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Executive Summary
Ratio analysis is considered as an effective tool that is used by the organisation to conduct a quantitative analysis of data that is presented in a company's financial statements. With the help of ratio analysis, the evaluation of a range of aspects of a company can be done in terms of financial performance, such as “its profitability, liquidity, and solvency”. Ratios can also be implemented to effectively compare a company's financial performance to that of its industry peers or to the performance of the overall stock market. The report has presented the ratio analysis of Marriott International. 
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Introduction
Ratio analysis is a powerful tool which is helpful in financial planning. It helps the management in forecasting and planning in various areas like production, sales, cash, etc. In this report, the case scenario of Marriott International will be considered (Wei, 2018). Marriott International is a global hospitality company and “one of the world’s leading hotel” operators with more than 6,500 properties in 127 “countries and territories”. Founded in 1927 by “J. Willard and Alice Marriott”, the company has developed into a leading global hospitality brand with a portfolio of 30 brands that include “Ritz-Carlton, The Ritz-Carlton Reserve, St. Regis, W Hotels, EDITION, JW Marriott, The MLuxury Collection, Marriott Hotels, Westin, Le Méridien, Renaissance Hotels, Sheraton, Marriott Vacation Club” and so on.  In 2021, Marriott International's revenue was 13.86 billion, with an operating income of over 1.75 billion (marriott.com, 2022). The number of employees as of 2021 is over 120,000. Apart from that, the company has a total asset of over 25.55 billion and equity of over 1.41 billion in 2021. The company is led by President and CEO Arne Sorenson. In this report, the ratio analysis of Marriott International will be done. In addition, the benefits and limitations of ratio analysis will also be explained. Thus, the importance of ratio analysis in the decision-making process of a company will also be discussed. 














[bookmark: _Toc121259768]Financial Analysis Trends

The report analyses Marriott International’s financial statements in order to give an insight into the financial health of the company. To do this, the report firstly looks at the liquidity ratios of the company and compares it with industry averages. It is also important to consider the profitability ratios of the company and compare it with industry averages (Cottrell, 2010). Financial ratio analysis is one of the most important tools that Marriott International can use to make informed decisions about the company's financial health and performance. By analysing key financial ratios, Marriott International can identify trends and potential problems early on, which can help the company make decisions that improve its financial health and performance.
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“Gross profit margin” is the ratio of gross profit to revenue, usually articulated as a percentage. It measures the profitability of a company's core business activities by excluding the “cost of selling, general, and administrative expenses”. The “return on capital employed (ROCE)” is a financial ratio that measures the profitability of a company (Carter et al., 2017). Operating profit is the profit that a company makes from its normal business activities. It is calculated by subtracting the company's operating expenses from its revenue. “Capital employed” is considered as the “total amount of capital” that a company has invested in its business. It includes both debt and equity capital. The ROCE ratio measures how efficiently a company is using its capital to generate profits. “A high ROCE ratio” indicates that the company is profitable as well as allocating its capital efficiently. “A low ROCE ratio” indicates that the company is not as profitable as it could be and is not using its capital as effectively as it could be.
	Particulars
	Formula 
	2021
	2020

	“Gross profit margin”
	“(Gross profit / Sales) x 100”
	“(2801 / 13857) x 100 = 20.20%
	“1459 / 10571) x 100 = 13.80%” 

	“Net profit margin” 
	“(Net profit / Sales) x 100”

	“1099 / 13857) x 100 = 7.90%”
	“-267 / 10571) x 100 = -2.50%”

	“Return on capital employed”
	“(Profit before interest / Capital employed) x 100”
	“(1750 / 13857) x 100 = 9.10%” 
	“(84 / 10571) x 100 = 0.40%” 

	“Assets turnover ratio”
	“[Revenue /  (Total assets - Current liabilities)] x 100”
	“[13857/ (25553 - 6407)] x 100 =72.40%” 
	“[10571/ (24701 - 5752)] x 100 = 55.80%” 

	“Working capital turnover” 
	“[Revenue /  Net current assets] x 100”
	“[13857/ 3626] x 100 = 3.82”
	“[10571/ 2825] x 100 = 3.74”



Table 1: Profitability ratio 
(Source: Learner)

Figure 1: Profitability ratio 
(Source: Learner)
Profitability ratios are used to assess the ability of a firm to accumulate profits. The two major ratio are the “gross profit margin and the net profit margin”. “The gross profit margin” is computed  by dividing the profitability of the company with its sales. On the other hand, “the net profit margin” also depicts the net profitability of the company which is a important factor to assess company financial capability. “The gross profit margin” of Marriott International for the year ended 2020 was 13.80%. which increased to 20.20% in the year 2021. Thus, it can be seen that Marriott International’s gross profit margin has slightly increased from the previous year. However, Marriott International’s net profit margin is higher than the hotel industry average. This means that Marriott International is more profitable than the hotel industry.
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“Liquidity ratios” are considered in order to assess the firm’s ability to cater their short-term obligations. The two main liquidity ratios are the “current ratio and the quick ratio” (Cottrell, 2017).
	Particulars
	Formula 
	2021
	2020

	“Current ratio” 
	“[Current assets / Current liabilities]”
	“[3626 / 6407] = 0.56”
	“[2825 / 5752] = 0.49”

	“Quick ratio”
	“[(Current assets - Inventory) / Current liabilities]”
	“ [(3626 - 0) / 6407] = 0.56”
	“[(2825 - 0) / 5752] = 0.49”

	“Accounting receivable days”
	 “[(Accounting receivable x 365) / Revenue]”
	“[(1982 x 365) / 13857] = 52 days” 
	“[(1768 x 365) / 10571] = 61 days” 

