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[bookmark: _Toc1297789208]Introduction
Financial management plays a fundamental role in ensuring the long-term sustainability, profitability and competitiveness of multinational hospitality organisations. As the global hospitality industry continues to recover from the disruption caused by the COVID-19 pandemic while adapting to changing consumer expectations, digital transformation and economic uncertainty, financial decision-making has become increasingly important. Effective financial analysis enables organisations to evaluate historical performance, identify financial risks and opportunities, allocate resources efficiently and support sustainable strategic growth (Brigham and Ehrhardt, 2022).
This report has been prepared from the perspective of the Chief Financial Officer (CFO) of Hilton Worldwide Holdings Inc., one of the world's leading international hospitality companies operating thousands of hotels across more than 100 countries. The report critically evaluates Hilton's financial performance over the five-year period from 2021 to 2025 using information obtained from the company's published annual reports. Financial ratio analysis is undertaken to assess profitability, liquidity, efficiency, gearing, investment performance and cash flow, while comparisons with industry benchmarks provide further insight into the company's competitive financial position.
The report also evaluates Hilton's working capital management and proposes strategies to improve liquidity and operational efficiency. A strategic financial restructuring plan is then developed, considering shareholder value, capital structure and international financial risks. Furthermore, three investment projects are assessed using recognised capital budgeting techniques, including Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR), to recommend the most financially viable investment strategy. Finally, the report critically reflects on the use of Artificial Intelligence (AI) in supporting financial analysis while considering ethical and professional responsibilities associated with AI-assisted decision-making.
[bookmark: _Toc2084841564]2. Financial Health Check
[bookmark: _Toc1236608130]2.1 Overview of Hilton's Financial Performance (2021–2025)
Hilton Worldwide Holdings Inc. is one of the world's largest hospitality companies, operating a global portfolio of luxury, full-service and focused-service hotels. Between 2021 and 2025, Hilton continued to recover from the effects of the COVID-19 pandemic through increasing international travel, strong leisure demand, business travel recovery and continued expansion through its asset-light business model (Hilton Worldwide, 2022; Hilton Worldwide, 2023).
The company's revenue increased steadily over the five-year period as hotel occupancy rates improved and average daily room rates (ADR) continued to rise. Net income also strengthened significantly compared with the immediate post-pandemic period, reflecting improved operational efficiency and effective cost management. Hilton continued to generate strong operating cash flows, allowing the company to invest in new properties, reduce debt where appropriate and return value to shareholders through share repurchases.
The asset-light business strategy remained one of Hilton's key competitive advantages. Rather than owning a large proportion of its hotels, Hilton primarily earns revenue through management and franchise agreements. This approach reduces capital expenditure requirements while generating relatively stable fee-based income and stronger operating margins than many traditional hotel operators (Hill, Schilling and Jones, 2023).
Despite this positive performance, Hilton continued to face several external challenges during the period. High inflation increased labour and operating costs, while higher global interest rates raised financing expenses. Currency fluctuations also affected international earnings due to Hilton's extensive global operations. Nevertheless, continued brand expansion, digital innovation and customer loyalty programmes enabled the company to maintain strong financial performance throughout the five-year period.
[bookmark: _Toc1337973597]2.2 Profitability Analysis
Profitability ratios evaluate how effectively Hilton converts revenue into profit. The ratio analysis demonstrates that Hilton maintained healthy profitability throughout the period despite economic uncertainty.
Operating profit margin improved steadily between 2021 and 2025 as occupancy levels increased and management fees recovered across global markets. Hilton's asset-light operating model continued to support higher margins because franchise and management contracts require relatively low capital investment while generating recurring income.
Net profit margin also showed consistent improvement during the five-year period. Increasing revenues combined with disciplined cost control allowed Hilton to convert a greater proportion of sales into net earnings. This indicates strong financial management and operational efficiency.
Gross profit margin remained relatively stable across the period, reflecting Hilton's ability to manage direct operating costs despite inflationary pressures affecting wages, utilities and supply chain costs. The company successfully passed some increased costs to customers through higher average daily room rates without significantly reducing demand.
Overall, the profitability analysis demonstrates Hilton's strong earnings capacity and successful recovery following the pandemic. Improving margins indicate that management has effectively balanced revenue growth with cost control, supporting long-term shareholder value (Brigham and Ehrhardt, 2022).
[bookmark: _Toc1471289494]2.3 Liquidity Analysis
Liquidity ratios measure an organisation's ability to meet short-term financial obligations. Hilton's current ratio, quick ratio and cash ratio remained below the conventional benchmark of 1.0 throughout much of the five-year period.
Although these figures may initially appear weak, they are typical within the international hospitality industry. Hilton's asset-light business model generates consistent operating cash flows while requiring relatively low inventory levels. Consequently, the company relies less on maintaining high levels of current assets than organisations operating in manufacturing industries.
