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[bookmark: _Toc118535069][bookmark: _Toc118541786]Executive Summary
Ratio analysis is a statistical technique used to assess profitability, liquidity, and efficiency by comparing key figures from a company's income statement and balance sheet. The hotel chain Marriott International, Inc. (which was founded in 1927) is the subject of this report's financial analysis. The business has seen rising profitability as of late. As shown by the ratios, profitability has increased in 2021. In 2021, Marriott International's liquidity has strengthened as seen by an increased current ratio and a stable quick ratio. The effectiveness of asset utilization, receivables management, and payables control at Marriott International has been enhanced. The debt level has been lowered, and the firm is meeting its present-day capital needs via a combination of internal and external stock financing. A higher interest coverage ratio also indicates more money is available to pay interest. Despite its limitations, ratio analysis is a very useful tool in many contexts. Ratio analysis is useful for gauging efficiency and gaining insight into business practices.
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[bookmark: _Toc118535070][bookmark: _Toc118541787]1.0 Introduction
[bookmark: _Toc118535071]Profitability, liquidity, and efficacy may all be gleaned from a company's income statement and balance sheet with the use of ratio analysis, a statistical method (Vaidya, 2019). Although financial ratios are often used, it is crucial to have a solid understanding of their benefits and drawbacks for optimal use. Therefore, it is essential to have an in-depth knowledge of the significance and use of financial ratios (Robinson, 2020). Marriott International, Inc., a hotel firm established in 1927, is the subject of this report's financial analysis. The corporation operates in 139 different countries with 30 different brands and approximately 8,000 different properties (Marriott, 2019). To aid management in assessing financial performance, this report provides an analytical comparison of performance between 2020 and 2021. Ratio analysis is discussed in-depth, along with its benefits and the caveats that management and financial analysts should keep in mind.
[bookmark: _Toc118541788]2.0 Financial Ratio Analysis
The 2020 and 2021 horizontal analysis compares the balance sheet and income statement of Marriott International.
2.1 Income Statement and Balance Sheet Horizontal Analysis
	Marriott International, INC

	Income Statement

	 Particulars
	2020 ($Million)
	2021 ($Million)
	Change ($Million)
	% Change

	Sales
	10,571
	13,857
	3,286
	31.09%

	Cost of Goods Sold
	9,379
	11,064
	1,685
	17.97%

	Gross Profit
	1,192
	2,793
	1,601
	134.31%

	Operating Expenses
	1,108
	1,043
	-65
	-5.87%

	Operating Income
	84
	1,750
	1,666
	1983.33%

	Interest Expense
	445
	420
	-25
	-5.62%

	Total Other income/ (expenses) net
	-105
	150
	255
	242.86%

	Income Before Interest and Taxes
	-21
	1,900
	1,921
	9147.62%

	Profit Before Taxes
	-466
	1,180
	1,646
	353.22%

	Net income
	-267
	1,099
	1,366
	511.61%


Figure 01: Income Statement Horizontal Analysis (Source: Author)
	Marriott International, INC

	Balance Sheet

	 Particulars
	2020 ($Million)
	2021 ($Million)
	Change ($Million)
	% Change

	Current Asset
	2,825
	3,626
	801
	28.35%

	Cash
	877
	1,393
	516
	58.84%

	Receivables
	1,768
	1,982
	214
	12.10%

	Non-Current Asset
	21,876
	21,927
	51
	0.23%

	Total Asset
	24,701
	25,553
	852
	3.45%

	Current Liabilities
	5,752
	6,407
	655
	11.39%

	Payables
	527
	726
	199
	37.76%

	Total Assets Less Current Liabilities
	18,949
	19,146
	197
	1.04%

	Net Current Assets
	(2,927)
	(2,781)
	146
	4.99%

	Long-term Debt
	9,203
	9,333
	130
	1.41%

	Non-current Liabilities
	18,519
	17,732
	(787)
	-4.25%

	Total Liabilities
	24,271
	24,139
	(132)
	-0.54%

	Common Stock
	5
	5
	-
	0.00%

	Retained Earnings
	9,206
	10,305
	1,099
	11.94%

	Total Stockholders' Equity
	430
	1,414
	984
	228.84%

	Total Liabilities and Stockholder
	24,701
	25,553
	852
	3.45%


[bookmark: _Toc94728143][bookmark: _Toc104625877]Figure 02: Balance Sheet Horizontal Analysis (Source: Author)


2.2 Efficiency Analysis
1. Days of Sales in Receivables
Using this ratio, businesses may see how successfully they are managing their accounts receivable (Brigham & Ehrhardt, 2020).
	[bookmark: _Hlk118497409]Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	365 ÷ [13857÷1982]
	365 ÷ [10571÷1768]

