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Executive summary
This assignment evaluates Hilton Worldwide Holdings Inc.'s financial situation and investment position between 2021 and 2025. Hilton's revenue climbed significantly to $12.039 billion in 2025, along with higher operating profitability and asset utilization. However, declining liquidity, negative working capital, and rising financial leverage generate serious financial hazards. Therefore, cash-flow performance, liquidity management, and financial restructuring decisions like debt refinancing and maturity management are considered in the study. The investment appraisal procedure also employed Payback Period, ARR, NPV, PI, and IRR. The results show that Project C has the largest total returns and a positive net present value, making it the best investment. All things considered, Hilton's capacity to be financially adaptable and make wise investments will still determine its future success.


[bookmark: _Toc1775375290]1.Introduction:
Financial analysis serves as a basis for evaluating an organization's profitability, liquidity, efficiency, and long-term financial sustainability. This assignment examines Hilton Worldwide Holdings Inc. using financial data from 2021 to 2025. The research evaluates profitability, liquidity, asset efficiency, gearing, investment performance, and cash-flow creation to identify Hilton's primary financial benefits and drawbacks. Hilton's sales increased dramatically during the past few years, but its net profitability has varied. The assignment examines the requirements for working capital management and financial reorganization prior to assessing three potential investment projects. These projects are compared using PBP, ARR, NPV, PI, and IRR, and the final investment recommendation considers a capital cap of £100 million.
[bookmark: _Toc1841369502]2. Financial Health Check:
[bookmark: _Toc1541971581]2.1 Overview of Hilton's Financial Performance:
Between 2021 and 2025, Hilton Worldwide Holdings Inc. showed significant growth and financial recovery. After rising from $5.788 billion in 2021 to $8.773 billion in 2022 and $10.235 billion in 2023, total revenue reached $11.174 billion in 2024 and $12.039 billion in 2025 (Hilton Worldwide Holdings Inc., 2024; Hilton Worldwide Holdings Inc., 2026). Stronger demand and ongoing growth of Hilton's international hospitality activities are indicated by this steady revenue growth. Net income, which rose from $1.151 billion in 2023 to $1.539 billion in 2024 but fell to $1.461 billion in 2025, did not, however, continuously keep up with revenue growth. Consequently, additional ratio analysis is needed to evaluate Hilton's underlying financial performance.
[bookmark: _Toc1722777481]2.2 Profitability analysis:
Although performance varied throughout the course of the five years, Hilton's profitability significantly increased after the disruption brought on by the COVID-19 epidemic. Due to the robust recovery in travel demand and increased hotel operational activity, the operating profit margin rose from roughly 17.45% in 2021 to 23.87% in 2022. After that, the margin declined to 21.74% in 2023 and 21.21% in 2024 before rising to 22.37% in 2025. This suggests that despite shifts in operating expenses and market conditions, Hilton was able to convert revenue into operating profit rather successfully.
The tendency for net profit margin was similar but more erratic. Prior to declining to 11.25% in 2023, it rose from 7.03% in 2021 to 14.33% in 2022. Following that, the gap increased to 13.77% in 2024 before falling to 12.14% in 2025. Hilton's net income increased from $407 million in 2021 to $1.257 billion in 2022, indicating a robust rebound following the epidemic. But before rising to $1.539 billion in 2024 and $1.461 billion in 2025, net income dropped to $1.151 billion in 2023 (Hilton Worldwide Holdings Inc., 2024; Hilton Worldwide Holdings Inc., 2026).
Although the drop in net margin in 2025 calls for more research, Hilton's profitability was generally much stronger following 2021. Despite sustained sales and operating-income growth in 2025, higher interest and income tax expenses put pressure on net income (Hilton Worldwide Holdings Inc., 2026).
	Year
	Revenue ($m)
	Operating income ($m)
	Operating margin
	Net income ($m)
	Net profit margin

