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[bookmark: _Toc114650436]Executive Summary 

This report calculates the financial trends for the Hilton Hotel in London for the fiscal years 2019-2020. The main findings were that the profits and sales were significantly lower in 2020 compared to 2019. 
The secondary research suggests that one of the main reasons for this was the Covid-19 pandemic and the impact this had on travel restrictions during the lockdown, people's fear of infection, and loss of disposable income to spend on hotel stays for some people. 
 Research shows that one-third of hospitality workers are migrant workers come. Form EU another reason concerning Brexit is migrant workers from the E.U. that did not return to the U.K. Hospitality sector, restrictions and inflation at their highest with border disruption transport and cost surges of supplies from E.U. countries, and fewer travellers from E.U. countries to the U.K. On account visa requirements, the calculations are presented within this report and show a downward trend for the Fiscal 2020 profit, sales, and income, whereas there was a decrease in expense.
Recomandation we predict that Hilton will recover 2021 as foreign travel restractions were order to holiday in their country example staycations etc vaccine rollout therefore hotels gained revenue from room bookings   
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[bookmark: _Toc114650437]Aims
a)  Calculate Horizontal ratios for 2019 and 2020 to aid the analysis of the financial information included within the attached financial statements.  You should discuss the trends seen in these ratios in detail, and draw appropriate conclusions. 
 
b)     Outline the importance of using ratio analysis for decision making. 
 
 
c)     You are to investigate the limitation of ratio analysis, including why an understanding of ratios and their fluctuations is essential for Hotel management in analysing the information seen in their financial statements. 


[bookmark: _Toc114650438]Introduction 
 
Hilton Hotel is a global luxury hotel brand with over 6,800 worldwide locations, including several in central London in the United Kingdom. This report is prepared to evaluate the performance of one central London Hilton Hotel's branches by analysing the firm's performance profitability, liquidity, and gearing ratios in the 2019 and 2020 fiscal years (Hilton, 2022).  
A ratio is a useful tool for viewing the benchmark for future performance by comparing the cost of goods sold, gauging methods to identify areas for improvement in the organisation and highlighting the importance of financial health and performance. Ratio analysis also helps to segment the hotel departments, interpret accounting, and evaluate the company's profit and loss. Moreover, ratios are examined to evaluate the company's health, determine individual financial ratios and calculate the change in value over time. Therefore helps to show trends within the business' finances, illustrating weaknesses or strengths (Jackson,  2009).

However, Brexit has had a devastating impact on most businesses (Hade. 2019). States that being unable to restore faith in customer expenditure in 2019 was better than the 2020 fiscal year, which saw the rise in taxation and cost of goods, services and inflation at the highest in five decades. Some small firms found it difficult to stay in business (Hade, 2019).   

Wheelan, (2017) states that comprehending the financial ratios works by identifying and collating the financial data calculated over time. The accounting balance sheet consists of income and cash flow statements to assess the significance of the company portfolio, financial performance, and the potential impact of the company's prudent assets. Managing assets efficiently adds value and helps maintain a competitive advantage. With performance evaluation, ratio analysis measures different segments of the economy that are equable within the hospitality sector and interprets the financial outcomes to apprehend the firm's growth and development, positive influence within the sector, innovation, and ability to adapt to different markets. Ratio analysis has a significant relationship between the various items on the balance sheet, such as profit and loss, which compares base years' figures from the current year. 

However, ratios alone only show weaknesses or strengths rather than define the causes. A deeper analysis of the business enterprise requires the relevant examination of the internal and external factors. Therefore important information for the firm's investors, shareholders, auditors, banks, and creditors, their interest in the company's revenue and returns of their old investment.  

Atkinson and Brown, (2001) argue that the figures for 2020 for Hilton Hotel were concerning. Moreover 2020 saw the figures dip, with the profitability ratio on account of the pandemic' (ROI) are the returns of the capital invested, adopted as a financial inductor and mainly used by hotel managers, making key dissection, about capital investment there is considerable clarity in its forms of calculation, moreover the fiscal year 2020 the gross profit was 583000 this figure was divesting compare to the fiscal year 2019, the figures is 2435000 was healthier and therefore argued that covid 19, crippled the economy, with its lockdown rules travel restations, and isolation 2020, saw an exchange of -1852000 and percentage -76% this is taking into account fiscal year 2020, compare to 2019, moreover the trend continues with net income  of -715000 the fiscal year  2020, and 2019, figures 881000 the figures are better for 2019 change the base year against the current year 166000 the percentage reads 19% this again is not the best figures we hoped for, this income before the tax fiscal year 2020,-  -924000 this is poor compare to 2019,- 1244000 and there the change would read as -2168000 percentage for both years  -174 % this again is not good. 

