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Executive Summary
This report investigates the financial and operational performance of Hilton Worldwide Holdings for 2019 and 2020. This is a hospitality organisation that manages a worldwide hotel network. In the examination and analysis of Hilton's profitability, liquidity, and performance, the financial statements for the years ending in 2020 and 2019 are utilised. These statements cover the periods concluding in 2020 and 2019.
The financial characteristics of the organisation were analysed to get a deeper comprehension of the myriad of factors that contribute to success. When using ratios to simplify complicated computations, it is far less challenging to comprehend the state of health that an organisation is in.
According to the ratios, none of the years was profitable, mainly due to spending money. As a direct consequence of this, the firm's gross profit margin is shallow. Because of this, the liquidity ratio for the firm reveals that it is unable to fulfil its short-term commitments without depending on debt, in addition to committing to long-term loans. There are no issues with the company's ability to continue operations. Still, the future outlook is gloomy due to the recurrence of losses and an imbalanced financing structure that puts a higher focus on debt. The company has proposed that to maximise earnings, they should try to raise sales even when demand is low. Since the analysis relies on its data, it is impossible to perform research comparisons with the research conducted by its competitors.
Comparing the company to its competitors or the industry-standard would have been intriguing from a business perspective. A full report that includes the findings of ratio analysis and graphs that can be visually interpreted will be sent to management to assist in decision-making. In addition, a clear and straightforward explanation of the ratio will be provided for the objectives of improving understanding and facilitating decision-making.
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Introduction
The United States of America is home to the headquarters of the multinational hospitality company known as Hilton Worldwide Holdings Incorporation. This company is headquartered in McLean, Virginia. It is a business that welcomes participation from members of the public. First operations began in May of 1919. After over a century of assisting tourists and making them feel at home in one of its around 590 facilities on any of the six continents, it has risen to the second-largest hotel chain globally.
In addition, Hilton Worldwide Holdings is involved in the ownership, leasing, and operation of hotels and resorts and developing these types of properties.
It oversees various brands, all of which fall under the Hilton umbrella. These are only a handful of the numerous brands that Hilton has.
A variety of auxiliary services, including food, boarding, dining, and frequent-traveller programs, are offered by the corporation in addition to the high-end hotels and resorts that it operates that provide full-service and luxury accommodations. The company is also responsible for running a customer incentive program under the Hilton Honours brand.














FINANCIAL ANALYSIS
PROFIT & LOSS ACCOUNT
	2020	2019	Change	%    Change
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%
				

BALANCE SHEET
	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%
Noncurrent 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%
				



Financial Analysis Trends
		PROFITABILITY RATIOS	
S.	No	Ratios	Formula	2020	Calculation	2019	Calculation
1	Gross Profit 	(Gross Profit / net Sales) *100	14%	(583,000/4,307,000)	*100	26%	(-2,435,000/4,307,000)	*100
2	Net Profit 	Net Profit / Total net Sales	-17%	(-715,000/4,307,000)	*100	9%	(-881,000/9,452,000)	*100
3	Operating Profit 	(Operating Earnings / Net Revenue) *100	-3%	(-119000/4,307,000)	*100	17%	(-1,576,000/4,307,000)	*100
4	Return on Capital Employed (ROCE) or Return on Investment (ROI)	(Profit before interest and taxes / Total assets -current liabilities) *100	-5%	(-715000/14,324,000)	*100	7%	(881000/12,086,000)	*100



Gross Profit Ratio: Since the previous year, the hotel's profit has suffered a precipitous decline. There is a strong correlation between the increase in sales and the decrease in sales; nevertheless, in this situation, the cost of products sold has increased. In 2019, the price of items sold amounted to 74 percent of total sales, but that percentage is expected to rise to 86 percent of total sales in 2020. This suggests that either the prices charged by suppliers have increased or the level of inflation in the nation has impacted the gross margins of the hotel business.


Net Profit Ratio: Additionally, the net profit is up 181 percent compared to the previous year. Non-current liabilities have increased to 18 percent, which draws to pay high-interest charges to the financial institutions/lenders by 4 percent and absorb the profit. This is evident because the management has taken out a loan because of a decline in income, which is clear that the non-current liabilities have increased to that percentage.



