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[bookmark: _Toc236928800]Introduction
Post-pandemic recovery, inflationary pressure, increased cost of borrowing, geopolitical uncertainty and changing demand in travel have caused the global hospitality industry to significantly change financially and operationally since 2021. In this respect, the Hilton Worldwide Holdings Inc. can offer a pertinent case study in determining whether the high rates of revenue growth and its asset-light business structure have translated into sustainable profitability, liquidity and shareholder value (Atrill, 2019). Adopting the perspective of Hilton’s Chief Financial Officer, this report critically evaluates the company’s financial performance from 2021 to 2025 using annual reports, ratio analysis and industry benchmarks. It looks at profitability, liquidity, efficiency, gearing, investment performance and cash generation, then looks at the management of working capital and the constraints of the cash operating cycle of Hilton. The report subsequently recommends a strategic financial restructuring plan to enhance flexibility of capital and minimize financing risk. Lastly, Payback Period, Accounting rate of return, Net Present Value, Profitability index and internal rate of Return are used to analyze three investment projects and then critically reflect on how Artificial Intelligence can be responsibly used in financial analysis and executive decision-making.
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[bookmark: _Toc236926294]Figure 1: Hilton Hotels and Resorts
Source: (Market Beat, 2026)
[bookmark: _Toc236928801]Task
[bookmark: _Toc236928802]1. Financial Health Check
1.1 Five-Year Financial Statement Analysis
Financial performance of Hilton Worldwide Holdings Inc. over the period 2021-2025 indicates that the company has been able to regain its sales, operating profit, net income and operating cash generation. Nonetheless, this progress was coupled with a deterioration of liquidity, the growing interest-bearing debt and the incessant deficit of stockholders. The evaluation will involve the study of 5 years of financial statements, ratios evaluation, trends and threats identification, and liquidity comparison with the industry standards.
Income statement performance
Revenue increased from $5,788 million in 2021 to $8,773 million in 2022, then rose to $10,235 million in 2023, $11,174 million in 2024 and $12,039 million in 2025. In general, the revenue grew by around 108%. The highest growth was seen in 2021-2022 when the travel demand recovered after being disrupted by the pandemic. The growth was then followed by a slower growth rate, which means that Hilton shifted to recovery-based growth to more normalised growth.
Operating profit increased from $1,010 million in 2021 to $2,094 million in 2022, before reaching $2,225 million in 2023, $2,370 million in 2024 and $2,693 million in 2025 (Hilton, 2025). The operating profit thus rose at a rate of around 167%, higher than revenue. This implies that there is more operating leverage and better cost absorption. The asset-light model of Hilton helped achieve this performance as the group receives management fees, franchise and licensing fees whereas the capital and operating expenses at the hotel level are usually borne predominantly by third-party owners.
Net income increased from $407 million in 2021 to $1,257 million in 2022, declined to $1,151 million in 2023, recovered to $1,539 million in 2024, and then decreased slightly to $1,461 million in 2025. The decrease in 2025 although there was an increase in revenue and operating profit, indicates that interest expense, taxation or other non-operating items undermined bottom-line conversion. As a result, the operating performance of Hilton got improved, and the ultimate profitability was more affected by financing and tax-related expenses.
Balance-sheet performance
Total assets remained comparatively stable, moving from $15,441 million in 2021 to $15,512 million in 2022, falling slightly to $15,401 million in 2023, and then increasing to $16,522 million in 2024 and $16,774 million in 2025. The increase in revenue more than doubled and the total assets grew by a very modest 9%, which reflects much better utilisation of the assets. This is in line with the growth of Hilton by way of management and franchise agreements as opposed to large scale ownership of property.
Nevertheless, liquidity weakened. Current assets declined from $2,871 million in 2021 to $2,870 million in 2022, fell to $2,614 million in 2023, recovered to $3,272 million in 2024, and declined again to $2,996 million in 2025 (Hilton, 2025). Conversely, current liabilities rose by an amount of 3,019 million to 4,508 million over the period. This is confirmed by the 2025 annual report which has current assets of 2,996 million and current liabilities of 4,508 million.
Interest-bearing debt increased from $8,766 million in 2021 to $8,747 million in 2022, then rose to $9,196 million in 2023, $11,151 million in 2024 and $12,363 million in 2025. The 2025 figure contained a current maturity of $25 million and a long-term debt of 12,338 million. Hilton also announced a growing negative stockholders’ deficit which undermined the traditional equity buffer. Hilton has marked significant indebtedness as a risk factor since it can limit cash access to finance and redirect the cash towards debt repayment.
Cash-flow performance
Operating cash flow increased from $109 million in 2021 to $1,681 million in 2022, $1,946 million in 2023, $2,013 million in 2024 and $2,129 million in 2025. This trend has been continuous, which implies that Hilton has been recovering with real cash generation (Rejison, 2025). Nevertheless, the cash and cash equivalents reduced to 1,301 million in 2024 to 918 million in 2025, which means that financing and investing outflow consumed a large share of operating cash.

1.2 Comprehensive Ratio Analysis
[bookmark: _Toc236928791]Table 1: Summary of  ratios
	Financial ratios for Hilton worldwide holdings Inc.

