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[bookmark: _Toc104231683]Executive Summary 
This report, there has been defined the ratio analysis, the trend analysis from the ratio analysis, the importance and uses of this ratio analysis for making financial decisions, the limitations of the ratio analysis that the financial managers usually face, and the essentials of calculating the fluctuations of ratio analysis. For driving all of this information the financial data of Hilton Worldwide Holdings Inc. (HLT) has been used. From using that financial information all the ratio analysis and trend analyses will be done in this report. Furthermore, a theoretical aspect of uses of ratio analysis will be given too.  
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[bookmark: _Toc101999040][bookmark: _Toc104231684]Introduction 
The ratio analysis takes into account a variety of aspects of a company. The firm's competitiveness and progress can be guaranteed if all of the ratio evaluation components are properly handled and the baseline for maintaining the ratios is effectively managed. In this scenario, corporate entities use data from the past to predict the future. Using the accounting ratios, one can make all of his future judgments (Gibbs and Flotemersch, 2019). Depending on Hilton Worldwide Holdings Inc.'s financial data, the following report will be compiled. As well as it will be determined whether or not the company is profitable.

[bookmark: _Toc104151259][bookmark: _Toc104231685]a) Calculating Horizontal ratios for 2019 as well as 2020
Income statement 2019 & 2020 of Hilton Worldwide Holdings Inc. (HLT)
	
	2020
	2019
	Change
	% Change

	Fiscal Year Ends
	31/12/2020
	31/12/2019
	
	

	Sales
	4,307,000
	9,452,000   
	-5145000
	-54.43%

	Cost of goods sold
	3,724,000
	7,017,000
	-3293000
	-46.93%

	Gross profit
	583,000
	2,435,000
	-185,2000
	-76.06%

	Operating Expenses
	702,000
	859,000
	-157,000
	-18.28%

	Operating income
	-119,000
	1,576,000
	-169,5000
	-107.55%

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

	Total Other income/ expenses net 
	-376,000
	82,000
	-458,000
	-558.54%

	Income before taxes
	-924,000
	1,244,000
	-2168000
	-174.28%

	Net income
	-715,000
	881,000
	-1596000
	-181.16%


Balance Sheet 2019 & 2020 of Hilton Worldwide Holdings Inc. (HLT)
	
	2020
	2019
	Change
	%    Change

	Current Asset
	4,202,000
	2,093,000
	-167,2800
	-79.92%

	Non-Current Asset
	15,810,000
	12,558,000
	325,2000
	25.89%

	Total Asset
	16,755,000
	14,957,000
	17,98,000
	12.02%

	Current Liabilities
	2,431,000
	2,871,000
	-440000
	-15.33%

	Non-current Liabilities
	15,810,000
	12,558,000
	325,2000
	25.89%

	Total Liabilities
	18,241,000
	15,429,000
	2812000
	18.23%

	Common Stock
	3,000
	3,000
	0
	0%

	Retained Earnings
	-6,732,000
	-5,965,000
	-76,70,00
	12.86%

	Total Stockholders' Equity
	-1,490,000
	-482,000
	-1008000
	209.13%

	Total Liabilities and Stockholder
	16,755,000
	14,957,000
	179,8000
	12.02%



[bookmark: _Toc104151260][bookmark: _Toc104231686]Ratios analysis of 2019 and 2022
The profitability ratio of Hilton Worldwide Holdings Inc:
It is known that, Gross profit ratio =  * 100
For 2019 =  * 100
= 13.54%
Again, For 2020 =  * 100
= 25.76%
Furthermore, Net profit ratio =  * 100
For 2019 =  * 100
= 10.73%
And, For 2020 =  * 100
= -16.60%
The liquidity ratio of Hilton Worldwide Holdings Inc:
It is known that, Current ratio =  
For 2019 =  
= 0.73:1
Again, For 2020 =  
= 1.73:1
[bookmark: _Hlk104151712]The gearing ratio of Hilton Worldwide Holdings Inc:
[bookmark: _Hlk104151761]It is known that, Gearing ratio =  
For 2019 =  
= 103.16%
Again, For 2020 = 
= 108.87%
Furthermore, Debt to Equity ratio = 
For 2019 =  
= 1.03
And, For 2020 = 
= 1.09
[bookmark: _Toc104151261][bookmark: _Toc104231687]Trend analysis from the ratios of (HLT)
Trend Analysis from Profitability Ratio 
	Year
	Gross profit

