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Executive Summary
The financial statements give an insight into different financial elements and their figures during the financial year. Ratio analysis uses these figures of different elements and provides information on the company's financial performance through liquidity, operational efficiency, profitability, gearing, and so on. The purpose of this report is to analyze and interpret several financial ratios of Marriott International including profitability ratios, liquidity ratios, and gearing ratios. We will analyze the trends of these ratios and try to understand what these ratios suggest about the financial performance of the company over the past few years. Besides, the report will also discuss the benefits and limitations of ratio analysis, and why ratio analysis is a significant process for decision-making, especially in the hospitality industry, 
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Introduction
Marriott International is a multinational entity operating franchises and licenses lodging that includes hotels, residential, and timeshare properties. The company operates in over 139 counties and offers them with their services through 30 brands and over 8000 properties. The company was founded by J. Willard and Alice Marriott, who embedded the core principles in the company’s culture which are respected even today. Marriott is popular for taking good care of the people and their well-being supporting cultural diversity and respecting its core values and strategic business goals (Marriott International, 2022). The company is also well-known for being involved in sustainable activities to leave a positive impact on society and the environment. Marriott was also recognized by the International Hospitality Institute on the Global 100 in Hospitality, signifying its power and strength in the global hospitality sector. The financial performance of Marriott has improved from last year when it earned $13.86 billion in 2021 compared to $10.57 billion in 2020, though, both these figures were lower than the $20.97 billion generated in 2019 (Macrotrends, 2022). 
In the following sections of this report, we will be analyzing the financial performance of Marriott International by taking the figures from 2020 and 2021 and discussing the trends seen in its key financial ratios through graphs and tables. Besides, we will also explore the benefits and limitations of ratio analysis, and discuss why ratio analysis is essential for decision-making, especially in the hospitality industry. 
Financial Analysis Trends

The annual financial statements of Marriott show the financial performance and position of the company at the end of each financial year. These figures are helpful to know how much revenue they generated and the profit they earned. However, to understand how they performed compared to previous years, we need to interpret several financial ratios which have been discussed below.
Profitability
Profitability measures the financial performance of the company in terms of profit earned during the year. The progress of the company is often measured through profits; however, profitability ratios give a true picture of the company’s improvement in financial performance over the years. Some of the major profitability ratios of Marriott for 2020 and 2021 have been tabulated below (Macrotrends, 2022b):
Ratios	2021	2020
Operating Margin	12.629%	0.7946%
Net profit Margin	7.931%	-2.5258%
Return on Equity	77.72%	-62.093%
Return on Assets	4.3%	-1.08%


The above table exhibits four major profitability ratios of Marriott for 2020 and 2021. If we compare the operating margin, then we can observe that this ratio has improved heavily in 2021 compared to 2020. The return on assets was -1.08% in 2020 because the company suffered a loss that year; however, the ROA has increased to 4.3% signifying that profit earned per value of assets has improved. Similarly, the ROE has also improved significantly to 77.72% in 2021 from -62.093% in 2020. This indicates that the investors have received a good return on their investments. The net profit margin earned by the company over the years has been presented in the following chart. 

The above graph shows the net profit margin of Marriott International from 2012 to 2021, and the ratio is in an increasing trend until 2020. The net profit margin in 2021 has improved significantly. Therefore, from the above profitability ratios, we can conclude that the overall profitability of Marriott is quite stable and is in an increasing trend if we disregard an exception in 2020. 
Liquidity
The liquidity of a company refers to the availability of liquid assets such as cash and bank balances, and those assets that can be easily converted into cash when required such as accounts receivables, inventory, marketable securities, etc. We analyze the liquidity of Marriott by interpreting its liquidity ratios as shown in the table below (Macrotrends, 2022b).
Ratios	2021	2020
Current ratio	0.5659	0.4911
Operating cash flow per share	-1.4565	0.0083
Free cash flow per share	-2.3594	1.161


The above table depicts a negative operating cash flow per share of -1.4565 for the year 2021 compared to 0.0083 per share in 2020. Similarly, the free cash flow per share of the company in 2021 is -2.3594 compared to 1.161 in 2020. These two ratios suggest that the operating and free cashflows of Marriott have declined in 2021 compared to 2020. The company has not been able to generate enough cash funds from operations in recent years. The current ratio of Marriott, which is the ratio of current assets to current liabilities, has been shown in the following chart. 

