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Executive Summary

This report analyses Hilton Worldwide Holding's financial ratios as shall be presented to the CEO. Being among the top hospitality companies with worldwide operations, Hilton manages and runs a wide array of hotels and properties in its portfolio. This presentation will enable the senior managers to assess the company's financial performance for FY 2019 and 2020.
The report compares Hilton's current ratios against the expected and past analyses, including profitability, gearing, and liquidity. Consequently, calculations will be done for the balance sheet ratios to allow the management to determine the company's trends in the financial information and ratios comprehensively. The management will then draw appropriate conclusions on whether Hilton has a deteriorating or improving its financial condition. 
After completing the ratio analysis, the financial analyst will discuss the report with the management to further evaluate the importance and limitation of understanding the ratio analysis. The consultation with management will focus on the prospects and plans, any identifiable problem areas, and possible ways of addressing them. After the calculations visual graphs will be used to present the findings from the financial ratios for submission to the management. In conclusion, the findings will be summarised and provided for decision-making and understanding.
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Introduction
Hilton Worldwide Holdings Inc. is an American-based global hospitality corporation that franchises and manages a broad hotel and resort portfolio. This report presents the company's horizontal analysis for 2019/2020, presented to the Chief Executive.
"Horizontal analysis is used to evaluate the trend in the accounts over the years (Shim, 2022, p-18)".
Organisations use horizontal analysis to compare the historical data during financial statement analysis, including line items or ratios, over a particular accounting time. Tanashchuk, Kovtunenko, and Kovtunenko (2018) stated that the horizontal analysis incorporates absolute percentage comparisons that entail expressing the subsequent period's numbers as a proportion of the baseline year's amount listing the baseline amount as 100% in the accounting period. 
The base year analysis reveals the correlation between the interplaying balance sheet figures or items and the profit and loss account's features (Anggraini, 2022). Likewise, companies can use the data to compare the industry's financial data against the earlier years and consider the industry competitors. Calculating some of the ratios used in this comparative evaluation of financial statements reveals the company's present trends. Arkan (2016) noted that the analysis briefly depicts the firm's financial position and performance during some period since the financial data is shared with its possible investors and stakeholders.
Shim (2022) noted that companies need adequate financial supervision and forecasting to maintain sustainability and achieve their mission. Horizontal analysis remains the most valuable managerial and strategic tool for improving insightful financial outcomes and trends over time while providing critical managerial indicators. Hilton World wide’s Chief Executive would utilise the horizontal ratio analysis to identify the strengths and weaknesses of all the actions and policies they design and develop (Al Breiki & Nobanee, 2019). Moreover, potential investors compare the company's ratio analysis by calculating its results with other industry competitors, thereby determining the impacts and efficiency of its managerial processes and mission.
Even though horizontal ratio analysis identifies the company's strengths and weaknesses, it cannot designate why such features are considered among its strengths or limitations (Vaca-Tapia et al., 2018). Consequently, additional scrutiny is necessary to identify the indisputable evidence in such a crucial financial statement. Fortunately, horizontal analysis portrays the firm's exact financial condition considering investing in this industry, including shareholders, creditors, potential investors, banks, management, and other financial institutions, as Madura (2022) observed.
Horizontal Analysis
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)	-54.43%
Cost of goods sold	3,724,000	7,017,000	(3,293,000)	-46.93% 
Gross profit	583,000	2,435,000	(1,852,000)	-76.06%
Operating Expenses	702,000	859,000	(157,000)	-18.28%
Operating income	-119,000	1,576,000	-1,695,000	-107.55%
Interest Expense	429,000	414,000	+15,000	3.62%
Total Other income/ expenses net 	-376,000	82,000	-458,000	-558.54%
Income before taxes	-924,000	1,244,000	-2,168,000	-174.28%
Net income	-715,000	881,000	-1,596,000	-181.16%
				


Balance Sheet 2019 & 2020
					
Hilton Worldwide Holdings Inc. (HLT)

	2020	2019	   Change	%Change
Current Asset	4,202,000	2,093,000	+2,109,000	100.76%
Non-Current Asset	15,810,000	12,558,000	+3,252,000	25.89%
Total Asset	16,755,000	14,957,000	+1,798,000	12.02%
Current Liabilities	2,431,000	2,871,000	-440,000	-15.33%
Non-current Liabilities	15,810,000	12,558,000	+3,252,000	25.90%
Total Liabilities	18,241,000	15,429,000	+2,812,000	18.23%
Common Stock	3,000	3,000	0	0%
Retained Earnings	-6,732,000	-5,965,000	+767,000	12.89%
Total Stockholders' Equity	-1,490,000	-482,000	+1,008,000	209.13%
Total Liabilities and Stockholder	16,755,000	14,957,000	+1,798,000	12.02%
				