	2021
	5,788
	1,010
	17.45%
	407
	7.03%

	2022
	8,773
	2,094
	23.87%
	1,257
	14.33%

	2023
	10,235
	2,225
	21.74%
	1,151
	11.25%

	2024
	11,174
	2,370
	21.21%
	1,539
	13.77%

	2025
	12,039
	2,693
	22.37%
	1,461
	12.14%



[bookmark: _Toc184318849]2.3 Liquidity analysis
Over the course of the last five years, Hilton's liquidity situation has been declining. From roughly 0.95:1 in 2021 to 0.66:1 in 2025, the current ratio decreased, showing that current liabilities were always more than current assets. Between 2022 and 2023, the ratio dropped especially dramatically, from roughly 0.85:1 to 0.70:1. After that, it remained comparatively constant in 2024 and continued to decline in 2025.Similarly, the quick ratio decreased from approximately 0.83:1 in 2021 to 0.58:1 in 2025, suggesting that Hilton's immediately liquid resources covered a progressively smaller proportion of its short-term obligations. Nevertheless, these ratios should not be interpreted in isolation. Hilton generated approximately $2.1 billion in operating cash flow in 2025, demonstrating substantial internal cash-generation capacity despite its relatively weak conventional liquidity position.
Canina and Carvell (2008) highlight the measuring liquidity is a crucial component of financial statement analysis, especially when evaluating creditworthiness and the possibility of short-term solvency in short-term credit assessments. Static ratios might not adequately reflect short-term solvency in hospitality operations, so liquidity ratios should be understood in conjunction with operating cash flow and industry characteristics.

[bookmark: _Toc1030889184]2.4 Efficiency/activity analysis:
Hilton's overall asset turnover increased from 0.36 times to 0.72 times between 2021 and 2025, indicating a significant improvement in efficiency. While average total assets climbed from roughly $16.098 billion to $16.648 billion during the same period, revenue increased from $5.788 billion in 2021 to $12.039 billion in 2025 (Hilton Worldwide Holdings Inc., 2022; Hilton Worldwide Holdings Inc., 2026). This shows that for every dollar invested in Hilton's asset base, the company's revenue increased. After 2021, the improvement was especially noticeable, indicating a rebound in demand for travel and lodging abroad. This efficiency is further supported by Hilton's asset-light management and franchising approach, which allows the firm to grow its hotel network without having to own every property in its system.
Consequently, a major efficiency strength is the tendency of rising asset turnover. However, asset utilization should be assessed alongside profitability since increased revenue generation does not always translate into improved net earnings.



Total Asset Turnover = Revenue ÷ Average Total Assets
	Year
	Revenue ($m)
	Total assets ($m)
	Average total assets ($m)
	Asset turnover (times)

	2021
	5,788
	15,441
	16,098
	0.36

	2022
	8,773
	15,512
	15,477
	0.57

	2023
	10,235
	15,401
	15,457
	0.66

	2024
	11,174
	16,522
	15,962
	0.70

	2025
	12,039
	16,774
	16,648
	0.72



[bookmark: _Toc2146204377]2.5 Gearing and financial risk:
Hilton's gearing situation shows that between 2024 and 2025; its financial leverage will increase. Net debt went from $9.860 billion to $11.489 billion, while long-term debt, including current maturities, increased from $11.151 billion to $12.363 billion. As a result, the net debt-to-Adjusted EBITDA ratio rose from 2.9 to 3.1 times, suggesting a higher dependence on debt in comparison to operating profits (Hilton Worldwide Holdings Inc., 2026). Additionally, the long-term debt-to-net-income ratio rose from 7.2 to 8.5 times, indicating that debt grew in importance in relation to reported earnings. Because more leverage can decrease financial flexibility and increase exposure to interest payments, this constitutes an elevated financial risk. Research indicates that the hospitality sector has comparatively high levels of borrowing and financial risk, making this issue especially pertinent (Lee and Jang, 2015).
Cash flow, which demonstrates how well a company is doing financially and how well it can pay its debts, is an essential part of business financing. By examining cash flow accounts, stakeholders can understand how cash flows are generated and used over a certain time period.