	Profitability ratio
	2025
	2024
	2023
	2022
	2021

	Operating profit margin (%)
	22.37%
	21.21%
	21.74%
	23.87%
	17.45%

	Net profit margin (%)
	12.14%
	13.77%
	11.25%
	14.33%
	7.03%

	Return on equity (%)
	-27.19%
	-41.42%
	-48.62%
	-114.30%
	-50.06%

	Liquidity ratios
	
	
	
	
	

	Current ratio
	0.66
	0.70
	0.70
	0.85
	0.95

	Cash ratio
	0.20
	0.28
	0.21
	0.36
	0.47

	Efficiency ratios
	
	
	
	
	

	Asset turnover ratio
	0.72
	0.70
	0.66
	0.57
	0.37

	Receivable turnover ratio
	7.36
	7.28
	7.27
	7.33
	5.42

	Gearing ratios
	
	
	
	
	

	Debt to equity ratio
	-2.29
	-2.99
	-3.90
	-7.94
	-10.68

	Interest coverage ratio
	4.34
	4.17
	4.80
	5.05
	2.54

	Investment ratio
	
	
	
	
	

	Earning per share
	6.17
	6.19
	4.35
	4.56
	1.47

	Price earnings ratio
	46.53
	39.93
	41.81
	27.69
	106.15

	Cash flows
	
	
	
	
	

	Cash flow to net income
	1.46
	1.31
	1.69
	1.34
	0.27


Source: Appendix


Profitability analysis
Hilton’s operating profit margin increased from 17.45% in 2021 to 23.87% in 2022, before declining to 21.74% in 2023 and 21.21% in 2024, then recovering to 22.37% in 2025. The 2025 outcome was 5.91% better than the benchmark of 16.46% and it is an indication of high operating efficiency. But the fact that the peak of 2022 cannot be maintained indicates that labour, energy, insurance, technology and supply costs partially counter-balance the increase in revenue. These pressures are material hospitality-sector risks which Hilton identifies.
The net profit margin increased by 7.03% to 12.14%, which is above the standard of 11.32 per cent. Nevertheless, the ratio was volatile, peaking at 14.33% in 2022 and declining from 13.77% in 2024 to 12.14% in 2025. This is a confirmation that good operations did not necessarily reflect in proportional earnings.
ROE was negative as Hilton was making positive profit but reporting negative equity (Olayinka, 2022). The negative ratio of -27.19% cannot be meaningfully compared to the positive benchmark of 0.14%. The negative denominator distorts the ratio, but the deficit of the stockholders is a real weakness of capital-structure.
Liquidity analysis
The current ratio declined from 0.95 in 2021 to 0.85 in 2022, then to 0.70 in both 2023 and 2024, before falling to 0.66 in 2025. This was lower than the benchmark of 0.93, which means that we have weaker coverage in the short term than the industry. Hilton had a current ratio of just 0.66 current assets per dollar of current liabilities.
The cash ratio also decreased to 0.20 as opposed to 0.47. The cash ratio should be 0.5 or high but deterioration is a sign of a smaller immediate cash buffer (Duffin and Gunawan, 2023). Part of the current liabilities is associated with deferred revenues and loyalty accounts that can be paid out in future services. However, the consistent decrease proves that liquidity is the major financial weakness of Hilton.
Efficiency
Asset turnover increased from 0.37 times in 2021 to 0.57 in 2022, 0.66 in 2023, 0.70 in 2024 and 0.72 in 2025. Even the 2025 outcome was just a bit lower than the benchmark of 0.74, which indicates efficient use of the asset base.
The receivables turnover increased to 7.36 times, as compared to 5.42 times, decreasing the implied collection days to about 50 days, as compared to 67 days (Yusup and Hariani, 2023). Nonetheless, it was still much lower than the standard of 30.41 times. It can be a pointer of slower collection, but disparities in the classification of revenues or benchmarking methodology might constrain direct comparability.
Gearing, investment and cash flow
The debt-to-equity showed an improvement in numbers of -10.68 to -2.29, though this is not a good indicator of low gearing since the ratio is skewed due to negative equity. The interest coverage also improved to 4.34 times, as compared to 2.54 times, but the interest expense increased to $620 million, as compared to the previous amount of $397 million. Hence, Hilton is able to service its debt now, but an increase in the cost of borrowing decreases resilience (Zahwa et al., 2025).
EPS rose by 1.47 to 6.17 which is equivalent to the benchmark. The value of Hiltons P/E ratio of 46.53 times was found to be far above the benchmark ratio of 27.47, which implies good investor expectations but also valuation risk (Yahoo finance, 2025).
The cash flow to net income ratio was increased by 0.27 to 1.46. As the ratio was still above 1.0 since 2022, the earnings of Hilton were becoming more and more dependent on operating cash.

1.3 Overall Financial Health Assessment
Between 2021 and 2025, Hilton showed a significant increase in financial performance due to excellent revenue growth, operating and net profit margins above the benchmarks, better asset utilisation and a growingly strong operating cash generation. These results indicate that its asset-light, franchise-based business model is effective and capable of providing scalable growth without commensurate increase in its asset base. But the increase of operating performance was not accompanied by similar strengthening of the balance sheet. The current ratio was lower than the industry average, the cash ratio was worse off and interest-bearing debt was higher and the equity of shareholders was negative. Moreover, an increase in interest expense and premium P/E ratio bring about additional financing and valuation risk. Hilton can thus be described as operationally robust and cash-generative, yet, financially leveraged. Its future stability will be determined by sustaining growth through fees and enhancing liquidity, managing the cost of borrowing and balancing the dividends and share repurchases and the necessity to strengthen the capital structure.

