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[bookmark: _Toc104274195]Executive summary:
For the purposes of this research, the Hilton Hotel, an American hospitality corporation that maintains a wide range of hotels, will be examined in terms of financial ratios. This report will be provided to the company's CEO to evaluate its performance in the fiscal years 2019 and 2020. Profitability, liquidity, and gearing are the three segments of the ratio analysis. It will then be determined based on the income statement account and balance sheet ratios. Additional ratios will be used to determine the company's weaknesses. Visual graphs and critical analysis of ratio results will be shown to management after the calculation is complete (Zainudin and Hashim,2016). Finally, a succinct description of the ratio is supplied for enhanced comprehension and decision-making purposes.
[bookmark: _Toc104274196]Introduction:
Hilton Hotels is an American hospitality firm that owns and manages a wide range of properties. Companies' profitability, liquidity, and gearing ratio for 2019 and 2020 fiscal years will be presented in this report to the CEO. Using a ratio in accounting can indicate the interplay between balance sheet items or aspects of the gain and loss account and the balance sheet. 
Ratios are helpful tools for analyzing and comparing the financial data of an industry versus the monetary data of preceding years or with the financial data of challengers in the same industry or in contrasting sectors (Arkan,2016. It is feasible to acquire a concise image of the action and situation of the firm over a specific period of time by calculating a few ratios. This picture will give you an idea of how the company has been doing during this period.
The success of a long-term business depends on accurate forecasting and monetary control. Financial trends and results over time can be discerned by using ratio analysis, which is a useful administrative tool (Rodrigues and Rodrigues, 2018). An executive's ability to discern the strengths and shortcomings of a company might be aided by ratio analysis. In order to evaluate a company's performance in comparison to other companies, investors might employ ratio analysis.
The company's strengths and weaknesses can be seen in the company's ratios, but the ratios don't explain why these are the company's strengths or flaws. As a result, further investigation is required to uncover the hidden facts. Analysis of a company's financial situation can be done using ratio analysis. To name a few: stockholders or potential investors; lenders; senior executives; banks etc.
[bookmark: _Toc104274197]Financial analysis:

	Ratio
	Formula
	2019
	2020

	Gross Profit
	(Gross profit/ Sales) *100
	(2435000/ 9452000) *100
	25.76%
	(583000/ 4307000) *100
	13.54%

	Net Profit
	(Net profit/ Sales) *100
	(881,000/9,452,000) *100 
	9.32%
	(-715,000 / 4,307,000) *100
	-16.5%

	ROCE
	(Net profit + Loan Interest)/ (Total assets – current liability) *100
	(881,000 + 414000)/ (14,957,000 - 2,871,000) *100
	10.71%
	(-715,000 + 429,000)/ (16,755,000 - 2,431,000) *100
	-2%


[bookmark: _Toc104274198]                                       Table one (profitability ratio)
During a fiscal year, stakeholders utilize profitability measures to examine and assess a company's ability to generate revenue, assets, operational expenses, and shareholders' equity. The greater the ratio, the better the company is doing in terms of cash flow and revenue generation. Hilton hotel is earning a sizable annual profit, which is likely to entice investors and raise the value of shareholders' stock (Ruslim and Michael,2019). The profitability ratio can be used to compare the results of two companies. Hilton hotel, a hotel management company, has the capacity to see which hotels in its portfolio are generating most revenue based on their profitability ratio. 
[bookmark: _Toc104274199]                                             Chart one
Gross profit at Hilton Hotel for 2019 and 2020 is much lower, according to the P&L statement. This year’s net profit is 16.50 percent less than last year’s because of higher rent, more expensive advertising, and more bad debt.


	Ratio
	Formula
	2019
	2020

	Interest Cover
	(Net profit + Cash in hand) / Loan Interest
	1244000/414000
	3.004
	-924000/429000
	-2.15


[bookmark: _Toc104274200]                                          Table 2 (Gearing /solvency ratio)
Companies' ability to repay their long-term debt is determined by their solvency or the gearing ratio. In addition, the equity-to-debt ratio is used to gauge the financial health of the business. The company's gearing ratio reveals the financial risks it faces (Lee and Lee, 2018). Financial distress can occur when businesses are heavily in debt. A low gearing ratio indicates a low debt-to-equity ratio.

[bookmark: _Toc104274201]                                            Chart 2
Hilton’s low interest coverage ratio indicates that profits are insufficient to cover the debt's interest costs.
Liquidity
	Ratio
	Formula
	2019
	2020

	Current Ratio
	Current Assets/ Current Liabilities
	(2,093,000 / 2,871,000)
	.73
	(4,202,000 / 2,431,000)
	1.73

	Quick Ratio
	Current Assets – Stock/ Current Liability
	(2,093,000 – 3000) / 2,871,000
	.73
	(4,202,000 – 3000) / 2,431,000
	1.73


[bookmark: _Toc104274202]                                           Table 3 (Liquidity ratio)
When it comes to short-term debt repayment, a company's liquidity ratio demonstrates how quickly it can turn its current assets into cash in order to pay off its current liabilities. When it comes to determining a company's creditworthiness, the current and quick ratio is a key factor to consider. It is regarded typical for the business to have a current ratio of at least 02 and a quick ratio of at least 1. As a result, it shows that the firm has adequate liquid resources to meet its present commitments. (Sulila,2019). The Liquidity Ratio is a business analyst's favorite since it is simple to understand and reflects the current status of a company's liquid assets. As an added bonus, it demonstrates the rapidity with which a company can pay off its debt. Finally, it demonstrates the business's efficiency in utilizing its asset. However, relying solely on this index is a bad idea. If you use different accounting standards to measure the stockpile's worth over time, the ratio can change as well.




