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Executive Summary 

The goal of this report is to analyse the financial statements of Hilton, one of the biggest hotel companies in the world. The information contained in this report will be presented to the company's executive boss. The report will be based on the horizontal ratio technique, which will allow the management to consider the various external factors that affect the business to improve. 


















Introduction
The rapid growth of the hotel industry is due to the increasing number of people traveling and the rise of budget airlines. This has created a huge opportunity for the tourism industry. With the rise of the Internet, it has become easier for people to find and book a hotel. They can now book their trip without leaving their home (www.blog.bidroom.com) . Transactions are in the order of billions annually, and hoteliers need a record for each year's history to improve the business. One of the world's largest hotel chains, Hilton Hotels Corporation was founded in Beverly Hills, California, by Conrad Hilton. With a passion for guest service and a vision of becoming the industry's leading hospitality company, Hilton has become a global brand. The company's goal is to provide the best possible guest experience and place great emphasis on business travel. The original Hilton organization was founded in 1919. In 1964, it was sold to a British company, which then called itself Hilton Group. This resulted in two companies that operate under the Hilton name. Until recently, those hotels outside the US were called Hilton International. For many years, the company's US hotels were called Vista Hotels, while those in other countries were referred to as Conrad Hotels (www.hilton.com). The company has since phased out the Vista brand and is now known as Hilton. Conrad now operates hotels in the US and abroad. Through a joint marketing agreement, the American and British Hilton organizations have been able to minimize consumer confusion. The company's hotels are in various continents such as America, Europe, and Australia (www.historyofbranding.com). 




FINANCIAL ANALYSIS / HORIZONTAL RATIOS

The financial management principles that every business should adopt are the foundation of a successful organization ; this ensures that the hotel and venue can run smoothly and profitably (Hodrick, R.J., 2013). Best practices in financial management for the hospitality industry include establishing an annual budget, having a detailed financial tracking system, and regularly auditing the operations.

The formula to calculate the percentage in Horizontal Analysis is the following:
Horizontal Analysis (%) = [(Amount in Comparison Year – Amount in Base Year) / Amount in Base Year] * 100
The formula for calculating the difference ($) :
Horizontal Analysis ($) = Amount in comparison year ; Amount in base year 


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	3.6%
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
	4,202,000	2,093,000	2.109.000	101%
Non-Current Asset	15,810,000	12,558,000	3.252.000	26%
	16,755,000	14,957,000	1.798.000	12%
Current Asset	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	-12.697.000	213%
Total Stockholders' Equity	-1,490,000	-482,000	-1.972.000	409%
Total Liabilities and Stockholder	16,755,000	14,957,000	1.798.000	12%







A ratio is a tool that helps people compare various things in real life. It is important to understand how they work and what they mean so that you can easily use them in any situation (Beaver, 1966). These examples and descriptions will help you keep them simple and will make them more manageable. A ratio is a type of mathematical concept that shows the sizes of two or more numbers relative to each other. Their advantages are : 
A company's short and long-term solvency is a vital measure that can be used to evaluate its operations and financial position. 
It can also be used to estimate its working capital requirements and manage its multiple operational activities. 
This tool can also be used to coordinate the multiple functional departments of a company.
There are also limitations; if the data from financial accounting is not correct, then the information that you're relying on could be inaccurate. A ratio is not necessary to give the correct historical data. Historical data is the most accurate way to interpret a business' current situation. A ratio analysis is only effective if the same principles and policies are followed by other companies. This ensures that inter-company comparisons are not misleading. Besides having the necessary knowledge about the industry, also having the necessary experience is very important for effective ratio analysis. When two numbers are compared by division, the resulting number or dividend is called the antecedent, while the resulting number or divisor is called the consequent (Ledwith, J., 2019). The ratio formula is used to compare two numbers or quantities. For example :
a:b              
a = has role of Antecedent

b = has role of Consequent
           www.bing.com  
The ratio will be an important factor in the hotel management industry, so it will have a thorough control over the figures, amounts and expenses that a hotel suffers, which is beneficial in making a perfect business plan.
After the numbers are known, we will proceed to the next step, that of making a horizontal analysis. A horizontal analysis is a method utilized by financial analysts to analyse the financial statements of a company by comparing its various periods with those of other firms. This strategy aims to identify trends and changes in the company's financial performance (https://efinancemanagement.com). The goal of this method is to determine if the specific values of the company's stock have changed or if the trend is likely to continue.