	Measure
	2024
	2025
	Change

	Long-term debt, including current maturities
	$11.151bn
	$12.363bn
	Increased

	Net debt
	$9.860bn
	$11.489bn
	Increased

	Net debt / Adjusted EBITDA
	2.9×
	3.1×
	Increased

	Long-term debt / Net income
	7.2×
	8.5×
	Increased



Source: Compiled by the author based on Hilton Worldwide Holdings Inc. (2026).
[bookmark: _Toc963203395]2.6 Investment/market performance:
Earnings per share (EPS), which shows the earnings attributable to each common share, can be used to evaluate Hilton's investment success. Hilton's diluted earnings per share rose significantly from $1.70 in 2021 to $4.67 in 2022, then to $4.65 in 2023 and $6.61 in 2024. Diluted EPS decreased marginally to $6.43 in 2025; however, it was still significantly higher than in 2021 (Hilton Worldwide Holdings Inc., 2026). This overall improvement suggests that, in the wake of global travel demand recovery, stockholders will generate better earnings. Additionally, Hilton has returned cash to shareholders through share repurchases and dividends; according to its 2025 results, the total amount of capital returned to shareholders, including dividends and repurchases, was almost $3.3 billion.
Ferson (2010) explains that There are now established and growing volumes of research on hedge funds, bond funds, pension funds, and a variety of other investment vehicles; the early study on investment performance focused on stock funds.  



[bookmark: _Toc2089550624]2.7 Cash-flow analysis:
A crucial component of business finances is cash flow, which shows how well the business is doing financially and how well it can pay its debts. Stakeholders can comprehend how cash flows are produced and consumed over a specific time period by looking at cash flow statements (Renaldo et al., 2024). Although significant cash losses from financing activities continue to have an impact on Hilton's total liquidity, the company's cash-flow position shows a strong capacity to generate cash. From $2.013 billion in 2024 to $2.129 billion in 2025, net cash generated from operational activities grew by around 5.8%. This suggests that despite the rise in financial responsibilities, Hilton was still able to make a significant amount of money from its main business. On the other hand, cash used for investing operations decreased from $446 million in 2024 to $190 million in 2025, indicating a decrease in net investment outflows over the course of the year. Nevertheless, $2.348 billion was spent on finance activities in 2025, mostly due to capital returns and payments associated with borrowing (Hilton Worldwide Holdings Inc., 2026).
[bookmark: _Toc1277138486]2.8 Industry liquidity benchmarking:
To give more insight, Hilton's liquidity situation might be contrasted with that of significant international hotel chains. In 2025, Hilton reported a current ratio of roughly 0.66:1, meaning that current liabilities were higher than current assets. When compared to traditional liquidity expectations, this seems really modest. However, a comparison with industry peers reveals that large, asset-light hotel corporations frequently have low current ratios. For instance, IHG reported current assets of $2.049 billion versus current liabilities of $2.100 billion, or roughly 0.98:1, compared to Marriott's 2025 current ratio of roughly 0.50:1 (Marriott International, 2026; IHG, 2026). Hilton's liquidity is therefore better than Marriott's but worse than IHG's, indicating potential for increased short-term financial resilience.

