[image: ]
Master of Business Administration (MBA)
Module Title: Financial Management
Module Code: LCMB7002

Assessment Title: Financial Performance, Working Capital Management and Strategic Investment Appraisal of Marriott International: A CFO Perspective (2021–2025)

Student Name: Vruta Gundraniya
Student ID: 2539615

Lecturer Name: Md Kalam
Submission Date: 13th august 2026
Word Count: 5290 Words





Table of Contents
1. Introduction	5
2. Financial Health Check	6
2.1 Five-Year Financial Performance	6
2.2 Profitability Analysis	8
2.3 Liquidity Analysis	9
2.4 Efficiency Analysis	10
2.5 Gearing and Solvency Analysis	10
2.6 Cash-Flow and Shareholder Indicators	11
2.8 Overall Financial Strengths and Threats	11
3. Working Capital Management Analysis	11
3.1 Working Capital Position	11
3.2 Cash and Receivables Management	12
3.3 Cash Operating Cycle	13
3.4 Working Capital Reforms	13
3.5 Short-Term versus Long-Term Financing	14
3.6 Overall Recommendation	15
4. Strategic Financial Restructuring Plan	15
4.1 Core Financial Problems Requiring Restructuring	15
4.2 Evaluation of Restructuring Options	15
4.3 Impact on Shareholder Value	17
4.4 Debt Structure and Financial Flexibility	17
4.6 Ethical and ESG Considerations	18
4.7 Recommended Restructuring Strategy	18
5. Investment Appraisal and Capital Budgeting	19
5.1 Proposed Investment Projects	19
5.2 Payback Period (PBP)	20
5.3 Accounting Rate of Return (ARR)	20
5.4 Net Present Value (NPV)	21
5.5 Profitability Index (PI)	22
5.6 Internal Rate of Return (IRR)	23
5.7 Overall Investment Appraisal Comparison	23
5.8 Project Recommendation	24
5.9 Capital Rationing	24
5.10 Overall Investment Decision	25
6. Conclusion	26
7. References	27


Tables in the report
Table 1: Marriott Working Capital Indicators, 2021–2025	11
Table 2: Financing Options for Marriott	14
Table 3: Strategic Financial Restructuring Options for Marriott	18
Table 4: Proposed Investment Projects	19
Table 5: Payback Period	20
Table 6: ARR Comparison	21
Table 7: Overall Investment Appraisal Results	23
Table 8: Capital Rationing Analysis	25

Table of figures
Figure 1: Marriott Revenue, Operating Income and Net Income, 2021–2025	7
Figure 2: Marriott Operating Cash Flow	8
Figure 3: Marriott Liquidity Ratios	9
Figure 4: Marriott Leverage and Interest Coverage	10
Figure 5: Marriott Current Assets and Current Liabilities	12
Figure 6: NPV Comparison of Projects A, B and C	22







[bookmark: _Toc237412861]1. Introduction
Marriott International is a leading global hospitality corporation selected for this financial performance and management assessment (Marriott, 2026). This report evaluates Marriott’s financial position and management performance over the five-year period from 2021 to 2025, using evidence from its financial statements, including the income statement, balance sheet and cash-flow statement. The analysis adopts a CFO perspective to identify key financial strengths, weaknesses and emerging risks affecting the company’s financial sustainability. Particular attention is given to profitability, liquidity, efficiency, gearing, investment performance and cash generation through comprehensive ratio analysis. The report further examines Marriott’s working capital management and evaluates appropriate short- and long-term financing alternatives. A strategic financial restructuring plan is developed to address identified financial pressures while considering shareholder value, international financial risks and ethical responsibilities. Finally, three proposed investment projects are assessed using PBP, ARR, NPV, PI and IRR, followed by capital-rationing analysis under the £100 million investment constraint. 
[image: Kitty T. - Cluster Director of Revenue Strategy at Marriott International |  LinkedIn]
[bookmark: _Toc237412862]2. Financial Health Check
[bookmark: _Toc237412863]2.1 Five-Year Financial Performance
Marriott International’s financial performance between 2021 and 2025 demonstrates a substantial recovery in operating scale, although this improvement has been accompanied by increasing financial leverage and continuing liquidity pressure. Total revenue increased from $13.857 billion in 2021 to $26.186 billion in 2025, representing an increase of approximately 89% (Marriott, 2026a). Revenue growth was particularly strong between 2021 and 2022, when revenue increased from $13.857 billion to $20.773 billion, before continuing to rise to $23.713 billion in 2023, $25.100 billion in 2024 and $26.186 billion in 2025. This indicates sustained expansion in Marriott’s revenue-generating capacity rather than a temporary one-year improvement.
Operating income also strengthened considerably, increasing from $1.750 billion in 2021 to $4.141 billion in 2025. However, the trend was not completely linear. Operating income increased to $3.462 billion in 2022 and $3.864 billion in 2023, declined slightly to $3.767 billion in 2024 and then recovered to $4.141 billion in 2025 (Marriott, 2025). The 2025 improvement is particularly important because it occurred alongside further revenue growth, suggesting that Marriott maintained strong operating profitability despite increased financial pressures.
Net income followed a similar but more volatile pattern. It increased from $1.099 billion in 2021 to $2.358 billion in 2022 and $3.083 billion in 2023, before falling to $2.375 billion in 2024. Net income recovered to $2.601 billion in 2025, but remained below the 2023 peak. This suggests that revenue growth has translated into substantial profits, although profitability has been affected by factors below operating income, including increasing interest expense and taxation.

