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Executive Summary

Financial data can be analysed to understand the hotels financial wellbeing or downfall; however, a financial analysis will only show numbers and figures of where a company has made losses and gains but will not tell you why or where exactly these losses or gains are coming from, however the data can be used to investigate the areas where figures have dropped and rose. Notably with numbers you can only speculate and guess or try and figure out why the numbers are jumping by vast amounts which is one of the limitations to financial statements.
Financial analysis is important for the hotel industries management department as it aides towards understanding profit and loss margins.
The importance of using ratio analysis is:
Helps fiscal management
Improve understanding of financial results & trends
indicates performances
Pinpoint strengths & weaknesses
Form educated strategies
Measure results & management effectiveness

Limitations of ratio analysis:
Size of business is not considered
Easily manipulated by creative accounting.
solely based on historical data.
Inflation is not considered.
Impact of market conditions are not considered. 

The financial data obtained and analysed from Hilton’s 2019 and 2020 financial statements suggest:
Hiltons gross profit margins halved from 2019 to 2020. 
2020 statement showed more in asset which indicated more assets and stock which looks good on the statement 
In this case more asset in 2020 was due to lack of sales. 
Both these Datas had excessively big gaps and this is a significant difference between 2019 and 2020: This is most probably due to the global pandemic of Covid and government lockdowns during 2020.
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Introduction

This report will analyse and compare the horizontal ratios for Hilton Worldwide holdings Inc for 2019 and 2020 in order to aid an analysis using the financial data collected. The data obtained will be used to calculate the Horizontal ratios to analyse the financial data and trends alongside conclusions based on data. The importance of using ratio analysis for decisions choices will be outlined.
The ratio analysis is formed from the data obtained from income statement and the balance sheet (tutor2u, 2016). The income statement reveals data regarding income yields, cost of sales, gross profits, operating profits, and net profits. The balance sheet current reveals data regarding assets, current liabilities, inventories, trade receivables and payables, Longterm liabilities and capital.
Financial statements are useful for an insight into a company's financial situation and can help towards decision making, Maverick (2022) emphasises on the importance on financial statement analysis as it provides critical information about Hilton's profitability and debts. According to Agarwal (2022) the top 13 users of financial statements are:
Shareholders
Debenture holders
Creditors
Financial institutions such as banks
Prospective investors
Employees
Important customers
Authorities (Tax)
Governing bodies
Economist and investment Analysts
Members of parliament
Stock exchanges
Mangers

This report will further explore into the limitations of ratio analysis which will help towards understanding why ratios and their variations are important for hotel management in analysing the data in financial statements. A conclusion will be formed from the findings in this report.





Income statement Financial Analysis:


Income Statement	Hilton Worldwide Holdings Inc. (HLT)	
	2020	2019	Change	% Change
Fiscal Year Ends	31/12/2021	31/12/2020		
Sales	4,307,000	9,452,000	-5,145,000	-54
Cost of goods sold	3,724,000	7,017,000	-3,293,000	-47
Gross profit	583,000	2,435,000	-1,852,000	-76
Operating Expenses	702,000	859,000	-157,000	-18
Operating income	-119,000	1,576,000	-1,695,000	-108
Interest Expense	429,000	414,000	15,000	4
Total Other income/ expenses net 	-376,000	82,000	-458,000	-559
Income before taxes	-924,000	1,244,000	-2,168,000	-174
Net income	-715,000	881,000	-1,596,000	-181
				
				
				






Balance sheet:
	2020	2019	Change		% Change 
Current Asset	4,202,000	2,093,000	2,109,000	101
Non-Current Asset	15,810,000	12,558,000	3,252,000	26
Total Asset	16,755,000	14,957,000	1,798,000	12
Current Liabilities	2,431,000	2,871,000	-440,000	-15
Non-current Liabilities	15,810,000	12,558,000	3,252,000	26
Total Liabilities	18,241,000	15,429,000	2,812,000	18
Common Stock	3,000	3,000	0	0
Retained Earnings	-6,732,000	-5,965,000	-767,000	-13
Total Stockholders' Equity	-1,490,000	-482,000	-1,008,000	209
Total Liabilities and Stockholder	16,755,000	14,957,000	1,798,000	12








Financial Analysis Trends

According to Hayes (2021) a trend analysis is a method used to predict future stock price; fluctuations are presumed using both older and recent data, enabling an educated guess into the forthcoming future of the market evaluated. 

The income statement and graph show a significant decrease in sales, cost of goods sold, gross profits, operating expenses, operating income, total other income, income before taxes and net income. It also shows increase in interest expenses. These are all negativities as it means profits were drastically lower in 2020 when compared to 2019: this will later be analysed further to understand why this may have happened as data only gives numbers and no reasons.

According to the data obtained there was an increase in current asset, non-current asset, total asset, noncurrent liabilities, total liabilities, equity, and stockholder. There was a decrease in retained earnings and current liabilities

To further analyse the data this report will look at profitability ratios and Liquidity ratios. Profitability ratio will be used examine how much profit Hiltons earned vs expenses and liquidity ratio will be used to measure how well Hiltons can pay its bills. According to Zaphyr (2017) both these ratios allow management as well its creditors and investors to examine a company's prospects.

