[bookmark: _Toc119000261][image: ]
Programme: BA SOTAH – International Hotel Management
Module: Financial Management for the Hotel Industry
Module code: BMIH5007
Lecturer: Dale Clarke
Internal verifier: Christopher Wilkin

Assignment 2: Marriott International

Submitted by

Student name: Vimalini Vicnarajah
Student ID: 2016411
Date: 07.12.2022


[bookmark: _Toc121339688]Executive Summary
I would like to thank my lecturer Dale Clarke for his support on this assignment about the financial ratio analysis as he provided me with advice and suggestions on how to improve my assignment. The assignment was a financial statement which compiled information about the company's financial health and profitability to investors, creditors, and other stakeholders. I then described the importance of ratios specific to hotels and how ratio analysis should be a key part of the decision-making process. 
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[bookmark: _Toc121339689]Introduction
Financial Statements are statements that serve as a means of communication between the organization and various users of financial statements. When a company's fiscal year ends, it compiles a set of documents called Financial Statements to provide information about the company's financial health and profitability to investors, creditors, and other stakeholders. This report's objective is to shed light on both the year of 2020 financial performance of Marriott International, Inc. as well as the performance of 2021 (Trend,2016). The key financial ratio of the two years will be compared in the first section of this report besides in this section how Marriott International, Inc. has performed in those two years will be compared in detail in this section. The second part addresses the limitation of ratio analysis and the reasons why hotel management needs to have an understanding of ratios and the variations in those ratios when analyzing the information in the hotel's financial statements. The final part of this report explains the importance of decision-making by using ratio analysis. 


[bookmark: _Toc121339690][bookmark: _Toc119000262]Discussion
[bookmark: _Toc121339691]A) Financial ratio analysis of the year 2020 and 2021

2 years Key financial ratio table of Marriott International Inc.: 
	Year
	2021
	2020

	Current ratio
	.5659
	.4911

	Long-term Debt/ Capital
	.8684
	.9554

	Debt/Equity ratio

	7.1697
	24.1302

	Gross margin
	20.2136
	13.8019

	Operating margin
	12.629
	.7946

	EBIT margin
	12.629
	.7946

	EBITDA margin
	14.7579
	5.3164

	Pre-tax margin
	8.5156
	-4.4083

	Net profit margin
	7.931
	-2.5258

	Asset turnover
	.5423
	.428

	Inventory turnover ratio
	-
	-

	Receivable Turnover
	6.9914
	5.9791

	Days sales in receivable

	52.2068
	61.0463

	ROE - return on equity
	77.7228
	-62.093

	Return on tangible equity
	-6.6265
	1.5056

	ROA – return on assets
	4.3009
	-1.0809

	ROI – return on investment
	10.2261
	-2.7717

	Book value per share
	4.3334
	1.3255

	Operating cash flow per share
	-1.4565
	.0083

	Free cash flow per share
	-2.3594
	1.161



Current ratio: The measure of a company's capacity to pay short-term debts, particularly those that are due within the next year is called the current ratio (Besley, 2013).



Interpretation: In 2020, Marriott International Inc. had $0.4911 current assets against its $1 current liabilities. The current ratio increased during the year 2021. It decreased in the year 2020because of the fact that the percentage change in current assets was greater than the percentage change in current liabilities.
Long-term Debt/Capital: This ratio determines how much long-term debt a company has with how much equity is used to finance its assets (Zutter,2022).



Interpretation: In 2020 and 2021, Marriott International Inc.'s long-term debt-to-capitalization ratio was .9554 and .8684 respectively, which is less than 1. That means the company has fewer debts than its capital in both years. But in 2021 the company has less debt than in 2020. 
Debt/Equity ratio: The debt-to-equity ratio is a liquidity ratio that measures debt with equity. It measures a company’s financial leverage (Laurence, 2014).

Interpretation: In 2020 and 2021, Marriott International Inc.'s debt-to-equity ratio was 24.1302 and 7.1697 respectively. It means in 2020, $24.1302 was used in debt for every $1 of its equity. On the other hand, in 2021, $7.1697 was used in debt for every $1 of its equity comparing both years, we can consider the year 2021 was better than the year 2020.

