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Executive Summary
The purpose of this report is to analyse the financial status of Hiltons Worldwide Holdings, a hospitality company that is based out of the United States and, manages a portfolio of hotels and resorts. This report will be presented to the Chief Executive of the company to evaluate its performance during 2019 and 2020 fiscal year. A horizontal ratio analysis is carried out in order to evaluate the percentage changes within the company.  A horizontal ratio analysis will be carried out with the Income statements and balance sheets of the company. Upon completion of the calculation, critical analysis of the findings from the calculations will be submitted to the management. Finally, brief summary of the ratio will be provided for further understanding and decision making.
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Introduction

Hilton Worldwide Holdings is a multinational hospitality brand based out of America having a wide range of hotels and resorts all over the world. The 2020 fiscal year came with a lot of challenges and hardships for the hospitality industry. The following report aims to calculate the horizontal ratios for 2019 and 2020 of Hilton Holdings in order to summarise the financial trends of company. 
A company's financial statements must be consistent and similar to appropriately compare and analyse its financial performance, according to the Generally Accepted Accounting Principles (GAAP).(Zeff,2005)  Keeping to the same accounting practises and principles year after year is referred to as a consistency restriction here. When a company's financial statements and other paperwork must be compared to similar companies in the same industry, this is known as the "comparison constraint." In financial reporting, horizontal analysis is utilised to strengthen and increase these constraints. Because of this, analysts and investors can discover the characteristics that drive a company's long-term financial success. Seasonality and growth patterns, for example, can be predicted by looking at their data. (Miron J, 1986) The approach also makes it possible to analyse and project future relative changes in various product lines.
It is possible to get a clear image of a company's operating results by looking at its financial statements, such as the balance sheet, cash flow statement, and income statement. In the same spirit, key business performance indicators like return on equity, inventory turnover, and profit margin can reveal potential issues and strengths inside a company. (Seike, Seifert, 2010) Revenue growth or lower costs of goods sold may be cited as examples of why earnings per share are rising. For example, management may claim that these factors are responsible. To determine if the company has sufficient liquidity, horizontal analysis might look at the following ratios: coverage ratios, interest coverage ratios, and cash flow-to-debt ratios. It is also possible to examine the growth and profitability of different companies in the same industry using horizontal analysis. (Issakson,seifert,2014)








Financial Trends
Income Statement Trends Calculation
Table 1
HILTON WORLDWIDE HOLDINGS INCOME STATEMENT HORIZONTAL RATIOS

 	2020	2019	Change 	% Change
Fiscal Year Ends	31-12-2021	31-12-2020	 	 
Sales	4307000	9452000	-5145000	-54.43292425
Cost of Goods Sold	3724000	7017000	-3293000	-46.92888699
Gross Profit	583000	2435000	-1852000	-76.05749487
Operating Expenses	702000	859000	-157000	-18.27706636
Operating Income	-119000	1576000	-1695000	-107.5507614
Interest Expense 	429000	414000	15000	3.623188406
Total Other Income/expenses net	-376000	82000	-458000	-558.5365854
Income Before Taxes 	-924000	1244000	-2168000	-174.2765273
Net Income	-715000	881000	-1596000	-181.1577753


As illustrated above, horizontal analysis of the income statement is typically done in a two-year format, with a variance additionally shown that specifies the difference in each line item between the two years. Adding as many years as will fit on the page without presenting a variance is an alternate format that allows you to see broad changes by account over a long period of time. Each year in the report should be broken down into a percentage of total revenue by the percentage of total expenses for that year.

Financial Trends Analysis Income Statement :-

On Analysing the data in Table 1, we can see that Hilton Worldwide holdings has been hard hit by the pandemic and the sales of the company have gone down by a whopping 54 per cent. The cost of goods sold in the hospitality industry includes items like the payroll, office supplies, rents, marketing, insurance etc. It has also reduced by 46 per cent indicating that the payrolls have gone down, and the Hilton cannot afford to pay their employees as much as they were paying in 2019. The gross company profit has also gone down by a huge margin of 76 per cent as it has gone down from around 2 and a half million dollars to just over half a million dollars. This is a huge margin of dip showing that Hilton Holdings have not been faring well in the 2020 fiscal year. The operating income has also reduced by a huge margin of -107 per cent to a negative value. A negative operating cost indicate that Hilton holding is facing the natural consequence of macroeconomic difficulties set in by the Covid-19 pandemic as the Direct and indirect costs exceed the total revenue. The net income during this fiscal year has also reduced by a huge margin of 181 per cent showing the gravity of the problems faced by the hospitality industry in the previous year. The Horizontal Ratios calculated from the income statement all indicate that the pandemic year of 2020 bought great hardships to the hospitality industry and Hilton Worldwide Holdings was one of the many companies that suffered due to this.

