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[bookmark: _Toc104840608]Executive Summary
Financial management is crucial in some company settings. It assists the organization in keeping track of its financial assets and liabilities efficiently. Whether to use internal resources or borrow from other organizations, managing and preparing such financial obligations is crucial. According to the research, the hotel industry is one of the most competitive in the world. As a result, a complete understanding of the sector necessitates the use of effective ratio analysis. It's also worth noting that the hotel business is in decline. To properly analyze Hilton Hotel's business performance, you must understand short-term liability, long-term debt, net profit ratio, and gross profit margin. Simultaneously, ratio analysis was useful in gaining a foreign perspective on why the gross profit margin in the hospitality industry is larger while also highlighting the hospitality sector's low net profit ratio.
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[bookmark: _Toc104840609]Introduction
Financial statements are significantly more persuasive to stakeholders. There are different methods to analyze the ratio which will be used to examine the financial statements (Brigham, 2019). The most prevalent methodological approach is proportion assessment. Hilton Hotel is a hospitality company based in the United Kingdom. The company's present activities have taken a negative turn. As a result, its financial success is included in the analysis, and it is done effectively and efficiently. However, in this report, the financial analysis, the financial ratio analysis, the importance of ratio analysis, benefits and limitations of ratios are given. 
[bookmark: _Toc104840610]Financial Analysis
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Income statement
The changes and percentages of changes are calculated using the given data. By subtracting the base year from the current year and dividing it by the base year, the calculation was completed. The financial year comes to a close with a favourable change of 0.83 percent. The sales, cost of products sold, gross profit, operating expenses, and operating income all decreased. From 2019 to 2020, all of these indicators have been

reduced. The interest rate changed by 3.62 percent in favour of the consumer. Total other income, income before taxes, and net income all showed negative changes.
[image: ]
Balance sheet
The change and percentage of change in the income statement were computed by subtracting the base year from the current year and dividing it by the base year, and the same method was used to calculate the change in the balance sheet (Madura and Hoque, 2018). The change in percentage of non-current assets, total assets, and current assets has increased on the balance sheet. However, only the current liabilities on the balance sheet have decreased by 15%. Non-current liabilities, total liabilities, retained profits, total stockholder’s equity, and total liabilities and stockholder equities all showed positive changes. The common stock, on the other hand, remained unchanged.
[bookmark: _Toc104840611]Financial Ratio Analysis Trends
[bookmark: _Toc104840612]a) Calculation Of the Financial Ratios For 2019 And 2020
The horizontal calculation of the ratio analysis and the change in trends are given in the table below,
	Hilton Worldwide Holdings Inc. (HLT)

	Ratio Analysis

	 
	2020
	2019
	Trends

	Liquidity Ratios
	 
	 
	 

	Current Ratio
	173%
	73%
	100%

	Quick Ratio
	173%
	73%
	100%

	 
	 
	 
	 

	 
	 
	 
	 

	Profitability Ratio
	 
	 
	 

	Gross Profit Margin
	14%
	26%
	-12%

	Net Profit Margin
	-17%
	9%
	-26%

	Return on capital employed
	8%
	-334%
	342%

	Total Asset Turnover (times)
	0.51
	1.26
	-0.75

	 
	 
	 
	 

	Gearing Ratios
	 
	 
	 

	Debt to Equity Ratio
	-12.2423
	-32.01037
	19.76809

	Debt Ratio
	109%
	103%
	6%

	Interest Coverage Ratio
	-28%
	381%
	-408%



Liquidity ratios
Current ratio
Divide the current assets by the current liabilities to get the current ratio. In the year 2020, the current ratio was 173% and in the year 2019, the current ratio was 73%. That means there is a 100% positive trend change. 
Quick ratio
By deducting total inventory from current assets and dividing it by current liabilities, the quick ratio was calculated (Thomas, Tietz, and Harrison, 2019). However, because the Hilton hotel had no inventory, the quick ratio was equal to the current ratio. The quick ratio was 173% in the year 2020 and 73% in the year 2019 which means there was a positive trend change.


