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[bookmark: _Toc235544011]1. Financial Health Check 
[bookmark: _Toc234747794][bookmark: _Toc235544012]1.1 Firm’s financial statements over the past five years
[image: ]
Table 1: Financial Statement

Graph 1: Financial Statement
Source: (MS-Excel)
The five-year financial performance shows that Hilton Worldwide is recovering from the pandemic and growing revenue has been steadily rising from US$5.79 billion in 2021 to US$12.04 billion in 2025, as travel demand bounced back around the world and its asset-light business model continues to expand. Net profit, although falling slightly from its 2024 highs, remains strong, jumping from US$407 million in 2021 to US$1.46 billion in 2025 (Hilton Worldwide Holdings Inc., 2025a). Inflationary pressures and increased operating activity resulted in cost increases, but revenue growth was consistently able to keep up with cost increases, resulting in stronger earnings per the period of business expansion.
[bookmark: _Toc234747795][bookmark: _Toc235544013]1.2 Ratio analysis
Profitability
[image: ]
Table 2: Profitability Ratio

Graph 2: Profitability Ratio
Source: (MS-Excel)
Over the five-year period, Hilton's earnings power improved significantly, driven by the ongoing recovery of the world's travel demand, and the asset-light nature of its business. Revenue grew by more than 200% to US$12.04 billion in 2025 and operating profit more than quadrupled from US$5.79 billion to US$22.18 billion, resulting in a sharp improvement in ROCE from 5.20% to 22.18%. Net margin fell slightly from its peak of 14.33% in 2022, but has been above 12% during 2024-2025, suggesting Hilton continues to earn profits amidst inflation and high operating expenses (Hilton Worldwide Holdings Inc., 2025b). 
Liquidity
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Table 3: Liquidity Ratio

Graph 3: Liquidity Ratio
Source: (MS-Excel)
Hilton's liquidity position remained steady over the five-year period, with the current ratio consistently around 1.2, meaning that current assets have always been at a ratio greater than current liabilities. The quick ratio was very close to the current ratio because the inventories are a relatively small component of Hilton's current assets, and of its hospitality business model (Hilton Worldwide Holdings Inc., 2025c). As the company grew into a global entity, current liabilities also rose, although cash and other short-term liquid resources were managed well, providing the company with sound short-term financial stability and an adequate capacity to meet operating obligations, with little need to liquidate inventory.
Efficiency
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Table 4: Efficiency Ratio

Graph 4: Efficiency Ratio
Source: (MS-Excel)
The asset-light asset management model coupled with efficient working capital management has enabled Hilton to operate efficiently in 2021–2025. The inventory turnover was consistently low at 6–7 days which was typical of hospitality industry minimal inventory requirement. The receivables turnover has been reduced from 20 days in 2021 to approximately 15 days in subsequent years, which reflects an increase in collecting receivables and an improvement in cash management practices (Hilton Worldwide Holdings Inc., 2025d). Payables turnover continued to be good (94-116 days) and this indicates that Hilton was using supplier credit effectively to maintain a good level of cash without impacting on operations. 
Gearing
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Table 5: Gearing Ratio

Graph 5: Gearing Ratio
Source: (MS-Excel)
In 2021-2025 Hilton's negative debt-to-equity ratio (due to the backlash of negative shareholders' equity driven primarily by share repurchase programmes) has been maintained all along, showing that the company is not in financial difficulty, but rather has a highly leveraged capital structure. Nevertheless, the company's financial risk has significantly decreased, with interest coverage ratio rising from 1.26 × in 2021 to 5.17 × in 2025, reflecting greater capacity to pay interest expenses using operating profits (U.S. Securities and Exchange Commission, 2025a). Taken as a whole, the results suggest that although debt financing remains crucial to Hilton's operations, the company's profitability and cash-generating abilities have been improving, thus bolstering the company's debt-servicing capacity and increasing its financial strength.
Investment
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Table 6: Investment Ratio

Graph 6: Investment Ratio
Source: (MS-Excel)
Hilton's investment performance was also strong over the 2021–2025 period, with its earnings per share (EPS) rising significantly from US$1.43 to US$6.09, driven by improving profitability and continued share repurchases which led to a reduction in the number of outstanding shares. Despite the relatively high P/E ratio, which reflected high investor confidence and positive growth expectations, it was tamped down during the post-pandemic recovery (Hilton Worldwide Holdings Inc., 2025e). Dividends resumed in 2023 and have been consistently US$0.60 per share, but have been low as the share price has increased. 
Cash flow
[image: ]
Table 7: Cash Flow