	2019
	13.54%

	2020 
	25.76%


Business entities will see greater expansion if their profitability ratios improve. As a result, companies should focus on improving their profitability ratios to achieve greater levels of company growth. It was 13.54 percent gross profit in 2019 for the firm as well as 25.76 percent in 2020 for the firm. The larger the gross profit ratio, the more efficient the company will be in running its day-to-day operations. In other words, because gross profit in the given firm is higher in 2020, the company has efficiently managed its cost of products sold that year.
	Year
	Net profit

	2019
	10.73%

	2020 
	-16.60%


In 2019, (HLT) had a net income of 10.73 percent and a loss of 16.60 % in 2020. Having managed its operating expenses in 2019, the company will not be able to do so in 2020, and as a result, the company will not generate an operating income in 2020. Since the company was able to increase its gross margin in 2020 but was unable to increase its net profit, the company likely made mistakes when it came to operating expenses. As a result, the business must guarantee that its operating costs are effectively handled so that the company may continue to generate a profit for many years to come.
Trend Analysis from Liquidity Ratio 
	Year
	Liquidity Ratio

	2019
	0.73:1

	2020 
	1.73:1


Liquidity ratios have a standard, and businesses that fall short of that standard will find it difficult to satisfy current obligations and fund operational expenses. Any hotel firm must have an asset-to-liability ratio of about 1.5:1. It's difficult for a company to settle its debts or invest in its operating expenses if its current property ratio swings more than the conventional ratio. The current asset-to-equity ratio for the given firm is 0.73:1 in 2019, whereas it is expected to rise to 1.73:1 in 2020. As can be observed, the current asset to current liabilities ratio in 2019 is very near to the average. However, by 2020, the current asset to current liabilities ratio will be significantly different from the norm. As a result, the present asset ratio of (HLT) in 2020 will not be able to fund the company's operational activities. Managing the current asset as well as focusing on developing the current asset are both important tasks for this business.
Trend Analysis from Gearing Ratio
	Year
	Gearing Ratio

	2019
	103.16%

	2020 
	108.87%


The gearing ratio baseline has been established at 25% to 50%. If a corporation can manage its gearing ratio within this baseline and succeed in maintaining its assets and obligations, then the company will be profitable. It's 103.16 percent in 2019 as well as 108.87 percent in 2020 for (HLT) when it comes to gear. In this circumstance, it may be concluded that the gearing ratio was unable to keep up with the baseline in both years. Therefore, the company's assets and debts must be maintained. Even while the gearing ratio improved in 2019 compared to 2020, it still fell short of the norm.
	Year
	Debt-to-equity ratio