	Ratio
	52.21
	61.05


Figure 03: Days of Sales in Receivables (Source: Author)
Figure 03 shows a modest drop in receivable days, indicating that Marriott International's receivables management has improved and the corporation now needs less time to recover credit sales.
2. Days of Purchase in Payables
This ratio indicates how long it takes, on average, for a company to pay its suppliers and vendors for products and services purchased on credit (Brigham and Houston, 2012).
	Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	365 ÷ [11064÷726]
	365 ÷ [9379÷527]

	Ratio
	23.95
	20.51


Figure 04: Days of Purchases in Payables (Source: Author)
With more time to return the supplier credits, a rise in payables days is a sign that Marriott International has improved its payables management.
3. Assets Turnover
The asset turnover ratio demonstrates the efficiency with which a corporation is able to convert its assets into cash (Beers, 2019).
	[bookmark: _Hlk118496962]Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[13,857÷25,553]
	[10,571÷24,701]

	Ratio
	0.54
	0.43


Figure 05: Asset Turnover (Source: Author)
As can be seen in Figure 05, Marriott International has been able to increase its asset usage. Turnover of assets was 0.54 in 2021, up from 0.43 in 2020, suggesting somewhat higher efficiency.
2.3 Profitability Analysis
1. Net Margin
The ratio of the net profit to sales is a measure of a company's profitability after accounting for all costs (Brigham and Houston, 2012).
	[bookmark: _Hlk118496262]Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[1,099÷13,857]×100 
	[-267÷10,571]×100

	Ratio
	7.93%
	-2.53%


Figure 06: Net Margin (Source: Author)
Net profit for Marriott International has increased as seen in Figure 06. After accounting for all costs, the company's net margin in 2021 is 7.93%, up from -2.58 in 2020.
2. Gross Margin
[bookmark: _Hlk118537355]This ratio is used to determine whether a company is profitable in terms of sales and revenue after subtracting direct operating expenses or revenue costs (Brigham & Ehrhardt, 2020).


	[bookmark: _Hlk107573981]Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[2,793÷13,857]×100 
	[1,192÷10,571]×100

	Ratio
	20.16%
	11.28%


[bookmark: _Hlk118527888]Figure 07: Gross Margin (Source: Author)
[bookmark: _Hlk118528499]Figure 07 displays Marriott International's increasing profitability in the year 2021). As the gross margin in 2021 is 20.16 percent, up from 11.28 percent in 2020, it is clear that the business is making more money after subtracting the cost of goods sold.
3. Return on Equity
[bookmark: _Hlk118526071]Return on equity measures how much money a firm makes in relation to what its shareholders have invested (ROE). The profitability and efficacy of an organization are quantified by its return on equity (ROE) (Titman, Martin, Keown, & Martin, 2018).
	Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[1,099÷660.9]×100
	[-267÷441.5]×100

	Ratio
	166.29%
	-60.48%


[bookmark: _Hlk118529078]Figure 08: ROE Margin (Source: Author)
As seen in Figure 08, the ROE margin has expanded dramatically. Return on equity (ROE) of 166.29 percent in 2021 vs a negative margin in 2020 indicates increased earnings for owners.
4. Return on Capital Employed (ROCE)
A financial ratio, return on capital employed (ROCE) measures a firm's profitability in relation to its use of capital (Vaidya, 2019).

	Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[1,750÷19,146]×100 
	[84÷18,949]×100

	Ratio
	9.14%
	0.44%


Figure 09: ROCE Margin (Source: Author)
Figure 09 shows that Marriott International's profitability has increased over time as measured by Return on Capital Employed. In 2021, the return on capital employed is 9.14%, and in 2020, it is 0.446%, showing that the business has made more profit after deducting operating costs from revenue than the amount of capital employed.
5. Operating Margin
[bookmark: _Hlk118538012]This profitability ratio excludes non-operating expenditures and taxes to provide investors and management with a more accurate picture of a company's true profitability (Brigham & Ehrhardt, 2020).
	[bookmark: _Hlk107568969]Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[1750÷13,857]×100 
	[84÷10,571]×100

	Ratio
	12.63%
	0.79%


[bookmark: _Hlk118528847]Figure 10: Operating Margin (Source: Author)
[bookmark: _Toc94728145][bookmark: _Toc104625878]Figure 10 shows that by 2021, Marriott International will have increased its operating margin from 0.79 percent in 2020 to 12.63 percent in 2021, suggesting greater profitability.
[bookmark: _Toc94728146][bookmark: _Toc104625879]2.4 Solvency Analysis
1. Debt Ratio
The debt ratio measures overall debt as a proportion of total assets. It is the ratio of a company's debt to its total assets (Berk & Demarzo, 2020).
	Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[24,139÷25,553]
	[24,271÷24,701]