FINANCIAL ANALYSIS TRENDS / HORIZONTAL RATIOS 
A trend analysis is a process utilized to analyse a company's past performance and predict its future trends. It can be used to make informed decisions and improve the company's chances of succeeding (Weygandt, J., et al, 2009).  A trend analysis is a process utilized for analysing and forecasting the changes in each market. It involves gathering information from multiple sources and plotting the resulting trends on a horizontal line. In finance, it is also used for analysing and forecasting the performance of a company. A trend analysis is usually used to find a direction that will allow an investor to profit from the previous trend. It is also beneficial for the traders as it allows them to avoid going against the trend. The concept of the trend is a well-known quote in the financial community. It is a necessary part of any trader's arsenal as it requires him or her to pay attention to the details of the market. In accounting, a trend analysis can be utilized by both the analyst and the management to forecast the future financial performance of a company (Thakur, M., 2020). Doing so should be done properly.
Below are shown the following financial analysis trends for Hilton Inc. 








Financial diagnosis is a process that involves considering the results of previous periods. It can help one make informed decisions regarding the future activities of the company (Guilding, C., 2014). This can be done by considering the company's various market conditions and the possibilities of its growth. The goal of financial diagnosis is to provide a comprehensive view of the company's financial situation. It can help the management and the employees of the company develop new strategies to improve the company's performance. In addition to being able to provide financial information to the company's employees, this process also aims to help other individuals who are interested in the company (Gibson, C.H., 2009). 



Covid 19 has left marks worldwide for all the businesses. Due to the pandemic period, the number of people traveling decreased so the number of rooms sold by Hilton decreased too, which led to a decrease in sales of -54% from 2019 to 2020. The net income also decreased by -181%. This is not good news, as it means that the company's profit will be lower, and its other income will be higher. The cost of goods sold decreased by -47%, which is not surprising since the decrease in sales is expected to lead to a decrease in inventory costs. However, this is also good news since it means that the company's expenses are expected to decrease. This is because the revenue is expected to increase, and the lower cost means that the company's profit is higher. Higher profit and lower expenses are every business's dream. This is because the higher profit that the company gains from its operations will allow it to retain its earnings. The increase in the cost of goods sold is also good news for the company, as it will allow it to increase its gross profit. The gross profit of Hilton for 2019 is -1.852.000, which is -76% lower than the sales profit of the previous year. If the sales profit was -54%, we would like to see gross profit to be the same as the previous year, with a difference of -76%. This is good overall since it shows the amount of money that the company can use for operating and income taxes. The gross profit is the amount that the company can use to cover its expenses, and it is the amount that allows the company to generate profit for its owners (Sheremet A.D.,2008) . If the gross profit is too low, the profit will be hard to be achieved by the company. For Hilton, the gross profit for 2019 is -76% lower than the sales profit of the previous year. This is good news since it allows the company to cover its operating and income taxes, but it is still not enough to make a profit. The main reason for the lower gross profit is due to the pandemic and the restrictions. The operating expenses of Hilton for 2019 decreased by -18%, which is not surprising since the company's sales have also decreased. However, this is not good news, as the sales by -54% and the operating expenses by -18% are not good. Other income for Hilton decreased by -458.000, which is not surprising, as the company's sales have also decreased. However, this is not enough to make a profit, as the sales also went down by -54%. Profit before income taxes also decreased by -559%, as the decrease in sales wiped out the gains. The income tax expenses for Hilton decreased by -2.168.000, which is -174% lower than the same period in the previous year. If the tax rate for 2020 was the same as it was in 2019, then the decrease in expenses would be the same as the increase. The Hilton profit went down by 181% in 2020 as compared to the previous year. However, this is not as bad as it sounds, as the company was able to reduce its expenses and income expenses. Looking at the company's balance sheet, it shows that the total amount of money that the company has available to cover its expenses is increasing in 2020 with 80% as compared to the previous year. However, this doesn't mean that Hilton is doing poorly, as it is doing very well, and the operating expenses are also decreasing (Grech, E., 2019). 

Conclusion

In conclusion, the financial situation of the Hilton hotel is generally considered good, considering the difficult times that the company experienced in 2020. However, it is important to note that the figures are just the beginning of the process and that the company can improve its operations. The hotel industry is one of the strongest niches in the world, and having a strong reputation is very important for a company. Having a good reputation on the world market helps a company stand out from the crowd. The fulfilment of promises and the respect that a company has for its customers are some of the factors that contribute to a company's success. Regardless of the reason for their travel, people will still need to stay in hotels and other accommodations. The profit of a hotel or a chain depends on the expenses it must shoulder to attract and retain customers. In addition to the availability of the right product, the competition in the industry also intensifies. 

