The current ratio indicates that Hilton carefully manages working capital rather than holding excessive liquid assets. The quick ratio follows a similar trend because inventories represent only a small proportion of total current assets. Meanwhile, the cash ratio reflects Hilton's strategy of investing excess cash into business expansion, technology and shareholder returns instead of maintaining idle cash balances.
While lower liquidity ratios increase short-term financial risk during periods of economic disruption, Hilton's strong operating cash flow and access to external financing significantly reduce this risk.
[bookmark: _Toc1259322625]2.4 Efficiency Analysis
Efficiency ratios assess how effectively Hilton utilises its assets to generate revenue.
Asset turnover remained relatively stable during the five-year period, demonstrating efficient utilisation of total assets. The company's asset-light strategy enables Hilton to generate substantial revenue without significant investment in physical hotel ownership.
Fixed asset turnover remained particularly strong because Hilton owns comparatively fewer hotel properties than traditional hotel operators. Instead, franchise and management agreements generate recurring income with relatively limited investment in property, plant and equipment.
These efficiency measures indicate that Hilton continues to maximise revenue generation while maintaining an efficient asset base. The strategy supports improved return on assets and contributes positively to shareholder wealth.
[bookmark: _Toc1203053690]2.5 Gearing (Leverage) Analysis
Hilton maintains a relatively highly leveraged capital structure compared with many industries. Debt has historically been used to finance expansion while also supporting shareholder distributions.
The debt-to-equity ratio indicates significant reliance on external borrowing. Although higher leverage increases financial risk during periods of rising interest rates, it also allows Hilton to benefit from tax-deductible interest expenses and enhanced returns on equity when profitability remains strong.
Interest coverage improved steadily between 2021 and 2025 as operating profits increased. This demonstrates Hilton's improving ability to meet interest obligations despite higher borrowing costs experienced globally.
Overall, the leverage position remains manageable because of Hilton's predictable cash generation and strong global brand recognition.
[bookmark: _Toc1829905035]2.6 Comparison with Industry Benchmarks
Compared with major competitors including Marriott International, InterContinental Hotels Group (IHG) and Hyatt Hotels Corporation, Hilton demonstrates competitive financial performance across most key indicators.
Profitability ratios are generally above industry averages due to Hilton's highly successful franchise and management business model. Liquidity ratios remain similar to sector norms, reflecting efficient working capital management rather than financial weakness.
Leverage is slightly higher than some competitors; however, Hilton's strong operating cash flows and improving earnings reduce concerns regarding long-term debt sustainability. Overall, Hilton remains financially competitive within the international hospitality sector.
[bookmark: _Toc813287962]2.7 Overall Assessment
The five-year financial analysis indicates that Hilton has experienced significant recovery and sustained growth following the pandemic. Revenue, profitability and operational efficiency have improved consistently while cash generation remains strong.
Key strengths include strong profitability, efficient asset utilisation, a globally diversified business model and stable operating cash flows. Potential threats include rising interest rates, inflationary pressures, labour shortages, geopolitical uncertainty and exchange-rate volatility affecting international operations.
Overall, Hilton remains financially healthy and well positioned to support future investment, international expansion and long-term shareholder value creation.
[bookmark: _Toc1020980458]3. Working Capital Management Analysis
[bookmark: _Toc1479376255]3.1 Assessment of Hilton's Cash Operating Cycle
Working capital management is essential for maintaining liquidity, supporting day-to-day operations and ensuring an organisation can meet its short-term financial obligations. Effective management of working capital allows businesses to optimise cash flow while minimising financing costs. The cash operating cycle (also known as the cash conversion cycle) measures the time taken to convert cash invested in operations into cash received from customers (Atrill and McLaney, 2023).
Unlike manufacturing organisations, Hilton operates within the hospitality industry, where the cash operating cycle is relatively short. Customers generally pay for accommodation either before arrival or immediately upon checkout through cash, debit cards, credit cards or online booking platforms. As a result, Hilton receives cash quickly while many supplier payments are settled at a later date. This creates a favourable working capital position and supports strong operating cash flow.
Hilton's asset-light business model further improves working capital efficiency. Rather than owning most hotel properties, Hilton primarily generates income through management and franchise agreements. This significantly reduces inventory requirements and capital tied up in physical assets. Consequently, Hilton can generate consistent cash inflows while maintaining relatively low working capital requirements.
The company's operating cash flow remained strong throughout the five-year period despite inflationary pressures and higher interest rates. Increasing occupancy levels, higher average daily room rates (ADR) and continued growth in international tourism contributed to improved cash generation. These factors strengthened Hilton's ability to finance daily operations without relying heavily on short-term borrowing.
However, Hilton still faces several working capital challenges. Rising labour costs, increasing utility prices and supply chain inflation place pressure on operating expenses. Delays in payments from corporate customers or travel agencies may also temporarily affect cash flow. In addition, unexpected economic shocks, such as geopolitical instability or declining tourism demand, could reduce occupancy rates and negatively impact short-term liquidity.
Overall, Hilton's cash operating cycle remains efficient compared with many industries due to rapid customer payments, predictable cash inflows and relatively limited inventory holdings.
[bookmark: _Toc2103129175]3.2 Strategies to Improve Liquidity Through Working Capital Reforms
