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[bookmark: _lc05po5owiuf]Executive Summary
Ratio analysis is a popularly used statistical tool that can assess a company’s profitability, efficiency and liquidity. It compares the key figures from the company’s income and balance sheet to determine the financial condition. This report will focus on a financial statement of Marriott International Inc. a company established in 1927 operating across 139 countries with its 8,000 assets. The business has seen a significant amount of increase in profitability and liquidity in one year between 2020 and 2021. The company has strengthened in its liquidity department by decreasing its debt and increasing asset management. They have improved their receivables manage and payable control which resulted in a better debt-equity ratio. Despite the limitations of the ratio analysis, it is a very useful tool in most applications. If used with considerations to the whole conditions of a company, it can help in taking vital decisions.










Introduction
Using ratio analysis, the profitability, efficiency, and liquidity of a company can easily be deduced from its income state and the balance sheet. This is a statistical method that is discussed heavily among economists. The purpose of this article is to look at the financial statements of Marriott International Inc., a hotel established in 1927, and analyze the ratios. This company operates currently in 139 countries spreading over 30 brands (Marriot, 2019). To assess the financial performance of the company, this report will provide insights into the ratio analysis of the years 2021 and 2020. The comments on the ratio analysis will be followed by a discussion on its benefits and limitations that the company’s analysts should keep in consideration. 
[bookmark: _xw7lfpy0oidj]

Financial Analysis Trends
[bookmark: _g8t1y9xb147x][bookmark: _ntsbpjkfydhe]The financial trend of Marriot International Inc. from its financial statements of 2021 and 2020 is shown and compared down below.
[bookmark: _87sapn2dri1][bookmark: _gbvb7qitucor][bookmark: _qm7nfu2ipgsx][bookmark: _pk2qz9u3pav4][bookmark: _731sehw246xi][bookmark: _nnk11jd5wmvg]Profitability
The profitability ratios from the financial statement of Marriott International in 2021 and 2020 are as follows.
1. Net Profit Margin
Net profit margin is measured as net income divided by total sales revenue. The net profit margin is another name for the net profit ratio it provides an insight into the profitability of a company (Brigham & Ehrhardt, 2020).
	Year
	2021
	2020

	Net Profit Margin Ratio = (Net Profit / Revenue)*100
	(1099/13857)*100
	(-267/10571)*100

	
	7.93
	-2.58


Figure 03: Net Margin (Source: Author)
As we can see from the table in Fig-01, the Net profit margin for Marriott International has increased in 2021 compared to 2020. After taking all the costs into account, the net profit margin of the company has increased significantly from -2.58 to 7.93.
[image: ]
Figure 04: Revenue, Net Income, Net Margin graphs on monthly basis  (Source: Author)
Again, if we look deep into the monthly trends, we’ll notice that in this tenure net profit margin was decreasing till Mar’21 and after hitting the bottle neck it started to rise again.



2. Gross Margin
Gross margin is the ration between gross profit and revenue. Gross margin is a profitability ratio that helps to determine whether or not one can from from the sales and revenue of a company. (Titmanet al, 2018)
	Year
	2021
	2020

	Gross Margin = (Gross Profit/Revenue)*100
	(2793/13857)×100
	(1192/10571)×100

	
	20.21
	13.80


Figure 05: Gross Margin
Figure 02 shows the Marriott International's increasing profitability in the year 2021. As the gross margin in 2021 is 20.21, going up from 13.28 of 2020, it is evidence that the company is making more profit after subtracting the production cost.
[image: ]
			Fig 06: Gross margin monthly trends
The graph shows how the company barely managed to keep its operation profitable until the start of 2021. After March, the company even surpassed its gross margin ratio from 2019.
3. Return on Equity
ROE indicates ratio between net income and total equity. Return on Equity means the amount of money a business is making compared to the investments of its shareholders. It is one of the factos that determines the profitability of a company. (Vaidya, 2019).
	Year
	2021
	2020

	ROE=(Net Income / Total Equity) * 100
	(1099/660.9)*100
	(-267/441.5)×100

	
	77.72
	-62.093


Figure 07: ROE Margin
The company was losing its equity value back in 2020. In 2021, it recovered well from that loss and multiplied the return on equity.
[image: ]
				Fig 08: ROE monthly trends 
From the graph, we can see that ROE was performing well till Sep’22. Then, it started to deplete till Dec’22 and started rising abruptly till Jun’22 and then continued to follow the set trend.
4. Return on Investment
The return of investment is a profitability measurement of a company in relation to the investment amount. (Vaidya, 2019).

	Year
	2021
	2020

	Ratio
	10.23
	-2.77


Figure 09: ROI Margin
In 2021, the return on investment was 10.23%, where in 2020, it was -2.77%, showing that the business is starting to cover the losses in endured in 2020.
[image: ]
Fig 10: ROI monthly trends 
Figure 09 shows that Marriott International's profitability has increased over time as measured by Return on Investment. In Figure 10, we can see that ROI deplets till Mar’21 than it started to rise again.


