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[bookmark: _Toc104559916]Executive Summary 
The financial information of Hilton Worldwide Holdings Inc. (HLT) has been driven in this report. All the financial information has been used to draw some basic trend analyses. The profitability ratio has been used to analyse profitability between two different years. Again, the liquidity ratio has been used to find out the liquidate position of the firm. Furthermore, the gearing ratio has been used to find out the equity and debt position of the firm. From all the analyses the comparison of different years has been drawn too in this report. Through this ratio analysis, the financial viability can be measured of this firm.  
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[bookmark: _Toc101999040][bookmark: _Toc104559917]Introduction 
The profitability and the growth of the business firms highly depend on the decisions that the firms make. If the decisions of the firm cannot be made properly, the profitability and the growth will not be ensured for the firm. Therefore, it is necessary to make sure that the decisions of the firm are taken properly (Habeck, 2018). The decisions can be investing decisions and this can be also financing decisions. All the decisions whether it is financing or investing can be taken from the ratio analysis. Therefore, the business firms must make sure that the ratio analysis has been done well and that the decisions are made based on the ratio analysis. 

[bookmark: _Toc104559918][bookmark: _Hlk104151571]a) Calculate Horizontal ratios for 2019 and 2020
Here the Income statement 2019 & 2020 of Hilton Worldwide Holdings Inc. (HLT)
	
	2020
	2019
	Change
	% Change

	Fiscal Year Ends
	31/12/2020
	31/12/2019
	
	

	Sales
	4,307,000
	9,452,000   
	-5145000
	-54.43%

	Cost of goods sold
	3,724,000
	7,017,000
	-3293000
	-46.93%

	Gross profit
	583,000
	2,435,000
	-185,2000
	-76.06%

	Operating Expenses
	702,000
	859,000
	-157,000
	-18.28%

	Operating income
	-119,000
	1,576,000
	-169,5000
	-107.55%

	Interest Expense
	429,000
	414,000
	15,000
	3.62%

	Total Other income/ expenses net 
	-376,000
	82,000
	-458,000
	-558.54%

	Income before taxes
	-924,000
	1,244,000
	-2168000
	-174.28%

	Net income
	-715,000
	881,000
	-1596000
	-181.16%


Here the Balance Sheet 2019 & 2020 of Hilton Worldwide Holdings Inc. (HLT)
	
	2020
	2019
	Change
	%    Change

	Current Asset
	4,202,000
	2,093,000
	-167,2800
	-79.92%

	Non-Current Asset
	15,810,000
	12,558,000
	325,2000
	25.89%

	Total Asset
	16,755,000
	14,957,000
	17,98,000
	12.02%

	Current Liabilities
	2,431,000
	2,871,000
	-440000
	-15.33%

	Non-current Liabilities
	15,810,000
	12,558,000
	325,2000
	25.89%

	Total Liabilities
	18,241,000
	15,429,000
	2812000
	18.23%

	Common Stock
	3,000
	3,000
	0
	0%

	Retained Earnings
	-6,732,000
	-5,965,000
	-76,70,00
	12.86%

	Total Stockholders' Equity
	-1,490,000
	-482,000
	-1008000
	209.13%

	Total Liabilities and Stockholder
	16,755,000
	14,957,000
	179,8000
	12.02%



[bookmark: _Toc104559919][bookmark: _Hlk104151598]Ratios 2019 and 2022
[bookmark: _Hlk104151621]Calculating the profitability ratio of Hilton Worldwide Holdings Inc:
	[bookmark: _Hlk104151637]Gross profit ratio =  * 100

	[bookmark: _Hlk104151671]For 2019 =  * 100
= 13.54%
	[bookmark: _Hlk104151689]For 2020 =  * 100
= 25.76%

	[bookmark: _Hlk104151829]Net profit ratio =  * 100

	[bookmark: _Hlk104151838]For 2019 =  * 100
= 10.73%
	[bookmark: _Hlk104151854]For 2020 =  * 100
= -16.60%



[bookmark: _Hlk104151712][bookmark: _Hlk104151906]Calculating the liquidity ratio of Hilton Worldwide Holdings Inc:
	[bookmark: _Hlk104151761]Current ratio =  

	[bookmark: _Hlk104151793]For 2019 =  
= 0.73:1
	[bookmark: _Hlk104151809]For 2020 =  
= 1.73:1



[bookmark: _Hlk104151966]Calculating the gearing ratio of Hilton Worldwide Holdings Inc:
	[bookmark: _Hlk104151978]Gearing ratio =  

	[bookmark: _Hlk104151989]For 2019 =  
= 103.16%
	[bookmark: _Hlk104152003]For 2020 = 
= 108.87%

