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ANALYSIS OF THE FINANCIAL STATEMENTS FOR HILTON 
	
	
	
	
	
	

	Income statement2019 &2020
	
	
	
	
	

	
	
	
	
	
	

	Hilton worldwide Holdings inc.(HLT)
	
	
	
	

	
	
	
	
	
	

	Income Statement
	
	
	
	
	

	
	2020
	2019
	Change
	% Change
	

	Fiscal Year Ends
	31.12.2021
	31.12.2020
	
	
	

	Sales
	4.307.000
	9.452.000
	-5145000
	-0,5
	

	Cost of goods sold
	3.724.000
	7.017.000
	-3293000
	-0,4
	

	Gross profit
	583.000
	2.435.000
	-2382000
	-0,1
	

	Operating Expenses
	702.000
	859.000
	-157000
	-0,2
	

	Operating income
	-119.000
	1.576.000
	-1695000
	-1
	

	Interest Expense
	429.000
	414.000
	-372000
	-0,9
	

	Total other income/expenses 
	
	
	
	
	

	net
	-376.000
	82.000
	-458000
	-5,5
	

	Income before taxes
	-924.000
	1.244.000
	-2168000
	-2
	

	Net Income
	-715.000
	881.000
	-1596000
	-2
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Applying Horizontal analysis you are to outline why Sale has increase even though profit has decline 

	
	
	
	
	
	

	Formular: Current year-base year=/base year
	
	
	
	


ANSWER (A)
Identifies critical developments and enables the firm to assess the company as a whole instead of where it is going. 
Every quantity is compared to a base number for a certain base year in horizontal analysis.
For example, if sales were $4307,000 in 2020 and $9452,000 in 2019, sales in 2019 decreased to 0.5 percent of 2020 levels, a 0.5 percent loss.
We wouldn't have envisioned the Hilton worldwise achieving the revenues or revenue we did December 2020 if we'd been warned 12 months later that our hotels would be closed for 20 weeks. We've been quite stepped backed as compared to other business around the world. Our company was well positioned to deal with the virus for a myriad of purposes. The business's durability can be linked to four principal reasons, which are listed in order of priority:
Size on the operating income (including Finance) were decreased but due to the dollar change it shows in negative in revenue statement after the outbreak. The size of Hilton income before taxes also decreased by negative 2 percent. Decreasing operating expenses in any business and , are impressive. But due to the dollar price change it doesn’t effect that much because the sales were decreased in the end.
Lower Returns Rates. The service category of Hilton that succeeded well had dramatically lower investment returns than those that underperformed. Guests, for instance, typically decline the bookings and many gowns with the aim of retaining just one they prefer, leading to a high dividend yield. Cancellations on bookings, on the other hand, were extremely low. This, along with customers becoming more choose at the moment of booking resulted in a significant decrease in returns percentages. This enabled Hilton to see the change in retained earnings. As a result, while complete sales dipped by -0.5% in the second quarter, current assets are increased by 0.1 percent which is good for business.
As Hilton worldwide anticipate that after the epidemic is finished, the amount of returns will recover to more typical levels. Nevertheless, the elimination of social distancing regulations should allow for more efficient working methods in our facilities, increasing productivity.



	
	
	
	
	

	Balance Sheet 2019 & 202
	
	
	
	

	
	
	
	
	

	Hilton worldwide Holdings inc. (HLT)
	
	
	
	

	
	2020
	2019
	Change
	% Change

	Current assets
	4.202.000
	2.093.000
	
	

	Non Current Asset
	15.810.000
	12.558.000
	3252000
	0,25

	Total assets 
	16.775.000
	14.957.000
	1818000
	0,1

	
	
	
	
	

