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[bookmark: _Toc237442265]Introduction
The Hilton Worldwide Holdings Inc. is one of the major global hospitality companies that operate in the hotel industry worldwide (Hilton, 2025). As a Chief Financial Officer (CFO), it is imperative to understand the financial standing of the company, as this will ensure that the company is able to continue earning profits, is able to pay its debts and other long-term financial obligations. This report analyzes the next five years of financial performance of Hilton between 2021 and 2025 based on data contained in its financial statements, annual reports, or other reputable sources. The analysis is concerned with the profitability, liquidity, efficiency, gearing, performance and cash-flow standing of the investment of the company. Its liquidity position, rising debt levels and working-capital requirements of Hilton are paid special attention and can potentially affect its financial flexibility and risk exposure. The report assesses the working capital management of Hilton and reflects on the suitable financial restructuring options, such as the international and ethical aspects. Lastly, the evaluation of Projects A, B and C is conducted to estimate investment appraisal, such as PBP, ARR, NPV, PI and IRR then a capital-rationing recommendation is recommended.
[bookmark: _Toc237442266]1. Financial Health Check
[bookmark: _Toc237442267]1.1 Five-Year Financial Statement Analysis
Hilton Worldwide Holdings Inc. is one of the top global corporations in the hospitality sector. It has rose to greater financial heights in the years 2021 to 2025, because international travels and hotel demand recovered (stories.hilton.com, 2026). A review of Hilton income statement, balance sheet and cash-flow statement shows that its revenue, profitability and operating cash flow have experienced robust growth. However, the company also ran a decreasing liquidity and rising financial leverage factors.
[bookmark: _Toc237442268]Hilton Key Financial Figures, 2021–2025
[bookmark: _Toc237442345]Table 1: Hilton Key Financial Figures, 2021–2025
	US$ million
	2021
	2022
	2023
	2024
	2025

	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
	410
	1,255
	1,141
	1,535
	1,461

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

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

	Operating cash flow
	109
	1,681
	1,946
	2,013
	2,129


Revenue increased over twice, as compared to the year 2021 of around $5.788 billion to $12.039 billion in 2025, which is a sign of recovery and further growth. The operating income went up by $1.010 billion to $2.693 billion. The net income also showed some significant gains over 2021, but declined a bit, between $1.535 billion and $1.461 billion in 2024 to 2025 respectively (www.sec.gov, 2026). The total assets did not decrease significantly and total debt grew considerably. The cash flow operating enhanced with the margin turning into $2.129 billion by 2025 as compared to 2021 where it was just $109 million. Overall, the financial statements indicate that there is a good operational recovery but an increased financial leverage.
[bookmark: _Toc237442269]1.2 Comprehensive Ratio Analysis
[bookmark: _Toc237442270]Hilton Financial Ratios, 2021–2025
[bookmark: _Toc237442346]Table 2Hilton Financial Ratios, 2021–2025
	Ratio
	2021
	2022
	2023
	2024
	2025