	Ratio
	0.94
	0.98


Figure 11: Debt Ratio (Source: Author)
Figure 11 shows that Marriott International has reduced its debt and leverage from the previous year. There is less of a chance of the firm going bankrupt in 2021, and more of the money has come from shareholders.
2. Debt to Equity Ratio
It reflects the degree to which a company must rely on debt financing, as opposed to its own finances, to maintain its everyday operations (Brigham & Ehrhardt, 2020).
	Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[24,139÷1414]
	[24,271÷430]

	Ratio
	17.07
	56.44


Figure 12: Debt to Equity Ratio (Source: Author)
Figure 12 shows a reduction in the debt-to-equity ratio for 2021. The falling ratio is an indication that the firm is paying down its debt and increasing its reliance on equity investment to meet its capital needs.
3. Interest Coverage Ratio
Investors and debtors alike place a high value on a company's solvency or gearing ratio since it demonstrates the firm's capacity to cover its interest expenses with cash flow before interest and taxes (Brigham and Houston, 2012).


	Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[1900÷420]
	[-21÷445]

	Ratio
	4.52
	-0.47


Figure 13: Interest Coverage Ratio (Source: Author)
Figure 13 shows that in 2021, the company's interest coverage ratio improved, suggesting that it will be better able to repay its interest expenditures with profits.
2.5 Liquidity Analysis
1. Quick Ratio
[bookmark: _Hlk118526563]The quick ratio is a variation of the current ratio that measures a company's ability to meet its short-term commitments from its readily available cash and short-term investments (Berk & Demarzo, 2020).
	[bookmark: _Hlk107576872]Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	{(3626-0)÷ 6407}
	{(2825-0)÷5752}

	Ratio
	0.57
	0.49


Figure 14: Quick Ratio (Source: Author)
Inventory is unnecessary for Marriot International. In 2020, the quick ratio is 0.49, and in 2021, it rises to 0.57, showing a little increase in liquidity.
2. Current Ratio
The current ratio is a measure of a company's liquidity that indicates whether or not it has enough short-term assets to cover its short-term debts, especially those having maturities within the next 12 months (Brigham & Ehrhardt, 2020).


	[bookmark: _Hlk107576194]Formula
	[2021Y]
($m)
	[2020Y]
($m)

	
	[3626÷6407]
	[2825÷5752]

	Ratio
	0.57
	0.49


Figure 15: Current Ratio (Source: Author)
Figure 15 shows that Marriott International's liquidity has increased, allowing it to meet its financial commitments. In 2020, the current ratio is 0.49, and in 2021, it rises to 0.57, showing a minor increase in liquidity.
[bookmark: _Toc94728147][bookmark: _Toc104625880][bookmark: _Toc118535072][bookmark: _Toc118541789]3.0 Financial Analysis Trend
[bookmark: _Toc94728148][bookmark: _Toc104625881]Efficiency, profitability, liquidity, and gearing are all factors that were taken into account in the previous horizontal ratio analysis, and the resulting trend is shown here.
3.1 Solvency Analysis
	Solvency Analysis

	
	
	2021
	2020
	Change

	Interest Coverage Ratio
	
	4.52
	-0.47
	4.99

	Debt To Equity Ratio
	
	17.07
	56.44
	-39.37

	Debt Ratio
	
	0.94
	0.98
	-0.04


Figure 16: Trend in Solvency Analysis (Source: Author)
By settling its debts, Marriott International has strengthened its financial position, as seen in Figure 16. The firm has eliminated its debt and is meeting its current capital needs from internal resources. Also, the interest coverage ratio has gone up, which means that the money available for interest payments is higher.

3.2 Profitability Analysis
Here is the summarized values of profitability ratio for 2021 and 2020:
	[bookmark: _Hlk118522232]Profitability Analysis

	
	
	2021
	2020
	Change

	Net Margin
	
	7.93%
	-2.53%
	10.76%

	Gross Margin
	
	20.16%
	11.28%
	8.91%

	ROCE
	
	9.14%
	0.44%
	8.7%

	ROE
	
	166.29%
	-60.48%
	226.77%

	Operating Margin
	
	12.63%
	0.79%
	11.84%


Figure 17: Trend in Profitability Analysis (Source: Author)
Clearly, as seen in Figure 17, Marriot International's profit margins are on the rise. Generally speaking, profitability has increased in 2021 as seen by the rising profitability ratios.
3.3 Liquidity  Analysis
	Liquidity Analysis

