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Executive Summary

This report's purpose is to get Marriott hotels ratios and analyse it by evaluating their performance. This report will focus on the non-financial performance will aid for the economic performance in the future. It has been shown numerous times in the industry that it is vital to measuring a company's performance.
This report examines the ratios relating to gearing, liquids, and profitability. This report will provide solutions to problems Marriott may face so that they can sustain their place in the market. This report will analyse their performance from the years 2020 to 2021. Liquids ratio shows their ability to cast an asset into cash. Gearing ratios evaluates the financial leverage a company has. Profitability ratio assesses the amount of profit they can earn.
This report is intended for the management in Marriott so they can avoid future obstructions and financial roadblocks. We state the problems and advantages so that they can understand the efficiency of ratio analysis. This information will bring promising results for Marriott.
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Introduction

Marriott is a notable company within the United Kingdom. We will be looking at the ratios from 2020 to 2021 to help the financial analysis. After a deep evaluation of the balance and profit, Marriott will be able to identify the prevalent trends in the ratios. A conclusion will be made after computation of the liquidity, profitability, and gearing. Doing this will provide indicators to users based on accurate and information and financial analysis results are based on a diagnosis of return and risk. (Babalola and Abiola, 2013). This could be correlated to Marriott as they could use these indicators to calculate advantageous business moves which will help their business course of action. Some pivotal ideas to implement to ensure that Marriott successfully manages its expenses and costs may be evaluating whether revenue needs to be increased in one ratio environment other than an alternative one, recording budgets and expenses will give them an idea of their functional their business conduct is or if the ratios are correctly balanced financially. The 3 ratios that will be examined are the liquids ratio, profitability ratio and gearing ratio. These ratios will aid the assessment of the operations between 2020 to 2021 and see their level of success. These ratios will also aid the measuring of the change between the 2 years and get the reason for the year with the larger profit. The identification of the anomalies and the cause of the anomalies are critical for this analysis. The profits will be examined by the hotel profit and by banker/financial aides/investors. This report aims to compare the hotels performance with their competitors in the industry. Lots of information (internal and external) is needed to compare their performance.









Financial Analysis Trends

Comparing the Marriott 2020 and 2021 financial ratio performance. You are required to discuss the trends seen in its key financial ratios and draw appropriate conclusions by applying graphs and charts to support your argument. 

Figure 1
Formula 	Ratio 	2020	2021
Gross profits/sales x 100	Gross profit 	13.8019	20.2136
Net profits of the year/sales x100	Net profit 	-2.5258	7.93`
Sales/total assets less current liability 	Total assets turnover	0.428	0.5423
Total debt/total assets	Debt Equity Ratio	24.1302	7.1697
Current assets total/current liabilities total	Current ratio 	0.4911	0.5659




Debt to equity ratio, 




Profitability






Profitability ratios demonstrates the businesses' ability to create a sustainable steam of income. The ratios indicate the level of financial health and the effectiveness of the management of assets. There are 3 profitability ratios this report will focus on; net profit margin (the amount after subtracting all expenses), gross profit (the price of the product after deducting the production cost) and asset turnover (the ratio of total sales or revenue to average assets (Adam Hayes, 2020)). Assessment of the profitability of a company is made on the basis of financial profitability ratios. The ratios measure economic effectiveness. (Rutkowska-Ziarko, A., 2015). The net profit margin has increased from -2.5258 in 2020 to 7.931 in 2021. This is a 10.4568 increase. This shows that the level of management is particularly good. This also may show that there are low costs to deduct from - it is a positive that costs are low but do not compromise costs for quality. It also shows that a company is able to convert sales to profit. The gross profit has increased from 13.8019 in 2020 to 20.2136 in 2021. This is a 6.4117 increase. This is beneficial as plenty of money is left over to pay for the company's overhead costs and non-operating expenses. (Mike Price, 2022). This also shows that there is more revenue to take care of external expenses, this ensures a safe window for the business. The asset turnover has increased from 0.428 in 2020 to 0.5423 in 2022. This is a 0.1143 increase. This is good as it shows that Marriott can efficiently generate revenue from assets. This also may show that the company is generating more revenue per dollar of assets (Adam Hayes, 2022). In 2020, sales were affected due to COVID as at that time many business chains broke down due to the surging number of COVID cases. In 2021 the ratios increased due to the reestablishment of rules, awareness and regulations.

Liquidity


Liquidity ratios measure a business' ability to meet the payment obligations by comparing the cash and nearcash with the payment obligations. (Saleem, Q. and Rehman, R.U., 2011). Liquidity ratios demonstrate the ability of a business to pay of its debt and its safety margin. It means whether a company can pay off its current liabilities with its current assets. There are 3 liquidity ratios this report will focus on; current ratio (the ability to pay short term debt, this could be within a year), quick ratio (quick assets divided by its current liabilities) and debtor days (this is the average number of days it takes for a company to receive the full payment for the invoices given out to customers). The assessment of the liquidity of a company measure whether they can pay of debt, so it is vital for business conduct. The current ratio has increased from 0.4911 in 2020 to 0.5659. This is an increase of 0.0748. This shows that the company is able to pay off short-term debts. Sales were affected in 2020 due to COVID.