	Operating profit margin
	17.4%
	23.9%
	21.7%
	21.2%
	22.4%

	Net profit margin
	7.1%
	14.3%
	11.2%
	13.7%
	12.1%

	Current ratio
	0.95
	0.85
	0.70
	0.70
	0.66

	Quick ratio
	0.83
	0.75
	0.61
	0.61
	0.58

	Asset turnover
	0.37 times
	0.57 times
	0.66 times
	0.70 times
	0.72 times

	Debt to assets
	56.8%
	56.4%
	59.7%
	67.5%
	73.7%

	Interest cover
	2.54 times
	5.05 times
	4.80 times
	4.17 times
	4.34 times

	Operating cash-flow margin
	1.9%
	19.2%
	19.0%
	18.0%
	17.7%


[bookmark: _Toc237442271]Profitability Ratios
The profitability of Hilton increased. Its operating profit margin rose to 22.4% in 2025 versus 17.4% in 2021 and net profit margin improved to 12.1% as compared to 7.1% (Simply Wall St, 2026). This evidences of better operating performance and increased revenue-to-profit conversion. The short-term oscillation thereafter (2022) is indicative of altering operating and financing circumstances. The net income being slightly lower in 2025 despite an increase in the revenue indicates that cost and financing management is necessary.
[bookmark: _Toc237442272]Liquidity Ratios
A weakness is the liquidity. The current ratio declined from 0.95 in 2021 to 0.66 in 2025, while the quick ratio decreased from 0.83 to 0.58. In this regard therefore, Hilton possessed less than 1 cent of current assets per 1 cent of the current liabilities over this period. This puts short-term financial strain. However, the asset-light business model employed by Hilton and its high operating cash flow offers some insurance.
[bookmark: _Toc237442273]Efficiency Ratios
Asset turnover increased from 0.37 times in 2021 to 0.72 times in 2025. Hilton thus made significantly higher returns out of its asset base (Market Computing, LLC, 2025). This is good efficiency trend since the revenue in terms of value had been increasing at a significant rate without much significant shift in the total assets. An increase in asset utilisation helps Hilton to achieve profitability and benefits of its asset-light approach is manifested.
[bookmark: _Toc237442274]Gearing Ratios
Debt to assets increased from 56.8% in 2021 to 73.7% in 2025. By 2025, the total debt had increased to about $12.363 billion indicating a greater dependence on debt financing. This exposes the interest rate and refinancing risk to a higher extent. However, interest cover has become better in 2025 than it was in 2021 and is now 4.34 times. Hilton was thus sufficient to produce operating income to meet the interest payment, but growing debt concerns. The equity of negative shareholders is also an indication that the traditional debt-to-equity and return-on-equity ratios would have to be interpreted closely.
[bookmark: _Toc237442275]Investment Ratios
The performance of Hilton’s investment was enhanced. Basic EPS increased from approximately $1.47 in 2021 to $6.18 in 2025, while diluted EPS increased from $1.46 to $6.12(www.hotel-online.com, 2026). This implies high earnings that can be attributed to the shareholders and these justify shareholder value. Yet, the EPS is to be evaluated along with the growing debt and negative equity of Hilton instead of separately.
[bookmark: _Toc237442276]Cash-Flow Ratios
One of the strongest financial pointers of Hilton is the operating cash flow. It increased from $109 million in 2021 to $2.129 billion in 2025. When cash-flow margin was run this way, an improvement of 17.7% was achieved compared to 1.9%. The good cash is generated, now Hilton has more ability to finance debt to service, finance investment as well as to sustain shareholder playouts.
[bookmark: _Toc237442277]1.3 Financial Trends, Strengths and Potential Threats
The five-year trend shows that the operations have been recovering greatly with further growth (fortune.com, 2023). There was an improvement of revenue, operating income, and asset efficiency, EPS and operating cash flow. The ability to gain increased revenues, enhance profitability, efficient utilisation of assets and generate high level of cash is the greatest financial strengths that Hilton has had.
However, there are various threats. The liquidity was on the decline during the period and the current and quick ratios declined. The debt grew substantially, and equity of the shareholders was negative. Such states enhance financial and refinancing risk. Hilton is also subject to external threats such as inflation, economic downturns, interest-rate variations and geopolitical uncertainty and change in international travelling demand.
Thus, Hilton could be said to be operationally robust and financial leveraged. The key challenge that the CFO has is maintaining good operating performance and enhancing liquidity and preventing additional debt increase.
[bookmark: _Toc237442278]1.4 Liquidity Comparison with Industry Standards
It is generally expected that a current ratio of about 1.0 or higher is an indication that current assets are sufficient to meet current commitments and quick ratio of about 1.0 represents a better immediate liquidity position. These are broad standards and not rigid hospitality- industry standards since firms possess varying models of operation.
Comparing them, it is possible to judge that Hilton has poor liquidity in the short term, as its current ratio (0.66) and quick ratio (0.58) are lower than these benchmarks. Hilton thus functions at liquidity levels that are below the traditional (J Derowitsch et al., 2025). However, its asset-light franchising and management approach can save capital expended in owned hotel assets as compared to ownership-intensive hotel companies. The weak accounting liquidity position is also offseted by strong operating cash flow.
However, the continuation of a reduction in liquidity cannot be overlooked. Hilton should to build up its cash cushion; optimise the management of its receivables and tightly manage its short-term liabilities. To the CFO, this means that anything that can be done to enhance liquidity and at the same time keep the investment profitable should be among their priority as far as financial concerns are concerned.
[bookmark: _Toc237442279]1.5 Overall Assessment
