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Introduction
This report evaluates the financial performance of Hilton Worldwide Holdings Inc. over the five-year period from 2021 to 2025. During this period, the hospitality industry faced significant challenges due to the COVID-19 pandemic, followed by a strong recovery as global travel demand increased.
Founded in 1919, Hilton Worldwide is one of the world's leading hospitality companies, managing and franchising more than 9,200 hotel properties worldwide, across 144 countries and territories through internationally recognised brands, including DoubleTree, Embassy Suites, and Hampton by Hilton (Cardoso, 2022; Hilton, 2025). The company mainly operates through hotel management, franchising, and licensing agreements.
This report analyses Hilton's financial performance using its annual reports and other credible sources. It examines the company's financial statements, ratio analysis, liquidity, profitability, efficiency, gearing, and cash flow performance. The report also identifies key financial strengths and risks, recommends strategies to improve financial performance, and evaluates investment opportunities to support Hilton's future growth and long-term financial sustainability.

1(a), Income Statement Analysis
The following table shows a summary of Hilton Worldwide Holdings Inc.'s most important income statement numbers for the fiscal years 2021 through 2025. It shows the company's income, costs, profits, and earnings per share.
[image: ]
[bookmark: _Toc235659483]Table 1, (Artificall, 2026)
Hilton's revenue doubled during five years, from 5.8 billion in 2021 to 12.0 billion in 2025. Net income increased from 410M to 1.46B, a 255% increase. Both the net margin and gross margin increased to 12.1% and a favourable 41.15%, respectively. 
But in 2025, the EBIT margin fell to zero, indicating a significant decline in margin. Hilton's financial performance over the last five years reflects the severe disruption caused by the COVID-19 pandemic and the subsequent recovery of the global hospitality industry. 
The pandemic severely disrupted operations in 2020, with widespread hotel closures and occupancy declines (Hilton, 2021). Recovery began in 2021 as travel restrictions eased and demand rebounded (Hilton, 2022). More people travelled for both leisure and business purposes, leading to higher hotel occupancy rates and increased room prices. As a result, Hilton achieved record financial results in 2024, reporting net income of approximately $1.54 billion. The company also benefited from higher franchise and management fee income generated from its growing global hotel network (Hilton, 2025).
Assets stayed quite stable (around $15–17 billion). This shows Hilton does not need large physical assets because it uses an asset‑light model. Liabilities increased every year: 2021: ~$16.3B → 2025: ~$22.1B. This means Hilton is using more debt and obligations.
Shareholders’ Equity
Equity is negative in every year; it became more negative over time: –$0.8B (2021) → –$5.3B (2025). This happens because: High debt, Share buybacks, Low retained earnings.
[bookmark: _Toc235659484]1(b) Ratio Analysis of Hilton Worldwide Holdings Inc. (2021–2025)
Ratio analysis provides a deeper understanding of Hilton's financial performance, efficiency, liquidity, and risk profile over the past five years.
Profitability Ratios:             
[bookmark: _Toc235659485]Table 2,3, and 4 made by author.
	Operating Margin =                                                                                                             (Operating Income ÷ Revenue) × 100          
2021 = (1,010 ÷ 5,788) × 100 =17.45%               
2022 = (2,094 ÷ 8,773) × 100 = 23.87%
2023 = (2,225 ÷10,235) × 100 = 21.74%
2024 = (2,370 ÷ 11,174) × 100 = 21.20%
2025 = (2,693 ÷12,039) × 100 = 22.36%   
Net profit Margin =
 Net Income ÷ Revenue ×100 

2021 = (410 ÷ 5,788) ×100 = 7.08%
2022 = (1257 ÷8773) × 100 = 14.32%
(1,151 ÷ 10,235) × 100 = 11.25%
2024 = (1.54 ÷ 11.17) ×100= 13.8%
2025 = (1461÷ 12,039) ×100 = 12.14%

Return on Assets 
ROA = (Net Income ÷ Total Assets) × 100
2021= (410 ÷ 15,441) × 100 = 2.66%
2022 = (1,257÷ 15,512) × 100 = 8.10%
2023 = (1,151 ÷ 15,401) × 100 = 7.47%
2024 = (1,539 ÷ 16,522) × 100 = 9.31%
2025 = (1,461 ÷ 16,774) × 100 = 8.70%


[bookmark: _Toc235659486][bookmark: _Toc235145305]Profitability ratio table, Table 5 made by author can be found in Appendix B
[bookmark: _Toc235659487]Profitability Ratio Analysis
Hilton's profitability ratios show a strong improvement over the five-year period, reflecting the company's recovery following the COVID-19 pandemic and its ability to generate higher earnings. The net profit margin increased from 7.08% in 2021 to 12.14% in 2025, while the operating profit margin improved from 17.45% in 2021 to 22.37% in 2025. 
These results indicate that Hilton has become more effective at converting revenue into profit while maintaining good control over its operating costs. In addition, the company's Return on Assets (ROA) increased over the period, suggesting that its assets were used more efficiently to generate earnings. 
This improvement is consistent with research that shows profitability is influenced by efficient asset utilisation and effective cost management (Nissim and Penman, 2001). The recovery in profitability also reflects the continued growth in global travel demand and the strength of Hilton's asset-light business model, which focuses on hotel management and franchising rather than property ownership (Hilton Worldwide Holdings Inc., 2025). 
The profitability ratios were calculated using figures obtained from Hilton's consolidated income statements and balance sheets, which are presented in Appendix A.