	2019
	1.03

	2020 
	1.09


The debt-to-equity ratio standard is once again 1-1.5. That is to say, the ideal equity ratio for a company is one in which the debt-to-equity ratio is between one and one and a half to two. There was a ratio of 1.03 for the given firm for 2019 as well as 1.09 for 2020. As a result, the company's debt-to-equity ratio was adequate in both years. If the company can maintain these ratios for the foreseeable future, it will have no problem paying down its debt.
[bookmark: _Toc104231688]b) Necessities of using ratio analysis for decision making
Decision-making in the company is aided by the use of ratio analysis. The company's decision-making process will be simplified if the ratio calculation is performed correctly. As a result, it is imperative to do a thorough analysis of the ratio. The following are some reasons why ratio analysis is critical:
Supports in Investing Decision: One of the most important decisions that businesses make is whether or not to invest. Here, if commercial entities fail to take a smart investment decision, they cannot guarantee that prosperity will be maintained. Here, investment selection has a significant impact on the profitability of businesses (Gomes and Torres, 2020). The investment selection must be carefully considered because investing in a good project promises greater profits. Investment decisions can be made by comparing the ratio of multiple years in this case.
Supports in Financing Decision: A resource for making investment decisions: To fund various initiatives, companies must first pick the sources of funding. It becomes difficult for a company to invest in multiple initiatives if it is unable to identify the best sources of financing (Johnston, 2020). When deciding how to fund the company's budget, the company must investigate several funding options. To figure out where their money is coming from, companies must look at the ratio of various types of funding. As a result, the accounting ratios can also be used to aid with financial decisions.
Supports in Business Forecasting: Businesses must make decisions about the future based on present facts, and this is called forecasting. As long as the commercial firm analyses the existing data correctly, it gets easier for them to make future decisions. As a result, a company's ability to accurately predict the future is greatly dependent on its current financial state (Marlow, 2018). Business firms predict the future occurrences for the company by analysing data from prior years. To put it another way, if a company's financial records can be gathered and examined, making future decisions can be based on that information. In addition, companies might assume the trend of various events within the company.
Calculates Operational Effectiveness: The ratio of a business can simply reveals whether or not a business is running its activities at optimal levels of operational efficiency. There will be a decent level of operational efficiency for the company if the ratios reveal that it produces a positive ratio (GARWAY, 2017). When a company's financial ratios reveal a negative outcome for its operations, it might be concluded that the company is not performing well in respect of running its business. For example, the company can decide whether or not to continue with its current operating strategy or to change it.
Supports in Making the Decision Easy: To run a business, one needs to be able to make decisions quickly and effectively. It's difficult to make a judgment here, but it's much easier to generate a decision if a corporation analyses the ratio utilizing information from earlier information. Forming a decision becomes more difficult if the companies use alternative methods of making decisions. It's simple to make a conclusion based on a company's ratio analysis (Lee, 2018). As a result, organizations should use ratio analysis to help them make strategic choices.
[bookmark: _Toc104231689][bookmark: _Toc104151263]c) The limitation of ratio analysis as well as the necessity of knowing the fluctuations of ratio analysis 
[bookmark: _Toc104151264][bookmark: _Toc104231690]Limitations of Ratio Analysis
A wide range of limitations can be seen while analysing the ratios of a particular business firm. Here are some of these: 
Makes Use of Historical Values: Because the accounting ratios are based on past data, it may not always be possible to accurately predict the market's current state based on this data.
Makes Use of Financial Reports: The financial statements used may contain data that is riddled with errors. Using financial data that may include errors and inaccuracies, ratio analysis is performed here. As a result, errors in financial statements might potentially affect the ratio analysis.
Makes Use of Various Accounting Standards: Many different accounting strategies can be employed, and the results can vary from one company to the next, depending on which policy is used. Consequently, businesses may make mistakes due to the wide variety of accounting policies.
Unable to Compare Firms from Different Industries: When comparing businesses from various industries, the accounting ratios can only be utilized for comparison same industry (Gangaiah, 2019). The financial ratio is not a good option for businesses if they come from various industries.
Avoids Considering Market Situation: There is no way that all businesses can guarantee the same level of profitability in every market circumstance. Depending on the state of the market, businesses may not be able to make the same profits year after year (Zhang, 2020). The financial ratio, on the other hand, does not take into account the present market conditions.
Avoids Inflation: Just because a company makes the same income year after year doesn't guarantee that it is doing effectively. In these kinds of scenarios, businesses must figure out how much their existing marketplace's inflation is costing them.
[bookmark: _Toc104231691]Necessities of knowing the fluctuations of ratio analysis 
When using ratio analysis for a variety of objectives, it is essential to have a solid understanding of the fluctuations that can occur. If Hilton Worldwide Holdings is capable of conducting an accurate analysis of the company's ratios, the company will have no trouble determining its level of profitability. This can be accomplished by evaluating both the gross income ratio as well as the net income ratio. In a similar vein, if a company can correctly comprehend the accounting ratios, then that company is undoubtedly in a position to be aware of its current liquidity status (Oshana and Kraeling, 2017). This indicates that the ratio analysis can be used to quickly determine if the company is in an appropriate position to liquidate or whether it requires some kind of improvement of some kind. In addition, for the company to be successful in respect of knowing the status of the debt management, the company needs to grasp the ratio analysis. In addition, the ratio analysis makes it possible to quickly determine how the financial condition has changed over several years. When it comes to this case, if the commercial firms can correctly analyse the ratio, then those business firms will undoubtedly be able to assess the improvements in the company's financial status.

[bookmark: _Toc101999047][bookmark: _Toc104231692]Conclusion 
Decisions made by companies have a significant impact on their profitability and development. The company's profitability and development will be at risk if the company's decisions are not taken correctly. As a result, the company’s decisions must be made correctly. Investing decisions, as well as financial decisions, might also fall under this umbrella (Axelby, 2019). The accounting ratios can be used to make any financial and investment decisions. If the ratio evaluation has been done correctly, then the business enterprises need to ensure that the judgments they undertake are founded on the results of that analysis.
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