Profitability ratio
Gross profit margin
By deducting the cost of products sold from total sales and then dividing by total sales, the gross profit margin was computed. In the year 2020, the gross profit margin was 14% which decreased from 26% in the year 2019. Therefore, there was a negative trend change of 12%.
Net profit margin 
By dividing net income by total revenue, the net profit margin was calculated (Brigham and Ehrhardt, 2020). The net profit margin in 2020 was minus 17 percent, compared to 9 percent in 2019. As a result, there is a negative trend change of 26%.
Return on capital employed
The return on capital employee ratio was computed by dividing operational income by the total number of employees (total asset - total liability). It was 8% in the year 2020 and -334% in the year 2019 and there was a positive trend change of 342%.
Total asset turnover
By dividing total income by the average of total assets, total asset turnover was computed (Madura, 2020). In the years 2020 and 2019, it was 0.51 and 0.26, respectively, with a negative trend change of 0.75.
Gearing ratios
Debt to equity ratio
The total liabilities were divided by the total shareholder's equity to arrive at the date to equity ratio (Madura, 2020). In the year 2020, the ratio was -12.24 and it became -32.01 in the year 2019. There was a positive trend change of 19.77 in the debt-to-equity ratio.



Debt ratio
By dividing total liabilities by total assets, the debt ratio was determined. The ratio was 109% in the year 2020 and 103 percent in the year 2019. There was a positive trend change of 6% in the debt ratio.
Interest coverage ratio
Divide the operational income by the interest expense to get the interest coverage ratio. It was - 26% in the year 2020 and 381% in the year 2019. However, there was a negative trend change of -408% in the ratio.
[bookmark: _Toc104840613]b) Importance Of Using Ratio Analysis for Decision Making
When looking at the data in the financial statements of hospitality operations, it's vital to understand the profitability statements and how they vary. This section could describe several types of financial data, as well as the importance of profitability indicators in understanding them:
Planning and scheduling for the future
The financial outcomes of hospitality management are on the rise. For example, Hilton Hotels helps firms build operating and economic plans for their operations. The management of the company can analyze the data with the help of the liquidity ratio and they can make decisions on whether they can make operating and economic plans (Block, Hirt, and Danielsen, 2019).
Making a Choice
All the important decisions in the hotel are taken by analyzing the financial ratios. To choose between borrowing, investing and source of financing the financial ratios are needed. Each of the financial decisions in the hotel is taken by the management only after analyzing the ratios (Higgins, Koski, and Mitton, 2019).
Long-term viability
An income report boosting understanding is the ability to afford long-term responsibilities and the consequences of long-term liabilities. If a hotel administration firm, such as Hilton Hotel, pays long-term commitments on schedule, the firm's financing capabilities and solvency position portray a favourable reputation. By understanding the ratios and performing quantitative statements, accountants and shareholders will be able to analyze the hospitality firm's long-term viability.
Profitability
The financial account is used to assess the viability of a hotel management company like Hilton Hotel. A comparison of different revenue indicating metrics are used to determine a corporation's ability to create revenue (Libby, Libby, and Hodge, 2020). The financial analysis of the company's earnings per share and debt coverage ratio would also disclose payout and debt repayment capability. As a result, determining the proportion is critical.
Operational efficiency
It is necessary to analyze the financial ratios to identify that operation, all performance, and various other communities of the hotel and take decisions according to the analysis. Different operational percentages represent different degrees of capacity utilization when it comes to working capital. As a result, a comparative analysis is necessary.
Cost and expense management 
Comparing ratios from different times and organizations in the hotel sector would clarify diverse price structures and spending types. The hidden arrangement price is calculated using the finance report's comparison and proportionate evaluation. If the profitability ratio data is analyzed properly then it will help in the controlling, managing, and expenditures process of the hotel and help in proper decision making (Mishkin and Eakins, 2018).
Position of liquidity
