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[bookmark: _Toc104566751][bookmark: _Toc104568113]Introduction
Ratio analysis is a process of identifying and understanding a company’s financial performance as well as also its strengths and weaknesses (Nimalathasan Balasundaram, 2012). Through effective analysing of ratios by evaluating a company’s financial statement, a company can manage its properties profitably and ensure effective financial management in hotel industry. Hence in this sturdy, different ratios are calculated based on the given information of Hilton Worldwide Holdings Inc. and also analyse the trend of these financial ratios and make proper conclusion. And the importance of ratio analysis in decision making process and also the limitations of ratio analysis are highlighted. Hence the importance of ratios and their fluctuations for hotel management in analysing financial statements are also examined in this study. 

[bookmark: _Toc104566752][bookmark: _Toc104568114]Calculate horizontal ratios and interpret
Horizontal analysis of Hilton Worldwide Holdings Inc. (HLT)’s financial statements are given below:
	Income Statement
	Hilton Worldwide Holdings Inc. (HLT)

	 
	 

	 
	2020
	2019
	Change
	% Change

	Fiscal Year Ends
	31-12-2021
	31-12-2020
	 
	 

	Sales
	43,07,000
	94,52,000
	-51,45,000
	-54.43%

	Cost of goods sold
	37,24,000
	70,17,000
	-32,93,000
	-46.93%

	Gross profit
	5,83,000
	24,35,000
	-18,52,000
	-76.06%

	Operating Expenses
	7,02,000
	8,59,000
	-1,57,000
	-18.28%

	Operating income
	-1,19,000
	15,76,000
	-16,95,000
	-107.55%

	Interest Expense
	4,29,000
	4,14,000
	15,000
	3.62%

	Total Other income/ expenses net 
	-3,76,000
	82,000
	-4,58,000
	-558.54%

	Income before taxes
	-9,24,000
	12,44,000
	-21,68,000
	-174.28%

	Net income
	-7,15,000
	8,81,000
	-15,96,000
	-181.16%



	 Balance Sheet 
	2020
	2019
	Change
	% Change

	Current Asset
	42,02,000
	20,93,000
	21,09,000
	101%

	Non-Current Asset
	1,58,10,000
	1,25,58,000
	32,52,000
	26%

	Total Asset
	1,67,55,000
	1,49,57,000
	17,98,000
	12%

	Current Liabilities
	24,31,000
	28,71,000
	-4,40,000
	-15%

	Non-current Liabilities
	1,58,10,000
	1,25,58,000
	32,52,000
	26%

	Total Liabilities
	1,82,41,000
	1,54,29,000
	28,12,000
	18%

	Common Stock
	3,000
	3,000
	0
	0%

	Retained Earnings
	-67,32,000
	-59,65,000
	-7,67,000
	-13%

	Total Stockholders' Equity
	-14,90,000
	-4,82,000
	-10,08,000
	-209%

	Total Liabilities and Stockholder
	1,67,55,000
	1,49,57,000
	17,98,000
	12%



Horizontal analysis is applied by a company for reviewing the company’s financial statements over the multiple accounting years of a company. Hence, it implies the percentages of growth and declining over the same line metric in the base year of a company (Britain, 2013). And through the above horizontal analysis of Hilton Worldwide Holdings Inc. (HLT)’s helps the company to show the percentages of growth which help the users of the company’s financial statement to figure out trends and the company’s growth patterns.  Hence the company’s current year’s sales is lower than the base year’s sales as well as the COGS and the Gross profit of the current years are also lower than the base year and showing the negative percentage of changes. Hence in the current year, for increasing the operating and non-operating expenses in terms of the company’s sales, the net income of the current year is too much lower than the net income of base years which shows the negative percentage of growth as well as downward trends of the company as well as comparing the over multiple years the net income of the company shows negative percentages of changes. 
Hence, in the balance sheet of the company based on horizontal analysis, the company’s current assets are increased based on the perspective year due to higher liabilities of the company as well as through horizontal analysis the company can shows its financial position as comparing to its competitors. Hence based on the percentage of changes the assets of the company, the company’s current years ‘total assets are higher than the base year’s assets and the company hold more assets to meet the short-term liabilities as well as holds more in terms of increasing liabilities. And the company’s total assets increased by 12% as well as the current liabilities decreased by 15% but the total liabilities increased by 18%. On the other hand, the company’s total liability and shareholders’ equity also shows negative performances. hence the company’s both retained earnings and also shareholder’s equity is highly poor in terms of the previous which show the negative performances of the company. And holding more assets generates lower profits due to lower investment and hold more assets instead of investment ensure poor business performance. Hence through horizontal analysis, the company can understand the trends of company performance and cab predict the future percentage of growth of the company (Agapova and Vishwasrao, 2020). 
Several profitability ratios, solvency ratios, liquidity ratios, turnover ratios etc. are calculated based on the available financial information of Hilton Worldwide Holdings Inc.(HLT) below:
	Ratio
	Formula
	Year 2019
	Year 2020

