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Executive Summary

The purpose of this report is to analyse Marriott International, Inc’s financial position for the years ended 2020 and 2021 respectively. This will be done by analyzing the company’s trends in its key financial ratios across the two years period. The ratios to be covered include profitability, liquidity, and gearing ratios. By doing so, the report will outline the limitations of ratio analysis in evaluating the financial performance of a company (Marriot Intl, Inc.) and also state the importance of financial ratios and ratio analysis in decision making. The conclusion of the report will provide a summary of Marriott’s financial health based on the trend analysis of its key financial ratios including profitability, leverage, and liquidity ratios for 2020 and 2021. 
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Introduction

Financial ratios are one of the metrics used to measure a company’s financial position over a given period. This report aims to provide insight into Marriott International, Inc’s financial position for the years ended 2020 and 2021 by performing a trend analysis for the company’s key financial ratios. The report will also discuss the limitations and benefits of ratio analysis in evaluating a company’s financial performance (Marriot Inc) and state the importance of financial ratios and ratio analysis in decision-making.
Marriott International, Inc is one of the leading global multinational corporations in the tourism and hospitality sector. The company deals with worldwide operations, franchising, and licensing hotel, residential, and timeshare properties under numerous brand names at different prices and service points (Marriott.com). Marriott International, Inc was founded by J. Willard Marriott and his wife, Alice Marriott, in 1927. The company is headquartered in Bethesda, Maryland and operates in more than 139 countries and territories with over 8000 properties worldwide (Marriott International, 2022). Marriot Inc also has a strong brand portfolio grouped into three quality tiers: luxury, premium, and select. The distinctive brand portfolio offers the most compelling range of brands and hotels in hospitality. Such brands include but are not limited to Marriott Hotels, Sheraton, Delta Hotels, Marriott Executive Apartments, Marriott Vacation Club, Residence Inn, Fairfield, SpringHill Suites, Four Points, and TownePlace Suites. 

Financial Analysis Trends

In most cases, financial trend analysis is used for comparability purposes, particularly from one accounting period to the other. Therefore, financial trend analysis for Marriott Inc involves a comparison of the company’s 2020 and 2021 financial ratio performance and observing the trends in the key financial ratios across the two years. The key financial ratios, in this case, include profitability, liquidity, and gearing or leverage ratios.

Profitability
Profitability ratios measure the management’s effectiveness, as shown by returns generated on sales and investment. The ratios show how successful management has been in generating profits of profits for the company over a particular period (Welc, 2022). Examples of profitability ratios include gross profit margin, operating profit margin, net profit margin, return on assets, equity, and investment return.
Gross Profit Margin
This ratio shows how well a company manages its cost of production or service concerning distribution and administration costs. The gross profit margin is computed by dividing gross profit by net sales and multiplying the result by 100%. A higher GP margin implies that the company is effectively managing its production costs or cost of sales and keeping them lower. In contrast, a lower GP margin means the business has higher production costs. For instance, a gross margin of 55% implies that for every dollar in the sales made, the company earned 55 cents in profit but spent 45 cents in producing the goods sold. 
For Marriott International, Inc., the GP margin in 2020 was 13.80% and later increased upwards to 20.21% in 2021, as shown below. This implies that in 2021, for every dollar of revenue generated by the company, the company earned an additional gross profit of 0.06 cents (20.21% - 13.80%) compared to 2020. An increase in the GP margin ratio implies an increase in the gross profit and a reduction in the production or service costs over the period. Therefore, the upward trend in the gross profit margin ratio shows that Marriott’s management minimized the company’s hotel and other revenue-related service costs in 2021 compared to 2020. 


(Marriott gross margin, 2020-2021) 
Operating Profit Margin
Operating profit margin ratio shows the efficiency with which an entity manages and controls its costs in generating profit from sales (Ross, 2015). This ratio is computed by dividing the operating profit by net sales and multiplying the result by 100%. The graph below shows Marriott’s operating income and operating margin from 31 December 2020 to 31 December 2021.


