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[bookmark: _Toc103801047]a) Horizontal Ratio Analysis
The horizontal analysis of a financial statement talks about the comparative analysis of the financial ratio and the line items over the two accounting periods. It is commonly known as the trend analysis, which allows the financial analyst and users of accounting information to assess the relative changes in different line items in the income statement and balance sheet over two years. 
	Income statement 2019 & 2020

	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
	5145000
	54%

	Cost of goods sold
	3,724,000
	7,017,000
	3293000
	47%

	Gross profit
	583,000
	2,435,000
	1852000
	76%

	Operating Expenses
	702,000
	859,000
	157000
	18%

	Operating income
	-119,000
	1,576,000
	1695000
	108%

	Interest Expense
	429,000
	414,000
	15000
	4%

	Total Other income/ expenses net 
	-376,000
	82,000
	458000
	559%

	Income before taxes
	-924,000
	1,244,000
	2168000
	174%

	Net income
	-715,000
	881,000
	1596000
	181%



In the table, the income statement of HLT is mentioned along with a horizontal analysis for the years 2019 and 2020. It can be observed that the sales of HLT have declined by 54% or $5145000. Due to a major decline in the sales of the hospitality business, the cost of goods sold as well as the gross profit showed a declining trend of 47% and 76%, respectively. The cost of goods sold for 2020 was $3724000 in comparison to $7017000, whereas the gross profit declined from $2435000 to $583000 in 2020. The operating expenses of HLT for 2019 and 2020 were $859000 and $702000, which indicates a decline in the cost of the business by 18% within a year. It shows a positive implication that the MNC hospitality business has been able to curb its expenses. Unfortunately, HLT suffered an operating loss of $119000 in 2020 due to the Covid-19 pandemic against $1576000 an operating profit. This marks a 108% negative trend in operating income. The interest expense increased by 4% or $15000 within a year. The net income/expense reflected a negative trend of 559% from $82000 net income to -$376000 as a net expense. The income before taxes experienced a negative trend of 174% or a $2168000 change from 2019 to 2020, and lastly, the net income of HLT in 2019 was $881000, which slid down to -$715000 in 2020, causing a change of $1596000 or 181%. 

	Balance Sheet 2019 & 2020

	Hilton Worldwide Holdings Inc. (HLT)