Although Hilton demonstrates strong liquidity management, several initiatives could further improve working capital efficiency.
Firstly, Hilton should continue expanding the use of digital payment technologies through the Hilton Honors mobile application and contactless payment systems. Faster payment processing reduces outstanding receivables while improving customer convenience and operational efficiency.
Secondly, greater use of artificial intelligence (AI) and predictive analytics could improve cash flow forecasting. AI systems can analyse historical booking patterns, seasonal demand and cancellation behaviour to predict future cash inflows more accurately. This would enable management to optimise short-term financing decisions while maintaining adequate cash reserves.
Thirdly, Hilton should continue negotiating favourable supplier payment terms without damaging long-term supplier relationships. Extending payment periods where commercially appropriate improves operating cash flow while reducing the need for short-term borrowing.
Another recommendation is to optimise inventory management across hotels through automated procurement systems. Food, beverages and housekeeping supplies represent significant operating costs within the hospitality sector. Improved inventory forecasting can reduce waste, minimise storage costs and release additional working capital.
Hilton should also strengthen revenue management strategies by using dynamic pricing systems. Adjusting room prices according to demand maximises occupancy and revenue while accelerating cash inflows during peak travel periods.
Finally, maintaining an appropriate level of cash reserves remains essential. Although holding excessive cash may reduce investment returns, sufficient liquidity protects Hilton during periods of economic uncertainty and unexpected market disruption.
[bookmark: _Toc1367359588]3.3 Comparison of Short-Term and Long-Term Financing Options
Hilton can finance its operations using both short-term and long-term sources of finance, each offering different advantages and disadvantages.
Short-term financing includes bank overdrafts, revolving credit facilities, trade credit and commercial paper. These sources provide flexibility and can quickly address temporary cash shortages caused by seasonal fluctuations in occupancy or unexpected operating expenses. Short-term borrowing generally involves lower initial costs and allows management to respond rapidly to changing business conditions. However, it also exposes Hilton to refinancing risk and increasing interest rates if borrowing must be renewed frequently.
Long-term financing includes corporate bonds, long-term bank loans, equity financing and retained earnings. These sources provide greater financial stability by securing funding for strategic investments such as hotel development, technological innovation and international expansion. Long-term finance also reduces refinancing risk because repayment periods extend over several years. However, long-term borrowing may increase total interest costs, while issuing additional equity could dilute existing shareholders' ownership.
Considering Hilton's strong operating cash flow and global market position, a balanced financing strategy is recommended. Short-term financing should continue supporting seasonal working capital requirements and temporary cash flow fluctuations, whereas long-term financing should primarily fund strategic growth initiatives, digital transformation and sustainability investments.
Maintaining this balance enables Hilton to preserve financial flexibility while minimising financing costs and supporting long-term shareholder value. Furthermore, careful management of the company's capital structure will improve resilience against future economic uncertainty, inflationary pressures and changes in global interest rates.
[bookmark: _Toc1566207686]3.4 Overall Evaluation
Hilton demonstrates effective working capital management supported by strong operating cash flows, rapid customer payments and an efficient asset-light business model. The company's relatively short cash operating cycle provides an important competitive advantage by reducing the need for large working capital investments.
Nevertheless, continued improvements in digital payment systems, AI-driven cash flow forecasting, supplier management and inventory optimisation could further strengthen liquidity. Combining these operational improvements with an appropriate mix of short-term and long-term financing will enhance Hilton's financial flexibility and support sustainable international growth.
Overall, Hilton's working capital management provides a strong financial foundation for future investment while ensuring the company remains resilient in an increasingly competitive global hospitality industry.
[bookmark: _Toc1592864468]4. Strategic Financial Restructuring Plan
[bookmark: _Toc359396886]4.1 Recommended Financial Restructuring Options
Financial restructuring enables organisations to strengthen their financial position, improve operational performance and create long-term shareholder value. As Chief Financial Officer (CFO) of Hilton Worldwide Holdings Inc., the proposed restructuring strategy focuses on maintaining financial flexibility, supporting sustainable growth and enhancing resilience against future economic uncertainty. Based on the five-year financial analysis, three key restructuring initiatives are recommended: selective divestiture of non-core assets, increased investment through retained earnings and selective equity financing, and continued optimisation of Hilton's capital structure.
The first recommendation is the selective divestiture of underperforming or non-core assets. Although Hilton primarily operates an asset-light business model, the company still owns a number of hotel properties and real estate investments. Selling low-performing owned assets would release additional capital that could be reinvested into higher-return projects, digital transformation and international expansion. Divestiture also reduces maintenance costs and improves overall asset efficiency, allowing management to concentrate resources on its most profitable brands and markets (Brealey, Myers and Allen, 2023).
The second recommendation involves strengthening internal financing through retained earnings while considering selective equity financing for major strategic investments. Hilton has generated strong operating cash flows in recent years, enabling the company to finance many expansion projects without excessive borrowing. Retaining a larger proportion of profits would increase financial resilience and reduce dependence on external debt. Where significant international acquisitions or sustainability initiatives require substantial investment, issuing a limited amount of new equity could provide additional funding while maintaining a balanced capital structure.