Table 1. Hilton Worldwide Holdings Horizontal Analysis.
Horizontal analysis allows investors and analysts to see what has been driving a company's financial performance over several years and spot trends and growth patterns. Jeppesen (2019) noted that this analysis enables analysts to assess relative changes in different line items over time and project them into the future. Over time, analysing the income statement, balance sheet, and cash flow statement gives a complete picture of operational results. Anggraini (2022) added that the assessment reveals to the potential investors and other decision-makers what drives a company's performance and whether it is operating efficiently and profitably. 
According to Shapiro and Hanouna (2019), analysing key business performance measures and elements, including profit margins, return on equity, and inventory turnover, can detect the firm's strengths and emerging problems. For instance, it depicts that the rise in earnings per share (EPS) could result from the falling cost of goods sold (COGS) or the steady sales growth (Arkan, 2016). Computing coverage ratios, such as the interest coverage ratio or the cash flow-to-debt ratio, reveal how well the firm is likely to service its debts or obligations via adequate liquidity plus or define the decrease or increase in this ability (Alexander, Britton, and Jorissen, 2011). Additionally, horizontal analysis allows the investors or decision-makers to quickly compare multiple organisations' profitability and growth rates within a similar sector.
Madura (2020) noted further that the basis of the generally accepted accounting principles (GAAP) is the comparability and consistency of financial statements or reports from the organisations (Fitzgerald, 2002). Utilising such consistent accounting principles guarantees the ability and consistency in the most accurate reviews and assessments of the company's fiscal accounts over a period. Vaca-Tapia et al. (2018) added that comparability forms the benchmarking exercise making it more comfortable to evaluate different businesses' financials before deciding whether or not to invest


Figure 1. Horizontal Analysis of the Balance Sheet between 2019-2020.
Financial Analysis Trends
From this analysis, it is noticeable that 2020 was Hilton Holding's most successful year than 2019. The information shows that the business increased its wealth by 1,798,000 or 12.02%, with a similar occurrence between total assets and liabilities by 12.02%. However, the total equity showed a positive increase, but the financial assets experienced the slightest increase. So, it can be concluded that Hilton invested in various profit-making ventures in 2020 than in 2019, while external sources were its major financier of the investments considering the increased liabilities that led to an enormous increase in profit (Harari Keep, & Brien, 2021). From an investor perspective, the company fulfilled its obligations and is not endangered on the liquidity. Within equity, the hotel issued ordinary and regular shares during the fiscal years, causing a low increase in retained profits and sales revenues. Generally, Dinçer and Yuksel (2019) stated that being marked by the coronavirus pandemic, it is undoubted that all expenses became higher, including the operating expenses that consequently declined the financial revenues and net profits in 2019 compared to 2020.
 