Liquidity Ratios
[bookmark: _Toc235659488]Current Ratio = Current Assets ÷ Current Liabilities
Table 6 made by author
	Year
	Current assets
	Current liabilities
	Current ratio

	2021
	2,871 ÷
	3,019 =
	0.95

	2022
	2,870 ÷
	3,372 =
	0.85

	2023
	2,614 ÷
	3,722 =
	0.70

	2024
	3,272 ÷
	4,700 =
	0.70

	2025
	2,996 ÷
	4,508 =
	0.66


 
The current ratio shows that the company’s ability to pay its short-term debts has weakened over the five-year period. In 2021, the current ratio was 0.95, meaning the company had £0.95 of current assets for every £1 of current liabilities. However, this declined steadily to 0.66 in 2025, showing that the gap between current assets and current liabilities has increased.
A current ratio below 1 suggests that a business may face difficulties meeting short-term financial commitments using its available assets (Atrill and McLaney, 2022). Although current assets increased slightly in 2024, current liabilities also rose significantly, causing the ratio to continue falling. 
This suggests that the company has become more dependent on effective cash management and may need to improve its working capital control. Poor liquidity can create financial pressure because the business may struggle to pay suppliers, employees, and other short-term obligations on time (Brigham and Ehrhardt, 2022). (Refer to Appendix A for information). 
The Quick Ratio was not calculated because Hilton operates in the hospitality industry and does not hold significant inventory. As a result, the Quick Ratio would be virtually identical to the Current Ratio and would not provide additional insight into the company's liquidity position.
[bookmark: _Toc235659489]EFFICIENCY RATIOS
[bookmark: _Toc235659490]Asset turnover ratio = Revenue ÷ Average total assets
Average total assets = total assets for two years ÷ 2,                     
[bookmark: _Toc235659491]Table 7 made by author
	YEAR
	REVENUE
	TOTAL ASSETS
	PREVIOUS YEAR TOTAL ASSETS
	AVAERAGE TOTAL ASSETS
	ASSET TURNOVER

	2020
	4,307
	(16,755 +
	14,957) ÷ 2
	15,856
	0.272

	2021
	5,788
	(15,441 +
	16,755) ÷ 2
	16,098
	0.360

	2022
	8,773
	(15,512 +
	15,441) ÷ 2
	15,476.5
	0.566

	2023
	10.235
	(15,401 +
	15,512) ÷ 2
	15,456.5
	0.662

	2024
	11,174
	(16,522 +
	15,401) ÷ 2
	15,961.5
	0.700

	2025
	12,039
	(16,774 +
	16,522) ÷ 2
	16,648
	0.723




[bookmark: _Toc235659492]Receivables Turnover Ratio = Revenue ÷ Average Accounts Receivable
Average Accounts Receivable = account receivables for 2 years divided by 2
Table 8 made by author
	Year
	Revenue
($m)
	Accounts
Receivable
($m)
	Previous Year's Accounts Receivable ($m)
		Average Accounts Receivable ($m)



	



	Receivables Turnover Ratio

	2020
	4,307
	(771 +
	1,261) ÷ 2
	1,016
	4.23

	2021
	5,788
	(1,068 +
	771) ÷ 2
	919.50
	6.29

	2022
	8,773
	(1,327 +
	1,068) ÷2 
	1,197.50
	7.32

	2023
	10,235
	(1,487 +
	1,327) ÷ 2
	1,407
	7.27

	2024
	11,174
	(1,583 +
	1,487) ÷ 2
	1,535
	7.27

	2025
	12,039
	(1,690 +
	1,583) ÷ 2
	1,636.50
	7.35


[bookmark: _Toc235659493]Working Capital Turnover Ratio
Calculations: (Current Assets − Current Liabilities) = Working Capital
(Working Capital + previous year Working Capital) ÷ 2 = Average Working Capital
Revenue ÷ Average Working Capital = Working Capital Turnover Ratio
[bookmark: _Toc235659494]Table 9 made by author
	Year
	Revenue ($m)
	Current Assets ($m)
	Current Liabilities ($m)
	Working Capital ($m)
	Previous Year's Working Capital ($m)
	Average Working Capital ($m)
	Working Capital Turnover Ratio

	2020
	4,307
	4,202
	2,431
	1,771
	
	
	

