






Financial Management for the Hotel Industry
Assignment 2: Marriott International


Table of Contents
Introduction	3
a) Ratio analysis of Marriott International	4
b) Limitations of ratio analysis and its importance for hotel management	8
Limitations	8
Importance for hotel management	8
c) Understanding ratios and their importance for decision making	10
Conclusion	12
References	13



[bookmark: _Toc121238813]Introduction 
The presentation of financial statements is more convincing to stakeholders. In order to conduct an analysis of the statements, accounting ratios, peer reviews, year-over-year comparisons, and inter-departmental interpretation will all be utilised (Firouzjah, 2018). Most approaches use proportion assessment. I am a senior manager at Marriott International, and one of my responsibilities is assisting the administration with the calculation of accounting ratios. Marriott International is a hospitality corporation having operates in the United Kingdom that is located in the United States. The daily operations of the organisation have become more difficult. Therefore, the investigation takes into account how successfully it managed its finances, both effectively and efficiently.
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Analysing the value of money can be done in several different ways. The comparison of financial data is accomplished by fiscal account analysis employing proportional assessment. Metrics are proportionate linkages between the various components of an accounting system, with each percentage being a fraction of the others (Brealey, Myers and Marcus, 2019). Liquidity, viability, engagement proportions, gearing metrics, and leverage ratio are the variables that are being discussed here. Accessibility metrics provide insight into a company's capacity to make timely payments on its short-term obligations. Measures of a company's solvency indicate the organization's capacity to meet its long-term obligations (Higgins and Cornwell, 2016). The productivity percentages of a corporation are an indication of the operational efficiency of the company. Measures of gearing can be used to determine a company's leverage as well as its ability to service debt. The revenue percentages for selling, assets, capital and other categories are displayed by the productivity measurements.
Analytical work performed by Marriott International, including the calculation of ratios, the identification of trends, and the formulation of conclusions.
	
	2021
	2020
	Trend

	Profitability Ratios

	Gross profit margin
	20.2136%
	13.8019%
	6.41%

	Net profit margin
	7.931%
	-2.5258%
	5.4052%

	Return on Investment
	10.2261%
	-2.7717%
	7.4544%

	Operating Margin 
	12.629%
	0.7946%
	11.83%

	Asset turnover 
	0.5423
	0.428
	0.1143

	Liquidity ratios

	Current ratio
	0.5659
	0.4911
	0.074

	Debtor Day
	52.2068
	61.0463
	-8.8

	Gearing Ratios

	Debt to equity Ratio
	7.1697
	24.1302
	-16.96

	Debt / Capital Ratio
	0.8684
	0.9554
	-0.0870




Profitability Ratio
The ratio of a company's earnings to its expenses is what profitability ratios measure. The profitability ratios are on the rise, which is a sign of improving financial health (Kalkavan and Ersin, 2019). Compare the profitability ratio of one company to that of a comparable company in order to assess the competitiveness of a certain business. Based on the findings of the investigation, it is clear that the performance of the company in 2021, in terms of its capacity to turn a profit, has improved. The company's profitability statistics are all pointing in the right direction, indicating that the company is doing well. For instance, the gross profit margin has improved by 6.41%, the net profit margin has increased by 5.4%, the return on investment has increased by 7.45%, and the operating margin has increased by 11.83% (Macrotrends, 2022). This is excellent news for the company because it clearly demonstrates that the company's capacity to make a profit has significantly increased.

Source: (Macrotrends, 2022)
The growing yield on assets provided evidence that the company's total income margins as well as its original investment yield were satisfactory. Due to the expanding nature of Marriott International, it is possible that in 2021 the company may spend less on operations and finance. It is an indication of good workplace property and operating resource management if there is a high property turnover rate and a volatile cash flow. The increase in revenue is generally quite slight. The decrease in operational expenditures contributed to the decline in revenue.

Liquidity Ratio 
The liquidity ratio of a corporation illustrates how easily it can meet its obligations using the assets it now possesses Khemakhem and Boujelbene, 2018). A company that is having financial difficulties may decide to liquidate some of its assets to pay off some of its obligations. The company's capacity to fulfil its existing commitments has not significantly improved during the past few years. The current ratio of the company has only increased by 0.074, but the ability to recover money from creditors has increased by 8.8 days, which is detrimental to the company's financial health. 

