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Executive Summary

The purpose of this report is to analyse a company's financial ratios by measuring its performance, as it has been stated in the hospitality industry that evaluating a company's performance is critical. The review focuses on the company's performance, which will be used to forecast future economic growth. First, the profitability, liquidity, and leverage of Marriott International are examined. The structure of the hotel manager's ratio analysis allows future planning to minimise numerous economic statements by obtaining relevant statistics. When considering the effectiveness of the ratio analysis, there is equality in aids and limits, allowing an understanding of the results and providing growth tools to the financial management department.


















Introduction
Marriott International, Inc. is a luxury hotel chain that owns and operates establishments in the Great Britain. The displayed financial transactions are directly illustrated to the CEO, discussing the following ratios for 2020 and 2021 to support in the evaluation of the financial data for the proposed hotel. From analysing the financial gains and balance sheet, Marriott international will indeed be able to identify the trends comprehended in these ratios' components, which will facilitate a suitable conclusion focused on the hotel's profitability, liquidity, and gearing. Financial analysis helps to make good decisions, aimed at converting available resources into productive, profitable, and value-generating resources, while at the same time allowing the deployment of the company's strategic objectives. 
According to Iyengar (2008), A reasonable assessment can only be made after considering several ratios as well as the economic, business, and other environmental variables that will impact the hotel's financial performance. Liquidity ratios highlight a company's ability to meet short-term commitments.
The financial management of organisations has been recognised in recent years as one of the strategic areas with the greatest impact on the general results of business activity. Its difficulties, problems and perspectives have been the subject of different interpretations, studies and research leading to generate elements of judgement of a decision-making nature and better instruments of analysis and evaluation. In this sense, training in financial management should be a priority for companies and the implementation of an information system that constitutes an effective support for projecting, monitoring, and evaluating the company's management. The goal of reviewing the financial returns in relation to the previous two years' history is to recognise the distinction between the anticipated results and the venue's effectiveness. To proceed, is necessary to identify the three ratios that will be examined in the data gathering: Profitability ratio, Liquidity ratio and Gearing ratio.



Financial Analysis – Figure 1 & 2


Data 	2020	2021
Current Ratio	0.4911	0.5659
Long-term Debt / Capital 	0.9554	0.8684
Debt / Equity Ratio	24.1302	7.1697
GPM- Gross Profit Margin	13.8019	20.2136
Operating Margin	0.7946	12.629
EBIT Margin 	0.7946	12.629
EBITDA Margin	5.3164	14.7579
Pre-Tax Profit Margin	-4.4083	8.5156
NPM - Net Profit Margin	-2.5258	7.931
Asset Turnover 	0.428	0.5423
Inventory Turnover Ratio	-	-
Receiveable Turnover 	5.9791	6.9914
Days Sales in Receivables 	61.0463	52.2068
ROE – Return on Equity	-62.093	77.7228
Return On Tangible Equity 	1.5056	-6.6265
ROA – Return on Assets	-1.0809	4.3009
ROI – Return on Investment	-2.7717	10.2261
Book Value Per Share 	1.3255	4.3334
Operating Cash Flow Per Share 	0.0083	-1.4565
Free Cash Flow Per Share 	1.161	-2.3594







