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Executive Summary
Financial performance analysis refers to the analytical process with the support of which the economic competence of an organisation for a given fiscal period in terms of revenue generation, liquidity, efficiency and solvency management is quantitatively assessed. The assignment is about the evaluation of the financial performance of Marriott International, a US-based hotel service-providing company, for 2020 and 2021 so that corrective action might be recommended. The financial performance of Marriott International is found with a progressive trend moving from 2020 to 2021 in terms of liquidity and profitability management, but a marginal decline in terms of debt-equity optimisation is noticed.
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[bookmark: _Toc119596434]Introduction
The first and foremost objective or purpose of the assignment is to understand the financial competence of Marriott International for the fiscal years 2020 and 2021 so that corrective recommendations might be provided to its management. Marriott International is a leading hotel service-providing company in the United States (US), and this was incorporated by Alice Marriott and J. Willard Marriott in 1927 in the centre of Washington, D.C (Marriott, 2022). 
[image: ]
Figure 1: Marriott International; Source: (Marriott, 2022)
With the strategic business management strategies, the management of Marriott International has been successful in expanding its hospitality operation in 8,484 locations around the world, and this has eventually assisted in augmenting its net income up to US$ 1.10 billion in 2021 (Marriott, 2022). With the assistance of the innovative assignment, how the financial performance of Marriott International is changed in 2021 in comparison to 2020 in terms of liquidity, profitability and solvency management, and this is performed with the support of accounting ratios. In the end, the competitive advantage and limitations of accounting ratios are illustrated, and this is eventually used to conclude the work.
[bookmark: _Toc119596435]Financial Performance Evaluation Trend 
In order to understand the financial performance of Marriott International for the fiscal year 2021 and 2020, three types of accounting ratios, including profitability, liquidity and gearing, are used, and respective outcomes are used to interpret hidden economic competence-related trends. Accounting ratio is an analytical tool using the financial performance of an organisation for a given financial period in terms of revenue generation, cost and liabilities management is assessed quantitatively so that valuable inferences might be used to make a corrective decision (Killingsworth, et al., 2021). The hidden financial performance-related trend of Marriott International available within the accounting ratios of 2020 and 2021 is interpreted as follows-
[bookmark: _Toc119596436]Profitability
Profitability is an accounting ratio with the assistance of which the financial competence of an organisation for a given fiscal period in terms of operating cost and profit management is figured out so that appropriate action might be taken to maximise profitability (Alabdullah, 2022). The profitability-related economic competence of Marriott International for the fiscal period 2020 and 2021 is evaluated with the support of five different accounting ratios, and these are illustrated as follows-
Gross Profit Margin 
Gross profit margin refers to the amount which the management of an entity has after paying all direct cost-related expenses with the support of revenue generated during the same fiscal year (Sudharto and Salim, 2021). The gross profit margin-related trend, which is available within the financial performance of Marriott International during 2020 and 2021, is presented as follows in graphical format-
	Particular
	Value for 2021
	Value for 2020

	Gross Profit Margin
	20.21
	13.8




On the evaluation of the ratio analysis, it has been found that the gross profit margin that the management of Marriott International was generating in 2020 from its hospitality activity was 13.80 %, and this was possible due to the pandemic situation. With the strategic cost and procurement strategy, the administration of the hospitality service-providing hotel group became successful in reducing its direct cost by 7 % in 2021 in comparison to the previous year, and this eventually assisted in augmenting its gross profit margin up to 20.21 % (Macrotrends, 2022). It means that there is a progressive trend in the economic competence of Marriott International in terms of direct cost management and gross profit maximisation while moving from the fiscal year 2020 to 2021. 
Operating Profit Margin 
Operating profit margin refers to the amount of profit margin that the management of an organisation gets after paying all operational expenses or obligations from its generated sales (Rizki and Kaur, 2022). The trend available within the operating profit margin management-related competence of Marriott International in 2020 and 2021 is evaluated as follows using graphical and tabular presentation-
	Particular
	Value for 2021
	Value for 2020