(Marriott operating profit margin, 2020-2021) 
From the above graphs, Marriott Inc’s operating profit margin increased 0.79% in 2020 to 12.63% in 2021. This implies that for every dollar sales in 2021, the company made a profit of $0.13 and incurred operating costs of $0.87 cents. In 2020, the company made a profit of $0.0079 cents and incurred operating costs of $0.99 cents in costs for every dollar sales. A comparison of operating margin for the two years shows that there is an upward trend of the ratio from 2020 to 2021. Therefore, Marriott’s management lowered its operating expenses in generating profit from sales in 2021 compared to 2020 which resulted to an increase in the operating margin. 
Net Profit Margin
	The net margin ratio shows how well a company controls its production or service costs, operating, and financing costs to generate profit from sales (Welc, 2022). The higher the net margin ratio the higher the net profit generated by a company. The graph below shows the trend for Marriott’s net margin for 2020 and 2021 respectively. 


(Marriott operating profit margin, 2020-2021) 
From the above graph, there is an upward trend for Marriott’s net profit margin from 2020 to 2021 respectively.  The company’s net margin increased from -2.5% in 2020 to 7.9% in 2021. This implies that the company‘s effectiveness in managing costs to generate reasonable profits from sales improved in 2021 compared to 2020.
Return on Assets
This ratio shows a how well a company uses its assets to generate income. It shows how profitable a company is in relation to its total assets. According to Nalurita (2015), a higher return on assets implies that a company is effectively using its assets to generate profit.  The graph below shows Marriott’s return on Assets for 2020 and 2021. 


(Marriott return on assets, 2020-2021) 
	The graph shows an increasing trend in the company’s return on assets. Marriot’s ROA increased from -1.08 as at December 2020 to 4.3 as at December 2021. This shows that the company’s assets were properly used to generate income in 2021 compared to 2020.
Return on Equity
	ROE shows how well and how much profit a company makes from each dollar invested by investors. Based on the graph below, there is an upward trend in Marriott’s ROE. The ratio increased from -62 in 2020 to 77.73 in 2021. This implies that the company effectively used the shareholders’’ funds to generate income in 2021 compared to 2020.


(Marriott return on equity, 2020-2021) 

Liquidity
Liquidity ratios measure a firm’s ability to meet its short-term maturing obligations as and when they fall due (Ehiedu, 2014). The major types of liquidity ratios are current ratios and quick ratios. Short-term obligations, in this case, are short-term liabilities that are due within less than 12 months. The current ratio is the key liquidity ratio for Marriott International Inc., as disclosed in its ratios for 2009 to 2022. 
Current Ratio
           According to Saleem and Rehman (2011), the current ratio measures a corporation’s ability to pay its short-term obligations by using its current assets, such as cash, inventories, and trade receivables. The ratio is computed by dividing total current assets by total current liabilities. A current ratio above 1 implies that a company has more current assets than current liabilities; hence it can pay its short-term liabilities without any financial distress. A current ratio below 1 shows that a company has fewer current assets than current liabilities and hence has a poor liquidity position. The graph below shows the trend in Marriott’s current ratio from December 2020 to December 2021.


(Marriott current ratio, 2020-2021)
The above graph shows an upward trend in Marriott’s current ratio from 2020 to 2021. The current ratio increased from 0.49 in 2020 to 0.57 in 2021. Although h there is an upward trend, the ratio is still below 1. This implies that the company had fewer current assets than current liabilities hence a poor liquidity position.
Gearing
Gearing ratios are also called leverage ratios. These ratios measure the extent to which a company uses assets financed through other means than shareholders’ equity. They also measure the extent to which a company is financed through debts versus shareholder’s equity. Generally, gearing ratios measure a company’s leverage position and financial stability. Marriot International l Inc’s major gearing ratios include debt-to-equity and long-term debt-to-capital ratios. 
Debt to Equity Ratio
           The debt-to-equity ratio measures the proportion of a company’s capital funded by non-owners to owners’ capital contribution to the company. A debt-to-equity ratio of more than 100% implies that a company is financed more by debts than equity hence it is highly geared. The graph below outlines Marriott’s debt-to-equity ratio trend for the years ended 2020 and 2021, respectively. From the graphs, it is clear that Marriot’s debt-to-equity ratio is downward across the two years. The ratio dropped from 24.13 in 2020 to 7.17 in 2021. The decline in the ratio is due to a continuous increase in equity financing compared to debt, as shown in the shareholders’ equity and long-term debt graphs. 



