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Executive Summary
The purpose of this report is to analyse the financial information of Hilton Worldwide Holdings Inc. (HLT) with the attached financial statements in order to provide trend analysis. It also includes the importance of ratio analysis for decision making and the limitations and essentialities are demonstrated to clarify the understanding of ratio analysis. 
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[bookmark: _Toc105961578]Introduction
Today’s business field is very competitive and decision making has become more complex. For all sort of stakeholders, financial analysis is inevitable. They are making all their critical decisions with the help of financial analysis (Gibson, 2012). Financial analysis typically shows the way an organisation has been performing in the preceding years. Then, it is used to estimate the probable future condition of the organisation. It is considered as the base on which all the critical decisions are made. Investors make their investment or not, shareholders will keep their share or not, the organisation needs to focus where for a better result. In all the circumstances, financial analysis broadens its helping hand to all the parties (Iatridis, 2010). So, the importance of financial analysis is beyond description. 
The report mainly aims to present the calculation of horizontal ratio analysis for 2019 and 2020 of Hilton Worldwide Holdings Inc. to support the financial analysis of the organisation through the attached financial information. Then, it focuses to discuss the trends from the calculation of horizontal analysis. It also demonstrates the importance of using ratio analysis for decision making of the organisation. Finally, it includes the limitation of ratio analysis and the reasons of understanding the ratios and the fluctuations of the ratios are important for hotel management. 
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Income Statement
Hilton Worldwide Holdings Inc. (HLT)
At the end of fiscal year 2019 & 2020
	Particulars
	2020
	2019
	Change
	% Change

	Sales
	4,307,000
	9,452,000
	-5,145,000
	-54.43

	Cost of goods sold
	3,724,000
	7,017,000
	-3,293,000
	-46.93

	Gross profit
	583,000
	2,435,000
	-1,852,000
	-76.06

	Operating Expenses
	702,000
	859,000
	-1,57,000
	-18.28

	Operating income
	-119,000
	1,576,000
	-1,695,000
	-107.55

	Interest Expense
	429,000
	414,000
	15,000
	3.62

	Total Other income/ expenses

	Net
	-376,000
	82,000
	-4,58,000
	-558.54

	Income before taxes
	-924,000
	1,244,000
	-2,168,000
	-174.28

	Net income
	-715,000
	881,000
	-1,596,000
	-181.16



Balance Sheet
Hilton Worldwide Holdings Inc. (HLT)
At the end of fiscal year 2019 & 2020
	Particulars
	2020
	2019
	Change
	% Change

	Current Asset
	4,202,000
	2,093,000
	2,109,000                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            
	100.76