[bookmark: _Toc237412690]Figure 1: Marriott Revenue, Operating Income and Net Income, 2021–2025
The balance-sheet position provides a more concerning picture. Total assets increased from $25.553 billion in 2021 to $27.540 billion in 2025, while total liabilities increased much more significantly, from $24.139 billion to $31.311 billion. Consequently, Marriott moved from positive equity of $1.414 billion in 2021 to an equity deficit of $3.771 billion in 2025. This represents a significant deterioration in the company's reported capital position. The change is particularly important from a CFO perspective because strong profitability alone does not necessarily indicate a strong balance sheet.
Total debt increased from $10.138 billion in 2021 to $16.204 billion in 2025, an increase of approximately 60%. Long-term debt accounted for much of this increase, rising from $9.333 billion to $14.995 billion. This increasing debt burden creates additional financial obligations and reduces financial flexibility. Furthermore, interest expense increased from $420 million in 2021 to $809 million in 2025, almost doubling over the period. Therefore, Marriott's revenue and operating performance have improved, but the company has simultaneously become more highly leveraged.
Operating cash flow provides an important counterbalance to these concerns. Cash flow from operating activities increased from $1.177 billion in 2021 to $3.212 billion in 2025, although it fluctuated during the period. It reached $3.170 billion in 2023, declined to $2.749 billion in 2024 and recovered to $3.212 billion in 2025 (Marriott, 2024). This indicates that Marriott has maintained a strong capacity to generate cash from its core operations.
For this analysis, free cash flow can be calculated as operating cash flow less capital and technology expenditure. On this basis, estimated free cash flow was approximately $994 million in 2021, $2.031 billion in 2022, $2.718 billion in 2023, $1.999 billion in 2024 and $2.608 billion in 2025. The recovery in 2025 is encouraging because it suggests that Marriott retained substantial internally generated cash after investment expenditure.

[bookmark: _Toc237412691]Figure 2: Marriott Operating Cash Flow
[bookmark: _Toc237412864]2.2 Profitability Analysis
Marriott’s profitability ratios demonstrate significant improvement compared with 2021, although profitability weakened after the 2023 peak. Net profit margin increased from 7.93% in 2021 to 13.00% in 2023, before declining to 9.46% in 2024 and recovering slightly to 9.93% in 2025. The 2025 figure therefore represents an improvement from 2024 but remains below the 2023 high. The operating profit margin increased from 12.63% in 2021 to 16.67% in 2022 (Marriott, 2023). It subsequently remained relatively strong, reaching 16.29% in 2023, falling to 15.01% in 2024 and recovering to 15.81% in 2025. This indicates that Marriott has maintained a strong operating margin despite fluctuations in net profitability.
ROA improved substantially from 4.30% in 2021 to 12.01% in 2023, before declining to 9.07% in 2024 and recovering to 9.44% in 2025. The trend suggests that Marriott became more effective at generating profit from its asset base during the recovery period. This is the third normal graph you already made. Use Net Profit Margin, Operating Profit Margin and ROA. I recommend not including ROE in the graph because Marriott's equity became negative from 2023, making conventional ROE interpretation highly distorted.
The ROE figures of 77.72% in 2021 and 415.14% in 2022, followed by negative figures from 2023 onwards, should therefore be interpreted cautiously. The negative ROE does not simply mean that Marriott generated negative shareholder performance; rather, it reflects the company's negative equity position.
[bookmark: _Toc237412865]2.3 Liquidity Analysis
Marriott's liquidity position represents one of its principal financial weaknesses. The current ratio declined from 0.57 in 2021 to approximately 0.40 in 2024 and 2025. Similarly, the quick ratio declined from 0.53 to approximately 0.40, while the cash ratio fell sharply from 0.22 in 2021 to only 0.04 in 2025 (Marriott, 2022).

[bookmark: _Toc237412692]Figure 3: Marriott Liquidity Ratios
The graph clearly demonstrates that Marriott's immediately available liquidity has remained weak. A current ratio below 1.0 indicates that current assets are lower than current liabilities. Marriott's current assets were $3.584 billion in 2025 compared with current liabilities of $8.398 billion. Consequently, the company relies significantly on continuing operating cash flows, financing arrangements and effective working-capital management to meet short-term obligations. The cash ratio of only 0.04 in 2025 is particularly important because it indicates limited immediate cash coverage. However, this weakness should be considered alongside Marriott's strong operating cash generation rather than assessed in isolation.
[bookmark: _Toc237412866]2.4 Efficiency Analysis
Marriott's asset turnover ratio improved considerably from 0.54 times in 2021 to 0.95 times in 2025, reaching 0.96 times in 2024 (Marriott, 2026a). This indicates a substantial improvement in the company's ability to generate revenue from its asset base. The improvement is consistent with the strong growth in revenue relative to total assets. The increase from 0.54× to approximately 0.95× suggests that Marriott has become significantly more efficient in utilising its resources to generate sales. Nevertheless, the slight decline from 0.96× in 2024 to 0.95× in 2025 suggests that efficiency improvement may be stabilising.
[bookmark: _Toc237412867]2.5 Gearing and Solvency Analysis
Marriott's leverage position has deteriorated materially. The debt-to-asset ratio increased from 39.67% in 2021 to 58.84% in 2025. This means that debt represented a substantially larger proportion of Marriott's asset financing by 2025.