Overall, Hilton has made significant financial gains during 2021-2025, especially in terms of profitability and efficiency, investment performance and operating cash generation. The dwindling liquidity, increasing debt and negative shareholders equity are major issues of concern. Hilton thus is well operated with a more difficult position in the balance sheet. Its financial policy in the future needs to be individually oriented to safeguarding operating cash flow, enhancing liquidity, addressing its debt and retaining necessary financial flexibility to help it sustain international expansion.
[bookmark: _Toc237442280]2. Working Capital Management Analysis
[bookmark: _Toc237442281]2.1 Cash Operating Cycle
[bookmark: _Toc237442282]2.1.1 Cash Operating Cycle Calculation
Cash operating cycle (COC) is used to evaluate how quickly a company finances its operating processes by the time they receive payment and times it takes the business to turn a receivable into an asset via consumer purchase(finbox.com, 2026). The formula is:
COC = Inventory Days + Receivable Days − Payable Days
The business model adopted by Hilton is founded more on hotel management, franchising and services as opposed to production. Thus, inventory is not a significant element of working capital. The generic numbers of inventory-days must not be manufactured just to fill out the formula. This analysis should then be in terms of Hiltons receivables and payables.
[bookmark: _Toc237442283]2.1.2 Receivable and Payable Management
The 2025 receivable days of Hilton showed about 49.6 days as compared to the 2021 years of 67.4 days. This advancement will mean an accelerated collection of the amounts due to Hilton (Austin and Phalippou, 2022). The payable days are estimated at 67.6 days in 2025 as compared to 98.9 days in 2021. The gap between the receivable and payables days was thus about 18 days in favour in 2025 at the outset without taking into consideration the inventory.
This shows that Hilton has a general tendency to collect the receivables quicker as compared to the period of payment. However, since the number of inventory-days does not apply to the business model of Hilton, a full conventional COC must be seen as a cautious one.
[bookmark: _Toc237442284]2.2 Strategies to Improve Liquidity
[bookmark: _Toc237442285]2.2.1 Receivables Management
Hilton needs to tighten their receivables by applying stricter credit management policies, enforcing lawful and accountable payment terms and speedily collecting overdue payment. Online bills and automated payments would result in less time on administrative and process cash faster (Azis Maulana et al., 2022). Frequent review of ageing of receivables would also assist in knowing customers or business partners who are causing unnecessary delays in cash flows.
[bookmark: _Toc237442286]2.2.2 Payables Management
Hilton needs to discuss with key suppliers what should be paid and when with the expectation of how cash should flow in its operations (N Abdul Malek, 2023). Increasing payment terms at the comfort of the business would save cash and enhance liquidity in the short term. However, Hilton is not supposed to engage in too many delays as it would destroy their supplier relationships, diminish their bargaining power in future and possibly compromise service quality.
[bookmark: _Toc237442287]2.2.3 Cash Management
Since the current ratio has not been over 1 in 2025 (only 0.66), it is significant to keep a sufficient buffering of liquids. The management ought to come up with a minimum cash/reserve in terms of operations, debts maturity and seasonal forecasts. The cash-flow forecasts should be rolled to determine any potential shortage early and to organize funding prior to the liquidity being considered as a critical issue.
[bookmark: _Toc237442288]2.3 Short-Term v/s Long-Term Financing
[bookmark: _Toc237442289]2.3.1 Short-Term Financing
Bank overdrafts, revolving credit facilities and commercial paper are short-term options. These are a flexible tool in ad-hoc working-capital needs. A revolving credit facility would be highly appropriate since it allows Hilton to borrow when it is needed and refund when its cash flows are increased (SN Carmona, 2025). However, the short-term financing causes refinancing and risk of interest rates and cannot be depended on in the long term when the business is in need of funding.
[bookmark: _Toc237442290]2.3.2 Long-Term Financing
Bonds, long-term bank debt and equity financing are long-term options (Yoon, 2026). Bonds and long-term loans would offer a more stable funding source and ease short-term refinancing. However, Hilton already owes considerable amount of money and further borrowing will result in more leverage and interests. Equity fund might provide power on the balance sheet and decreasing debt reliance, however, when shares are placed, the current shareholders will be diluted.
[bookmark: _Toc237442291]2.4 Recommended Financing Strategy
[bookmark: _Toc237442292]2.4.1 Best approach towards Hilton.
Balanced funding approach is most suitable. Mainly Hilton as a liquidity backup should employ revolving credit whereas long-term debt should serve to fund long-term strategy investments and long-term refinancing. The surplus working cash is supposed to be used in the maintenance of the liquidity and the debt repayment.
[bookmark: _Toc237442293]2.4.2 CFO Recommendation
An enhancement of internal liquidity should come first before boosting borrowing levels are enhanced. The reliance on external short-term finance can be minimised by ensuring timely receipt of receivables, strict supplier payments, and proper cash forecasting and having a buffer level of liquidity. Selective use of long-term financing should be adopted since additional advantage is not safe as Hilton has a high debt ratio. This would enhance the financial flexibility, as well as safeguard the high cash generation of operations of Hilton.
[bookmark: _Toc237442294]3. Strategic Financial Restructuring Plan
[bookmark: _Toc237442295]3.1 Recommended Financial Restructuring Options
[bookmark: _Toc237442296]3.1.1 Debt Restructuring
There is a need to reorganize Hilton as well as its current debt instead of attracting a lot of borrowing. Debt-to-assets ratio was growing to about 73.7% in 2025 whilst shareholders’ equity was negative (www.sec.gov, 2026). Hilton should thus refinance some of the selected near term maturities to long term where it is economically viable to do so. This would lessen an urgent refinancing strain and will offer increased cash-flow surety.
