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Introduction

Financial management is a combined process by which a manager makes decisions in relation to obtaining, financing, and managing assets to achieve a comprehensive target within the business (Hrechyshkina, 2016).
Financial Analysis is the process of evaluating businesses, projects, and other finance related transactions to determine their performance and suitability. The analysis helps to see whether the business is profitable enough to warrant a monetary investment. Most commonly, financial data is analysed by calculating ratios from the data in the financial statements and by comparing against those of other companies or against company’s own previous performances (Tuovilla,2022).
According to the American Accounting Association, Accounting is described as the process of identifying, measuring, and communicating economic information to permit informed judgements and decisions by users of the information both internal and external. This information when used by inside users of the company to make decisions is called Management Accounting (Drury and Tayles, 2020). Information produced by the management accountants must be judged in the light of its ultimate outcome of decisions and hence it is important to understand the decision making, planning and control process (Drury, 2018).
Here, Financial information of Hilton Worldwide Holdings Inc is analysed by calculating horizontal ratios for 2019 and 2020 and preparing the Balance Sheet for 2019 and 2020.







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	-1457000	-92
Interest Expense	429,000	414,000	15000	  4
Total Other income/ expenses net 	-376,000	82,000	294000	 -389
Income before taxes	-924,000	    1,244,000	     -320000          	  -26
Net income	-715,000	881,000	-166,000	  -19
				
					
				
				

Operating profit margin  
Operating profit margin= (operating profit/Revenue) x100
Where the Operating profit = EBIT (Earnings before interest and taxes). (Marr, 2012).

The actual income statements of Hotel Hilton worldwide for the fiscal year 2019 to 2020 is brought into discussion to see whether the income statements provided are healthy on the date. The financial analysis of the income statement shows the accurate result of the hotel’s financial performance. Comparison on sales in the year 2020 to 2019 has fallen by -54%. It is not a sign of a healthy business trends. Cost of goods sold has also fallen by – 47%, it looks like it is good, but it is not. The cost of goods sold decreases when the sales decreases and cost of goods sold increases when sales increases. The calculation shows a gross profit of -76%, which is not a sound financial performance for a renowned company like Hilton. The decrease in the gross profit is due to Covid-19 restrictions when the company had to close all of its services. Operating expenses has fallen by -18%. This sounds good. This gain is assumed to be due to cut in temporary expenses like office supplies, advertising, utilities, maintenance etc. -92% down fall in operating income shows that the hotel obtained a negative figure after deducting all direct and indirect costs from major heads. 4% more is being paid as interest expenses in 2020, this may be economic inflation. The total other income/expenses net is -389% in 2020, which means a huge sum of money is going away from business as income expenses net. Income before tax is fallen by -26%, This happens when there is decrease in sales.  Here the net income for the year 2020 is fallen by -19%, this means the expenditure on the cost of goods sold, operating expenses, interest expenses and income expenses exceeded the revenue earned.


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

	2020 		2019		Change		% Change	
Current Asset	4,202,000	2,093,000	2109000	   108
Non-Current Asset	15,810,000	12,558,000	3252000	    26
Total Asset	16,755,000	14,957,000	179800-0	    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	-767,000	     -13
Total Stockholders' Equity	-1,490,000	-482,000	-1,008,000	     -209
Total Liabilities and Stockholder	16,755,000	14,957,000	  1798000	                             0012



Balance Sheet is a direct immediate picture of the assets used by the company and of the funds that are associated to those assets. It is a fixed document relating to one point in time. Repeated pictures are taken at fixed intervals- months, quarters, years to see how the assets and funds change with time (Walsh, 2010).
The main goal of preparing balance sheet is to provide a clearcut financial position of the company for self, government agencies and to those parties interested to invest to the company, it also shows what a company owns and owes. The balance sheets, together with the income statement, and cash flow statement, make up the cornerstone of any company’s financial statement (The Investopedia team 02. 20.2020). After analysing the financial statement of the company, the investors will decide how beneficial the company is to invest in.   
Here the balance sheet for the fiscal year 2019 to 2020 of Hotel Hilton Worldwide is taken into the task to interpret its actual financial position. The balance sheet shows that the current assets increased by 108% which is good. Non-current assets increased by 26% which is good. Total assets increased by 12%, it is good. Current liabilities have fallen by -15%, that’s good. The reason can be pandemic again. Due to lockdown, they might have stopped spending on advertisements or might have got refund of some portion from prepaid utility bills in 2019.    
Non-current liabilities have increased by 26%, it is not good, this shows that they have big obligation to be fulfilled, for example the bills like financial debts and accrued liabilities might have been outstanding to be paid. Here, the total liabilities have increased 18%, this is the bad news. Common stock remained unchanged; they have not sold anything during those years. Retained earnings has fallen by -13% that’s bad, either they have withdrawn the fund from retained earnings for personal use or paid current liabilities and outstanding bills. Usually, company retains the earnings for future usage. Stockholder’s equity is the remaining amount of assets available to shareholders after all the liabilities have been paid (Hayes, 2021). Here the stockholder’s equity has fallen by -209%, this means the amount of liabilities payable is far bigger than the amount of assets remained in the company, which is bad. The total liabilities and stockholder are increased by 12%. This positive figure is not showing positiveness in the company’s financial position, because a big sum of money has gone away from the company as liabilities and stockholder’s equity. 


