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[bookmark: _Toc104313587]Determining the Horizontal analysis for the company
Horizontal analysis is being used to review the financial statements of the firm over multiple periods and it shows the percentage growth over the same line item in the base year. It also helps in analyzing the trends and growth of the pattern in the company which will give an important understanding of the performance of the organization. Hilton Worldwide Holdings Inc. company has also used this analysis by interpreting the change in financial performance over two accounting period that is 2019 and 2020 (Frolova, and et.al., 2018). Following are the horizontal analysis of the organization are as-
Income statements 2019 and 2020
Hilton Worldwide Holdings Inc. (HLT)
	
	2020
	2019
	Change
	% in change

	Fiscal Year Ends
	31-12-2021
	31-12-2020
	
	

	Sales
	43,07,000
	94,52,000
	-51,45,000
	-54%

	Cost of goods sold
	37,24,000
	70,17,000
	-32,93,000
	-47%

	Gross profit
	5,83,000
	24,35,000
	-18,52,000
	-76%

	Operating Expenses
	7,02,000
	8,59,000
	-1,57,000
	-18%

	Operating income
	-1,19,000
	15,76,000
	-16,95,000
	-108%

	Interest Expense
	4,29,000
	4,14,000
	15,000
	4%

	Total Other income/ expenses
	
	
	
	

	net
	-3,76,000
	82,000
	-4,58,000
	-559%

	Income before taxes
	-9,24,000
	12,44,000
	-21,68,000
	-174%

	Net income
	-7,15,000
	8,81,000
	-15,96,000
	-181%



From the above horizontal ratio analysis it could be seen that the company has achieved lower sales in the year 2020 as compared to 2019 by 54% which is more than half of the percentage. This indicates that company has not performed well and this will also lead to lower profitability and effectiveness. Also, there is a negative percentage achieved in cost of goods sold and gross profit which is bad indicator of the overall performance of the organisation. There is a need to give proper attention on operational efficiency as a company has not able to control its cost and is also not able to incur profit so that it could deal with any situation. Also, the company has gained lower operating expenses and interest expense in 2020 as compared in 2019 which will give helps the company sustain in the market because the situation of the management is not good (Ma, 2021). There is increment in interest expense by 4% and there is reduction in total income or expenses net by 559% which is not a positive sign for the company and hence company has to deal with certain issues. It shows that company has not performed well in 2020 as compared to 2019 as it has not gained more profit which shows many inefficiencies in the management of the company. As the selected company has also gained less net income by 181% which is very lower than the previous year. Hence, the overall situation of the organisation is quite disappointing as its overall financial position is becoming poor as it did not able to maintain enough profit (Mjongwana and Kamala, 2018). 
Balance Sheet 2019 & 2020 
Hilton Worldwide Holdings Inc. (HLT)

	
	2020
	2019
	Change
	% in change

	Current Asset
	42,02,000
	20,93,000
	21,09,000
	101%

	Non Current Asset
	1,58,10,000
	1,25,58,000
	32,52,000
	26%

	Total Asset
	1,67,55,000
	1,49,57,000
	17,98,000
	12%

	Current Liabilities
	24,31,000
	28,71,000
	-4,40,000
	-15%

	Non current Liabilities
	1,58,10,000
	1,25,58,000
	32,52,000
	26%

	Total Liabilities
	1,82,41,000
	1,54,29,000
	28,12,000
	18%

	Common Stock
	3,000
	3,000
	0
	0%

	Retained Earnings
	-67,32,000
	-59,65,000
	-7,67,000
	13%

	Total Stockholders' Equity
	-14,90,000
	-4,82,000
	-10,08,000
	209%

	Total Liabilities and
	
	
	
	