[bookmark: _Toc236928803]2. Working Capital Management Analysis
2.1 Assessment of the Cash Operating Cycle
Working capital management relates to the management of short-term assets and liabilities to maintain liquidity without having too much idle cash. This is a strategic consideration to Hilton Worldwide Holdings Inc. as its current ratio dropped to 0.66 in 2025, compared to 0.95 in 2021, and its cash ratio dropped to 0.20 in 2025, as compared to 0.47 in 2021. As a result, the gains in the profitability and cash generation in operations have not led to the same enhancement in the short-term financial resilience (Kiran and Karthik, 2026). The evaluation needs to be based on an evaluation of the cash operating cycle, liquidity reforms and the relative appropriateness of short- and long-term financing.
There is a traditional cash conversion cycle which includes Days Inventory Outstanding, Days Sales Outstanding and Days Payable Outstanding. Nonetheless, DSO is the only metric that could be computed with high precision using the statements of Hilton. Hilton uses management, franchise and licensing agreements to operate most of its business whereas property level operation and capital spending is often funded by third-party owners. Inventory is not thus separately reported as material working-capital balance. Likewise, there are no purchases and traditional cost of sales, and a reliable DPO computing is not possible. Replacing total operating costs would be wrong since they entail labour, depreciation, technology, marketing and other non-trade costs. It follows that, a complete conversion cycle of cash could not be calculated without unsupported assumptions and this would be a disclosure limitation and not a calculation omission.
The DSO of Hilton decreased to 50 days in 2022, as compared to 67 days in 2021, and it is expected to be under 50 days in 2025. The 17-day improvement shows that the receivables are turning into cash much quicker after the pandemic-induced year will decrease the capital that is locked up in customer and owner balances (Hayes, 2024). Nonetheless, no additional improvement has been observed since 2022, implying that the efficiency of collections has reached a level. Hilton should hence consider 50 days as performance threshold, which should be minimized and not a tolerable permanent threshold. All in all, improvement in receivables management was experienced, but the decrease in the current and cash ratios shows that the cash benefits obtained were used up by financing, investment or shareholder-distribution decisions.
2.2 Working Capital Reforms to Improve Liquidity
The first step that Hilton should undertake is to enhance receivables management by automating invoicing, ageing dashboards, and preempting overdue debts. Franchise, management and licensing agreements might include more specific payment terms, automatic reminders and percentage-based penalties. A decline in DSO to a level less than 50 days would free up cash within the company without raising financial leverage.
Second, Hilton must adopt 13-week cash-flow forecasts which roll every 13 weeks, with demand disruption scenario analysis. The presence of a centralised treasury facility may centralise the balance of cash in the region, minimise idle cash, and curb unnecessary short-term borrowing (Eton et al., 2025). This is especially pertinent since Hilton is an international company, and might experience limits or expenses in moving money across boundaries.
Third, Hilton ought to set an official minimum-liquidity standard associated with current liabilities and predict debt service. The increase in operating cash flow was to 2,129 million in 2025, but cash and cash equivalents decreased to 918 million. This means that there was no retention of strong operating inflows in the business. Discretionary share buybacks should be moderated on a temporary basis so as to enhance the cash buffer without undermining the core operations.
Lastly, supplier payment terms are to be negotiated in a strategic manner and not in an indiscriminate way. Longer periods can be cost-effective, but a lot of delay would have negative effects on the supplier relationship and even increase procurement costs. Hilton Hotels should coordinate payment time periods with anticipated revenue collections while considering maintaining good relations with the suppliers.

2.3 Short-Term versus Long-Term Financing
Short term finance consists of revolving credit facilities, commercial paper, overdrafts and supplier credit. It is adaptable, and applicable to temporary or seasonal shortages of cash but it poses refinancing, interest-rate, and rollover risks. Since Hilton has a current ratio of 0.66, further reliance on short-term borrowing may put additional strain on current-asset coverage that is already limited.
Long-term finance consists of bonds, term loans, equity and retained earnings. It offers more stability in funding and is more suitable to acquisitions, technology investment and long-term growth of the network. However, further borrowing would increase the interest obligations and increase the leveraged status of Hilton and equity issuance would dilute the shareholders (Rickman, 2023).
Hence, short-term working-capital variations must be funded with dedicated short-term facilities, whereas permanent funding needs must be based on retained operating cash and long-term finance that is strictly regulated. In general, Hilton needs to focus on cash retention and receivables conversion instead of raising the debt. This would be a moderate strategy that would enhance liquidity but maintain the strategic flexibility needed to achieve franchise-led international expansion.
[bookmark: _Toc236928804]3. Strategic Financial Restructuring Plan
3.1 Financial Rationale
Hilton Worldwide Holdings Inc. does not need emergency but rather selective restructuring. The company had a high internal cash-generating capacity of $2129 million operating cash flow in 2025. Nonetheless, it has an interest-bearing debt of $12,363 million, negative shareholders equity, a current ratio of 0.66 and a cash ratio of 0.20, which on the other hand, balance this strength. Hilton had a current maturity of debt amounting to $25 million as well as a long-term debt amounting to 12,338 million. The difference between operating strength and balance-sheet weakness suggests that restructuring must minimize financing risk without jeopardizing asset-light model of international growth of Hilton.

3.2 Evaluation of Restructuring Options
Debt refinancing and gradual deleveraging
The first option of Hilton should be debt restructuring. According to the trade-off theory, debt results in tax advantages but over-borrowing leads to financial-distress and refinancing risks (Qin, 2024). Hilton ought to refinance more expensive or variable-rate obligations, issue suitable maturities and use some of operating cash flow to pay capital. This would minimize the exposure to interest, enhance interest coverage and creditor confidence.
Nevertheless, repayment of debt quickly may restrain the investment in digital systems, new brands and franchising. Deleveraging must thus be progressive and associated with annual free cash flow as opposed to being effected through drastic operational reductions.
Earnings retention and reduced share repurchase
Pecking order theory gives more preference to internal finance since it will not incur issuance costs, dilution and information asymmetry. Hilton ought to keep an extra operating cash temporarily by holding down discretionary share repurchases. Repurchases may have the effect of raising EPS and generating management confidence, but they also lead to a reduction in liquidity and are part of the treasury-stock position that causes Hilton to have negative equity.
Diversion of a portion of this spending to debt repayment and cash holdings can undermine short-term support in the market. However, reduced financial risk and interest cost must result in a more sustainable shareholder value than further high distributions as liquidity is degraded.
Selective divestiture
Hilton was in a position to sell non-core owned or leased property but retain management or franchise agreements where feasible. This would free up capital, minimize property exposure and strengthen its asset-light strategy. The proceeds of the disposal can be used to pay off debts or invest in other more productive technology and brands.
Nonetheless, divestitures can eliminate profitable cash flows, create transaction costs and lose control over strategically important hotels. The assets must hence be judged separately based on the basis of the returns on capital, sale value and the strategic value.
Equity injection or merger
Equity issue would enhance book equity and would lower leverage but would dilute current stockholders and may indicate financial weakness even though Hilton has been able to generate a lot of cash (Burkart and Zhong, 2022). Likewise, a large merger would generate scale economies but would generate greater integration risk and may necessitate extra debt. These alternatives must be backup plans but not the main reorganizing strategies.