The financial health of a hotel is crucial for paying relatively short-term obligations. The financial situation of a corporation is favourable if it has more liquid assets than accessible liabilities. Aside from that, a far less prevalent source of financing would put the company in a weaker position when it came to meeting very short-term obligations. Calculating and measuring the business's solvency indicators can reveal the size of this interest held by any hotel administration firm.
[bookmark: _Toc104840614]c) Benefits And Limitations of Ratio Analysis
Some of the benefits of accounting ratios are listed below:
· Productivity evaluation and pay system improvement may be achievable when the actual picture of fiscal operations is provided by the proportion of monetary data.
· If Hilton Hotel's proportion evaluation gives ready-to-use data for budgeting, several budgets for corporate operations are prepared to depend on anticipated requirements (Mishkin and Eakins, 2018).
· The overall strategic and non-financial status and outcomes would be simplified if the finance fraction was assessed.
· Using varied proportions, it is easy to find the connection between multiple bookkeeping data and consequences with the help of financial analysis (Nikbakht and Groppelli, 2018).
· If the understanding of various financial measures and data analysis is done then it enables the management of a hospitality management company like Hilton Hotel to take the appropriate steps to rectify the company's unsavoury behaviour.
Limitation
· Since of its descriptive nature, statistical research on accounting ratios is limited. However, several critical quantitative factors may have an impact on the proportion result. A high current proportion may not even indicate a healthy company if the overall asset comprises mostly obsolete commodities (Northington, 2011).
· Accounting ratios are also limited by a variety of factors such as item and property market values, seasonality issues in the firm, the company's front-dressed behaviour, and so on. There, the income statement contains limitations that can have an impact on accounting ratios.
· It is formed by breaching different accounting regulations and ethical factors, monetary knowledge has inherent limitations. As a result, the report generator has certain clear restrictions. As a result, such accountancy limits have a direct impact on bookkeeping ratios (Bonham and Langdon, 2009).
· There are three unique accountancy regulations and standards, such as amortization plan, stock measurement strategy, and so on. Because of the wide range of procedures in different organizations, assessing comparisons is difficult, if not impossible.
· The majority of monetary insight is based on prior knowledge and facts. As a result, the proportion sets historical patterns that are frequently followed. Prospective reliability is not possible with proportion evaluation.
[bookmark: _Toc104840615]Conclusion
Financial management is critical to the long-term viability of a company. Financial management is crucial in some company settings. It assists the organization in keeping track of its financial assets and liabilities efficiently. Businesses require more capital flow in the early stages of their development to stay afloat. Whether to use internal resources or borrow from other organizations, managing and preparing such financial obligations is crucial. Furthermore, financial management effectively presented comprehensive insight in order to make crucial financial decisions (Nikbakht and Groppelli, 2018). This study thoroughly examined Hilton Hotel's financial management to gain a complete grasp of the financial management in the hospitality industry. This study has also offered important information by performing financial analysis. Simultaneously, it provided genuine illuminations on the current status of financial analysis while reflecting on the facts gleaned from the dialogue to present a broad perspective of the situation. From the foregoing, the financial results of the Hilton Hotel can be interpreted to demonstrate that various areas need to be addressed and maintained. Non-operational/financial expenses, on the other hand, should not be prioritized because they are backed up by much greater revenue. The payables and receivables administration is great (Bonham and Langdon, 2009). Capitalized advantage from kindness can be realized by offering adequate intensive service to such consumers. To increase income, a well-thought-out item marketing plan must be implemented with cost-cutting strategies. As availability falls, more attention must be devoted to loan servicing and leveraging operations. The accessible resource must be recovered by matching the accessible responsibility. When sustaining a sufficient cash flow, however, efficiency must be considered.
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