[bookmark: _Toc237442297]3.1.2 Selective Divestiture
Hilton might think about selling non-core investments or assets, which yield low strategic or financial returns. The amounts of proceeds may be used to pay down debts and enhance liquidity. This would enhance the balance sheet without having to issue extra equity. Divestiture must, however, not touch off strategically valuable properties, brands or markets, which yield long-term growth opportunities.
[bookmark: _Toc237442298]3.1.3 Limited Equity Injection
Adding a capital injection would enhance the power of the capital structure of Hilton and minimize reliance on debt. The issue of new shares however would dilute existing shareholders and might end up lowering the earnings per share in case more capital will not bring about the necessary returns. Equity is thus deemed to be considered in case restructuring of debts and cash required internally is not able to result to a proper level of capital structure.
[bookmark: _Toc237442299]3.2 Impact on Shareholder Value, Debt and Operational Flexibility
[bookmark: _Toc237442300]3.2.1 Shareholder Value
Shareholder value through debt reduction could be enhanced through the reduction of interest and decreased financial risk (Khan, 2024). Increase in liquidity would also boost the confidence of the investors and create the ability to finance lucrative projects. However, the high level of asset sales might accrue earnings in the future, whereas equity issues might dilution of current stockholders. Reorganisation efforts that enhance financial stability but do not reduce lucrative growth ought to thus be given priority by Hilton.
[bookmark: _Toc237442301]3.2.2 Debt Structure
Transferring of relevant short-term commitment to a longer-term financing would minimise refinancing risk and lead to an easier repayment process. The leverage would also be minimized through debt reduction through internally raised cash or the divestment of certain assets. This should be aimed at ensuring that there is adequate debt capacity but it should not be overly borrowed.
[bookmark: _Toc237442302]3.2.3 Operational Flexibility
Better balance sheet would help Hilton cope with the unpredictable fluctuations in the demand of the travel, the rates of interest and economic situation. It would help to keep revolving credit facilities to offer more liquidity to short-term needs. Hilton must not reorganize in a way that limits investment in good performing foreign markets by or in strategic hotel brands.
[bookmark: _Toc237442303]3.3 International and Ethical Considerations
[bookmark: _Toc237442304]3.3.1 Taxation and Currency Risk
Since Hilton is a multi-national company, decisions involving restructuring should take into account various tax systems and withholding taxes in different countries (Washington, 2025). Tax planning must not be in contradiction to the local laws and it must be not as aggressive as creating arrangements that may put down the Hilton brand. Currency movements can also influence international revenues, costs and debt obligations. Hilton needs to ensure that it handles large exposures to foreign exchange with regard to sound financial management and when warranted, a hedging ownership.
[bookmark: _Toc237442305]3.3.2 Inflation and Economic Risk
The inflation may escalate expenses of labour, energy, maintenance and running in the international markets of Hilton (Moore Kingston Smith LLP: Accountants in London, 2025). The broadening plan must thus maintain a high level of liquidity in case of an increase in the cost and a time of dwindling demand. Various scenarios of inflation and the economy will have to be considered in the long-term financial planning.
[bookmark: _Toc237442306]3.3.3 CSR and ESG Considerations
Hilton must restructure its financial structure so that it helps fulfil its broader environmental, social and governance interests. The cuts made should not affect employee welfare, customer safety or environmental engagements. Long-term value to stakeholders can be strengthened by investments that will enhance energy use efficiency, improve waste and contribute towards responsible tourism and it may lead to lower operating costs.
[bookmark: _Toc237442307]3.4 Recommended Strategy
Hilton must implement the balanced reengineering of the type of debt managing, selective divestiture and discipline in utilizing equity. Immediate focus must be on easing refinancing strain and increasing liquidity, but saving investment in lucrative expansion overseas. Such a strategy may enhance shareholder value, decrease financial risk, and allow flexibility of operation and stay operational as taxation and currency, inflation, CSR and ESG are factored into financial decisions.
[bookmark: _Toc237442308]4. Investment Appraisal and Capital Budgeting
The investment appraisal will allow Hilton Worldwide Holdings Inc. to pursue projects that do not offer requirements that are below satisfactory in terms of financial returns as well as safeguard shareholder value and liquidity. There are three projects suggested and the initial investment is 50 million on each of them. Payback Period (PBP), Accounting rate of Return (ARR), Net present Value (NPV) are used to determine the projects with Profitability Index (PI) and internal rate of return (IRR). The discount rate needed is 8 percent and straight-line zero depreciation is applicable.
[bookmark: _Toc237442309]4.1(a) Selection of Investment Projects Using PBP, ARR, NPV, PI and IRR
The five appraisal methods give varying insights about the attractiveness of the project. PBP determines the speed at which an initial investment can be recuperated, ARR points out an accounting profitability, NPV denotes the value generated at the 8% required return, PI contrasts current worth with the initial investment, and IRR identifies the project-estimated yield.
[bookmark: _Toc237442310]Investment Appraisal Results
[bookmark: _Toc237442347]Table 3Investment Appraisal Results
	Appraisal method
	Project A
	Project B
	Project C
	Preferred