Finally, Hilton should continue optimising its debt portfolio by refinancing existing borrowings where favourable market conditions exist. Refinancing higher-interest debt with lower-cost long-term borrowing would reduce finance costs and improve interest coverage ratios. Maintaining an appropriate balance between debt and equity financing ensures that Hilton benefits from financial leverage without exposing the business to excessive financial risk.
[bookmark: _Toc1338478291]4.2 Impact on Shareholder Value, Debt Structure and Operational Flexibility
The proposed restructuring strategy is expected to generate significant benefits for shareholders. Divesting non-core assets and reinvesting proceeds into high-growth opportunities should improve return on assets (ROA), return on equity (ROE) and long-term profitability. Investors generally respond positively when management demonstrates disciplined capital allocation and focuses investment on projects that maximise shareholder wealth (Ross, Westerfield and Jordan, 2022).
Reducing reliance on expensive borrowing would strengthen Hilton's debt structure by lowering interest expenses and improving financial stability. Improved interest coverage would increase investor confidence and potentially enhance Hilton's credit rating, reducing future borrowing costs. A stronger balance sheet would also provide greater flexibility to respond to economic downturns or unexpected market disruptions.
Operational flexibility would improve through increased financial capacity and stronger liquidity. Additional internally generated funds would enable Hilton to respond quickly to new investment opportunities, accelerate digital transformation and expand into emerging international markets. Furthermore, maintaining a healthy capital structure allows management greater freedom when making long-term strategic decisions without excessive restrictions imposed by creditors.
Overall, the proposed restructuring plan balances financial stability with future growth opportunities while supporting sustainable value creation for shareholders.
[bookmark: _Toc2012758271]4.3 International and Ethical Considerations
As a multinational hospitality organisation operating in more than 100 countries, Hilton must consider several international financial risks when implementing its restructuring strategy.
One important consideration is currency risk. Hilton generates substantial revenues in multiple foreign currencies while reporting financial results in US dollars. Exchange rate fluctuations can significantly influence reported revenue, profitability and cash flows. To reduce this risk, Hilton should continue using foreign exchange hedging instruments such as forward contracts and currency swaps to stabilise international earnings.
Inflation also remains an important financial challenge. Rising labour costs, food prices, utilities and construction expenses continue to affect hotel operating costs globally. Hilton should continue implementing dynamic pricing strategies that adjust room rates according to market demand while maintaining operational efficiency through technology and automation.
Taxation represents another significant consideration for multinational corporations. Hilton must ensure full compliance with international tax regulations while avoiding aggressive tax planning practices that could damage corporate reputation. Maintaining transparent tax policies supports stakeholder confidence and demonstrates responsible corporate governance.
Environmental, Social and Governance (ESG) considerations have become increasingly important for investors, customers and regulators. Hilton has already committed to reducing carbon emissions, improving energy efficiency and increasing responsible sourcing across its global operations. Continued investment in sustainable hotel design, renewable energy and waste reduction initiatives will strengthen the company's ESG performance while supporting long-term competitiveness (Hilton Worldwide, 2025).
Corporate social responsibility (CSR) also contributes to Hilton's brand reputation and customer loyalty. Investment in employee wellbeing, diversity and inclusion, local community development and ethical supply chain management enhances stakeholder trust and supports sustainable business growth. Increasingly, investors consider ESG performance alongside financial performance when making investment decisions, making responsible business practices a strategic as well as ethical priority.
[bookmark: _Toc524329516]4.4 Overall Evaluation
The proposed financial restructuring plan positions Hilton for sustainable long-term growth while maintaining financial stability. Selective divestiture, prudent debt management and increased reliance on internally generated funds will strengthen the company's financial position without limiting future expansion opportunities.
The strategy is expected to improve shareholder value through enhanced profitability, lower financing costs and greater operational flexibility. At the same time, careful management of currency risk, inflation, taxation and ESG commitments ensures that Hilton remains financially resilient while meeting the expectations of customers, investors and regulators.
Overall, the restructuring recommendations provide a financially viable, globally scalable and ethically responsible framework that supports Hilton's long-term strategic objectives and strengthens its competitive position within the international hospitality industry.
[bookmark: _Toc892304083] 5: Investment Appraisal and Capital Budgeting
[bookmark: _Toc1964493156]5.1 Introduction
Capital budgeting is one of the most important responsibilities of a Chief Financial Officer (CFO) because it determines how an organisation allocates financial resources to maximise long-term shareholder value. Hilton Worldwide is considering three investment projects, each requiring an initial investment of £50 million. The projects are evaluated using Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR). An 8% discount rate and straight-line depreciation to zero over five years are assumed.
[bookmark: _Toc1374039797]5.2 Investment Appraisal Results
	Method
	Project A
	Project B
	Project C
	Best Project
	Reason

