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[bookmark: _Toc104224903]Introduction
[bookmark: _Hlk104222761]The report aims to provide an understanding of financial ratios with an analysis of the financial ratios of Hilton Worldwide Holdings Inc. The hotel industry faced a downturn in 2020 due to the pandemic and the report focuses on the financial ratios of the hotel for 2019 and 2020 (Alameri et al., 2021). The understanding of the ratios and the explanation for the ratios are the discussion topics of the report. The report also discusses the importance of  horizontal ratios and understanding ratios for better decision making of the stakeholders of a company. In the end, it also discusses the limitations of the ratio analysis that the organisations should keep in mind while using ratio analysis. 
	Income statement Hilton Worldwide Holdings Inc. (HLT)

	
	
	
	Change
	% Change

	
	31/12/2021
	31/12/2020
	
	

	Sales
	4,307,000
	9,452,000
	-5,145,000
	-54

	Cost of goods sold
	3,742,000
	7,017,000
	-3,275,000
	-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
	4

	Total Other income/ expenses net
	-376,000
	82,000
	-458,000
	-559

	Income tax expense
	-924,000
	1,244,000
	-2,168,000
	-174

	Profit  
	-715,000
	881,000
	-1,596,000
	-181
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	Balance Sheet   Hilton Worldwide Holdings Inc. (HLT)

	
	

	 
	2020
	2019
	Change
	% Change
	

	Current assets
	4,202,000
	2,093,000
	2,109,000
	101
	

	Not current Asset
	15,810,000
	12,558,000
	3,252,000
	26
	

	Total assets 
	16,755,000
	14,957,000
	1,798,000
	12
	

	Current Liabilities 
	2,431,000
	2,871,000
	-440,000
	-15
	

	Not 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 & Stockholders 
	16,755,000
	14,957,000
	1,798,000
	12
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Figure 1: Hilton worldwide (Alieva, 2019)
[bookmark: _Toc104224904]Financial ratios of Hilton Hotel for 2019 and 2020
[bookmark: _Hlk104222520]Hilton Worldwide Holdings Inc., manages and franchises a diverse selection of hotels and resorts In May 1919 Conrad Hilton founded the company. There are 690 managed properties and close to 5,400 franchised properties in 118 countries and territories, with a total of almost 954,000 rooms (Kourtis et al., 2019). 
	Financial Ratios
	For 2020
	For 2019

	[bookmark: _Hlk104214931]Current Ratio
	1.73
	0.73

	[bookmark: _Hlk104215007][bookmark: _Hlk104215125]Debt to Equity Ratio
	-7.06
	-16.93

	Long Term Debt to capital
	[bookmark: _Hlk104215450]1.17
	[bookmark: _Hlk104215438]1.06

	[bookmark: _Hlk104215705]Gross Margin
	85.60
	86.73

	[bookmark: _Hlk104215792][bookmark: _Hlk104215927]EBITDA margin
	-0.95
	21.66

	[bookmark: _Hlk104216018]Asset Turnover 
	0.26
	0.63

	[bookmark: _Hlk104220917]ROE 
	48.45
	-187.71

	[bookmark: _Hlk104221030]ROA 
	-4.29
	5.92

	[bookmark: _Hlk104221242]ROI 
	-8.04
	11.83

	Book Value per Share
	-5.35
	-1.69


Table 1: Financial ratios of Hilton Hotel (Prepared by author) (Linxi, 2021)
The financial ratios of Hilton Hotels for 2019 and 2020 show the financial situations of the company in two years (Scarantino, 2018). The differences in these ratios demonstrate the improvement or underperformance of the company in two years. Below is the discussion on the ratios and the results of those at Hilton Hotels.

Current Ratio
This ratio is one of the most reliable indications of Hilton Hotels to measure the ability to meet its short-term financial obligations (Alieva, 2019). It shows investors and analysts how a company may use its current assets to pay down existing debt and other commitments. Businesses need to keep it on a higher level to stay in a safer position. The Hilton hotel had a current ratio of	 0.73 in 2019 and 1.73 in 2020. Therefore, it shows that the organisation has increased its performance and assets and decreased its liabilities in 2020 to reach this position. 
Debt to Equity Ratio
Several indicators, such as the debt-to-equity ratio, can be used to evaluate the degree of leverage utilised by a firm. A firm or stock with a higher leverage ratio is likely to provide shareholders with larger risk. Hilton hotels had a negative ratio in both years but the positive side is it was -16.93 in 2019 and -7.06 in 2020 which shows the organisation's efforts to evolve from a bad situation to a better situation gradually in 2020 (Bourke et al., 2020). The hotel industry faced an existential crisis amongst the pandemic and that also increased their loan taking and increasing interests resulting in a negative debt to equity ratio that Hilton Hotels are recovering from the year 2019 to 2020.
Long Term Debt to capital
This ratio quantifies a company's capacity to incur debt. Long-term debt to equity ratios indicates how much a company borrows to finance its assets compared to how much it owns (Kourtis et al., 2019). Hilton Hotels had a ratio of 1.06 in 2019 and 1.17 in 2020 which shows that the capacity increased in 2020.
Gross margin
Gross margins are equal to net revenue and elimination of the cost of goods sold from the income statement. It is the amount of money left over after Hilton Hotels pays for the direct costs of producing the goods and services it sells and provides (Pié Dols et al., 2019). Hotels like Hilton have a higher amount of fixed expenses and direct expenses and a gross margin of 86.73 can be seen in 2019 and a decreased gross margin can be seen in 85.60 that showing that the Hilton Hotel was unable to increase revenue in 2020 compared to the direct expenses occurred that year.

