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Financial Management refers to directing, controlling, planning and organising the financial activities of the enterprise (Shim, 2022). Hilton Worldwide Hotels Inc is a hospitality company primarily headquartered in Virginia, United States (Hilton, 2022). The given study will primarily aim to provide a conclusion regarding the importance of financial ratios based on the horizontal analysis of Hilton Holdings PLC. The objectives of the study will outline the horizontal analysis of Hilton Hotels' financial statements and provide a conclusion based on the trends. The final part of the study will outline the importance of financial ratios in decision making along with the limitations of ratio analysis in hotel management.
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	Particulars
	Amount £ (2020)
	Amount £ (2019)
	Change (£) (base year 2019)
	Change (£) (base year 2020)
	Change (%) (base year 2019)
	Change (%) (base year 2020)

	Sales
	4307000
	9452000
	-5145000
	5145000
	-54.4329242
	119.456698

	Cost of Goods Sold
	3724000
	7017000
	-3293000
	3293000
	-46.928887
	88.4264232

	Gross Profit
	583000
	2435000
	-1852000
	1852000
	-76.0574949
	317.667238

	Operating Expenses
	702000
	859000
	-157000
	157000
	-18.2770664
	22.3646724

	Operating Income
	-119000
	1576000
	-1695000
	1695000
	-107.550761
	-1424.36975

	Interest Expense
	429000
	414000
	15000
	-15000
	3.623188406
	-3.4965035

	Total Other income/ Expenses
	
	
	
	
	
	

	Net
	-376000
	82000
	-458000
	458000
	-558.536585
	-121.808511

	Income Before Tax
	-924000
	1244000
	-2168000
	2168000
	-174.276527
	-234.632035

	Net Income
	-715000
	881000
	-1596000
	1596000
	-181.157775
	-223.216783


Table 1: Horizontal Analysis of the Income Statement of Hilton Worldwide Holdings PLC 
(Source: Created by the learner)
**All the above workings have been shown in excel with the proper formula.
As per the given Horizontal Analysis done on the income statement of the Hilton Worldwide Holdings PLC, it was observed that changing the base years for two different analyses was producing very significant differences. For example, the sales amount whose % was observed as -54.4329242% changed completely to 119.456698% when 2020 was chosen as the base year. Another massive change was observed in the Net expense when the percentage change was observed as  -558.536585% in comparison to the -121.808511% when the base year was set at 2020. It denotes that Hilton Worldwide Holdings PLC is having a lot of variations regarding their changes in the financial statements, particularly their income statement. From the given observations, it can be concluded that horizontal analysis of the balance sheet of Hilton Worldwide Holdings PLC has given a wide range of variations based on the comparison year and base year concerning both 2019 and 2020.
	Particulars
	Amount £ (2020)
	Amount £ (2019)
	Change (£) (base year 2019)
	Change (£) (base year 2020)
	Change (%) (base year 2019)
	Change (%) (base year 2020)

	Current Assets
	4202000
	2093000
	2109000
	-2109000
	100.7644529
	-50.1903855

	Non-Current Assets
	15810000
	12558000
	3252000
	-3252000
	25.89584329
	-20.56926

	Total Assets
	16755000
	14957000
	1798000
	-1798000
	12.02112723
	-10.731125

	Current Liabilities
	2431000
	2871000
	-440000
	440000
	-15.3256705
	18.09954751

	Non-Current Liabilities
	15810000
	12558000
	3252000
	-3252000
	25.89584329
	-20.56926

	Total Liabilities
	18241000
	15429000
	2812000
	-2812000
	18.22541966
	-15.4158215

	Common Stock
	3000
	3000
	0
	0
	0
	0

	Retained Earnings
	-6732000
	-5965000
	-767000
	767000
	12.85834032
	-11.3933452

	Total Stockholder's Equity
	-1490000
	-482000
	-1008000
	1008000
	209.1286307
	-67.6510067

	Total Liabilities and Stockholder
	16755000
	14957000
	1798000
	-1798000
	12.02112723
	-10.731125


