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[bookmark: _Toc117129624]Introduction
The term "financial management" refers to the process of systematically arranging and analyzing monetary data with the purpose of improving operational efficiency. On top of that, good financial management helps businesses make the kind of decisions that will position them to seize new opportunities with both hands. Therefore, this report will emphasize the many ratios that will be calculated for Hilton Hotels with the overarching theme of the significance of finance being the primary focus. In essence, the corporation in question is a hotel chain whose primary business is the administration of a global chain of lodging establishments. The purpose of this section is to calculate several ratios that will reveal Hilton Hotels' financial health in 2019 and 2020. The benefits of the ratios will be explored, though, as they pertain to the specific business in question. To further demonstrate the importance of the financial statistics, we will also discuss the caveats of using them in the context of Hilton Hotels.


[bookmark: _Toc117129625]Analysis of the Financial Statements of Hilton Hotels
[bookmark: _Toc117129626]A discussion on the ratio
The ratio, also known as a financial ratio, is the result of the calculation and determination of such numbers by a corporation or business organization for the purpose of evaluating its financial health. In addition, the ratio aids the financial management in summarizing the analyzed financial transactions and the outcomes in order to make important financial decisions in order to seize greater possibilities in the future (Gogolinskii et al., 2020). Here, Hilton Hotels' ratio analysis has been calculated for the forthcoming and following years.
[bookmark: _Toc117129627]Computing the Financial Performance of Hilton Worldwide Holdings Inc for the year 2019-2020.
The ratios have been computed with a correct assessment in order to match the present trend that has been retrieved from the calculations in order to facilitate the analysis of the monetary performance of the firm that is in question, Hilton Worldwide Holdings inc.
[bookmark: _Toc117129628]Computing Profitability Ratio