	PBP
	4.50 years
	4.55 years
	3.60 years
	C

	ARR
	3.20%
	4.00%
	12.00%
	C

	NPV at 8%
	-£6.54m
	-£6.08m
	£0.86m
	C

	PI
	0.869
	0.878
	1.017
	C

	IRR
	2.72%
	3.26%
	8.59%
	C



In all the five approaches, project C is financially better. It pays back with the quickest initial investment, yields the largest accounting, the greatest generation of a positive NPV, a PI of more than one, and an IRR above the necessary required return of 8%. Projects A and B do not pass the NPV, PI and IRR acceptance tests.
[bookmark: _Toc237442311]4.2(b) Proposed Project Details and Cash Flows
All three projects require an initial investment of £50 million and generate cash inflows over five years.
[bookmark: _Toc237442312]Proposed Project Cash Flows
[bookmark: _Toc237442348]Table 4Proposed Project Cash Flows
	£ million
	Initial investment
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Project A
	(50)
	10
	12
	14
	10
	8

	Project B
	(50)
	11
	11
	11
	11
	11

	Project C
	(50)
	5
	10
	20
	25
	5


Project A offers cash inflows that vary gradually, and recuperates a total of £54 million in five years. Project B will give a uniform cash inflow of 11 million annually and total cash inflow of 55 million. Project C yields a more sporadic trend, with the early cash flow being low with high inflows in Years 3 and 4, which create a total of £65 million.
The various timing of cash flows is significant in that cash received in the past is more highly valued financially. Therefore, it is due to these good years of cash inflows of Project C, especially the good Year 3 and Year 4 cash inflows, which assesses well in the project.
[bookmark: _Toc237442313]4.3(c) Discount Rate and Depreciation Assumptions
The required discount rate is 8%. This rate is used to discount each project's future cash flows when calculating NPV and PI and provides the benchmark against which IRR is evaluated.
Straight-line depreciation is assumed over five years, with the asset depreciated to zero:
Annual depreciation = £50 million ÷ 5 = £10 million
Depreciation is a non-cash accounting expense and is therefore used to calculate accounting profit for ARR rather than deducted from the cash flows used for NPV and IRR.
[bookmark: _Toc237442314]Average Accounting Profit
[bookmark: _Toc237442349]Table 5Average Accounting Profit
	Project
	Total cash inflows
	Total depreciation
	Total accounting profit
	Average annual profit

	A
	£54m
	£50m
	£4m
	£0.8m

	B
	£55m
	£50m
	£5m
	£1.0m

	C
	£65m
	£50m
	£15m
	£3.0m


Using average investment of £25 million, ARR is calculated as average annual accounting profit divided by average investment. Project A therefore produces 3.20%, Project B 4.00%, and Project C 12.00%.
[bookmark: _Toc237442315]4.4(d) Recommended Project and Justification
[bookmark: _Toc237442316]Recommended Project
Project C would be preferred since it offers the best financial performance. The stock with the lowest Payback Period (3.60 years), highest ARR (12.00%), positive NPV (£0.86 million) and PI (1.017), and IRR (8.59%) exceeds the 8% required return. The project A and B are not that attractive because they are negative in terms of NPV, PI and IRR is less than 8%.
[bookmark: _Toc237442317]Financial Performance
This suggestion is aligned with the financial situation of Hilton. Hilton produced effective cash flows with an operating cash flow of about $2.129 billion in 2025, showing good cash-generating capacity and operating income of about $2.693 billion showing good profitability. However, the current ratio of about 0.66 held by Hilton implies that it is under liquidity pressure and the high debt position would erode the financial risks. The shorter payback period of project C is thus important since the initial investment is able to cover the initial $50 million of UK pounds in less time. Its good NPV also implies that the project should generate shareholder value.
[bookmark: _Toc237442318]Non-Financial Risks
Hilton should to assess political and regulatory risk such as taxation, restrictions on foreign-investment and political stability in the target market before approval (R Waiswa and S Rukundo , 2023). The customer loyalty and brand reputation are not negligible as well since a low level of service might decreasing the number of repeat bookings. The inflation could raise labour and operating expenses and the local competition might lower the occupancy and room rates. Hilton also needs to take into consideration currency risk and ESG such as energy efficiency, employee welfare and responsible tourism.
Overall, Project C offers the best financial justification, but eventual approval must be based on satisfactory evaluation of political, customer, inflation, competitive, currency and ESG risks.
[bookmark: _Toc237442319]4.5(e) Capital Rationing Under the £100 Million Investment Limit
Hilton has a maximum investment capacity of £100 million, while each project requires £50 million. Therefore, the possible two-project combinations are A+B, A+C and B+C.
[bookmark: _Toc237442320]Capital-Rationing Alternatives
[bookmark: _Toc237442350]Table 6Capital-Rationing Alternatives
	Combination
	Investment
	Combined NPV

