



EXECUTIVE SUMMARY

The purpose of this financial report analysis is to examine the financial statistics of Hilton worldwide inc, which is a multinational hospitality firm that maintains a group and brands of hotels all around the globe. This report will be submitted to the company's chief executive in order to evaluate its performance over the 2019 and 2020 main years.
The horizontal ratio analysis will be analysed in order to get insight about the overall performance of the company from last year. Following that, the P&L account and balance sheet ratios will be determined. Additional ratios will be analysed to identify the business's weak spots. And trend will be analysed to. Get the better idea of how business is doing in. numbers and percentages. Later to conclude, the findings and the conclusion of the computation, and thorough evaluation of trend will also be given. A critical examination of the ratio findings will be presented to management in the form of visual graphs. Finally, a quick explanation of the ratio will be presented for greater comprehension.
	












(A) HILTON HORIZONTAL ANALYSIS CALCULATIONS

A ratio analysis is the comparison of line items in a company's financial records. Ratio analysis is commonly used to measure a company's liquidity, operational efficiency, and profitability, among other things. This type of research is especially beneficial to analysts outside of a corporation because financial statements are their major source of information about a company. The study of the quantitative relationships between two variables is referred to as ratio analysis. Financial analysts use these measures to examine various financial accounts. Ratio analysis is less useful to corporate leaders who have greater access to extensive operational knowledge about the business. Here is the income statement oh Hilton Worldwide Holdings inc
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	Income Statement
	
	
	
	

	
	2020
	2019
	Change
	% Change

	Fiscal Year Ends
	31.12.2021
	31.12.2020
	
	

	Sales
	4.307.000
	9.452.000
	-5145000
	-0,5

	Cost of goods sold
	3.724.000
	7.017.000
	-3293000
	-0,4

	Gross profit
	583.000
	2.435.000
	-2382000
	-0,1

	Operating Expenses
	702.000
	859.000
	-157000
	-0,2

	Operating income
	-119.000
	1.576.000
	-1695000
	-1

	Interest Expense
	429.000
	414.000
	-372000
	-0,9

	Total other income/expenses 
	
	
	
	

	net
	-376.000
	82.000
	-458000
	-5,5

	Income before taxes
	-924.000
	1.244.000
	-2168000
	-2

	Net Income
	-715.000
	881.000
	-1596000
	-2

	
	
	
	
	



As you can see in the income statement the sales have greatly decreased. Which in short is bad for business. It is indeed in result of Covid 19 the worldwide pandemic that was suffered all around the world and no doubt has affected the sales of Hilton.


What is interesting to see is that operating expenses for both years are almost same but cost of the good sold decrease by 0.4% which in result decrease the net profit for year 2020.








Overall, it seems the company make loss for year 2020. Let’s have. A look at balance sheet.
	
	
	
	
	

	Balance Sheet 2019 & 202
	
	
	
	

	
	
	
	
	

	Hilton worldwide Holdings inc. (HLT)
	
	
	
	

	
	2020
	2019
	Change
	% Change

	Current assets
	4.202.000
	2.093.000
	29.03.7674
	1.01.1900

	Non Current Asset
	15.810.000
	12.558.000
	3252000
	0,25

	Total assets 
	16.775.000
	14.957.000
	1818000
	0,1

	
	
	
	
	

	Current Liabilities 
	2.431.000
	2.871.000
	-440000
	-0,15

	Non current Liabilities
	15.810.000
	12.558.000
	3252000
	0,25

	Total Liabilities
	18.241.000
	15.429.000
	2812000
	0,2

	Common stock
	3.000
	3.000
	0
	0

	Retained Earnings
	-6.732.000
	-5.965.000
	-767000
	-0,1

	Total stockholders equity
	-1.490.000
	-482.000
	-1008000
	-2

	Total Liabilities and Stockholders
	16.755.000
	14.957.000
	1818000
	0,1

	
	
	
	
	

	
	
	
	
	


In horizontal analysis, statements for two years such as 2019 and 2020 periods are employed. The oldest period is commonly chosen as the basis period, and all subsequent periods' assertions are compared to the base period's claims. Changes are often represented in both dollars and percentages.
  The formulae are used to calculate dollar and percentage changes.



