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[bookmark: _Toc104147059]Introduction
This report aims at analysing the financial report of Hilton Worldwide Holdings Inc., which tends to be a key hospitality organisation within the UK having the purpose of managing the portfolios of hotels all around the world. The report shall be done for the Chief Executive of the organisation in terms of letting the individual know how well or poorly the organisation is performing within the market. The report shall firstly discuss the different horizontal ratios for 2019 and 2020 considering the financial statements of the business. After that discussion on how important is the aspect of ratio analysis to the company in terms of the decision making process. Lastly, limitations of the ratio analysis and the importance of fluctuations of ratios within the organisation are necessary to be considered shall be discussed.
[bookmark: _Toc104147060]Calculate Horizontal ratios for 2019 and 2020 to aid the analysis of the financial information
The aspect of horizontal ratio analysis generally involves the evaluation of the financial statements mainly involving the comparison of different financial ratios, a line item or a benchmark over different numbers of accounting periods within the organisation. This analysis method is also known as trend analysis for an organisation and the assessment mainly allows the organisation to understand the relative changes in the various items of the company over a certain period of time (Molnar, et al., 2018).
Following is the provision of Hilton Worldwide Holdings Inc.’s financial statements as well as a few ratio analysis calculations that will ultimately help in providing a detailed horizontal ratio analysis of the business.
	Income Statement for Hilton Worldwide Holdings Inc. for 2019 and 2020

	
	2020
Amount (£)
	2019
Amount (£)

	Sales
	4307000
	9452000

	Cost of Goods Sold
	3725000
	7017000

	Gross Profit
	583000
	2435000

	Operating Expenses
	702000
	859000

	Operating Income
	-119000
	1576000

	Interest Expenses
	429000
	414000

	Total Other Income / Expenses
	-376000
	82000

	Income Before Taxes
	-924000
	1244000

	Net Income
	-715000
	881000



	Balance Sheet for Hilton Worldwide Holdings Inc. for 2019 and 2020

	
	2020
Amount (£)
	2019
Amount (£)

	Current Assets
	4202000
	2093000

	Non Current Assets
	15810000
	12558000

	Total Assets
	16755000
	14957000

	Current Liabilities
	2431000
	2871000

	Non Current Liabilities
	15810000
	12558000

	Total Liabilities
	18241000
	15429000

	Common Stock
	3000
	3000

	Retained Earnings
	-6732000
	-5965000

	Total Stockholders’ Equity
	-1490000
	-482000

	Total Liabilities and Stockholder
	16755000
	14957000



	Ratio Analysis for Hilton Worldwide Holdings Inc. for 2019 and 2020

	Ratio
	Formula
	2020
	2019

	Current Ratio
	Current Assets / Current Liabilities
	(4202000 / 2431000)
	(2093000 / 2871000)

	
	
	1.73
	0.73

	
	
	
	

	Gross Profit Ratio
	(Gross Profit / Net Sales) * 100
	(583000 / 4307000) * 100
	(2435000 / 9452000) * 100

	
	
	13.54%
	25.76%

	
	
	
	

	Operating Profit Ratio
	(Earnings Before Interest and Taxes / Net Sales) * 100
	(-924000 / 4307000) * 100
	(1244000 / 9452000) * 100

	
	
	-21.45%
	13.16%

	
	
	
	

	Fixed Assets Turnover Ratio
	(Net Sales / Average Fixed Assets)
	(4307000 / 1118000)
	(9452000 / 1247000)

	
	
	3.85
	7.58

	
	
	
	