3.3 Impact on Shareholder Value, Debt and Flexibility
The suggested plan might decrease short-term shareholder payouts, but the decreased debt and interest rates will enhance long-term value, solvency and dividend ability. Minimizing the exposure to refinancing can also reduce cost of capital of Hilton.
This would enhance operational flexibility since it would enable Hilton to survive economic downturns as it would have more liquidity to finance its franchise partners and invest in technology or acquisitions without having to resort to emergency borrowing. However, reorganization must not be made overly conservative since under-investments may undermine competitiveness in the future.

3.4 International and Ethical Considerations
Hilton has international operations that put it at risk of currency fluctuations, inflation, cross-border taxation, and cross-border interest rates. Where it is practicable, debt ought to be offset with the major cash flows currencies to minimize the exposure to exchange risks. Refinancing must also take into account considerations of withholding taxes and restrictions of repatriating profits without using aggressive tax structures that could cause reputational or regulatory injuries.
Reorganization must not be done at the expense of excessively passing costs on to employees, suppliers and franchisees in an ethical manner. Hilton is recommended to maintain investment in responsible sourcing, energy efficiency and ESG commitments as they have the potential to lower operational expenses and investor confidence (Christine et al., 2025). There is also a need to have transparent reporting of the purpose of restructuring and effects on stakeholders.

3.5 Recommended Strategy
Hilton ought to embrace cash-based gradual deleveraging, which is backed by debt refinancing, controlled share buybacks and selective non-core asset sales. A large-scale merger and equity issuance should be a back-up plan. This moderate strategy would enhance liquidity and debt capacity and maintain international expansion, flexibility and sustainability of shareholder value.

[bookmark: _Toc236928805]4. Investment Appraisal and Capital Budgeting
4.1 Appraisal Framework
Capital budgeting helps in making decisions on how to utilise the limited financial resources to undertake projects that will maximise shareholder wealth without compromising on liquidity and strategic flexibility (Singh and Chatterjee, 2025). Hilton Worldwide Holdings Inc. should thus evaluate the three proposed projects based on the accounting and discounted cash-flow approaches. Each project involves an initial investment of 50 million pounds, life of 5 years, and is appraised at 8% discount rate, and a straight-line depreciation to zero. The techniques that are required are Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR). The new evaluation also necessitates the ultimate suggestion to capture the financial performance of Hilton, applicable non-financial threats, and the capital limit of £100 million.

4.2 Payback Period
PBP is used to determine how long it takes the cumulative cash inflows to pay off the original investment. The payback periods are computed as:
Project A: 4.50 years
Project B: 4.55 years
Project C: 3.60 years
Project C is hence the best since it breaks even in terms of recovery to Hilton investment in about 10-12 months before as compared to project A and project B. This has strategic relevance as the current ratio of Hilton has dropped to 0.66 and cash ratio to 0.20 in 2025 and it has low headroom of liquidity in the short term. A quicker payback minimizes the time in which capital is at risk and also enhances financial flexibility.
However, PBP cannot be employed on its own since it disregards the time value of money and cash flows obtained beyond the recovery date. It can thus give preference to projects whose inflows are earlier even in the context of their overall economic contribution being weak. In the current instance though, the discounted appraisal techniques strengthen the payback benefit of Project C.

4.3 Accounting Rate of Return
ARR is a percentage of initial investment used to calculate average annual accounting profit. The total depreciation per year is straight-line at a rate of £10 million annually which was obtained by dividing the cost of the equipment of 50 million by a 5-year life.
ARR results calculated are:
Project A: 1.60%
Project B: 2.00%
Project C: 6.00%
Project C has the top accounting profitability, yielding three times the profit of Project B and nearly four times that of Project A. This implies that Project C would contribute the highest to the reported earnings of Hilton.
Nevertheless, there are significant drawbacks with ARR. It is founded on accounting profit instead of cash flow and does not focus on returns timing. This is significant since the highest cash receipts of Project C will be experienced in Years 3 and 4, but Project B will have constant annual cash receipts. Thus, ARR can be an informative supplement to NPV and IRR in the assessment of the shareholder value but must not be used as a primary tool.

4.4 Net Present Value
NPV discounts cash inflows in the future at the required discount of Hilton 8% and subtracts the initial investment. It is the most theoretically sound approach since it quantifies the absolute value created or destroyed through a project.
The present value of cash inflows and resulting NPVs are:
[bookmark: _Toc236928792]Table 2: Net Present Value results
	Project
	Present value of inflows
	Initial investment
	NPV

	A
	£43.46m
	£50m
	-£6.54m

	B
	£43.92m
	£50m
	-£6.08m

	C
	£50.86m
	£50m
	£0.86m


Data Source: Appendix
Projects A and B cannot be accepted since the discounted cash inflows are not able to justify the initial cost. Their acceptance would decrease shareholder wealth by about £6.54 million and 6.08 million respectively (Fan, 2025). The only project with a positive NPV and thus the only project that is likely to generate economic value after taking into account the required 8% is project C.
The positive NPV is quite small, and it has a narrow margin of safety. The anticipated value can be fabricated by a small change in the inflows of forecasts or an upsurge in the cost of the project. Project C ought to be thus sensitive and scenario analysed before implementation. However, based on the given assumptions, it is the only project that can be acceptable.

4.5 Profitability Index
PI is a measure of the value of future cash inflows that would be obtained per pound invested. A PI of above 1 means value creation (Khaliq, 2025).
The results are:
Project A: 0.869
Project B: 0.878
Project C: 1.017
Project A and B produce less than one pound of present value per pound invested in the project and thus do not pass the acceptance criteria. Project C yields around £ 1.017 on every pound invested. Even though this is just a marginal economic surplus, it validates the NPV outcome.
PI comes in handy especially when capital is rationed as it quantifies the relative capital efficiency. But in the indivisible case the optimum PI is not necessarily the one that produces the optimum investment portfolio, the total NPV of all combinations that are feasible also needs to be considered.

