 Hotel Hilton 
Introduction
Hilton Worldwide Holdings Inc. (HWHI) is a well-known hospitality organization that operates its business operations around the globe. The company operates a chain of focused-service hotels, extended-stay suites, and full-service luxury resorts and hotels. The company owns several brands including Hilton Grand Vacations, Home2 Suites, Homewood Suites by Hilton, Hampton, Hilton Garden Inn., Tru by Hilton, Embassy Suites, DoubleTree by Hilton, Hilton Hotels & Resorts, Conrad Hotels & Resorts, Curio-A Collection by Hilton, Canopy by Hilton, and Waldorf Astoria Hotels & Resorts. The total number of employees working on different projects by the company is 142000 (ShieldSquare Captcha, 2022). The purpose of this report is to address the Chief Executive Officer regarding the organizational Horizontal ratios involving gearing, liquidity, and profitability ratio for the fiscal years 2020 & 2019.
Horizontal ratios are crucial for analyzing the financial condition of an organization. These ratios are critical for making important decisions regarding the strategic objectives and goals of the company. The ratio analysis allows for comparing the financial performance of the company for one year to another. Similarly, these ratios are also used to compare the organizational performance with some other organizations for the same period (Picozzi, 2005). This comparison assists in evaluating the performance and gives an overview of the overall position of the organization in the respective sector. The horizontal ratios are widely used for estimating the financial position by both small and large scale organizations like Walmart, Google etc. 
The organizational goals and mission can be achieved through effective monetary supervision and forecasting. Horizontal ratios provide an opportunity for the senior management, particularly the Chief Executive, to identify the weaknesses and strengths that assist in developing appropriate policies and decisions regarding the sustainable growth of the business. However, these ratios do not explain the reasons why certain things are weaknesses or strengths of the organization. The senior management utilizes these ratios to know the organizational financial position and then identify and make certain arrangements to convert weaknesses to strengths. These ratios are also a helpful tool for the investors as these ratios gives an estimate of the growth and development of an organization, thus the investors used these ratios to compare different organizations and make decisions regarding their investment (Tailab, 2020).
The financial analysis for the fiscal years 2020 & 2019 of the Hilton Worldwide Holdings Inc. is given below as follows:
Financial Analysis
The profitability ratios of the HWHI are given below in table 1 as follows:
	Profitability Ratio

	Ratios
	Formula
	2020
	2019

	Net Profit
	(Net profit/Sales)x100
	1.97 %
	12.89 %

	Gross Profit
	(Gross profit/Sales)x100
	13.54 %
	25.76 %

	ROCE
	(Net profit + Interest / Capital Employed) x 100
	3.59 %
	13.5 %


Table 1: Profitability Ratios
Profitability ratios indicate the capacity of an organization to generate profits from investment. It reveals the potential of an organization to convert the revenues to profit, owner’s equity, operating expenses, and assets (Chaudhuri, 2008). Higher the profitability ratios, the better are the financial position and performance of the company. The profitability ratios for the HWHI show a decreasing trend from 2019 to 2020. The gross profit of the company show a decrease of around 13 %. Similarly, the net profit is also reduced by around 11 %. It indicates that the performance of the HWHI is badly affected in 2020. Graph 1 shows the corresponding comparison of gross and net profit in 2020 and 2019.

Graph 1: Gross Profit vs. Net Profit
Graph 1 depicts that both the gross profit and net profit is reduced significantly in fiscal year 2020 because the sales are decreased. Moreover, the operating expenses in 2020 are higher than the gross profit. Consequently, the profitability ratios are decreased.

Graph 2: Return on Capital Employed
Graph 2 shows the return on capital employed for the fiscal year 2019 and 2020. The graph shows a downward trend moving from 2019 to 2020. The ROCE is reduced by almost 10 % in one year. It reveals that the organizational value that it gains from its liabilities and assets. The decrease in this value demonstrates that the financial position of the company is very low and the cash flows are reduced.
	Liquidity Ratio

	Ratio
	Formula
	2020
	2019

	Quick Ratio/Acid Test
	Current Asset-Stock/Current Liability
	1.7273
	0.728

	Current Ratio
	Current Asset/Current Liability
	1.7285
	0.729


Table 2: Liquidity Ratio
Liquidity ratio explains the ability of an organization to pay off the current liability by converting the current asset into cash. It also explains the ability to pay off the short-term debt. It is an adequate tool to analyze the current status of an organization regarding its liquid assets (Schmitz, 2013). It also illustrates how effective is an organization to use its assets. The value above the 1 and 2 for quick and current ratio respectively is considered as standard for the organization. 

Graph 3: Liquidity Ratio
Graph 3 illustrates that the current ratio is below 02 in both the fiscal years 2019 and 2020. The quick ratio is above 01 in 2020 and is less than 01 in 2019. The current ratio is increased in 2020 because of the reduction in trade creditors by around $77000. Moreover, the increase in liquid asset against current liability due to bank overdraft increases the quick ratio in 2020.
	Gearing/Solvency Ratio

	Ratio
	Formula
	2020
	2019

	Gearing
	(Loan capital / Total capital employed) x 100
	3 %
	3.4 %

	Interest Cover
	(Net profit + Cash in hand) / Loan interest
	163 times
	579 times


Table 3: Solvency Ratios
Solvency ratio is critical for measuring owner’s equity to organizational debt. It illustrates the capacity to meet the debt in long-term. It also measures the risk of repayment of the debt (Condemi and De Polis, 2004). There is a direct relationship between debt to owner’s equity and gearing ratios. It means that the decrease in gearing ratio reduces the debt to owner’s equity. The gearing ratio has been decreased by 0.4 % in 2020 and is a positive indicator. This is because the capital employed is increased in 2020 by $2.2 million.