5. Operating Margin
Operational margin indicates operating profit and revenue ratio. The operating margin of a company removes non-operating costs and taxes from the equation and provides a more accurate picture of the company’s profitability to the investors and owners. (Berk & Demarzo, 2020)
	Year
	2021
	2020

	Operational Margin=(Operating Profit/Revenue)*100
	(1750/13857)*100
	(84/10571)*100

	
	12.62
	.79


Figure 05: Operating Margin
Figure 5 shows that Marriott International has a projection of increasing profit in 2021 compared to 2020.
[image: ]
				Fig 11: Operational Margin monthly trend
From the graph, we can see that operational margin was constantly decreasing till March’21 then it started to increase again almost on a constant basis. It’s because the business wasn’t making any profit. The operating margin is almost negligent after removing the non-operating costs.
6. Return On Assets
The term return on assets or ROA is a measurement of the company’s profitability. It is a financial ratio that shows how the company is profitable in comparison to the total asset of the said company (Brigham & Ehrhardt, 2020).
	Year
	2021
	2020

	Ratio
	4.3
	-1.1


	Fig 12: Return on assets
As the above table shows, the Marriott International Inc. saw improvements in its ROA sector. Going from a minus standpoint to a positive standpoint in one year is evidence to its proper asset management. The ratio currently stands at 4.3 in 2021.
[image: ]
				Fig 13: Return on Assets monthly trend
[bookmark: _993xqq87cqpl]From the graph, we can see that return on assets was constantly decreasing till Mar’21 and started to increase afterwards.
[bookmark: _p8xbrrekiv4u]

Liquidity
1. Current Ratio
Current ratio is basically the ratio between current assets and current liabilities. As one of the indicator of a company’s liquidity, the current ratio indicates whether or not the company has enough short-term assets to cover the short-term debts. (Valaskova et al., 2018)
	Year
	2021
	2020

	Current Ratio = (Current Assets / Current Liabilities)
	3626/6407
	2825/5752

	
	.57
	.49


Figure 14: Current Ratio

Figure 7 shows that Marriott International's has increased in which will allow it to pay its short-term debts.
Again if we see the trends by months in this period we’ll find this below:
[image: ]
			Fig 15: Inventory Turnover Ratio monthly trends
So, from this chart we see that from the month March’20 to July’20 this ratio was high indicating better liquidity and then between Dec’21 to July’21 ratio was low indicating higher liabilities than assets.


Gearing
1.     Debt to Equity Ratio
Debt to Equity ratio indicates total debt to total equity ratio over a certain period of time. A business’s debt to equity ratio measures the company’s ability to pay its long-term debt (Brigham and Houston, 2012).
	Year
	2021
	2020

	Total Debt / Total Equity
	(24139/1414)
	(24271/430)

	Ratio
	7.17
	24.13


	Figure 16: Debt/Equity Ratio
As we can see from figure 8, the Marriott International has seen a huge improvement in its debt payment area. With a significant reduction in debt to equity going from a 24.13 ratio in 2020 to a meagre 7.17 in 2021, the company is at a good standing.
[image: ]
			Fig 17: Debt to Equity Ratio monthly trends
Here from the monthly trends we can see that the ratio was lower from Jan’20 till Mar’20 indicating company had more debt than equity on this time. Then the ratio started to rise indicating less difference between debt and equity.


[bookmark: _w3h0675u6un]

Knowledge from Ratio Analysis
While ratio analysis is a vital tool to analyse the financial picture of a company it is not a perfect tool. It will help the company to be mindful of the fluctuations in ratio analysis over the monthly ratio calculations as it can impact the observation of how the company is changing over time.
It can show the minute changes in the company’s profile and help the analysts of the company to determine the changes needed for the company to turn in profit.
In the financial statements of Marriot International, we can see a trend of increase in all of the financial ratios we discussed early in the report. Marriot prioritizes their equity and they have the made decision to increase their equity funding from the previous year.
All of that resulted in an overall increase in its profitability, liquidity and efficacy of the company.
[bookmark: _9vi8tjxqr503]

Benefits and Limitations of Ratio Analysis
The significance of ratio analysis can be seen when compared the financial statements of large corporations such as the Marriott International. It can tell us how efficiently a company is running and it can also give us insights on what areas to improve upon to start making or increasing the profit margin.
It can also give us an understanding of the company’s asset control and debt management ability. You can map the liquidity and the solvency of a company and present it to the shareholders as well as the potential investors.
However, there are limits to ratio analysis. While it doesn’t take away the need to analyse the financial ratios, it is essential to keep some reservations in place.
The hotel industry is a highly competitive market. The success of a hotel depends heavily on the economic, social, cultural and environmental factors as they influence the current business trends as well.
Ratio analysis can help us get a quick insight into the company’s current condition and a future projected report as well. However, the ratio analysis also comes with a few limitations that needs to be considered before making decisions based on the model.
Analyzing the ratios of company’s financial statements needs a lot of background knowledge of the company and the economy as a whole. The factors in the economy, society and the variations of the country the company is located in has an impact on the ratio analysis and the decisions to be taken from the result (Valaskova et Al., 2018).
This means that the ratio analysis cannot be taken as an absolute measure of the company’s condition as well as the company’s future prospects. It cannot give you the accurate picture that you can follow blindly. Following inaccurate measurements and taking decisions can lead to false conclusions and result in a loss of the company.
The analysts of the company would do very well to take the difference styles of bookkeeping into account. Different entities approach their bookkeeping differently so it is far from the ideal scenario to draw a parallel comparison between them and analyze from there. It takes a lot of knowledge behind the bookkeeping approach of each entity to come to an accurate conclusion.
[bookmark: _j52rmwer5nks]

Conclusion
As it is evident from the company’s recent reports, it has seen an increase in profit in the year 2021 compared to the year of 2020. The statistics show a rise in profitability, liquidity and the gearing of the company. With increased current and Investment turnover ratios, the company is set well to cover its short-term debts. And with increased debt and debt to equity ratios, the company is in a good place to take care of its long-term debts with enough to long-term assets. It is evident that the management at the Marriot International Inc. has seen an improvement in the sections of asset management, asset utilizations, recievables management and payables management. The short-term debt has been taken care of and the company is well poised to take care of the long-term commitments as well. With the profits coming, the company has enough internal funding and with good projected reports, there will be sufficient new and external funding. It is clear that with proper ratio analysis, Marriott International Inc. will see great results in the future as well.
[bookmark: _wztbh7pfvkqe]
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