[bookmark: _Toc1863690679]2.9 Overall Financial Health: Strengths and Threats
[bookmark: _Toc1864537592]Hilton's consistent revenue growth, increased profitability, effective asset use, and significant operational cash creation all show the company's sound financial standing. However, there may be both immediate and long-term hazards due to decreasing liquidity ratios and increasing financial leverage. Therefore, in order to maintain financial flexibility and resilience, Hilton needs control debt while maintaining effective cash-flow management.
3. Working Capital Management Analysis:
[bookmark: _Toc152765295]3.1 Working capital position:
According to Nwankwo and Osho (2010), this approach suggests that the company's working capital situation will be in optimal balance and that it generates moderate expected profitability, which leads to moderate risk. Hilton's working capital position demonstrates continuous short-term liquidity pressure because its current liabilities exceed its current assets. In 2025, Hilton reported current assets of $2.996 billion and current liabilities of around $4.508 billion, indicating a $1.512 billion shortfall in working capital (Hilton Worldwide Holdings Inc., 2026).
Although negative working capital could seem concerning, Hilton's operating cash creation and business plan should be taken into account. The company's management and franchising operations produce regular fee-based income that reduce its reliance on maintaining large inventory or other traditional working-capital assets. Nonetheless, effective cash-flow forecasting and short-term financial management are still essential to Hilton's capacity to make timely debt payments given the discrepancy between present assets and obligations.
[bookmark: _Toc1144091684]3.2 Cash operating cycle:
Hilton's cash operating cycle should be seen differently than that of a manufacturing company because it mostly works thru hotel management and franchising agreements and does not hold significant inventories. Hilton had $918 million in cash and cash equivalents and $1.690 billion in accounts receivable, according to its 2025 financial statements. Because accounts receivable fluctuated throughout the year, the corporation consumed $99 million in operating cash flow.
[bookmark: _Toc480111447]According to Jalal and Khaksari (2020), a cash cycle is defined as the inventory cycle plus the receivable and payable cycles. To calculate the inventory cycle, divide the average inventory by the cost of goods sold. The receivable cycle is calculated as the average accounts receivable divided by sales. The payable cycle is calculated by dividing the average payable by the cost of products supplied. The Operating Cycle is the sum number of the Receivable Cycle and Inventory Cycle. Hilton should give timely receivables collection, accurate cash-flow forecasting, and effective supplier payment management top priority in order to maintain liquidity and financial flexibility.
3.3 Working capital problems:
Nwankwo and Osho (2010) argue that the determining the ideal level of investment in each component of current assets, such as inventory, receivables, cash, and other short-term investments, is a difficulty in working capital management. The disparity between Hilton's current assets and short-term obligations presents a number of working-capital issues. With current assets of $2.996 billion and current liabilities of roughly $4.508 billion in 2025, working capital was negative by about $1.512 billion (Hilton Worldwide Holdings Inc., 2026).
Because the corporation has fewer current assets available to satisfy immediate liabilities, this scenario makes efficient cash management even more crucial. Another issue is accounts receivable, which accounted for a sizeable amount of Hilton's current assets and reached $1.690 billion in 2025. Throughout the year, changes in receivables also consumed $99 million in operational cash. Nonetheless, Hilton's operating activities produced $2.129 billion, which is a significant source of liquidity. Maintaining adequate cash while managing receivables and short-term obligations is therefore the fundamental difficulty.