[bookmark: _Toc237412693]Figure 4: Marriott Leverage and Interest Coverage
The interest coverage ratio increased from 4.17× in 2021 to 8.59× in 2022 but subsequently declined to 5.12× in 2025. Although 5.12× still indicates that operating income provides meaningful coverage of interest expense, the downward trend after 2022 is a warning sign. Increasing interest expense from $420 million to $809 million has reduced the margin of safety available to Marriott.
[bookmark: _Toc237412868]2.6 Cash-Flow and Shareholder Indicators
Marriott's operating cash flow ratio improved from 0.18× in 2021 to 0.38× in 2025, despite fluctuations. This reinforces the conclusion that the company has a stronger operating cash-generation capability than its weak current ratio alone might suggest. The dividend payout ratio increased from zero in 2021 to 27.60% in 2025, indicating greater distribution of earnings to shareholders. Dividends increased from $321 million in 2022 to $718 million in 2025. Marriott also purchased substantial amounts of treasury stock, including $3.3 billion in 2025. These shareholder distributions need to be considered carefully alongside the company's liquidity pressure, rising debt and negative equity position.
[bookmark: _Toc237412869]2.8 Overall Financial Strengths and Threats
Marriott presents a mixed financial position. Its major strengths include strong revenue growth, sustained operating profitability, improving asset utilisation and substantial operating cash generation. Revenue almost doubled between 2021 and 2025, while operating cash flow increased by approximately 173%. However, the principal threats are weak liquidity, rising leverage and negative equity. Debt increased to $16.204 billion in 2025, while total liabilities reached $31.311 billion and equity fell to a $3.771 billion deficit. The declining interest coverage ratio also indicates increasing financing pressure.
[bookmark: _Toc237412870]3. Working Capital Management Analysis
[bookmark: _Toc237412871]3.1 Working Capital Position
Marriott International’s working-capital position indicates persistent short-term liquidity pressure during 2021–2025. Net working capital, calculated as current assets fewer current liabilities, remained negative throughout the period, declining from -$2.781 billion in 2021 to -$5.164 billion in 2024, before improving slightly to -$4.814 billion in 2025 (Marriott, 2025).
[bookmark: _Toc237412682]Table 1: Marriott Working Capital Indicators, 2021–2025
	Working Capital Indicator
	2021
	2022
	2023
	2024
	2025

	Current Assets ($m)
	3,626
	3,313
	3,311
	3,485
	3,584

	Current Liabilities ($m)
	6,407
	7,339
	7,762
	8,649
	8,398

	Net Working Capital ($m)
	-2,781
	-4,026
	-4,451
	-5,164
	-4,814

	Cash & Equivalents ($m)
	1,393
	507
	338
	396
	358

	Receivables ($m)
	1,982
	2,571
	2,712
	2,795
	2,909

	Current Ratio
	0.57
	0.50
	0.40
	0.40
	0.40


The graph demonstrates that current liabilities remained substantially higher than current assets throughout the period. Although current assets increased from $3.485 billion in 2024 to $3.584 billion in 2025, current liabilities remained at $8.398 billion. Consequently, the current ratio remained at approximately 0.40×, meaning current assets covered only around 40% of current liabilities. This does not necessarily indicate immediate financial distress because Marriott generated substantial operating cash flow. However, the persistent working-capital deficit increases dependence on predictable operating cash flows, effective treasury management and access to financing facilities.

[bookmark: _Toc237412694]Figure 5: Marriott Current Assets and Current Liabilities
[bookmark: _Toc237412872]3.2 Cash and Receivables Management
Marriott's cash position requires particular attention. Cash and cash equivalents declined from $1.393 billion in 2021 to $358 million in 2025, representing a substantial reduction in immediately available liquidity. At the same time, accounts and notes receivable increased from $1.982 billion to $2.909 billion. The increase in receivables is partly consistent with Marriott's substantial revenue growth and therefore does not automatically indicate inefficient collection. It means that more resources are tied up in amounts owed to the company rather than immediately available cash. Improving receivables collection could therefore release cash without requiring additional borrowing.
The quick ratio of approximately 0.40× in 2025 reinforces this concern because liquid assets remained insufficient to cover current liabilities on a conventional one-to-one basis. However, Marriott's operating cash flow increased from $1.177 billion in 2021 to $3.212 billion in 2025, providing an important offset to the weak balance-sheet liquidity position.
[bookmark: _Toc237412873]3.3 Cash Operating Cycle
The cash operating cycle is normally calculated as:
Cash Conversion Cycle = Inventory Days + Receivable Days − Payable Days
However, the available Marriott data does not provide consistent standalone inventory and accounts-payable figures for all five years. Therefore, a complete numerical cash-conversion cycle should not be fabricated. Instead, the available receivables, cash and current-liability information indicate that effective cash conversion remains important. The significant increase in receivables means that Marriott should ensure that revenue is converted into cash efficiently. Strong operating cash generation is encouraging, but continued monitoring is necessary because liquidity remains structurally weak.
[bookmark: _Toc237412874]3.4 Working Capital Reforms
Marriott should implement four main measures.
· Receivables management should be strengthened. Regular receivables ageing analysis, collection targets and cash-collection forecasting could accelerate the conversion of receivables into cash (Hafidzoh and Suhartati, 2026).
· Marriott should improve short-term cash-flow forecasting. Rolling forecasts should incorporate expected operating receipts, debt repayments, capital expenditure and shareholder distributions (Gueblaoui, 2026). This would allow potential liquidity gaps to be identified before they occur.
· Supplier and payment management should be optimised. Marriott can negotiate commercially sustainable payment terms to support liquidity, although excessive delays could damage supplier relationships.
· An appropriate liquidity buffer should be maintained. The cash ratio of only 0.04× in 2025 suggests limited immediate cash coverage. A stronger liquidity reserve would reduce dependence on emergency borrowing during periods of unexpected cash-flow pressure.
[bookmark: _Toc237412875]3.5 Short-Term versus Long-Term Financing
Marriott's financing strategy should balance liquidity requirements against its already increasing leverage.
[bookmark: _Toc237412683]Table 2: Financing Options for Marriott
	Financing Option
	Advantage
	Disadvantage
	Marriott Suitability