	
	
	2021
	2020
	Change

	Quick Ratio
	
	0.57
	0.49
	0.08

	Current Ratio
	
	0.57
	0.49
	0.08


Figure 18: Trend in Liquidity Analysis (Source: Author)
As of the year 2021, both Marriott International's current ratio and quick ratio show considerable improvements. Figure 18 displays a positive shift in the liquidity ratio, which is indicative of an upward trend in the firm's liquidity.
3.3 Efficiency Analysis
	Efficiency Analysis

	
	
	2021
	2020
	Change

	Days of Sales in Receivables
	
	52.21
	61.05
	-8.79

	Days of Purchase in Payables
	
	23.95
	20.51
	3.44

	Asset Turnover
	
	0.54
	0.43
	0.11


Figure 19: Trend in Efficiency Analysis (Source: Author)
This trend in terms of increased productivity is seen in Figure 19. Utilization of assets, management of receivables, and control of payables have all seen progress at Marriott International.
[bookmark: _Toc118535073][bookmark: _Toc118541790]4.0 Importance of Ratio Analysis
As far as global industries go, the hotel industry is right up there among the most cutthroat. Due to the cyclical nature and dependence on economic, social, cultural, and environmental changes, the industry is susceptible to sudden swings in strategy (Al-Wattar et Al., 2019). Therefore, it is crucial for the leading financial analysts in the hotel business to employ ratio analysis to monitor the hotels' development through time. The most significant benefits of ratio analysis include:
· Planning for Management: Trend charts are constructed using ratio analysis and use these charts to quickly and easily draw comparisons. Our data, for instance, demonstrates that Marriott's profit margin has improved dramatically and rapidly. The findings will help the management team find and execute a winning plan.
· True Picture of Organization: Horizontal ratio analysis illustrates percentage-based changes throughout time. As a result, any substantial change may be easily seen, providing opportunities for further investigation.
· Monitoring Constantly: The ratios are calculated on a yearly basis, and this remains constant. Keeping track of the hotel's past achievements is helpful. Consistently comparing the result to those of other companies and industry averages is very illuminating.
· Budgeting Internally: An organization's fiscal management may be evaluated with the use of ratios. For instance, if operational costs exceed income, cost cutting may be required.
· Efficiency Development: Measures of liquidity and solvency are used to evaluate a company's ability to meet both its current and future financial commitments. Additionally, the asset and liability totals are compared on a continuous basis.
[bookmark: _Toc118535074][bookmark: _Toc118541791]5.0 Limitations of Ratio Analysis
[bookmark: _Toc118535075]There are advantages to using ratio analysis, but it does have certain limitations. Analyzing ratios requires a great deal of background knowledge. Reasons in the economy, society, and elsewhere point to the potential for significant shifts in the future (Valaskova et Al., 2018). This implies that it cannot promise anything with absolute certainty. Incorrect ratio calculations might lead to misleading conclusions. Various approaches of bookkeeping are used by businesses. Since this is the case, drawing parallels between them requires an analytical mindset that isn't always at hand, increasing the risk of jumping to the wrong conclusions. It's possible for data to be altered at the source, resulting in erroneous conclusions and predictions.
[bookmark: _Toc118541792]6.0 The Necessity of Understanding Ratio Analysis
[bookmark: _Toc118535076]Ratio and trend analysis may be used to foresee potential financial issues in a business and help management prepare for them (Kim, 2018). As one example, the data showed that Marriott places a high premium on equity. They've made the decision, as 2021 winds down, to increase their equity funding from the previous year, 2020. Considerable information may be gleaned from a company's financials and business practices by using ratio analysis. Changes in industrial activity and trends may be predicted by an analyst in the not-too-distant future. It is possible that professionals may compare their results to those of their colleagues or to statistical data collected in the same area. Every substantial change may be explained away by them. Learning to apply ratio analysis will aid in future planning and gaining support from higher-ups.
[bookmark: _Toc118541793]07. Conclusion
Recent quarters have seen a surge in the company's profits. In 2021, the statistics indicate a rise in profitability. With a current ratio and quick ratio that point to increased liquidity for Marriott International in 2021. There has been improvement at Marriott International in the areas of asset utilization, receivables management, and payables control. Debt has been paid off, and operating capital requirements are being met via a combination of in-house and external funding options. More money is available to pay interest since the interest coverage ratio is greater. There are advantages to using ratio analysis, but it does have certain limitations. Considerable information may be gleaned from a company's financials and business practices by using ratio analysis.
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