The base year in the preceding analysis is 2020, and the comparative year is 2019. All balance sheet and income statement items for the year 2020 were compared to balance sheet and income statement items for the year 2019.
Items' actual changes are contrasted to the predicted changes. For Hilton, if management anticipates a 30% rise in sales and profit but only sees a -0.1%  and -0.5% sale decrease,  the situation must be explored. 
(B) Importance of using ratio analysis for decision making

The purpose of the analysis determines the sort of ratios to be computed. Typically, all of the inputs or information used to calculate these ratios may be found in an organization's financial statements (Buffett, W., 1984). Several figures must be computed before they can be input. Some of the most typical types of ratios that we compute and apply include liquidity ratios, profitability ratios, solvency ratios, efficiency ratios, coverage ratios, and market prospect ratios (Damitio, J., Dennington, L. & Schmidgall, R). Consider the importance of these particular ratio groupings and their analysis.
1. Analysis of financial statements
All internal and external stakeholders of the company need to be able to interpret financial statements and data. The statistics from the balance sheet and income statements are interpreted with the use of ratio analysis. Whenever it comes to the financial outcome, each stakeholder has various interests. The expansion of dividend payments and the organization's earnings potential in the long run are more important to stock investors. 
2. Measuring financial solvency
Ratio analysis is a valuable method for determining the financial solvency or soundness of a corporation. Stakeholders will be able to assess the outcomes and make well-informed financial decisions as a consequence. They can compare current and historical period ratios to see if the firm is performing better than it was in previous quarters or years. Comparing ratios with other firms in the same industry or sector is also possible. This will assist users in comprehending the company's genuine financial situation. 
They might analyse current and past period ratios to assess if the business is outperforming previous quarters or years. It is also feasible to compare ratios with other companies in the same industry or sector. This will let people understand the company's true financial status. Shareholders can use the P/E ratio, also known as the dividend pay-out ratio or the earnings per share ratio, to evaluate a company's financial performance. The debt-to-equity ratio helps creditors assess a company's debt in relation to its equity, as well as the company's ability to make timely interest and principal payments on its debt.
3. Making Comparisons and Making Decisions
Ratio analysis enables stakeholders to swiftly understand a company's financial situation. They can swiftly compare companies in the same field or business. Stakeholders can evaluate their organization's performance. Ratio analysis reveals a company's true status by providing context for comparison rather than just statistics. For example, knowing a company's gross margin of $5000 is worthless knowledge. It would only be useful as a gross margin-to-sales ratio. Ratio analysis also aids management decision-making. Management will be able to rapidly assess which sections of the business are weak and which demand immediate attention by examining various ratios.
4. Measure of business risk
Ratio analysis helps identify a company's risks and management's response to them. Financial and operational leverage ratios, for example, are used to help people comprehend the risk levels of any firm that is reliant on external debt. A user may rapidly discover how much money the corporation has borrowed to support its assets or how far a company's operating income can be stretched by evaluating these ratios. Ratio analysis also helps us evaluate the company's capacity to support interest payments and debt repayment. As a result, the chance of credit failure is reduced. Please bear in mind that equivalent ratios such as the debt-equity ratio, the interest coverage ratio, and the debt payment coverage ratio are also useful. As well as certain other measures, are used to assess financial soundness and credit risk.
5. Coordination and planning that works
Ratio analysis is also necessary for internal management in any firm. It delivers detailed data on important indicators and the success of the firm. It assists management in reviewing results, identifying the causes of budget variances, and successfully preparing for the future. They help in the controlling function by giving management with a clear view of the disparity between planned and actual financials. It also aids management in generating realistic and achievable budgets and predictions. Budgeted value variations at all levels, as well as achievement level ratios, all illustrate where the organization thrived and where it failed, and why.
6. Measure of business risk