Operating Profit Ratio: Since last year, this ratio has steadily decreased. Management is not doing an excellent job of controlling the costs and expenses of running the firm since there are excessive administration expenditures such as wages, building rent, and asset leasing charges. It is conceivable for a firm to have little control over the cost of the raw materials required to manufacture the products it sells.


Return on Capital Employed (ROCE) or Return on Investment (ROI):  This ratio illustrates how much operational revenue is earned for each dollar invested. It is usually preferable to have a greater ROCE since it suggests that more profits may be made per dollar of invested capital. In this instance, the ROCE has fallen short of expectations and has reduced this year, despite the capital's 19% growth (14,324,000: 2020, 12,086,000:2019).



LIQUIDITY RATIOS
		LIQUIDITY RATIOS	
S.	No	Ratios	Formula	2020	Calculation	2019	Calculation
1	Current Ratio	Current assets / current liabilities	1.73	(4,202,000/2431,000)		7.3		2,093,000/2,871,000)	*100
2	Acid Test Ratio / Quick Ratio		Current assets – inventory -prepaid expenses /current liabilities	Nil	Insufficient data 	Nil	Insufficient data



Liquidity Ratio: This ratio has improved since last year, which indicates that the company has enough, but in the absence of bifurcation, it is difficult to say whether is it stock composing of a considerable amount or the cash and bank, in the case of the former it cannot be displayed that it is readily available for sale in the market and convertible to money to pay the debts when it becomes due.


Acid Test Ratio / Quick Ratio:  This ratio cannot be determined without information on the items stated in the above formula. It is typical for the firm to have a current ratio of at least 02 and a quick ratio of at least one. It demonstrates that the company has sufficient liquid assets to meet its present liabilities.













		PROFITABILITY RATIOS	
S.	No	Ratios	Formula	2020	Calculation	2019	Calculation
1	Debt to Equity	total debt / Total equity	10.64	15,	810,000/1,486,000	26.6	12,	558,000/472,000
2	Equity 	Total Equity / Total assets	9%	1490,000/16,755,000	3%	482,000/14,957,000	
3	Debt	Total Liabilities / Total assets	1.09	18,241,000 / 16,755,000	1.03	15,429,000/ 14,957,000
4	Interest Coverage 	Earnings before tax and interest /Total interest expense	1.07	-495000/429,000	4 (approx.)	1,658,000/ 414,000



Debt to Equity ratio: Due to its low correlation with overall risk, debt to equity ratios favour companies with more miniature balance sheets. The debt-to-equity ratio of 0.5 means that the company's liabilities are equal to its equity.



Debt to equity ratio is not the company's goal because it indicates that it has accumulated a large amount of money.
A high debt ratio is unfavourable in this scenario since the firm's assets indicate that it has not invested in any big projects. Hence, financial concerns related to the company.

 
Equity Ratio: This ratio may be used as a convenient way to summarise two of the essential financial concepts, namely sufficiency and long-term viability. First and foremost, investors will get whatever assets are left over once all obligations have been satisfied, and second, it illustrates how highly indebted the company is. 




The debt ratio measures how many assets the company must sell to pay off its liabilities.
Companies with more liabilities than assets are considered highly leveraged and riskier for lenders.


Interest Coverage:
The length of time a company's current income may be utilised to pay interest on its debt is called its "coverage" and is measured in months. It demonstrates the number of times that the company's income is sufficient to pay off its obligations.
If a corporation has a poor interest coverage ratio, it is more likely to fall behind on its debt payments and eventually file for bankruptcy. To put it another way, if the interest coverage ratio for the firm is low, it shows that the company has a limited capacity to pay the interest payments associated with its obligations.
Knowledge from Ratio Analysis
It is clear to observe, by using the firm's financial data and ratios, that management is unduly dependent on loans and faces an elevated risk of going bankrupt. This puts the company in a precarious financial position.
Since the same time last year, the firm has seen a considerable drop in its profit, which can be attributed to a decrease in sales and a lack of control over its expenses and expenditures. To put it another way, the company may not be taking advantage of the advantages that come with bulk buying, and as a result, it would be paying more expenditures, which would diminish its gross profit. Compared to the previous year, the company's net profit has declined by 559 percent. This is primarily attributable to increased other expenses, which are 559 percent more than they were in the previous year.