Financial Analysis Trends

Calculate Horizontal ratios for 2019 and 2020 to aid the analysis of the financial information included within the attached financial statements.  You should discuss the trends seen in these ratios in detail and draw appropriate conclusions.

Outline the importance of using ratio analysis for decision making.


You are to investigate the limitation of ratio analysis, including why an understanding of ratios and their fluctuations is essential for hotel management in analysing the information seen in their financial statements.

Ratio Analysis
Ratio analysis is a process of analysing the financial position of a company in a mathematical form which provides the reader a complete knowledge about company’s financial position in past, at present and even helps forecasting for future decision making. It not only helps identify the financial position of a firm by creating income statement, balance sheet and knowledge about cash flow within a firm, but also defrays an opportunity to know about the financial performances of companies existed for competition in market.
Ratio analysis is the comparison of line items in the financial statements of a business and is used to evaluate several issues with an entity, such as its liquidity, efficiency of operations, and profitability (Accounting Tools, 2022).

Liquidity ratio analysis.
It is a key element to check the financial strength and weaknesses of the firm because liquidity ratio consists of current ratio, quick ratio and working capital ratio. 
 It helps the readers to identify weather or not a company is able to pay back its short-term due debts, by using its quick or current assets.
Within ratio analysis, one can point out the areas of financial weaknesses and strengths of the firm by utilising liquidity ratio analysis formula
current ratio= current assets/current liabilities
Quick ratio = liquid assets/ Current liabilities
 (The Organic Chemistry Tutor, 2019).

Solvency Ratios.
The probability to pay off long-term debts as well as interest on its dets, for example debts equity ratio, dets assets ratio and interest coverage ratio. The debts level of the company within its assets, equity earnings will be calculated using solvency ratio.

Profitability ratios.
Identifies about financial performance of the company, how much the company is making the profit from its operation, profit margin returns on assets, return on equity, and return on capital investment. 

Efficiency Ratios.
Deals with the how efficient the company in using its assets and liabilities to generate the sale and increase in profit margin. Efficiency ratios covers turnover ratio, inventory turnover and day’s sale in inventory.

Coverage Ratios.
 Measures a company’s ability to service its debts and meets its financial obligations, such as interest payment or dividends. When the coverage ratio is high, its it is easy for a company to pay debts or dividends.

Market Prospect Ratios.
This includes dividend yield, P/E ratio, earnings per share (EPS), and dividend pay-out ratio. Investors use these metrics to predict future earnings and performance.




Importance of ratio analysis for decision making


It analyses financial statements
It analyses operational efficiency of the firms
It helps in understanding the profitability of the company
It helps in identifying the Business Risks of the firm
It helps in identifying the financial risks of the company
It helps in planning and future forecasting of the firm
It helps to compare the performance of the firm

     Banerjee (n.d.)

Limitations of Ratio Analysis

False results if based on incorrect data
No idea of probable happenings in future
Variation in accounting methods
Price level changes
Only one method of analysis
No common standards
Different meanings assigned to the same term
Ignores qualitative factors
No use of ratios is worked out for insignificant and unrelated figures

Singh, (n.d)

The ratio fluctuations help determine the increase in sales, operational efficiency, and the direction of the company (Abdullah, 2020).



Conclusion

Financial statements are crucial for the company to see the performance and progress of the company. The managers make effort to make these calculations as accurate as possible so that the real picture of the company’s status is seen by the inside users as well as outside users which aids them to make better financial decisions. Horizontal ratio analysis for 2019 and 2020 has been calculated and Balance Sheet for 2019 and 2020 has been prepared. The ratio analysis and the balance sheet for these years has shown overall huge loss for the company. It is not totally uncommon for the companies to operate at loss temporarily due to various reasons. In such situation, the company must try some steps like reducing the drawings from the business, cutting the expenses where possible, trying to get better deals from the suppliers, etc.
 The main general factors that lead to loss in a company are mis management, unskilled workers, inability to fulfil the demand of the market, inability to follow the sustainable policy, inadequate hygiene, inability to be competitive enough with the rivals, etc.  But this is not the case with Hilton Hotel. The Hotel brand has been successful company for a long time. The only reason which can be accounted for the loss can be the Pandemic Covid-19. The company was on halt for most of the period.  Now, the world has come to normal. The company can rebuild itself by operating in a way that it has done before.  

Executive Summary
This report has been prepared to analyse the financial status of Hilton hotel for the year 2019/2020. 
Horizontal Ratio Analysis for the year 2019 and 2020 has been calculated which showed an overall loss with Sales of -54%, Cost of good sold of -47%, Gross profit of -76%, Operating expenses of -18%, Interest expenses of 4%, Total other income of -389%, Income before tax of -26%, Net income of -19%, and Operating income of -92%.
Balance Sheet of the year 2019 and 2020 showed the current asset of 108%, non-current asset of 26%, current liabilities of 12, non-current liabilities of -15%, total liabilities of 26%, common stock of 18, retained earnings of 0%, total stockholders’ equity of -13% and total liabilities and stockholder of -209%.
The financial calculations clearly shows that the hotel company is in loss. The loss is due to restrictions during the pandemic of Covid 19. The company will take time to come on track to its usual standard, but it will definitely progress again if the above data are to be analysed carefully and necessary actions of decision making to be implemented by the users.
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