EBITDA margin
Using the EBITDA margin, an organization's operational profit as a percentage of sales is determined. Knowing the EBITDA margin of Hilton Hotels helps it to compare its real performance to that of its rivals (Scarantino, 2018). Hilton hotel had a very significant ratio in 2019 which is 21.66 and a poor ratio of -0.95 in 2020 which shows a dramatic change of events for Hilton Hotel that made the organisation occur a sudden downfall in its EBITDA margin. It shows the effects of the pandemic upon the hotel.
Asset Turnover	
This ratio evaluates revenues relative to the value of the organization's assets. The asset turnover ratio is used as a measure of Hilton Hotel’s capacity to produce income from its assets (Stylos & Vassiliadis, 2015). Hilton hotels had a 0.63 ratio for its asset turnover in 2019 which declined to 0.26 in 2020 showing an underperformance of the company in making revenues compared to its assets.
ROE (Return on Equity)
This is a financial performance indicator based on net income and shareholder equity. Net asset returns have been taken into account since shareholders' equity equals net assets minus liabilities. Revenue and profitability are evaluated using Hilton Hotels' return on equity. The business had -187.71 ROE in 2019 and 48.45 ROE in 2020 which showed a positive outcome for Hilton Hotels in 2020 (Alameri et al., 2021). The organisation made an outstanding return within a year which can be seen from the ratios. However, Hilton hotels have done some customer service improvements to create this return increase which is beneficial for the shareholders.
ROA (Return on Asset)
It represents the overall profitability of a firm as a proportion of its total asset value. ROA may be used by management, analysts, and investors to determine how efficiently Hilton Hotel uses its assets to generate profits (Bourke et al., 2020). Hilton hotels made a ROA of 5.92 in 2019 and jumped below to  -4.92 in 2020. This shows that the hotel was unable to make a good profit compared to the assets it had. This happened as the organisation was unable to do the expected amount of business due to the pandemic compared to the business it does usually every year.

ROI (Return on Investment)
It is a financial indicator often used to measure the possibility of investment profitability. Profit or loss on an investment is expressed as a percentage of the initial investment cost. As a standalone assessment tool for investments, it is equally useful for evaluating the returns of several assets for Hilton Hotels (Alieva, 2019). The hotel had an ROI ratio of 11.83 in 2019 and dropped to -8.04 in 2020. The negative return on investment is bad for the business and the shareholders and a continuous drop in ROI can cause the closing of any business.
[bookmark: _Hlk104222889]Book Value per Share	
To calculate this ratio, divide total capital by the number of outstanding shares. Because it reflects the lowest possible share price, it evaluates Hilton Hotels' book value. The Hilton hotel had a -1.69 Book value per share in 2019 and decreased to -5.35 in 2020. The drop was the result of the closing of hotels for the pandemic and no movement of tourists amidst it (Alameri et al., 2021). It was also on the negative side in 2019 showing that the business was not in a good position before the hit of the pandemic.  
[bookmark: _Toc104224905]Importance of the usage of ratio analysis for decision making
People can understand how a company's financial performance has changed over time by analysing the ratios and their analyses. It is particularly crucial to Hilton Hotel’s stakeholders such as investors, suppliers, and creditors since it serves as a measurable measure of the company's performance to decide whether to further increase the investments or modify the business or close it (Stylos & Vassiliadis, 2015). Ratios are an effective method for measuring businesses like Hilton Hotel’s progress over time. Using ratios also allows one to compare a Hilton’s performance to that of other companies in its industry.
The accounting data of Hilton Hotel is enormous due to its larger size and global operations. Ratios can be used to summarise the financial position of Hilton company and to understand its global operations of it in a better and simple way (Linxi, 2021). Those that use these reports do not have to study the comprehensive financial accounts again. They are capable of calculating and analysing ratios and acting accordingly. They will supply a lot of information on the overall efficiency and financial health of the Hilton Hotel. 
To assess a company's ability to profit from its assets, the return on assets, the return on equity, and other ratios are used (Alieva, 2019). To measure a company's profitability, the gross margin ratio is used. The operating margin summarises the operational effectiveness of a company. Additionally, the account receivables turnover ratio, inventory turnover ratio, and other efficiency ratios reveal the firm's efficiency.
Therefore, an investor or a creditor can decide from the ratios about the overall progress of the company and predict if Hilton hotels will be able to return or repay the investments within their expected time (Hasanaj & Kuqi, 2019). It is an easy method to overview years of performance with a single look and a person without extensive knowledge of finance or accounting can easily assess the company. Hilton hotel needs experts who can assess the organisation's ratios to decide what financial decisions should be made next to get the most out of the organisation. It will help them to stay out of disaster by forecasting and taking the right decision to stay on the good side of the financial performance.
[bookmark: _Toc104224906]Limitations of ratio analysis
There are several limitations to ratio analysis. The notable ones are discussed here.
If the rate of inflation changed during any of the periods being looked into, it may be hard to compare the statistics. If the inflation rate reached 100% in a given year, it would look like sales doubled from the year before, but they did not. If a company's operations have changed a lot over the years, comparing a ratio from a few years ago with a ratio from today could lead to a false conclusion (Kourtis et al., 2019). For example, ratio analysis of the company's fixed asset base may suggest that it is overly outdated. Depending on the type of business, there are different ways to record accounting transactions. Since no two businesses are the same, it might be hard to compare their ratios. Companies may use accelerated depreciation instead of straight-line depreciation or gross sales recording instead of net sales recording.
It is important to look at ratio analysis from the perspective of the whole organisation. Sales receivables with a days-to-pay balance of 60 days may be seen as bad when sales are growing quickly, but they may be seen as good when the economy is bad and people can't pay their bills. It could be dangerous to use ratio analysis to compare two companies with different business models (Alameri et al., 2021). So, a company with a low-cost strategy might be willing to trade a lower gross margin for a bigger market share. One company in the same field is charging higher prices and making more money than its competitor because it focuses on customer service. However, the second company will never be as profitable as the first.
[bookmark: _Toc104224907]Conclusion
The report aimed to provide an understanding of financial ratios with an analysis of the financial ratios of Hilton Worldwide Holdings Inc. The report founds that Hilton Hotels had a good position in some ratios and bad in some ratios in the later years. The cause of the situation was the pandemic. However, the business was seen to gradually recover from the loss condition towards a profitable one. Hilton hotels had a bad Book Value per Share before the pandemic and within it too. The organisation should focus on it along with the importance and limitations of the ratio analysis.
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Horizontal analysis of Income Statement for 2019 and 2020 in percentage

