase of own shares by employee share trusts (8) ) -
Dividends paid to shareholders 9 (245) (233) -
Dividend paid to non-controlling interest 3) - -
Repayment of commercial paper - - (828)
Issue of long-term bonds, including effect of currency swaps 23 657 - -
Repayment of long-term bonds 23 - (209) -
Principal element of lease payments 23 (28) (36) (32)
Net cash from financing activities (417) (961) (860)
Net movement in cash and cash equivalents in the year 339 (393) (236)
Cash and cash equivalents at beginning of the year 18 1 1,391 1,624
Exchange rate effects 18 (77) 3

Cash and cash equivalents at end of the year 18 1,278 921 1,391
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Group statement of cash flows

2024

2022

For the year ended 31 December 2024 Note $m $m $m
Profit for the year 628 750 376
Adjustments reconciling profit for the year to cash flow from operations 25 521 469 585
Cash flow from operations 1149 1219 961
Interest paid (170) (19) (126)
Interest received 57 36 22
Deferred purchase consideration paid 24 3) - -
Tax paid 8 (309) (243) 2n)
Net cash from operating activities 724 893 646
Cash flow from investing activities
Purchase of property, plant and equipment (29) (28) (54)
Purchase of intangible assets (49) (54) (45)
Investment in associates and joint ventures (6) 3) 1)
Investment in other financial assets (32) (60) -
Deferred purchase consideration paid 24 (10) - -
Disposal of property, plant and equipment 9 - 3
Repayments of other financial assets n 8 13
Finance lease receipts 4 - -
Other investing cash flows 3 - 6
Net cash from investing activities (99) (137) 78)
Cash flow from financing activities
Repurchase of shares, including taxes and transaction costs 28 (804) (790) (482)
Purchase of own shares by employee share trusts (27) (8) 1)
Dividends paid to shareholders 9 (259) (245) (233)
Dividend paid to non-controlling interest - 3) -
Issue of long-term bonds, including effect of currency swaps 22 834 657 -
Repayment of long-term bonds 22 (547) - (209)
Settlement of currency swaps 22 (45) - -
Principal element of lease payments 22 (46) (28) (36)
Net cash from financing activities (894) (417) (961)
Net movement in cash and cash equivalents in the year (269) 339 (393)
Cash and cash equivalents at beginning of the year 17 1,278 921 1391
Exchange rate effects (18) 18 (77)
991 1278 921

Cash and cash equivalents at end of the year 17
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Group statement of cash flows

2025 2024 2023

For the year ended 31 December 2025 Note $m $m $m
Profit for the year 759 628 750
Adjustments reconciling profit for the year to cash flow from operations 25 602 521 469
Cash flow from operations 1,361 1149 1219
nterest paid (202) (170) m9)
nterest received 46 57 36
Deferred purchase consideration paid 24 - 3) -

ax paid 8 (307) (309) (243)
Net cash from operating activities 898 724 893
Cash flow from investing activities

Purchase of property, plant and equipment (28) (29) (28)
Purchase of brands (120) - -
Purchase of other intangible assets (49) (49) (54)
nvestment in associates and joint ventures (1) (6) @)
nvestment in other financial assets 3) (32) (60)
Deferred purchase consideration paid 24 - (10) -
Disposal of property, plant and equipment - 9 -
Repayments of other financial assets 14 il

Finance lease receipts 4 4 -
Other investing cash flows B 3 -
Net cash from investing activities (190) (99) (137)
Cash flow from financing activities

Repurchase of shares, including taxes and transaction costs 28 (897) (804) (790)
Purchase of own shares by employee share trusts (10) 27) (8)
Dividends paid to shareholders 9 (270) (259) (245)
Dividend paid to non-controlling interest - - (3)
ssue of long-term bonds, including effect of currency swaps 22 990 834 657
Repayment of long-term bonds 22 (403) (547)
Settlement of currency swaps 22 - (45) -
Drawdown of Revolving Credit Facility 22 75 - -
Repayment of Revolving Credit Facility 22 (75) - -
Principal element of lease payments 22 (30) (46) (28)
Other financing cash flows 6 - -
Net cash from financing activities (614) (894) (417)
Net movement in cash and cash equivalents in the year 94 (269) 339
Cash and cash equivalents at beginning of the year 17 991 1278 921
Exchange rate effects 4 (18) 18
Cash and cash equivalents at end of the year 17 1,126 991 1278
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Trend Analysis

Particulars 2021 (Sm) | 2022 (Sm) | 2023 ($m) | 2024 (Sm) | 2025 ($m)
Revenue $1,517.00 | $3,892.00 | $4,624.00 | $4,923.00 | $5,189.00
Gross Profit $1,031.00 | $3,244.00 | $3,882.00 | $4,178.00 | $4,425.00
Operating Expenses $537.00 | $2,616.00 | $2,816.00 | $3,137.00 | $3,227.00
Operating Profit $494.00 $628.00 | $1,066.00 | $1,041.00 | $1,198.00
Net profit $265.00 $376.00 $750.00 $628.00 $759.00
Total Assets $4,716.00 | $4,216.00 | $4,813.00 | $4,748.00 | $5,345.00
Operating Cash Flow $636.00 | $646.00 | $893.00 | $724.00 | $898.00
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Profitability Ratio

50.00%

40.00%

30.00%

20.00%

0.00% 2021 2022 2023 2024 2025

u Gross Margin 17.47% 9.66% 16.22% 12.76% 14.63%
= Net Margin 15.98% 23.50% 40.64% 36.91% 36.92%
= Return on Capital Employed (ROCE) 15.98% 23.50% 40.64% 36.91% 36.92%

mGross Margin -~ mNet Margin = Return on Capital Employed (ROCE)