References:
Beaver, W.H., (1966). Financial ratios as prediction of failure. JAR, 1966, Vol. 4, pp. 71-111  Available at : http://www.jstor.org/stable/244122 
Accessed on [26.05.2022]

Gibson, C.H.,(2009) Financial Reporting & Analysis, 11e, South – Western Cengage Learning, 2009    Available at : https://www.academia.edu/6953909/_Charles_H_Gibson_Financial_Reporting_and_Analys 
Accessed on [27.05.2022]

Grech, E. (2019), Horizontal Analysis, Video 1&2, [online YouTube listening], Available at: https://www.youtube.com/watch?v=AOuMP8xeArw   [Accessed on 25.05.2022]

Guilding, C.,(2014). Accounting Essentials for Hospitality Managers, Taylor & Francis Group, 2014. ProQuest Ebook Central,  Available at : http://ebookcentral.proquest.com/lib/trinity/detail.action?docID=1596977  [Accessed on 27.05.2022] 

Hodrick, R. J., (2013) International Financial Management: Pearson New International Edition, Pearson Education UK, 2013. ProQuest Ebook Central,  Available at: https://ebookcentral.proquest.com/lib/trinity/detail.action?docID=5137293  [Accessed on 25.05.2022]

Ledwith, J, (2019) What is a ratio ? Definitions and Examples 
    Available at :  https://www.thoughtco.com/what-is-ratio-definition-examples-2312529     [Accessed on 25.05.2022]

Sheremet A.D. (2008). Analysis and diagnostics of financial-economic operations of an enterprise. Infra, Moscow, 2008.
Available at : https://doi.org/10.1134/S1063739708020078 
Accessed on [27.05.2022]

Thakur, M., (2020) Available at : https://www.wallstreetmojo.com/trend-analysis/  [Accessed on 26.05.2022]

Weygandt, J.K, D., Kimmel, P. and DeFranco, A. (2009) Hospitality Financial Accounting , Hoboken, NJ: John Wiley & Sons: Chapter 1. Available at :  https://doi.org/10.1134/S1063739708020078    [Accessed on 26.05.2022]

https://www.bing.com/images/search?view=detailV2&ccid=Y0%2bDTaar&id=2A21C3FF125E7252C8D0BE12CF1DFF332BC1FC19&thid=OIP.Y0-DTaar0SCb1KeEXzNL0wHaDV&mediaurl=https%3a%2f%2fwww.wallstreetmojo.com%2fwp-content%2fuploads%2f2018%2f02%2fHorizontal-Analysis.jpg&cdnurl=https%3a%2f%2fth.bing.com%2fth%2fid%2fR.634f834da6abd1209bd4a7845f334bd3%3frik%3dGfzBKzP%252fHc8Svg%26pid%3dImgRaw%26r%3d0&exph=461&expw=1024&q=horizontal+analysis+formula+image&simid=608053746102139644&FORM=IRPRST&ck=98DADB074A3C3A008631A05CCA77D6B9&selectedIndex=1&ajaxhist=0&ajaxserp=0    [Accessed on 26.05.2022]

https://www.blog.bidroom.com/brief-history-hotels/    [Accessed on 24.05.2022]

https://corporatefinanceinstitute.com/resources/knowledge/finance/horizontal-analysi /    [Accessed on 25.05.2022] 

https://efinancemanagement.com/financial-analysis/horizontal-analysis  [Accessed on 26.05.2022]

https://www.historyofbranding.com/hilton/     [Accessed on 24.05.2022]










































Bibliography


image2.png




image3.jpg
Horizontal Analysis

8

Horizontal  ( Amount in Comparison Year - Amount in Base Year )
Analysis = —— — " %100
Formula Amount in Base Year





image4.png
450%
400%
350%
300%
250%
200%

HILTON balance sheet %





image5.png
Chart Title

100%
50%
5
0% 3
B " S
50% ¥ g
3
100% € © thar S

[ Hilton income statement 2020 31/12/2021 (7 Hilton income statement 2019 31/12/2020

7 Hilton income statement change 31/12/2020 [ Hilton income statement % 31/12/2020




image1.png