[bookmark: _Toc104274203]                                          Chart 3

Having a quick ratio greater than 1 indicates that Hilton has more quick assets than current liabilities.  Hilton's liquidity improved as the quick ratio rises. If cash is needed, more assets can be easily transformed.


	Ratio
	Formula
	2019
	2020

	Working Capital Turnover
	Sales / Net Current Assets
	(9,452,000 / 2,093,000)
	4.51
	(4,307,000 / 4,202,000)
	1.024

	Total assets Turnover
	Sales/ Total Assets less current liability
	9,452,000 / (14,957,000 - 2,871,000)
	.78
	4,307,000 / (16,755,000 - 2,431,000)
	.30

	Debt Ratio
	(Total current liability + Bank Loan) / (Total current assets + Fixed assets)
	(2,871,000 / 2,093,000)
	1.37
	(2,431,000 / 4,202,000)
	.57



[bookmark: _Toc104274204]                                                Table 4

The working capital turnover index measures how many dollars of working capital the company can generate in sales. A greater working capital turnover index indicates that the firm is capable of producing bigger sales amounts, resulting in gain. In contrast, a smaller index of working capital indicates that the trade is putting money in too many accounts receivables, which may lead to bad debts (Pražák, and Stavárek, 2017). Finally, the number of days it takes for a business to turn over its inventory is shown by the stock turnover days. Lower inventory turnover shows better management by the company.
[bookmark: _Toc104274205]Importance of Ratio analysis:
Hotels and motels, theme parks, transportation, and other industries are all part of the hospitality industry. There are a number of enterprises owned by Hilton that fall under this umbrella. A thorough understanding of ratios will help you analyze the many firms that make up your company's portfolio. The portfolio's many businesses can be analyzed to see which ones are doing well and which ones require development.
Using a ratio analysis, one financial variable's value is compared to another. Ratios can be calculated using P&L and balance sheet accounts, which are the most common and relevant financial information sources (Sadi’ah,2018). Since these statements are widely used in the business center, it is simple to compare the ratios with those of another department or firm, or even a potential new acquisition.
Investors, creditors and other stakeholders utilize ratio analysis to determine a company's creditworthiness. Using ratio analysis, managers can identify the strengths and weaknesses in order to develop strategies and initiatives for improving corporate processes.
To make qualitative performance decisions based on quantitative decisions, organizations use ratios to summarize massive amounts of financial data (Dance and Imade,2019). During the fiscal year, the current ratio is a quantitative correlation of the correlation between present assets and present liabilities. Using this metric, a hotel's liquidity and ability to meet its present obligations can be evaluated on a qualitative level. Because of this, it's important to keep in mind that a ratio can be used to demonstrate a quantitative relationship and to assist in making qualitative decisions.
[bookmark: _Toc104274206]Limitations of Ratio Analysis:
Using historical P&L and balance sheet data, managers compute these ratios. Using historical data may not accurately reflect current patterns, and hence using ratios may not be useful in predicting future outcomes. A 4.7 percent inflation rate was not taken into account in the ratio calculations during the pandemic.
Because of external events such as the pandemic, recession, etc., calculating ratio analysis may not be precise. During the lockdown, hotels were unable to amuse their customers, which resulted in greater overhead costs for cleaning and cleaning supplies. As a result, Hilton Hotel's net profit was lower than expected.
Due to Hilton Hotel's multi-business structure, its financial statements will be a little more difficult to analyze (Kim and I’m , 2017). As a result of its interpretations, financial accounting data can be interpreted in many ways. Accounting criteria give a wide range of bookkeeping procedures, which makes it difficult to compare and hence less useful for ratio analysis in this case. When determining the most efficient business, it would be more efficient to calculate each business's ratios individually and then compare them. Due to major changes in internal company activities, comparison of ratio analysis may lead to erroneous conclusions about the business's success and future prospects. It's impossible to determine an establishment's true profitability by combining  F&B and lodging profitability ratios.
[bookmark: _Toc104274207]Conclusion:
The Hilton hotel's 2019 and 2020 financial filings show that gross revenue and net profit are both below expectations. In 2020, net profit is expected to be much lower. Because of this, the corporation is unable to meet its short-term obligations. Because they have a low interest cover ratio, they are unable to handle corporate assets and turn them into revenue. Increasing revenues, such as through the sale of more products or services or a rise in prices, can help Hilton hotels boost their net margin and interest cover. It is possible to raise a company's net profit margin through cutting costs.
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