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Executive Summary
The purpose of this report is to analyse the financial statements of the famous hospitality organisation Marriott International and reflect how financial management can be attained in the hospitality industry. Discussions have been made on the financial performance and the trends in the performance of Marriott International in 2020 and 2021, the findings of which reflect improvements in profitability and gearing. However, improvements are needed to be made in the liquidity of the organisation. The benefits and limitations of ratio analysis could be determined as well. The report has also identified how important ratios are for the decision-making of a company.
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Introduction
Financial management is an important element for all types of business organisations. A great importance of financial management can be determined in the hotel industry as well. The purpose of this study is to analyse the financial statements of the organisation Marriott International while showing an understanding of ratios, their importance and their importance. It also aims to discuss about why ratios and their fluctuations are important to consider for hotel management. Marriott International Inc., commonly called Marriott International, is an American multinational organisation, which operates, licenses and franchises lodging inclusive of residential, hotel and timeshare properties. This hotel organisation has a powerful portfolio of 30 brands and more than 8000 properties throughout 139 territories and countries (Marriott International, 2022). Founded in 1927, Marriott International is one of the largest organisations in the hotel industry. This study is going to discuss in detail the financial performance of this organisation while determining the importance of ratios for the organisation.


Financial Analysis Trends
Profitability
Profitability ratios can be defined as the ratios that reflect the capacity of businesses to earn profits during an accounting period (Husain and Sunardi, 2020). The following is the profitability ratios analysed for Marriott International for 2020 and 2021 –
Ratios	2021	2020
Gross margin	20.2136	13.8019
Operating margin	12.629	0.7946
Net profit margin	7.931	- 2.5258



Figure 1: Gross margin, operating profit margin and net profit margin of Marriott International
The three above profitability ratios of Marriott International indicate that its gross margin, operating margin as well as the net profit margin have increased considerably from 2020 to 2021. In 2020, all these three ratios reflect an extremely poor performance. The net profit margin is in negative figure, which is an indication of net losses earned in the organisation in 2021. However, the gross margin, operating profit margin and net profit margin show increasing trends between 2020 and 2021, thereby reflecting adequacy in the profits earned in this hospitality organisation. An increasing trend can also be observed in the other profitability ratios of Marriott International, as analysed underneath –
Ratios	2021	2020
Return on equity (ROE)	77.7228	- 62.093
Return on assets (ROA)	4.3009	- 1.0809
Return on investment (ROI)	10.2261	- 2.7717



Figure 2: ROE, ROA and ROI of Marriott International
The evaluation of the three above profitability ratios reflect that the ROE, ROA as well as its ROI were in negative figures in the year 2020. However, in the year 2021, all these three profitability ratios of Marriott International reflect considerable improvements. Hence, an increasing trend can also be observed in the ROE, ROA and ROI of this hospitality organisation, which indicates that losses earned from equity, assets and investments have turned to profits. Hence, the conclusions that can be drawn from the analysis of the trends of the profitability ratios are that huge losses have been earned in Marriott International in 2020. These losses have been earned in the organisation mainly because of the Covid-19 outbreak all over the world, closure of hotels for a long time for global lockdown and travel restrictions. However, the organisation has been successful in earning profits in 2021, which can be seen in the increasing trends of all the profitability ratios between 2020 and 2021.
Liquidity
According to Kadim et al. (2020), liquidity ratios can be defined as the group of financial ratios that reflect the capacity of a company to meet its current debts and financial obligations. The following is the liquidity ratios analysed for Marriott International for 2020 and 2021 –
Ratios	2021	2020
Current ratio	0.5659	0.4911
Operating cash flow per share	- 1.4565	0.0083
Free cash flow per share	- 2.3594	1.161



Figure 3: Liquidity ratios of Marriott International
The evaluation of the liquidity ratios of Marriott International reflects that the current ratio of the organisation has increased from 2020 to 2021. As a result, an increasing trend can be seen in this liquidity ratio of the organisation. However, the operating cash flow per share as well as the free cash flow per share reflects a decreasing trend. In the year 2020, both these ratios had positive figures, which have changed to negative figures in the year 2021. Accordingly, it can be observed that huge decreases have occurred in the liquid position of Marriott International. Hence, the conclusions that can be drawn from the trends in liquidity ratios is that the liquid position of this hospitality organisation is extremely poor and immediate improvements are needed.
Gearing
Gearing ratios are referred to as the financial ratios, which indicate the financial leverage of a company (Kariyawasam, 2019). It shows how the operations of a company are financed by its debts and equity while reflecting its capital structure. The following is the gearing ratios analysed for Marriott International for 2020 and 2021 –
Ratios	2021	2020
Long- term debt / capital	0.8684	0.9554
Debt / equity ratio	7.1697	24.1302



