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Introduction

This report will analyse the financial statement of the Hilton Hotel. The propose is to produce a report to the Chief executive, which will include three key areas. The first step is to calculate the horizontal ratio for 2019 and 2022 to help the analysis of the financial information included in the attached financial statements. The second step is to figure the importance of using ratio analysis for decision making. The last step is the investigation of ratio analysis which will include the understanding of ratio and their fluctuations, essential for hotel management. The importance of using ratio for decision making will be cover on his report.


About Hilton

Hilton Worldwide Holdings, Inc operates as holding company, provides hospitality services through its subsidiaries. It is engaged in the leasing, managing, owning, developing and franchising hotels, timeshare proprieties and resorts. Its portfolio brand includes Waldorf Astoria Hotels and Resorts, Hilton Hotels and Resorts, Double Tree Hilton, Conrad Hotels and Resorts, Embassy Suites Hotels, Hampton Inn, Hilton Garden Inn, Homewood Suite by Hilton, Hilton Grand Vacations.
Conrad Hilton founded the company in Cisao Texas. The Hotels Statler Company was obtain in 1954 for $111,000,000 in what was after the world’s most expensive real estate transaction. (Hilton Worldwide Holdings, Inc history, profile and history video, nd). 

The first Hilton hotel in UK was The London Hilton on Park Lane. This hotel was open since 1963 and explore the history Hilton as a brand and London Hilton on Park Lane as a institution. The hotel have had a significant impact on the London economy and also the hotel overtook Marriot international to become as ,, world’s most valuable ‘’ hotel brand.( 100 years of Hilton Exhibition opens in London, nd).

Hilton have 18 brands, is located 122 countries and territories and have more than 6800 proprieties worldwide. Regarding hospitality, Hilton is passionate about delivering exceptional guest experience.  Chris Nasseta , president and CEO cite that,,We are a business serving people  and out team members extend their passion for hospitality beyond our hotel walls every day.’’ Moreover, Hilton have more than one million rooms worldwide and is one of the largest hospitality company in the world.( One of the world’s largest , fastest-growing hospitality company, nd).



Ratio 

Ration, in math, is a term that is used to compare two or more numbers. In the same time, indicate hoe bog or small a quantity is when is compared to another one. Also, in ratio two quantities are composed using division. The ratio is defined as the comparison of two quantities of the same units, Ratio can be classified in two types. One is the part-to-part ratio and the other one is the whole two distinct entities or group are related. ( Cuemath, Ratio, nd).

According to Glynn et al 2003, the measurement of financial performance by ration analysis helps identify organisational strengths and weaknesses by detecting financial anomalies and focusing attention on issues of organisational importance.

Damodaran (2001) , Glynn et. al (2003) and Block and Hirt (2005) cite that ratio analysis is a well-established tool to evaluate an organisation’s profitability , liquidity and financial stability.

According to Horngren (2004) et. al , the common components of a balances approach for a profit centred organisation include profitability measures, customer satisfaction measures, innovation measures and internal measures of efficiency, quality and time.



Financial analysis 

Income statement 2019 & 2020
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
	4%

	Total other income/expenses net
	-376,000
	82,000
	-458,000
	-559%

	Income before tax
	-924,000
	1,244,000
	-2,168,000
	-174%

	Net income
	-715,000
	881,000
	-1,596,000
	-181%




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

	
	2020
	2019
	Change
	%Change

	Current Asset
	4,202,000
	2,093,000
	21,090,000
	101%

	Non-Current Asset
	15,810,000
	12,558,000
	3,252,000
	26%

	Total Asset
	16,775,000
	14,957,000
	1,798,000
	12%

	Current Liabilities
	2,431,000
	2,871,000
	-440,000
	15%

	Non Current Liabilities
	15,810,000
	12,558,000
	3,252,000
	26%

	Common Stock
	3,000
	3,000
	0
	0%

	Retained earnings
	-6,732,000
	-5,965,000
	-12,697,000
	213%

	Total stockholders’s equity
	-1,490,000
	-482,000
	9,972,000
	-2%

	Total liabilities and stockholders
	16,755,000
	14,957,000
	1,798,000
	12%



According to Charles, Walter & Thomas (2012) financial statements are the business documents that companies use to report the results of their activities to various user groups, which can include managers, creditors, investors and regulatory agencies. In turn these parties use the reported information to make a variety of decisions, such as whether to invest in or loan money to the company.
Hilton, as every organisation gives to this statement an important role on their business because with this information the hotel can be aware of everything and monitor the changes over time. In the same time, Hilton as a brand have to keep themselves higher and in position with their competitors in the business. This is another reason all the calculations and supervisions are so essential to keep their business in the maximum standard of quality and improvement.

According to Singh and Pandey (2008) profitability at microeconomic level has been studied depending also on indicators such as current ratio, liquid ratio, receivable, turnover ratio and working capital to total asset.
Hapsari ( 20040 cite that financial ratio analysis is also useful for internal analysis to assist management in making evaluations of the company’s operating results, correcting errors and avoiding situations that can cause company financial difficulties.


As the graph shows, the gross profit for Hilton hotel from 2019 to 2020 has been suffered a massive decrease with 76% due the pandemic global situation and this affect the profitability. Covid 10 have a big impact on the hotel economy because during the outbreak a lot of hotels has been lost a lot of money.