	2021
	5,788
	2,871
	3,019
	-148
	1,771
	 811
	7.136

	2022
	8,773
	2,870
	3,372
	-502
	-148
	-325
	-26.993

	2023
	10,235
	2,614
	3,722
	-1,108
	-502
	-805
	-12.714

	2024
	11,174
	3,272
	4,700
	-1,428
	-1,108
	-1,268
	-8.812

	2025
	12,039
	2,996
	4,508
	-1,512
	-1,428
	-1,470
	-8.190



The efficiency ratio analysis shows how effectively the company uses its resources to generate revenue. The asset turnover ratio increased from 0.272 in 2020 to 0.723 in 2025, indicating that the company has improved its ability to generate sales from its asset base. This suggests better utilisation of resources, as efficient asset management is associated with stronger operational performance and improved profitability (Singh and Pandey, 2008).
The receivables turnover ratio increased from 4.23 times in 2020 to 7.35 times in 2025, showing that the company has become more effective in collecting payments from customers. Efficient management of accounts receivable is important because it improves cash flow and reduces the risk of financial difficulties caused by delayed customer payments (Deloof, 2003). However, the ratio remained relatively stable between 2023 and 2025, suggesting that further improvements in credit management may be limited.
The working capital turnover ratio shows a negative trend due to the company maintaining negative working capital from 2021 onwards. While higher revenue growth indicates strong sales performance, negative working capital may increase liquidity risks if short-term obligations cannot be managed effectively. 
Research by Shin and Soenen (1998) highlights that effective working capital management plays an important role in maintaining business efficiency and financial performance. Overall, the company has improved its asset and receivables efficiency, but greater attention is required to strengthen working capital management and reduce short-term financial pressure.
[bookmark: _Toc235659495]GEARING RATIOS
[bookmark: _Toc235659496]Debt-to-Equity Ratio = Total Debt ÷ ​Shareholders Equity
[bookmark: _Toc235659497]Table 10 made by author 
	
	Total Debt (£m)
	Shareholders Equity ($m)
	 Debt-to-Equity Ratio

	2021
	9,636 ÷ 
	-819
	-11.76

	2022
	9,579 ÷
	-1,098
	-8.72

	2023
	10,004 ÷
	-2,347
	-4.26

	2024
	11,886 ÷
	-3,689
	-3.22

	2025
	13,093 ÷
	-5346
	-2.45



[bookmark: _Toc235659498]Debt Ratio: Total Debt ÷ Total Assets
Table 11 made by author
	YEAR
	TOTAL DEBT (US$M)
	TOTAL ASSETS
	DEBT RATIO

	2021
	9,636 ÷
	15,441 =
	0.62

	2022
	9,579 ÷
	15,512 =
	0.62

	2023
	10,004 ÷
	15,401 =
	0.65

	2024
	11,886 ÷
	16,522 =
	0.72

	2025
	13,093 ÷
	16,774 =
	0.78




[bookmark: _Toc235659499]Interest Coverage Ratio = EBIT ÷ Interest Expense
[bookmark: _Toc235659500]Table 12 made by author
	Year
	EBIT (US $m)
	Interest Expense (US $m)
	Interest Coverage Ratio (times)

	2021
	1,010 ÷ 
	-397
	2.54 times

	2022
	2,094 ÷ 
	-415
	5.05 times

	2023
	2,225 ÷ 
	-464
	4.80 times

	2024
	2,370 ÷ 
	-569
	4.17 times

	2025
	2,693 ÷ 
	-620
	4.34 times



Hilton’s gearing ratios show that the company relies heavily on debt financing, which is common for large hospitality businesses. The debt-to-equity ratio remained negative from 2021 to 2025 because Hilton reported negative shareholders’ equity, mainly due to share repurchases and accumulated liabilities exceeding equity (Robinson et al., 2020). 
The debt ratio increased from 0.62 in 2021 to 0.78 in 2025, indicating that a larger proportion of Hilton’s assets was financed through debt. Despite this higher financial risk, Hilton’s strong cash flows from hotel management and franchise fees helped it meet its debt obligations (Hilton Worldwide Holdings Inc., 2025). 
[bookmark: _Toc235139914]The interest coverage ratio remained above four times for most of the period, showing that Hilton generated sufficient operating profit to cover its interest payments. These gearing ratios were calculated using Hilton’s consolidated balance sheets and income statements for 2021–2025, as shown in Appendix A.

INVESTMENT RATIOS
Earnings Per Share
(EPS) Formula = Net income – preferred dividends ÷ weighted average ordinary shares outstanding
[bookmark: _Toc235659501]Table 13 made by author
	Year
	Net Income (US$m)
	Preferred Dividends (US$m)
	Weighted Average Ordinary Shares (million)
	Basic EPS (US$)

	2021
	(410 -
	0)  ÷
	279
	1.47

	2022
	(1,255-
	0) ÷
	275
	4.56

	2023
	(1,141-
	0) ÷
	262
	4.36

	2024
	(1,535-
	0) ÷
	248
	6.20

	2025
	(1,457-
	0) ÷
	236
	6.18 



[bookmark: _Toc235659502]Price-to-Earnings (P/E) Ratio
Table 14 made by author
	Year
	Share Price
	Earnings per share
	Price to Earnings

	2021
	155.99
	1.47
	106.12

	2022
	126.36
	4.56
	27.70

	2023
	182.09
	4.36
	41.76

	2024
	247.16
	6.20
	39.87

	2025
	290.16
	6.18
	46.96




Hilton’s investment ratios show an overall improvement in shareholder value between 2021 and 2025. Earnings per Share (EPS) increased from US$1.47 in 2021 to US$6.18 in 2025, reflecting higher profitability and the impact of Hilton’s share repurchase programme, which reduced the number of ordinary shares outstanding (Hilton Worldwide Holdings Inc., 2025). 
The Price-to-Earnings (P/E) ratio changed over the period, ending at 46.96 in 2025. A higher P/E ratio suggests that investors have confidence in the company’s future growth and earnings potential (Damodaran, 2012). The EPS and P/E ratios were calculated using figures from Hilton’s consolidated income statements, weighted average ordinary shares and historical share prices. The supporting financial statements and calculations are provided in Appendix A
[bookmark: _Toc235659503]Cash Flow Ratios
[bookmark: _Toc235659504](Table 15 made by author)
	Year
	Cash Flow from Operations (US$m)
	Current Liabilities (US$m)
	Operating Cash Flow Ratio