Graph 4: Interest Cover Ratio
The interest cover ratio is decreased from 2019 to 2020 but it is still very strong i.e. 163. The balance sheet of the HWHI does not give particular details about it. The interest cover ratio is very strong in 2019 as well as in 2020.
	Ratio
	Formula
	2020
	2019

	Stock Turnover
	(Inventory / Cost of Sales) x 365
	146 days
	25 days

	Debt Ratio
	(Total current liability + Bank loan) / (Total current assets + fixed asset)
	0.14
	0.22

	Creditor Days
	Creditors x 365 / Purchase
	22 days
	16 days

	Debtor Days
	Debtors x 365 /sales
	65 days
	49 days

	Total Assets Turnover
	Sales/Total assets less current liability
	0.301
	0.782

	Working Capital Turnover
	Sales/Net current asset
	1.02
	4.52


Table 4: Ratio Analysis
The stock turnover indicates how quickly a company turnover its inventory. The creditor’s days indicates how quickly the company pays its creditors. Similarly, the debtor days indicate how quickly the organization receives payment from the clients. Total assets turnover is a measure of the effectiveness of an organization to generate sales revenues from the business assets. The working capital turnover indicates the effectiveness of an organization to increase sales volume by using working capital (Bowlin, Martin and Scott, 1990). Higher the working capital turnover reveals high sales and profit.

Graph 5: Turnover Ratios
The working capital ratio of the company has been reduced significantly from 4.52 to 1.02. It indicates that the company is showing a bad performance in terms of converting the working capital into sales. The sales are badly affected by the COVID-19 pandemic, thus reducing the creditor’s days and reducing the debtor’s days. The assets turnover is also reduced in 2020 as compared to 2019 that indicates a reduction in current assets. It is because the company lowers its liabilities, thus decreasing the current assets. The company has the opportunity to turn over the stock, thus increasing the profits.
	Ratio
	Formula
	2020
	2019

	Working Capital Cycle
	Payable - (holding period + receivables)
	81 days
	177 days

	Average Inventory Holding Period
	((Opening Inventory +Closing Stock)/2) / Cost of sales x 365
	403 days
	168 days

	Average Settlement Period for Trade Payables
	(Trade Creditors / Credit Purchase) x 365
	549 days
	394 days

	Average Settlement Period for Trade Receivables
	(Trade debtors / Credit Sales Revenues) x  365
	65 days
	49 days


Table 5: Working Capital
The working capital cycle illustrates the time required for paying suppliers and receiving payments (Bowlin, Martin and Scott, 1990).

Graph 6: Working Capital Cycle
Graph 6 indicates that the HWHI has maintained its working capital cycle. The average settlement period for trade payables is increased in 2020 as compared to 2019. The company receives payment from customers earlier. The company has intentionally increased the trade payable in 2020 because of the pandemic. It allows the company to maintain a good balance to ensure a good amount of revenue.
Importance of Ratio Analysis
Ratio analysis is a critical business tool that is widely used for analyzing and interpreting the financial position of an organization in comparison with other organizations. Ratio analysis has several benefits that enhance its worth in financial analysis. Ratio analysis assists in making qualitative decisions by showing quantitative association among different financial parameters. Managers used these ratios to make important strategic decisions regarding the future growth of the business. It also assists the business leaders to identify the weaknesses and strengths that are crucial to taking initiatives for improving business processes (Robinson, 2009). Similarly, ratio analysis is also important for the investors, creditors, and stakeholders to assess the creditworthiness of a particular organization.
Ratio analysis is made using the balance sheet and profit and loss statement of an organization. The cash flow chart of the organization also provides important information regarding the ratio analysis. The financial variables are easily compared through the ratio analysis thus assisting the business leaders to compute the degree of change within the association between one financial variable to another. Ratio analysis is a business tool to analyze the portfolio of the organizations that are performing well and those that need improvement, thus aiding the business leaders to develop appropriate strategies to uplift the organizational business (Fedorková, 2018).
Limitations of Ratio Analysis
There are certain limitations of ratio analysis that must be considered by the managers, investors, stakeholders, and business leaders. An important limitation of ratio analysis is that it may mislead the business performance when operational changes are being made to enhance business growth (Gunasekaran, 2007). For instance, it is difficult to estimate the profitability ratio of HWHI accommodation and F&B together as it would not yield actual profit. Similarly, estimating the financial ratios for different businesses of an organization like HWHI is not suitable because financial accounting data is subjective to the hypotheses and views. 
Ratio analysis might not be helpful because it does not consider the external environmental factors like the COVID-19 pandemic, recession etc. For instance, lockdowns were imposed worldwide in 2020 and the people were not allowed to stay at hotels and eat at restaurants in different parts of the world. In this scenario, the sales were decreased automatically. Consequently, the profits of the HWHI were reduced. Moreover, the ratio analysis does not consider inflation. The inflation rate has increased, after the pandemic, worldwide and that is a huge reason for the reduced performance of HWHI in 2020 but this factor is not considered in the above ratio analysis for the HWHI.
Conclusion
The financial analysis of the HWHI reveals that the company's performance is reduced significantly in 2020 as compared to 2019. The net profit and gross profit are decreased significantly in 2020. The external factors including the COVID-19 pandemic, lockdowns, and inflation are important external factors that have impacted the organizational performance abruptly in 2020. The company still holds a good interest cover and gearing ratio. The company has a huge potential to convert the working capital to profit through increasing sales. The company can pay off short-term liability easily as it has enough liquid assets. The company is required to lower its operating expenses to maximize profits.
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