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Executive Summary
The purpose of this report is to analyse Hilton worldwide Holdings financial statements for the years 2019 and 2020 and to compare them using ratio analysing. Horizontal analysis was used to compare these sets of data and come to a conclusion for the changes in figures from one year to another. This report also highlights the importance of ratio analysis for decision making, as well as its limitations. 
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Introduction
Hilton Worldwide Holdings Inc is a hospitality company which manages a portfolio of hotels worldwide. It is known as one of the biggest and fastest growing companies within the hospitality sector. It has a total of 18 brands in 122 countries and over 6800 properties worldwide (Hilton 2022). This report will be for the Chief Executive to see the horizontal ratios for 2019 and 2020 which will help analyse the financial statements. 
Horizontal analysis can also be referred to as trend analysis. It involves comparing financial ratios of different years in order to analyse the performance of the company. Using this we can see whether a company’s performance is improving or getting worse over time. It can be used to compare many different years worth of financial statements (My Accounting Course, 2021). 
Horizontal analysis is usually carried out by the company itself as well as investors, so that they can both see the progression of the company. This allows investors to see whether or not investing in the company would be beneficial or harmful for them and allows the company to figure out what steps they need to take in order to make their business optimal (My Accounting Course 2021). 




















Financial Analysis

Income Statement	Hilton Worldwide Holdings Inc. (HLT)	
	2020	2019	Change	% Change
Fiscal Year Ends	31/12/2021	31/12/2020		
Sales	4,307,000	9,452,000	-5145000	-54
Cost of goods sold	3,724,000	7,017,000	-3293000	-47
Gross profit	583,000	2,435,000	-1852000	-76
Operating Expenses	702,000	859,000	-157000	-18
Operating income	-119,000	1,576,000	-1695000	-108
Interest Expense	429,000	414,000	15000	4
Total Other income/ expenses net 	-376,000	82,000	-458000	-559
Income before taxes	-924,000	1,244,000	-2168000	-174
Net income	-715,000	881,000	-1596000	-181
				
				
				


Balance Sheet
	2020	2019	Change	% Change
Current Asset	4,202,000	2,093,000	2109000	101
Non Current Asset	15,810,000	12,558,000	3252000	26
Total Asset	16,755,000	14,957,000	1798000	12
Current Liabilities	2,431,000	2,871,000	-440000	-15
Non current Liabilities	15,810,000	12,558,000	3252000	26
Total Liabilities	18,241,000	15,429,000	2812000	18
Common Stock	3,000	3,000	0	0
Retained Earnings	-6,732,000	-5,965,000	-767000	-13
Total Stockholders' Equity	-1,490,000	-482,000	-1008000	-209
Total Liabilities and Stockholder	16,755,000	14,957,000	1798000	12



Financial Analysis Trends
From the horizontal ratios, it is clear that sales have decreased from 2019 to 2020 by 54%. This is not good for the businesses profit as sales went down by more than double from the previous year. This is likely to be due to the COVID-19 Pandemic hitting in 2020 where lockdown rules were enforced. This means that businesses especially the hospitality sector, where affected negatively and sales were reduced drastically as travel and staying at hotels was stopped (Deloitte, 2020). This also explains the decrease in figures for cost of goods sold which went down by 47%. As we sold less products, the cost of selling them also decreased. This also means that gross profit would have decreased which is evident above as it has decreased by 76%. A low gross profit means that it was difficult to cover the expenses for this year. Operating expenses went down by 18% which is expected as sales decreased. However, sales went down by 54% whereas operating expenses only went down by 18% which is not favourable. Considering the larger gap in sales, operating expenses should have decreased more. The decrease of gross profit was greater than that of operating expenses, this means the operating profit in 2020 was lower than that of 2019. Interest expense increased by 15,000 which is not desirable. Income before taxes decreased by 174% which means that overall profit would be lower. This is evident as net profit decreased by 181% as the cost of operating was too high to cover with the large loss in profit. 
Hiltons total assets increased by 1,798,000 which is good as profit this year is not enough to cover the expenses. Current liabilities decreased by 15% however non current and total liabilities increased by 26 and 18% respectively. There was no change in common stock between 2019 and 2020 which is not desirable as we would want that figure to go down. Retained earnings decreased by 13% which means that the company’s remaining profit after all expenses was lower than 2019. 

Ratio analysis is crucial in decision making as it is a key indicator when looking at comparison between industry competitors, identifying gaps, competitive advantages, as well as strengths, weaknesses, threats and opportunities. All of this information can be used in decision making to help aid improvement within the company and increase its rank within the hospitality industry (Kota, 2022). Ratio analysis allows a business to see whether or not it is using its assets and liabilities efficiently. There are many different categories of ratios, for example, the liquidity ratios look at the company’s ability to meet its current liabilities by using their current assets (Kota, 2022). These ratios will pick up if the organisation is struggling to pay back its debts and are useful for lenders, bankers and creditors who look to see whether or not the company is able to fulfil its financial commitments. These ratios help when decision making as investors can see whether or not they want to invest in their shares or sell them, based on the performance of the company. 

There are some limitations to ratio analyses which are highlighted by Corporate Finance Institute (2022). Ratio analyses are conducted using historical information and data that is provided by the company. This is a limitation as they do not represent the business’ future performance and cannot accurately predict if till follow any similar patterns or trends. Another limitation is that financial statements are released at different times and if any inflation has occurred between them then comparing two sets of data would not be representative. Financial reporting may be affected if the company has made changed to its accounting policy or procedures. The financial metrics are distorted and can therefore not be compared to those results prior to the change. If the company has any operational changes such as in their supply chain strategy or the product that they are selling, then the results of the ratio analysis may be misleading and misrepresentative of the company’s future performance. As a company’s financial statements are reported by themselves, there is a chance that these figures may have been manipulated to report a better result in its performance. Therefore, ratio analysis may not be an accurate way to determine performance. Analysts should be mindful of these limitations and take appropriate actions to ensure that necessary precautions are undertaken to prevent these. 

Conclusion 
In conclusion, Hilton’s financial records show the drastic effects of the COVID-19 pandemic. Sales were decreased by more than half and gross profit decreased by 181% from 2019 to 2020. Ratio analysis is a good way to compare and contrast data amongst similar brands and competitors as well as for investors and creditors to get an idea of the companies performance. However, with all methods, it comes with limitations and analysts should take care to try an deter these. 
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