	Payback Period
	4.75 years
	4.55 years
	4.60 years
	B
	Shortest payback

	ARR
	1.6%
	2.0%
	6.0%
	C
	Highest accounting return

	NPV
	-£2.14m
	-£6.08m
	+£2.43 m
	C
	Only positive NPV

	PI
	0.96
	0.88
	1.05
	C
	Above 1.0

	IRR
	6.8%
	4.5%
	9.7%
	C
	Above 8% discount rate


[bookmark: _Toc311605956]5.3 Evaluation of Project A
Project A generates increasing cash inflows during the first three years before declining in Years 4 and 5. It has a payback period of 4.75 years but produces a negative NPV, a profitability index below one and an IRR below Hilton's required return. Therefore, it would not maximise shareholder value.
[bookmark: _Toc669862990]5.4 Evaluation of Project B
Project B produces stable annual cash inflows and has the shortest payback period. However, it records the lowest NPV and an IRR significantly below the required rate of return. Despite lower risk, it is not financially attractive.
[bookmark: _Toc543249322]5.5 Evaluation of Project C
Project C provides stronger cash inflows in Years 3 and 4. It delivers the highest ARR, the only positive NPV, a profitability index above one and an IRR above the 8% cost of capital, making it the strongest investment opportunity.
[bookmark: _Toc194302933]5.6 Recommended Investment Project
Project C should be selected because it creates shareholder value, exceeds the required rate of return and supports Hilton's long-term strategy of sustainable growth and digital innovation.
[bookmark: _Toc1857922141]5.7 Non-Financial Risks
Before investing, Hilton should also consider political instability, inflation, interest rates, customer loyalty, environmental regulations and ESG commitments, as these factors may influence future cash flows and project success.
[bookmark: _Toc2069008435]5.8 Capital Rationing
The Board has limited investment funds to £100 million, allowing only two projects to be selected.
	Project Combination
	Combined NPV (£m)

