9


MARRIOT INTERNATIONAL INC






Student: Oana Raluca Radu
Lectuer: Dale Clarke
Module: Financial Management For The Hotel Intustry
(BMIH5007)












Executive Summary
Objective of this report was to apply ratio analysis on Marriot’s financial statements and determine a trend. The trend was used to access efficiency of its operations. It has been found that company’s profit increased by around 6% because its revenues increased at a higher rate than its costs. This fact shows that customers are willing to buy its services, which is increasing receivable turnover, which is increasing cash inflow, which is increasing current ratio. This cash is being used for paying off debt; as a result, this ratio has fallen to 7.17times in 2021, thereby allowing the company to reduce its going concern risk. The analysis shows that ratio analysis could be used for increasing hotel performance positively.
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Introduction
About the report
	The report produced below has used ratio analysis for determining a trend in the financial statements. The parts covered included profitability, liquidity, and gearing, doing so reduced the risk of accounting policy affecting financial performance and escaping detection. Based upon this analysis, a conclusion over financial performance is going to be made, which is going to enlighten the upon the technique’s role in decision-making.
Background information on the company
	Marriot is an American hotel group with around 8,000 properties spread around in 139 countries. The hotel owns thirty brands and was founded as A&W root beet stall (Marriot, 2022). Willard Marriot and his wife got it started back in the year 1927 (Marriot, 2022a). They based this stand in Washington D.C. along with their partner, Hugh Colton. The stand did not become a public company until 1953. In 1957, the business diversified into hotel industry by opening its first motor hotel in Virginia and continued on its journey toward what it has become today. 
Financial Analysis Trends
	This technique is also called ratio analysis because it is based upon formulas, which reveal their results either in a ratio form or in a percentage form, which makes these results easier to understand. This form of information also makes creation of a trend easier; trend is a series of change happening in a certain figure over the course of period. Revelation of this trend could allow the management to take remedial action or continue with the strategy and manage performance (Grant, 2021). Since the technique is a ratio, thus, it could be expanded into any part of the company’s supply chain, however, the condition of generated information falling under following categories or at the least linking with them remains applicable at all time. 
Ratio or Margin 	2021	2020
Gross Margin	20.21%	13.80%
Receivable turnover	         6.99 	         5.97 
Current Ratio	         0.57 	         0.49 
Debt to Equity Ratio	         7.17 	       24.13 

Profitability
The term profit means net figure computed after subtracting costs out of revenues earned. Since costs could be fixed as well as variable and needing cash payment as well as might be in a notional form, thus, as per situation, the approach is varied. Since inclusion of notional items often taint financial performance, thus, cash based figures are included (Bugnosen et al., 2021). Doing so reduces risk of misstatement.
Gross Profit
	This figure is also called operating profit and it includes costs that make it possible for the company to earn revenues (Wan, 2019). These costs include, cost of sales, which include raw material labour and other direct expenses without which final product cannot be created. This fact is the reason that gross margin is viewed internal processes efficiency from input and output point. Higher the gross margin, lower the amount of input being consumed (Kenchington, Wan, and Yüksel, 2019). Hence, higher the chance of firm being able to retain its competitive advantage by either maintaining a lower product price or redeveloping the product because of ability to spend higher amount on research and development. Since research and development play an indirect role in gross profit, thus, it is included in operating margin. This figure includes marketing, distribution, and other direct costs that allow the company to operate smoothly (Gursoy, and Chi, 2020).
Liquidity
	Liquidity is the capability of the organisation to pay off its operating expenses in cash or with assets that are deemed as convertible in cash at terms equivalent as cash. This fact is the reason that profitability is computed differently but viewed with liquidity because different between inputs and output is going to influence amount of cash generated from operations (Pape, 2020).
Current Ratio
	This ratio shows how much ratio of total current assets could be used as a payment against operating expenses. It needs to be used maintaining balance between liquidity and profitability because too high reserves could risk it with theft, obsolescence, and other losses types (ur Rahman, Iqbal, and Nadeem, 2019). On the other hand, low reserves could mean disruptions in supply chain because of firm’s ability to source labour or raw material.
Gearing
	Gearing is the ratio that reveals influx of debt in firm’s total capital, it is important because a debt capital costs lower than an equity capital. However, requires fixed payment on annual bases in cash and the rate of this payment depends on the risk of firm’s gearing (Effiong, Asuquo, and Enya, 2020). Higher the gearing levels, higher the rate and more the chances of bankruptcy. The reason, interest payment is enforceable by law. That is why this ratio is also called firm’s leverage, to use a cheaper source of finance and stop using it before the limit, after which a higher rate of interest is going to be put upon firm.
Debt to equity ratio
	This ratio reveals a break-up of firm’s capital structure between equity and debt finance. It is an important ratio because based upon it; the firm could reduce high risk of gearing against going concern assumption. Moreover, investors and banks use this ratio to offer sources of funds to organisation.