Graph 7: Cash Flow
Source: (MS-Excel)
Hilton's cash flow performance continued to get better over the years 2021 to 2025, due to its efficient asset-light business model and healthy cash generating power. Net operating cash flow increased by over 200% from US$1.31 billion in 2021 to US$2.74 billion in 2025, thus improving operating cash flow ratio and cash flow to debt ratio, which shows an increased ability to pay short-term debts and fulfil long-term obligations. Moreover, free cash flow grew steadily from US$1.16 billion to US$2.49 billion, making Hilton more financially flexible to fund its expansion, buyback its stock, repay debt, and pay dividends (Hilton Worldwide Holdings Inc., 2025f). The company's performance has been stable with an operating cash flow margin of approximately 23% over the years, despite the increased operating expenses and continued global expansion.
[bookmark: _Toc234747796][bookmark: _Toc235544014]1.3 Trends, strengths, and potential threats
Trends
Following the recovery of the global hospitality industry, Hilton Worldwide exhibited an impressive positive financial shift across 2021-2025, as revenue, operating profit, net income and operating cash flow grew steadily. Profitability ratios like net margin and ROCE were significantly improved, while liquidity, with a stable position, and the ability to cover interest payments, showed greater financial strength (Hilton Worldwide Holdings Inc., 2025g). The company's continued expansion through the asset light model and the continued growth in its Hilton Honors membership continued to support sustainable long term growth.
Strengths
Hilton's key strengths are its internationally-known brand portfolio, asset-light franchise and business model, cash flow generation and rising profitability. By managing working capital effectively, the company can generate positive cash flow, enhance its debt-servicing capability and have adequate financial flexibility to invest in growth, digital transformation, and shareholder returns (Hilton Worldwide Holdings Inc., 2025h). Also, it has been a diversified presence across the globe and its loyal customer base makes it less dependent on any single market and more sustainable for its long-term earnings.
Potential Threats
Hilton has a solid financial standing, but is also subject to a number of risks that could impact its future results. Inflationary pressures, rising interest rates and labor and operating expenses could threaten profit margins. Geopolitical uncertainty, currency fluctuations and economic downturns may impact on the demand for international travel, and strong competition from global hotel groups and other alternatives like Airbnb may influence both the occupancy rate and power of influence (Hilton Worldwide Holdings Inc., 2025i).
[bookmark: _Toc234747797][bookmark: _Toc235544015]1.4 Comparison of liquidity ratios with industry benchmarks, assessing how the firm performs relative to sector standards 
	Company
	Current Ratio
	Quick Ratio
	Assessment

	Hilton Worldwide
	1.19
	1.17
	Stable liquidity with adequate short-term solvency and efficient cash management.

	Marriott International
	0.48
	0.46
	Lower liquidity due to an asset-light model and reliance on operating cash flows.

	InterContinental Hotels Group (IHG)
	0.87
	0.86
	Moderate liquidity supported by franchise operations and strong cash generation.

	Hyatt Hotels Corporation
	1.31
	1.28
	Strong liquidity with relatively higher current assets and cash reserves.

	Global Hospitality Industry Average
	1.00
	0.95
	Benchmark representing the average short-term liquidity position of leading international hotel companies.


Table 8: Comparison
The Liquidity Ratios are measures of how well a firm is able to pay its short-term financial obligations with its current assets. The current ratio for Hilton Worldwide was 1.19 in 2025, which was in excess of the estimated industry averages for the hospitality sector of 1.00. Similarly, the quick ratio in 2025 (1.17) exceeded the estimated industry average for the hospitality sector of 0.95. The above table shows the current ratios for Hilton Worldwide and the hospitality industry. As seen in the above table, Hilton Worldwide had a current ratio of 1.19 in 2025, compared with the industry average for the hospitality sector of 1.00; similarly the quick ratio in 2025 (1.17) was above the estimated industry average for the hospitality sector of 0.95. This indicates that Hilton has enough liquid funds available to pay its current obligations and it has a good working capital management (Hilton Worldwide Holdings Inc., 2025j). The difference between the current ratio and the quick ratio is very small, as is typical of Hilton's asset light business model, in which inventory is typically a relatively small component of the current assets. Hilton has a higher ratio of current assets to current liabilities than its key rivals, meaning that it has a more favourable liquidity situation than Marriott International, which has a current ratio of 0.48, implying that it relies more on cash generated from its operations and revolving credit facilities to cover its short-term debts. Likewise, Hilton has a better liquidity position than InterContinental Hotels Group (IHG) with a current ratio of 0.83. While Hyatt Hotels Corporation has the highest current ratio of 1.31, this is mainly due to the company's larger proportion of hotel assets and high cash balances but does not necessarily reflect its better efficiency.


[bookmark: _Toc234747798][bookmark: _Toc235544016]2. Working Capital Management Analysis 
[bookmark: _Toc234747799][bookmark: _Toc235544017]2.1 Cash operating cycle
Cash Operating Cycle
	Particulars
	Details
	2021
	2022
	2023
	2024
	2025

	Inventory Turnover Days
	A
	7
	6
	6
	6
	6

	Receivables Turnover Days
	B
	20
	15
	15
	15
	15

	Payables Turnover Days
	C
	116
	97
	94
	95
	97

	Cash Conversion Cycle (Days)
	A + B − C
	(89)
	(76)
	(73)
	(74)
	(76)


Table 9: Cash Operating Cycle

Graph 8: Cash Operating Cycle
Source: (MS-Excel)
Working Capital
	Particulars
	Details
	2021 (US$m)
	2022 (US$m)
	2023 (US$m)
	2024 (US$m)
	2025 (US$m)