One focus of this report is environmental sustainability within the hospitality sector. state that sustainability is at the forefront of government legislation and increased public awareness. Nonetheless, businesses cannot overlook sustainability or focus on acquiring economic growth without considering social and corporate responsibility (Sainaghi, 2020). 
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Analysis
Chart 1: Profit 
According to the P&L accounting, Hilton Hotels' 2019 and 2020 gross profit 2020 was significantly lower than the base year. The difference was -1852,000 gross profit from 2019 to 2020. Their net profit surprisingly has a value of 19% due to current assets and stakeholder equity.  


Chart 2: Income before tax
Examining these figures for 2020 shows that the Hilton hotel went through a downward trend that year. One thing that dictated the decline in revenue shown during this period was that the performance of the Hilton was extremely poor results due to Brexit and the pandemic. Travel industries and hospitality were affected by government rules and restrictions. Therefore, understanding Hilton's analysing of the fiscal year of 2020 is negative -50% compared to 2019, which saw a net income of 19% (Porter. 1996). Argues that there are additional challenges and opportunities facing businesses when adopting sustainability. The table below shows taxes Hilton for the years 2019 and 2020:                                        

    



 The table below shows the information for the Hilton for the fiscal years 2019 and 2020:                                        
 Liquidity Ratio  
 
	Row Labels 
	Sum of 2019 
	Sum of 2020 

	Total Liabilities 
	15,429,000 
	18,241,000 

	Total Asset 
	14,957,000 
	16,755,000 

	Total Liabilities and Stockholder 
	14,957,000 
	16,755,000 

	Non-Current Asset 
	12,558,000 
	15,810,000 

	Non-current Liabilities 
	12,558,000 
	15,810,000 

	Current Liabilities 
	2,871,000 
	2,431,000 

	Common Stock 
	3,000 
	3,000 

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

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

	Grand Total 
	66,886,000 
	77,583,000 


 
Notes that the spread of covid 19 saw many firm closers and a sharp shortfall in business revenue. Moreover, Hilton's Features for 2020 were bad, with 2431,000 compared to 2019 – 2,871,000 when considering figures of the fiscal year,  therefore when considering the liquidity Ratio for Hilton, however, these figures did not match the 2019 figures liquidity measures definition of the systemic liquidity risk, liquidity measures are relatively frequent, that is no common definition of systemic liquidity risk, concerning when entering the risk was great, the breaking down in the entire money market Fiscus 2020, the hospitality industry moreover the, in general, the market was drying up on account of the pandemic and their assists, were decreasing in value with travel being restricted and hospitality having to close their door. Therefore, the company, to fulfil the organisation by using the most liquid ratios, argues that the hospitality sector has seen a dramatic fall in the figures for 2020 that might not recover for some time. But research show’s Hilton will recover there losses in 2021 and secure revenue from room bookings therefore hotels tourism gain confidence with trevel restrictions consumers settle for staycation or holiday in there own country (Ramelli and Wagner, 2020).
  
                                           
                                                    Chart 3: Liquid Ratio 
  
Gerding, Martin, and Nagler, (2020) elaborate that the current ratio, current assets/current liabilities, as an example of ratio, analyses argues that the inventory of the current assets/liabilities abilities is the most widely used measures of the organisation's liquidity, moreover, further examining info to companies, it can repay its most current creditors with a study floor of the liquidity ratio 2020 has was a bad fiscal year for the firm, therefore for the analysis to examine the effect of short -term P.O.s on the most important aspects of the company liquidity.  
Ratio Formula 2020 2019  
ratio-forms -interest-2019-liq-net-working-capital-current-assets-current-liab-103-867-5-q76291365 
Answer to Ratio Formula 2020 2019. Ratio. Formula. 2020. 2019. Liq. Net Working Capital = Current Assets - Current Lab  

 
	Row Labels 
	Sum of 2019 
	Sum of 2020 

	net profit +cash in  
	2435000 
	583000 

	loan capital/total 
	2431000 
	2431000 

	100 
	
	

	capital employed)* 
	
	

	hand/ loan interest  
	
	

	Grand Total 
	4866000 
	3014000 


 
 
 
 
 
 
 
 
 

 
 
 Fredson, (2011) suggests that businesses can face a situation that can impact solvency for various reasons. This type of finance could be to their advantage or disadvantage between equity and debt. The main advantage of finance resides in the lack of financial burden. However, with little revenue coming in compared to the previous year, the company could go into sharing the business or into solvency. In the case of the Hilton, their 2020 figure total for the fiscal year, 3,014,000, is low compared to the base year.  
 