Source: (Macrotrends, 2022)
The ratio of total assets to present liabilities falls as a result of the small improvement in liquidity. When the term for collecting from creditors is shorter, the amount of money collected from creditors increases, and when the term for collecting from debtors is longer, the amount collected from debtors increases (Nikbakht and Groppelli, 2018). The amount of money collected and returned by Marriott International is satisfactory. On the other hand, inefficiencies in cash management are getting worse. The administration of long-term receivables and payments works out well.
Gearing Ratio 
The ability of a corporation to pay its debts is measured using coverage ratios. When trying to forecast the company's future financial state, analysts might make use of coverage ratios derived from several different reporting periods. A greater coverage ratio makes it easier for a corporation to meet its obligations. There was a reduction of 16.96% in the hotel's debt-to-equity ratio, while there was a reduction of 0.087% in the hotel's debt-to-capital ratio. This is not good news for the company in any way.

Source: (Macrotrends, 2022)
The increasing level of debt at Marriott International is a direct result of the debt-intensive approach employed by the financial administration department. It seems to indicate that the corporation would borrow money in 2020 rather than in 2019. The payment coverage ratios of Marriott International improved dramatically in 2020, serving as evidence of the company's effective management of its debt and the money it generated from loan payments.
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[bookmark: _Toc121238816]Limitations 
The descriptive nature of accounting ratios places constraints on statistical analysis. Nevertheless, the outcome of the proportion may be affected by significant quantitative parameters. If the majority of a company's assets are dated, having a high current proportion might not suggest that the company is in good condition (Northington, 2011). Other accounting ratio constraints include firm seasonality, front-dressed behaviour, market valuations of items and properties, and more. The accounting ratios are constrained by the income report.
Financial comprehension is constrained as a result of the violation of accounting norms and ethical standards. As a result, the generation of reports is restricted. Therefore, limits imposed by accounting affect bookkeeping ratios (Tumataroa and O'Hare, 2019). Accounting standards include a variety of plans and strategies, such as an amortisation plan and a stock measurement strategy. Procedures inside organisations might vary greatly, making it challenging or even impossible to compare and assess them. Economic insight is developed through the accumulation of prior information. As a result, proportions were consistent with historical norms. The evaluation of proportions is not reliable from a perspective standpoint.
[bookmark: _Toc121238817]Importance for hotel management
Financial statements for hospitality businesses demand an understanding of profitability statements and the variance in those figures. This section examines several financial data and measures of profitability, including the following:
Organizing and prioritising tasks: The financial results of hospitality administration are improving. Marriott International assists businesses in developing strategic strategies for their operations and economies. The present state of the economy enables statistical projections of future price accounting, cash requirements, and the likelihood of bankruptcy. Marriott International needs liquidity ratios for all financial data (Liu, Liu and Chen, 2017).
Financial stability in the long term: The knowledge of long-term responsibilities and the impact they have is increased through the use of an income report. If Marriott International can meet its long-term commitments on time, the hospitality management company will have a stronger lending capacity and be in a better position financially (Nikbakht and Groppelli, 2018). Accounting professionals and shareholders can evaluate the hospitality company's potential for long-term profitability by becoming familiar with ratios and making quantitative statements.
Viability determination: Viability is determined by Marriott International's financial accounts, which quantify profitability (Brealey, Myers and Marcus, 2019). The ability of a corporation to generate money can be determined by analysing several different characteristics that indicate income. The ability of the corporation to make pay-outs and repay its debt can be inferred from its profits per share and its debt coverage ratio. Therefore, the weighting of percentages is important.
Efficient business operations: The annual accounts need to be evaluated, in particular by proportion, to provide an accurate picture of the company's efficient business operations and the number of commodities it uses. The operational percentage is the proportion of available working capital. Comparative evaluation is essential.
Cost management: The diverse price structures and spending types can be clarified by comparing ratios from a variety of hospitality organisations and periods. The concealed arrangement price is compared to other prices and evaluated proportionally in this financial report. Therefore, if the data on profitability ratios are used in decision-making, it is simple to regulate and manage expenses and expenditures that are comparable (Nindito, 2018).