Table 2: Horizontal Analysis of the Balance Sheet of Hilton Worldwide Holdings PLC 
(Source: Created by the learner)
**All the above workings have been shown in excel with the proper formula.
As per the trends observed in the given horizontal analysis, it can be concluded that the variances are significantly different from each other. For example, the change in the total liabilities was observed at 18.22541966% in comparison to the -15.4158215% when the base year was shifted to 2020. The figures became positive to negative just by changing the base years of each of the financial items in each financial statement. Another significant change was observed in the Total Stockholders equity where the change in % with the base year as 2019 was observed at 209.1286307 drastically changed to -67.6510067% the moment the base year was changed to 2020. The last significant change was observed in the Current Assets where the % change was observed at 100.7644529% which became negative the moment the base year was changed to 2020 resulting in a figure of -50.1903855%. From the given observations, it can be concluded that horizontal analysis of the balance sheet of Hilton Worldwide Holdings PLC has given a wide range of variations based on the comparison year and base year with respect to both 2019 and 2020.
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As per the viewpoint of Alqam et al. (2021), ratio analysis is very important in the decision making of the company which includes the rationalisation of the investment and involving the credit decisions of the company. Financial ratios are even beneficial in the evaluation of the company’s financial statements by evaluating its profitability, liquidity, analysis of trends, evaluation of borrowing capacity and measuring bill-paying abilities.
However, on the contrary, Nadar and Wadhwa (2019) discussed the limitations of ratio analysis in decision making. The most common limitation highlighted by them was the “Proliferation of Ratios”. It depicted the inaccuracy of the financial ratios while providing a sound judgement to the management team of any organisation. Along with that, the assumption of the ratio which is relevant to the private sector can give inappropriate results hampering the management decisions in a company. Bigger companies like TESCO and Asda often face these issues.
As per the works of Andjelic and Vesic (2017), ratio analysis is very important from the viewpoint of the company in indicating trends and comparing the financial results of the company. It acts as a base of the financial reports in the decision making procedure. Bigger companies like Sainsbury and Unilever's management teams indicate the past trends of their ratio analysis and implement decisions based on the analysis they have made. 
As per the viewpoint of Jermsittiparsert et al. (2019), ratio analysis also helps in the determination of the stock market prices of a company. The profitability, solvency, assets turnover and leverage ratios help in the determination of stock market prices particularly in the shipping companies like Maritime London, Femis Limited and so on.
As per the information found on BBC, ratio analysis is very important from the decision-making point of view since it helps in the comparison of the current performance with the base year (bbc, 2022). For instance, the horizontal analysis of the financial statements of Hilton Hotels was used in comparing each other considering 2 successive base years were being used in comparing It also helps in the comparison of the firm's performance concerning the other competitors available in the market (bbc, 2022). For example, Unilever’s financial statements are being compared on a year on the basis of TESCO and Asda in a proper analysis of the firm’s performance. It also helps in the identification of the issues that are pertained to the decision making based on the analysis made of the financial statements (bbc, 2022). For example, companies like Burberry and Next PLC often find issues in their decision making which soon get resolved with a proper analysis being made by finding out the ratios of each year.
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According to Wandhwa (2019), the limitations of ratio analysis include its proliferation and vagueness. There have been a lot of ratios arising in the past but none of them had any proper standard-oriented terminology or manner of calculating the ratio. The standardisation which lacks in the ratio ultimately leads to vagueness. The analysis of the final ratios without the consideration of the inputs used in the calculations is fully flawed. For example, SME companies like Badger Inn and Wooley Grange are very susceptible to these issues.
The second limitation identified by Wandhwa (2019), includes the distributional properties of the ratio analysis where the normality of the ratios has been proven to be absent considering the analysis of the pattern of the ratios. Many parametric methods are not unusable in the analysis of the financial ratios.
The final limitation identified by Wandhwa (2019), includes the ratio analysis’ lack of comparability which has been identified and caused due to the accounting standards being diverse and different in different economies. The difference in the accounting standards followed in various countries lays a massive impact on the formation of the financial statements which even hampers the techniques and methods utilised in ratio analysis. Even after keeping the accounting standards the same, the diversity in the accounting policies in various countries puts a negative impact on the financial analysis of the ratios where the changes are measured. It thereby puts a bigger impact on the ratio analysis of various companies from different countries like TESCO’s branches being located in other parts of the world.
The limitations identified by Rashid (2018) include the comparison issues which arise when the two companies' periods have different durations. For example, comparing a 3-year financial report of TESCO and a 5-year Financial report of ASDA is certainly inaccurate and indifferent. It can result in a change in the method of the valuation of the inventories which can lead to misleading results while the comparisons are made. Ratios are usually viewed at the ending point which results in not providing valuable clues about the financial health and wealth of the companies.
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As per the viewpoint of Santoso (2021), financial performance is very crucial in the determination of the company's current wealth and financial health. Various analysis tools have been identified in the financial performance of the hotels which include the "liquidity ratio, profitability ratio, activity ratio, leverage ratio, and operational ratio”. The liquidity ratio provides an outlay on the stakeholders which is crucial in the hospitality sector since the hotel industry requires a lot of working capital and is surrounded by a lot of short terms financial obligations to be met with. The profitability ratios are those ratios which generate the company's profitability margin by determining the level of profits earned by each of the companies. Companies like Hilton Hotels and Premier Inn generate billions of pounds every month where the profitability analysis is very much required to keep touch with the profitability measurement of the company. Gross Profit Margin refers to the profit margin generated from the gross profit after deducting the cost of goods sold. Net profit margin refers to the profit margin generated from the net profit after deducting all the operating expenses from the gross profit.
As per the viewpoint of Turegun (2019), ratio analysis is very vital in the performance determination of the hotel industry. It helps the companies in analysing the financial statements along with comparisons of performance and formulating plans regarding the positive and negative side of the opportunities and threats. It also helps in the distinction of the resources of the companies regarding the potential resources and the awful ones. Various ratios like the current ratio, horizontal ratio, vertical ratio, and profitability ratio are equally important in analysing the trends seen in the changes in the financial statements in the last few years. Vertical and horizontal analysis is equally important since each line in their item serves the percentage related to the base figure of the statement. It is crucial especially in the hotel management due to the large changes in their financial statements along with the millions of pounds they record in their accounting books. It refers to the large chunks of sales earned by Cumbria Hotel and Foley Arms Hotel which need proper financial analysis.
As per the opinion of Jawabreh et al. (2017), ratio analysis serves as the lifeblood in the financial analysis of a company since analysing the policies, plans and goals are equally necessary for a Hotel company like Hotel Du Vin Stratford.
[bookmark: _Toc103869735]Conclusion
Ratio analysis is very crucial in determining the trends in the financial statements of the company. As per the given study, it can be concluded that a lot of variations were seen in the income statement and balance sheet of Hilton Hotels based on the Horizontal analysis of both 2019 and 2020 respectively. Also, the limitations of ratio analysis and their importance in the hotel management were outlined which serves as a very important tool in the formulation of the plans and policies of the management based on the financial statements produced.
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