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Executive Summary
The aim of this report is to evaluate the financial statements of Hilton’s Worldwide Holdings. Who are an hospitality firm operating around the world. 
This report is produced for the Chief Executive of the organisation who will analyse the findings of performance for the years 2019 and 2020. Relating to profitability of the business, liquidity and gearing ratio performance. The report will provide directive and objections of the ratio and help identify the trends which may be available, identify any potential weaknesses and strengths of performance.
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Introduction
Hilton is known to be the biggest and fast growing  business in the world within the hospitality industry. Established in the early 1900s by Conrad Hilton, now consisting of 18 brands worldwide within 122 countries and territories, consisting of over 6800 properties worldwide (Hilton, 2022). 
The report will analysis Hilton’s Worldwide Holdings profitability of the business, liquidity and gearing ratio for years 2019 and 2020.  This report is produced for the Chief Executive of the organisation who will analyse the findings of performance of the business. The details provided will enable them to use the information on the key areas on the finances for the business such as products, growth, profits, assets and liabilities. Aiding them to identify any trends and make assumptions which will make an overall impact on the decision making process.  
“A ratio shows the relationship of one figure to another and can be used in accounting to demonstrate the interplay between balance sheet items, or between features of the profit and loss account and the balance sheet (Pizzey, 2001, p-236).”
Financial ratios assist in understanding the data of a company’s finance, allowing to identify the performance overall. This can be evaluated from company’s financial statements. Liquidity, profitability and solvency are the classifications of financial ratio (Harmon, n.d.). 
The report will provide directive and objections of the ratio and help identify the trends which may be available, help identify any potential weaknesses and strengths of performance of the business. Why limitation of ratio does not identify why the activities are weaknesses or strengths for the organisation. Additional investigations may need to be conducted to identify the reasons behind this (Accounting Tools, 2022).
Prepares them to focus on how to settle price levels and budgeting, helps to explore future plans and encounter within action plans and will supports when dealing with situations for example Brexit and the pandemic. 




Financial Analysis
Income Statement 2019 & 2020 - Hilton Worldwide Holdings Inc. (HLT)
	2020	2019	Change		% Change	
Fiscal Year Ends	31/12/2021	31/12/2020		
Sales	4,307,000	9,452,000	-5,145,000	-54
Cost of goods sold	3,724,000	7,017,000	-3,293,000	-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 before taxes	-924,000	1,244,000	-2,168,000	-174
Net income	-715,000	881,000	-1,596,000	-181

Table: 01
There are 5 elements which are incorporated within the financial statement analysis incorporates 5 elements. Horizontal analysis, vertical analysis,  ratio analysis, earning power and irregular items, quality of earnings are the 5 basics of financial statement analysis (Accounting Standards Board, n.d.).
In order to support businesses there are firms which help businesses in preparing the financial statements. Ensuring profits and loss account needs are included within the 12 months window (IFRS, 2021).
International financial Reporting Standards (IFRS) is a non-profitable foundation, which is an organisation for the public. Recognised in guiding companies on developing high standards financial statements following the accounting rules (IFRS, 2021).
Primary financial statements can be basic statements which includes balance sheet, income statement, retaining earnings, cash flows are the 4 key areas relating to the primary statement.
Hilton Worldwide Holdings can be seen to use this such information as needed to provide performance information which are needed for the report.
Horizontal analysis can also be known as trend analysis, it compares line items on the financial statements of a number of years to track the performance of the company in relation to the track history to establish whether the company is declining or improving (My accounting Course, 2022).
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Chart: 02

According to Hilton Worldwide Holdings Inc. (HLT) accounts 2019 and 2020, there has been significate decrease in the sales achieved for 2020 compared to 2019. Resulting in -54% decrease overall compared to the previous year. This same can also be seen in other areas such as operating income and other income. 









Chart: 03

The trends can be seen having an impact on the business overall, leading to decrease in costs of goods sold and sales. 
This has been mainly occurred due to the pandemic which has impacted the economy. The negative impact of the organisation being less operational due to government guidelines can be seen in their calculations. Having no option but to close or operate at a limited level has several shown consequences overall to the performance of the leading brand.
Hilton is known to be the biggest growing  business in the world within the hospitality industry. Based on Hilton’s performance 2019 and 2020, even though their financial statement report shows a massive fluctuation and loss of revenue, this is the best time to invest as the share prices is more likely to be low. Due to the rapid growth seen with the company in the past, it is highly likely to boom back with the sales and revenue. Hilton Worldwide Holdings have reported that the significant drop of revenue occurred due to the pandemic. Which has impacted the impact the global travel and tourism industry (Simon, 2020). With the normality of life returned after the pandemic, the industry is to predicted to be at the peak as more people are likely to travel and stay at hotels or enjoy traveling away from home. 
According to WallstreetZen (2022), 2 analysts recommend Hilton Worldwide Holdings is a strong buy, being up 8.5% on stocks compared to the rivals. Forecasting to see potential growth earnings and revenues by 2024. Despite huge losses Hiltons still shaping the future with new properties (Fox, 2021). This proves to show that they are worth investing even under challenging conditions the brands shows to hold strong.

