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Executive Summary
This study has been made to outline the financial statement analysis of Marriott International. To complete this study, a financial ratio analysis has been prepared on Marriott based on the data provided for 2020 and 2021. 
A short description of the study starts the assessment followed by a financial ratio comparison and a trend analysis for Marriott. The key financial ratios are analyzed here as part of the report. Marriott suffers critically for liquidity and leverage ratios but there are positive vibes in the case of profitability and efficiency ratios. Most of the metrics have improved substantially during the year 2021 compared to 2020. Market value ratios impart a satisfactory and balanced position in the market attractiveness since Marriott holds a large market share. 
Later, the necessity of financial ratio analysis and its negligible disadvantages are highlighted. Some suggestions with potential efficiency to revive the market leadership conclude the review. 
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[bookmark: _Toc119892551]Introduction
Ratio analysis is an approach to evaluate and determine the attractiveness and financial strength of a company. It uses the values reported in the financial statements of the company to find out the business trend and its growth (‌ Drake and Fabozzi, 2012). It applies in two ways- time series analysis and peer-to-peer analysis. This analysis has been focused on one of the major giants in the hotel industry, Marriott International. For this, it covered financial statements data for 2021 and 2020 to assess Marriott’s financial health. 

[bookmark: _Toc119892552]Financial Ratio Performance
Financial ratio analysis is a quantitative approach to gaining meaningful insight into an organization’s financial strength regarding its growth, profit margin, liquidity position, and functional efficiency based on the analysis of reported financial statements (Welc, 2022). This approach is involved comparing two or more numerical values obtained from a company’s financial statements- comprehensive income statements, cash flow statements, etc. to evaluate the attractiveness and marketability of the company. 
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Figure 1: Key financial Ratios; (Source: Datarails, 2022)
There are basically five important ratio families based on which financial ratio analysis is used to assess a business entity (Babalola and Abiola, 2013). A comprehensive financial ratio and trend analysis has been illustrated based on the financial ratio calculation provided.

[bookmark: _Toc119892553]Liquidity Ratios
Liquidity ratios are a set of financial indicators useful in determining a firm’s capability to repay its short-term debt obligations with the current assets including cash it holds as regular (Saleem and Rehman, 2011). The higher the value is, the more capable the firm is of paying debts. Liquidity ratios evaluate the short-term leverage of a firm through the help of a class of numerical metrics some of which are assessed concerning Marriott International.
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Figure 2: Liquidity Ratios; (Source: Macrotrends, 2022)
Current Ratio: It measures the ability of a company to meet its current obligation with the use of its current assets including cash, inventory, receivables, advances, etc. (Nuryani and Sunarsi, 2020). It is observed that the current ratio of Marriott has increased to 0.57 in 2021 from 0.49 in 2020. It claims a 15% increase in the current ratio but it is still lower than the standard value of 2. So, it must be checked out and reorganized in the current applications.
Acid Test or Quick Ratio: Acid test examines the capacity of a firm of repaying its current due payments with its liquid assets convertible to instant cash (Chowdhury, 2018). The quick ratio of Marriott has also increased alike the current ratio with 15% growth but it is still below the industry average. So, there needs proper supervision.
Working Capital (WC) Ratio: It calculates the availability of the firm’s capacity of generating cash after paying its current obligation. WC ratio is negative for Marriott but it recovered a large portion in 2021 securing a value of -0.77 from -1.04 in 2020.
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Figure 3: Liquidity Ratios Chart; (Source: Macrotrends, 2022)
The liquidity ratio analysis of Marriott suggests that the short-term leverage of Marriott is very high and it was extreme in 2020 due to covid-19 and substantial change in 2021 indicating a trend of recovery in upcoming years.