Gross margin:


Interpretation: In 2020, for every $100 worth of sales Marriott International Inc generated $13.8019 gross profit. The gross margin fluctuated in the next years. The margin was $20.2136per $100 in 2021, which is higher than in 2020. 
Operating margin: It represents the pure profit earned on each sales dollar. 


Interpretation: In 2021, Marriott International Inc. made an operating profit of $12.629 for every $100 sale the company generated. The operating profit margin was quite low in 2020 when the margin was only 0.7946%. It indicates that in 2020 the company couldn’t manage their operating expenses properly to hold its initial operating profit margin.
EBITDA margin: EBITDA stands for earnings before interest, taxes, depreciation, and amortization.


Interpretation: In 2020, Marriott International Inc's EBITDA margin was 5.3164% and in 2021 it was 14.7579%. It indicates that in 2021 the company’s earnings had increased compared to 2020. The lower percentage of EBITDA margin in 2020 indicates that the company had profitability problems including cash flow issues. 
Pre-tax margin: After all operating and non-operating expenditures (before taxes) have been subtracted, the net profit is the amount used to calculate the Pre-Tax Profit Margin (Rosa,2020).


Interpretation: In 2021, Marriott International Inc. Pre-tax margin was 8.5156% and in 2020 it was -4.4083%. This indicates that in 2021 the company had an effective business model, and it’s a financially healthy company compared to 2020. In 2020 its pre-tax margin was drastically low.
Net profit margin: When all costs, both operational and non-operating, have been subtracted from revenue, the leftover amount is the Net Profit Margin (Bierman,2020).



Interpretation: In 2021, Marriott International Inc. generated $7.931 net profit for every $100 worth of sales. But in 2020 the net profit margin was a negative percentage which is -2.5258. It indicates the company didn’t make a profit in 2020, rather it lost money.
Asset turnover: How quickly and effectively a company can recoup the cost of its assets is measured by looking at its total asset turnover (Pickford, 2016).

Interpretation: In 2021, Marriott International Inc. generated $0.5423 worth of sales against its every $1 total asset. It means the company was having low sales. On the other hand, in 2020 the ratio was .428 which is lower than in 2021. It indicates in 2020 sale was very low compared to 2021.
Receivable Turnover:

Interpretation: In 2020, Marriott International Inc. needed an average of 6 days to collect account receivables from its customers. In 2021, the average collection was higher than that of 2020 suggesting that they were able to collect receivables from their debtors slower than the previous year. 
Days sales in receivable: The average time it takes a business to receive money from customers after making a sale is called "days sales in receivable (Parkinson, 2017).


Interpretation: In 2021, Marriott International company receives money from its customer earlier than in 2020. In 2021 it took 52 days and in 2020 it took 61 days to receive money.
ROE – return on equity: 

Interpretation: In 2021, Marriott International generated $77.72 for every $100 invested by the shareholders. But in 2020 it was -62.093%, Return on equity had fallen in 2020drastically because of their lower net income in that year. 
Return on tangible equity: Return on tangible equity measures the rate of return on the tangible common equity.

Interpretation: Both the 2020 and 2021 years have a low percentage of tangible equity. Where in 2020 it was in a minus figure which is -6.6265%, and in 2021 it was 1.5056%.
ROA – return on assets: Companies perform better when their return on total assets is higher. (Smart,2012)

Interpretation: In 2021, Marriott International Inc. generated $4.3009 net profit for every $100 investment in total assets. Return on total assets was down in 2020 which was -1.0809% which means in that year there was no profit in the investment of total assets. 
Book value per share: It compares the firm's market value to its book value. (Tickle,2016)

Interpretation: Marriott’s Inc Book value per share ratio was 1.325 in 2020. It increased in 2021 by $3.009. It indicates that the market price of the shares is also increasing gradually.
Operating cash flow per share: Operating Cash Flow Per Share refers to the amount of cash a company generates from the revenues it brings in, excluding costs associated with the long-term capital investment (Stockopedia,2022).