[bookmark: _Toc1363810736]3.4 Strategies to improve liquidity:
During times of restricted cash flow, this tactic can improve liquidity by offering rapid access to funds without incurring new debt (Barnabas and Oloyede, 2024). By enhancing cash-flow management, speeding up receivables collection, and preserving adequate access to outside funding, Hilton may increase its liquidity. Hilton had $1.690 billion in accounts receivable in 2025 compared to $918 million in cash and cash equivalents, suggesting that efficient receivables management could boost short-term financial availability (Hilton Worldwide Holdings Inc., 2026). 
[bookmark: _Toc1481819438]Therefore, the organization should monitor collection periods, tighten credit-control measures, and use accurate short-term cash-flow forecasts to identify possible funding deficits. Additionally, Hilton may preserve liquidity by prioritizing essential capital expenditures and closely regulating discretionary cash disbursements as short-term financial restrictions increase. Additionally, maintaining unused borrowing capacity provides an essential liquidity buffer. Hilton reported that its revolving credit facility has no outstanding debt and $1.894 billion in available capacity at the end of 2025.
3.5 Short-term versus long-term financing:
Hilton should have a balanced finance strategy that mixes longer-term debt with short-term liquidity capabilities. Revolving credit and other short-term financing options might offer flexibility for unforeseen cash-flow constraints and working capital needs. 
Refinancing and interest-rate concerns, however, may rise if short-term borrowing is used excessively. Because long-term financing offers more repayment certainty, it is better suited for funding significant investments and refinancing current debt. According to Hilton's 2025 annual report, the company's revolving credit facility had $1.894 billion of available capacity, while its total debt was roughly $12.5 billion. Hilton should thus prioritize long-term finance for significant and strategic capital needs while using existing short-term resources sparingly.
[bookmark: _Toc162272580]4. Strategic Financial Restructuring Plan:
[bookmark: _Toc632987206]4.1 Need for financial restructuring:
Koh et al. (2015) examine financial restructuring is the process of recapitalising debt, whereas portfolio restructuring is the process of refocusing on the company's primary operations thru horizontal integration and disposal. Hilton should take it into consideration in order to improve its financial flexibility and control the risks related to its significant debt obligations. Hilton's total debt at the end of 2025 was around $12.5 billion, and after 2026, anticipated debt maturities and interest payments were projected to come to almost $14.9 billion.
Hilton claimed to have adequate liquidity and access to debt markets, but its rising indebtedness and comparatively low current ratio highlight how crucial it is to keep a sustainable finance structure. Therefore, rather than implementing a significant balance-sheet restructuring, restructuring could concentrate on refinancing specific debt, extending maturities, and controlling interest expenses.
[bookmark: _Toc856164806]4.2 Financial restructuring options:
Hilton can strengthen its capital structure and maintain operational flexibility by taking into account a number of financial restructuring options. One possible strategy is debt refinancing, which enables the business to swap out current loans for ones with longer maturities or more advantageous interest rates. 
Hilton has already stated that it has access to debt markets and may, if necessary, extend the maturities of current loans. Thus, in sales performance equations, asset tangibility is a natural tool for debt financing (Campello, 2006).
According to Abínzano et al. (2009) loan maturity restructuring is a second method that involves extending some loan obligations in order to lower repayment concentrations in specific years. According to scholarly study, changing the age of debt can be a crucial part of corporate restructuring since it might lessen the immediate need to pay off debt. In order to raise money for debt reduction, 
A targeted refinancing and maturity-extension strategy, backed by rigorous cash allocation, would be the best course of action given Hilton's significant debt position. By the end of 2025, Hilton reported about $12.5 billion in debt and $1.894 billion in revolving-credit capacity, giving it flexibility to manage its finance needs (Hilton Worldwide Holdings Inc., 2026).
[bookmark: _Toc1126929313]4.3 Impact on shareholder value:
By cutting financing costs, decreasing the risk of refinancing, and increasing the predictability of future cash flows, financial restructuring may have an impact on Hilton's shareholder value. Short-term shareholder returns could be weakened though, if dividends or share repurchases are cut in order to save money. Hilton demonstrated the significance of striking a balance between financial flexibility and shareholder distributions in 2025 by returning over $3.3 billion to shareholders through dividends and share repurchases. 
[bookmark: _Toc2129797813]4.4 Impact on Debt Structure and Financial Flexibility:
By extending maturities, lowering the concentration of refinancing, and coordinating repayments with anticipated operating cash flows, financial restructuring could enhance Hilton's debt structure. By doing this, borrowing capacity for upcoming investments and unforeseen financial strains would be preserved. By the end of 2025, Hilton had about $12.5 billion in total debt and $1.894 billion in revolving credit capacity (Hilton Worldwide Holdings Inc., 2026).
[bookmark: _Toc606994982]4.5 International and ethical considerations:
Due of its global operations, Hilton is subject to currency volatility, geopolitical unpredictability, disparate regulatory needs, and market-specific economic situations. Because Hilton recognises the dangers involved in conducting business outside of the United States, its ongoing worldwide expansion necessitates rigorous financial planning and risk management (Hilton Worldwide Holdings Inc., 2026). Therefore, in order to promote sustainable long-term value creation, restructuring decisions should strike a balance between shareholder profits, employe welfare, supplier standards, human rights, and environmental obligations.
[bookmark: _Toc954970077]4.6 Recommended restructuring strategy:
Instead of undergoing significant financial restructuring, Hilton could implement a targeted debt-refinancing and maturity-management approach. This strategy would preserve operational flexibility while enabling the business to spread payback deadlines, refinance certain commitments, and control interest expenses. At the end of 2025, Hilton had about $12.5 billion in debt and $1.894 billion in available revolving-credit capacity, suggesting that it has the financial flexibility to handle its commitments. 
[bookmark: _Toc62443747]5.Investment Appraisal and Capital Budgeting:
[bookmark: _Toc391060914]5.1 Investment appraisal overview:
Organisations can assess if suggested projects are both financially feasible and able to generate long-term value through investment analysis. Hilton can assess competing investments using methods like Payback Period, ARR, NPV, Profitability Index, and IRR. A more thorough foundation for investing decisions is provided by using many approaches (Paseda, 2020).
[bookmark: _Toc1440767385]5.2 Project information and assumptions:
Three different projects are assessed in the investment appraisal, each of which needs a £50 million initial investment. Project B contributes £11 million yearly, while Project A produces irregular income flows of £10 million, £12 million, £14 million, £10 million, and £8 million. Project C brings in £5, £10, £20, £25, and £5 million. Five years of straight-line depreciation to zero are applied, with a discount rate of 8%. When evaluating project profitability, returns, and value creation using PBP, ARR, NPV, PI, and IRR, these presumptions offer a consistent foundation.
[bookmark: _Toc1764398580]5.3 Payback Period (PBP):
A payback period (PBP) is the time frame in which a project's benefits match its invested capital. An investor is typically exposed to greater risk when a project has a lengthier PBP (Ngo and Do, 2022)
Each of Hilton's suggested projects needs a £50 million upfront investment. With a PBP of 4.5 years, Project A recovers £46 million by the end of Year 4 and needs an additional £4 million from the £8 million inflow from Year 5. With an annual revenue of £11 million, Project B has a payback period of roughly 4.55 years. Project C generates a PBP of 3.6 years after recovering £35 million by Year 3 and needing £15 million from the £25 million inflow in Year 4. 
As a result, Project C would be favoured if quick capital recovery is the main requirement because it has the shortest payback period. However, as PBP does not fully represent the economic worth of an investment, NPV, ARR, PI, and IRR should also be taken into account in the final choice.
	Project
	Cumulative cash flow before recovery
	Unrecovered amount
	Fraction of final year
	PBP