	2021
	109 ÷
	3,019 =
	0.03

	2022
	1,681 ÷
	3,372 =
	0.49

	2023
	1,946 ÷
	3,722 =
	0.52

	2024
	2,013 ÷
	4,700 =
	0.42

	2025
	2,129 ÷
	4,508 =
	0.47


[bookmark: _Toc235659505]Free Cash Flow Ratio
[bookmark: _Toc235659506](Table 16 made by author)
	Year
	Net Cash Provided by Operating Activities (US$ million)
	Capital Expenditures (US$ million)
	Free Cash Flow (US$ million)

	2021
	109 - 
	-35
	74

	2022
	1,681 -
	-39
	1,642

	2023
	1,946 -
	-151
	1,795

	2024
	2,013 -
	-96
	1,917

	2025
	2,129 -
	-101
	2,028



Hilton’s cash flow ratios show a clear improvement between 2021 and 2025. The operating cash flow ratio increased from 0.03 to 0.47, indicating that the company generated stronger cash flows to support its short-term obligations. 
Free cash flow also rose significantly from US$74 million in 2021 to US$2,028 million in 2025, demonstrating Hilton’s improved ability to generate cash after capital expenditure. Strong free cash flow provides greater financial flexibility to invest in growth, repay debt and return value to shareholders (Brigham and Ehrhardt, 2022). 

This improvement reflects the recovery in travel demand and the strength of Hilton’s asset-light business model (Hilton Worldwide Holdings Inc., 2025). The ratios were calculated using figures from Hilton’s consolidated statement of cash flows and balance sheets, with supporting financial statements and calculations provided in Appendix A.
[bookmark: _Toc235659507]1(c) Trends, Strengths and Potential Threats

The financial analysis shows that Hilton's overall financial performance improved between 2021 and 2025. Following the recovery of the global hospitality industry after the COVID-19 pandemic, the company experienced steady growth in revenue, profitability and cash generation. 
Profitability ratios, including net profit margin, operating profit margin and return on assets, all increased over the five-year period, indicating that Hilton became more effective at converting revenue into profit and using its assets efficiently. These improvements reflect stronger demand for travel, effective cost management and the continued success of Hilton's asset-light business model (Hilton Worldwide Holdings Inc., 2025).
The efficiency ratios also show positive trends. Asset turnover and receivables turnover both improved, suggesting that Hilton used its assets more effectively and collected payments from customers more efficiently. Investment ratios, particularly earnings per share, also increased, demonstrating stronger returns for shareholders and improved investor confidence.
In addition, cash flow analysis showed a substantial increase in operating and free cash flow, providing Hilton with greater financial flexibility to support future investment, repay debt and return value to shareholders.
Despite these positive trends, several financial risks remain. The liquidity ratios declined over the five-year period, with the current ratio remaining below 1.0. This indicates that current liabilities exceeded current assets, which could create pressure when meeting short-term financial obligations. 
Similarly, the company reported negative working capital throughout most of the period, highlighting the importance of maintaining strong cash flow management (Gill, Biger and Mathur, 2010).
The gearing analysis also suggests that Hilton relies heavily on debt financing. The debt ratio increased over the five years, while shareholders' equity remained negative due to continued share repurchases and accumulated liabilities. 
Although Hilton continues to generate sufficient operating cash flows to service its debt, rising borrowing costs or weaker trading conditions could increase financial risk in the future.
Overall, Hilton appears to be in a strong financial position, supported by improving profitability, efficient operations and increasing cash generation. However, management should continue to monitor liquidity and debt levels to ensure that the company remains financially resilient during periods of economic uncertainty. The financial statement data and ratio calculations supporting this analysis are presented in Appendix A.

1(d) Comparison of liquidity ratios with industry benchmarks, assessing how the firm performs relative to sector standards

Industry benchmark comparison of current ratio (2021–2025)
(Table 17 made by author) 
	Year
	Hilton current ratio
	Industry benchmark
	Assessment

	2021
	0.95
	1.25
	Below industry average

	2022
	0.85
	1.29
	Below industry average

	2023
	0.70
	1.48
	Below industry average

	2024
	0.70
	1.65
	Below industry average

	2025
	0.66
	1.67
	Below industry average



Hilton Worldwide’s liquidity ratios can be compared with industry benchmarks to understand how well the company can meet its short-term financial obligations. The current ratio shows whether a company has enough current assets, such as cash and receivables, to pay its current liabilities. 
Hilton’s current ratio declined from 0.95 in 2021 to 0.66 in 2025, meaning that its current liabilities were higher than its current assets during this period. In comparison, the Hotels and Tourism industry benchmark increased from 1.25 in 2021 to 1.67 in 2025, indicating that the average company in the sector had a stronger liquidity position than Hilton (Scott, 2023). 
This suggests that Hilton performed below the industry standard in terms of liquidity, as it had fewer short-term assets available to cover its short-term obligations. However, this should be interpreted in the context of Hilton’s asset-light business model, which relies heavily on management and franchise operations and may require lower levels of working capital than more asset intensive hospitality businesses.
Overall, while Hilton’s liquidity position was weaker than the sector benchmark, the company’s business model and ability to generate cash from operations should also be considered when assessing its financial health.