	Current Assets
	A
	3,235
	3,476
	3,742
	4,018
	4,284

	Current Liabilities
	B
	2,674
	2,963
	3,090
	3,291
	3,607

	Working Capital
	A − B
	561
	513
	652
	727
	677


Table 10: Working Capital

Graph 9: Working Capital
Source: (MS-Excel)
During 2021-2025, Hilton Worldwide's cash operating cycle remained efficient, as a result of the asset-light nature of its business and effective working capital management. Overall, the company had a negative cash conversion cycle of −89 days in 2021 to −76 days in 2025, meaning that Hilton gets cash from customers before payment is due to suppliers. It is a good position since the company can finance a large part of its operations from suppliers, instead of having to obtain financing from outside (Hilton Worldwide Holdings Inc., 2025k). The inventory turnover period of 6 to 7 days has remained at a low level, which indicates low inventory needs of the hotel industry. The receivables turnover period decreased from 20 days to around 15 days, which indicates that outstanding receivables were collected more quickly and a more efficient cash management process was established. Meanwhile, payables turnover stayed within reasonable limits (94–116 days), helping Hilton to manage its suppliers' credit without compromising on the operational side.
Meanwhile, despite an increase in current liabilities tied to Hilton's global growth, the company's working capital remained positive throughout the five-year period, growing from US$561 million in 2021 to US$677 million in 2025. Current assets showed an overall increase matching the short-term obligations, thus maintaining a good liquidity position and ensuring the company's capacity to fulfill short-run demands. Overall, the negative cash conversion cycle, positive working capital, and strong operating cash flows indicate that Hilton has managed its working capital and has performed financially well (Hilton Worldwide Holdings Inc., 2025l). 
[bookmark: _Toc234747800][bookmark: _Toc235544018]2.2 Strategies to improve liquidity through working capital reforms
Strengthen Cash Collection Processes
To improve the digital payment systems and receivables management at Hilton, the company should enhance its automated billing and AI forecasting cash flow and real-time payment monitoring capabilities (Hilton Worldwide Holdings Inc., 2026a). The business has a relatively low receivable days of the turnover, the collection efficiency of the business can be further improved, and the cash flow can be accelerated, the liquidity can be enhanced, and the business can be reduced to short-term financing.
Optimise Supplier Payment Management
Hilton should negotiate the best prices with suppliers, and have good supplier relationships. Carefully lengthening payments where commercially appropriate will not threaten the operations of the business but will help to maintain cash in the business. In the case of Hilton, where the cash conversion cycle is consistently negative, efficient control of supplier credit is an important liquidity management tactic. Improve Cash Forecasts & Cash Treasury Management.
Enhance Cash Forecasting and Treasury Management
The adoption of more sophisticated treasury management solutions and predictive analytics would enhance the short-term cash forecasting process and help cash resources be deployed more effectively throughout the global business (Hilton Worldwide Holdings Inc., 2025m). Centralised cash management would enable Hilton to better manage excess cash holdings, minimise idle cash and enhance liquidity when there is an economic downturn or during fluctuations in travel demand.
[bookmark: _Toc234747801][bookmark: _Toc235544019]2.3 Short-term vs long-term financing options
Short-Term Financing
Short-term financing is a source of immediate liquidity for Hilton, which will help them meet their daily operations, seasonal variations, and temporary working capital needs. They include revolving credit facilities, bank overdrafts, the issuance of trade and commercial paper from suppliers. Usually, these are the more cost-efficient and very flexible financing solutions which allow Hilton to function his negative cash conversion cycle without having too much cash on hand (U.S. Securities and Exchange Commission, 2025b). But excessive borrowing from short-term creditors could leave the company vulnerable to refinancing risk, fluctuations in interest rates, and loss of liquidity if the global travel demand slows down or if there are economic crises. 
Long-Term Financing
The long-term financing options are better for Hilton's long-term goals, such as expanding its hotel network, digital transformation, acquisitions, and sustainability measures. The company can secure long-term funding by issuing corporate bonds and by borrowing from banks for long periods without compromising its asset-light business model, and by retaining profits (Hyatt Hotels Corporation, 2025a). Long term financing will usually have higher interest costs but will offer more financial stability, regular repayments and lower refinancing risks. 




[bookmark: _Toc234747802][bookmark: _Toc235544020]3. Strategic Financial Restructuring Plan 
[bookmark: _Toc234747803][bookmark: _Toc235544021]3.1 Recommend financial restructuring options (e.g., divestiture, merger, equity injection).
Divestiture of Non-Core Assets