	Revolving credit facility
	Flexible liquidity
	Interest/covenant costs
	High

	Short-term debt
	Rapid funding
	Refinancing risk
	Medium

	Long-term debt
	Stable funding
	Increases leverage
	Medium

	Equity finance
	Strengthens capital base
	Potential dilution
	Medium–High


A revolving credit facility is potentially suitable for temporary working-capital fluctuations because it provides flexible access to liquidity (Abu Hassan et al., 2025). However, Marriott should avoid excessive short-term borrowing because its debt-to-asset ratio had already increased to 58.84% in 2025. Long-term debt could provide greater funding stability, but further borrowing could increase interest obligations and financial risk. Equity finance could strengthen Marriott's capital structure and address its negative equity position, although it could dilute existing shareholders. Therefore, Marriott should adopt a balanced financing strategy, prioritise internally generated cash and working-capital improvements while maintain flexible financing facilities rather than relying heavily on additional debt.
[bookmark: _Toc237412876]3.6 Overall Recommendation
Marriott's working-capital position is a significant financial weakness because current liabilities consistently exceed current assets, cash reserves have declined and receivables have increased. Strong operating cash generation provides an important financial strength. The CFO should therefore prioritise cash conversion, receivables management, cash-flow forecasting and liquidity reserves rather than simply increasing borrowing (Fardous, 2025). This approach would improve short-term resilience while limiting additional leverage. A balanced financing structure combining internally generated cash with flexible credit facilities would provide Marriott with greater financial flexibility and create a stronger foundation for the subsequent strategic restructuring and investment decisions.
[bookmark: _Toc237412877]4. Strategic Financial Restructuring Plan
[bookmark: _Toc237412878]4.1 Core Financial Problems Requiring Restructuring
Marriott International's five-year financial analysis indicates that the company has achieved strong revenue and operating-profit growth, but its capital structure and liquidity position have become increasingly challenging. Total debt increased from $10.138 billion in 2021 to $16.204 billion in 2025, while the debt-to-asset ratio increased from 39.67% to 58.84%. At the same time, interest expense increased from $420 million to $809 million, contributing to a decline in interest coverage from 8.59× in 2022 to 5.12× in 2025. Marriott also moved from positive equity of $1.414 billion in 2021 to an equity deficit of $3.771 billion in 2025. These trends indicate increasing financial leverage and reduced balance-sheet flexibility.
Liquidity represents a second major concern. The current ratio remained approximately 0.40× in 2025, while the cash ratio was only 0.04×. Although operating cash flow reached $3.212 billion in 2025, the company should avoid relying excessively on continued operating cash generation to compensate for structural liquidity pressure. Consequently, restructuring should focus on reducing financial risk while preserving Marriott's ability to invest and generate long-term shareholder value.
[bookmark: _Toc237412879]4.2 Evaluation of Restructuring Options
Debt Restructuring and Refinancing
Debt restructuring should be a priority because Marriott's debt increased substantially over the period. Refinancing could extend debt maturities, smooth repayment requirements and potentially improve cash-flow predictability. It could also reduce short-term refinancing pressure and protect liquidity (Foaleng Fokam, 2026). However, refinancing does not automatically reduce financial risk. Higher interest rates or restrictive debt covenants could increase financing costs. Therefore, Marriott should focus on optimising the maturity profile rather than simply increasing borrowing. This approach is particularly important given the 58.84% debt-to-asset ratio in 2025.
Divestiture of Non-Core Assets
Divestiture could generate immediate cash that could be used to reduce debt or strengthen liquidity (Osaigbovo and Akhimien, 2025). Selling non-core assets could also allow Marriott to concentrate financial resources on its strongest brands and markets. However, divestiture could reduce future earnings and strategic flexibility if assets with long-term growth potential are sold. Therefore, Marriott should only consider assets that have limited strategic importance or relatively weak returns. A selective divestiture strategy would be preferable to broad asset disposal.
Equity Injection and Capital Restructuring
Equity financing could strengthen Marriott's capital base and help address the negative equity position. Unlike debt, equity does not create mandatory interest payments, potentially improving financial resilience (Sha'ari et al., 2023). The major disadvantage is shareholder dilution. Existing shareholders may experience a reduction in ownership percentage and earnings per share if additional shares are issued. Therefore, equity injection should be considered as a structural contingency rather than the first response, particularly while Marriott continues to generate strong operating cash flows.
Strategic Investment and Portfolio Optimisation
Marriott should continue investing selectively rather than reducing all capital expenditure. The investment appraisal demonstrates that investment can create value when projects satisfy appropriate financial criteria. Therefore, capital should be directed towards projects with positive NPV, acceptable IRR and strong strategic alignment (Ridwan et al., 2025).
[bookmark: _Toc237412880]4.3 Impact on Shareholder Value
The restructuring strategy should ultimately be judged by its ability to protect and increase long-term shareholder value rather than by short-term improvements in individual ratios (Celestin, 2022). Reducing unnecessary debt could lower financially risk and interest pressure, while improved liquidity would provide greater protection against unexpected cash-flow shocks.
However, aggressive debt reduction or asset sales could reduce funds available for growth. Similarly, reducing dividends or share repurchases could initially disappoint investors. Marriott paid $718 million in dividends and repurchased approximately $3.3 billion of treasury stock in 2025. Given the company's negative equity and increasing debt, management should carefully balance shareholder distributions against the need to preserve financial flexibility.
The preferred strategy is therefore to maintain shareholder returns at a sustainable level while prioritising investments and restructuring actions that strengthen long-term cash generation.
[bookmark: _Toc237412881]4.4 Debt Structure and Financial Flexibility
Marriott's increasing debt burden has important implications for financial flexibility. Total debt increased by approximately 60% between 2021 and 2025, while interest coverage declined after 2022. Consequently, additional debt-funded expansion could increase exposure to interest-rate and refinancing risks.
4.5 International Financial Considerations
Marriott operates across international markets, making financial restructuring subject to currency, inflation and taxation risks. Foreign-exchange movements can affect the dollar value of overseas revenues, costs and cash flows (Fried, 2023). Marriott's global operating footprint makes this particularly relevant, with properties across multiple international regions. Inflation can increase hotel operating costs, labour expenses and construction expenditure, potentially reducing margins if price increases cannot fully compensate. Therefore, financial planning should incorporate sensitivity to inflation and exchange-rate movements. Taxation also needs to be considered when restructuring international operations. Marriott states that its tax approach involves compliance with applicable laws and arm's-length transactions consistent with OECD principles, supporting the need for tax-efficient but responsible restructuring. 
[bookmark: _Toc237412882]4.6 Ethical and ESG Considerations
Financial restructuring should not focus exclusively on debt and shareholder returns (Fligstein and Goldstein, 2022). Marriott's Serve 360 framework links business performance with environmental and social responsibilities, including responsible operations, communities and environmental impacts.  Consequently, divestitures should consider employee and community effects, while investment decisions should consider environmental efficiency and long-term resilience. Marriott's sustainability reporting also demonstrates attention to environmental risks and global operational impacts. 
[bookmark: _Toc237412883]4.7 Recommended Restructuring Strategy
[bookmark: _Toc237412684]Table 3: Strategic Financial Restructuring Options for Marriott
	Strategy
	Financial Benefit
	Main Risk
	Shareholder Impact
	Priority