  
                                                               Chart 04: Interest Cover Ratio

           Afolabi et al, (2019) suggested that the Interest cover ratio is the profit before interest and tax, excluding extraordinary items divided by the interest payment. Therefore the interest in 2020, as indicated, was increased due to interest payments not being paid regularly. Therefore to this figure, on the declining economic and negative sales figures, the fiscal year 2020. 

	
	2020
	2019
	

	Profit before interest 
	-924,000
	1,244,000
	-2.15385

	Interest expenses
	429,000
	414,000
	3.004831








 
 
 
 
 
 
 
 
 
 
 
 
 
                            Chart 05: Working Capital Turnover Index
  
 
Ohlson (2005) suggested that a company's long-run expected earnings can continue if the net dividend payout is fixed at 100%. Whereas growth is expected earnings, and conservative accounting, are two sides of the same coin because of their prosperity; this explains how capital earnings dominate book value example; one can display growth, value the concept applies when setting in analytical terms the difference, explained that 2020 fiscus bad year financial. 
The table below shows the formula for the working capital turnover index: 


	Ratio
	Formula
	2019
	2020

	Working Capital turnover 
	Sales/ Net Current Assets
	9,452,000 /
2,093,000


	4.52
	4,307,000 /
4,202,000


	,

	Total Assets Turnover
	Sales/total assets less current liability 
	9,452,000 / 
12,086,000

	0.78
	4,307,000 / 
14,324,000

	0.30

	Debtor Days
	Debtors * 365 / sales
	Information not available 
	
	
	

	Creditors Days
	Creditors * 365 / purchase
	Information not available
	
	
	

	Debt ratio
	(Total current liability = bank loan) / (total current assets + fixed asset)
	Information not available
	
	
	

	Stock Turnover Ratio
	(Inventory/cost of sales) * 365
	(2,093,000
/
7,017,000) *365
	536.06 days
	(4,202,000
/
3,724,000) 
	411.85 days



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Goodell and Huynh (2020) argued that by examining the results financial results of the family firms, they were a lot stronger, and many hotels survived the impact of covid 19 investing in the global hospitality industry, it is important to identify the variable; however, to identify the ESG is important, these factors social factors and environmental.     
 
[bookmark: _Toc114650440]  Conclusion 

This report has shown that the profits for the Hilton Hotel in London went down in 2020 from  2019. And particularly noticeable in the calculations of sales and gross profit. Calculations for other income for the hotel went down significantly in 2020, with a loss of £458,000. The report has highlighted the two main reasons for this loss the Covid-19 pandemic and Brexit. The Covid-19 pandemic caused a loss because the lockdown prevented non-urgent travel and hotel stays for several months from March 2020. Lockdown also caused a loss of earnings for some businesses and individuals, meaning people had less disposable income to spend on non-urgent hotel stays. Even when the lockdown where relaxed, people were weary of travelling due to the infection. 
[bookmark: _Toc114650441]Brexit also had an impact because of goods from the E.U. into Britain. There was also disruption with lorry drivers when trying to provide goods into Britain from France, so supply for the hotel industry saw a hit. Brexit also made the cost of goods from E.U. countries go up. Travel to Britain from E.U. countries has also become more difficult, meaning fewer people travelling to the U.K. from E.U. countries. Finally, some E.U.migrant workers at the Hilton Hotel would have faced difficulties remaining in the country, which would have disrupted the hotel. Therefore the Hilton will recover in 2021 
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	Income Statement 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
	-157,000
	-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
	-376,000
	82,000
	-458,000
	-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 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
	12,552,000
	3,258,000
	25.96%

	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
	0
	0.00%

	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%



 
 
 
 
 
 
 


Interest Cover Ratio	
2020	2019	-2.1499999999999998E-2	0.03	



Working Capital Turnover Index

2019	
Working Capital turnover 	Total Assets Turnover	Stock Turnover Ratio	4.5199999999999996	0.78	0	2020	
Working Capital turnover 	Total Assets Turnover	Stock Turnover Ratio	1.02	0.3	0	



Gross profit	
2020	2019	583000	2435000	Net Income	
2020	2019	-715000	881000	



Income Before Taxes

2020	
1	2019	
1	


Liquid Ratio

2020	
3014000	2019	
4866000	