Interpretation: In 2020, Marriott International Inc made positive cash flow which indicates cash was incoming in the company but in 2021 the cash flow was negative which was a bad indication for the company.  
Free cash flow per share: Free cash flow measures a company's financial flexibility by dividing free cash flow by the number of outstanding shares (Kelly,2013).


Interpretation: In 2020, Marriott International Inc. had 1.161 free cash flow per share which indicates good financial health but in 2021 it was -2.3594 which was less than 1 and it’s unhealthy for the company. 
[bookmark: _Toc119000263][bookmark: _Toc121339692]B) Importance and limitations of ratio analysis
Every method has its limitations, pros and cons. Ratio analysis is a widely used tool to analyze the financial condition of a company. By analyzing Marriott International Inc.'s financial data for the fiscal years 2020 and 2021, now we can conclude the financial condition of the company. But ratio analysis has some limitations, as mentioned above graphs we can see in 2020 Marriott International Inc.'s financial condition was so poor compared to 2021. We can assume for the COVID-19 pandemic company didn’t profit much in that year. Therefore, an external natural factor is involved in the poor condition of the company’s financial health (Kelly, 2013).
In contrast, if we see things from other perspectives then we can use ratio analysis in various ways to understand the condition of any company (Brenda, 2022). So, depending on that the company can forecast the future, what to do and how to do it. Though it’s having some limitations, ratio analysis is much more important for any company to check its financial health of the company.  
[bookmark: _Toc119000264][bookmark: _Toc121339693]C)Understanding of ratios and their importance for decision making
Like symptoms, ratios don't reveal the root cause of an issue, but they might point the company's attention to potential trouble spots. They make it easier to compare large datasets, different parts of a business, and companies in the same industry. When tracked over time, these figures can serve as an early warning system for spotting changes in the company's financial health (Bierman, 2014). Managerial decision-making that makes good use of financial ratios requires an appreciation of the inner workings of the organization from a monetary perspective. Consider the ratios over time as a system of symptom markers rather than a single number. Furthermore, it is highly beneficial to have a standard against which progress can be measured. Managerial analysis can benefit from benchmarking to industry standards for businesses of a similar size, broken down by profit level (Alhabeeb,2012).


[bookmark: _Toc119000265][bookmark: _Toc121339694]Conclusion
Data and information that may be used by a company to make choices are normally available in great quantity but can be challenging to sort through. A business may put its data to greater use by drawing comparisons between different sets of figures. Here in this report, we did a financial analysis of Marriott International Inc. We have shown the figure in graphs and also interpreted the graph to understand in what condition the company was in 2020 and 2021. Hereby, A business may learn more about its performance over time, in comparison to the market, and in light of internal goals using a technique called ratio analysis. Although ratio analysis is most commonly applied to financial measures, it may be conducted on other types of data as well.
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Long term Debt / Capital
Long term Debt/ Capital	2021	2020	0.86839999999999995	0.95540000000000003	



Debt/Equity ratio	2021	2020	7.1696999999999997	24.130199999999999	



Gross margin	2021	2020	20.2136	13.8019	



Operating margin	2021	2020	12.629	0.79459999999999997	


EBITDA margin
EBITDA Margin	2021	2020	14.757900000000001	5.3163999999999998	



Pre-tax margin	2021	2020	8.5156000000000027	-4.4083000000000014	



Net profit margin	2021	2020	7.9310000000000063	-2.5257999999999998	


Asset turnover
Asset tuirnover	2021	2020	0.5423	0.42800000000000032	



Receivable turnover	2021	2020	6.9914000000000014	5.9791000000000034	



Days sales in receivable	2021	2020	52.206800000000001	61.046300000000002	



ROE- return on equity	2021	2020	77.722799999999978	-62.093000000000011	



Return on tangible equity	2021	2020	-6.6264999999999965	1.5055999999999985	



ROA - Return on assets	2021	2020	4.3008999999999995	-1.0809	



Book value per share	2021	2020	4.3334000000000001	1.3254999999999986	



Operating cash flow per share	2021	2020	-1.4564999999999986	8.3000000000000105E-3	



Free cash flow per share	2021	2020	-2.3593999999999977	1.161	



Current ratio	2021	2020	0.56590000000000062	0.49110000000000031	
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