· Gross Profit for 2019 = 
                      = 2435000/ 9452000* 100
                      = 25.76%
· Gross Profit for 2020 = 
                      = 583000/ 4307000* 100
                      = 14%
· Net Profit for 2019 = 
                      = 881000/ 9452000* 100
                      = 9.32%
· Net Profit/Loss for 2020 = 
                      = -715,000/ 9452000* 100
                      = -17%
· ROCE for 2019 = 
                      = 1,244,000/ 12086000 * 100
                      = 10.29%
· ROCE for 2020 = 
= -924,000/ 14324000 * 100
    = -6%
Interpretation: 
The aforementioned math was performed to illustrate a profitability ratio; this class of ratios includes gross profit, net profit, and return on capital used. It has been determined what the GP would be for Hilton Hotel in 2019 and 2020. It can be observed from this that the GP for the year 2019 has been calculated to be 25.76%, and the GP for the year 2020 has been calculated to be 14%, respectively. It is clear that the GP for the year has decreased; hence, Hilton Hotel has to take effective actions for the purpose of increasing their GP in a manner that is proportional (Jackson, 2021). 
The NP for Hilton Hotel has been determined for the years 2019 and 2020 respectively. It can be observed from this that the NP for the year 2019 has been determined to be 9.32%, and the NP for the year 2020 has been determined to be -17%, respectively. It can be observed that the NP for the year 2020 is going to be lower than the NP for the year 2019, and as a result, the performance has gone down appropriately. The ROCE for the Hilton Hotel has been figured up for the years 2019 and 2020. It is possible to deduce from the information shown here that the ROCE for the year 2019 will be 10.29%, while the ROCE for the year 2020 will be -6%, respectively. It is possible to see that the ROCE for the year 2020 is likewise lower than that of 2019, and as a result, the performance has also decreased in 2020 correspondingly. Everything that took place was precipitated by the fact that the business did not generate any profits in the year 2020.
[bookmark: _Toc117129629]Computing Liquidity Ratio
· Current Ratio for 2019 = 
= 
  = 0.71:1
· Current Ratio for 2020 = 
                                                    = 
                                                    = 1.8:1
· Quick Ratio for 2019 = 
                                                    = 
                                                    = 0.10:1
· Quick Ratio for 2020 = 
                                                    = 
                                                    = 1.8:1
Interpretation:
The calculation that was just presented was carried out in order to provide an interpretation of Hilton Hotel's liquidity ratio while taking into account the years 2019 and 2020. In addition, the liquidity ratio encompasses two other ratio types: the current ratio and the quick ratio. The following chart provides an evaluation of the various ratios:
In order to assess Hilton Hotel's financial health, a current ratio was determined for 2019 and 2020. It can be seen here that the current ratio for the year 2019 has been determined to be 0.71 for the year 2019, and that the current ratio for the year 2020 has been determined to be 1.8, respectively (Maisharoh, and Riyanto, 2020). The improved yearly GP indicates that the individual firm is making better use of its resources, which in turn leads to higher profits.
Hilton Hotel's 2019 and 2020 quick ratios are presented. It can be observed that the quick ratio for 2019 has been calculated to be 0.10, while the quick ratio for 2020 has been calculated to be 1.8. It can be seen that the GP for the year has improved, which indicates that the particular firm has utilized their stocks in a better way in order to produce greater revenues. This can be observed from the fact that the improvement can be noticed.
[bookmark: _Toc117129630]Outlining the importance of using the ratio analysis in order to make an effectivedecision making.
One of the most common responsibilities of management accountants is to analyze interdependencies among operational components and present the results in a way that can inform strategic choices. Ratio Analysis is one method that can help with this. Ratios are convenient for management accountants because they are pre-made from information already available in the form of financial statements, which are the primary focus of the financial accounting department. The flexibility of management accounting allows it to use any data it can get its hands on, regardless of its original source (Drake, and Fabozzi, 2012). The very definition of a ratio is a comparison between two or more numerical values. Ratios are relationships used in business that are derived from a company's financial data, most notably its financial statements. These comparisons lack significance regardless of the reliability of the sources used or the sophistication of the calculations employed (Sadeghi et al., 2020). The only way to get meaningful insight from ratios is to compare them to others of the same kind from other companies or sectors. They are also useful for comparing one time period to another of the same entity. While the ratio itself may be correct, the benchmark against which it is measured may be completely off.
The financial ratio is the method or process by which financial ratios are calculated and interpreted, and its definition reflects the significance of these steps. These ratios are calculated so that one can assess the financial health of a company over a specified time frame. To ensure a more consistent flow and better prospects in the future, however, the ratio's computation is essential. But we'll talk about why that financial ratio is so crucial down below:
· Companies rely heavily on ratio analysis because it helps them evaluate their financial health over specified time periods (Muttakin et al, 2020).
· By calculating the ratio analysis, a company can better assess its profitability, risk, and efficiency, and allocate its resources accordingly.
· Moreover, it aids the financial management in making sound decisions that improve the business's operations and position it to seize better opportunities in the future.
· By calculating the financial ratio, a company can assess the risks facing it and make informed decisions about its future.
· Companies can use ratio analysis to evaluate their financial standing over time and assess how well they have performed financially.
[bookmark: _Toc117129631]Limitations of Ratio Analysis
The purpose of ratio analysis is to get a broad comprehension of a company's performance, financial condition, and cash flows by comparing data extracted from the financial statements. An objective observer like a credit analyst, lender, or stock analyst can benefit much from this approach. These professionals must draw conclusions about a company's financial performance and standing based on its financial statements alone. However, there are a few caveats to ratio analysis that you should be aware of. You'll find a list of them down below.
· All of the data utilized in a ratio analysis comes straight out of the past. Just because something works now doesn't ensure it will continue to work in the future.
· Some aspects of the balance sheet may be reported at historical cost, although the information on the income statement is stated at current costs (or near to it). Unusual ratios may emerge as a result of this discrepancy.
· Numbers may not be comparable across time periods if inflation rates have varied over the study period (Babalola, and Abiola, 2013). To illustrate, if inflation were to increase by 100% in a given year, then sales would appear to have doubled from the previous year, even if they had remained same.
· As a result, doing a ratio analysis on a trend line may not compare the same data for the whole trend period because the data in the financial statement line item you are utilizing for the study may have previously been aggregated in a different way.
· Depending on how much a firm has evolved over the years, comparing results from a ratio determined a few years ago with the same ratio now might be deceptive.
· There is a possibility that two businesses with the identical accounting transaction may report it differently. As a result, it may be difficult to draw meaningful comparisons between the ratio outcomes of different businesses.
· It might be fairly difficult to establish the rationale behind the outcomes of a ratio. A current ratio of 2:1, for instance, can look great at first glance, but it could mask the fact that the firm recently sold a lot of shares to improve its liquidity. There is a possibility that a further investigation will show that the present ratio will only be at that level momentarily and will eventually decrease (Supriyanto, and Darmawan, 2018).
· The use of ratio analysis to compare the performance of two companies with divergent strategies is fraught with peril. One firm may adopt a low-price strategy and be ready to forego some gross profit in order to gain market share (Penman, and Penman, 2010). On the other hand, a competitor in the same market that adopts a different approach, focused on providing exceptional customer service at a premium price and gross margin, can never catch up to the former in terms of revenue.
· Information for certain ratios is taken directly from the financial statement. Keep in mind that the balance sheet only reflects data as of the end of the accounting quarter. The conclusion of the ratio analysis may be impacted if the account balance had an unexpected increase or decrease on the last day of the reporting period (Welc, 2022).
To sum up, there are several factors that limit the use of ratio analysis. Ratio analysis still has its applications so long as its limitations are recognized and other, complementary methodologies are used for data collection and interpretation.

[bookmark: _Toc117129632]Conclusion
In the previous study, we has examined the various ratios that have been calculated for Hilton Hotels. Therefore, all the various ratios have been calculated to determine Hilton Hotels' financial standing in 2019 and 2020. The ratios' significance, however, has been explored in terms of the firm in question. Hilton Hotels' financial ratios' significance has been demonstrated, and their limits have been spelled out for clarity's sake. After the total analysis in the report it can be said as a limitations that,Accounting ratio preparation does not address any financial issues; rather, it aids in evaluating and comparing a company's financial performance and health.
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