2, Working Capital Management Analysis
[bookmark: _Toc235139930]2(a) Assess the cash operating cycle. 
[bookmark: _Toc235659508]Receivable Days = Average Accounts Receivable ÷ Revenue ​×365
Payable Days = Average Accounts Payable ÷ Cost of revenue ​×365
[bookmark: _Toc235659509]Cash Operating Cycle = Receivable Days−Payable Days
(table 18 made by author)

	Year
	Average
Accounts Receivable (US$m)
	Revenue (US$m)
	Receivable Days
	Average Accounts Payable (US$m)
	Cost of Revenue
	Payable Days
	Cash conversion Cycle (Days)

	2021
	919.50
	5,788
	58
	1,438
	4,133
	127
	-169

	2022
	1,197.50
	8,773
	50
	1,679
	6,075
	101
	-51

	2023
	1,407
	10,235
	50.
	1884.5
	7,305
	94
	-44

	2024
	1,535
	11,174
	50
	2,051.5
	8,111
	92
	-42

	2025
	1,636.50
	12,039
	49
	2,230
	8,644
	94
	-45



Hilton's cash conversion cycle (CCC) remained negative throughout the period from 2021 to 2025, ranging from -69 days in 2021 to between -42 and -45 days from 2023 to 2025. 
A negative CCC indicates that the company collects cash from customers before it is required to pay its suppliers, demonstrating efficient working capital management and strong liquidity. Hilton's receivable days remained stable at approximately 49–58 days, while payable days were consistently higher at 92–127 days. 
As Hilton operates primarily as a hotel management and franchising business, it does not hold significant inventory; therefore, inventory days are effectively zero, making the cash conversion cycle equal to receivable days minus payable days. Although payable days declined from 127 days in 2021 to around 94 days in 2025,
the company maintained a negative CCC, indicating that it continues to finance part of its operations through supplier credit rather than its own cash resources. Overall, Hilton's consistently negative cash conversion cycle reflects effective working capital management, strong cash flow generation, and an efficient operating model.
[bookmark: _Toc235659510]2(b) Recommend strategies to improve liquidity through working capital reforms

To improve liquidity, Hilton should continue strengthening its working capital management practices by accelerating cash inflows and optimising payment outflows. The company can enhance receivables management by encouraging faster customer payments through early-payment incentives, stricter credit assessments for corporate clients and improved digital billing and collection systems. 
Effective receivables management reduces the average collection period and improves the availability of cash for day-to-day operations (Brigham and Houston, 2022). Hilton should also continue negotiating favourable payment terms with suppliers and carefully managing accounts payable to maintain its ability to use supplier credit as a short-term source of financing. 
Effective payable management can help preserve cash while maintaining good supplier relationships when payments are made according to agreed terms (Ross et al., 2022). In addition, improved cash flow forecasting and centralised treasury management would enable Hilton to monitor short-term liquidity requirements more accurately and allocate surplus cash efficiently. 
As Hilton operates primarily as a hotel management and franchising business with minimal inventory holdings, the company should continue monitoring operating supplies at owned and leased hotels to avoid unnecessary stock accumulation. These working capital reforms would support Hilton’s liquidity position, improve operational flexibility and reduce reliance on external financing (Hilton Worldwide Holdings Inc., 2025).
[bookmark: _Toc235659511]2, © Compare short-term vs long-term financing options. 
Short-term and long-term financing helps Hilton Worldwide in different ways. Short-term financing is used for day-to-day business needs, such as paying suppliers, staff wages, and other operating expenses. Examples include trade credit, short-term loans, and revolving credit facilities. 
This type of finance is useful because it provides quick access to cash, but it usually has to be repaid within a year, which can create pressure on cash flow (Atrill and McLaney, 2023). Long-term financing is used for larger projects that benefit the company over many years, such as hotel development, renovations, and technology improvements. Examples include long-term loans, bonds, and lease obligations. Long-term financing provides more stability because repayments are spread over a longer period, although it increases Hilton’s long-term debt (Arnold, 2024). Overall, Hilton uses short-term financing to manage daily operations and long-term financing to support growth and long-term investment (Damodaran, 2024).

[bookmark: _Toc235659512]3, Strategic Financial Restructuring Plan 
[bookmark: _Toc235659513]3(a) Financial restructuring options for Hilton Worldwide
[bookmark: _Toc235659514](Table 19 made by author)
	Option
	Benefit for Hilton

	Divestiture
	Sells non-core assets to generate cash and reduce debt.

	Merger / partnership
	Expands market reach and shares investment risk.

	Equity injection
	Strengthens shareholders’ equity and lowers reliance on debt.

	Debt refinancing
	Reduces interest costs and improves cash flow stability.

	Debt repayment
	Uses free cash flow to lower borrowings and improve gearing.



Hilton Worldwide could improve its financial position through several restructuring options. First, the company could continue divesting non-core or underperforming hotel assets, which would generate cash and support its asset-light business model. The proceeds could be used to reduce debt and strengthen liquidity (Hilton Worldwide Holdings Inc., 2026).
Second, Hilton could pursue strategic partnerships or selective mergers that expand its market presence while sharing investment risk with other hospitality businesses. Third, an equity injection, such as issuing new shares or retaining more earnings, could strengthen shareholders’ equity and reduce reliance on debt financing (Brealey, Myers and Allen, 2023). 
In addition, Hilton could refinance existing debt to obtain lower interest rates and longer repayment periods, improving cash flow stability. Overall, the most suitable restructuring approach for Hilton would be a combination of asset divestiture, debt reduction, and selective equity strengthening to improve financial flexibility and support sustainable long-term growth (Brigham and Ehrhardt, 2022).

[bookmark: _Toc235659515]3(b) Evaluate impact on shareholder value, debt structure, and operational flexibility.