	Stockholder
	1,67,55,000
	1,49,57,000
	17,98,000
	12%



From the above table, it is observed that horizontal analysis of the company in terms of the balance sheet is quite satisfactory as it has seen that current assets have been increased from 2019 to 2020 by 101% which is a positive sign. Also, there is also an increment in the non-current asset and total assets with a good percentage which indicates that the company can survive in the emergency period as it has efficient current and non-current in 2020. This shows that the company has achieved a good liquidity position which indicates that it could able to deal with the tough situation and also facilitated the company to manage certain problems. Also, there is a reduction in the current liabilities by 15% which is a good sign and there is also an increase in non-current liabilities by 26%. This shows that there is an overall increment in the total liabilities by 18% which is more than the percentage of total assets which is quite bad indication for the company. Also, there is rise in the retained earnings by 13% which is also good sign which indicates that company has sufficient profits. Hence total shareholders and liabilities of the company has been rise 12% which shows that company has efficiently maintained the shareholder’s equity which is a positive sign for the overall financial position of the organization. So, an overall analysis of horizontal analysis of the company in terms of balance sheet it could be said that it has maintained better liquidity position and retained earning which will help in the times of losses and an emergency period when these assets and extra profit will require (Mueller and Sensini, 2021).
[bookmark: _Toc104313588]Importance of using ratio analysis 
Ratio analysis is very important part of the company that helps in analysing the liquidity, profitability, risk, and solvency position of the organization. This also shows trends or comparisons of financial results that will help in making the decision for the investment by the shareholder that whether they should consider it or not. So, there are some importance of these ratios are as follows-
· Analysing the financial statements- This is main importance of the organisation that through interpretation of the financial statements it helps the whole firm to take the right decisions. This also helps internal and external stakeholders of firm to interpret all numbers from balance sheet and income statements and they will able to make the decision according to their interest. In selected company, ratio analysis is also been examined and carefully defined by the stakeholders that whether a company is performing well or not (Ozdemir, and et.al., 2021).
· Understanding the profitability- This also helps in determining the profitability of the company the company is making enough profits or not and helps in maintaining the effectiveness. There are many ratios through which it helps in assessing the overall effectiveness such as net profit ratio, return on equity and gross profit. Selected company is also using these ratios to determine the financial position and overall effectiveness through certain ratios that helps in analyse the firm’s ability to make the profit. So, through this it become easier for the shareholder to make the informed decision about the investment in the organisation.
· Analyzing operational efficiency- There are certain ratios also that determine the operational ratios and efficiency such as account receivables turnover and inventory turnover ratio. These help in assessing the main areas of the company in which operational efficiency is used to increase and maintained and gives a better overview of overall effectiveness. In the terms of selected company, these will also help in analyzing the operational efficiency through effective ratio analysis that leads to many advantages. This is essential to make the right decision through effective ratio profitability and that leads to many growth aspects that makes the right decision of the company that what need to be done or not. This is essential to make the right decision that will leads to growth in the profitability that allows to make the right steps. Hence, through ratios it will give major idea to the shareholder also which company is profitable or not (Reardon, 2022).
· Identifying the business risk- From the ratio analysis also it also helps in understanding the business risk of the company through some ratios such as financial leverage and operating leverage that helps in allowing the firm to take the right decision. In the selected company also, these ratios will helps in managing and controlling the risk that might impact the business profitability. Through this, they can take the right step that how things will go in future and also facilitated in maximum profitability that leads to many advantages. 
· Helps in future planning- Through these ratios, it helps the company to make the future plans and forecasting that helps in making the critical decision making by the investors and stakeholders. In the selected company also, ratios help in analyzing the project that they should invest in it or not and this will also help the shareholders and stakeholders to do so. There are certain things that have to be maintained that will helps in providing the essential information that will be useful in their future as this leads to many advantages in the future forecasting. Hence, this is essential to determine the ratio analysis to make the path clear (Rusmingsih, Widarni and Bawono, 2021).
[bookmark: _Toc104313589]Determiming the limitation of ratios and understanding of ratios in hotel management
Following are some of the limitation of the ratio analysis are as follows-
· Do not consider the size of business- Ratio analysis main limitation that it does not consider the size of the firm and it just focus on the figures and financial statements of the business. In the selected company also, this is also main limitation of the ratio analysis that it does not consider the size and scale of the business and thus it sometime leads to inefficiency in the decisions (Yang, 2019). 
· Do not incorporate the uniform accounting policies- Ratio analysis main limitation is also that it does not incorporate the accounting policies that has been adopted by the business in terms of recognising the income and expenses. This result into some inefficiency in the companies that is based on the ratio analysis and will not exhibit the true comparison of the firms. This is important to deal with the certain policies and methods that is also used by the company and that same has to be followed in the ratio analysis so that there will be no issues would find.
· Based on historical figures- This is also important to analyze that ratio analysis is based on the historical figures that are reported by the business which sometimes leads to many disadvantages in future analysis. Sometimes it leads to ineffective as it changes the business model and that entered into the different lines of the company. This is essential to make the right decisions as it makes the path clear and effective for the organization that what has to be maintained in the management. So, many times it becomes ineffective to use the ratio analysis because it uses historical facts and figures (Santos, Gomes and Lisboa, 2021).
Understanding of ratios for the hotel management
· It is essential for the hotel management to analyse the effective liquidity ratio so that they could meet their short-term obligation. As they need a high amount of working capital and many short-term finances that leads to the advantages of the company. Through this ratio, they are able to identify whether they have fewer current asset or not by calculating the current ratio. This includes salaries and wages, short-term leasing, and short-term liabilities. So, this become necessary for the hotel management to have proper attention in the quantity of current asset and liabilities.
· For hotel management this is also being necessary to determine the financial leverage ratio that gives the stakeholder an understanding of the long term solvency of the company. Through this ratio, it helps in measuring the long term debt obligation. For hotel management, it is necessary to assess the debt that has been used in large properties and also gives an idea to the company that what actions has to be taken to reduce the debt obligations (Sheel, 2018).
· From analyzing the profitability ratio, it is essential to measure the level of profitability by calculating gross profit, net profit, and operating profit. For the hotel management, it will help in determining the level of profitability that will be earned by the company so that it could make the informed decision to achieve the higher profits in near future. So through this, it is essential for the hotel management to ensure that it able to meet the benchmark (Sheel, 2020).
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