Balance Sheet Trends Calculation:-
A two-year horizontal analysis of the balance sheet is also commonly used, with a variance displaying the difference between the two years for each line item, as illustrated below. Add as many years as possible without revealing a variation to the page as an alternative format, so you can view general changes by account over several years. Each year's total assets are shown as a percentage for every line item in the report, which is a less-common approach for financial reporting.(weintrap,Resnick,1987)

HILTON WORLDWIDE HOLDINGS BALANCE SHEET HORIZONTAL RATIOS
 	2020	2019	Change	% Change
Current Asset	4202000	2093000	-2109000	-100.7644529
Non Current Asset	15810000	12558000	-3252000	-25.89584329
Total Asset	16775000	14957000	-1818000	-12.15484389
Current Liabilities	2431000	2871000	440000	15.3256705
Non Current Liabilities	15810000	12558000	-3252000	-25.89584329
Total Liabilities	18241000	15429000	-2812000	-18.22541966
Common Stock	3000	3000	0	0
Retained Earnings	-6732000	-5965000	767000	-12.85834032
Total Stockholders Equity	-1492000	-482000	1010000	-209.5435685
Total Liabilities and Stockholder	16755000	14957000	-1798000	-12.02112723

Table 2

Financial Trends Analysis Balance Sheet :-

Hilton Holdings current asset has decreased by 100 per cent. This indicates a sense of financial distress in the company which has been bought about by the pandemic. The current liabilities have also increased meaning that more purchases have been made by the company. The company has greater total liabilities than total assets indicating that it is in financial trouble and is facing debts. The stockholder’s equity has reduced by 200 per cent further adding to the fact that the company faces a lot of financial trouble as there have been a large number of expenses and losses. There is a huge decline in the companies’ profits and the pandemic has put Hilton Worldwide holdings in a spot of bother. 

Advantages of Using Horizontal Ratio Analysis

When comparing data from a number of reporting periods, a horizontal analysis can be used. It might also be applied to the ratios produced from this data. As a general rule, the numbers in each consecutive year can be stated as a percentage of the baseline year's total, with 100% being the baseline. (Lakada, Lapian, 2017) To determine whether any figures are particularly high or low in

relation to the information for bracketing periods, a horizontal analysis may be utilised, which may then initiate a detailed study into the cause of the difference. Additionally, it can be used to forecast the future amounts of specific line items. It is possible to see an increase in medical insurance rates by performing a horizontal analysis of employee benefits costs over time, whereas a similar analysis of revenue can show when sales peaked and began to fall. (vaca-tapia,2019)
For a thorough picture of the impact of operational results on a company's financial position within a given time period, it is beneficial to perform a horizontal examination across all financial accounts. Even if a company had an amazing second year, the linked balance sheet analysis shows that it is having difficulty funding growth due to a decrease in cash, an increase in accounts payable and a rise of debt. (Silander, Haake , 2019)
When critical ratios or margins like the current ratio, interest coverage ratio, gross margin, and net profit margin are included in the horizontal analysis, the results can be extremely instructive. In particular, keep an eye on any metrics that are included in a company's loan covenants, as these metrics could indicate a potential breach of the covenant. Declining margins and/or liquidity issues can be identified earlier with this style of presentation, allowing for early corrective action.
As a result of applying horizontal analysis, aberrations from long-term patterns can be easily spotted. Comparative data makes it easier to see how the data has changed over time. Horizontal analysis, on the other hand, makes it easier to predict future patterns. It is also possible to compare trends to those of competitors or industry averages, which is a benefit of this type of data display in order to determine how well an organization's performance compares to other businesses. Another advantage is that anomalies in a trend may be easily spotted, but other techniques of analysis may require a lot of experience to understand if the data in a presentation are suggestive of issues. (clavier, haix,2010)



Problems of Using Horizontal Analysis

Horizontal analysis can be overused to produce misleading results. Analysers can inflate or deflate results by changing the number of comparison periods they use. According to one example, profits may appear high in comparison with those of the previous month, but they are in fact rather low when compared to the same month last year's results. This difficulty can be alleviated if comparison periods are used consistently. The comparison periods should also be stated when an analysis is offered on a regular basis spanning numerous reporting periods, so that readers are aware of the difference. For example, changes in the chart of accounts over time could result in revenues shifting between accounts, expenses shifting between accounts, assets shifting between accounts, and liabilities shifting between accounts when comparing accounts from one period to the next. (Lammerant , Dehart,2015)
Another problem with using horizontal analysis is that it cannot be used to compare numbers within an accounting period and can only be used to compare two different accounting periods. For such a comparison vertical analysis needs to be used. It is possible to identify the relationship between items in the same financial statement by expressing all amounts as a percentage of a total amount using the

vertical analysis approach In the same accounting period, this method compares various goods to a single item.( Ferriera,Thisse , 1996)

Conclusion 

According to the financial statements of Hiltons Worldwide in 2019 and 2020, it can be said that the company has faced a lot of problems with the pandemic setting in and needs a major change in sales and financial status for them to make profits. Management should look to reduce operational costs and try to have better marketing in order to get more sales. The stockholder’s equity has to improve in order to motivate more people to invest in the company. The hospitality industry suffered greatly in the previous fiscal year and Hilton holdings was one such company to get affected by the pandemic.
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