Ratio analysis may help us discover company risks and how management controls them. The computation of leverage ratios such as financial leverage and operational leverage helps users comprehend the risk levels associated with any firm's external debt. A user may rapidly discover how much money the corporation has borrowed to support its assets or how far a company's operating income can be stretched by evaluating these ratios. Ratio analysis also helps us evaluate the company's capacity to support interest payments and debt repayment. As a consequence, the danger of credit default is minimized.
Ratio analysis identifies both the good and bad elements of the business. The management team can clearly identify the company's strengths and problems. They can identify unfavourable elements, attempt to improve them, and eventually remove them. Stakeholders should, however, not depend on ratio analysis naively and should use caution when applying the findings. The statistics in the financial statements can occasionally be manipulated by management to make these ratios appear better. When it comes to selecting components or inputs for computations, there is no set structure or procedure. 
(C)
Ratio analysis is a popular method of evaluating a company's performance. It is used by the firm's management to determine where the company stands in contrast to its rivals. Likewise, before investing in a firm, investors employ ratio analysis to make an educated decision. As a result, it's important to be aware of the limits of ratio analysis. Limitations of ratio analysis are:
Quality of Earnings
Even though a company's financials show large profits, its operations cash flows may be negative. Management uses such tactics to boost the market value of their company's stock. There are a number of approaches that may be used to indicate increased profitability.
Accounting Procedures Vary
Different firms may utilize various accounting techniques. Methodologies for depreciation and inventory value may differ. As a result, comparing the ratios of such companies may not provide a whole picture.
Window Dressing
The financial papers of a corporation are utilized to do ratio analysis. Management may easily manipulate or window dress financial numbers to conceal or distort reality. Ratio analysis is incapable of detecting this. Studying a balance sheet or income statement will only lead to wrong conclusions. Although window dressing is not a widespread strategy, it is used by numerous firms to fool their investors.
Comparisons between companies in different industries are not possible 
Users can be fighting a losing battle if they examine the ratios of organizations in different industries. Markets, gestation times, capital structures, and other factors vary by industry. To make ratio analysis meaningful, it is very important to compare firms that are in the same industry.
It is a quantitative rather than qualitative metric.
A quantitative measure is ratio analysis; at most, the financial statistics can be made sense of. If anything is lacking, it cannot identify a cause or justification for the disease, nor can it recommend how to treat it. Without delving into the ratios, performing ratio analysis makes little sense. Profitability ratios, for example, may show that competitors are more profitable. This will not help determine what is causing the problem or what measures can be done to resolve it. Lower profit might be the result of a defective pricing structure, a marketing team that is not performing its job, poor production quality, and so on. To get to the bottom of the situation, one needs look into the ratios. A basic ratio analysis may not be sufficient.
CONCLUSIONS:
The hospitality sector is a vast subset of the service business that includes smaller subcategories such as hotels and lodging, event planning, theme parks, transportation, and other tourism-related areas. Because the hotel industry is so diverse, it's critical to develop a set of financial criteria that can be used to evaluate enterprises of all sizes, regardless of their operations. Because the hotel sector is so reliant on fixed and physical assets, a highly specialized set of financial measures is required in order to adequately analyse industry and individual company performance.
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sales for year 2019-2020 for Hilton

Fiscal Year Ends	2020	2019	Change	% Change	Sales	2020	2019	Change	% Change	4307000	9452000	-5145000	-0.5	



INCOME STATEMENT FOR HILTON

2020	Sales	Cost of goods sold	Gross profit	Operating Expenses	Operating income	4307000	3724000	583000	702000	-119000	2019	Sales	Cost of goods sold	Gross profit	Operating Expenses	Operating income	9452000	7017000	2435000	859000	1576000	



Balance sheet

Balance Sheet 2019 	&	 202	Hilton worldwide Holdings inc. (HLT)	2020	
Current assets	Non Current Asset	Total assets 	4202000	15810000	16775000	Balance Sheet 2019 	&	 202	Hilton worldwide Holdings inc. (HLT)	2019	
Current assets	Non Current Asset	Total assets 	2093000	12558000	14957000	



image1.png
=174

\\\\
@% ////
//
\& //N\\ %//%//Q ‘




image2.png
=174

\\\\
@% ////
//
\& //N\\ %//%//Q ‘