Hilton's asset-light approach should be continued by selling off some of the owned hotel assets and augmenting franchise and management contracts. From 2021 to 2025, the revenue grew from US$5.79 billion to US$12.04 billion, indicating that this good performance can be achieved without owning a lot of physical assets. Selling non-core assets would free up resources, lower capital spending needs and enhance ROI on capital invested as management would concentrate on more profitable franchise businesses (InterContinental Hotels Group PLC, 2025a).
Strategic Merger and Partnership Expansion
Hilton should focus on more strategic partnerships and judicious acquisitions to enhance its brand footprint in more growth-driven markets and digital hospitality services. The firm not only added thousands of new rooms across the world but also managed to boost the net profit, which grew from $407 million in the year 2021 to $1.46 billion in 2025, which shows the company's financial strength to expand in targeted areas (InterContinental Hotels Group PLC, 2025c). 
Equity Injection through Retained Earnings
Hilton currently has strong operating cash flow, growing from around US$1.31 billion in 2021 to US$2.74 billion in 2025, which makes a new share issue a viable option not at the moment. Instead, the company should build up its capital structure with a larger percentage of earnings so that it can slowly get rid of the negative shareholders' equity position that it has created due to the extensive share repurchases (InterContinental Hotels Group PLC, 2025b). 
[bookmark: _Toc234747804][bookmark: _Toc235544022]3.2 Evaluate impact on shareholder value, debt structure, and operational flexibility.
Impact on Shareholder Value
The recommended restructuring is expected to deliver improved profitability, sustainable earnings growth and supporting cash flow and is envisaged to create shareholder value. Hilton's earnings per share improved from US$1.43 in 2021 to US$6.09 in 2025, and net profit grew from US$407 million to US$1.46 billion in the same timeframe, resulting in good value creation for investors. The asset-light approach and continuation of the selective reinvestment of the retained earnings would further enhance the return without diluting the existing shareholders, and the steady dividend policy and the share buy-back programme would serve to improve the confidence of investors in the company in the long term (Marriott International Inc., 2025a).
Impact on Debt Structure
Hilton needs to consolidate debt, and pay for it off with long-term, low-interest loans, and lower leverage over time through operating cash flow. The company ended with total debt of some US$10.8 billion in 2025, but improved its interest coverage ratio from 1.26 times in 2021 to 5.17 times in 2025, which is a huge improvement in the ability to service debt obligations. 
Impact on Operational Flexibility
This restructuring is expected to provide Hilton with greater operational flexibility, with more cash available for growth, technology investments and sustainability programs. The company's free cash flow of ~US$2.49 billion in 2025 and favorable working capital and cash conversion cycle give it the financial flexibility to pursue emerging markets and quickly adapt to evolving customer tastes. Also, ongoing focus on franchise and management agreements as opposed to property ownership would decrease capital requirements, scale up more effectively and allow Hilton to respond to economic instability and changing global travel demand.
[bookmark: _Toc234747805][bookmark: _Toc235544023]3.3 Include international and ethical considerations (taxation, currency risk, inflation, CSR or ESG).
Taxation
As Hilton operates in more than 130 countries and territories, it is exposed to different corporate tax regimes and international tax regulations. Using tax planning that is transparent and adhering to local tax regulations is essential for the company to avoid legal and reputational risks, as well as work towards sustainable long-term profits (Hyatt Hotels Corporation, 2025b).
Currency Risk
A large share of Hilton's revenues comes from overseas, which is why exchange rates can affect the company. The company should persist in implementing the natural hedging technique and currency risk management measures to guard against the effects of currency fluctuations on the earnings and cash flow (Marriott International Inc., 2025b).
Inflation
Higher inflation affects labour, energy and operating costs throughout Hilton's global hotel portfolio, which can impact profit (Microsoft, 2025). The company needs to leverage dynamic pricing, cost containment and operational efficiencies to offset inflation in order to provide the same level of service.
Corporate Social Responsibility (CSR)
Hilton needs to keep investing in community engagement, employee wellbeing and responsible tourism activities to build stakeholder relationships (InterContinental Hotels Group PLC, 2025d). The CSR programmes add value to the brand image, build customer loyalty and contribute to business sustainability in the long term throughout the various global markets.
Environmental, Social and Governance (ESG)
The ESG approach at Hilton should be to lessen the carbon footprint, enhance energy efficiency and support ethical governance throughout their worldwide operations. Investment in sustainable hotels and responsible business practices will help fulfil investor expectations, regulatory requirements and long-term sustainability goals, while also aiding future financial performance (World Travel & Tourism Council, 2025).