	A + B
	£100m
	-£12.62m

	A + C
	£100m
	-£5.68m

	B + C
	£100m
	-£5.22m

	C only
	£50m
	£0.86m


Assuming that Hilton has to choose between two projects, B+C would be the preferred choice since its NPV equals of about -5.22 million is greater than the NPVs of A+B and A+C. No doubt, however, it will still result in a negative combined NPV and would thus decrease the shareholder value.
Thus, assuming that Hilton does not have to spend the full amount of £100 million, the optimal decision that would be the most suitable as far as capital rationing is concerned is that of investing only in Project C of £50 million and save the other £50 million. The unused funds could strengthen liquidity, reduce debt or be reserved for future projects with positive NPVs.
[bookmark: _Toc237442321]4.6 Overall Investment Decision
Project C is the obviously preferred project to go as it does well under PBP, ARR, NPV, PI and IRR. It provides the quickest recovery, greatest accounting yield, good NPV, PI exceeds one and IRR is more than the needed 8% yield. Project C is the most financially suitable investment to make bearing in mind that Hilton has a high liquidity but weak operating cash flow and high connection to leverage. Project C is the only project that Hilton should invest in below the capital constraint of £100 million instead of investing in the projects with negative NPV. This strategy hedges against liquidity and puts shareholder-value creation measures first.
[bookmark: _Toc237442322]5. Critical Reflection on AI Usage
[bookmark: _Toc237442323]5.1 Tool Disclosure
In the creation of this report, the application of Generative Artificial Intelligence (AI) and, specifically, ChatGPT followed the conditions of the allowed use of GenAI. AI was primarily involved in brainstorming, structuring of report, enhancing academic language, exposition of financial concepts like profitability, liquidity, working capital, investment appraisal and financial ratios(Hertzfeld, 2026). It was also utilized in assisting to structure the calculation and the comparison of the three suggested investment projects. The use of AI was thus facilitative and not a substitute to independent financial judgment. The application of AI must be announced in the appropriate GenAI acknowledgement/declaration form needed to complete the assessment.
[bookmark: _Toc237442324]5.2 Essential Critical Analysis and Checking of AI Results.
There was no automatic acceptance of the AI-generated information. Largely, financial numbers and inclinations were verified with annual reports, financial statements and other reliable sources of Hilton Worldwide Holdings Inc. The calculation of ratios was checked separately based on the figures in the corresponding financial statements and the right relevant formulas. The calculations of investment appraisal, such as PBP, ARR, NPV, PI and IRR, were also compared with the project cash flows and the discount rate of 8%.
In the process, possible AI flaws were numerated where different figures or interpretations were found to be not in line with the financial reports put forward by Hilton. These were rectified by going back to the initial financial statements and recalculating the same. This fact checking was specifically crucial in that AI may come up with feasible but erroneous information, often known as hallucinations.
[bookmark: _Toc237442325]5.3 AI, Contribution and Original Analysis.
The primary roles of AI in structuring provided by AI were drafting support and language refinement and calculation direction. It aid in the categorisation of the report as per the assessment criteria and proposed methods to present financial information in a clear manner. However, all the decisions about financial issues, the interpretation of Hilton’s financial position and its strategic suggestions were critically reviewed by me.
My initial input was the choice of the financial trends of interest, interpretation of the liquidity/ leverage status of Hilton Corporation, working-capital restructuring analysis, restructuring options and the choosing of project C under the analysis of the investment appraisal. Thus, the material about AI was extensively revised, edited, and mixed with my individual analysis.
[bookmark: _Toc237442326]5.4 Ethical and Professional Reflection.
The application of AI poses significant ethical burdens in making financial decisions. Such disclosure of AI assistance is crucial, as it should remain transparent instead of making it look like a totally original work. The privacy of data is another concern since confidential customer or financial data should not be fed in the public AI systems without corresponding permission and support.
Cases of high dependency on AI are also quite high, especially in the executive level in finance. AI may misinterpret financial information; give hallucinated data or advice without complete comprehension of business. As such, professional judgement, source checking and human responsibility should be at the heart of it all. When handling finance functions in the future, I would apply AI as an aid in decision-making and leave the information verification and the ultimate strategic decision to myself.
[bookmark: _Toc237442327]Conclusion
Overall, Hilton Worldwide Holdings Inc. showed a good financial growth in the year of 20212025, especially in terms of increased revenue, operating profitability and operating cash flow. These findings represent a strong business model and a rising financial performance. The current and quick ratios are however depreciating and the short-term liquidity and working pressure is also continuing to haunt but already accumulating debt on debt and negative shareholders equity are also not that insignificant in financial terms. The working capital analysis hence undergirds superior cash prediction, effective receivables managements and adequate liquidity buffer. Hilton should also pursue financial restructuring, enhancing financial flexibility whilst managing leverage and international, currency, inflation and ESG risks. Among the three investment options advanced, it is possible to mention Project C which offers the shortest payback period, maximum ARR, positive NPV, PI exceeding one and IRR over the 8 percent level needed by the required investments. Generally, Hilton must remain disciplined in making investment decisions, enhance liquidity and avoid excessive debt to retain sustainable growth, financial and overall shareholder value.' 
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[bookmark: _Toc237442330]Table A1 — Hilton Financial Ratio Analysis, 2021–2025
[bookmark: _Toc237442351]Table 7Hilton Financial Ratio Analysis, 2021–2025
	Ratio Category
	Ratio
	2021
	2022
	2023
	2024
	2025