	Non Current Asset
	15,810,000
	12,558,000
	3,252,000
	25.90

	Total Asset
	16,755,000
	14,957,000
	1,798,000
	12.02

	Current Liabilities
	2,431,000
	2,871,000
	-440,000
	-15.33

	Non current Liabilities
	15,810,000
	12,558,000
	3,252,000
	25.90

	Total Liabilities
	18,241,000
	15,429,000
	2,812,000
	18.23

	Common Stock
	3,000
	3,000
	-
	-

	Retained Earnings
	-6,732,000
	-5,965,000
	-767,000
	12.86

	Total Stockholders' Equity
	-1,490,000
	-482,000
	-1,008,000
	209.13

	Total Liabilities and Stockholder
	16,755,000
	14,957,000
	1,798,000
	12.02


[bookmark: _Toc463944602][bookmark: _Toc105961580]Financial Analysis Trends
According to the horizontal analysis of Hilton hotel, the organisation had performed more than two times better in 2019. In the base year, sale of the organisation was 9,452,000 whereas it declined to 4,307,000 in 2020. The difference between these two years is 5,145,000 (Rawat, 2020). Sale is the root factor of making more profit for the organisation and the organisation was totally beaten here compared to the base year. Consequently, it impacts directly on the other particulars as without increasing in the volume of sale, it is impossible for the organisation to promote other areas. Sale decreases means cost of goods sold also decreases. The decreased percentage of sale doesn’t equals to the decreased percentage of cost of goods sold (Riley and Rezaee, 2013). Because, there are several autonomous expenses in business all the time that damage the overall performance too. Cost of goods sold is decreased by 46.93% in 2020. The decreases in the sales and cost of goods sold result in the decrease in the gross profit. In 2019, the amount of gross profit was 2,435,000 whereas it declined to 583,000 in the current year. 
Safdar (2016) reported that operating expenses is decreased by 18.28% and operating income is decreased by 107.55%. The organisation paid 4, 14,000 as interest in 2019 but it has to pay more 15,000 in the year of 2020. These particulars present the way the organisation is making a huge losses. The organisation somehow couldn’t afford to make up the destruction in the amount of sales with any other ways (Salam and Nobanee, 2020). Income before taxes was 1,244,000 in 2019 and it was -924,000 in 2020. It is a matter of joke that the organisation consumed a single benefit here. It doesn’t need to pay tax to the government for making losses. In the end, the organisation had to incur 715,000 losses in 2020. 
From the horizontal analysis of income statement, it is clear that the organisation has lost its track and all the stakeholders are disappointed as well as there are more threats waiting for the organisation (WAHLEN, 2022). Therefore, the organisation somehow has to recover from the trap as it can gradually moves to performance of base year. 
In the balance sheet of the organisation, it is seen that the value of current asset has been doubled. It has been increased by 100.76% in 2020. And, non-current asset was 12,558,000 in the base year whereas it changed by 25.90% in the current year. As a result, the organisation has increased its total asset by 1,798,000 which is 12.02% compared to the preceding year. So, it implies that the organisation has spent more for increasing in the value of asset. And, these assets can be used to generate liquidity for the upcoming years (Van Niekerk, 2016). 
Besides, the organisation had 2,871,000 as current liabilities in the year of 2019 and it paid 440,000 off. The decrease in the amount of current liabilities is a positive sign for the organisation. But, it is matter of regret that the organisation further increases 3,252,000 as non-current liabilities in 2020. Consequently, it is seen that the total liabilities was 15,429,000 for the organisation in 2019. But, it inclined to 18,241,000 in the current year (Robinson, Henry and Broihahn, 2018). Total liabilities increases by 18.23% whereas total assets increases by 12.02%. So, from these ratios, it can be said that the organisation is not up to the mark in the current year at all. The way it increases the liabilities, it can’t afford to increase the amount of total asset in this way. So, it is a matter of concern for the organisation otherwise it will lose the interest of all the stakeholders (Gibson, 2012). 
Retained earnings of the organisation moved to -6,732,000 from -5,965,000. The change in retained earnings in 2020 is -767,000. It is about 13%. So, retained earnings are in an alarming situation. Moreover, stakeholder’s equity is an internal liability for the organisation (Iatridis, 2010). In 2019, the amount of stakeholder’s equity was -482,000 and for the damaging performance in the current year the amount increased by 209.13%. Total liabilities and stakeholder’s equity was 14,957,000 in the previous year but in 2020, it inclined to 16,755,000. The percentage of change in the total liabilities and stakeholder’s equity is 12.02%. The percentage of change in the total asset was also 12.02%. The change in the liabilities and assets reveal that the organisation somehow manages to stabilise its balance sheet. 
With help of the horizontal analysis of the balance sheet, it is asserted that the organisation managed the fluctuation of financial position quite well and that is why it has been able to balance the change in total asset and total liabilities (Rawat, 2020). The trend results that the organisation keeps struggling and has to bounce back in its operating activities. 
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According to Riley and Rezaee (2013), all the organisations across the world use ratio analysis of their financial information to have a clear sense on the fiscal health of the organisations. Ratio analysis of financial information is an integral part of decision making. It provides conceptualised financial trends to the owner, lenders, customers and other relevant parties. The importance of using ratio analysis for decision making is described in the following grounds: 
Acting as Benchmark
Organisation keeps its financial information in its financial statements. Ratio analysis uses the information and produces the output on which organisation determines the future strategies (Robinson, Henry and Broihahn, 2018). Here, the results of ratio analysis help the organisation to make all the critical decisions on the basis of the information. So, it can be said that ratio analysis acts as the benchmark on which the organisation depends. So, it is very effective and important to make decisions. 
Estimating Profitability
Safdar (2016) stated that when an organisation uses different framework of ratio analysis, it can draw the picture of profitability through the income statement of the organisation. Simply, the organisation can predict the profitability by comparing the income statement of current year with the same of base year. It can also avail the result from the vertical analysis (Sheel, 2017). 
Identifying Financial Risk
Ratio analysis works on the financial information of the organisation and it can identify and present financial risks of the organisation in a numerical format. Observing the financial risks, the organisation can take several predetermined steps to protect the organisation from those risks (Salam and Nobanee, 2020). So, it is very useful for the organisation to make crucial decision in several circumstances. 
Understanding the Direction of Growth
Ratio analysis typically shows the direction whether the organisation is going towards the growth or not. On the basis of the direction, the organisation can make more productive decision that can bring fruitful outcome. So, it can easily be said that the direction helps in decision making. 
[bookmark: _Toc105961582]Limitation of ratio analysis
Ratio analysis plays a great role in the organisation. It helps in many ways but there are several limitations of ratio analysis. They are presented in beneath: 
Overestimation of Historical Information
WAHLEN (2022) reported that ratio analysis uses historical information of the organisation and produces the results then it estimates the direction of growth and development. But, it may not be the same in the practical business field. The organisation may face different contingencies and they are excluded from the ratio analysis. So, it is a great limitation of ratio analysis. 
Exclusion of Economic Crisis
A country or the whole world may go throughout an economic crisis. The economic crisis can damage the performance of an organisation. But, ratio analysis ignores it from the calculation (Zalka, 2018). Then, it suggests the organisation to take several decisions that may cost the organisation again. 
Confidentiality
Many organisations use ratio analysis to feel the health of fiscal year and to assess the market condition. It is very important to know what the competitors are doing. An organisation can’t reach all the doors due to the fact of confidentiality (Gibson, 2012). 
Exclusion of Human Factor
Ratio analysis only measures the financial performance of the organisation. It doesn’t take into consideration how many employees worked in the base year and how many employees worked in the current year (Iatridis, 2010). It produces the result without considering the human factor. 


