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Introduction
This research is conducted to analyse and evaluate the financial performance of the hotel industry. This study seeks to evaluate the financial ratios used by the hotels and their management and what is the importance of using ratio analysis in today’s world. The horizontal ratios for 2019 and 2020 will be calculated in this study to aid the analysis of financial information. The trends seen in the ratios will be discussed in detail along with an appropriate conclusion. The importance of ratio analysis will be outlined for the decision-making process. Moreover, the limitations of ratio analysis will be evaluated and discussed in detail understanding the ratios and their fluctuations for the hotel management. 
Importance of ratio analysis
A method that is used to understand the solvency of an organization, profitability position, efficiency of operations, and liquidity position is known as the Ratio Analysis. (Welc, 2022). It is a quantitative technique to use the financial statements of the organizations such as balance sheets and income tax. These analyses and ratios are very helpful in gauging the organization’s financial performance during different periods of reporting. The ratio analysis works as a measurement tool for the stakeholders such as creditors, suppliers, and investors. (Sanjaya, 2019). With the help of this analysis, it becomes easier for the companies to compare their performances with other companies working in the same industry. Various ratios are being used in the world of finance. All figures and inputs can be found in the organization’s financial statements that are used to calculate the ratios of that organization. And most of the figures need to be derived before inputting them. The ratios that are calculated come in various categories such as market prospect ratio, coverage ratio, efficiency ratio, solvency ratio, profitability ratio, and liquidity ratio. The company’s future performance can be predicted by the ratio analysis. (Hasanaj, 2019). Solid ratios are boosted by successful companies in all areas. Return on equity, assets, etc. helps the company to calculate its effectiveness. With the help of the gross margin ratio, the company generates its ability to return on sales. The company’s efficiency in operations is overviewed by the operating margins. Other ratios such as inventory turnover, account receivables, etc. can also be used to measure the company’s efficiency. If these financial ratios are used in decision-making with full knowledge, they can be very helpful and can affect the business factors. If the company considers its limitations it can be very useful for the business. This system was used before in the US for the organization’s capacity of loan repaying, but it was extended later to be used in the decision-making process for different purposes related to business and finance. Later, as the organizations emerged, people were more able to understand the relevance of the ratio analysis. After the Second World War, there was an advancement in technology and science and the market competitiveness also increased, during this phase new techniques and tools were introduced to the ratio analysis system. The ratio analysis is of great importance when it comes to analysing the financial statements, operational efficiency, understanding the company’s profitability, identifying the firm’s risks, identifying the financial risk, future forecasting, and comparison between different companies. (Drake, 2017). The interpretation of data and financial statements is essential for external and internal stakeholders of the company. The numbers are interpreted with the help of ratio analysis. From the provided information the decision-making gets easy with the use of ratio analysis. The proper use of these analyses assists the management of the company to make effective decisions for the effectiveness of the enterprise and its management. The company’s management has started to fully depend upon the financial analysis to make strategic decisions. The ratio analysis is an important tool in the decision-making process of firms. The financial conditions and historical performance can be determined with the use of ratio analysis and the company’s strengths and weaknesses are also determined by it. This analysis helps the management to forecast the future planning and business activities of the firms. All these activities are completed at an estimated budget. The ratio analysis helps the firm to estimate a budget. Ratios play a vital role in communicating and informing the progress and position of the business owners and other parties. The ratio analysis can be defined as the relationship between the variables, numerator, and denominator. The profits are multiplied with the help of this ratio analysis. Despite the evidence, the financial ratio analysis is the most used technique. It controls the expenses and other important factors of the hotel industry and its profitability. One of the modern industries nowadays is the tourism industry and this industry is the biggest source of income for many countries.  (Gamayuni, 2015). Hotels are developing and growing in different countries and people are continuously moving from one place to another. The financial analysis’s main purpose is to provide the investors, management, and leaders with the necessary information that can be used in different domains deriving the importance of financial analysis, many questions are being raised because of the financial analysis and its use in past and present. These questions are the source of determination for the level of a hotel’s performance. 
Financial Analysis

Income Statement	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%
				
				
				



	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	3,222,000	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	-767,000	13%
Total Stockholders' Equity	-1,490,000	-482,000	-1,008,000	209%
Total Liabilities and Stockholder	16,755,000	14,957,000	1,798,000	12%




Limitations of ratio analysis
The information which is recorded in the financial statements is calculated by the ratios, but the financial statements must suffer a huge number of limitations that affects the ratio analysis and its quality. The financial statements don’t predict the future, it just provides historical information, nor do they reflect on the current conditions. Another limitation of ratio analysis is the different policies of accounting, lack of comparison, and standards. The future performance of companies is not represented by the ratio analysis. The top ratio analysis limitations are: 
The attention of intended users is diverted from the financial statements and figures and they don’t care about the business size, economies, and bargaining power. (Robinson, 2020). According to them, these factors don’t have any impact on the performance of the company. Another ratio analysis limitation is that it doesn’t count on any depending liability. The contingent liability mostly depends on matters, litigation, etc. If the ratio analysis results in adverse business outcomes, these factors can be a source of serious repercussions on the financial matters of the company. Ratio analysis doesn’t have the capability to incorporate the accounting policies and their impact on recognizing expenses and income. Ratio analysis doesn’t exhibit the comparison between organizations. (Kanapickienė, 2015). The companies report depreciation based on two methods, the declining balance method, and the straight-line method. Both methods have different net profits. However, the companies that are exposed to movements related to currency are impacted differently. The companies that use creative accounting can distort their financial statements. The ratio analysis can become incomparable if the accounting policies and procedure adopted by the company changes significantly. For instance, if a business shifts from the LIFO valuation method to the FIFO method significant variation in the company’s liquidity ratio and profitability will be seen. Another limitation of ratio analysis is that it is not standardized. (Palepu, 2020). A company that operates in the Real estate has a low capital employed return (ROCE). In some companies, it is not necessary to revalue the assets at such frequencies making it difficult to compare. The standards of ratio analysis are not the same among industries and the companies that are purely based on the financial ratios are not easy to be compared with. Another limitation is historical figures. The ratio analysis states that the history will be repeated, and it depends on the historical figures. These figures are not relevant when the business model of a company is changed or if it enters a different business line. The ratio analysis doesn’t consider the inflation and its impacts, rise in price, etc. it also doesn’t consider the market conditions and their impacts. The business revenues are appeared to be increasing every year. In this research, raw data has been collected from 12 different companies generating the explanatory factor analysis and descriptive statistics. A total of 130 firms were identified having a 1690 sample size. The analysis has been conducted for each of them however the per-share earnings, interest coverage, return on assets and asset turnover were excluded from the data collection because of the invalid results. 
Conclusion 
This study was conducted to bridge the understanding and expansion of the performance analysis providing the firms with real-life implications regarding potential investors and stakeholders. Outlining the set of financial ratios are very important for companies. Four important ratios were identified by the findings such as inventory turnover, receivable turnover, accounts, ROE, cash. The investor’s decisions can be based on these factors rather than examining activity ratios, solvency, profitability and liquidity. If the ratio analysis results in adverse business outcomes, these factors can be a source of serious repercussions on the financial matters of the company. The future studies are detected in this study understanding the performance analysis. With the help of this research and research researches, a trend can be established by the researchers between the economies. This research gap can be used by the researchers to develop further studies. 
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