[bookmark: _Toc119892554]Leverage Ratios
It is a set of financial metrics that determine the degree of debt burden on the assets and equity of a business. Larger leverage ratios indicate a very weak and volatile financial position whereas lower values suggest a balanced corporation (Barth and Miller, 2018). Marriott incurred its leverage ratios as discussed below. 
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[bookmark: _Hlk119889953]Figure 4: Leverage Ratios; (Source: Macrotrends, 2022)
Debt Ratio: It is an approach to check the long-term solvency of a firm in terms of the amount of assets acquired through long-term debt securities (Barth and Miller, 2018). It is easily noticeable that the debt ratio of Marriott has slightly decreased from 2020 to 2021 amounting to a 4% decrease but still below the average. So, a supplementary check is needed to manage long-term debt capital.
Debt/Equity Ratio: It ascertains the relative amount of debt capital and financial liability to the total shareholders’ equity (Nuryani and Sunarsi, 2020). Marriott has incurred a lower debt/equity ratio in 2021 compared to the previous year and resulted in higher than average yet.
Time Interest Earned (TIE) Ratio: It refers to the capacity of a company to cover and pay its periodic obligations incurred from long-term debts on the basis of its current earnings. From the chart given above, it is clear that Marriott has earned more than the previous year to meet its interest obligations. It scored about to 2000% increase in 2021 for interest coverage ability.
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Figure 5: Leverage Ratios Chart; (Source: Macrotrends, 2022)
Marriot is a highly leveraged hospitality firm that will make it impossible to serve its business functions with the current level of cash flows. However, it is much appreciated that Marriott has earned in 2021 so much that it is capable of paying its interest payables more than three times a year. 
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Efficiency ratios are generally employed as a tool to evaluate the functional efficiency and effectiveness of a business firm as to how the firm is utilizing its assets and managing liabilities to perform daily activities (Olesen, Petersen, and Podinovski, 2015.). Marriott is one of the best hotel companies that are capable enough to efficiently utilize their assets and well manage the liabilities incurred. 
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Figure 6: Efficiency Ratios; (Source: Macrotrends, 2022)
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Figure 7: Efficiency Ratios Chart; (Source: Macrotrends, 2022)
Receivables Turnover: It is a measure to calculate how a firm is strong in recovering receivables during the period. Marriott is capable of recovering its receivables about seven times a year which was six times last year. It is a good sign for Marriott in case of a growing number of receivables turnover. 
Days in Receivables: This quantitative measure indicates how long it requires in recovering receivables. Marriott took huge time to convert its receivables into cash in 2020 but it decreases in 2021 by nine days gearing the activity. 
Asset Turnover: The asset turnover ratio assesses the efficiency of generating income through the use of assets of a firm (Patin, Rahman, and Mustafa, 2020). It is good enough for Marriott to make a turnover of its assets more than 0.50 times which increases by 27% more than the previous year. 
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It is a class of financial metrics that are useful to analyze the capacity of a firm to generate income from its daily activities after meeting up all its expenses associated with the process of earnings (Husain and Sunardi, 2020). Higher profitability ratios are more advantageous to companies because it provides a positive signal to analysts and potential investors.
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Figure 8: Profitability Ratios; (Source: Macrotrends, 2022)
Gross Margin: It measures how much a firm is capable of generating income after deducting direct product costs. Marriott earned about 21% in 2021 which was lower in 2020. 
Operating Margin: It calculates the ability to produce income of a company from its all direct and indirect product costs. For Marriott, it is much lower than average but it increases substantially relative to the previous year.
Net Profit Margin: This quantitative value measures how much a firm can earn against all kinds of costs during a period (Husain and Sunardi, 2020). Marriott incurred a negative net margin in 2020 but had been able to recover in 2021 with a satisfactory margin. 
Return on Equity (ROE): The ability of a company to earn utilizing its capital provided by the shareholders. Alike net margin it was negative in 2020 but exceeds the industrial average in 2021.
Return on Assets (ROA): How much a firm is efficient in generating income using all its assets- tangible and intangible. Marriott had been able to generate an average return in 2021 like industry rivals which was much negligible last year.  
Return on Investment (ROI): Marriott earned more than average in terms of earnings against the total fund invested to accomplish the business function accordingly. It was negative in 2020 but climbed to 10.23 the next year. 
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Figure 9:  Profitability Ratios Chart; (Source: Macrotrends, 2022)
The above graph and table are sufficient enough to reveal that Marriott is running well attractively with growing profitability indicators. 
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It is a family of valuation metrics that are used to determine the market attractiveness of a business in terms of the share price relative to other companies (Sihotang and Munir, 2021). Higher market ratios make the company lucrative to the shareholders thus capturing a large market share.
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Figure 10: Market Ratios; (Source: Macrotrends, 2022)
Earnings per Share (EPS): Marriott currently earned 3.34 dollars per share where it incurred a loss for shareholders in the previous year. 
Price-Earnings Ratio: It is a relative measure to evaluate the share price against earnings per share. Marriott has an excellent indicator in terms of the PE ratio in 2021 which also crosses the industry average.
Book value per Share: Marriott reported a high book value per share in its financial statements which increases to 4.33 from 1.33 indicating a higher equity value for the shareholders.
Price/Book Ratio: It is a relative measure used by investors and analysts to determine the market attractiveness of share price against its recorded value. Marriott has a high P/B ratio which may be a negative signal but it reduced substantially.
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Figure 11: Market Ratios Chart; (Source: Macrotrends, 2022)
Analyzing the market ratios of Marriott, though some of them need to be monitored, it can be drawn that the market attractiveness of the company is in an equilibrium situation. 