	A
	£46m after Year 4
	£4m
	£4m/£8m = 0.50
	4.50 years

	B
	£44m after Year 4
	£6m
	£6m/£11m = 0.55
	4.55 years

	C
	£35m after Year 3
	£15m
	£15m/£25m = 0.60
	3.60 years



Payback Period Calculation, Source: Calculated by the author using the project cash flows provided in the assessment brief.
[bookmark: _Toc1983508440]5.4 Accounting Rate of Return (ARR):
The average yearly accounting profit produced by an investment in relation to the capital invested is measured by the Accounting Rate of Return (ARR). ARR is based on accounting profit after depreciation rather than cash inflows, in contrast to the Payback Period. Even tho the approach ignores the time value of money, a greater ARR typically denotes a more appealing project.
The initial investment for the three Hilton projects is £50 million, and the straight-line depreciation over the next five years is £10 million annually. Using the initial investment as the denominator, the resulting ARR for Projects A, B, and C is 1.6%, 2.0%, and 6.0%, respectively. As a result, Project C would be favoured using ARR since it offers the highest accounting return. However, because it overlooks cash-flow patterns and return timing, ARR shouldn't be taken into consideration on its own. As a result, the ultimate investment decision should have more support from NPV and IRR.
Formula: ARR = Average annual accounting profit ÷ Initial investment × 100
	Project
	Average annual cash flow (£m)
	Annual depreciation (£m)
	Average annual accounting profit (£m)
	ARR

	A
	10.8
	10.0
	0.8
	1.6%

	B
	11.0
	10.0
	1.0
	2.0%

	C
	13.0
	10.0
	3.0
	6.0%



ARR Calculation, Source: Calculated by the author using the project cash flows provided in the assessment brief.


[bookmark: _Toc400270661]5.5 Net Present Value (NPV):
The net present value, or NPV, is calculated by adding together all of the future cash flows. Both inflows and outflows are discounted at a specific rate when calculating cash flows. It is computed by deducting investment expenditures or cash outflows from cash inflows (Shou, 2022).
A £50 million initial investment and an 8% discount rate are used for Hilton's three proposed projects. For Project A, Project B, and Project C, the estimated net present values are -£6.55 million, -£6.08 million, and +£0.86 million, respectively. As a result, Project C would be more financially advantageous based on the NPV criterion since it is the only proposal generating a positive NPV.
Formula:  [image: ]
	Project
	Present value of future cash flows (£m)
	Initial investment (£m)
	NPV (£m)
	Decision