Balance Sheet 2019 & 2020 - Hilton Worldwide Holdings Inc. (HLT)
	2020	2019	Change		% Change	
Current Asset	4,202,000	2,093,000	2,109,000	101
Non Current Asset	15,810,000	12,558,000	3,252,000	26
Total Asset	16,755,000	14,957,000	1,798,000	12
Current Liabilities	2,431,000	2,871,000	-440,000	-15
Non 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	-12,697,000	-213
Total Stockholders' Equity	-1,490,000	-482,000	-1,972,000	-409
Total Liabilities and Stockholder	16,755,000	14,957,000	1,798,000	12


Table: 02















Chart: 04

There are subdivisions of assets, firstly fixed assets which is purchased for a use which is continuous and is not for resale for business such as a motor vehicle for business purpose, land, building or machinery. Current assets are usually for a short period or term, predicted to earn a specific or expected amount in money within a timescale (NI Business Info, n.d.).
Liabilities are usual occurred when the business owes something to a third party that requires to paid in the near future or on a specific date. Current liabilities are required to be paid within 12 months, whereas long terms liabilities are needed to be paid over a period more than 1 year (FreshBooks, 2019).
Liquidity ratios are based on the short term measures, obligations which the company needs to pay for the need of cash from creditors such as suppliers and bankers. Current ratio, acid-test ratio, inventory and receivable turnover are included in the ratios (Harmon, n.d.).
Else Grech Accounting (2018) states maths is not important but it’s the analysis which matter. Assets value have increased compared to the previous year but the liabilities have increased as more money is owed due to the loss of sales and profits.











Chart: 05

The difference between costs and financial accounting is that there are two key areas,  management accounting and financial accounting. Financial accounting is external focused, required to be completed with accurate information for audit purposes and is required to be completed within a specific timescale. The report looks at the whole organisation, provides  evidence of the accounting from the financial report (Accounting Tools, 2022). 
Financial accounting provides historic information on figures which have occurred in the past within the last five years. Produced annually and also prepared for stakeholders (The Balance Sheet, 2018).
Management accounting can be also classified as cost accounting, mainly internally focused, is optional and organisation needs to be completed in some aspect but an organisation can choose when and how. Provides approximate information as it is required to be completed in a timely manner, needs to be accurate, chosen segments of the organisations can be completed instead of the whole business. No set rules are followed or agreed to be given (The Balance Sheet, 2018).
Certain periods can be done for the past, present or the future purpose. Only conducted and produced when needed and designed for managements requirements. 
Management accounting provides solutions and answers for  the costs of services/goods given to customers, revenues received relating to the costs which allows to measure the profits, evaluate the value of stocks of goods which will provide information for the balance sheet, potential future costs, comparisons of actual and budget costs, select information which are necessarily required for management to provide and evaluate the decision making process (The Balance Sheet, 2018).
Hilton’s balance sheet can see the difference between 2019 and 2020, with some significate changes to value of assets increasing and common stock remaining the same.  The balance sheet may not show enough detailed information to the reason of the increase, however due to the circumstances which the business has experienced it can be assumed that the cost of liabilities have increased from creditors. The existing assets have increased due to the limitation of supplier shortage of goods available. 

Benefits and Limitations of Ratio Analysis	
If ratio analysis is used as a tool for management, the results can be deceptive when the results are compared across different sectors. As the assets may differ depending on the type of industry,  some may have more fixed assets compared to other sectors. This may results in some industries being more in debt in order to pay off fixed assets and others with few will incur less to none debt (Accounting Tools, 2022). 
According to Vaidya (n.d.) other ratio analysis limitation includes breakdown of the size of business, contingent liability not taken into account, uniform accounting policies not incorporated, impact of the market conditions or seasonal taken into account.
This will overall impact the decisions making process as when the business requires to make any changes, the conclusion may provide incorrect information for future prospects as well as for the management. It is important that all ratio calculations regarding the business is completed separately and if needed when compared this can be seen clearly, provide more accurate and detailed information to assist when making decisions for the business. 
It is important for hotel management to understand the fluctuation, as can be seen and identified shown on the report for Hilton’s financial statement, it is clear that that the pandemic has caused the fluctuation which has had an impact on the company as well as the whole industry. It is essential the management is able to analyse the information seen in their financial statements, as this will enable them to plan strategies and aid them in decision making to avoid and future damage to the profit and sales of the organisation. Strategies which are adaptable depending on the circumstance arise will benefit for future growths.   

Conclusion
To summarise the report, according to Hilton Worldwide Holdings financial statements for 2019 and 2020, the Hotel group has shown a huge decline compared to the figures of gross profit of year 2019 to 2020. This is not due to the lack of performance made from the organisation but to the global impact of Covid pandemic, which has had on the industry as this has impacted the whole industry. In order to minimise the future sales decreasing and maximise the growth it is important that the organisations has strong measures put into place in order to regain guest back to their normality of traveling. Not to rely on the balance sheet as the information may be confused with the overall performance of the company instead of individual department or sectors. This may lead to assumptions made which may impact the decision making process and have incorrect changes made. 
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