4.6 Internal Rate of Return
IRR is the discount rate where the NPV of a project will be zero. The IRRs obtained are:
Project A: 2.74%
Project B: 3.28%
Project C: 8.60%
Projects A and B generate returns that are significantly lower than the 8% hurdle rate of Hilton and thus should not be adopted. Project C has a surplus of 0.60 percentage points over the necessary return, and is financially acceptable.
IRR is very simple as it represents returns in terms of percentage. Nonetheless, it may lead to distorted rankings in which projects vary in magnitude, timing or the cash-flow pattern. NPV should thus be given preference since it is a direct measure of shareholder wealth creation. NPV and IRR would give the same decision in this appraisal, making a case even stronger in favour of Project C.

4.7 Comparative Decision
[bookmark: _Toc236928793]Table 3: Comparative analysis using all methods
	Method
	Project A
	Project B
	Project C
	Preferred

	PBP
	4.50 years
	4.55 years
	3.60 years
	C

	ARR
	1.60%
	2.00%
	6.00%
	C

	NPV
	–£6.54m
	–£6.08m
	£0.86m
	C

	PI
	0.869
	0.878
	1.017
	C

	IRR
	2.74%
	3.28%
	8.60%
	C


Data Source: Appendix
All five appraisal methods rank Project C first. It has the quickest recovery, maximum accounting profitability, only positive NPV, only PI exceeds one and only IRR exceeds the required return (Sinaga et al., 2023).

4.8 Recommended Project
Project C should be accepted, while Projects A and B should be rejected.
This suggestion is in line with the financial status of Hilton. The company achieved high operating cash flow and operating and net profit margin that were above benchmark. Nevertheless, Hilton also reported decreased liquidity, growing interest-paying debt, negative shareholders equity, and growing interest expense. It must therefore not invest in areas that do not pay back the necessary returns.
The shorter payback of project C is desirable in that it minimizes the liquidity risk whereas positive NPV implies direct shareholder-value generation. Projects A and B would consume limited capital and decrease the firm value. The alternative would be inconsistent with the need of Hilton to build its balance sheet and spend internally-generated funds more selectively.
Non-financial risks are crucial and should not be overlooked. The cash flows of Project C are highly concentrated in Years 3 and 4 and relies more on the demand forecasts over the medium-term. The realised returns may be lower due to political instability, taxation, licensing, and inflation and exchange-rate movements in case the investment is international. Hilton should hence favour a politically stable market and where feasible; align project cash flows and financing currencies.
Viability is also affected by Customer Loyalty. The project is to reinforce the engagement of Hilton Honors, quality of service, uniformity of brand, and the digital customer experience. Short-term cash flow projects that undermine customer confidence or brand quality can hurt long-term franchise and management revenues. Before approval, regulatory, cybersecurity, ESG and execution risks should be assessed as well.

4.9 Capital Rationing Decision
Hilton would be able to invest two projects with a maximum of 100 million. The combinations that can be made are:
[bookmark: _Toc236928794]Table 4: Capital Rationing Decision
	Combination
	Total investment
	Combined NPV

	A + B
	£100m
	–£12.62m

	A + C
	£100m
	–£5.68m

	B + C
	£100m
	–£5.22m


Data Source: Appendix
B and C are the two project combinations that give the most combined NPV. Nevertheless, the net effect is negative and would decline about £5.22 million worth (Azlika et al., 2023).
The £100 million does not constitute an obligatory amount but a maximum amount of spending. Thus, the decision of the best capital-rationing is to invest in Project C only to the extent of £50 million. The rest of the £50 million should be held back to either enhance liquidity, decrease debt, or finance a future, positive-NPV opportunity. This is better than compelling a second investment just to deplete the budget at hand.

4.10 Final Decision
Only project C is in line with rational capital investment and shareholder-wealth maximisation. It prevails in all five appraisal options and best suits the requirements of Hilton to strike a balance between growth and liquidity and leverage management. In capital rationing, it means that by choosing Project C, the financial flexibility is retained and the value destruction of Projects A and B is avoided.

[bookmark: _Toc236928806]5. Critical Reflection on AI Usage
The usage of Artificial Intelligence was within the boundaries allowed by the assessment guidelines. ChatGPT aided research and data analysis by explaining financial-management concepts, describing ratio methodologies, finding problems that needed more research, and testing the consistency of interpretations. It was also applicable in proofreading to spot grammatical mistakes, make better sense of sentences and recommend restatement of the sentences once the substantive part was done. The calculation and verification of ratios and investment-appraisal results were performed using Microsoft Excel without considering it as a generative AI tool. The report structure, the generation of headings, text to submit, and code were not designed using AI. This application is registered in the AI-use acknowledgement to enhance transparency.
Outputs of AI were considered as tentative and not official. The financial numbers were compared to those of Hilton Worldwide Holdings Inc. annual reports, and calculations were made in Excel with the help of appropriate formulas. This assessment exercise revealed some plausible yet inappropriate recommendations. To illustrate the point the total liabilities were first taken as a potential debt measure but the debt-to-equity ratio was made right to take into account only the current maturities of long-term debt and long-term borrowings. On the same note, AI proposed that Days Payable Outstanding could be computed, but Hilton does not provide purchases or conventional cost of sales separately. The result would have been distorted with the use of total operating expenses since it includes labour, depreciation, technology and marketing. This calculation was thus omitted and this limitation clarified. These cases demonstrated that AI is able to come up with confident interpretations without using the right accounting definition or recognising disclosure limitations.
My input was still different to the AI assistance that was allowed. I chose Hilton and the 20212025 period, retrieved and structured the financial information, figured out the structure of the report, developed the written discussion, and handled the calculations. I also determined benchmark comparability, interpreted relationship between profitability, liquidity, leverage, and cash generation and drew the final strategic recommendations. These comprised gradual de-leveraging, enhanced working-capital controls, and Project C being chosen as the subject of capital rationing. AI was only helpful in carrying out research on the background, conceptualization, analysis, and proofreading, whereas synthesis, argumentation and the wording were done by me.
The ethical concerns associated with the practice of use of AI in finance are highly important. The issue of transparency is important as the concealed usage of the tool can make it pose as an author of the paper. Confidentiality of data is another aspect that should be considered in that confidential data belonging to the firm, its employees, customers or shareholders should not be obtained by external AI tools. Financial professionals should hence confirm evidence, exercise professional scepticism, keep audit trail and be answerable to consequences to stakeholders. AI must be used as a research, analytical and proofreading aid and not as a replacement of independent writing and professional judgement, governance and executive responsibility. This experience further enhanced my belief that the responsible use of AI needs well-articulated limits, high-quality primary evidence, recorded verification, and responsible human control. The next time working on financial matters I would put these controls in place prior to commencement of analysis itself and document all material corrections on their own.