	
	2020
	2019
	Change
	% Change

	Current Asset
	4,202,000
	2,093,000
	2109000
	101%

	Non Current Asset
	15,810,000
	12,558,000
	3252000
	26%

	Total Asset
	16,755,000
	14,957,000
	1798000
	12%

	Current Liabilities
	2,431,000
	2,871,000
	440000
	15%

	Non current Liabilities
	15,810,000
	12,558,000
	3252000
	26%

	Total Liabilities
	18,241,000
	15,429,000
	2812000
	18%

	Common Stock
	3,000
	3,000
	0
	0%

	Retained Earnings
	-6,732,000
	-5,965,000
	767000
	-13%

	Total Stockholders' Equity
	-1,490,000
	-482,000
	1008000
	-209%

	Total Liabilities and Stockholder
	16,755,000
	14,957,000
	1798000
	12%



The horizontal analysis of the balance sheet for 2019 and 2020 of HLT depicts a positive trend in the value of the current asset by 101%. The current asset for 2019 and 2020 of the company was $20903000 and $4202000, respectively. Similarly, the non-current assets showed an increase in the value from $12558000 in 2019 to $15810000 in 2020, which is 26%. The total assets of HLT, therefore, increased by $1798000 or 12%, from $14957000 to $16755000 from 2019 to 2020. On the other hand, the current liabilities remarked a decrease in the value from $2871000 to $2431000 or $440000 in 2019 and 2020. This indicates a decline in the short-term liability of the business by 15%, which is a good financial indicator. However, HLT borrowed long-term liabilities worth $2812000 in 2020, causing an increase in non-current liabilities from $12558000 to $15810000 or 26%. The cumulative impact of total liabilities for HLT for the year 2020 was a $2812000 or an 18% positive trend. This means that the total liabilities of the company increased from $15429000 in 2019 to $18241000 in 2020. There has not been any change in the common stock of the business, and it remained fixed at $3000. The retained earnings of HLT negatively increased due to further net loss incurred by the hotel and caused the value to appreciate by $767000 or -13%. The total stockholder’s equity indicated a negative trend of -209% or -$10008000 when it increased from -$482000 to -$1490000. 
Based on the above trend analysis of HLT, it can be said that in the forthcoming year, the company shall not make any large improvement in its income statement and balance sheet as the proportion of loss or expenses and liabilities are too high for 2020 to be set off in the following years.
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1. Analysing of financial statements of the Hotel industry
Interpretation of the data and financial statements is essential for internal and external shareholders of the hotel industry. Using ratio analysis, the numbers from the balance sheet and income statements can be interpreted (Mueller and Sensini, 2021). It is also essential to understand the growth of dividend payments and the earnings powers of the hotel industry in the long run. On the basis of the result of the ratio analysis, the equity investors became interested in investing in this company. It also ensures the creditors of the hotel industry get their repayments at the right time.
2. Analysis of operational efficiency of the Hotel industry
Ratio analysis helps to understand the degree of efficiency of international hotel management. Account receivable turnover, inventory turnover ratio and fixed asset turnover ratios can be compared with other peers in the hotel industry and help to analyse which companies are in a better position than the others (Sheel, 2019.). Efficiency ratios are critical as the improvement leads to the growth in profitability of this industry.  
3. Helps in understanding profitability
Through analysing profitability ratios, one can understand how much profit can be obtained by a company in the hotel industry. Return on equity and return on asset helps to understand the earnings of this company (Zheng and Tsai,  2019). Both of these ratios clarify how well a company in this industry uses its investors' money. Gross profit and net profit margin help to analyse the company's ability to make a profit.
4. Liquidity of the hotel industry
Liquidity specifies whether a company in this industry is able to pay its short-term debts or not. The short term debts like salaries, tax payable, sundry creditors or outstanding expenses are paid off by the companies within an operating cycle (Al-Wattar et al., 2019). In addition to this, current and quick ratios are used to measure the liquidity of a company.
5. Helps in understanding business risks 
The importance of Ratio analysis is to understand the business risks of Hilton Worldwide Holdings Inc, a popular hotel company. Calculating financial and operating leverages helps this company to identify the business risks, where its profitability is concerning its outstanding debt and fixed cost deployment. 
6. Helps in identifying financial risks
Ratio analysis helps to identify the financial risks of this company. The leverage ratio, DSCR ratio, leverage ratio, and interest coverage ratio help Hilton Worldwide Holdings Inc to understand how it is dependent on the external capital and whether it is capable of repaying debt using its wealth (Johnson et al., 2019). It also assesses this company's capital structure and presents the risk level. This company manages its outstanding debt, which is critical to its financial soundness and operating ability of it. Debt level and debt management impact a company's profitability. If more funds are required to reduce debt, the net profit margin can not be invested in growth. Some financial ratios are also used by analysts and investors to understand the financial risk level and financial health of this company through using debt-to-equity ratio, DCL and so on. 
7. Planning and future forecasting of the hotel industry
Managers and analysts of this hotel industry can find a trend and apply it for future forecasting of budget and other expenses. The investors and external shareholders of this company use the outcome of ratio analysis for making critical decisions making and analysing whether they invest in this company or not.  
8. Compare the performance with other companies
By using the ratio analysis, the hotel industry can compare the strengths and weaknesses of each company in this industry. The ratios are also be compared with this company's previous ratio to analyse whether the financial result of this company has progressed or not 
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Ratio analysis identifies the most critical financial parameters of the business and financial statements of Hilton Worldwide Holdings Inc. Despite being a  helpful technique for the interpretation of financial statements, it has some limitations for analysing. 
1. Not understanding the business size
Ratio analysis diverts the attention of the investors, equity and preference shareholders and debtors of this company from its business size. The financial statements of this business do not consider the business side of the Hilton Worldwide Holdings Inc company, and these factors also impact the company's performance.
2. Contingent liability is not taken into account
Ratio analysis does not consider Contingent liability which depends on litigation matters and some external factors. If it results in adverse outcomes for business, such events seriously impact the company's financial position. Still, Ratio analysis does not consider it (Yousaf et al., 2021).
3. Not incorporate uniform accounting policies
Ratio analysis can not incorporate the effect of Accounting policies to identify income and expenses (Yang, 2019). Depreciation based on the Straight line and declining balance method shows different net profits in the financial statement. It impacts a company's currency movements differently, but Ratio Analysis does not incorporate the same in the financial statements.
4. Not used to compare different industries
Another limitation is that it is not standardised for every industry. Different business operations of different industries are hard to explain based on the outcome of ratio analysis. In the case of the hotel industry, assets are not required so much to be revalued every year, which impacts the result of comparison with other industries on the basis of ratio analysis. Moreover, the standard of ratio analysis is not the same for all industries and makes it difficult to compare different companies based on their standard financial ratios.
5. Not consider the impact of market condition
The outcome of the ratio analysis does not show the impact of the market conditions on the business performance of Hilton Worldwide Holdings co. So, the investors can not understand its business position. Outstanding debt receivable of this company during a year with the sale increase is considered as bad compared to a recession period. 
6. Not consider the impact of inflation
Ratio analysis does not incorporate the effect of inflation and the price hike in the hotel industry. The liquidity, solvency, profitability ratios and activity performances always fluctuate in different years (Úbeda-García et al., 2021). It analyses and compares the performances of various hotels in this industry and also summarises their performance variables but does not consider the rate of inflation when it occurs. As the revenue of the company remains the same in real terms, inflation can not be understood this way. 
7. Manipulation of financial statements
Ratio analysis is based on the information that is collected from the financial statements of the hotel industry. All this information is manipulated by the management of this company to understand the actual performance and business results. It does not accurately reflect the nature of the business as the misrepresentation of the given information can not be detected by such analysis. Relevant facts and information may also be hidden here.
8. Failure to capture the impact of seasonal change
Another limitation of ratio analysis is that it fails to capture the seasonality effect of the business, whereas this factor greatly impacts the business of the hotel industry. If seasonal factors are not taken into consideration, inventory level shows an unlikely spike in the hotel business, but ratio analysis fails to undertake it (Siripipatthanakul et al., 2021). When it happens, the comparison of financial metrics before and after seasonal change gives the wrong conclusion about the current performance and future prospects of this company in the hotel industry.
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