	[bookmark: _Hlk104152022]Debt to Equity ratio = 

	[bookmark: _Hlk104152031]For 2019 =  
= 1.03
	[bookmark: _Hlk104152042]For 2020 = 
= 1.09


[bookmark: _Hlk104152056]


[bookmark: _Toc104559920]Trend analysis from the ratios 
[bookmark: _Hlk104152074]Profitability Ratio 
	Year
	Gross profit

	2019
	13.54%

	2020 
	25.76%


If the business firms can produce a higher profitability ratio, then it will ensure higher growth for the business firms. This means the business firms should concern about bringing higher profitability ratios as this ensures higher growth for the firm. Here in 2019, for (HLT) the gross profit was 13.54% and on the other hand, it was 25.76% in 2020. Though both the ratio is positive, here higher gross profit margin will ensure the operational efficiency of the firm. Therefore, since in 2020 the gross profit is higher in (HLT), the firm has managed the cost of goods sold effectively in that year. 
	Year
	Net profit

	2019
	10.73%

	2020 
	-16.60%


Again, in 2019, for (HLT) the net profit was 10.73% and it was -16.60%. This means the firm has managed its operating expenses in 2019 but the firm could not manage its operating expenses in 2020 therefore, the firm could manage to produce a net profit in 2020. Since the firm has managed to produce a higher gross profit in 2020 but could not manage to produce a higher net profit in 2020, the firm must have made wrong decisions in terms of operational expenses. So, here the firm must have to ensure that the operational expenses are managed properly so that the firm can produce a good profit in all the years. 
[bookmark: _Hlk104152082]Liquidity Ratio 
	Year
	Liquidity Ratio

	2019
	0.73:1

	2020 
	1.73:1


There is a benchmark for the liquidity ratio and if the business firms cannot maintain the liquidity ratio, then it will be tough for the business firms to settle the current liabilities and invest in the operational expenses. It is necessary to ensure that the current asset ratio for any hotel business must be close to 1.5:1. If the current asset ratio fluctuates more than the standard ratio then the firm faces difficulties in terms of settling the liabilities or investing in the operational expenses. In 2019, for (HLT) the current asset ratio is 0.73:1 and in 2020, it is 1.73:1. It can be seen that the ratio of current assets in 2019 is close to the standard one. On the other hand, in 2020 the ratio of current assets is not close to the standard one. Therefore, the current asset ratio will not support the business activities for (HLT) in 2020. The firm, in this case, needs to handle the current asset and also needs to focus on improving the current asset for the firm. 
[bookmark: _Hlk104152090]Gearing Ratio
	Year
	Gearing Ratio

	2019
	103.16%

	2020 
	108.87%


The benchmark for the gearing ratio has been set at 25%-50%. Here if the business firm can keep its gearing ratio between this benchmark, then the firm will be successful in terms of managing the assets and liabilities. Here in 2019, for (HLT) the gearing ratio is 103.16% and in 2020, the gearing ratio is 108.87%. From this scenario, it can be said that in both years the gearing ratio could not manage to remain too close to the benchmark. Therefore, it is necessary to maintain the assets and debts of the firm. Though in 2019 the gearing ratio is better than in 2020, it still could not manage to remain close to the benchmark. 
	Year
	Debt-to-equity ratio