	Debt refinancing
	Reduces refinancing pressure
	Interest/covenant risk
	Positive if risk falls
	High

	Working-capital reform
	Improves liquidity and cash conversion
	Operational/customer impact
	Positive
	High

	Selective divestiture
	Generates cash for debt/liquidity
	Loss of future earnings
	Potentially positive
	Medium

	Equity restructuring
	Strengthens capital base
	Shareholder dilution
	Potential short-term dilution
	Medium

	Selective investment
	Supports future growth/value
	Project risk
	Positive if returns exceed required return
	High


Marriott should adopt an integrated restructuring strategy centred on liquidity improvement, debt optimisation and disciplined capital allocation. Immediate priority should be given to working-capital improvement and debt refinancing rather than substantial new borrowing. Selective divestiture can be used where non-core assets can generate meaningful cash without damaging strategic capabilities, while equity financing should remain a contingency option (Corredor and Mahoney, 2021). At the same time, profitable investment should continue where projects demonstrate positive value creation. This strategy would help Marriott strengthen financial resilience while preserving its capacity for long-term growth and shareholder value.
[bookmark: _Toc237412884]5. Investment Appraisal and Capital Budgeting
[bookmark: _Toc237412885]5.1 Proposed Investment Projects
Marriott is required to evaluate three alternative investment projects using five conventional capital-budgeting techniques: Payback Period (PBP), Accounting Rate of Return (ARR), Net Present Value (NPV), Profitability Index (PI) and Internal Rate of Return (IRR). The assessment specifies an initial investment of £50 million for each project, a five-year investment horizon, an 8% discount rate and straight-line depreciation to zero. 
[bookmark: _Toc237412685]Table 4: Proposed Investment Projects
	£ million
	Project A
	Project B
	Project C

	Initial investment
	50
	50
	50

	Year 1 cash inflow
	10
	11
	5

	Year 2 cash inflow
	12
	11
	10

	Year 3 cash inflow
	14
	11
	20

	Year 4 cash inflow
	10
	11
	25

	Year 5 cash inflow
	8
	11
	5

	Total cash inflows
	54
	55
	65


The projects have different cash-flow profiles. Project A generates relatively stronger cash inflows during the first three years, Project B provides a stable £11 million every year, while Project C has relatively weak initial cash flows but produces substantial inflows in Years 3 and 4. Therefore, relying on only one investment criterion could result in an incomplete decision. A combined evaluation is more appropriate.
[bookmark: _Toc237412886]5.2 Payback Period (PBP)
The Payback Period measures how quickly the initial investment is recovered from project cash inflows. A shorter payback period is generally preferable because it reduces the period during which the investment remains exposed to uncertainty. For Project A, cumulative cash inflows reach £46 million after Year 4. The remaining £4 million is recovered from the £8 million Year 5 cash flow:
PBP A = 4 + (£50m − £46m) / £8m = 4.50 years
Project B generates £44 million after four years. The remaining £6 million is recovered from the £11 million Year 5 cash flow:
PBP B = 4 + (£50m − £44m) / £11m = 4.55 years
Project C generates £35 million after three years. The remaining £15 million is recovered from the £25 million Year 4 cash flow:
PBP C = 3 + (£50m − £35m) / £25m = 3.60 years
[bookmark: _Toc237412686]Table 5: Payback Period
	Project
	Payback Period
	Ranking

	Project C
	3.60 years
	1st

	Project A
	4.50 years
	2nd

	Project B
	4.55 years
	3rd


Project C therefore performs best on payback because the initial investment is recovered approximately 0.9 years earlier than Project A and 0.95 years earlier than Project B. This is attractive from a liquidity and risk perspective. However, PBP ignores cash flows after the payback point and does not consider the time value of money. Therefore, it should not be used as the sole basis for Marriott's investment decision.
[bookmark: _Toc237412887]5.3 Accounting Rate of Return (ARR)
ARR evaluates the project's average annual accounting profit relative to its initial investment. Because the assessment specifies straight-line depreciation to zero, annual depreciation is:
£50m ÷ 5 years = £10m per year.
Average annual accounting profit is therefore calculated by subtracting £10 million depreciation from average annual cash inflows.
Project A
Average cash inflow = £54m ÷ 5 = £10.8m
Average accounting profit = £10.8m − £10m = £0.8m
ARR = (£0.8m ÷ £50m) × 100 = 1.60%
Project B
Average cash inflow = £55m ÷ 5 = £11m
Average accounting profit = £11m − £10m = £1m
ARR = (£1m ÷ £50m) × 100 = 2.00%
Project C
Average cash inflow = £65m ÷ 5 = £13m
Average accounting profit = £13m − £10m = £3m
ARR = (£3m ÷ £50m) × 100 = 6.00%
[bookmark: _Toc237412687]Table 6: ARR Comparison
	Project
	Average Annual Profit (£m)
	ARR