	Gross profit margin
	
	
=25.76%
	
=13.54%

	Net profit margin 
	
	
=9.32%
	
= -16.60%

	Return on assets ROA 
	
	
=5.89%
	
= -4.27%

	Current ratio
	
	
=0.73
	
=1.73

	Assets turnover ratio 
	
	
=0.63
	
=0.26



Gross profit margin: Gross profit margin refers to a one kind metric by which a company’s financial health is to be accessed and figure out its remaining revenue after paying the company’s direct costs (Thomas, Tietz and Harrison, 2019). Hence through gross profit a company can access how efficiently it can manage the company’s operations as well as also analyse the sales based performance in the company’s efficiency in production process. According to table, Hilton Worldwide Holdings Inc.’s gross profit in year 2019 and also in the year 2020 are respectively 25.76% and 13.57%
Net profit margin: Net profit margin is referred to as a profitability ratio in which is determined to figure out how much percentage remaining a company’s earnings in terms of paying the company’s all operating and also non-operating expenses on a particular accounting period (Britain, 2013). Higher percentages show higher financial growth or healthy financial condition of a company as well as negative percentage shows the operating and non-operating expenses are much more than company’s earrings which indicate lower financial growth and unhealthy financial condition of a company. Based on the above table, net profit margin of the company in the year 2019 and 2020 are 9.31% and -16.60%
Return on assets (ROA): Return on assets refers to a financial ratio which is measured to examine how much a company is profitable in terms of its total assets as well as higher value indicates a company more effectively utilize its available assets to generate higher profits (Horngren, 2014). Hence based on the above table, ROA of that company in both year 2019 and 2020 are respectively 5.89% and -4.27% 
Current ratio: Current ratio is referred to as a liquidity ratio by which a company can measure its financial ability to meet its financial obligations as well as short-term liabilities by immediate payments with its current assets (Singh, 2017). And through that ratio, a company can also analyse its efficiency in terms of paying its current liabilities and the ideal format of that ratio is 2: 1. According to the above table, the current ratio of HLT in the year 2019 and also in the year 2020 are 0.73 and 1.73
Asset turnover ratio: Asset turnover ratio refers to a turnover ratio of accompany by which a company can measure the company’s ability and efficiency to generate sales from its available assets as well as higher value higher efficiency in terms of utilizing assets to generate sales (Thomas, Tietz and Harrison, 2019). And based on the above table, assets turnover ratio of HLT is financial year 2109 and 2020 are respectively 0.63 and 0.26. Basically a target range of a company’s assets turnover ratio is 0.25 to 0.50 but higher value shows higher efficiency and effectiveness. 
[bookmark: _Toc104566753][bookmark: _Toc104568115]Demonstrate the trends of the calculating ratios and provide appropriate conclusion

Figure 1: financial performance in the year 2019 and 2020 (the author)
According to the line graph, the gross profit margin of Hilton Worldwide Holdings Inc.(HLT) is comparatively lower in the current year than the previous year. And it shows the lower trend of the company as well as the company also has lower sales in terms of the previous year. And due to increasing cost of goods sold in terms of sales in the current year, the company’s gross profit margin is decreased in the year 2020. Hence, the net profit margins of HLT also shows downward trends in terms of the previous financial year which indicates the company has much operating and non-operating expenses in terms of generating earnings and the remaining earnings is lower after paying all expenses like operating and non-operating (Agapova and Vishwasrao, 2020). And the downward trend in net profit margin indicates unhealthy financial condition in the current year by comparing the previous year. Hence the another ratio like ROA also shows downward trend in the year 2020 which indicates the company highly fails to generate effective profits by utilizing its available assets. In 2019, the company generated more profits by utilizing its assets but it fails in the current year and the company is quite unprofitable in the year 2020. 