	“Accounting payable days”
	“[(Accounting payable x 365) / Cost of goods sold ]”
	“[(726 x 365) / 11056] = 24 days”
	“[(527 x 365) / 9112]  = 21 days”


Table 2: Liquidity ratio 
(Source: Learner)

Figure 2: Liquidity ratio 
(Source: Learner)
From the above analysis, it can be seen that Marriott International’s current ratio in 2020 is 0.49 which increased to 0.56. However, the company's liquidity is not much based on the industry average. The company has also been able to maintain its accounting payable days which was 21 days in 2020 that increased to over 24 days in the year 2021. In addition, the accounting  receivable days have also improved. In 2020 the receivable days were 61 days which was 52  days in 2021. it shows the effective inflow and outflow of cash to maintain effective liquidity. 
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The gearing ratio is a “financial ratio” that is used to measure a company's capital structure. The gearing ratio is calculated by dividing a company's debt by its equity. A higher gearing ratio indicates a more leveraged company (Cottrell, 2013). Debt ratios are used to measure a company’s ability to service its debt. 
	Particulars
	Formula 
	2021
	2020

	“Debt ratio”  
	“[Total debts / Total assets]”
	“[17732/ 25553] x 100 = 0.69”
	“[18519/ 24701] x 100 = 0.75”

	“Interest Coverage”
	“[Profit before interest and tax / Interest charges]”
	“[1750/ 420] x 100 = 4.17”
	“[84/ 445] x 100 = 0.19” 



Table 3: Gearing ratio 
(Source: Learner)

Figure 3: Gearing ratio 
(Source: Learner)

From the given table, it can be seen that there has been a decrease in the debt ratio of the company. In 2020 the debt ratio was estimated to be 0.75 which decreased to 0.69. However, the company has been able to increase its interest coverage ratio which was 0.19 in 2020 that increased to 4.17. Based on the above analysis, it can be concluded that Marriott International is a financially healthy company and is doing better than its competitors.
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b) “You are to investigate the limitation of ratio analysis, including why an understanding of ratios and their fluctuations is essential for Hotel management in analysing the information seen in their financial statements”
Limitation of ratio analysis
1. Limited historical data: Ratio analysis is based on past performance which means that it is limited by the information available. If a company has not been in existence for a long time or has not filed its financial statements for a number of years, it can be difficult to make accurate comparisons (Cottrell and Morris, 2017).
 2. Accounting policies: Different companies may have different accounting policies which can affect the reported figures. This can mean that the comparability of the results is reduced. 3. Data manipulation: Companies may manipulate their financial statements in order to present a more favourable picture. This can mean that ratios are not as accurate as they should be. 
4. Subjective judgements: Ratio analysis relies on judgements from analysts which can be subjective and lead to incorrect conclusions.
5. Not all aspects of a business: Ratios are only able to provide a limited view of a business and its performance. It does not take into account other factors such as customer service, product quality and employee morale (Kadim et al., 2020).
Having an understanding of ratios as well as assessing their fluctuations allows the company to gain a better insight into the performance of their business. Ratios provide an easy way to compare different financial information such as “profit margin, liquidity, efficiency, and debt levels”. By examining these ratios, hotel managers can identify potential financial problems or areas of improvement and then take corrective action. Ratios can also be considered to compare the performance of different hotels or to compare the performance of the same hotel over different periods of time. This helps hotel managers identify trends in performance and make informed decisions about the direction of the business. Ratios along with their fluctuations are critical tools for hotel management to assess the financial health of their business. Ratios can provide a snapshot of the financial situation of a hotel, allowing managers to identify potential areas of improvement and to make more informed decisions when it comes to budgeting and expense control. Ratios can also help managers to compare their performance to similar businesses in the industry, and to track their progress over time. By understanding and monitoring these ratios, hotel managers can use the data to adjust their strategy and ensure that their business remains competitive.
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c) “Outline your understanding of ratios and its importance for decision making”
Financial ratio analysis is a powerful tool that will allow companies to quickly and easily see how your business is performing in key areas. By tracking the ratios over time, the company will be able to identify trends and make informed decisions about where to focus their attention (Ullah and Malik,  2020). Financial ratios can be used to perform a quick snapshot comparison of a company's overall financial condition in a given year. Ratio analysis is helpful in decision making as it provides a clear picture of the financial condition of the business. It helps the management to make informed decisions. It helps in detecting financial weaknesses. It helps the management to take corrective actions to improve the financial condition of the business. Ratio analysis is helpful in comparing the financial performance of the business with that of its competitors. 
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To conclude, financial ratio analysis is a valuable tool for decision making. It can help managers assess a company's financial health, identify trends, and make informed decisions about where to allocate resources. ratios can also be used to benchmark a company's performance against its peers. With respect to Marriott International’s the company can implement Ratio analysis as a financial tool which allows them to evaluate different aspects of a company’s business. It can be used to compare a company’s financials to its competitors or industry average, or to track changes in a company’s financials over time. Marriott International’s ratio analysis can be used to evaluate the company’s financial health, profitability, and efficiency.
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Liquidity ratio
2021	
Accounting receivable	Accounting payable 	52.206826874503861	23.967981186685961	2020	
Accounting receivable	Accounting payable 	61.046258632106706	21.110074626865671	





Gearing ratio
2021	
Debt ratio 	Interest coverage 	0.6939302625914765	4.166666666666667	2020	
Debt ratio 	Interest coverage 	0.7497267317112668	0.18876404494382024	





Profitability ratio

2021	
Gross profit 	Net profit 	ROCE	Assets turnover	0.20213610449592265	7.9310095980370934E-2	9.1402904000835686E-2	0.7237543089940458	2020	
Gross profit 	Net profit 	ROCE	Assets turnover	0.13801910888279253	-2.5257780720840034E-2	4.4329516069449579E-3	0.55786585044065651	
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