(Marriott debt/equity ratio, 2020-2021) 

Long-term debt to Capital Ratio
           This ratio is also known as the capital gearing ratio. The ratio measures the proportion of long-term debt financing to capital employed by a company. A capital gearing ratio above 50% implies that a company has more debts and hence is highly levered. The ratio is computed by dividing a company’s total long-term debt by its total capital. Marriott’s long-term debt-to-capital ratio was downward between 2020 and 2021. The ratio dropped from 0.96 (96%) in 2020 to 0.87 (87%) in 2021. Therefore, the company is highly geared despite the declining trend in the capital gearing ratio.
Knowledge from Ratio Analysis
           Although ratio analysis is essential for understanding the financial performance of a business, it has its drawbacks. Firstly, Ratios are subjective to accounting information dependent on the accounting procedures implemented by a certain firm, thus making it difficult to perform a cross-sectional analysis. It is difficult to categorise firms due to diversification; for instance, some companies have more than one line of business and fall into numerous industries (Penman, 2010). This makes ratio comparison to be very complicated. 
           Secondly, ratio analysis is somehow irrelevant because ratios are computed based on historical figures. Ratios rely on historical data that may or may not be relevant in determining and making future decisions. Lastly, another drawback of ratio analysis is that ratios might be useful only in the short run but not in the long run. This is because ratios are computed at a specific point in time, and circumstances may have changed when they are assessed for decision-making.
           Therefore, properly understanding ratios and ratio analysis is essential for hotel management. This is because financial ratios will guide the hotel management in knowing whether the company is headed in the right direction regarding financial performance. The fluctuations in the ratios will show some deficiencies in some of the hotel’s financial items. They will assist the management in making the right decision to strengthen the firm’s overall financial performance.    
Benefits and Limitations of Ratio Analysis
Ratios play a critical role in evaluating a company’s financial performance. According to Palepu et al. (2020), ratio analysis helps to detect and investigate inconsistencies in financial statements that may arise due to errors and fraud. Ratio analysis is also very useful in providing detailed information about a company’s financial health and prospects. Through ratio analysis, the users of a company’s financial statements can properly compare, evaluate and understand the company’s information on profitability, liquidity, earnings, extended viability, and other related topics. The outcomes of such comparisons and evaluations can help the users of the financial statements, particularly investors and shareholders, to make much better decisions when choosing companies in which to invest. Ratio analysis also provides insightful information about a company’s financial performance and position. This allows managers and directors to observe financial position trends by comparing the company’s performance in one year to another or with other companies in similar industries.
 Lastly, ratios help to forecast a company’s future financial performance and stability relative to its current level of performance. This happens by observing and studying trends in the company’s current and past key financial ratios. However, in addition to the discussed limitations above, ratios are very sensitive, and any information provided in the financial statements should be accurate. Otherwise, they might give misleading results and misdirect the users. Also, ratios are complex to understand and might not be well understood by the users.
Conclusion 
In conclusion, the computed ratios for Marriot International Inc in 2020 and 2021 show the company’s performance and trends in profitability, liquidity and leverage. Financial trend analysis for all the profitability shows an upward trend in the company’s profitability. The liquidity ratios are on an upward trend, whereas the gearing/leverage ratios, on the other hand, show a downward trend. Therefore, it can be concluded that the company maximises profits at minimal costs, as depicted by the increasing trend of profitability ratios. Also, the company’s liquidity position improved in the two years since the liquidity ratios increased. However, Marriott still has a poor liquidity position since the current ratio is below 1. This implies that the company has fewer current assets than current liabilities and cannot comfortably pay its short-term obligations. Finally, the company’s leverage position improved over the two years, implying that debt and equity finance the company. Although the proportion of debt to equity is slightly higher, it is on a declining trend, implying that the company is shifting toward equity financing to raise capital from shareholders to finance its operations. Therefore, ratios are very important since they provide useful information about a company’s liquidity, profitability, leverage, and market performance (Alvarez. F & Fridson. M. 2011). They also allow managers to observe financial trends over the past few years and forecast the future.
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