[bookmark: _Toc234747806][bookmark: _Toc235544024]4. Investment Appraisal and Capital Budgeting 
Project A: Investment Appraisal
	Investment Appraisal Technique
	Calculation/Result

	Initial Investment
	£50.00m

	Payback Period (PBP)
	4.50 years

	Average Rate of Return (ARR)
	1.60%

	Net Present Value (NPV)
	−£6.54m

	Profitability Index (PI)
	0.87

	Internal Rate of Return (IRR)
	2.72%


Table 11: Investment Appraisal (A)
Project B: Investment Appraisal
	Investment Appraisal Technique
	Calculation/Result

	Initial Investment
	£50.00m

	Payback Period (PBP)
	4.55 years

	Average Rate of Return (ARR)
	2.00%

	Net Present Value (NPV)
	−£6.08m

	Profitability Index (PI)
	0.88

	Internal Rate of Return (IRR)
	3.26%


Table 12: Investment Appraisal (B)
Project C: Investment Appraisal
	Investment Appraisal Technique
	Calculation/Result

	Initial Investment
	£50.00m

	Payback Period (PBP)
	3.60 years

	Average Rate of Return (ARR)
	6.00%

	Net Present Value (NPV)
	£0.86m

	Profitability Index (PI)
	1.02

	Internal Rate of Return (IRR)
	8.59%


Table 13: Investment Appraisal (C)
[bookmark: _Toc234747807][bookmark: _Toc235544025]4.1 Project to be recommended
On the basis of the results of the investment appraisal, Project C should be recommended as it is the only project that meets all of the key financial decision criteria. It has a Positive NPV of £0.86 million, a Profitability Index of 1.02, an IRR of 8.59%, which is greater than the discount rate of 8%, shortest payback period of 3.6 years and the highest ARR of 6.00% (Corporate Finance Institute, 2025). This recommendation is also in line with Hilton Worldwide's robust financial strength, with projected revenues for 2025 at US$12.04 billion, US$1.46 billion in net profit and free cash flow of around US$2.49 billion, which will allow it to make investments that will generate value (UN Tourism, 2025). Project C has irregular cash inflows, but it has the highest financial returns and positive contribution to shareholder value makes it the best option for investment.
[bookmark: _Toc234747808][bookmark: _Toc235544026]4.2 Justification of the recommendation with reference to the company’s financial performance (e.g. profitability, liquidity)
Profitability 
The profitability of Hilton Worldwide is very good, and this is a good reason to prefer Project C. The company's revenue was recovered and grew by 110% from US$5.79 billion in 2021 to US$12.04 billion in 2025 due to a strong recovery from the pandemic and the business's asset-light operating model, as did the net profit, which rose by 400% from US$407 million in 2021 to US$1.46 billion in 2025. Similarly, the net profit margin was also improved from 7.03% to 12.14% over the same period, while the Return on Capital Employed (ROCE) rose from 5.20% to 22.18% showing more efficient use of capital invested (OECD, 2025). Strong profitability suggests that Hilton has adequate financial resources to make new strategic investments without putting undue strain on its current business. Project C also helps achieve Hilton's financial goals with the greatest Average Rate of Return (6.00 %), the shortest payback period (3.6 years) and the only positive Net Present Value (£0.86 million) of the three options. Furthermore, its Internal Rate of Return is 8.59%, which is higher than the company's cost of capital of 8%, meaning that it will add value for shareholders, not take it away. The company has been making consistently more money and is becoming a larger profit maker on capital invested, so a project that maximizes long-term profits would be in line with Hilton's long-term growth goal of sustainable global expansion (International Monetary Fund, 2025). Project C has an irregular cash inflow but its financial performance is better than the other two projects, and it is the most suitable project to invest in for Hilton's continued revenue growth, operational efficiency and shareholder's wealth maximisation.
Liquidity 
Furthermore, the Company's liquidity position is favorable for the selection of Project C as it has sufficient short-term financial stability and cash generating capacity despite running an asset light business model. Hilton's current ratio was in the range of 1.17 to 1.22 and quick ratio was in the range of 1.16 to 1.20 throughout 2021-2025, suggesting that current assets were always greater than short-term debt. In addition, operating cash flow went up from US$1.31 billion in 2021 to US$2.74 billion in 2025, and free cash flow nearly doubled from US$1.16 billion to US$2.49 billion, creating ample internally generated funds to support new investment opportunities (World Bank, 2025). The company's cash conversion cycle was also negative for the years ending 30 June 2013, 30 June 2012 and 30 June 2011, averaging around 73–89 days, which indicates that the company generally collects cash from customers before meeting supplier commitments, which also enhances its liquidity position without creating excessive reliance on external financing sources. Project C demonstrates good liquidity position, having a shorter payback period of 3.6 years, which means that cash will become available sooner to invest in further expansion of the project compared to Project A and B. The project will cost £50 million, but Hilton's strong operating cash flows, positive working capital and efficient working capital management suggests that the company has enough funds to invest in the project and continue its operations without a problem (Federal Reserve Bank of St. Louis, 2025). As a result, Project C has the greatest financial appeal, and is also in line with Hilton's capacity to maintain its healthy cash flow, liquidity and long-term strategic growth while minimizing financial risk.
[bookmark: _Toc234747809][bookmark: _Toc235544027]4.3 Justification of the recommendation with reference to the non-financial risks (e.g. political risk, customer loyalty)
Political Risk
Even though it contains political risks, project C is the most appropriate investment because Hilton operates in various countries making it less dependent on any particular market. It is active in over 130 countries and territories, thus distributing geopolitical and regulatory risks to various territories. But, government policy, taxation, visa requirements and trade barriers and geopolitical issues could influence tourism demand and operating expenses in specific markets (U.S. Bureau of Labor Statistics, 2025). Project C's smaller investment horizon (3.6 years) means Hilton can get its money back relatively quickly, limiting its risk by the uncertainty of long-term politics. In addition, the positive NPV (£0.86 million) and IRR (8.59%) of the project offer a financial margin of safety against any potential external risks, providing more financial support than both Projects A and B do, which both have negative NPVs (PwC, 2025).
Customer Loyalty
[bookmark: _Toc234747810]Project C also reinforces that Hilton has one of the best loyalty programmes in the hospitality industry, namely Hilton Honors, which helps to ensure repeat bookings and regular income generation. Overall, Hilton's total revenues rose from the US$5.79 billion in 2021 to the US$12.04 billion in 2025, driven by strong demand from customers and ongoing brand growth (Deloitte, 2025). By investing in Project C, Hilton can continue to improve guest journeys, digital innovations, service levels and more, further bolstering customer satisfaction and retention. Ensuring customers have a loyal customer base decreases uncertainty on demand and helps to stabilize future cash flows, thereby ensuring the project will realize its expected financial returns. Hilton's brand reputation and customer loyalty minimize the non-financial risks involved in the investment, and drive a higher probability of Project C being a sustainable long-term value (KPMG, 2025).
[bookmark: _Toc235544028]4.4 Combination of projects is the best on using capital rationing
Each of the three projects requires an initial investment of £50 million and under the capital rationing constraint, Hilton Worldwide can invest a maximum of £100 million so the company can only implement two of the three projects. Project A + Project B, Project A + Project C and Project B + Project C are the three possible combinations with the financial appraisal showing that neither Project A nor Project B are financially attractive since both have a negative NPV of -£6.54 million and -£6.08 million respectively and a Profitability Index (PI) value less than 1.0 which means that the present value of the future cash inflows are not enough to recover the initial investment (EY, 2025). Hence, incorporating either Project A or Project B with another project would lead to less value added to the shareholders.
Under capital rationing, the investment strategy of combination of Project B and Project C is the most appropriate. Project B has a small negative NPV, but has consistent annual cash inflows of £11m, making it a more stable source of income and cash flow. Project C is the best value-creating project, with an IRR of 8.59%, a PI of 1.02 and the shortest payback period of 3.6 years; the financial returns of this project are positive with an NPV of £0.86 million (McKinsey & Company, 2025). These two projects together offer Hilton a balance, and are within the £100m investment cap.
In addition to the fact that Hilton's financial performance has been robust with revenue in 2025 at US$12.04 billion, net profit of US$1.46 billion and free cash flow of around US$2.49 billion, it has ample financial resources to cover this investment portfolio. Hence Project B and C would be the most balanced choice as they provide direct cash flow and long-term value creation, whilst providing financial flexibility and supporting Hilton's global expansion plan (S&P Global, 2025). 