	Operating Margin
	12.62
	0.79




On the evaluation of the statistical outcome, it is found that due to substantial disruption in the global supply chain and reduction in outdoor activity-related behaviour of customers, the operating profit margin that the management of Marriott International got achieved in 2020 was 0.79 % (Marriott, 2020). In 2021, the administration of Marriott International was found to be using a customer-centric strategy in terms of providing touchless check-in and check-out service with a strategic focus on delivering sanitised stay, and this eventually helped in augmenting its potential customer footfall. The outcome of a comparative hike in the number of customer footfall and implementation of innovative cost management techniques is that the administration of Marriott International became successful in increasing its operating profit margin up to 12.62 % in 2021 (Marriott, 2022). It means that there is a progressive and sharp growth-related trend within the operating cost and operating profit margin-related element of the financial performance of Marriott International moving from 2020 to 2021. 
Net Profit Margin 
Net profit margin refers to the amount of money which the administration of an entity gets after paying all operational and income tax-related obligations of a given fiscal period with the support of generated cash or sales (Saputra, 2022). The net profit margin-related competence of Marriott International for 2020 and 2021 is evaluated as follows in tabular form-
	Particular
	Value for 2021
	Value for 2020

	Net Profit Margin
	7.93
	-2.52



As per the ratio analysis, it is found that the management of Marriott International faced a net loss of 2.52 % in 2020 while continuing its operational activity, and this was possible due to a sudden hike in the price of inventory and a reduction in a number of visitors due to covid-19 situation (Marriott, 2020). In 2021, the administration of the hotel service-providing company strategically promoted its competitive hospitality service through digital platforms with a promise of touchless and sanitised hospitality service, and this eventually helped in having higher customer footfall at a minimum cost. The outcome of strategic action of the management of Marriott International towards customer acquisition and cost optimisation assisted it in getting its net profit margin raised up to 7.93 % in 2021. It means that there is a progressive and rising trend within the overall operating cost and net profit margin management-related trait of Marriott International moving from 2020 to 2021.
Return on Investment (ROI)
Return on investment refers to the amount which the administration of an organisation gets in the form of return on the investment in an organisational project or activity (Benamraoui, et al., 2016). The competence that the team of Marriott International has shown in terms of ROI in 2020 and 2021 is presented as follows in the form of ROI accounting ratio-
	Particular
	Value for 2021
	Value for 2020

	Return on Investment
	10.22
	-2.77




On the evaluation of the graphical outcome, it is found that the return which the management of Marriott International had generated in 2020 on the investment in its hospitality activity was -ve 2.77 %, and this was found due to a sharp hike in inflation and reduction in visitors due to the pandemic. To reduce the impact of inflation and augment the growth of sales, the administration of the hotel service-providing company strategically focussed on procuring essential inventory from cost-efficient suppliers along with adopting digitalised business model. The outcome of the digitalised and cost-efficient business strategy of Marriott International is that it faced an ROI of 10.22 % in 2021, which was around 112 % higher than that of the previous year. It means that there is a progressive trend within the ROI-related element of the financial performance of Marriott International, moving from 2020 to 2021 (Marriott, 2022).
Return on Equity (ROE)
Return on equity refers to the amount of return or profit margin that the management of an organisation gets on the total value of shareholder’s equity (Galstian, 2017). The ROE-related economic competence of Marriott International for 2020 and 2021 is presented as follows-
	Particular
	Value for 2021
	Value for 2020

	ROE
	77.72
	-62.09



On the evaluation of the quantitative outcome, it is found that the ROE which the team of Marriott International had in 2020 was around -ve 62.09 %, and this was possible due to a substantial hike in operating costs because of the Covid-19 situation (Marriott, 2020). With the strategic cost and customer management technique, Marriott International has been successful in getting its ROE increased up to 77.72 % in 2021, and this indicates a progressive trend in comparison to the previous year.
Return on Assets (ROA)
Return on assets refers to the return or profit margin that an organisation gets during a fiscal year in comparison to employed assets (Parlak and İlhan, 2016). 
	Particular
	Value for 2021
	Value for 2020

	ROA
	4.3
	-1.08



 As the quantitative outcome of the accounting ratio, it is found that the ROA that the management of Marriott International had generated in 2020 was -ve 1.08 %, and this occurred due to a substantial decline in customer footfall and sharp growth in inflation (Marriott, 2020). In 2021, the team of the hotel service providing company gets its ROA increased up to 4.3 %, and this indicates that there is a progressive trend within the return on assets generating related elements of its financial performance moving from 2020 to 2021.
[bookmark: _Toc119596437]Liquidity 
Liquidity refers to the ability of an organisation to clear its current obligation using only current assets without altering its capital structure (Alabdullah, 2022). The liquidity-related financial competence of Marriott International for 2020 and 2021 is evaluated with the support of three accounting ratios, including the current ratio, free cash flow ratio and operating cash flow per share. 
	Particular
	Value for 2021
	Value for 2020