	Current Liabilities 
	2.431.000
	2.871.000
	-440000
	-0,15

	Non current Liabilities
	15.810.000
	12.558.000
	3252000
	0,25

	Total Liabilities
	18.241.000
	15.429.000
	2812000
	0,2

	Common stock
	3.000
	3.000
	0
	0

	Retained Earnings
	-6.732.000
	-5.965.000
	-767000
	-0,1

	Total stockholders equity
	-1.490.000
	-482.000
	-1008000
	-2

	Total Liabilities and Stockholders
	16.755.000
	14.957.000
	1818000
	0,1

	
	
	
	
	

	
	
	
	
	


Product entire revenues decreased -0.1 percent year on year, while overall sales (including all sales) were down -0.5 percent. 
Net profit was -715,000  and total debt was increased by £18,241,000 in 2020 from £15492000 in 2019. The profit decreased by -0.1 percent in the 53rd week.
Except as otherwise noted, Hilton attempt to compare sales and profit in the 53 weeks to January 2020 with the 52 weeks in the previous year in  this report. 
The official financial horizontal ratio shown that even though the sales and profit decreased in past year the total assets for Hilton increased by 0.1 percent which is a good thing. It corresponds to the accounts Hilton use to monitor and appraise the company's finances. Stock remained unchanged but the total liabilities and stockholder increased by 1 percent in 2020. 

ANSWER (B)

There is indication that accounting ratios has been frequently employed in the assessment of public financial records since the mid-1800s. Furthermore, since the inception of the finance discipline, ratios have been employed to assist analyze organizations' financial situation (Lawder, 1989). Financial statement analysis study has described the use of ratio analysis as a vital instrument for analyzing a company's financial soundness, and numerous financial ratios have been established and are utilized by professionals and academia. Furthermore, accounting & finance courses frequently highlight any use of ratio analysis.
A ratio analysis is a quantitative examination of the data included in a company's financial statements. It is used to assess a company's operational effectiveness from several perspectives, such as stability, revenue, viability, and competitiveness.
The argument for using financial ratio analysis from a management standpoint is that by presenting numerous data as a ratio, information that is lost when the key parts are inspected is exposed (Thomas & Evanson, 1987). Administrators can then apply this data to enhance their business.
The balance sheet and income statement are the two most essential and easily obtainable determinants of capital data for determining ratios. These are the assertions that appear to be the most widely accepted. Because practically all commercial enterprises provide such declarations, the usage of ratio analysis may be seen in a wide range of sectors.
In plenty of other terms, instead of 's evaluative balance sheet account items, ratio analysis is a method of analyzing and assessing financial data by calculating key financial report value ratios (Finance Strategists, 2019).
Moreover, an emerging innovation in this area has been the creation of alternative ratios based on the data supplied by the statement of cash flows. The newly established ratios, however, are not as widely utilized as those based on the accounting records.
Financial institutions and fiscal publishing organizations collect data on large publicly listed corporations and make it accessible to a variety of interested parties.
Companies analyzing the credibility of their creditors, shareholders weighing the merits of alternative investments, and banks and other lenders giving loans are all potential users of such financial data and ratios. Ratios can also be used by auditors when performing analytical assessments of their businesses (Gardiner, 1995).
In an effort to determine the far more valuable financial measures as regarded by hotel executive management, company leaders, financiers, and hospitality company owners, Schmidgall (1989) discovered that these diverse groups assign varying amounts of value to the diverse accounting statistics.
For example, whereas general managers value operational and activity ratios the highest, owners prioritize financial metrics. Company managers thought solvency ratio were more relevant. According to the survey, liquidity measures are perhaps the most relevant to financiers, while profitability and activity ratios are more valuable than others for economic executions.