[bookmark: _Toc105961583]Essentiality of Ratio Analysis for Hotel Management
Rawat (2020) mentioned that hospitality industry vastly depends on the ratio analysis. All the organisations of the industry conveniently use ratio analysis for different short and long term purposes. Organisation needs to understand the necessity and application of ratio analysis as well as the fluctuations as they are very essential in forecasting the behaviour of market in the future. Essentialities are as follows: 
Analysing Operational Efficiency
With the help of ratio analysis, the organisation can easily understand how it has been performing from the preceding years. Thus, the organisation comes to understand whether its operational activities are efficient or not (Riley and Rezaee, 2013). So, ratio analysis measures operational efficiency and it helps in decision making for hotel management. 
Measuring long term Solvency
Different tools of ratio analysis measure the solvency in the long run. They play a crucial role in hotel management by providing this type of measurements. So, ratio analysis is essential for hotel management (Safdar, 2016). 
Financial Planning
In case of hotel management, organisations use ratio analysis to make future financial plan (Salam and Nobanee, 2020). They consider the financial performance of several years and in accordance with the trend, top management of the organisations make their financial plan. 
Crucial Decision Making and Fiscal Controlling
When an organisation exactly knows what ratio analysis mean and apply for as well as what the fluctuations suggest, the organisation will be able to feel the pulse of market. The understanding lets the organisation make crucial decision for both short and long run (WAHLEN, 2022). 
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The report has unearthed an overview of ratio analysis. It has calculated horizontal ratio analysis for Hilton hotel based on the attached financial statements. Then, with the help of the calculation, it has presented trend analysis where the organisation has clarified its understanding about the fiscal health. It has demonstrated the importance of ratio analysis for the organisations to make crucial decisions in different critical circumstances. Further, it has included the limitations of ratio analysis and there it has been highlighted the reasons for what ratio analysis can’t manage to produce accurate results. In the end, it has been concluded with the demonstration of the essentialities of ratio analysis for hotel management. 
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