[bookmark: _Toc236928807]Conclusion
The financial results of Hilton have improved substantially during the period 2021-25 with the help of high growth in revenues, above-average profitability, better utilisation of assets and high operating cash generation. However, the diminishing liquidity, growing interest-bearing debt, growing finance costs and negative accumulating shareholders equity shows that operational improvement was not accompanied by similar balance-sheet strength. The working capital analysis revealed that there was better receivables collection but full conversion cycle of cash could not be determined since inventory, purchases and cost of sales were not reported separately. The suggested reorganisation plan thus focuses on step-by-step deleveraging, refinancing, selective share buybacks and targeted asset sales. Project C is the only project that was found to generate shareholder value by investment appraisal, and capital rationing supports the choice of that project instead of spending the entire budget of £100 million. In general, Hilton is operationally healthy but financially geared and needs a tight liquidity management, capital allocation and governance to continue long-term growth and shareholder value.
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[bookmark: _Toc236928810]Calculation of ratios
[bookmark: _Toc236928795]Table 5: Financial calculation of ratios
	Financial ratios for Hilton Worldwide

	Ratio
	Formula
	Workings ($m)
	Results

	 
	 
	2025
	2024
	2023
	2022
	2021
	2025
	2024
	2023
	2022
	2021

	Profitability ratio
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Operating profit margin (%)
	Operating profit
	2693
	2370
	2225
	2094
	1010
	22.37%
	21.21%
	21.74%
	23.87%
	17.45%

	 
	Sales revenues
	12039
	11174
	10235
	8773
	5788
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net profit margin (%)
	Net income
	1461
	1539
	1151
	1257
	407
	12.14%
	13.77%
	11.25%
	14.33%
	7.03%

	 
	Sales revenues
	12039
	11174
	10235
	8773
	5788
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Return on equity (%)
	Net income to stockholders
	1457
	1535
	1141
	1255
	410
	-27.19%
	-41.42%
	-48.62%
	-114.30%
	-50.06%

	 
	Shareholders’ equity
	-5359
	-3706
	-2347
	-1098
	-819
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Liquidity ratios
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Current ratio
	Current assets
	2996
	3272
	2614
	2870
	2871
	0.66
	0.70
	0.70
	0.85
	0.95

	 
	Current liability
	4508
	4700
	3722
	3372
	3019
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash ratio
	Cash and cash equivalents
	918
	1301
	800
	1209
	1427
	0.20
	0.28
	0.21
	0.36
	0.47

	 
	Current liability
	4508
	4700
	3722
	3372
	3019
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Efficiency ratios
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Asset turnover ratio
	Sales revenues
	12039
	11174
	10235
	8773
	5788
	0.72
	0.70
	0.66
	0.57
	0.37

	 
	Average assets
	16648
	15962
	15457
	15477
	15441
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Receivable turnover ratio
	Sales revenues
	12039
	11174
	10235
	8773
	5788
	7.36
	7.28
	7.27
	7.33
	5.42

	 
	Average Accounts receivables
	1637
	1535
	1407
	1198
	1068
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Gearing ratios
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Debt to equity ratio
	Interest-bearing Debt​
	12363
	11151
	9196
	8747
	8766
	-2.29
	-2.99
	-3.90
	-7.94
	-10.68

	 
	Hilton stockholders’ deficit
	-5388
	-3727
	-2360
	-1102
	-821
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Interest coverage ratio
	EBIT
	2693
	2370
	2225
	2094
	1010
	4.34
	4.17
	4.80
	5.05
	2.54

	 
	Interest expense
	620
	569
	464
	415
	397
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Investment ratio
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Earning per share
	Net income to stockholders
	1457
	1535
	1141
	1255
	410
	6.17
	6.19
	4.35
	4.56
	1.47

	 
	Number of shares
	236
	248
	262
	275
	279
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Price earnings ratio
	Stock price
	287.25
	247.16
	182.09
	126.36
	155.99
	46.53
	39.93
	41.81
	27.69
	106.15

	 
	Earnings per share
	6.17
	6.19
	4.35
	4.56
	1.47
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash flows
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Cash flow to net income
	Net operating Cash flows
	2129
	2013
	1946
	1681
	109
	1.46
	1.31
	1.69
	1.34
	0.27

	 
	Net income
	1461
	1539
	1151
	1257
	407
	 
	 
	 
	 
	 


Data Source: Annual reports (Hilton, 2025)
Benchmarks
[bookmark: _Toc236928796]Table 6: Benchmarks for financial ratio analysis
	 
	Benchmarks

	Profitability ratio
	 

	Operating profit margin (%)
	16.46%

	Net profit margin (%)
	11.32%

	Return on equity (%)
	0.14%

	Liquidity ratios
	 

	Current ratio
	0.93

	Efficiency ratios
	 

	Asset turnover ratio
	0.74

	Receivable turnover ratio
	30.41

	Gearing ratios
	 

	Debt to equity ratio
	0.10

	Investment ratio
	 

	Earning per share
	6.17

	Price earnings ratio
	27.47


Source: (Investing, 2025)
Other workings
[bookmark: _Toc236928797]Table 7: Additional Workings for ratio calculations
	Calculation of interest bearing debt