	Project A
	0.8
	1.60%

	Project B
	1.0
	2.00%

	Project C
	3.0
	6.00%


Project C again provides the strongest result. Its 6% ARR is substantially higher than Project A and Project B. However, ARR is based on accounting profit rather than cash flows and does not fully recognise the timing of cash flows. Consequently, NPV and IRR provide stronger evidence for the final investment decision.
[bookmark: _Toc237412888]5.4 Net Present Value (NPV)
NPV is particularly important because it considers the time value of money and measures the amount of value created after discounting future cash flows at the required return of 8%.
The basic formula is:
NPV = Present Value of Future Cash Inflows − Initial Investment
At an 8% discount rate, the calculated results are:
	Project
	PV of Cash Inflows (£m)
	Initial Investment (£m)
	NPV (£m)

	Project A
	43.46
	50
	-6.54

	Project B
	43.92
	50
	-6.08

	Project C
	50.86
	50
	+0.86


Project A produces a negative NPV of approximately £6.54 million, while Project B produces a negative NPV of approximately £6.08 million. Both therefore fail to recover the £50 million initial investment after allowing for the 8% required return. Project C produces an NPV of approximately £0.86 million, indicating that the present value of its future cash flows slightly exceeds the initial investment. Therefore, based purely on NPV, Project C is the only project that creates value at the required return.

[bookmark: _Toc237412695]Figure 6: NPV Comparison of Projects A, B and C
[bookmark: _Toc237412889]5.5 Profitability Index (PI)
The Profitability Index compares the present value of future cash inflows with the initial investment:
PI = Present Value of Future Cash Inflows ÷ Initial Investment
The results are:
	Project
	PI
	Interpretation

	Project A
	0.87
	Reject

	Project B
	0.88
	Reject

	Project C
	1.02
	Accept


A PI above 1 indicates that the present value of future cash inflows exceeds the initial investment. Project C achieves a PI of approximately 1.02, whereas Projects A and B remain below 1. This measure is particularly relevant when capital is constrained because it helps management assess value generated relative to each pound invested. Nevertheless, Project C's PI is only marginally above 1, so management should not ignore uncertainty surrounding its future cash flows.
[bookmark: _Toc237412890]5.6 Internal Rate of Return (IRR)
IRR represents the discount rate at which the project's NPV becomes zero. Marriott's projects should therefore be compared with the 8% required return.
	Project
	IRR
	Compared with 8%
	Decision

	Project A
	2.72%
	Below 8%
	Reject

	Project B
	3.26%
	Below 8%
	Reject

	Project C
	8.59%
	Above 8%
	Accept


Project A's IRR of 2.72% and Project B's IRR of 3.26% are substantially below the 8% required return. Project C generates an IRR of approximately 8.59%, which is only 0.59 percentage points above the required return. Therefore, Project C passes the IRR criterion, although its relatively narrow margin over the required return indicates that sensitivity to changes in cash-flow assumptions should be considered.
[bookmark: _Toc237412891]5.7 Overall Investment Appraisal Comparison
[bookmark: _Toc237412688]Table 7: Overall Investment Appraisal Results
	Measure
	Project A
	Project B
	Project C
	Best Project

	PBP
	4.50 yrs
	4.55 yrs
	3.60 yrs
	C

	ARR
	1.60%
	2.00%
	6.00%
	C

	NPV
	-£6.54m
	-£6.08m
	+£0.86m
	C

	PI
	0.87
	0.88
	1.02
	C

	IRR
	2.72%
	3.26%
	8.59%
	C


The results are unusually consistent because Project C is superior on all five financial criteria. It has the fastest payback, highest ARR, positive NPV, PI above one and IRR above the 8% required return.
Project B performs slightly better than Project A on ARR, NPV, PI and IRR, but both remain financially unattractive because their NPVs are negative and their IRRs are below the required return.
[bookmark: _Toc237412892]5.8 Project Recommendation
Based on the financial appraisal, Project C should be recommended. It is the only project that creates positive NPV and the only project whose IRR exceeds Marriott's 8% required return. Its 3.60-year payback also provides the fastest recovery of the initial £50 million investment. The recommendation is also consistent with Marriott's broader financial position. The company generated $3.212 billion of operating cash flow in 2025, demonstrating substantial internal cash-generating capacity. However, liquidity remains weak, with a current ratio of approximately 0.40×, while debt reached $16.204 billion and the debt-to-asset ratio reached 58.84%. Consequently, Marriott should avoid investments that generate insufficient returns relative to their financing and liquidity implications.
Project C should therefore be pursued subject to appropriate risk controls. The assessment specifically requires consideration of non-financial factors such as political risk and customer loyalty. Political instability, regulatory changes or economic uncertainty in the project's target market could reduce expected cash flows. Similarly, customer loyalty is important in the hospitality industry because investment success depends on physical capacity and on the ability to attract and retain customers. Therefore, the final decision should not be based exclusively on the £0.86 million NPV. Marriott should undertake sensitivity analysis of the project's cash-flow assumptions and assess political, operational and customer-related risks before committing the full investment.
[bookmark: _Toc237412893]5.9 Capital Rationing
Marriott has a maximum available investment budget of £100 million. Since each project requires £50 million, the company cannot undertake all three projects simultaneously because their combined cost would be £150 million. The relevant combinations are therefore A+B, A+C and B+C, together with individual projects.
[bookmark: _Toc237412689]Table 8: Capital Rationing Analysis
	Combination
	Investment (£m)
	Total NPV (£m)
	Within £100m?
	Decision