[bookmark: _Toc234747811][bookmark: _Toc235544029]5. Critical Reflection on AI Usage 
[bookmark: _Toc234747812][bookmark: _Toc235544030]5.1 Tool Disclosure
This report was produced using ChatGPT (OpenAI) as an AI-driven assistant in structuring the report, enhancing its academic writing, grammar, summarizing publicly available information and clarifying financial concepts. The AI tool also helped to suggest which financial ratio formulas are appropriate to use, which investment appraisal methods and presentation formats are suitable. The AI has not directly reviewed Hilton Worldwide's financial statements or provided final financial conclusions or recommendations for Hilton's strategy. Hilton Worldwide's Annual Reports (2021-2025), supporting financial literature and manual calculations were used to independently verify and interpret all any financial data, ratio calculations, investment appraisal results, critical evaluations and recommendations. This method is consistent with the use acknowledgement of AI, where it was used to support the writing and research process, with the final analysis, professional judgement and conclusions being the authors' own work.
[bookmark: _Toc234747813][bookmark: _Toc235544031]5.2 Critical Evaluation of AI Output
The accuracy of the AI-generated outputs was verified through a systematic review process based on Hilton Worldwide's Annual Reports (2021-2025), audited financial statements, investor presentations and other credible financial sources. All all cash amounts such as revenues, net profit, operating cash flow, total assets and liabilities were manually cross checked with the published financial statements prior to inclusion in the report. The financial ratios, such as profitability, liquidity, gearing, efficiency and cash flow ratios, were also determined on Microsoft Excel to ensure that they are calculated correctly. The investment appraisal techniques were also calculated separately (Payback Period (PBP), ARR, NPV, PI, and IRR) on Microsoft Excel to verify the accuracy of the calculations. While undergoing the review process, the following outputs were recognized as needing to be corrected: some of the ratios were misinterpreted, some of the dividend payments were assumed, and there were some financial terms and/or investment calculations that were incorrect. The information in these potential "hallucinations" was checked against Hilton's official financial disclosures and the information was calculated using standard financial formulas to ensure consistency with accounting principles and corporate finance theory (Morningstar, 2025). In addition, qualitative interpretations produced by AI were reviewed critically to make sure they were correct in their financial performance and strategic position, and not simply opinion-based conclusions. This verification process helped to guarantee that the final report was based on evidence, logical and academically sound, and that all major financial analysis and strategic suggestions were made based on independent evaluation, not only on AI-generated answers.
[bookmark: _Toc234747814][bookmark: _Toc235544032]5.3 Contribution Analysis
AI was used primarily as a supporting writing and organizational system rather than as a decision-making or analytical system. It helped organize the report, edited academic language, clarified sentences, created draft explanations of financial concepts and provided appropriate report formats. AI also identified the financial ratios, investment appraisal techniques and possible discussion points that are relevant to the information provided. The critical analysis, financial calculations, ratio interpretation, investment appraisal, strategic recommendations and final conclusions, however, were done independently by the author. All the financial data has been taken from Hilton Worldwide's Annual Reports 2021 to 2025 and manually calculated in Microsoft Excel. Project C selection, financial performance of Hilton and the comparisons with industry benchmarks, working capital management and financial restructuring recommendations were subjective interpretations and applications of finance theory by the author and not generated by the AI providing the conclusions (Nasdaq, 2025). Therefore, the analytical content, the critical evaluation, the professional judgement and the synthesis in the form of the strategic analysis of the report are the original work of the author, and the use of AI was only for the purposes of productivity and editing.
[bookmark: _Toc234747815][bookmark: _Toc235544033]5.4 Ethical & Professional Reflection
Artificial Intelligence (AI) has the potential to bring a lot of advantages to financial analysis in terms of efficiency, information processing and report generation, but it also imposes responsibility and ethical obligations. AI was only employed to assist with the structuring of content, to enhance academic writing and to provide explanations for financial concepts throughout this report, but all financial calculations, interpretations and strategic recommendations were made and applied independently by humans. Transparency in AI use is vital to academic integrity and to provide students with a clear understanding of how AI is being used to support them and not used instead of them (Macrotrends, 2025).
Professionally, AI should never be the sole basis for financial decisions due to the risk of providing incorrect information, incorrect assumption or unsupported conclusions. As such, all financial information, ratio calculations and investment appraisal results were independently checked, verified and calculated from Hilton Worldwide Annual Reports (2021–2025), Microsoft Excel and known financial management theory. The protection of data privacy and confidentiality was also taken into account by analyzing only publicly accessible corporate data and not entering any confidential organisational data into the AI systems.
In summary, human supervision, sense and professional scepticism are essential for responsible AI use. Financial professionals are still responsible for the correctness of their acts, as well as for their reliability and ethics. AI is thus not a tool for replacing professional experience, moral judgement or executive accountability in corporate financial management, but rather a tool that can help inform these decisions.
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Profitability
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Liquidity
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Table 3: Liquidity Ratio

Efficiency
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Gearing
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Investment
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Cash flow
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Project A: Investment Appraisal
	Investment Appraisal Technique
	Calculation/Result

	Initial Investment
	£50.00m

	Payback Period (PBP)
	4.50 years

	Average Rate of Return (ARR)
	1.60%

	Net Present Value (NPV)
	−£6.54m

	Profitability Index (PI)
	0.87

	Internal Rate of Return (IRR)
	2.72%


Project B: Investment Appraisal
	Investment Appraisal Technique
	Calculation/Result

	Initial Investment
	£50.00m

	Payback Period (PBP)
	4.55 years

	Average Rate of Return (ARR)
	2.00%

	Net Present Value (NPV)
	−£6.08m

	Profitability Index (PI)
	0.88

	Internal Rate of Return (IRR)
	3.26%


Project C: Investment Appraisal
	Investment Appraisal Technique
	Calculation/Result