According to Mayo (2012) ,a company’s liquidity refers to its ability to settle short-term liabilities when they mature, so the liquidity is the ability to convert activities into cash or make money in another way( eg through financing).
Shuli & Perri, (2010) cite that liquidity analysis through working capital has been consistently considered as one of the most important and significant indicator in the liquidity analysis of an enterprise. From creditor’s point of view, working capital is always from the first indicators to be considerd.

The effects of the pandemic have been devastating across the board
Liquidity ratio and the travel and hospitality were affected a lot. Hilton was able to manage the fallout from cancellations. Also, Hilton strategy to inspire renewed trust and confidence in both brand and travel to include three insight-driven pillars: marketing creative, product innovation and customer connection. Regarding product innovation, Hilton creates a program that will ensure the same care and diligence in cleaning their hotel rooms. In partnership with Lysol and household cleaning brand, they launched Hilton CleanStay in select hotels. This program had a direct effect on revenue and loyalty. For the marketing creative side, Hilton announced in October 2020 its global marketing campaign, To New Memories’’.This campaign was created to reactivate people passion for travel by remember them adventures, vacations and gateways. They. Used FOMO to inspire action and desire. Hilton was used an actual customer survey to glean insights around travel sentiment and not every brand has the same resources. Moreover, customer connection was described by an opportunity given to the guest with a distraction-free environment.This initiative was called Workspaces and offers day-use rooms that include a spacious desk, enhanced Wifi and ergonomic chair.What was specific for Hilton as a hotel chain and location  have mastered the art  of genuie cutomer connection.(Social Spotlight :Hilton’s pandemic strategy proves the business value of social, nd).

According to Kurniawan et. al ,(2013) , the current ratio is a ratio used to measure the company’s ability to meet its short -term financial obligations and his higher indicates the effectiveness of the company in paying off its short-term obligations.






The two pie charts describe the current asses in Hilton hotel suffers an increase from 2019 to 2020 with 101%. Also, as the pie charts show the current liabilities have been presented with a small increase of 15% from the previous year.

Activity ratio 
Hidayat (2015) cite that the activity ratio is a ratio that describes the company’s activities in running a business and this ratio can be used to measure how effectively these assets have been used to earn income or profit.
According to Puspasari et al. (2017) , the total asset turnover reflects the company’s ability to measure the level of efficiency in the use of company resources in carrying out daily activities.



The line graph shows that in the Hilton hotel the asset has been slightly increased from 2019 to 2020 with 12%. This is a very important stap for the business to recover and try to maintain their high standards of work, With the covid 19 issues, the hotel has been managed well and the company shows in their balance sheet a positive impact post pandemic.




Importance of ratio analysis

Hilton is a quality brand in the hotel industry and manages several hotels around the world. The ratio analysis has a dramatic importance in order to analyse the business.
Hampton (,2003) cite that ratio or financial analysis is the process of determining the significant operating and financial characteristics of a firm from accounting data and financial statements.
Hilton needs ratio analysis to have access to all the financial information in time and accurate and to help the company in making decisions.

According to Hapsari (2004), the financial ratio analysis is also useful for internal analysis to assist management in making evaluation of the company’s operating results, correcting errors and avoiding situations that can cause company financial difficulties.

Ratio analysis is important for any company to analyze its financial position, profitability, liquidity, solvency, risk, operations effectiveness, efficiency and proper utilisation that can be helpful for decision making for investment. The interpretation of the financial statements and data is essential for all external and internal stakeholders of the firm. The equity investors are more fascinated in the growth of the dividend payment and the earnings power of the organisation. Also, certain ratios help to analyse the degree of the efficiency of the firm. In the same time one of the most important reason to use ratio analysis is because it helps to understand the business risk of the firm. Also, another importance of using ratio analysis is because it helps to identify the financial risk and the main use of the ratio analysis is to compare the strength and weakness of the firm. Is vital to assess the performance of the firms by analysing their liquidity, asset management, profitability and efficiency ratio.(Importance and uses of ratio analysis, nd).

 
The understanding of ratio and their fluctuations is essential for Hilton hotel. The information presented in the financial statement gives the update of the whole year. In the same time gives a feedback for the end of the year. From 2029 to 2020 as can be seen in the balance sheet and income sheet, a dramatic decrease happened in one year, especially because of the pandemic.

Krishman et al. (2020) cite that the first time in the history, the economy of the world has been collapsed in the pandemic covid 19. Almost every sector has been affected and the hotel industry go the hardest hit among all other sectors.

According to Deloitte ( 2020), Hilton Worldwide is included in one of the leading anf top hotels in the word, therefore they were having enough funds to survive during pandemic.


Conclusion

The balance sheet for Hilton Worldwide Holdings has been presented quite favourable for the hotel industry, Current asset, non-current asset, current liabilities and stockholder will increase from 2019 to 2020. This is a positive impact for Hilton and despite of the pandemic, Hilton will manage to recover and be on the top brands in the industry. Hilton will keep their good standards and in the future their growth and profitability will increase favourable. As every business after pandemic Hilton will suffer a long process but everything will be back to normal, and all the stress will disappear slowly and in time. The same thing will happen and with the workforce, the hotel will employ new staff and a new start will be ready to begin with hard work, communication and a good team. Hilton will be ready for the start of the new life and new chapter full of success and positive vibes.
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