Hilton’s financing decisions have affected shareholder value, debt levels, and operational flexibility. The company creates shareholder value by using debt to support expansion, acquisitions, and returning cash to investors through share buybacks. However, higher debt levels increase financial risk because Hilton must make regular interest payments, which can reduce available cash during periods of weak demand.

According to Brigham and Ehrhardt (2022), companies need to maintain a balance between using debt to increase returns and avoiding excessive financial risk. Hilton’s debt structure mainly consists of long-term borrowings, which provides stable funding but increases its exposure to interest rate changes. 
Effective debt management is important to maintain investor confidence and financial stability (Brealey, Myers and Allen, 2023). Hilton’s asset-light business model, based mainly on franchising and management contracts, improves operational flexibility because it requires less capital investment compared with owning hotels. This allows Hilton to expand while maintaining cash flow for future opportunities (Rocha, 2021).
[bookmark: _Toc235659516]3, © Include international and ethical considerations (taxation, currency risk, inflation, CSR or ESG). 
As a global hotel company, Hilton Worldwide Holdings Inc. must consider international and ethical factors when making financial decisions. Different tax rules in the countries where Hilton operates can affect profitability and cash flow, especially as international tax regulations continue to develop (OECD, 2024). Currency exchange rate movements can also influence the value of Hilton’s overseas revenue when converted into US dollars, creating foreign exchange risk. In addition, inflation can increase operating costs such as wages, energy, and food supplies, which may reduce profit margins if room prices cannot rise at the same pace (IMF, 2025). From an ethical perspective, Hilton’s environmental, social, and governance (ESG) initiatives, such as reducing carbon emissions, supporting diversity and inclusion, and engaging with local communities, can strengthen its reputation and improve stakeholder confidence. Sustainability-related disclosures also help stakeholders assess how ESG issues may affect a company’s financial performance and long-term value (IFRS Foundation, 2024).
[bookmark: _Toc235659517]4, Investment Appraisal and Capital Budgeting 
[bookmark: _Toc235659518]4(a) Choose between three proposed investment projects using PBP, ARR, NPV, PI, and IRR. 
Assume a discount rate of 8% and straight-line depreciation to zero.
[bookmark: _Toc235659519]Payback Period.
It means the amount of time it takes for a project to recover its initial investment from its cash inflows.
[bookmark: _Toc235659520]PBP (Table 20 made by author)
	CASH FLOWS


	PROJECT 
      A
	PROJECT
      B
	PROJECT
       C

	INITIAL INVESTMENT
	 £50m
	 £50m
	£50m)

	CASH INFLOW
	
	
	

	YEAR 1
	10
	11
	5

	YEAR 2
	12
	11
	10

	YEAR 3
	14
	11
	20

	YEAR 4
	10
	11
	25

	YEAR5
	8
	11
	5

	PAYBACK PERIOD
	4 years 182 
Days
	4 Years 199 Days
	3 years 219 days

	WORKINGS
	10+12+14+10(4/8x365)
	11+11+11
+11-6/11x365
	5+10+20
(15/25x365)


[bookmark: _Toc235659521]Average Rate of Return (ARR)
ARR measures the average annual accounting profit as a percentage of the initial investment.
Average annual inflow = total cash inflows over 5 years ÷ 5 
Annual depreciation = 50m - 0 ÷ 5= £10m, Because the project is depreciated to zero over 5 years
Average annual accounting profit = (Total cash inflows − Total depreciation) ÷ Number of years.
ARR = annual accounting profit​ ÷ Initial investment (×100)
[bookmark: _Toc235659522]table 21 made by author) ARR
	Project
	Initial investment
	Total cash inflows 
	Average annual inflow 
	Average annual profit 
	ARR

	A
	 £50m
	54
	10.8
	0.8
	1.6%

	B
	 £50m
	55
	11.0
	1.0
	2.0%

	C
	 £50m
	65
	13.0
	3.0
	6.0%


 
[bookmark: _Toc235659523]Net Present Value (NPV)
Discount factor = for example year 2 = (1.08 × 1.08 = 1.1664) 1÷1.1664 = 0.8573 
PV = Project A Year 1: £10m × 0.9259 = £9.26m
NPV = Total present value of cash inflows − Initial investment
[bookmark: _Toc235659524](Table 22 made by author)
	Year
	Cash Flow Project A (US$m)
	PV Project A (US$m)
	Cash Flow Project B (US$m)
	PV Project B (US$m)
	Cash Flow Project C (US$m)
	PV Project C (US$m)
	Discount Factor (8%)

	1
	10
	9.26
	11
	10.19
	5
	4.63
	0.9259

	2
	12
	10.29
	11
	9.43
	10
	8.57
	0.8573

	3
	14
	11.11
	11
	8.73
	20
	15.88
	0.7938

	4
	10
	7.35
	11
	8.08
	25
	18.38
	0.7350

	5
	8
	5.44
	11
	7.49
	5
	3.40
	0.6806

	Total 
	54
	—
	55
	—
	65
	—
	—

	Total PV
	—
	43.45
	—
	43.92
	—
	50.86
	—

	Less initial investment
	—
	(50.00)
	—
	(50.00)
	—
	(50.00)
	—

	NPV (£m)
	—
	(6.55)
	—
	(6.08)
	—
	0.86
	—



[bookmark: _Toc235659525]4, (b)Profitability Index (PI) table for all three projects.
[bookmark: _Toc235659526](Table 23 made by author)
	Project
	PV of inflows (£m)
	Initial investment (£m)
	PI calculation
	Profitability index

