1. Introduction

The Cash Conversion Cycle (CCC) measures the time (in days) it takes for a company to convert its investments in inventory and other resources into cash flows from sales. It is calculated as:

CCC = Inventory Days (DIO) + Receivable Days (DSO) – Payable Days (DPO)

· A positive CCC means the company uses its own cash to fund operations.
· A negative CCC means the company uses suppliers' money to fund operations (a sign of strong working capital management).

This report analyzes Hilton's CCC for the five years from 2021 to 2025, based on data extracted from the company's annual 10-K filings.

2. Year-on-Year Analysis & Interpretation

2021 (CCC: -761.9 days)

· Highest negative CCC in the five-year period.
· DPO was extremely high (842.6 days) , indicating that Hilton significantly delayed supplier payments during the post-COVID recovery phase to preserve cash.
· DSO was also high (67.3 days) due to slower collections as the hospitality industry was still recovering.
· Key Insight: The company strategically used supplier financing to survive the downturn.

---

2022 (CCC: -588.1 days)

· Significant improvement of ~174 days (CCC became less negative).
· DPO dropped to 654.3 days – suppliers were paid faster as business normalized.
· DSO improved to 55.2 days – faster collections as travel demand recovered.
· Key Insight: Working capital management improved as operations stabilized.

---

2023 (CCC: -568.7 days)

· Further marginal improvement (CCC increased by ~19 days).
· DPO decreased to 632.9 days – continued optimization of payment cycles.
· DSO remained stable at 53.0 days.
· Key Insight: Hilton maintained a disciplined approach to working capital.

---

2024 (CCC: -623.9 days)

· Slight deterioration (CCC became more negative by ~55 days).
· DPO increased to 688.6 days – Hilton extended payment terms with suppliers again.
· DSO improved to 51.7 days – best performance in collections during the period.
· Key Insight: The company strategically increased payables to fund growth and share buybacks.

---

2025 (CCC: -713.2 days)

· Significant drop (more negative by ~89 days).
· DPO surged to 779.4 days – the highest since 2021.
· DSO reached its lowest point at 51.2 days – excellent receivables management.
· Revenue grew 7.7% (from $11,174M to $12,039M), showing that the company used supplier financing to fuel expansion.
· Key Insight: Hilton continues to leverage its bargaining power with suppliers to maintain a strong cash position, enabling growth and shareholder returns.

---

3. Overall Conclusion

Hilton has consistently maintained a negative Cash Conversion Cycle over the five-year period.

This is a clear indicator of superior working capital management:

· The company collects cash from customers quickly (DSO improved from 67 to 51 days).
· It pays suppliers slowly (DPO is consistently high, ranging from 633 to 843 days).
· As a result, Hilton effectively uses suppliers' money to fund its day-to-day operations and growth.

This strategy has allowed Hilton to:

· Preserve cash during the COVID-19 pandemic (2021).
· Normalize operations post-pandemic (2022–2023).
· Fund growth and share repurchases (2024–2025).

Recommendation: Hilton should continue to monitor supplier relationships to ensure that extended payment terms do not negatively impact supply chain stability or lead to higher costs in the future.