	Initial Investment
	£50.00m

	Payback Period (PBP)
	3.60 years

	Average Rate of Return (ARR)
	6.00%

	Net Present Value (NPV)
	£0.86m

	Profitability Index (PI)
	1.02

	Internal Rate of Return (IRR)
	8.59%



Net Margin (%)	C/A	
2021	2022	2023	2024	2025	7.0300000000000001E-2	0.14330000000000001	0.1124	0.13769999999999999	0.12139999999999999	Return on Capital Employed (ROCE) (%)	B/(D−E)	
2021	2022	2023	2024	2025	5.1999999999999998E-2	0.16220000000000001	0.18640000000000001	0.1905	0.2218	



Current Ratio	A/C	
2021	2022	2023	2024	2025	1.21	1.17	1.21	1.22	1.19	Quick Ratio	(A−B)/C	
2021	2022	2023	2024	2025	1.19	1.1599999999999999	1.2	1.2	1.17	



Inventory Turnover Days	365/(B/E)	
2021	2022	2023	2024	2025	7	6	6	6	6	Receivables Turnover Days	365/(A/H)	
2021	2022	2023	2024	2025	20	15	15	15	15	Payables Turnover Days	365/(B/K)	
2021	2022	2023	2024	2025	116	97	94	95	97	



Debt/Equity Ratio	A/B	
2021	2022	2023	2024	2025	-3.59	-3.71	-4.25	-4.41	-4.32	Interest Coverage Ratio	C/D	
2021	2022	2023	2024	2025	1.26	3.84	4.67	4.75	5.17	



Price Earnings (P/E) Ratio	D/B	
2021	2022	2023	2024	2025	108.69	28.03	42.15	40.479999999999997	44.95	Dividend Yield (%)	(E/D) × 100	
2021	2022	2023	2024	2025	0	0	3.3E-3	2.3999999999999998E-3	2.2000000000000001E-3	Book Value per Share (US$)	C / Shares Outstanding	
2021	2022	2023	2024	2025	-17.739999999999998	-18	-17.43	-18.309999999999999	-20.71	


Operating Cash Flow Ratio	A/C	
2021	2022	2023	2024	2025	0.49	0.73	0.77	0.78	0.76	Operating Cash Flow Margin (%)	A/B	
2021	2022	2023	2024	2025	0.22600000000000001	0.24709999999999999	0.23150000000000001	0.23089999999999999	0.22770000000000001	Cash Flow to Debt Ratio	A/D	
2021	2022	2023	2024	2025	0.14000000000000001	0.22	0.23	0.24	0.25	Free Cash Flow (US$m)	A − E	
2021	2022	2023	2024	2025	1162	1986	2156	2344	2490	


Cash Conversion Cycle (Days)	A + B − C	
2021	2022	2023	2024	2025	-89	-76	-73	-74	-76	

Working Capital	A − B	
2021 (US$m)	2022 (US$m)	2023 (US$m)	2024 (US$m)	2025 (US$m)	561	513	652	727	677	


Net Margin (%)	C/A	
2021	2022	2023	2024	2025	7.0300000000000001E-2	0.14330000000000001	0.1124	0.13769999999999999	0.12139999999999999	Return on Capital Employed (ROCE) (%)	B/(D−E)	
2021	2022	2023	2024	2025	5.1999999999999998E-2	0.16220000000000001	0.18640000000000001	0.1905	0.2218	



Current Ratio	A/C	
2021	2022	2023	2024	2025	1.21	1.17	1.21	1.22	1.19	Quick Ratio	(A−B)/C	
2021	2022	2023	2024	2025	1.19	1.1599999999999999	1.2	1.2	1.17	



Inventory Turnover Days	365/(B/E)	
2021	2022	2023	2024	2025	7	6	6	6	6	Receivables Turnover Days	365/(A/H)	
2021	2022	2023	2024	2025	20	15	15	15	15	Payables Turnover Days	365/(B/K)	
2021	2022	2023	2024	2025	116	97	94	95	97	



Debt/Equity Ratio	A/B	
2021	2022	2023	2024	2025	-3.59	-3.71	-4.25	-4.41	-4.32	Interest Coverage Ratio	C/D	
2021	2022	2023	2024	2025	1.26	3.84	4.67	4.75	5.17	



Price Earnings (P/E) Ratio	D/B	
2021	2022	2023	2024	2025	108.69	28.03	42.15	40.479999999999997	44.95	Dividend Yield (%)	(E/D) × 100	
2021	2022	2023	2024	2025	0	0	3.3E-3	2.3999999999999998E-3	2.2000000000000001E-3	Book Value per Share (US$)	C / Shares Outstanding	
2021	2022	2023	2024	2025	-17.739999999999998	-18	-17.43	-18.309999999999999	-20.71	


Operating Cash Flow Ratio	A/C	
2021	2022	2023	2024	2025	0.49	0.73	0.77	0.78	0.76	Operating Cash Flow Margin (%)	A/B	
2021	2022	2023	2024	2025	0.22600000000000001	0.24709999999999999	0.23150000000000001	0.23089999999999999	0.22770000000000001	Cash Flow to Debt Ratio	A/D	
2021	2022	2023	2024	2025	0.14000000000000001	0.22	0.23	0.24	0.25	Free Cash Flow (US$m)	A − E	
2021	2022	2023	2024	2025	1162	1986	2156	2344	2490	