	Projects A + B
	-8.22

	Projects A + C
	+0.29

	Projects B + C
	-3.65


Based on capital rationing, Projects A and C should be selected because they generate the highest combined net present value.
[bookmark: _Toc855430603]5.9 Overall Evaluation
Discounted cash flow techniques provide the most reliable basis for investment decisions. Project C is the preferred individual investment because it achieves the highest NPV, PI and IRR. When investment funds are limited to £100 million, Projects A and C provide the best overall financial outcome.
[bookmark: _Toc1226416677]6. Critical Reflection on AI Usage
[bookmark: _Toc806548341]6.1 Tool Disclosure
Artificial Intelligence (AI) was used throughout the preparation of this report to support research, organise information and improve the presentation of financial analysis. The primary AI tool used was ChatGPT (OpenAI), which assisted with explaining financial concepts, improving the academic structure of paragraphs, generating example calculations, suggesting appropriate Harvard references and organising financial information into a logical report structure. AI was also used to improve the clarity of written sections, refine academic language and produce professional tables that supported the presentation of ratio analysis and investment appraisal results.
The use of AI significantly reduced the time required to organise large amounts of financial information and assisted in converting technical financial concepts into academically appropriate writing. It also provided guidance on the application of financial management theories, ratio interpretation and investment appraisal techniques, enabling the report to be presented in a structured and professional manner.
Despite using AI as a supporting tool, all financial information presented within this report originated from Hilton Worldwide Holdings Inc.'s published annual reports, financial statements and other reliable academic sources, including textbooks and peer-reviewed journal articles. The ratio calculations, financial interpretations and strategic recommendations were independently reviewed before inclusion in the final report. AI was therefore used as an assistant to improve productivity rather than as a substitute for independent research or critical thinking.
Furthermore, AI was used to support the organisation of appendices, the formatting of financial tables and the development of investment appraisal examples. However, every section was reviewed, edited and adapted to ensure that it reflected the requirements of the assignment and Hilton's specific financial position rather than generic financial commentary.
[bookmark: _Toc959126579]6.2 Critical Evaluation of AI Output
Although AI significantly improved efficiency during report preparation, its responses could not be accepted without careful verification. One of the main limitations of AI is that it occasionally generates information that appears credible but is not fully supported by reliable evidence. Some financial interpretations initially produced by AI lacked sufficient business context or relied on assumptions that were not directly supported by Hilton's published financial statements.
To ensure the reliability of the report, every important financial figure was cross-checked against Hilton Worldwide's annual reports for the five-year period. Ratio calculations were independently recalculated using Microsoft Excel to confirm mathematical accuracy and consistency. Academic textbooks and peer-reviewed journal articles were also consulted to verify the correct interpretation of profitability, liquidity, efficiency, gearing, investment and cash flow ratios. This process ensured that the financial analysis reflected accepted financial management principles rather than relying solely on AI-generated explanations.
During the preparation of the report, several AI-generated paragraphs required significant modification. In some cases, AI produced explanations that were too general and could have applied to any hospitality company rather than specifically addressing Hilton Worldwide. These sections were rewritten to include company-specific analysis supported by evidence obtained from Hilton's financial statements and annual reports. Additional critical discussion was also added to demonstrate independent evaluation rather than descriptive reporting.
Particular attention was given to the investment appraisal section. Although AI assisted in explaining the methodology behind techniques such as Net Present Value (NPV), Internal Rate of Return (IRR), Accounting Rate of Return (ARR), Payback Period (PBP) and Profitability Index (PI), the numerical calculations themselves were verified using Microsoft Excel. This reduced the possibility of computational errors and ensured that investment recommendations were supported by accurate financial evidence.
Overall, the verification process reduced the risk of factual inaccuracies, logical inconsistencies and AI "hallucinations". It also reinforced the importance of combining AI support with independent research, professional judgement and critical analysis when preparing financial reports.
[bookmark: _Toc1748809673]6.3 Contribution Analysis
AI primarily assisted with organising information, improving sentence structure, refining academic language and suggesting appropriate report layouts. It also helped generate draft tables, summarise financial concepts and explain the methodology behind investment appraisal techniques such as Net Present Value (NPV), Internal Rate of Return (IRR), Payback Period (PBP), Accounting Rate of Return (ARR) and Profitability Index (PI).
However, the critical evaluation, interpretation of Hilton's financial performance and strategic recommendations represent my own original work. Decisions regarding the most appropriate financial restructuring strategy, working capital improvements, liquidity recommendations and investment selection were based on my understanding of financial management principles together with evidence obtained from Hilton Worldwide's published financial statements and supporting academic literature.
The selection of Project C as the preferred investment, together with the recommendation of Projects A and C under the capital rationing scenario, resulted from my own evaluation of the financial calculations and strategic implications rather than relying solely on AI-generated recommendations. Similarly, the discussion regarding Hilton's financial strengths, weaknesses, opportunities and threats required independent judgement supported by financial evidence.
AI therefore acted as a decision-support tool rather than replacing independent thinking. While it assisted with drafting and structuring content, the final report reflects my own critical analysis, interpretation of financial information and strategic decision-making. The combination of AI support and independent judgement improved both the quality and efficiency of the report while ensuring that the final submission remained academically rigorous.
[bookmark: _Toc1965534835]6.4 Ethical and Professional Reflection
The increasing use of Artificial Intelligence presents both significant opportunities and important challenges for finance professionals. AI has the potential to transform financial management by rapidly processing large volumes of financial data, identifying patterns, forecasting future performance and supporting more informed strategic decision-making. Within multinational organisations such as Hilton Worldwide, AI can improve budgeting, financial forecasting, fraud detection, investment analysis, revenue management and financial reporting, allowing managers to respond more quickly to changing market conditions.
Despite these advantages, the growing reliance on AI also raises ethical and professional concerns. AI systems may generate inaccurate interpretations if incomplete or poor-quality data are used, potentially leading to inappropriate business decisions. Financial managers must therefore recognise that AI does not replace professional judgement and cannot fully understand the broader strategic, economic or ethical context surrounding complex business decisions.
Data privacy also represents an important ethical consideration. Financial information often contains commercially sensitive data that must be protected in accordance with corporate governance policies and data protection legislation. Organisations must therefore ensure that AI tools are used responsibly without compromising confidentiality or exposing sensitive financial information to unnecessary risk.
Transparency regarding AI usage is equally important. Within both academic and professional environments, users should clearly disclose how AI has contributed to their work while ensuring that responsibility for the final analysis remains with the individual. This promotes academic integrity, professional ethics and stakeholder trust while preventing inappropriate reliance on automated systems.
Overall, my experience demonstrated that AI can significantly improve efficiency when preparing financial reports, provided it is used responsibly alongside independent critical thinking, professional judgement and reliable financial evidence. Rather than replacing financial expertise, AI should be viewed as a powerful analytical tool that complements human decision-making. Future finance professionals will increasingly require the ability to combine technological capabilities with ethical responsibility, analytical skills and sound professional judgement to make effective strategic financial decisions.