Financial Analysis Trends

Profitability

The profitability of a company is the ability of an organisation to make a profit. This index measures the ratio of the profit obtained to the investment made to achieve it. Profitability is the key to the success of your business. If you do not know the percentage of money or capital invested that you have earned or recovered, then you cannot know whether the performance of this investment was good or bad. It also reflects the existence of profits or, if not, detects mistakes in time to boost your growth. Therefore, profitability helps you identify operations that help you drive growth and assertively detect mistakes.
Profitability ratio projections allow you to establish how well you have used your capital. That's why you need to consider the value of the profits you expect, compared to the operating expenses.
It is all a matter of dividing the present value by the initial investment required. If the result is greater than one, it means that the project will be profitable beyond the break-even point. The profitability ratio focuses on five ratios in the second figure, the results show that (1) the Gross Profit Margin has increased by 6.41% thus if the gross margin indicates that the pricing strategy is effective, or that the cost of sales is being properly managed. (2) The Net Profit Margin or NPM marked a growth of 5.68% compared to 2020, giving us positive figures, this represents the excess sales revenue during the period under observation over its cost, before considering administration, sales and distribution, and financing charges. 
(3) The ROE or Return of Equity marks a remarkable growth in the year 2021 as can be seen in figure 1 the ROE rises by 15.63%. This underlines that the higher the ROE, the higher the profitability that a company can generate in relation to the equity it uses to finance itself. (4) The Return on Investment, on the other hand, it also denotes a year-on-year increase in the process, from negative numbers to a rise of 7.45% in 2021. 
Increasing ROI is one of the objectives of companies when undertaking any activity or making any investment with the aim of increasing turnover. (5) The Return on Assets increased by 3.22%. If this number continues to increase over time, it is an indicator that the company is earning more and more profit per dollar invested in assets. On the other hand, a decreasing ROA as seen in 2020 indicates that bad investments were made or that money was being mismanaged.

Liquidity

Liquidity analysis is a ratio and indicator that relates two economic magnitudes at a given time, which also allows to check their evolution over time. It is used to measure, compare, and evaluate a variable that is interesting to analyse its behaviour for the development of the company.
To explain what the liquidity ratio is, what we are looking for is to measure the short-term payment capacity of a company and, depending on the result, to study its current situation and the possible risks of insolvency.
According to John Maynard Keynes' theory (1935), liquid investments are easier to sell for full value. As per Liquidity Preference Theory, investors require progressively higher premiums on medium-term and long-term equities over short-term securities.
(1) Current Ratio has increased by 0.07% establishing a very linear stability from year to year. (2) Quick ratio has decreased by 1.19%. (3) The Operating Cash Flow Ratio fell by 1.19% and remained in negative figures. The company has not created enough currency to cover its current liabilities.
It is important to bear in mind that cash flow provides important indicators of a company's financial health and provides valuable information about a company's ability to pay its debts. It is important to note that cash flow does not measure a company's profit or loss, but rather the balance resulting from its activity, whether it generates profit or loss. The more quickly an asset can be converted into currency, the more liquid it becomes.

Gearing

Financial analysts commonly use the gearing ratio to understand a company's overall capital structure by dividing total debt by total equity. The higher the ratio, the greater the likelihood of default and, as a result, the greater the impediment to the company's growth. Likewise, the lower the ratio, the better. There are also other formulas that compare owner equity to long-term or short-term debt.
According to figure 2, the following can be analysed: (1) The Debt / Equity Ratio managed to lower its annual figure by 17%. While if we analyse (2) Long Term Debt / Equity it remains in the same line with a slight decrease of 0.09%. (3) EBIT Margin / Interest Cost has increased by 12% - Therefore, the Gearing has a lower impact on interest coverage ratios that are comfortable.





Knowledge from Ratio Analysis

The hospitality sector is a large branch of the service sector that includes smaller divisions such as resorts and accommodation, special events, entertainment venues, logistics, shipping companies, and other tourism-related fields.
Since the hospitality industry is so broad, it is critical to develop a set of ratios that can be employed to evaluate businesses throughout the industry. A very particular set of economic ratios is needed to accurately examine the sector and the success of individual organisations. There are various types of financial ratios that each company uses based on its industry or specific needs. In any case, they all respond to the same criterion: to analyse the economic situation to evaluate and then adjust the management points of improvement to make the right decisions. The following are crucial financial ratios to evaluate companies in the hospitality industry:
Financial Leverage Ratios. The financial ratio is one of the essential items to be able to respond effectively to short-term debts. It is the sum of available cash (money that can be used immediately), and realisable cash (i.e., those assets that can be quickly converted into cash). Current liabilities (expenses to be paid in a short period of time) must be subtracted from this.
Liquidity Ratios. The sum of cash on hand plus cash receivable from customers and inventories is the key formula. All of this must be balanced against the short- and long-term liabilities. Since the hospitality industry requires a large amount of cash flow and has many short-term financial obligations to meet, liquidity ratios are an important part of the company's evaluation.
Profitability Ratios. One of the most important financial ratios in business management is profitability, which is established by the relationship between the resources invested and the profits generated. A company will be more profitable if it can generate more profit with the same or fewer resources. We have formulas that give us a global view of this important business data, which is very important for the analysis of good hotel management, to establish the profitability ratio.