Liquidity: The state of a hotel's finances determines whether or not it can meet its short-term obligations. If a company's liquid assets are more than its accessible liabilities, the company's financial situation is healthy. In addition, if there were fewer available sources of finance, it would be more difficult to meet one's immediate financial responsibilities. The share in a hotel administration company can be determined using metrics of solvency. 
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An organization's financial health and performance can be revealed through the utilisation of financial ratio analysis. Stakeholders include owners, consumers, managers, suppliers, vendors, lenders, regulators, and competitors (Shelton, Smith and Panisch, 2019). This is accomplished through the analysis of financial statements.
Over the years, financial ratios have proven to be an invaluable tool for researching the profitability, solvency, and efficiency of businesses. The examination of financial statements over several years reveals patterns of organisational behaviour (FYs) (Brealey, Myers and Marcus, 2019). Understanding an organization's growth and performance trends is significantly aided by having this information. Trend analysis cannot be performed with data from a single financial year. Ratio analysis is a useful tool for evaluating a company's performance in comparison to that of its competitors in the industry, locating areas where improvement is needed, and determining the competitive advantages, strengths, weaknesses, opportunities, and threats of a company With this information, decision-makers at the company can strengthen the company's standing in the industry (Velez-Pareja, 2019). The efficiency with which an organisation uses its assets and liabilities, as well as whether or not its financial resources are being overused or underutilised, can be uncovered through ratio analysis. The decision-making process for managers is aided by multiple ratio categories. To begin, liquidity quotients such as current, quick, and cash ratios determine an organization's ability to meet current liabilities with current assets. These ratios are used to gauge an organization's liquidity.
These ratios illustrate how difficult it is for an entity to repay its debt. These quotients are utilised by lenders, bankers, and creditors to determine the financial viability of a company. Second, solvency ratios demonstrate that the company can meet its long-term financial responsibilities and that it has more assets than liabilities at the moment (Velez-Pareja, 2012). The debt-to-equity ratio and the debt-to-asset ratio both reflect whether or not a company is a solvent. The third category is comprised of various ratios that demonstrate an organization's potential to generate profits in comparison to its operating expenses.
How does financial ratio analysis adapt to new circumstances? The trend seen today is predictive, whereas the importance of the figures seen in the past is decreasing. Predictive forecasting models are currently being utilised to assist in the processes of capital budgeting, funding decisions, and operational decisions (Northington, 2011). When people, the planet, and long-term sustainability are prioritised in business, the outlook is unpredictable and volatile. The coronavirus has made this condition very worse. As a result, the relevance of non-financial information that is not included in financial statements is expanding; yet, this information is not reflected in the current ratios that are utilised in financial analysis. The proliferation of international transactions, mergers and acquisitions, migration, and the sharing of technological know-how as a result of globalisation has contributed to the growing complexity of financial statements (Nikbakht and Groppelli, 2018). In the right hand, financial ratio analysis may be a highly effective analytical tool for the decision-making process within a firm. Intelligent managers of businesses can get benefit from the limitations they face.
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The financial results of Marriott International highlight areas that require upkeep and further development. The costs and expenditures related to operations should be monitored and regulated, but spending on non-operational and financial activities should not be prioritised just because they bring in more revenue. Excellent payables/receivables handling. The act of kindness can be capitalised on by providing the customer with a high level of service. Revenue needs to go up while simultaneously decreasing costs and improving the item marketing strategy. As the quantity of available funds drops, debt servicing and leverage must become higher priorities in order to bring the available resource back up to par with the obligations. Keeping the flow of financial resources going demands efficiency.
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Profitability Ratios 

Gross profit margin	2021	2020	Trend	0.20213600000000001	0.138019	6.4100000000000004E-2	Net profit margin	2021	2020	Trend	7.9310000000000005E-2	-2.5257999999999999E-2	5.4052000000000003E-2	Return on Investment	2021	2020	Trend	0.102261	-2.7716999999999999E-2	7.4543999999999999E-2	



Liquidity ratios 

Current ratio	
2021	2020	Trend	0.56589999999999996	0.49109999999999998	7.3999999999999996E-2	Debtor Day	
2021	2020	Trend	52.206800000000001	61.046300000000002	-8.8000000000000007	


Gearing Ratios 

Debt to equity Ratio	2021	2020	Trend	7.1696999999999997	24.130199999999999	-16.96	Debt / Capital Ratio	2021	2020	Trend	0.86839999999999995	0.95540000000000003	-8.6999999999999994E-2	
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