	A
	43.46
	50.00
	−6.55
	Reject

	B
	43.92
	50.00
	−6.08
	Reject

	C
	50.86
	50.00
	+0.86
	Accept



NPV Calculation, Source: Calculated by the author using the project cash flows and 8% discount rate provided in the assessment brief.
The findings show why NPV offers a more solid foundation for choosing investments than PBP or ARR by themselves. When future cash flows are discounted, Projects A and B recover their capital quite slowly and are unable to cover the needed 8% return. Despite having inconsistent yearly cash flows, Project C adds financial value by generating a slight positive net present value. However, Project C is still susceptible to shifts in the discount rate or cash-flow projections because of its comparatively modest positive net present value. Therefore, before making the ultimate investment decision, Hilton should take into account the NPV result in addition to PI, IRR, risk, and capital restrictions. NPV is a key method for comparing project value, according to capital budgeting studies.
[bookmark: _Toc167652901]5.6 Profitability Index (PI):
The ratio of discounted benefits to discounted costs is known as the profitability index, or PI. It is an assessment of an investment's profitability that may be contrasted with the profitability of other comparable investments that are being considered Gurau (2012).
	Project
	PV of cash inflows (£m)
	Initial investment (£m)
	PI
	Decision

	A
	43.45
	50.00
	0.87
	Reject

	B
	43.92
	50.00
	0.88
	Reject

	C
	50.86
	50.00
	1.02
	Accept



With the highest PI of 1.02, Project C generates about £1.02 in present value for every £1 invested. Projects A and B do not meet the acceptance requirement since their PI values are less than 1. Project C is therefore the recommended investment, even though its comparatively tiny margin above 1 indicates little value creation. Therefore, before making a final decision, PI should be taken into account in addition to NPV and IRR.
[bookmark: _Toc1581920108]5.7 Internal Rate of Return (IRR):
The discount rate at which a project's net present value (NPV) drops to zero is known as the Internal Rate of Return (IRR). It can be compared to the necessary rate of return and offers a percentage-based indicator of the return produced by an investment. When a project's internal rate of return (IRR) surpasses the needed return, it is typically deemed financially acceptable (Laws, 2020).



The IRRs for Projects A, B, and C are 2.72%, 3.26%, and 8.59%, respectively, based on the £50 million original investment and the cash flows mentioned in the evaluation.
	Project
	IRR
	Required return
	Decision