	2019
	1.03

	2020 
	1.09


Again, the benchmark for the debt-to-equity ratio is 1-1.5. This means if any business firm can manage to keep dept to equity ratio between 1 to 1.5, it will be the best equity ratio for the firm and it will serve the firm in the best way. In 2019, for (HLT) the ratio was 1.03 and it was 1.09 for 2020. This means in both years the debt-equity ratio is suitable for the firm. Here if the business can keep these ratios in further years, the firm will be able to settle the debt easily. 
[bookmark: _Hlk104152954][bookmark: _Toc104559921]b) Outlining the importance of using ratio analysis.
In business organisations, ratio analysis is necessary for decision making. If the ratio analysis can be done properly, the decision making will be easy for the firm. Therefore, it is necessary to analyse the ratio properly. In the following ways, the ratio analysis is important-
Forecasting: The business firms need to decide the future events based on the current information. Here if the current information is analysed properly by the business firm, it becomes easy for the firms to take future decisions (Peterson and Fabozzi, 2017). Therefore, the forecasting of future events is highly dependent on the current situation of a firm. From analysing the data of previous years, the business firms forecast the future events for the firm. This means if the business firms can collect and analyse the financial information of the previous years, it becomes easy for the business firms to take future decisions based on the analysis. Further, the business firms can assume the tendency of different events of the firm. 
Measuring Operational Effectiveness: Whether the business firms are operating their business activities well or the business firms are not operating the activities well, it can be easily analysed from the ratio of the firm. Here if the ratios of the firm show that it is producing a positive ratio, then the firm will certainly produce good operational profitability for the firm (Gatti and Macchi, 2019). On the other hand, if the ratio analysis shows that the firm is producing a negative result for the operation, then it can be assumed that the firm is not doing well in terms of operating the business activities. And from the analysis, the firm can make decisions on whether to keep the same operational strategies or change the operational decisions. 
Easy to Make Decisions: The decision making of a firm is a difficult thing. Here the business firms cannot make the decision easier but if the business firms analyse the ratio by using the information from the previous information it becomes easy for the firm to take the decision. But if the business firms take other tactics to take the decisions, making the decision becomes tough. From analysing the ratio of the firm taking decisions is easy (Plane and Rogerson, 2018). Therefore, the business firms should go for the ratio analysis to take the business decisions. 
[bookmark: _Hlk104153577]Helps in Investing Decision: The investment decision is one of the vital decisions that business firms take. Here if the business firms cannot make a good investment decision, the business firms cannot ensure that the profitability will be ensured. Here the profitability of the business firms highly depends on the investment decision. Since selecting a good project to invest in ensures higher profitability, the investment decision is necessary to take care of. Here the business firms can take the investment decision by analysing the ratio of different years.  
[bookmark: _Hlk104153586]Helps in Financing Decision: To invest in different projects the business firms need to select the sources of finance. If the business firms cannot select the sources of finance, it becomes tough for the firm to invest in different projects (Finnigan, 2021). Here selecting different sources to finance the budget for the firm, the business needs to analyse these sources. Here to analyse the sources of financing, the business firms need to analyse the ratio of different financing sources. This means the ratio analysis can also support financing decision making. 
[bookmark: _Toc104559922][bookmark: _Hlk104153653]C) The limitation of ratio analysis and the essentials of understanding the fluctuations of ratio analysis 
[bookmark: _Toc104559923][bookmark: _Hlk104153696]Limitations of Ratio Analysis
Cannot Compare Different Business Industries: The ratio analysis can be used only for business organisations from similar industries. If the business organisations are from different industries, the ratio analysis cannot be an effective choice for the firms. 
Does Not Consider Market Situation: It is not possible that in all market situations the business firms will ensure the same profitability. Here the business firms may not produce the same sort of profit every year due to the changes in the market situation (Smith, 2020). But the ratio analysis does not consider the current situation of the marketplace. 
Does Not Consider Inflation: If the business firms produce the same profit in different years, it does not mean that the business firms are doing well. For such kinds of situations, the business firms need to calculate the inflation of the current marketplace of the business firms. 
Uses Historical Information: Since the ratio analysis is done based on historical information, calculating the market situation of the future events from the ratio analysis may not seem accurate all the time. 
Uses Financial Reports: The financial reports can contain information with several mistakes. Here the ratio analysis is done based on the financial reports which may contain errors and mistakes made by the management (Feist, 2019). Therefore, the ratio analysis can be also mistaken due to the error in the financial reports. 
Use of Different Accounting Policies: In accounting, the managers can use different policies to make the financial reports and therefore, the outcome of using these policies can be different for various firms. So, the different accounting policies can be a source of mistakes and errors for business organisations. 
[bookmark: _Toc104559924]Essentials of understanding the fluctuations of ratio analysis 
It is necessary to understand the fluctuations of ratio analysis for different purposes. If Hilton Worldwide Holdings can properly analyse the ratio of the firm, the firm can easily measure its profitability by measuring the gross profit ratio and by measuring the net profit ratio. Similarly, if the firm can properly understand the ratio analysis, then the firm can certainly know the liquidity situation of the firm (Solomon, 2017). This means whether the firm has a proper liquidation situation or the firm needs any sort of improvement can be easily known from the ratio analysis. Moreover, in terms of knowing the situation of debt management understanding the ratio analysis is necessary for the firm. Moreover, the trends of the financial situation over different years can be easily known from the ratio analysis. Here if the business firms can properly analyse the ratio, then the business firms can certainly measure the trends in the financial situation of the firm. 

[bookmark: _Toc101999047][bookmark: _Toc104559925]Conclusion 
The ratio analysis considers several factors within a business firm. If all the factors of the ratio analysis can be done well and the business firms can manage the benchmark for keeping the ratios, the profitability and the growth will be ensured by the firm. The business organisation in this case uses previous information for forecasting future events (Cleophas and Zwinderman, 2018). All the decisions for future events can be taken from the ratio analysis. This report has been made based on the financial information of Hilton Worldwide Holdings Inc. And it has been analysed whether the firm has ensured profitability or not. 
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