Benefits and Limitations of Ratio Analysis
Benefits 
When the information included in the financial statements is condensed into numerical comparisons, a ratio analysis enables management to examine the current health of the company's finances and the results of their decisions by comparing and analysing these outcomes.
Straightforwardness:  The complexity of financial accounts and data may be summed up using simple ratios.
The following are some of the most challenging challenges now facing us: Utilizing ratio analysis makes finding problem areas within an organisation more accessible, motivating management to focus more on these problem areas.
Comparison: The company's management may compare it to other companies, the standards of the industry, intra-firm comparisons, and other types of comparisons to have a better understanding of the company's financial position in the economy.
Planning Calculating trends in many areas of vital accounting data over the last few years may make it feasible to make accurate projections and plans for the organisation's actions in the future.
The management can swiftly forecast budgeted amounts using ratios based on past research and data.
A Measure of the Effectiveness of Operations: Utilizing ratio analysis, one may easily measure how well a company's management puts its resources to use in the business.

Keeping expenses under control while simultaneously improving performance: It is the most effective method for monitoring the performance of the many different divisions or departments and monitoring the pricing. It is also the most convenient method.
We are now in ninth place when it comes to liquidity. Calculating the ratios is a straightforward method for evaluating a company's ability to meet its short-term financial obligations.

Limitations
Ratios are computed and assessed based on the data found in the financial statements. Nevertheless, the limitations imposed by financial reporting may hurt the accuracy of ratio analysis. It is essential that you be aware of the following:
Since the financial records include information from the past, they cannot be used to make forecasts regarding the future. 
When using ratios determined by previous data and costs, it is hard to account for changes in price levels over time. This representation of the company's financial situation is not accurate at all.
It is accounting for Financial Transactions. Because each company has a separate set of accounting methods for determining the worth of its inventory, calculating depreciation, and handling other similar concerns, it is difficult to compare the accounting data and accounting ratios of two different firms.
Consider the following as an example of a qualitative aspect: Accounting ratios pay little attention to the qualitative qualities of the organisation. When making judgments, they are only concerned with the monetary elements (quantitative)
Window-Dressing: This expression refers to presenting the financial data in a way that makes them seem to be in a more favourable light than they are. For instance, if the cost of sales is seen as an investment in the company's capital, then its current financial situation may seem to be in better shape. Using ratios computed from such a balance sheet to do a financial health check on a corporation is not feasible.
The following are some definitions acknowledged as accurate: The ratios do not comply with recognised purposes. Because of this, distinct businesses could use different ratio formulas. Some enterprises include all their current liabilities when determining their current ratio, whereas others do not consider bank overdrafts as part of their current liabilities.
It is essential to remember that ratios only consider one of the variables: Many other factors to consider when analysing ratios. These factors include government policy, economic conditions, and the availability of resources.
Utilising accounting measures such as P/E ratios will not help you address your financial problems. They are helpful in the process, but they are not the end goal in and of themselves.

Conclusion
The firm is not better liquidity position and has not had sufficient liquid assets. To cover the said gaps, Management is heavily dependent on the borrowing option, which puts an extra burden on the company's profit. 
Suggestions
Revise the Procurement policy to get a bulk buying advantage, thus cutting the cost down.
Control in Administrative, selling expenses etc.
The low current ratio must be improved so that the company can quickly pay its short-term commitments. It is recommended that the business maintain adequate liquid funds such as cash and bank balances. This will help improve the company's liquidity ratio, which should be enhanced overall. The number of days it takes for the firm to realise cash receivables should also be shortened. The company must consider the safety stock management idea to avoid spending too much money on warehousing, workers, and outdated fees. Because the cost of the commodities being offered is relatively high, it is recommended to acquire goods from other suppliers to keep the total cost of the transaction to a minimum. The completed work on the ratio analysis project is not only the work of the project but also a brief knowledge and experience of that which is required to assess the organisation's financial performance. The study results that were carried out are presented below for your perusal.
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