	A
	43.45
	50
	43.45 ÷ 50
	0.87

	B
	43.92
	50
	43.92 ÷ 50
	0.88

	C
	50.86
	50
	50.86 ÷ 50
	1.02



[bookmark: _Toc235659527][bookmark: _Toc235139951]Net Present value table at 10% discount rate1 ÷ (1.10 x1.10)
[bookmark: _Toc235659528](Table 24 made by author)
	Year
	Discount factor (10%)
	Project A PV (£m)
	Project B PV (£m)
	Project C PV (£m)

	1
	0.9091
	9.09
	10.00
	4.55

	2
	0.8264
	9.92
	9.09
	8.26

	3
	0.7513
	10.52
	8.26
	15.03

	4
	0.6830
	6.83
	7.51
	17.08

	5
	0.6209
	4.97
	6.83
	3.10

	Total PV of inflows (£m)
	—
	41.33
	41.69
	48.02

	Less initial investment (£m)
	—
	(50.00)
	(50.00)
	(50.00)

	NPV at 10% (£m)
	—
	(8.67)
	(8.31)
	(1.98)


[bookmark: _Toc235659529]4, (c) Internal Rate of Return
NPV gap = Positive NPV−Negative NPV = 0.86 + 1.98 = 2.84
[bookmark: _Toc235659530]Estimated IRR = for project C = 8 + (0.86 ÷ 2.84 = 0.3028) (10-8) 0.3028 x2 = 0.6056 8+0.6056 = 8.61%
[bookmark: _Toc235659531](Table 25 made by author) (IRR) results table
	Project
	Initial investment (£m)
	NPV at 8% (£m)
	NPV at 10% (£m)
	NPV Gap (£m)
	Estimated IRR
	Decision compared with 8%

	A
	50
	(6.55)
	(8.67)
	2.12
	2.7%
	Reject — below 8%

	B
	50
	(6.08)
	(8.31)
	2.23
	3.8%
	Reject — below 8%

	C
	50
	0.86
	(1.98)
	2.84
	8.6%
	Accept — above 8%



Investment appraisal table for all three projects, including PBP, ARR, NPV, PI, and IRR, is in Appendix B

4,(d) Based on the investment appraisal results, Project C is the best investment choice for Hilton Worldwide. It has the shortest payback period (3 years and 219 days), the highest Accounting Rate of Return (6.0%), the only positive Net Present Value (£0.86 million), a Profitability Index of 1.02, and an Internal Rate of Return (8.6%) that is higher than the required discount rate of 8%. 
This means that Project C is expected to earn a good return and add value to the business. In comparison, Projects A and B have negative NPVs, PI values below 1, and IRRs below 8%, so they are less suitable investment options (Brealey et al., 2023).

This recommendation also matches Hilton Worldwide’s financial performance. The company has improved its profitability and generated strong cash flows in recent years, which means it is in a good position to invest in Project C. However, Hilton should also consider non-financial risks, such as political uncertainty, inflation, and changes in customer demand, as these could affect future cash inflows.
Maintaining good customer service and strong brand loyalty will also help the project achieve its expected returns. Overall, Project C is the best option because it offers the greatest financial benefit while supporting Hilton’s long-term growth (Ross et al., 2024).

There is a capital rationing limit of £100 million, which combination of projects is the best one?
Table 26 Capital Rationing made by author
	Combination
	Total Investment (£m)
	Combined NPV (£m)
	Decision

	Project A + Project B
	100
	-12.63
	Reject

	Project A + Project C
	100
	-5.69
	Acceptable, but not the best option

	Project B + Project C
	100
	-5.22
	Best option


Calculations
· A + B: -6.55 + (-6.08) = -12.63 
· A + C: -6.55 + 0.86 = -5.69 
· B + C: -6.08 + 0.86 =-5.22 
(Project B and Project C are the preferred combination)
Since only Project C has a positive NPV, Hilton should invest only in Project C and retain the remaining £50 million rather than investing in a second project that destroys shareholder value. If management insists on investing the full £100 million, then Projects B and C produce the least negative combined NPV, although this would still reduce shareholder value.

5. Usage of Artificial Intelligence in the Development of this Report 

Artificial Intelligence (AI) was used as a support tool while completing this report, following the assessment guidelines. AI was allowed for research, data analysis, and proofreading, but it was not used to write the report or create its structure. 

Microsoft Copilot was used to help find financial information about Hilton Worldwide, explain financial ratios, and locate data from annual reports and financial websites. AI was also used to check grammar, spelling, and sentence clarity. However, all final writing, analysis, and conclusions were completed by me.

I relied mainly on Hilton Worldwide's annual reports and financial statements, the figures used for ratio calculations and financial analysis were taken directly from these reports. Using the company's official financial statements helped ensure that the information was reliable and accurate throughout the report. 

AI mainly contributed to gathering information, explaining financial concepts, and proofreading the report. For example, it helped identify relevant financial statement figures and provided simple explanations of profitability, liquidity, efficiency, and gearing ratios. However, the interpretation of the results and the evaluation of Hilton's financial performance were my own work. 