	Current Ratio
	0.56
	0.49

	Free Cash Flow Ratio
	-2.35
	1.16

	Operating Cash Flow Per Share
	-1.45
	0.0083




On the evaluation of the accounting ratio, it is found that in 2020, the management of Marriott International was successful in clearing only 49 % of its current liabilities using its current assets due to a shortage of sales value. With the strategic cost and sales management tactics, Marriott International got efficient in augmenting its current liabilities management efficiency increased up to 56 % (Macrotrends, 2022). It means that there is a progressive trend within the liquidity and current liabilities management-related competence of Marriott International moving from 2020 to 2021. On the other hand, in terms of cash and operating cash management ability, there is noticed more than a 40% of declining trend within the economic competence of Marriott International moving from 2020 to 2021. 
[bookmark: _Toc119596438]Gearing
The gearing ratio refers to the ability of an entity to manage its debt and equity during a given fiscal period to meet its working capital requirement (Galstian, 2017). 
	Particulars
	Value for 2021
	Value for 2020

	D/E Ratio
	7.16
	24.13

	Long-term Debt / Capital
	0.868
	0.955




As per the evaluation, it is noticed that Marriott International sourced its 24.13 % of total working capital using debt in 2020, and this value decreased to 7.16 % in 2021. It means that there is a progressive trend within the competence of Marriott International in terms of debt minimisation over equity (Marriott, 2022). On the other hand, there is a progressive trend within the financial capability of Marriott International in terms of minimising the ratio of total long-term debt ratio in overall capital moving from 2020 to 2021.
[bookmark: _Toc119596439]Inferences from the Ratio Analysis 
The primary disadvantage of the accounting ratio analysis is that it has not helped the management of Marriott International to understand which cost factor has helped in augmenting its profit margin and which operating activity has assisted in reducing its competence. The accounting ratio analysis is an important aspect for the administration of Marriott International as it will help it to understand what kind of financial and non-financial strategy it should follow to have a progressive performance in the upcoming fiscal period (Killingsworth, et al., 2021). For example, as per ratio analysis, it is found that the ratio of debt to the total available capital is found to be less than 7 % in 2021 in comparison to equity, and this might put in peril the limit of its ownership. With the assistance of the debt-equity ratio, the management of Marriott International will be successful in taking appropriate funding and cost management-related strategy, and this will eventually assist in augmenting its overall performance.
[bookmark: _Toc119596440]Advantages and Limitations of Accounting Ratios
The first and foremost benefit of the accounting ratio is that it helps an organisation like Marriott International understand the competence of different deployed financial and non-financial strategies, and this eventually assists in taking corrective action. On the other than, the limitation of the accounting ratio technique is that it does not help in figuring the impact of external factors like politics and social trends on organisational performance, and this might reduce the competence of an entity (Parlak and İlhan, 2016). With the support of accounting ratios, an entity like Marriott International becomes efficient in having valuable financial and non-financial inferences, and this eventually helps in making a progressive decision.
[bookmark: _Toc119596441]Conclusion 
It is concluded that financial performance analysis plays a significant part in the management of an organisation to identify available strengths and weaknesses within its economic and non-economic strategies, and this eventually assists in taking corrective action. It is identified that there is a progressive trend within the financial performance of Marriott International in terms of liquidity, profitability and solvency management moving from 2020 to 2021. The net profit margin that the management of Marriott International had in 2020 was negative due to the pandemic situation, and this eventually reduced its capability to clean its current obligation using sufficient cash. 
On the other hand, in 2021, with the strategic cost and customer management strategy, the administration is found successful in having a positive and progressive trend in its profitability, cost and liquidity capability, but a marginal decline is noticed in its debt-equity optimisation efficiency. Marriott International is suggested to focus on the optimum usage of debt and equity to meet its capital need so that a sustainable financial performance situation might be achieved.
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