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Executive Summary

The primary goal of this research is to examine Hilton Worldwide Holdings Inc.'s financial situation (HLT). This report also illustrates that importance of using financial statements by the hospitality managers in the hospitality industry. However, the year 2019 was more profitable as compared to the 2020. The spread of the pandemic, which impacted the worldwide hotel business, might be the explanation. As a result, hotel executives must design their financial structures in such a way that they are prepared to deal with any unexpected situation, such as the COVID-19 pandemic.
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Introduction

Financial analysis is the backbone of any profitable or non-profitable organization since it helps the organizations to investigate their financial matters to ensure smooth operational activities. In this report, Hilton Worldwide Holdings Inc. (HLT) is being discussed and the fiscal year 2019 and 2020 has been selected. The rationale to select these years is to have an insight about the financial conditions of the most disrupted years because of the COVID-19 pandemic. The hospitality industry was one of the most effected among other since the travel restrictions and prolonged lockdown let the tourist to be bounded in their homes (Crespí-Cladera, et al., 2021). The purpose for choosing these years is to get insight into the financial situation of the years that were most impacted by the COVID-19 epidemic. Regardless of market size, the financial structures of the hospitality business were damaged by the epidemic, even though it is one of the most economically profitable industries in some states (Penela & Serrasqueiro, 2019). 

Financial Analysis

Table 1: Income Statement for hotel
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	3.60%
Total Other income/ 	expenses net 	-376,000	82,000	-458,00	-559%
Income before taxes	-924,000	1,244,000	-2,168,000	-174%
Net income	-715,000	881,000	-1,596,000	-181%


Table 2: Balance Sheet for hotel

	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%



Table 3: Ratio Analysis

Ratio	2020	2019
Current Ratio	4,202,000/2,431,000 = 1.73	2,093,000/2,871,000 = 0.73
Debt to Equity	1,8241,000/1,490,000 = 12.24	15,429,000/482,000 = 32.01
Assets Turnover	4,307,000/16,755,000 = 0.25	9,452,000/14,957,000 = 0.63
Gross Profit Margin	583,000/4,307,000 = 13.54%	2,435,000/9,452,000 = 25.76%


The tables above illustrate percentage changes in several elements of the business's financial statements, as well as certain key ratios. The current pandemic has hurt the business badly (Gehrke & Weber, 2020). The revenues of the company have decreased by 54%. The operational results for the business show a loss in the current year. 
Financial ratios are used to assess the performance of the business and compare it over time and with the peers. The current ratio, which is computed by dividing current assets by current liabilities, is the first ratio to consider (Menicucci, 2018). The ratio is calculated using the 2:1 rule, which states that the company should have $ 2 in current assets for every dollar in current liabilities. There has been an improvement in the current ratio from 2019 to 2020 which can be attributed to the increase in the current assets or a decrease in current liabilities. The company's current assets have significantly increased while their current liabilities have significantly decreased as a result of recent business performance. Because of the ongoing pandemic, the company has been able to build up a significant amount of current assets while simultaneously reducing the amount of current liabilities it must pay. Because of this, there has been a decrease in the number of operational activities.
It is also essential to take into consideration the shifts that have taken place in everyone’s current assets and current obligations (Alzoubi & Jaaffar, 2020). It will be to the benefit of the corporation to see an increase in their current ratio if their current assets, such as cash and cash equivalents, have grown. The decrease in operating operations is likely to blame for the reduction in the current obligations that have been incurred. The ratio of a company's debt to its equity serves as an indicator of its capital structure. Debt and equity are the two primary kinds of investments that can be made in a company to raise capital (Penela & Serrasqueiro, 2019). The decline in the ratio from 2019 to 2020 can be ascribed to either a reduction in the amount of debt or an increase in the amount of equity. The reduction in the amount of debt will also lead to a reduction in the amount of interest expense, which will lead to an increase in the company's profitability. The primary risk associated with equity financing is the potential for management to lose control over the operations of the business (Wut, et al., 2021). The debt-to-equity ratio for the company should ideally be at a value of 0.5, which indicates that the company should have an equal amount of debt and equity (Hartmann, 2012).
The gross profit margin is particularly significant since it demonstrates the company's ability to handle direct expenses, such as the cost of products sold (Dimitropoulos, et al., 2019). From 2019 to 2020, the company's gross profit has decreased dramatically. The drop can largely be attributable to a drop in sales. As a consequence of this, the cost of goods sold has not decreased in the same proportion as sales, which has led to a greater decrease in gross profit in comparison to sales. To make the situation better, the company needs to exercise greater expense control than it does over the decline in sales to ensure that the company's gross profit does not drop by a significant amount. The decline in gross profit will have an effect not only on individual income statements but also on the overall income statement of the company. Therefore, to manage the overall profitability of the business, the company needs to investigate the various ways in which it can reduce its cost of goods sold.