Benefits and Limitations of Ratio Analysis

The advantages of Ratio Analysis are numerous, the most important of which is the ability to calculate the return on investment and determine whether a business is viable.
With all this information, reports can be created to compare different years or companies to determine how the company is developing and how it compares to its industry. The primary purpose of these reports is to provide information to interested parties, such as those making business decisions or investing in the company.
The following are the primary benefits of financial analysis data:
Your analysis will increase productivity, efficiency, profitability, and overall technical administrative management.
To know about the fulfilment of its long-term objectives and short-term goals.
Warns of dangerous situations; qualifies, positions and results and suggests the most convenient and opportune measures.
Improves decision-making strategies in business.
The Ratio Analysis gives a deeper insight into the financial status of the business and improves profitability, cash flow and business value.
The evaluation will help make smart decisions to increase business revenue and minimise waste.
Provide investors and creditors with useful information to enable them to predict, compare and evaluate potential cash flows with respect to their investment.
Deliver useful information to assess management's ability to effectively utilise the company's resources, thereby achieving the company's primary goal.
The Limitations of Financial Ratios:
External factors such as the economy, government action, and market sentiment will all have an impact on their stock price.
Internal events such as a new product or a new CEO will also have an impact on the price of an equity.
Companies are all unique, and how you understand their ratios should represent the industry they operate in as well as their size.
Companies can change overnight, for instance, with a new leader, rendering historical performance analysis obsolete.
Regardless of a company's fundamental strength or weakness, market sentiment can impact its share price.
A shift in the business cycle, taxation, government legislation, or even the weather.


Conclusion 

The ratio analysis shows the progress and growth of Marriott International from 2020 to 2021, with the first year being a difficult one for the hospitality industry. 
The profitability ratio demonstrates the effectiveness of the pricing strategy and the proper management of the cost of sales. Similarly, the NPM demonstrated growth, yielding positive figures and a high profit margin in relation to the resources it uses to finance itself. On the other hand, the figures for 2020 show that bad investments were made or that money was mismanaged. It is necessary to emphasise that increasing Return on Investment is one of the company's objectives when undertaking any activity or making any investment to increase turnover, indicating that the company is generating more revenue for every dollar it invests in assets.
The financial management department of Marriot International requires the incorporation of new practices to ensure that, through appropriate decisions, the company achieve their objectives within the framework of innovative and effective strategies that guarantee the success of business projects. Efficiency is one of the key factors of management control and a prerequisite for making improvements.
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Figure 2 - Marriott Financial Analysis 2020-2021 

2020	Current Ratio	Long-term Debt / Capital 	Debt / Equity Ratio	Gross Profit Margin	Operating Margin	EBIT Margin 	EBITDA Margin	Pre-Tax Profit Margin	Net Profit Margin	Asset Turnover 	Inventory Turnover Ratio	Receiveable Turnover 	Days Sales In Receivables 	ROE – Return On Equity	Return On Tangible Equity 	ROA – Return On Assets	ROI – Return On Investment	Book Value Per Share 	Operating Cash Flow Per Share 	Free Cash Flow Per Share 	0	0	241302	138019	0	0	53164	-44083	-25258	0	0	59791	610463	-62093	15056	-10809	-27717	13255	0	1161	2021	Current Ratio	Long-term Debt / Capital 	Debt / Equity Ratio	Gross Profit Margin	Operating Margin	EBIT Margin 	EBITDA Margin	Pre-Tax Profit Margin	Net Profit Margin	Asset Turnover 	Inventory Turnover Ratio	Receiveable Turnover 	Days Sales In Receivables 	ROE – Return On Equity	Return On Tangible Equity 	ROA – Return On Assets	ROI – Return On Investment	Book Value Per Share 	Operating Cash Flow Per Share 	Free Cash Flow Per Share 	0	0	71697	202136	12629	12629	147579	85156	7931	0	0	69914	522068	777228	-66265	43009	102261	43334	-14565	-23594	
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