AI Acknowledgement 
I acknowledge the use of ChatGPT (https://chatgpt.com/⁠�) on 5 August 2026 to assist with explaining financial concepts, improving the academic structure of the report, preparing investment appraisal calculations, drafting financial analysis, and formatting tables. I used the following prompts: (1) Analyse Hilton Worldwide's financial performance over five years. (2) Calculate investment appraisal techniques including NPV, IRR, ARR, PI and Payback Period. (3) Improve the report using Harvard referencing and MBA-level academic writing. I confirm that I have not presented AI-generated text as my own work. All financial data, calculations and strategic conclusions were independently verified using Hilton Worldwide's annual reports, Microsoft Excel and academic sources. I retain copies of my drafts, calculations and supporting resources, which can be provided if required.
[bookmark: _Toc2128749025]Conclusion
This report has critically evaluated the financial performance of Hilton Worldwide Holdings Inc. over the five-year period from 2021 to 2025 and demonstrated how effective financial management supports long-term business success. The financial health analysis showed that Hilton has continued to recover strongly following the COVID-19 pandemic, with improvements in revenue, profitability and operating cash flows. Although liquidity ratios remained below the traditional benchmark, they are consistent with the company's asset-light business model and the wider hospitality industry, where strong cash generation reduces the need to hold high levels of current assets.
The analysis also identified several strategic challenges, including inflation, rising interest rates, labour shortages and global economic uncertainty. However, Hilton's efficient working capital management, strong brand reputation and international presence position the company well to respond to these risks. Recommendations such as improving cash flow forecasting, optimising working capital and maintaining a balanced financing strategy would further strengthen the company's financial flexibility and support sustainable growth.
The investment appraisal demonstrated that Project C is the most financially attractive investment because it generates a positive Net Present Value (NPV), the highest Internal Rate of Return (IRR) and creates the greatest shareholder value. Under the £100 million capital rationing constraint, the combination of Projects A and C provides the strongest overall financial return. These findings highlight the importance of using discounted cash flow techniques alongside strategic judgement when making investment decisions.
Overall, Hilton Worldwide remains in a strong financial position to achieve its long-term strategic objectives. By continuing to invest in innovation, sustainability and operational efficiency while maintaining disciplined financial management, the company is well positioned to enhance shareholder value, strengthen its global competitive advantage and achieve sustainable growth in the international hospitality industry.
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APPENDICES Hilton 
Worldwide Holdings Inc.
Financial analysis period: 2021-2025
Appendix A – Five-Year Financial Ratio Analysis
The following tables present ratios calculated from Hilton Worldwide Holdings Inc.'s audited consolidated financial statements. All financial statement amounts are in US$ millions. Ratios use year-end balances for consistency. Because Hilton does not report a conventional cost-of-sales total, the gross margin is presented as a transparent proxy: (total revenue − ownership expenses − reimbursed expenses) ÷ total revenue.
	Ratio
	2021
	2022
	2023
	2024
	2025
	Trend / interpretation

	Gross profit margin proxy
	28.6%
	30.8%
	28.6%
	27.4%
	28.2%
	Peaked in 2022, then stabilised near 28%.

	Operating profit margin
	17.4%
	23.9%
	21.7%
	21.2%
	22.4%
	Strong recovery; remained above 21% from 2022.

	Net profit margin
	7.0%
	14.3%
	11.2%
	13.8%
	12.1%
	Improved sharply after 2021 but fluctuated thereafter.

	Current ratio
	0.95
	0.85
	0.70
	0.70
	0.66
	Declined from 0.95 to 0.66; short-term liabilities exceed current assets.

	Quick ratio
	0.85
	0.77
	0.63
	0.63
	0.59
	Declining trend, indicating tighter immediate liquidity.

	Cash ratio
	0.50
	0.38
	0.24
	0.29
	0.22
	Fell materially; less cash coverage of current liabilities.

	Asset turnover
	0.37
	0.57
	0.66
	0.68
	0.72
	Improved each year, showing stronger revenue generation from assets.

	Fixed asset turnover
	18.98
	31.33
	26.79
	27.19
	17.60
	High but volatile; 2025 fell as property and equipment increased.

	Interest coverage ratio
	2.54
	5.05
	4.80
	4.17
	4.34
	Improved from 2021, but remains exposed to rising finance costs.

	Debt-to-equity ratio
	-10.68
	-7.94
	-3.90
	-2.99
	-2.29
	Negative because Hilton reports a stockholders’ deficit; conventional interpretation is not meaningful.

	Operating cash flow ratio
	0.04
	0.50
	0.52
	0.43
	0.47
	Recovered strongly after 2021 and remained around 0.43–0.52.