	 
	Workings ($m)

	 
	2025
	2024
	2023
	2022
	2021

	Current maturities of long-term debt
	25
	535
	39
	39
	54

	Long-term debt
	12338
	10616
	9157
	8708
	8712

	Interest-bearing Debt​
	12363
	11151
	9196
	8747
	8766

	
	
	
	
	
	

	Calculation of average assets

	 
	2025
	2024
	2023
	2022
	2021

	Opening assets
	16522
	15401
	15512
	15441
	15441

	Closing assets
	16774
	16522
	15401
	15512
	15441

	Average assets
	16648
	15962
	15457
	15477
	15441

	
	
	
	
	
	

	Calculation of average accounts receivables

	 
	2025
	2024
	2023
	2022
	2021

	Opening receivables
	1583
	1487
	1327
	1068
	1068

	Closing receivables
	1690
	1583
	1487
	1327
	1068

	Average receivables
	1637
	1535
	1407
	1198
	1068

	
	
	
	
	
	

	Calculation of average accounts receivables

	 
	2025
	2024
	2023
	2022
	2021

	Opening payables
	409
	457
	368
	274
	274

	Closing payables
	376
	409
	457
	368
	274

	Average receivables
	393
	433
	413
	321
	274


Data Source: Annual reports (Hilton, 2025)
[bookmark: _Toc236928811]Calculation of working capital management
[bookmark: _Toc236928798]Table 8: Days sales outstanding (cash conversion cycle)
	Ratio
	Formula
	Workings ($m)
	Results

	 
	 
	2025
	2024
	2023
	2022
	2021
	2025
	2024
	2023
	2022
	2021

	[bookmark: _Hlk236926604]Days sales outstanding
	Average receivables*365
	1636.5*365
	1535*365
	1407*365
	1197.5*365
	1068*365
	50
	50
	50
	50
	67

	 
	Sales
	12039
	11174
	10235
	8773
	5788
	 
	 
	 
	 
	 


Data Source: Annual reports (Hilton, 2025)
Cash Operating Cycle = Days Inventory Outstanding (DIO) + Days Sales Outstanding (DSO) – Days payable outstanding (DPO)
Data is missing for DOI and DPO calculation hence DSO is considered as cash operating cycle period.



[bookmark: _Toc236928812]Investment Appraisal
1. Payback period calculation:
Formula
	Payback period = 
	Year before recovery +
	Unrecovered cash flows

	
	
	Cash flow for the recovery period



1.1 Calculation of cumulative cash flows
	Project A

	Year 
	Cash flow
	Cumulative cash flows

	Year 0
	-50
	-50

	Year 1
	10
	-40

	Year 2
	12
	-28

	Year 3
	14
	-14

	Year 4
	10
	-4

	Year 5
	8
	4



	Project B

	Year 
	Cash flow
	Cumulative cash flows

	Year 0
	-50
	-50

	Year 1
	11
	-39

	Year 2
	11
	-28

	Year 3
	11
	-17

	Year 4
	11
	-6

	Year 5
	11
	5



	Project C

	Year 
	Cash flow
	Cumulative cash flows

	Year 0
	-50
	-50

	Year 1
	5
	-45

	Year 2
	10
	-35

	Year 3
	20
	-15

	Year 4
	25
	10

	Year 5
	5
	15


1.2 Calculation of payback period
Project A
	Payback period
	4 years +
	4

	 
	 
	8

	Payback period
	4 years +
	0.5

	Payback period (A)
	4.5 years


Project B
	Payback period
	4 years +
	6

	 
	 
	11

	Payback period
	4 years +
	0.55

	Payback period (B)
	4.55 years


Project C
	Payback period
	3 years +
	15

	 
	 
	25

	Payback period
	3 years +
	0.60

	Payback period (C)
	3.60 years



2. Accounting rate of return
Step 1: Calculation of depreciation
	Depreciation 
	(Initial costs-scrap value)/Life in years

	Project A
	(50-0)/5 = 10m

	Project B
	(50-0)/5 = 10m

	Project C
	(50-0)/5 = 10m


Step 2: Calculation of average annual profits
Formula: Total profit / 5 years
	Project A

	Year
	Cash flows
	Depreciation
	Annual profits

	Year 1
	10
	10
	0

	Year 2
	12
	10
	2

	Year 3
	14
	10
	4

	Year 4
	10
	10
	0

	Year 5
	8
	10
	-2

	 
	 
	Total
	4

	 
	 
	Average profits 
	0.8



	Project B

	Year
	Cash flows
	Depreciation
	Annual profits

	Year 1
	11
	10
	1

	Year 2
	11
	10
	1

	Year 3
	11
	10
	1

	Year 4
	11
	10
	1

	Year 5
	11
	10
	1

	 
	 
	Total
	5

	 
	 
	Average profits 
	1



	Project C

	Year
	Cash flows
	Depreciation
	Annual profits

	Year 1
	5
	10
	-5

	Year 2
	10
	10
	0

	Year 3
	20
	10
	10

	Year 4
	25
	10
	15

	Year 5
	5
	10
	-5

	 
	 
	Total
	15

	 
	 
	Average profits 
	3



Step 3: Computing ARR
	Formula
	Average profit*100

	 
	Initial investment

	Project A
	0.8*100
	1.60%

	 
	50
	 

	 
	 
	 

	Project B
	1*100
	2.00%

	 
	50
	 

	 
	 
	 

	Project C
	3*100
	6.00%

	 
	50
	 



3. Net present value method
NPV formula= Present value of cash flow - Initial investment
3.1 Calculation of present value
	Project A