[bookmark: _Toc119892558]Benefits of Financial Ratio Analysis
The financial ratio analysis is a quantitative tool to assess the financial strength and behavior of a business enterprise from multiple perspectives based on the data enclosed in the reported financial statements. To make it clear, ratio analysis provides a thorough analysis of the financial information with meaningful comparisons and percentages between values enclosed in the statements. As a hotel industry player, Marriott needs to take advantage of financial ratio analysis as follows (Kumbirai and Webb, 2010); 
· Assist in Planning: Ratio analysis is useful in forecasting and decision-making functions by providing a comprehensive trend analysis. For instance, Marriott has the plan to slash its debt by options. 
· Budget Composition: It helps finance managers in estimating budgets for each area of performance based on previous trends. 
· Efficiency of Financial management: Liquidity ratios and leverage ratios provide necessary indications of whether it should increase its debt burden or not analyzing the current position. Higher debt and lower liquidity ratios infer that Marriott has to take initiatives against debt management.
· Comparison among rivals: Through the use of peer-to-peer analysis of ratios among the competitor firm, it can be known the position of the firm in the market. 
· Control over Costing: It provides insight to the management on whether to reduce cost by analyzing the profitability ratios. i.e., Marriott incurred a negative net margin in 2020 which is overcome by cost reduction in 2021 having a positive margin.
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Similar to other financial analysis mechanisms, ratio analysis is also subject to some limitations (Faello, 2015). These are:
· It does not consider the size and nature of the business which may affect the analysis.
· It considers historical data which cannot be guaranteed to repeat.
· It does not take into account the practice of uniform accounting policies
· It fails to show inflation effects in the values which may incur the wrong direction.
· It cannot incorporate any operational change i.e., Online conversion of operations by Marriott during covid-19
· It fails to detect any misrepresentation or material mistake in financial statements. 
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As a competitive player in the hotel industry, Marriott International needs to review and evaluate its overall performance including managerial and financial performances. Financial ratio analysis is a sophisticated and scientific tool to assess the current financial performance and future aspects of a business (Chowdhury, 2018). So, this ratio analysis will help Marriott and its management to perform a financial review and to determine any changes needed. 
The importance of ratio analysis can be described below:
· Establishment of good relationships with stakeholders through fair financial insights.
· Planning, budgeting, and strategies for the future
· Review of management performance through efficiency and solvency ratios
· Assessment of business trends and continuous financial updates
· Identification of business risk i.e., liquidity risk, solvency risk, etc.


[bookmark: _Toc119892561]Conclusion
A thorough financial analysis has been made in this study on Marriot International based on the data provided. In addition, the significance of financial ratio analysis as well as its benefits and demerits have been illustrated. Based on the ratio analysis, it is found that Marriott is struggling with both short-term and long-term leverage. It has been observed that most of the profitability and efficiency ratios were negative in 2019 which has significantly recovered in 2021 with high and positive change. Market value ratios indicate the growth in its market appearance and investor responsiveness. However, the recent covid-19 pandemic was also a cause of a downfall in business performance. A conscious review and management of debt obligations are suggested for a swift improvement in the performance of Marriott (Gordy and Willemann, 2012). 
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