Knowledge from Ratio Analysis
If the chart contrived above is looked through, it could be seen that well-connected trend is arising. Assets and there triggers in the shape of gross margin are changing positively, whereas debt ratio is falling. This mixed combination is not opposing each other; it is rather augmenting each other and overall leaving a positive influence upon the Marriot group’s performance. According to Effiong Asuquo and Enya (2020), higher integration of debt capital in a firm could lower its liquidity because of increased finance charge payment and its need to be paid in cash. The fall in the ratio is thus going with higher financial performance. 
It could be seen that the Marriot PLC in the year 22021 has reduced its debt to equity ratio because of a positive change in gross margin. The change is around 6.2%, upon close review, it could be seen that costs of sales have inclined by 21.33%, whereas revenues have increased by 31.085%. These figures on one hand are generating cash and receivables, which is why; current ratio has improved by 16.23%. The reason is that inventory’s sales has gotten better and receipt of cash inflow from operations has expanded. On the other hand, varied change in sales and cost of sales are yielding a difference of about 9.5%, some of which have been retained as retained earnings. Retained capital according to Pecking order theory is the least costly capital, and is thus called equity capital because the owners of Marriot have retained it; this capital has been used for paying off debt. That is why; debt to equity ratio has also reduced to 7.71% from 24.12 in 2020. 
Benefits and Limitations of Ratio Analysis
The ratios are more than a mix-up of a formula, the reason is the formulas is made up of an accounting head that is appearing in the financial statements and as these financial statements are a by-product of double entry book keeping system. Therefore, a change in one head means change in the other head of account. For instance, in the chart above, gross margin increased because sales increased, and cost of sales reduced. Sales were increased because Marriot is offering value adding services and eliminating non-value adding activities. It is sourcing only needed inventory and thus reducing the need of cash in operations and attracting quicker payment (accounts receivables) from customers (Keasey, and Watson, 2019). Inclined sales are also widening cash on hand, a change of 58.83% in 2021 from 2020, because more customers are becoming attracted to brand because of increased brand rating on social media. Increased cash on hand is being as CAPEX or paying off debt capital, which is increasing return on assets as finance expenses are lowering. 
While the management could directly determine a trend in financial statements by comparing periodic figures of each head of account, however, ratio analysis permits identification of an abnormal trend between two heads of accounts. For example, it would have been odd, if gross profit would have increased but cost of sales have grown at a higher pace. The reason is that then it, would have been highly probable that credit terms had been changed in order to attract customers to the brand. However, the trend would have not been identified because the formula would still have shown widening gross profit (Keasey, and Watson, 2019). 
Conclusion
	The report produced above found that the Marriot’s profitability has increased by about 6%; the reason is change in cost of sales being lower than change in revenues. The company has been able to expand its revenues because it is managing its operations well; it is engaging with customers and using its resources to offer them specific value. As a result, Marriot’s receivable turnover has increased to 6.99times in 2021 from 5.97times in 2020. The increased liquidity is allowing the company to pay off its debts, consequently, its debt ratio had fallen to 7 times 2021 from being 2 4times in 2020. As a result, the company has been able to increase its leverage and reduce the risk to its going concern level. It has been using retained profit, which is the cheapest source of finance as its cost is zero because it is generated internally.	
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