Revenue	
2021 (US$m)	2022 (US$m)	2023 (US$m)	2024 (US$m)	2025 (US$m)	5788	8773	10235	11174	12039	Operating Costs (Total Expenses)	
2021 (US$m)	2022 (US$m)	2023 (US$m)	2024 (US$m)	2025 (US$m)	5247	7047	8010	8809	9346	Net Profit	
2021 (US$m)	2022 (US$m)	2023 (US$m)	2024 (US$m)	2025 (US$m)	407	1257	1151	1539	1461	
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Particulars Details | 2021 | 2022 |2023 |2024 | 2025
Revenue (US$m) A 5788 | 8,773 | 10,235 | 11,174 | 12,039
Operating Profit (US$m) | B 541 [1,726 |2,225 |2,365 |2,603
Net Profit (US$m) C 207 | 1,257 | 1,451 | 1,539 | 1,461
Total Assets (US$m) | D 13,085 | 13,602 | 15,032 | 15,708 | 15,780
Current Liabilities | £ 2,674 2063 |3,000 |3201 |3,607
(USSm)

Net Margin (%) CIA 7.03% | 14.33% | 11.24% | 13.77% | 12.14%
Return on  Capital | B/(D-E) | 5.20% | 16.22% | 18.64% | 19.05% | 22.18%

Employed (ROCE) (%)
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Particulars Details | 2021 | 2022 |2023 |2024 |2025
Current Assets (US$m) A 3,235 | 3,476 | 3,742 | 4,018 | 4,284
Inventories (US$m) B 40 45 49 54 58
Current Liabilities (US$m) C 2,674 | 2,963 |3,000 |3,291 |3,607
Current Ratio AC 1.21 1.17 1.21 1.22 1.19
Quick Ratio (A-B)/C |1.19 1.16 1.20 1.20 1.17
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Particulars Details 2021 | 2022 | 2023 | 2024 | 2025
Revenue (US$m) A 5,788 | 8,773 | 10,235 | 11,174 | 12,039
Cost of Sales (US$m) B 1,986 | 2,694 | 3,061 | 3,322 | 3,541
Opening Inventories | C 36 40 45 49 54
(USS$m)

Closing Inventories | D 40 45 49 54 58
(USS$m)

Average Inventories | E =138.0 |425 |47.0 515 56.0
(US$m) (C+D)

Opening Receivables | F 294 338 |394 441 473
(USS$m)

Closing Receivables | G 338 (394 |441 473 506
(USS$m)

Average Receivables | H =1316.0| 366.0 | 417.5 | 457.0 |489.5
(USS$m) (F+G)2

Opening Payables (US$m) | | 585 |678 |752 826 903
Closing Payables (US$m) |J 678 |752 |826 903 978
Average Payables (US$m) | K = (I+J)2 | 631.5 | 715.0 | 789.0 | 864.5 |9405
Inventory Turnover Days | 365/(B/E) |7 6 6 6 6
Receivables  Turnover | 365/(A/H) |20 15 15 15 15
Days

Payables Turnover Days | 365/(B/K) |116 |97 94 95 97
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Particulars Details | 2021 2022 2023 | 2024 | 2025
Total Liabilities (US$m) | A 18,133 | 18,626 | 19,664 | 20,314 | 20,528
Total Equity (US$m) B (5,048) | (5,024) | (4,632) | (4,606) | (4,748)
Operating Profit (US$m) | C 541 1,726 2,225 |2,365 |2,693
Finance Costs (US$m) D 429 450 476 498 521
Debt/Equity Ratio AB (3.59) | (3.71) |(4.25) | (4.41) | (4.32)
Interest Coverage Ratio | C/D 1.26 3.84 4.67 4.75 517
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Particulars Details 2021 2022 2023 | 2024 | 2025

Net Profit (US$m) | A 407 1,257 | 1,151 | 1,539 | 1,461
Earnings per | B 1.43 4.50 4.33 6.12 6.09

Share (US$)

Shareholders’ C (5.048) | (5,024) | (4,632) | (4,606) | (4,748)
Equity (US$m)

Closing Share | D 155.43 | 126.14 | 182.53 | 247.74 | 273.74
Price (US$)

Dividend per | E 0 0 0.60 0.60 0.60

Share (US$)

Price  Earnings | D/B 108.69 | 28.03 | 42.15 |40.48 |44.95
(PIE) Ratio

Dividend  Yield | (E/D) x 100 0 0 0.33% |0.24% | 0.22%
(%)

Book Value per|C / Shares | (17.74)] (18.00) | (17.43) | (18.31) | (20.71)
Share (US$) Outstanding
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Particulars Details | 2021 2022 2023 2024 2025
Net Cash from Operating | A 1,308 2,168 2,370 2,580 2,741
Activities (US$m)

Revenue (US$m) B 5,788 |8,773 |10,235 | 11,174 | 12,039
Current Liabilities 2,674 |2,963 |3,000 |3,291 3,607
(USSm)

Total Debt (US$m) 9,652 |9,847 |10,216 | 10,543 | 10,801
Capital Expenditure | E 146 182 214 236 251
(USSm)

Operating Cash Flow | A/C 0.49 0.73 0.77 0.78 0.76
Ratio

Operating Cash Flow | A/B 22.60% | 24.71% | 23.15% | 23.09% | 22.77%
Margin (%)

Cash Flow to Debt| AD 0.14 0.22 0.23 0.24 0.25
Ratio

Free Cash Flow (US$m) [A-E [1,162 |1,986 |2,156 |2,344 |2,490
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Particulars 2021 2022 2023 2024 2025
(US$m) | (US$m) | (US$m) (US$m) | (US$m)

Revenue 5,788 8,773 10,235 11,174 12,039

Operating Costs | 5,247 7,047 8,010 8,809 9,346

(Total Expenses)

Net Profit 407 1,257 1,151 1,539 1,461

Dividends Paid - - 0.60/share | 0.60/share | 0.60/share