Figure 4: Gearing ratios of Marriott International
The evaluation of the gearing ratios of Marriott International reflects that the both the long-term debt / capital and debt / equity ratio of the organisation have decreased from 2020 to 2021. These decreases indicate a decreasing trend in the gearing ratios of the organisation. However, this decreasing trend is an indicator of the improvement of the financial leverage and solvency of Marriott International. This is because the lower the gearing ratios of an organisation, the better is its solvency. As a result, it can be concluded that the gearing ratios of this hospitality organisation actually reflect increasing trends, thereby indicating improvements in its gearing between 2020 and 2021.
Based on the above discussions, it can be stated that the profitability, as well as the liquidity of Marriott International, have improved considerably from 2020 to 2021. The improvements in these ratios have been substantial improvements can be noticed in the performance of this hospitality organisation. However, extremely poor and deteriorating trends can be seen in the liquid position of Marriott International. Immediate improvements need to be made in its liquid position. To recommend its liquid position, the organisation is recommended to cut back on its costs, manage its payables and receivables efficiently and use long-term financing instead of short-term financing. Controlling overheads, selling off unnecessary assets and automation of credit control are a few other recommendations for improving the liquid position of Marriott International.
Knowledge from Ratio Analysis
Ratios have several types of advantages (Sunardi et al., 2020). They help organisations in different ways. As discussed above, it can be determined that ratios help largely in hotel management. However, there is a range of limitations present in ratios. The following is a detailed discussion on the limitations of ratio analysis –
Inflation effects – All financial statements are released periodically due to which there are time differences amongst all releases (CFI, 2022). If inflation occurs between these periods, financial statements fail to reflect real prices. Due to this, the numbers in different periods are not comparable, which makes ratio analysis incorrect in various instances.
Non-financial performance – The ratios calculated and analysed for companies have the ability of reflecting only their financial performance. They are unable to examine the non-financial performance of companies. However, the non-financial performance has several effects on the success of companies, which ratios fail to evaluate.
Manipulation of financial statements – All ratios are calculated and interpreted based on the financial statements of a company (Svabova et al., 2020). However, financial statements are usually subject to manipulation, as the managers of a company often change financial statement figures for their own benefits, thereby making ratio analysis inefficient.
Historical information – The information provided by ratio analysis depends on the actual past results that a company releases. As a result, ratios do not necessarily reflect the future performance of a company.
The managers of Marriott International must consider all these limitations related to ratio analysis when using ratio analysis for financial management purposes. In case if these limitations are not considered, they can make several incorrect analysis and decisions, thereby affecting the organisation’s financial management. The understanding of ratios as well as their fluctuations is important for all organisations (Robinson, 2022). An importance of this understanding is important for hotel management as well. This is because an understanding of ratios and the fluctuations of ratios is important for the analysis of the information that is present in the financial statements of hotels. For example, an understanding of ratios and the fluctuations of ratios of Marriott International helps its managers in analysing all the figures recorded in its income statements, balance sheets and cash flow statements. 
Accordingly, the managers of the hospitality organisation can evaluate its profitability, liquidity, gearing and other aspects of financial performance and position. The improvements or deteriorations in the organisation’s financial performance and position can be identified while necessary steps and measures can be adopted for improvements. Similarly, the fluctuations in ratios help the managers of hospitality organisations to examine the efficiency of their decisions and strategies previously made and adopted. Deteriorating trends show poor decisions while improving trends show efficient decisions. If poor decisions are identified, further decisions are made to improve the hospitality organisation’s performance. In this manner, an understanding of ratios and the fluctuations of ratios help in ensuring good hotel management.
 
Benefits and Limitations of Ratio Analysis
According to CFI (2022), ratios are the metrics, which measure the relationship that is existent between two or more than two components present in the financial statements of a company. They are calculated solely based on the financial statements of a company for gaining meaningful information. Based on ratios, the managers of a company and a range of its stakeholders can be examining its leverage, growth, liquidity, profitability, valuation, margins and rates of returns. Ratios can be divided into various types, which include profitability ratios, efficiency ratios, leverage ratios, liquidity ratios and market values. Out of these ratios, profitability, liquidity and gearing are the three most important indicators of the financial performance and position of a company. The calculation and analysis of ratios are beneficial for the evaluation of the strengths as well as weaknesses of a company’s performance. They also help in predicting the future performance of a company.
The discussions made in the previous section helped in determining the limitations of ratio analysis. However, there are several benefits and importance of ratio analysis as well (Laitinen, 2018). For example, ratios are beneficial for the validation and disapproval of the investment, financing and operational decisions of a company. They help in summarising the financial statements of a company into comparative figures. This in turn assists the management of a company in evaluating and comparing its financial performance and position. Based on this evaluation, the managers of a company validate and disapprove various types of investment, financing and operational decisions. 
Moreover, ratios help the managers of a company in the identification of its problem areas (Kliestik et al., 2020). The pinpoint of such problem areas help the managers in making decisions through which these problems can be resolved and improvement can be ensured in a company’s performance. Ratios also allow the managers of a company to compare the performance of a company with other companies in the industry and industry standards or benchmarks. Based on these comparisons, the managers of a company make decisions about changing its business strategy or adopting new initiatives so that a competitive edge can be achieved. This in turn can lead to the overall improvement of the financial performance of a company. Hence, ratios have great importance in decision-making.




Conclusion
Therefore, from the findings of the assignment, it can be concluded that similar to all other industries, financial management is important in the hotel industry. The findings also reflect that the analysis of the financial statements of a hotel organisation is one of the best ways in which organisations in the hotel industry can ensure their financial management. Moreover, the interpretation of the ratios of Marriott International for the years 2020 and 2021 reflected that the organisation had a poor performance in 2020. Considerable improvements can be noticed in the profitability and gearing ratios of the organisation 2021. However, the liquidity of the organisation is still quite poor with further deteriorations in 2021, which needs to be improved. The ratio analysis also helped in understanding how ratios help in hotel management through making decisions on improving future performance and others. On the contrary, the limitations of ratio analysis, for example, the failure of considering inflation, inability of considering non-financial performance and others could be determined. The importance that ratios hold in decision-making could be analysed as well.
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