The discussion of Hilton's strengths, weaknesses, financial risks, and outlook was based on my own understanding and analysis of the financial statements. Using AI in finance raises important ethical and professional issues. First, it is important to be honest about how AI has been used and to clearly acknowledge its role. Second, users must be careful about data privacy and avoid sharing confidential information with AI systems. Finally, there is a risk that people may become too dependent on AI. While AI can save time and provide useful support, it cannot replace human judgement, critical thinking, and professional experience. Therefore, AI should be used responsibly by checking its accuracy, protecting confidential information, and maintaining transparency. Overall, AI supported the research process, but independent analysis and professional judgement remained essential throughout the report.
[bookmark: _Toc235659532]Conclusion
In conclusion, Hilton Worldwide showed strong financial improvement between 2021 and 2025, with higher revenue, profitability, and cash flow following the recovery of the hospitality industry. However, declining liquidity and increasing debt remain important challenges. To strengthen its financial position, Hilton should improve working capital management, reduce debt, and maintain sustainable growth. Based on the investment appraisal, Project C is the best investment because it generated the strongest financial return and a positive Net Present Value. Overall, Hilton is well positioned for future growth if it continues to manage its financial risks effectively.

[bookmark: _Toc235659533]APPENDIX A
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[bookmark: _Toc235659534]Appendix B
[bookmark: _Toc235659535]Profitability ratio table
[bookmark: _Toc235659536]Table 5 made by author
	
	2021
	2022
	2023
	2024
	2025

	Operating Margin
	17.45%
	23.87%
	21.74%
	21.20%
	22.37%

	Net Profit Margin
	7.08%
	14.32%
	11,25%
	13.8%
	12.14%

	Return on Assets 

	2.66%
	8.10%
	7.47%
	9.31%
	8.70%



Investment appraisal table for all three projects, including PBP, ARR, NPV, PI, and IRR
(Table 26 made by author)
	Method
	Project A
	Project B
	Project C

	Initial investment (£m)
	50
	50
	50

	Total cash inflow (£m)
	54
	55
	65

	Payback Period (PBP)
	4 years 182 days
	4 years 199 days
	3 years 219 days

	Average annual inflow (£m)
	10.8
	11.0
	13.0

	Average annual profit (£m)
	0.8
	1.0
	3.0

	ARR
	1.6%
	2.0%
	6.0%

	PV of inflows at 8% (£m)
	43.45
	43.92
	50.86

	NPV at 8% (£m)
	(6.55)
	(6.08)
	(0.86)

	NPV at 10% (£m)
	(8.67)
	(8.31)
	(1.98)

	PI
	0.87
	0.88
	1.02

	Estimated IRR
	2.7%
	3.8%
	8.7%
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Hilton Worldwide Holdings Balance Sheet
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Book Value dll -5,905 -5,388 -3,727 -2,360 -1,102 -821
Book Value Per Share dfl -25.07 -22.64 -14.91 -8.94 -3.98 -2.92
Tangible Book Value dll -17,665 -17,169 -15,181 -13,495 -12,022 -11,727
Tangible Book Value Per Share dfl -75.01 -72.14 -60.72 -51.12 -43.40 -41.73




image10.png
Date Open High Low Close ©® Adj Close ® Volum

Dec 30, 2025 291.40 292.30 289.95 290.43 290.16 1,201,90
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image13.png
Dec 30, 2022 125.04 126.50 124.85 126.36 12510 1,079,400




image14.png
Dec 31,2021 154.83 166.97 154.58 165.99 163.91 1,187,300




image15.png
[l Hilton Worldwide Balance Sheet (2021-2025)
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HILTON WORLDWIDE HOLDINGS IN
CONSOLIDATED BALANCE SHEE
(in millins, except share data)

ASSETS
Current Assets:
Cash and cash equivalents.
Restricted cash and cash equivalents
Accounts receivable, net of llowance for credit losses of $163 and $145
Prepaid expenses
Other
Total current assets (variable interst enitis - 85 and §71)
Intangibles and Other Assets:
Goodwill
Brands
‘Management and franchise conracts, net
Other intangible assets, net
Operating lease right-of-use assets
Property and equipment, net
Deferred income tax assets
Other
Total intangibles and other assets (variable inerest enites — $341 and $100)
TOTAL ASSETS

LIABILITIES, REDEEMABLE NONCONTROLLING INTERESTS AND EQUITY

(DEFICIT)
Current Liabiliies:

‘Accounts payable, acerued expenses and other

Curtent maturities of long-term debt

Curtent portion of deferred revenes

Curtent portion oflsbilty fo guest loyalty program

“Total current lisbiltes (variable interest entities - $47 and $51)
Long-term debt
Operating lease liabliies
Deferred revenues.
Deferred income ta liabiliies
Liabiliy for guest loyaly program
Other
Total labiltes (variable interest entiies - $340 and $110)
‘Commitments and contingencies - see Note 19
Redecmable Noncontrolling Interests
Equity (Deficit:

‘Common stock, S0.01 par value; 10,000,000,000 authorized shares, 230,433,192
‘outstanding as of December 31, 2025 and 241,806,421 oustanding as of
December 31, 2024

Treasury stock, at cost; 106,540,900 shares as of December 31, 2025 and 94,087,917
shares as of December 31, 2024

Additional paid-in capital

Accumulated deficit

‘Accumulated other comprehensive loss.

“Total Hilton stockholders' deficit
Nonconiroling interests
“Total deficit
TOTAL LIABILITIES, REDEEMABLE NONCONTROLLING INTERESTS AND.
EQUITY (DEFICIT)

See notes to consolidated financial statements,
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