Figure 2. Horizontal Analysis of the expenditure and income statement for 2019/2020
From the income and expenditure analysis for 2019-2020, Hilton slightly increased its current assets by 2,109,000 or 100.76%, whereas total non-current assets increased by € 11,605,137 or 11.85%. Liabilities this year decreased by € 3,252,000 or 25.89%, respectively. Within its asset structure, 2020's available financial assets were the items depicting the highest increase compared to 2019. Most notably, Hilton must have undergone a decrease in the inventory of goods and could have been implementing the "Just In Time" method or controlled it through the sales of the previous year's stocks and shares. Coming to the total liabilities, the increase must have come from the decrease in its long-term loans and short-term accounts (Lee & Lee, 2015). That meant, generally, during the fiscal year, Hilton significantly fulfilled its partners and stakeholders' liabilities and was financing its processes mainly from its internal sources, including by issuing preferred and regular shares, thereby increasing this period's retained earnings. 
For the accounting period, the sales revenues decreased by 5,145,000 or 54.43%, as the cost of goods sold declined by 3,293,000 or 46.93% and the operating expenses reduced by 157,000 or 18.28%, and the financial revenues plunged by -1,695,000 or 107.55% thereby translating to lower net profit for 1,596,000	or 181.16%. From the analysis, it is observable that Hilton had a healthier working capital cycle receiving adequate payments given to its suppliers. Ramuni (2021) stated that the decline could be attributed to Covid- 19, which led to a challenging time for business sustainability and profitability.
Importance of Using Ratio Analysis
Arkan (2016) stated that emerging and developed markets need financial ratios for stock price trend predictions. Hospitality covers businesses such as lodging and hotels, theme parks, and transportation providers. Hilton Worldwide manages diverse businesses under its name in this sector. Consequently, that makes it more vital for the management to understand ratio analysis for analysing its diverse portfolio's elements (Alvarez & Fridson, 2011). Evaluating all the ventures will reveal the well-performing and underperforming businesses to develop the appropriate improvement guidelines.
Madura (2020) added that ratio analysis compares the company's financial variables against its other values for different years. Financial ratios enable the business managers and the investors to evaluate the value of some relationships and calculate the extent of changes depicted in the evident relations. Most importantly, investors consider the P&L accounts and the balance sheets as the traditional financial information sources utilised in calculating the ratios (Al Breiki & Nobanee, 2019). Likewise, many other businesses focus on using these statements hence making the comparison and contrasting process of the ratios easier between firms and departments, therefore, defining the possibilities of the new acquisition.
Shapiro and Hanouna (2019) stated that stakeholders, investors, and creditors use ratio analysis data to evaluate business creditworthiness. Additionally, managers and other decision-makers can determine the organisational strengths and weaknesses after conducting the ratio analysis, thereby designing initiatives and strategies for business process improvement (Shim, 2022). The current financial realities allow companies to share the already summarised financial information for qualitative decisions regarding the corporate's performance based on the quantitative choices. During the particular, fiscal years, the current ratios of the hotel would express the quantified association between the current liabilities and current assets (Fejzullaev, Dolgov, & Shikhveledova, 2020). This index allows qualitative conclusions concerning the hotel's profitability and liquidity against the consequent ability to assemble its obligations as an organisation. 
Limitations of Ratio Analysis
One significant possibility during the ratio analysis is that analysts can make the current fiscal period appear bad or good (Al Breiki & Nobanee, 2019). Of course, managers or decision-makers utilise historical data from balance sheets and P&L accounts in the ratios' calculation. The use of historical information fails to represent the actual business performance trends, thereby making the ratios not valuable for predicting the future of the business. Sosnovska and Zhytar (2018) asserted that this depiction depends on the accounting period analysts start from and the total accounting periods that were chosen. For instance, the analysts could have overlooked considering the increasing pandemic inflation rates.
Additionally, one-time events and accounting charges bring the highest chances of impacting the accurate analysis. Fejzullaev, Dolgov, and Shikhveledova (2020) noted that ratio analysis becomes inaccurate for the failure to consider other external factors such as recession and pandemics. Undoubtedly, the COVID-19 outbreak reduced consumer spending for hospitality services compared to the pre-pandemic. Unfortunately, during the lockdown, hotels never entertained guests, increasing overhead expenses, unlike in past decades. Consequently, Hilton Holdings registered lower net profits than expected.
Finally, horizontal analysis can be accompanied by a significant financial statement that changes the overtime aggregate information (Anggraini, 2022). This aspect implies how business assets, liabilities, revenues, and expenses shift between different firms' accounts. Therefore, comparing different periods' account balances will likely depict variances. Hilton Worldwide's financial statements seemed somehow complicated because of multiple entities' management, which eventually complicated the ratios' calculation. Sosnovska and Zhytar (2018) noted that financial architecture forms the basis of the firms' financial safety by developing various accounting criteria and book-keeping techniques, minimising comparability of ratio analysis making this less helpful. 
When businesses calculate ratios separately, comparing the values for identifying the most efficient analysis method and venture becomes more challenging (Tanashchuk, Kovtunenko, & Kovtunenko, 2018). In particular, with considerable operational changes occurring for internal business improvement on the different activities, ratio analysis misleads the prospect and business performance decisions. Determining the horizontal ratios of accommodation and F&B cannot depict the restaurant's actual profits and revenues.
Conclusion
Organisations conduct financial analysis having the objective and detailed purpose of investigating or evaluating the past financial results and developing their future forecasts. Considering the extreme importance of financial analysis, all venture and investment capital must apply the ratios in evaluating their investments and detecting the possible mistakes that the firms existing management could be encountering. Undervalued organisations can be identified and compared against the potential available with horizontal analysis. Investors, financial institutions, and other stakeholders use the financial statement analysis to minimise the unpredictable future revenue stream and forecast the future cash flows. That predicts future company activities, liquidity situations, debt, and profitability. 
Conclusively, Hilton Worldwide Holdings increased its foreign venture between 2019 to 2020. The horizontal analysis emphasises that even with high growth potential for bad debts, the decision-makers can still increase and gain growth in their financial statements. Hilton performed well in its net and gross profit with significantly high values despite being hit by the pandemic that implied closure and inability to receive guests. Additionally, Hilton holds adequate liquid assets for its short-term obligations and liabilities, which significantly depicts its ability to handle its assets and convert them into revenue. The management should focus on maintaining the share of its non-current and current assets to increase its potential and operating expenses and profits high. Increasing its fixed assets and receivables through customer growth has the most significant momentum for maintaining the liability structure, maximising its net profits, and minimising its overhead costs and bad debts. 
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Hilton Holding Balance Sheet

2019	
Total Equity	Total Assets	Total Liabilities	15429000	12558000	14957000	2020	
Total Equity	Total Assets	Total Liabilities	18241000	15810000	16755000	Change	
Total Equity	Total Assets	Total Liabilities	1008000	1798000	1798000	



Horizontal analysis of the expenditure and income stat
ement for 2019-2020

2020	
Total Current Assets	Total Non-Current Assets	Total Liabilities	Total Assets	4202000	1581000	18241000	16755000	2019	
Total Current Assets	Total Non-Current Assets	Total Liabilities	Total Assets	2093000	12558000	15429000	14957000	Change	
Total Current Assets	Total Non-Current Assets	Total Liabilities	Total Assets	2109000	3252000	2812000	1798000	
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