Financial Analysis Trends

Horizontal ratio 		2019	2020
gross profit margin	gross profit/sale	0.257617	0.135361
net profit margin	net profit/sale	0.093208	-0.16601
current ratio	current asset/current liability	0.729014	1.728507
gearing ratio	total debt/ total assets	1.031557	1.08869


The above table shows the trends for the different ratios for the company. The gross profit margin has been halved from 2019 to 2020. The net profit has converted to a negative amount in 2020. The current ratio has improved significantly from the year 2019 to 2020 but the increase has resulted in the accumulation of cash and other current assets improving the current ratio. The gearing ratio has decreased slightly for the company showing a decrease in the total debt or an increase in the total assets. In the current scenario, the increase in total assets will be the most appropriate assumption for the company because the debt-to-equity ratio has also decreased for the company. 
The quantitative assessment of the information contained in a company's financial records can be aided by the utilisation of ratio analysis (Gehrke & Weber, 2020). It is also helpful in comparing the performance of an organisation to that of its peers operating in the same industry regarding certain indicators. There is a wide range of forms and applications for financial ratios due to the diverse range of circumstances in which they might be used. Additionally, the same ratio can be interpreted and viewed in a variety of ways by various people. For our investigation, it is not necessary for us to take into account all of the ratios or components. In practise, particular ratios are utilised for a variety of purposes, including but not limited to credit analysis, fund raising, loan syndication, equity research, and so on. These ratios are situationally dependent. Financial analysts may, in addition to using traditional ratios, be needed to generate bespoke ratios on the fly that are specific to the organization's or client's job and are very essential to its success (Kim, et al., 2019).
Debt Ratio, Gross Profit Margin Ratio, Times Interest Earned, Accounts Receivable Turnover, Net Return on Sales, and other significant ratios are employed by the general manager of a big hotel. These data are crucial since they provide useful indicators for analysing a hotel's financial reporting. Comparisons may be made with previous periods as well as industry benchmark ratios using these financial ratios (Hartmann, 2012). Finding a standard that can be used as a benchmark might be challenging. Therefore, it is highly important to carry out these kinds of analyses effectively to find the root cause the issues and to develop the strategies that can prove to be beneficial in this regard. 



As it can be seen through the graph that the year 2019 was more profitable than the year 2020 since the profitability ratios turned out to be lessen while the increase in debt and total liabilities led the current and gearing ratio to be increased. Considering the gearing ratio of the organization, it is greater in 2020 than in 2019 because of the pandemic the company had owed greater amount of liabilities as compared to their assets, also the current ration shows the heavy liabilities over assets. The working capital was no managed properly in the organization and it resulted in the negative net profit margin and lower gross profit margin. Because of the pandemic, the corporation owed more liabilities than assets in 2020 than it did in 2019, and the present ration reflects the high liabilities over assets. The organization's working capital was mismanaged, resulting in a negative net profit margin and a reduced gross profit margin.
PART B

Ratio analysis aids in the quantitative examination of data included in a company's financial accounts. It also aids in comparing an organization's performance to that of its peers in the same industry on specific metrics. Financial ratios come in a variety of shapes and sizes, and they're employed in a variety of situations. Ratio analysis is a useful management approach that can help you better understand financial results and patterns across time while also providing important indicators of organisational efficiency. To build goals and initiatives, managers will use ratio analysis to discover strengths and weaknesses (Ntounis, et al., 2022).
The quantitative assessment of data included in a company's financial accounts is aided by ratio analysis. It aids in comparing an organization's performance to that of its peers in the same industry on specific metrics. Also, different users can interpret and view the same ratio in different ways (investors, creditors, and management), therefore, it is considered to very crucial for important for taking any decision (Alzoubi & Jaaffar, 2020). 

PART C

Ratio analysis is used to determine a company's or organization's operational efficiency. It provides critical information about a company's performance to accounting data users. It helps determine a company's liquidity and long-term solvency (Cresp-Cladera, et al., 2021). Specific ratios are applied depending on the circumstance, such as credit analysis, fund raising, loan syndication, equity research, and so on. However, ratio analysis has significant limitations: some balance sheet components may be recorded at historical cost, resulting in surprising ratio results; accounting restrictions, inflation, process activities, and corporate conditions. The general manager of a large hotel uses debt ratios, gross profit margin ratios, times interest earned, accounts receivable turnover, net return on sales, and other important measures. These figures are significant since they serve as indications for examining a hotel's financial statements. These financial ratios can be used to make comparisons with past periods as well as industry benchmark ratios (Hartmann, 2012).
Despite conventional ratios, financial analysts may be required to create bespoke ratios on the fly that are explicit and crucial to the organization's or client's job (Kubickova, et al., 2019).
Finding a standard that can be used as a benchmark might be challenging. Despite the existence of standard ratios, financial analysts may be forced to develop custom ratios on the spot that are explicit and critical to the organization's or client's task.

Conclusion 

To impact the industry's customers who control distribution channels, the firm uses critical elements such as service quality, timing, payment alternatives, cleanliness, loyalty, and customer experience. In a competitive market, the company's brand and distribution channel are extremely important. The industry's scale is determined by monopolistic characteristics, and its geographical position varies from the United States to the rest of the world. The company's brand grows and expands by using competition information, and therefore, its profit range varies depending on their location and size (Alzoubiet al., 2020). As a result of employing competitive intelligence to build and expand the company's brand, the profit range differs based on their region and size (Liu, et al, 2021). Looking at the financial conditions of Hilton Worldwide Holdings Inc. (HLT) in both years, it can be concluded that pandemic has affected the profitability of organization since the hotel financial structure solely depends on the customers using their services. Therefore, the hotel management must plan their financial structure in a manner that it must be ready to face any abrupt situation like COVID-19 pandemic. 
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