RATIO FOR INCOME STATEMENT	
Sales	Cost of goods sold	Gross profit	Operating Expenses	Operating Income	Interest Expense	Total Other income/ expenses net	Income tax expense	Profit  	-54.432924248836223	-46.672367108450906	-76.05749486652978	-18.277066356228172	-107.55076142131981	3.6231884057971016	-558.53658536585363	-174.2765273311897	-181.15777525539161	

Balance Sheet in 2019 and 2020

2020	
Current assets	Not current Asset	Total assets 	Current Liabilities 	Not Current Liabilities	Total Liabilities	Common stock 	Retained Earnings	Total stockholders equity	Total liabilities 	&	 Stockholders 	4202000	15810000	16755000	2431000	15810000	18241000	3000	-6732000	-1490000	16755000	2019	
Current assets	Not current Asset	Total assets 	Current Liabilities 	Not Current Liabilities	Total Liabilities	Common stock 	Retained Earnings	Total stockholders equity	Total liabilities 	&	 Stockholders 	2093000	12558000	14957000	2871000	12558000	15429000	3000	-5965000	-482000	14957000	


Horizontal Analysis Balance Sheet in 2019 and 2020

Horizontal analysis Balance Sheet in 2019 and 2020	
Current assets	Not current Asset	Total assets 	Current Liabilities 	Not Current Liabilities	Total Liabilities	Common stock 	Retained Earnings	Total stockholders equity	Total liabilities 	&	 Stockholders 	2109000	3252000	1798000	-440000	3252000	2812000	0	-767000	-1008000	1798000	

Horizontal Analysis Balance Sheet in percentage for the years 2019-2020

Horizontal Analysis Balance Sheet in percentage for the year 2019-2020	
Current assets	Not current Asset	Total assets 	Current Liabilities 	Not Current Liabilities	Total Liabilities	Common stock 	Retained Earnings	Total stockholders equity	Total liabilities 	&	 Stockholders 	100.76445293836598	25.895843287147635	12.021127231396671	-15.325670498084291	25.895843287147635	18.225419664268586	0	12.858340318524727	209.12863070539422	12.021127231396671	

Income statement in 2019 and 2020 Hilton

2020	
Sales	Cost of goods sold	Gross profit	Operating Expenses	Operating Income	Interest Expense	Total Other income/ expenses net	Income tax expense	Profit  	4307000	3742000	583000	702000	-119000	429000	-376000	-924000	-715000	2019	
Sales	Cost of goods sold	Gross profit	Operating Expenses	Operating Income	Interest Expense	Total Other income/ expenses net	Income tax expense	Profit  	9452000	7017000	2435000	859000	1576000	414000	82000	1244000	881000	


Horizontal analysis of Income Statement for 2019 and 2020

INCOME Difference 2020-2019	
Sales	Cost of goods sold	Gross profit	Operating Expenses	Operating Income	Interest Expense	Total Other income/ expenses net	Income tax expense	Profit  	-5145000	-3275000	-1852000	-157000	-1695000	15000	-458000	-2168000	-1596000	
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