	A
	50
	-6.54
	Yes
	Reject

	B
	50
	-6.08
	Yes
	Reject

	C
	50
	+0.86
	Yes
	Accept

	A + B
	100
	-12.62
	Yes
	Reject

	A + C
	100
	-5.69
	Yes
	Reject

	B + C
	100
	-5.22
	Yes
	Reject

	A + B + C
	150
	-11.77
	No
	Reject


The capital-rationing analysis produces a clear result. Although A+C and B+C use the full £100 million budget, both combinations generate negative total NPV because the negative NPV of Projects A or B more than offsets Project C's positive NPV. Consequently, investing only £50 million in Project C produces the highest feasible total NPV of +£0.86 million. This is important from a CFO perspective because capital rationing should not automatically mean that the entire available budget is spent. The objective is to maximise shareholder value rather than maximise capital utilisation. Marriott should therefore retain the remaining £50 million rather than commit it to Projects A or B, unless additional strategic or financial information changes their expected returns.
[bookmark: _Toc237412894]5.10 Overall Investment Decision
Overall, Project C is the strongest investment choice. It provides the shortest payback period of 3.60 years, the highest ARR of 6%, a positive NPV of £0.86 million, a PI of 1.02 and an IRR of 8.59%. Projects A and B should not be selected under the current assumptions because both destroy value at the 8% required return. Under the £100 million capital constraint, Project C alone should be selected. The remaining capital should be retained for future value-creating opportunities, liquidity strengthening or debt management rather than invested in projects with negative NPVs. This recommendation aligns investment appraisal with Marriott's wider financial position, where strong operating cash generation must be balanced against weak liquidity, rising leverage and the need to preserve financial flexibility.
[bookmark: _Toc237412895]6. Conclusion
Overall, Marriott International demonstrates strong financial recovery and operational performance between 2021 and 2025, with revenue, operating income and operating cash flow increasing substantially. However, the analysis also identifies significant financial weaknesses, particularly declining liquidity, rising debt, increasing interest costs and a negative equity position. The recommended financial restructuring therefore prioritises working-capital improvement, debt refinancing, disciplined capital allocation and selective rather than excessive borrowing. The investment appraisal further indicates that Project C is the strongest investment, achieving the shortest payback period, highest ARR, positive NPV, PI above one and an IRR above the 8% required return. Under the £100 million capital constraint, investing only £50 million in Project C maximises value while avoiding value-destroying projects A and B. Overall, Marriott should balance growth ambitions with stronger liquidity, prudent leverage management and long-term shareholder value creation.
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Appendix
5 Year Financial data
	Data in $m
	2021
	2022
	2023
	2024
	2025

	INCOME STATEMENT

	Total Revenue
	13,857
	20,773
	23,713
	25,100
	26,186

	Gross Fee Revenue
	2,694
	4,078
	4,824
	5,170
	5,438

	Net Fee Revenue
	2,619
	3,989
	4,736
	5,067
	5,303

	Owned, Leased & Other Revenue
	796
	1,367
	1,564
	1,551
	1,679

	Cost Reimbursement Revenue
	10,442
	15,417
	17,413
	18,482
	19,204

	Operating Income
	1,750
	3,462
	3,864
	3,767
	4,141

	Interest Expense
	420
	403
	565
	695
	809

	Interest Income
	28
	26
	30
	40
	42

	Income Before Tax
	1,180
	3,114
	3,378
	3,151
	3,394

	Income Tax Expense
	81
	756
	295
	776
	793

	Net Income
	1,099
	2,358
	3,083
	2,375
	2,601

	Basic EPS ($)
	3.36
	7.27
	10.23
	8.36
	9.53

	Diluted EPS ($)
	3.34
	7.24
	10.18
	8.33
	9.51

	BALANCE SHEET

	Cash & Cash Equivalents
	1,393
	507
	338
	396
	358

	Accounts & Notes Receivable
	1,982
	2,571
	2,712
	2,795
	2,909

	Prepaid Expenses & Other
	251
	235
	261
	294
	317

	Current Assets
	3,626
	3,313
	3,311
	3,485
	3,584

	Property & Equipment
	1,503
	1,585
	1,581
	1,833
	1,954

	Brands
	5,979
	5,812
	5,907
	5,770
	6,207

	Goodwill
	9,073
	8,872
	8,886
	8,731
	8,907

	Total Assets
	25,553
	24,815
	25,674
	26,182
	27,540

	Current Portion of Long-Term Debt
	805
	684
	553
	1,309
	1,209

	Current Liabilities
	6,407
	7,339
	7,762
	8,649
	8,398

	Long-Term Debt
	9,333
	9,380
	11,320
	13,138
	14,995

	Total Debt
	10,138
	10,064
	11,873
	14,447
	16,204

	Total Liabilities
	24,139
	24,247
	26,356
	29,174
	31,311

	Total Equity / (Deficit)
	1,414
	568
	-682
	-2,992
	-3,771

	CASH FLOW DATA

	Cash Flow from Operating Activities
	1,177
	2,363
	3,170
	2,749
	3,212

	Capital & Technology Expenditure
	183
	332
	452
	750
	604

	Net Cash Used in Investing Activities
	-187
	-297
	-465
	-734
	-948

	Dividends Paid
	0
	321
	587
	682
	718

	Purchase of Treasury Stock
	0
	2,566
	3,953
	3,762
	3,300

	Issuance of Long-Term Debt
	1,793
	983
	1,918
	2,948
	3,436

	Repayment of Long-Term Debt
	2,174
	804
	684
	558
	1,309

	Net Cash from/(Used in) Financing Activities
	-463
	-2,962
	-2,864
	-1,956
	-2,318