	Year 
	Cash flow
	Discounting factor (8%)
	Present value

	Year 1
	10
	0.926
	9.26

	Year 2
	12
	0.857
	10.29

	Year 3
	14
	0.794
	11.11

	Year 4
	10
	0.735
	7.35

	Year 5
	8
	0.681
	5.44

	 
	 
	Present value of Cash flows
	43.46



	Project B

	Year 
	Cash flow
	Discounting factor (8%)
	Present value

	Year 1
	11
	0.926
	10.19

	Year 2
	11
	0.857
	9.43

	Year 3
	11
	0.794
	8.73

	Year 4
	11
	0.735
	8.09

	Year 5
	11
	0.681
	7.49

	 
	 
	Present value of Cash flows
	43.92



	Project C

	Year 
	Cash flow
	Discounting factor (8%)
	Present value

	Year 1
	5
	0.926
	4.63

	Year 2
	10
	0.857
	8.57

	Year 3
	20
	0.794
	15.88

	Year 4
	25
	0.735
	18.38

	Year 5
	5
	0.681
	3.40

	 
	 
	Present value of Cash flows
	50.86



3.2 Calculating NPV:
NPV of project A = 43.46-50 = -6.54
NPV of Project B= 43.92-50 = -6.08
NPV of Project C = 50.86-50 = 0.86

4. Profitability index
	Formula:
	Present Value of Future Cash Flows / Initial Investment

	Project A
	(43.46/50) = 0.869

	Project B
	(43.92/50) = 0.878

	Project C
	(50.86/50) = 1.017



5. Internal Rate of Return
Formula is as follows:
	IRR=
	LDR+
	NPV at LDR
	* (HDR-LDR)

	 
	
	NPV at LDR- NPV at HDR
	


Step 1: Calculation of LDR and HDR
Project A
LDR: 2%
HDR: 4%
	Project A (NPV at LDR)

	Year 
	Cash flow
	Discounting factor (2%)
	Present value

	Year 0
	-50
	1
	-50

	Year 1
	10
	0.980
	9.80

	Year 2
	12
	0.961
	11.53

	Year 3
	14
	0.942
	13.19

	Year 4
	10
	0.924
	9.24

	Year 5
	8
	0.906
	7.25

	 
	 
	Present value of Cash flows
	1.01



	Project A (NPV at HDR)

	Year 
	Cash flow
	Discounting factor (4%)
	Present value

	Year 0
	-50
	1
	-50

	Year 1
	10
	0.962
	9.62

	Year 2
	12
	0.925
	11.09

	Year 3
	14
	0.889
	12.45

	Year 4
	10
	0.855
	8.55

	Year 5
	8
	0.822
	6.58

	 
	 
	Present value of Cash flows
	-1.72



Project B
LDR: 2%
HDR: 4%
	Project B (NPV at LDR)

	Year 
	Cash flow
	Discounting factor (2%)
	Present value

	Year 0
	-50
	1
	-50

	Year 1
	11
	0.980
	10.78

	Year 2
	11
	0.961
	10.57

	Year 3
	11
	0.942
	10.37

	Year 4
	11
	0.924
	10.16

	Year 5
	11
	0.906
	9.96

	 
	 
	Present value of Cash flows
	1.85



	Project B (NPV at HDR)

	Year 
	Cash flow
	Discounting factor (4%)
	Present value

	Year 0
	-50
	1
	-50

	Year 1
	11
	0.962
	10.58

	Year 2
	11
	0.925
	10.17

	Year 3
	11
	0.889
	9.78

	Year 4
	11
	0.855
	9.40

	Year 5
	11
	0.822
	9.04

	 
	 
	Present value of Cash flows
	-1.03



Project C
LDR: 7%
HDR: 9%
	Project C (NPV at LDR)

	Year 
	Cash flow
	Discounting factor (7%)
	Present value

	Year 0
	-50
	1
	-50

	Year 1
	5
	0.935
	4.67

	Year 2
	10
	0.873
	8.73

	Year 3
	20
	0.816
	16.33

	Year 4
	25
	0.763
	19.07

	Year 5
	5
	0.713
	3.56

	 
	 
	Present value of Cash flows
	2.37



	Project C (NPV at HDR)

	Year 
	Cash flow
	Discounting factor (9%)
	Present value

	Year 0
	-50
	1
	-50

	Year 1
	5
	0.917
	4.59

	Year 2
	10
	0.842
	8.42

	Year 3
	20
	0.772
	15.44

	Year 4
	25
	0.708
	17.71

	Year 5
	5
	0.650
	3.25

	 
	 
	Present value of Cash flows
	-0.59



Step 2: Calculation of IRR using formula
IRR of project A
	IRR=
	LDR+
	NPV at LDR
	* (HDR-LDR)

	 
	 
	NPV at LDR- NPV at HDR
	 

	 
	 
	 
	 

	 
	 
	 
	 

	IRR=
	2+
	1.01
	* (4-2)

	 
	 
	2.74
	 

	IRR=
	2+
	0.370987757
	*2

	IRR=
	2+
	0.741975514
	 

	IRR (Project A) =
	2.74%



IRR of project B
	IRR=
	LDR+
	NPV at LDR
	* (HDR-LDR)

	 
	 
	NPV at LDR- NPV at HDR
	 

	 
	 
	 
	 

	 
	 
	 
	 

	IRR=
	2+
	1.85
	* (4-2)

	 
	 
	2.88
	 

	IRR=
	2+
	0.64212955
	*2

	IRR=
	2+
	1.2842591
	 

	IRR (Project B) =
	3.28%



IRR of project C
	IRR=
	LDR+
	NPV at LDR
	* (HDR-LDR)

	 
	 
	NPV at LDR- NPV at HDR
	 

	 
	 
	 
	 

	 
	 
	 
	 

	IRR=
	7+
	2.37
	* (9-7)

	 
	 
	2.96
	 

	IRR=
	7+
	0.800148789
	*2

	IRR=
	7+
	1.600297577
	 

	IRR (Project C) =
	8.60%
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