	Profitability
	Operating Profit Margin
	17.45%
	23.87%
	21.74%
	21.21%
	22.37%

	
	Net Profit Margin
	7.03%
	14.33%
	11.25%
	13.77%
	12.14%

	
	ROA
	2.64%
	8.10%
	7.47%
	9.31%
	8.71%

	Liquidity
	Current Ratio
	0.95
	0.85
	0.70
	0.70
	0.66

	
	Quick Ratio
	0.85
	0.77
	0.63
	0.63
	0.59

	Gearing
	Debt/Assets
	56.77%
	56.39%
	59.71%
	67.49%
	73.70%

	Cash Flow
	OCF Margin
	1.88%
	19.16%
	19.01%
	18.02%
	17.68%


[bookmark: _Toc237442331]Figure A1 — Hilton Profitability Trend, 2021–2025

[bookmark: _Toc237442342]Figure 1Hilton Profitability Trend, 2021–2025
[bookmark: _Toc237442332]Table A2 — Key Financial Statement Data
[bookmark: _Toc237442352]Table 8Key Financial Statement Data
	Year
	Revenue ($m)
	Operating Income ($m)
	Net Income ($m)
	Total Assets ($m)
	Operating Cash Flow ($m)

	2021
	5,788
	1,010
	407
	15,441
	109

	2022
	8,773
	2,094
	1,257
	15,512
	1,681

	2023
	10,235
	2,225
	1,151
	15,401
	1,946

	2024
	11,174
	2,370
	1,539
	16,522
	2,013

	2025
	12,039
	2,693
	1,461
	16,774
	2,129




[bookmark: _Toc237442343]Figure 2Key Financial Statement Data
[bookmark: _Toc237442333]Table A3 — Liquidity Benchmark
[bookmark: _Toc237442353]Table 9Liquidity Benchmark
	Ratio
	Hilton 2025
	Industry Benchmark
	Assessment

	Current Ratio
	0.66
	1.00
	Below industry/standard level; indicates relatively weak short-term liquidity

	Quick Ratio
	0.59
	1.00
	Below industry/standard level; indicates limited ability to cover current liabilities using liquid assets




[bookmark: _Toc237442344]Figure 3Liquidity Benchmark
[bookmark: _Toc237442334]Appendix B — Investment Appraisal Calculations
Assumption: Initial investment = £50m for each project; project life = 5 years; discount rate = 8%; straight-line depreciation to zero.
[bookmark: _Toc237442335]Table B1 — Project Cash Flows (£m)
[bookmark: _Toc237442354]Table 10Project Cash Flows (£m)
	Project
	Initial Investment
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total Cash Inflows

	A
	50
	10
	12
	14
	10
	8
	54

	B
	50
	11
	11
	11
	11
	11
	55

	C
	50
	5
	10
	20
	25
	5
	65



[bookmark: _Toc237442336]Table B2 — Depreciation and ARR Calculation
Straight-line depreciation:
£50m ÷ 5 years = £10m per year
[bookmark: _Toc237442355]Table 11Depreciation and ARR Calculation
	Project
	Total Cash Inflows (£m)
	Total Depreciation (£m)
	Total Accounting Profit (£m)
	Average Annual Profit (£m)
	Average Investment (£m)
	ARR

	A
	54
	50
	4
	0.8
	25
	3.20%

	B
	55
	50
	5
	1.0
	25
	4.00%

	C
	65
	50
	15
	3.0
	25
	12.00%



Formula: ARR = Average annual accounting profit ÷ Average investment × 100.
[bookmark: _Toc237442337]Table B3 — Payback Period (PBP)
[bookmark: _Toc237442356]Table 12Payback Period (PBP)
	Project
	Cumulative Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	PBP