	A
	2.72%
	8%
	Reject

	B
	3.26%
	8%
	Reject

	C
	8.59%
	8%
	Accept



Source: Calculated by the author using the project cash flows provided in the assessment brief.
Project C's selection is supported by the fact that it is the only proposal that exceeds the required return of 8%. Projects A and B do not meet the IRR acceptance criterion since they are below the threshold. However, since anomalous cash-flow patterns can yield deceptive findings and NPV offers a more robust absolute measure of value creation, IRR shouldn't be taken into consideration on its own. Therefore, before making a final investment choice, Hilton should consider IRR in addition to NPV, PI, and other project risks.
[bookmark: _Toc517201916]5.8 Overall project recommendation:
Project C is Hilton's best alternative, according to the results of the investment appraisal. It had the highest ARR of 6.0%, the shortest payback period of 3.6 years, a positive NPV of about £0.86 million, a PI of 1.02, and an IRR of almost 8.59%. Projects A and B, on the other hand, generated negative NPVs and IRRs that fell short of the necessary 8% return. Since Project C is the only proposal that satisfies the primary value-creation requirements, it ought to be chosen. 
[bookmark: _Toc1004561290]5.9 non-financial risks:
Hilton should take non-financial risks into account before implementing Project C, even if it yields the best financial outcomes. Customer preference shifts, operational disruptions, technological difficulties, legal restrictions, and environmental demands are a few of these. Investments in the hospitality industry are especially vulnerable to shifts in external operating conditions and demand. To attain the anticipated benefits, Project C might also need efficient administration of workers, suppliers, and service quality. Thus, before making the investment, Hilton should perform a suitable risk assessment and sensitivity analysis.
[bookmark: _Toc987631364]5.10 Capital rationing: £100 million investment limit:
Hilton must choose projects when investment dollars are scarce due to capital rationing. Hilton can finance up to two projects, each costing £50 million, with a maximum budget of £100 million. Projects A and B have negative net present values (NPVs), but only Project C has a positive NPV. Therefore, even though the budget would allow for two projects, choosing Project C alone would be more cost-effective because allocating more money to Projects A or B would lower the overall value. Investment choices should be made with the goal of maximizing overall net present value (NPV) while staying within the allocated budget when capital is limited.
Rather than investing in a project with a negative net present value, Hilton should invest £50 million in Project C and keep the remaining £50 million.
[bookmark: _Toc1342079602]6. Critical Reflection on AI Usage:
[bookmark: _Toc706754417]6.1 AI Tool Disclosure:
During the preparation of this assignment, artificial intelligence was utilised as a supporting tool for idea generation, investigation, and review. It helped identify pertinent financial ideas, recommended suitable analytical methods, and clarified how financial ratios and investment assessment methodologies should be interpreted. Additionally, it was utilised to pinpoint areas that needed additional confirmation in comparison to scholarly literature and yearly reports from Hilton Worldwide Holdings Inc. Before being included in the study, financial data, computations, and scholarly references were verified against relevant sources; the outputs were not regarded as automatically accurate.
Therefore, rather than taking the role of autonomous judgement, artificial intelligence was meant to enhance the process of learning and study. This method acknowledges the value of openness when using AI in academic work and reflects recommendations that students should explicitly state how these tools aided in their evaluation.
[bookmark: _Toc1502513052]6.2 Critical Evaluation of AI Output:
Artificial intelligence was a helpful tool, but its results needed to be carefully considered. Its capacity to arrange financial data and offer potential interpretations of profitability, liquidity, gearing, and investment assessment outcomes was one of its main advantages. This made it easier to find connections between various financial indices. Nevertheless, without verification, the outputs were not taken to be trustworthy. Because AI-generated data may contain errors, improper references, or unsubstantiated conclusions, financial statistics, ratio calculations, and references had to be verified against Hilton's annual reports and reliable academic sources. 
As a result, AI was not regarded as an authoritative source but rather as a supportive resource. In order to ascertain whether proposed interpretations were pertinent to Hilton's financial situation, the final study required independent judgement. My understanding of the need to balance AI efficiency with source verification, critical thinking, and academic accountability has increased because of this exercise.
[bookmark: _Toc361202890]6.3 My Contribution to the Assignment:
To complete the assignment, I conducted research on Hilton Worldwide Holdings Inc., looked over its financial accounts, and used financial management strategies to analyze the data. I was in charge of choosing pertinent financial information, comparing numbers to corporate reports, and comprehending the significance of the computed ratios. Instead of depending only on numerical statistics, I also assessed Hilton's profitability, liquidity, efficiency, gearing, cash flows, and investment potential. To identify the best project, the investment appraisal portion requires independent computation and comparison of Payback Period, ARR, NPV, PI, and IRR.
AI support helped me generate concepts and pinpoint areas that needed more research, but I was still in charge of verifying the facts and determining which arguments were valid. Because I had to challenge proposed interpretations and contrast them with data from reliable sources, this process improved my comprehension of financial analysis. 
[bookmark: _Toc1728015756]6.4 Ethical and Professional Reflection:
There are significant ethical and professional issues with artificial intelligence in academic work. Academic integrity is a serious issue, especially when AI-generated content is presented as an individual's original work. Universities stress that while appropriate use of AI relies on the particular assessment of needs, improper use may constitute academic misconduct.
In this work, I realised that trustworthy annual reports and scholarly literature, not unconfirmed AI responses, should be the foundation for financial judgements. From a professional standpoint, appropriate AI use necessitates accountability, critical thinking, secrecy, and restriction awareness. As a result, I see AI as an additional analytical tool rather than a substitute for expert knowledge. 
[bookmark: _Toc1580155476]Conclusion:
Overall, Hilton's consistent revenue growth, increased profitability, better asset utilisation, and significant operating cash creation show the company's robust financial position. Declining liquidity and rising debt levels, however, point to regions that need cautious money management. Hilton's net debt rose to $11.489 billion in 2025, indicating possible pressure on financial flexibility, while its current ratio hit roughly 0.66:1. With a 3.6-year payback period, 6% ARR, positive NPV of £0.86 million, PI of 1.02, and IRR of 8.59%, Project C is the recommended choice according to the investment analysis. In order to ensure sustainable long-term financial performance, Hilton should choose Project C, hold onto unused resources, and keep improving liquidity and debt management.
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