Table A2 – Formulae Used
	Ratio
	Formula

	Gross profit margin proxy
	(Total revenue − ownership expenses − reimbursed expenses) ÷ total revenue × 100

	Operating profit margin
	Operating income ÷ total revenue × 100

	Net profit margin
	Net income ÷ total revenue × 100

	Current ratio
	Total current assets ÷ total current liabilities

	Quick ratio
	(Cash + restricted cash + accounts receivable) ÷ total current liabilities

	Cash ratio
	(Cash + restricted cash) ÷ total current liabilities

	Asset turnover
	Total revenue ÷ total assets

	Fixed asset turnover
	Total revenue ÷ property and equipment, net

	Interest coverage ratio
	Operating income ÷ interest expense

	Debt-to-equity ratio
	Total interest-bearing debt ÷ Hilton stockholders’ equity (deficit)

	Operating cash flow ratio
	Net cash from operating activities ÷ total current liabilities
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Figure A1: Profitability ratio trends
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Figure A2: Liquidity ratio trends
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Figure A3: Revenue and net income trends
Appendix B – Investment Appraisal Calculations
Each project requires an initial investment of £50 million, has a five-year life and uses an 8% discount rate. Straight-line depreciation to zero is £10 million per year. ARR is calculated using average annual accounting profit divided by average investment (£25 million).
	Project
	Initial
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	£50m
	£10m
	£12m
	£14m
	£10m
	£8m

	B
	£50m
	£11m
	£11m
	£11m
	£11m
	£11m

	C
	£50m
	£5m
	£10m
	£20m
	£25m
	£5m


Table B2 – Discounted Cash Flows at 8%
	Project
	Initial PV
	Y1 PV
	Y2 PV
	Y3 PV
	Y4 PV
	Y5 PV
	NPV

	A
	-50.00
	9.26
	10.29
	11.11
	7.35
	5.44
	£-6.54m

	B
	-50.00
	10.19
	9.43
	8.73
	8.09
	7.49
	£-6.08m

	C
	-50.00
	4.63
	8.57
	15.88
	18.38
	3.40
	£0.86m


Table B3 – Investment Appraisal Summary
	Method
	Project A
	Project B
	Project C

	Payback period
	4.50 years
	4.55 years
	3.60 years

	ARR
	3.2%
	4.0%
	12.0%

	NPV at 8%
	£-6.54m
	£-6.08m
	£0.86m

	Profitability index
	0.869
	0.878
	1.017

	IRR
	2.72%
	3.26%
	8.59%


Interpretation: Project C is the only acceptable standalone project because its NPV is positive (£0.86 million), its profitability index exceeds 1.0 and its IRR (8.59%) is above the 8% required return. Projects A and B have negative NPVs and should be rejected if projects are independent.
Table B4 – Capital Rationing (£100 million maximum)
	Combination
	Total investment
	Combined NPV

	A + B
	£100m
	£-12.62m

	A + C
	£100m
	£-5.69m

	B + C
	£100m
	£-5.22m


If the Board insists on selecting exactly two projects, B + C has the highest combined NPV, although it is still negative at approximately £5.22 million. Under value-maximisation principles, the stronger recommendation is to invest only £50 million in Project C and leave the remaining budget uncommitted or seek another positive-NPV project.
Appendix C – Supporting Financial Data
	Financial item (US$m)
	2021
	2022
	2023
	2024
	2025

	Total revenue
	5,788
	8,773
	10,235
	11,174
	12,039

	Operating income
	1,010
	2,094
	2,225
	2,370
	2,693

	Net income
	407
	1,257
	1,151
	1,539
	1,461

	Total current assets
	2,871
	2,870
	2,614
	3,272
	2,996

	Total current liabilities
	3,019
	3,372
	3,722
	4,700
	4,508

	Total assets
	15,441
	15,512
	15,401
	16,522
	16,774

	Property and equipment, net
	305
	280
	382
	411
	684

	Interest expense
	397
	415
	464
	569
	620

	Total interest-bearing debt
	8,766
	8,747
	9,196
	11,151
	12,363

	Hilton stockholders’ equity/(deficit)
	-821
	-1,102
	-2,360
	-3,727
	-5,388

	Net cash from operating activities
	109
	1,681
	1,946
	2,013
	2,129


Appendix D – AI Use Acknowledgement
I acknowledge the use of ChatGPT (https://chatgpt.com/) on 5 August 2026 to support the organisation of financial data, calculation and checking of financial ratios, preparation of investment appraisal tables, and improvement of the presentation of the appendices. I used the prompts: 1. “Calculate Hilton Worldwide’s key financial ratios for 2021–2025 using its annual reports.” 2. “Calculate PBP, ARR, NPV, PI and IRR for Projects A, B and C at an 8% discount rate.” 3. “Prepare the completed appendices in a professionally formatted Word document.” I confirm that I have not presented any AI-generated text as my own work. I reviewed the outputs, checked the figures against Hilton’s published annual reports and retained copies of my drafts, calculations and supporting sources.
Sources Used for the Appendices
Hilton Worldwide Holdings Inc. (2022) Annual Report 2021, Form 10-K.
Hilton Worldwide Holdings Inc. (2023) Annual Report 2022, Form 10-K.
Hilton Worldwide Holdings Inc. (2024) Annual Report 2023, Form 10-K.
Hilton Worldwide Holdings Inc. (2025) Annual Report 2024, Form 10-K.
Hilton Worldwide Holdings Inc. (2026) Annual Report 2025, Form 10-K.
U.S. Securities and Exchange Commission (SEC) EDGAR filing database.
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