Profitability ratio is a figure to measure a business's success regarding profits i.e., gross profit margin. Gross profit margin is calculated by gross profit dived by revenue times 100 (Cox, 2017. P.332). 
According to the figures from the income statement using the formula Gross profit/sales (x 100) = gross profit margin:
2019 = 25.76%
2020 = 13.53%
This shows the gross margin fell from 2019 from 25% to 13% in 2020. This indicates a difference of over 50% which is a drastic drop and is enough data to understnd something drastic must have happened, in this case the global pandemic and lockdowns during this time might be an excessively big reason which will be investigated later as data does not reveal reasons.

Liquidity ratios measure the financial stability of the business, the ability to operate on a short-term basis. this focusses on current assets and liabilities which are found in the balance sheet using the formula: Current ratio= current assets/current liabilities (Cox, 2017. p. 332):
2019= 0.73 
2020=1.65 
This indicates they have more assets and stock as it did not sell, again this is a significant difference between 2019 and 2020 but this time in reverse as there is assets and its assumed this is a good thing. This might be due to too many assets with issues to sell due to lock down regulations during covid pandemic. With numbers you can only speculate and guess or try and figure out why the numbers are jumping by huge amounts which is one of the limitations to financial statements.

The strength that can be obtained from the liquidity ratio is that assets can add stability as they will not need to restock which will help towards re-establishing Hiltons profits. However, this is based on the assumption the assets are things that can be used and remains in date and is safe to use. many asset items can be damaged or go off such as food items as this can go out of date and become a waste of asset which can affect finances as things will have to be restocked which will reduce profits. 

According to the data obtained before the global pandemic of covid, the profit margin was excellent and if this progress can be restored to Hiltons, it is likely to thrive again and make huge profit figures for the year due to the nature of the business, this is of course subjective to conditions. If the factor of Covid remains to maintain losses then a new strategy can be placed to encourage a new way of thinking to make those gains in other ways as environment and pandemics are not predicable,

The global pandemic could be one of the main underlying reasons to why there was a significant drop in sales, according to the office for National statistics (2021) Coronavirus impacted the hospitality industry specially from January 2020 until June 2021. According to McAllister (2020) lock downs led to catastrophic collapses in sales and revenues in the Uk's hospitality sector. This can explain the why there may have been such a drop in sales and profits during 2019 to 2020.

The importance of using ratio analysis (demonstratingvalue.org, 2013):
Helps fiscal management
Improve understanding of financial results
Improve understanding of trends
Key indicator or organisations performances
Pinpoint strengths
Pinpoint weaknesses
Form educated strategies
Form educated initiatives
Measure results against other organisations
Measure management effectiveness
Measure mission impact

The top 10 limitations of ratio analysis according to Vaidya (2022):
Size of business is not considered.
Contingent liability is not accounted for.
Uniform accounting policies are not incorporated.
Easily manipulated by creative accounting.
Cannot be used when comparing different industries.
solely based on historical data.
Inflation is not considered.
Impact of market conditions are not considered. 
Impact of seasonality is not captured
 Disparity of intended users due to position of business on a certain date.

Financial analysis is important for the hotel industries management department as it enables management to investigate any factors indicated by falling or rising figures. Management can use financial data to understand where the hotel is doing well and where it is not doing well, they can then use this data to investigate where data proves they are not doing well. in this report majority of the falls can be put down to the global pandemic as hotels were forced to close down causing a catastrophe in the industry. However, if there was not an obvious reason and figures showed losses so great, management could use this information to understand the effected department, they could investigate staff or customers causing damages or stealing and wasting, or unrequired stock being ordered then wasted. Factors could vary but data would highlight where the issue might be helping management focus on the Hotels financial success.
















Conclusion.

The financial data obtained and analysed from Hilton’s 2019 and 2020 financial statements suggest that Hiltons gross profit margins halved from 2019 to 2020. Surprisingly 2020 statement showed more in asset which indicated more assets and stock which looks good on the statement but in this case was due to lack of sales. Both these Datas had excessively big gaps and this is a significant difference between 2019 and 2020: This is most probably due to the global pandemic of Covid and government lockdowns during 2020.
Financial data will only show numbers and figures of where a company has made losses and gains but will not tell you why or where exactly these losses or gains are coming from, however the data can be used to investigate the areas where figures have dropped and rose. Notably with numbers you can only speculate and guess or try and figure out why the numbers are jumping by vast amounts which is one of the limitations to financial statements.

Financial analysis is important for the hotel industries management department as it enables management to investigate any factors indicated by falling or rising figures, it also enables management to focus on important fluctuations that can point towards big problem that is fixable. The data obtained before the global pandemic of covid, the profit margin was excellent and if this progress can be restored this business is likely to thrive again and make huge profit figures for the year due to the nature of the business.

In this report most fluctuations can be put down to Covid and government lockdowns, however had this not been the case the financials could have been used to try analysing where management was going wrong. 
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