Gearing



There is a relationship between the debt and equity. The relationship can be high or low. The relationship depends upon various financial components. These components are be compared with the shareholders equity/capital to company’s debt in various ways. When comparing between the debt and the equity, a leverage will be the result. This leverage will indicate the financial condition of the company. This leverage will demonstrate the degree to which a company’s activities are funded by shareholders funds versus the creditor's funds. Gearing can be driving gear and driven gear. If the driving gear is considered as an equity, then the driven gear will be debt. If the debt is more than the equity then the gearing ratio is higher, this will indicate that the company has a higher degree of financial leverage and is more susceptible to downturns in the economy and the business cycle. This is because companies that have higher leverage have higher amounts of debt compared to shareholders equity. Equities with a high gearing ratio have higher amounts of debt to service. While companies with lower gearing ratio calculations have more equity to rely on the financing. A gearing ratio may be the debt-to-equity ratio. This was 24.1302 in 2020 and decreased to 7.1697. This is a decrease of 16.9605. This shows that a lower amount of financing by debt via lenders, versus funding through equity via shareholder (Andrew Bloomenthal, 2022). This is an improving point for Marriott hotel. Compared to Hilton hotels decrease from 1.661 in 2020 but in 2021 there was 1.1038. this is only a 0.0623 decrease. This shows that hilton managed that year way better than Marriott and that they need improvement on this matter.

Knowledge from Ratio Analysis

Some knowledge of ratios and their fluctuations is essential including for hotel management is vital for business operation as it gives stakeholders an understanding of the long-term solvency of a firm in the hospitality industry (Evan Tarver, 2021). This is vital as the stakeholders may be interested in more stakes which could potentially increase the value of the business.

Benefits and Limitations of Ratio Analysis

There are benefits and limitations of ratio analysis. Some limitations of ratio analysis may be that it is historical information - meaning that it is information from the past meaning it may not necessarily represent future company performance. (CFI team, 2022). This may be a limitation as we can predict the future but cannot change the past. Other limitations may be manipulation by higher ups - this may mean that some people deflating current period expenses (Troy Adkins, 2021). Another limitation may be that it is difficult to recognise whether a ratio is beneficial or negative as a high current ratio may indicate a strong liquids position which is good, but excessive cash is bad (Lesakova, 2007). Another limitation may be that seasons affect business. An example may be that on the World Cup season people may come to a specific place at a specific time. This will create a surge of income in a small amount which will make other ratios look bad as that ratio is exceptionally good. A final limitation may be that inflation causes fluctuating results as inflation affects inventory values and depreciation, as well as profits. (Rosemary Carlson, 2022). There are many benefits of ratio analysis. Such as: it provides many indicators to act upon, it gives guidance to entrepreneurs when creating business plans or preparing presentations for lenders and investors (David Ingram, 2019). Another benefit may be that it provides trends. An example could be that it shows which trends are highly prevalent in the industry, this allows the company to create benchmarks to act upon. Another benefit may be that it shows the effectiveness of judgement, this is vital as it shows how well the management is making decisions (Dheeraj Vaidya, 2019). Another benefit may be that it helps show weaknesses. This may attract the attention of management which will then work on the problem. Another problem may be that it attracts investors. This is only applicable of the company is positively performing. It shows much is it worth investing in the company (Shradda Sureka, 2020). This may lead to a positive multiplier effect of attracting more investors.






Conclusion (average of 10% of word count)

A conclusion of this report is that gearing ratios are a group of metrics that indicate the financial strength of comparing the shareholders equity to the firm's debt. This helps evaluate the financial stability and the amount of leigh weigh in the firm. It is also a measure of how much of a company's plans are funded by debt and how much are funded by shareholders equity. When comparing this against competitors in other industries. Liquidity ratios shows how easily an asset can be converted into cash without affecting its price on the market. Current and quick ratios are the common measures of liquidity. Cash is also the most tangible asset. Profitability ratios show the potential of a company to earn assets via all its operations. This indicates the efficiency of value for shareholders. Higher ratios offer more ratios compared to other companies. Ratios help compare companies with other companies as they look at assets, stock and may factors which help a companies growth. They also measure the companies performance against its historical numbers. This may be beneficial as the reason why the ratio increased/decreased can be found out by looking at the companies business decisions. Ratio analysis is a quantitative method of gaining insight into a company’s liquidity, operational efficiency, and profitability by analysing its details such as the balance and its income details. Ratio analysis gives insight to a company which may be beneficial, they need to be dealt with side to side with other demographics to full understand a companies financial position. It helps to evaluate how a company performs over a time period, comparing to a mother company helps this. Ratio analysis may be limiting as these benchmarks are set by other companies and Marriott is at the top of the band.
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