Ratio Calculations
	Liquidity Ratios

	Ratio
	2021
	2022
	2023
	2024
	2025

	Current Ratio
	0.57
	0.5
	0.4
	0.4
	0.4

	Quick Ratio
	0.53
	0.4
	0.4
	0.4
	0.4

	Cash Ratio
	0.22
	0.07
	0.04
	0.05
	0.04

	Profitability Ratios

	Ratio
	2021
	2022
	2023
	2024
	2025

	Net Profit Margin
	7.93%
	11.35%
	13.00%
	9.46%
	9.93%

	Operating Profit Margin
	12.63%
	16.67%
	16.29%
	15.01%
	15.81%

	Return on Assets (ROA)
	4.30%
	9.50%
	12.01%
	9.07%
	9.44%

	Return on Equity (ROE)
	77.72%
	415.14%
	-452.05%
	-79.38%
	-68.97%

	Efficiency / Activity Ratio

	Ratio
	2021
	2022
	2023
	2024
	2025

	Asset Turnover
	0.54
	0.84
	0.92
	0.96
	0.95

	Solvency / Leverage Ratios

	Ratio
	2021
	2022
	2023
	2024
	2025

	Debt-to-Asset Ratio
	39.67%
	40.56%
	46.25%
	55.18%
	58.84%

	Interest Coverage Ratio
	4.17
	8.59
	6.84
	5.42
	5.12

	Cash Flow Ratios

	Ratio
	2021
	2022
	2023
	2024
	2025

	Operating Cash Flow Ratio
	0.18
	0.32
	0.41
	0.32
	0.38

	Dividend Payout Ratio
	0.00%
	13.61%
	19.04%
	28.72%
	27.60%



Working Capital analysis
	Working Capital Metric
	2021
	2022
	2023
	2024
	2025

	Current Assets
	3,626
	3,313
	3,311
	3,485
	3,584

	Current Liabilities
	6,407
	7,339
	7,762
	8,649
	8,398

	Cash & Equivalents
	1,393
	507
	338
	396
	358

	Accounts & Notes Receivable
	1,982
	2,571
	2,712
	2,795
	2,909

	Net Working Capital
	-2,781
	-4,026
	-4,451
	-5,164
	-4,814

	Current Ratio
	0.57
	0.45
	0.43
	0.4
	0.43

	Quick Ratio
	0.53
	0.42
	0.39
	0.37
	0.39

	Cash Ratio
	0.22
	0.07
	0.04
	0.05
	0.04



Investment Appraisal
	Particular
	Project A
	Project B
	Project C

	Initial Investment (£m)
	50
	50
	50

	Discount Rate
	8%
	8%
	8%

	Depreciation (£m p.a.)
	10
	10
	10

	Year 1 Cash Flow
	10
	11
	5

	Year 2 Cash Flow
	12
	11
	10

	Year 3 Cash Flow
	14
	11
	20

	Year 4 Cash Flow
	10
	11
	25

	Year 5 Cash Flow
	8
	11
	5



	Measure
	Project A
	Project B
	Project C

	Initial Investment
	£50m
	£50m
	£50m

	Total Cash Inflows
	£54m
	£55m
	£65m

	PBP
	4.50 years
	4.55 years
	3.60 years

	ARR
	1.60%
	2.00%
	6.00%

	NPV @ 8%
	-£6.54m
	-£6.08m
	£0.86m

	PI
	0.87
	0.88
	1.02

	IRR
	2.72%
	3.26%
	8.59%

	Initial signal
	Reject
	Reject
	Accept



Capital Rationing
	Combination
	Investment (£m)
	Projects
	Total NPV (£m)
	Within £100m?
	Decision

	A only
	50
	A
	-6.54
	Yes
	Reject

	B only
	50
	B
	-6.08
	Yes
	Reject

	C only
	50
	C
	0.86
	Yes
	Accept

	A + B
	100
	A+B
	-12.62
	Yes
	Reject

	A + C
	100
	A+C
	-5.69
	Yes
	Reject

	B + C
	100
	B+C
	-5.22
	Yes
	Reject

	A + B + C
	150
	A+B+C
	-11.77
	No
	Reject



Marriott Revenue, Operating Income and Net Income

Total Revenue	
2021	2022	2023	2024	2025	13857	20773	23713	25100	26186	Operating Income	
2021	2022	2023	2024	2025	1750	3462	3864	3767	4141	Net Income	
2021	2022	2023	2024	2025	1099	2358	3083	2375	2601	year


$m




Marriott Operating Cash Flow and Capital Expenditure 

Cash Flow from Operating Activities	
2021	2022	2023	2024	2025	1177	2363	3170	2749	3212	Capital 	&	 Technology Expenditure	
2021	2022	2023	2024	2025	183	332	452	750	604	year


$m




Marriott International Liquidity Trends

Current Ratio	
2021	2022	2023	2024	2025	0.5659434992976432	0.45142389971385749	0.42656531821695437	0.40293675569429993	0.42676827816146701	Quick Ratio	
2021	2022	2023	2024	2025	0.52676759793975336	0.41940318844529229	0.39293996392682301	0.36894438663429296	0.3890211955227435	Cash Ratio	
2021	2022	2023	2024	2025	0.21741844857187451	6.9082981332606624E-2	4.3545477969595466E-2	4.5785639958376693E-2	4.2629197427959037E-2	Year


Percentage (%)




Marriott International Leverage and Interest-Coverage Trends, 2021–2025

Debt-to-Asset Ratio	2021	2022	2023	2024	2025	0.39674402222830979	0.4055611525287125	0.46245228635974139	0.55179130700481249	0.58838053740014529	Interest Coverage Ratio	4.166666666666667	8.5905707196029777	6.8389380530973449	5.4201438848920862	5.1186650185414093	




Marriott Current Assets and Current Liabilities

Current Assets	
2021	2022	2023	2024	2025	3626	3313	3311	3485	3584	Current Liabilities	
2021	2022	2023	2024	2025	6407	7339	7762	8649	8398	year


in $m




NPV Comparison of Proposed Investment Projects

NPV (£m)	
Project A	Project B	Project C	-6.54	-6.08	0.86	
NPV (£m)
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