Figure 2: Financial performance in terms of current and asset turnover ratio (the author)
Hence according to the above line graph of the HLT’s shows the company’s current ratio and assets turnover ratio in the year 2019 and 2020. In terms of current ratio, the ratio in 2020 is much higher than the year 2019. Hence the company holds more current assets to meet up its financial debt obligations of short-term liabilities but in the previous year, the company hold lower current assets to meet its short-term liabilities. But it’s better for the company to hold more current assets than its current liabilities and effective portion help the company to fulfil the immediate payments of its required short-term liabilities (Thomas, Tietz and Harrison, 2019). Hence, the assets turnover ratio of the company is comparatively lower in the year 2020 than previous. and the downward trends show lower efficiency of the company in terms of generating lower sales by using its total assets. And that ratio’s trend indicates the value of asset turnover of the company is decreasing by comparing as the previous year which ensures lower efficiency and effectiveness in terms of generating sales in the current year of HLT. 
[bookmark: _Toc104566754][bookmark: _Toc104568116]The importance of ratio analysis for effective decision-making 
Financial ratios show the performances of an organisation and the ratio analysis is known as an effective management tools by which a company can effectively understand its financial results as well as also figure out the trends of company’s over time (Chim Miki and Nóbrega, 2021). And based on the identifying and understanding weaknesses and strengths, a company can develop the appropriate strategies and initiatives as well as also taking effective business decision which might useful for the company. Hence the process of analysing the financial metric and also interpret the financial ratios, companies’ management can make the best decisions based on that management tool. Ratio analysis is conducted based on a company’s available financial information and the ratio analysis provide valuable information of a company in terms of its performances which help the company’s manager to allocate and utilize its available resources, develop the best strategies for the company as well as effectively find investors for the company (Steffy, Zearley and Strunk, 2014). And through ratio analysis and the interpret of the financial metrics, stakeholders can understand the key financial position and its health condition over a particular accounting period as well as through ratio analysis, they can compare each year financial performances with its perspective year’s performances results. And that help stakeholders to make their business decisions. Hence, ratio analysis helps Hilton Worldwide Holdings Inc.’s manager to analyse the financial statements of the company critically and through critical analysis, the company’s manger effectively figures out and understand the company’s financial health conditions and weaknesses which influence their decision making process. And after finding strengths and weaknesses, company’s manager can develop the best strategies for the company and evaluating financial ratios, the suppliers and other interested parties also can take decision on granting credits, proving loans and also investing on the company (Nimalathasan Balasundaram, 2012). 
[bookmark: _Toc104566755][bookmark: _Toc104568117]Limitation of ratio analysis and analyse the importance of ratios and their fluctuations in Hotel management
Ratio analysis is considered as a method of analysing, interpreting and also comparing of a company’s financial data through measuring the company’s required financial statement’s values and percentages (ANUPAMA and KESAVA RAO, 2019). And it has several limitations like a company’s financial statements seemed to much complicated Hence a company financial information is highly influenced by different views and also hypothesis. And, the standard accounting criteria provides different accounting methods which decrease comparability as well as in that perspective the ratio analysis is quite ineffective or less useful. Hence ratio analysis highly conducted based on the associations of prior data but the interested parties of the company highly concern about the present and future data (Pan, 2015). 
An effective and proper understating of financial ratios and their fluctuations is highly essential for Hotel management in analysing the financial statement’s required data. Different financial ratios like profitability ratio, solvency ratio, liquidity and activity ratio are highly essential in hotel management or for hotel industry (Nimalathasan Balasundaram, 2012). For example, the solvency ratios of a company provide stakeholders an effective understanding in long-term solvency of the company in the hotel industry. And through that ratio analysis, stakeholders can analyse the company’s short term solvency and its ability to meet its short-term financial obligations. Hence in hotel industry, companies need more current liabilities in terms of leasing short-term equipment, salaries and wages and other short-term liabilities and the company needs to ensure effective portion of current assets in terms of current liabilities by considering the stakeholder’s expectations (ANUPAMA and KESAVA RAO, 2019). Hence leverage ratios are also essential for hotel management and like by analysing financial statements, stakeholders expect lower debt ratio and figure out the long term assets which help companies in hotel industry to run the business successfully. And the ratios and their fluctuations help hotel manager to identify financial outcomes and trends which help them to develop strategies which ensure effective financial management of that sector. Hence the ratio analysis and their fluctuations is crucial for hotel management for providing the interested parities of business like investors, dealers, management, leaders of establishing the necessary information that they highly use in several domain’s concern as well as from which the financial analysis of companies drives its importance. 


[bookmark: _Toc104566756][bookmark: _Toc104568118]Conclusion
Ratio analysis is highly used for analysing the financial performances of a company and also used for comparing the performances with perspective years as well as through analysis ratio by evaluating company financial statements, stakeholders might figure out the company’s weaknesses and strengths which help each interested parties to make their decisions. Hence through ratio analysis and its fluctuations, companies can enhance the efficiency in planning and monitoring hotel activity and analyse the influencing factors of profitability, solvency, efficiency etc. 
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2019	Gross profit margin	Net profit margin	Return on assets (ROA)	0.257617435463394	9.3207786711807031E-2	5.8902186267299594E-2	2020	Gross profit margin	Net profit margin	Return on assets (ROA)	0.13536104016716971	-0.1660088228465289	-4.2673828707848402E-2	



2019	Current ratio	Assets turnover ratio	0.72901428073841867	0.63194490873838338	2020	Current ratio	Assets turnover ratio	1.7285067873303168	0.25705759474783646	
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