[bookmark: _Toc104147061]Outline the importance of using ratio analysis for decision making
The aspect of ratio analysis is generally known to be a quantitative method that is related to the gaining an inside associated with the liquidity of an organisation along with its profitability and operational efficiency with the help of starting the financial statements of the organisation that mainly includes an income statement and the balance sheet. ratio analysis tends to be the cornerstone related to the fundamental equity analysis of an organisation. The analysts and investors mainly employ ratio analysis for the purpose of evaluating the financial help of an organisation in terms of scrutinising the past as well as current financial statements of the business (Srinivasan, 2018). Comparative data could be easily demonstrated with the help of this analysis that mainly tells how an organisation is performing over a certain time period and code mostly be used for estimating the future performance of the business. The data generated with the help of ratio analysis could also be helpful in comparing the financial standing of an organisation with the averages of the industry while also measuring how the organisations' tax UP against other businesses within the same industrial sector.
The aspect of ratio analysis tends to be important for an organisation as it helps and analyse the financial position solvency liquidity operations effectiveness profitability appropriate utilisation of the funds and also the risks of the company indicating a certain comparison or trend related to the financial results which could be significantly helpful towards decision making process related to investments by the shareholders of the organisation. The main importance of using ratio analysis in terms of the decision-making process has been discussed below according to different factors.
Analysis of Operational Efficiency - With respect to the analysis of the operational efficiency of the organisation application of ratio analysis tends to be significant so that an appropriate decision making process could be applied since the ratios such as inventory turnover ratio of fixed assets turnover ratio could be compared with other organisations within the same sector of work that shall help in analysing how the business must be managed in a better manner and what kind of decisions can be helpful for the business to achieve its necessary objectives and profitability (Ding, et al., 2019). The aspect of improvement is associated with the growth within the profitability of the business due to which analysing the ratios helps the business and making decisions as to how growth can be achieved and what strategies can be applied in the business to improve the operations for both short term and long term period.
Helps in Identifying the Business Risks of the Firm - It is important to understand that the application of ratio analysis has one of the main reasons within the business and that is analysing the business risks of the organisation. Proper decisions related to the growth and success of the business can only be taken if the risks of the business could be analysed in an appropriate manner along with allowing the business to understand how the profitability could be sensitive regarding the fixed cost deployment as well as outstanding debts of the business. Without appropriately understanding the risks of the business decisions, decisions related to the achievement of objectives or goals of the company cannot be taken appropriately and might lead to a significant loss within the business which might not be recovered even if other strategies get applied (Haddad, et al., 2020). 
Helps in Identifying Financial Risks of the Business - One of the key importance of using the ratio analysis within the organisation is that it helps in identifying the various financial risks related to the business. Calculation of different ratios such as interest coverage ratio or leverage ratio generally helps the business and understanding how the company is dependent on its external capital and whether the organisation is capable of repaying different dates using the existing wealth of the business. this aspect is important towards decision making process in the business since analysing the financial risk helps the business to understand where the available funds and resources could be implemented so that strategic success of the business could be achieved and hence if the financial risks of the business do not get identified as per the requirement then decisions of the company related to financial investments and expenses cannot be judged and might lead to a severe loss being generated by the business in both short term and long term scenario (Morales-Díaz & Zamora-Ramírez, 2018).
Liquidity of the Firm - The liquidity aspect generally helps in determining whether an Organisation could be able to pay its short-term obligations which suggest the short term debts which an organisation has to pay within a time period of 12 months or the operating cycle of the company. ratios such as current and quick are generally used for measuring the liquidity of the organisation. Hence the analysis of the organisational liquidity becomes important in terms of making decisions within the organisation since it helps the management and the other important business personnel to understand where their death or liabilities stand in the present scenario and whether they can be able to pay off the money within the required amount of time. decisions related to the payment of debts or any other short-term obligations can only be done if the liquidity ratios are analysed and calculated in the appropriate manner (Linares-Mustarós, et al., 2018). 
[bookmark: _Toc104147062]Investigate the limitation of ratio analysis, including why an understanding of ratios and their fluctuations is essential for hotel management in analysing the information seen in their financial statements.
Even though the aspect of ratio analysis generally comprises different benefits and advantages for the company it is being applied to, there are still certain limitations which are necessary to be considered by the business to operate and take decisions of the company by considering both short-term and long-term scenarios. Some of the main limitations related to ratio analysis have been discussed below.
· One of the biggest limitations of ratio analysis is that the information received from the analysis is generally historic and not current which becomes an issue at times for analysing the present financial and business position of the organisation within a specific market (Zorn, et al., 2018).
· ratio analysis generally does not help in measuring the human element of an organisation and does not help the business in taking decisions related to the human factor of the business
· the aspect of ratio analysis generally does not observe to be taking into account all the external factors related to the business such as worldwide recession or political disturbances within the country or the business where it is operating
· another key limitation of ratio analysis is that it can only be used for the purpose of comparing other organisations in terms of similar types and sizes which can at times be not useful for businesses which are operating within a Monopoly market
· in terms of ratio analysis, it might be difficult at comparing the company with other businesses since they might not be willing to share the necessary information that is required for making be required analysis (myaccountingcourse, 2020).
It is important to understand that having a proper understanding of the ratios as well as their fluctuations within the business becomes important for the hotel management for the purpose of analysing different information according to their financial statements since the hospitality sector of the UK comprises various hotels that are working in both large scale and small-scale operations. Being the hospitality industry is considered a general sector it becomes important for defining a certain set of financial ratios that could help in analysing organisations all across the entire industry regardless of the operations they are performing so that and proper understanding of how the business is Managing within the sector and how it can enhance its operations in a positive manner could be analysed. Moreover, it is generally observed that the hospitality sector is mostly heavy intangible and fixed assets and does mostly require a specific set of financial ratios for accurately analysing the overall industry as well as the performance of different individual organisations (Molnar, et al., 2018). 
[bookmark: _Toc104147063]Conclusion
Therefore, from the above discussion, it can be concluded by saying that the aspects of financial ratio calculation are important for a business so that necessary decisions related to the goals and success of the business can be taken along with helping the organisation to compete within its industry in a significant and positive manner. In terms of Hilton Worldwide Holdings Inc., it is being observed that the company has been performing better during the year 2019 than in the year 2020 the company has fallen down significantly in terms of income level as well as profitability achievement. The provision of different ratios has significantly shown that the business is facing serious financial risks and challenges within the business during the year 2020 rather than what It had been facing during 2019.
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