ANSWER (C)


Essentially, ratio analysis is conducted to identify: 1.A firm's immediate and long stability, or the company's capacity to satisfy its summary (present) and long-term financial responsibilities.
2. A company's riskiness or long-term viability. That is, the amount of leveraging or strain, as well as the extent to which the company is expected to be paid as debts.
3. A company's efficiency, revenue, or total earning capacity.
4. The accuracy with which a company's business resources are used to create sales income.
5. The detect possible profits and risk of making investments or investing in a preferred equity.
6. Accounting Information Inspection. Understanding financial statements is critical for business investors. Ratio analysis helps to understand the compatibility of existing statistics and estimate future values from balance sheets and income statements. Asset managers, for example, analyze the P/E ratio and the dividend per share, whereas lenders evaluate the repayment magnitude relation, gross margin ratio, and deficit proportion, among other factors (Byjus, 2019).
7. Planning and implementation. Managers and executives can use ratio analysis to better analyze and estimate the company's future profitability and performance. Past financial statement ratios serve in anticipating future financials, estimating, and planning for the firm's future processes (Accounting notes, 2017).
8. Comparing Businesses. Whenever the productivity of two or more firms is analyzed, effective and ineffective enterprises emerge, allowing inefficient firms to take suitable steps to enhance their effectiveness. The best method for evaluating organizations is to compare the organization's relevant ratios to the market benchmark ratios (Siddique, 2019).
Ratio analysis also helps in determining the company's ability to meet interest payments and debt repayment. As a result, the risk of credit default can be reduced. organizations use similar ratios including debt-equity ratio, interest coverage ratio, and debt service coverage ratio, as well as some other ratios, to determine financial stability and financial or credit risk (EDUCBA, 2020).
A More Effective Communication Channel. Ratio analysis is essential for reporting the firm's accounts to its investors. Ratios are simple to interpret than huge, convoluted numbers. Information may be deceptive at times, prompting shareholders to lose trust. Nevertheless, following comparison, ratio analysis can help investors understand the firm's situation, permitting reinvesting.
Financial Stability. The ability of a corporation to pay relatively brief debt is determined by its flexibility. The ratio, often referred as the acid-test ratio, examines whether a company's short-term commitments can be met within a year. In order to better understand and organize for the repayment of short-term obligations, the corporation undertakes continuing studies of prior financial statements.
The Trend Line. The trend line produced by ratio analysis shows us whether or not a corporation can perform over time. Businesses obtain data from past time frames to construct a linear trend that may be utilized to monitor and evaluate actual prospects, and also any prospective difficulties that a one-year ratio analysis might overlook.
Evaluating investment activities and effective marketing requires ratio analysis. While certain ratios may provide useful information while others may have a negative impact on company performance, it is vital for an investor to do ratio research from all aspects of the organization rather than just one or two. It’s because, while certain ratios may give useful information, others may have a harmful influence.
There are just some limitations to ratio analysis, like when a business produces year-end accounting information modifications to enhance ratios; this can mislead shareholders; price level changes are ignored in accounting ratios; and there are no specific standards for every ratio.
Schmidgall (1989) stated that the diverse accounting ratios are valued differently by these distinct groups in an attempt to find the most helpful accounting statements as considered by hospitality managing directors, company executives, financiers, and owners of hotel operations. For instance, general managers consider operating and productivity ratios to be the most significant, whilst shareholders place a larger importance on return on assets. Liquidity ratios were deemed more important by corporate leaders. As per the survey, bankers place the most emphasis on solvency ratios, while financial executives place a higher weight on profitability and activity measurements. Malk and Schmidgall (1993) examined hotel department financial accounts from the standpoint of administration rather than accountants.
Regardless of the fact that ratio analysis merely provides a complete overview of a company's financial performance and does not help it improve operational efficiency, it is nonetheless considered as a significant method for analyzing the business earnings and making significant plans for the business in future.
Analysis is the statistical metric. At finest, the financial statistics can be deciphered. If something is lacking, it really can identify a cause or justification for the situation, nor can it recommend how to treat it. Unless you go into the ratios, conducting profitability ratio makes very little sense (Borad Sanjay, 2019).
Return on assets ratios, for instance, may show that one generates less profit than rivals. This will not help anybody figure out what's causing the problem or what measures may be done to remedy it. To get to the bottom of the situation, one needs look into the ratios. A basic ratio analysis may not be sufficient.
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