	A
	10
	22
	36
	46
	54
	4.50 years

	B
	11
	22
	33
	44
	55
	4.55 years

	C
	5
	15
	35
	60
	65
	3.60 years


Formula: PBP = Completed years + Amount remaining ÷ Cash flow in next year.
[bookmark: _Toc237442338]Table B4 — NPV, PI and IRR
[bookmark: _Toc237442357]Table 13NPV, PI and IRR
	Measure
	Project A
	Project B
	Project C

	NPV @ 8% (£m)
	-6.54
	-6.08
	0.86

	PI
	0.869
	0.878
	1.017

	IRR
	2.72%
	3.26%
	8.59%

	Decision
	Reject
	Reject
	Accept



NPV formula: NPV = Present value of future cash inflows − Initial investment.
PI formula: PI = Present value of future cash inflows ÷ Initial investment.
Decision rule: A project is normally acceptable when NPV is positive, PI is above 1 and IRR exceeds the 8% required return.
[bookmark: _Toc237442339]Table B5 — Overall Project Comparison
[bookmark: _Toc237442358]Table 14Overall Project Comparison
	Criterion
	Project A
	Project B
	Project C
	Best Project

	PBP
	4.50 years
	4.55 years
	3.60 years
	C

	ARR
	3.20%
	4.00%
	12.00%
	C

	NPV
	-£6.54m
	-£6.08m
	£0.86m
	C

	PI
	0.869
	0.878
	1.017
	C

	IRR
	2.72%
	3.26%
	8.59%
	C


Overall recommendation: Project C, because it has the shortest payback period, highest ARR, positive NPV, PI above 1 and IRR above the 8% discount rate.
[bookmark: _Toc237442340]Table B6 — Capital Rationing (£100m Maximum)
[bookmark: _Toc237442359]Table 15Capital Rationing (£100m Maximum)
	Combination
	Total Investment (£m)
	Combined NPV (£m)
	Decision

	A + B
	100
	-12.62
	Reject

	A + C
	100
	-5.68
	Reject

	B + C
	100
	-5.22
	Reject

	C only
	50
	0.86
	Accept



[bookmark: _Toc237442341]Appendix B Conclusion
Under the £100 million investment limit, Project C is the preferred investment because it is the only project with a positive NPV and therefore creates value at the 8% required return. Investing in A or B would destroy value based on NPV. If Hilton is not required to spend the entire £100 million, investing £50 million in Project C and retaining the remaining £50 million is financially preferable.


2021	
Operating Profit Margin	Net Profit Margin	ROA	Current Ratio	Quick Ratio	Debt/Assets	OCF Margin	0.17449999999999999	7.0300000000000001E-2	2.64E-2	0.95	0.85	0.56769999999999998	1.8800000000000001E-2	2022	
Operating Profit Margin	Net Profit Margin	ROA	Current Ratio	Quick Ratio	Debt/Assets	OCF Margin	0.2387	0.14330000000000001	8.1000000000000003E-2	0.85	0.77	0.56389999999999996	0.19159999999999999	2023	
Operating Profit Margin	Net Profit Margin	ROA	Current Ratio	Quick Ratio	Debt/Assets	OCF Margin	0.21740000000000001	0.1125	7.4700000000000003E-2	0.7	0.63	0.59709999999999996	0.19009999999999999	2024	
Operating Profit Margin	Net Profit Margin	ROA	Current Ratio	Quick Ratio	Debt/Assets	OCF Margin	0.21210000000000001	0.13769999999999999	9.3100000000000002E-2	0.7	0.63	0.67490000000000006	0.1802	2025	
Operating Profit Margin	Net Profit Margin	ROA	Current Ratio	Quick Ratio	Debt/Assets	OCF Margin	0.22370000000000001	0.12139999999999999	8.7099999999999997E-2	0.66	0.59	0.73699999999999999	0.17680000000000001	




Revenue ($m)	2021	2022	2023	2024	2025	5788	8773	10235	11174	12039	Operating Income ($m)	2021	2022	2023	2024	2025	1010	2094	2225	2370	2693	Net Income ($m)	2021	2022	2023	2024	2025	407	1257	1151	1539	1461	Total Assets ($m)	2021	2022	2023	2024	2025	15441	15512	15401	16522	16774	Operating Cash Flow ($m)	2021	2022	2023	2024	2025	109	1681	1946	2013	2129	




Current Ratio	
Hilton 2025	Industry Benchmark	Assessment	0.66	1	0	Quick Ratio	
Hilton 2025	Industry Benchmark	Assessment	0.59	1	0	
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