As seen in the chart, the current ratio of Marriott has been fluctuating over the past 10 years. The highest current ratio was recorded in 2013, and since then the ratio has been dropping. However, the current ratio is in an increasing trend since 2018 with a ratio of 0.4911 times in 2020 compared to 0.5659 in 2021. This ratio; however, is not good enough for a company to manage its daily operations and short-term obligations. Hence, we can conclude that the liquidity position of Marriott is improving in recent years though it is not quite satisfactory provided the volume of transactions incurred within the company. 
Gearing
Gearing shows the relationship between the different sources of funds of a company such as debts and equity. The gearing ratios of Marriott are shown in the table below (Macrotrends, 2022b):
Ratios	2021	2020
Long-term debt to Capital	0.8684	0.9554
Debt to Equity	7.1697	24.13


The long-term debt-to-capital ratio has decreased to 0.8684 in 2021 from 0.9554 in 2020. This suggests that the company is repaying its debt in a higher amount than it is bringing in additional borrowings into the company. 0.8684 times of long-term debt to capital indicates that almost 87% of the total capital funds of the company are funded through long-term debts, and only 13% is funded through equity capital. The debt-to-equity ratio can be explained through the following chart. 

According to the above chart, equity debt was an increasing trend from 2012 to 2020. The ratio remained at 24.13 times the equity capital of Marriott; however, the debt-equity ratio in 2021 has dropped to 7.17 times equity. It is because the company has made huge repayment of its long-term debts and issued fewer additional long-term debts in 2021 compared to 2020. Thus, though the portion of the debt is still larger than the equity, it has dropped significantly in 2021. 
Knowledge from Ratio Analysis
Ratio analysis is a quantitative method of determining financial performance by comparing different financial elements taken from different financial years. Ratio analysis can also be done to compare the financial results of two or more competitors to determine which company succeeded more. Ratios are the results of comparing two variables, for instance, if we want to know the net profit margin of a company, we divide the net profit by the total revenue generated in a specific year. Other ratios are also calculated similarly and compared year to year to understand the trend of such ratios (Jin Kim, 2006). Due to different financial and business situations, there are fluctuations in revenue, total assets, equity, long-term debts, profit, current assets and liabilities, and so on. As a result, the ratios also change time by time. Ratios help a company to interpret its financial performance because if the ratio is in an increasing trend, then it suggests that the company is performing well, and if they are in a decreasing trend, the company must make some improvements in the future to remain competent (Kim and Ayoun, 2005). An understanding and analysis of such ratios are essential to remaining competitive in the market because these ratios help in decision-making for the board members and the management team. In the case of hotel management and the hospitality industry, which is highly reliant on customer services, ratio analysis plays a significant role (Santoso, 2021). These ratios help hotels and similar businesses make decisions regarding the addition of restaurants, estimation of customers’ staying days, number of bedrooms, etc. If the business is performing well, the hotels might be willing to make necessary additions of resources to increase the number of customers, otherwise not (Borovčanin, 2015). Besides, fluctuations in ratio analysis are important for the hotel industry to make necessary improvements and remain competitive in the market so that these companies do not lose their valuable customers.
Benefits and Limitations of Ratio Analysis
Ratio analysis is a tool widely used by every business organization to determine their financial status compared to previous years or to another rival firm. Ratio analysis is very important to compare the current performance with previous years' performance and make necessary decisions for the coming financial years (BBC, 2022). The financial performance of a company can also be compared with another company having a similar business profile and making decisions regarding future business projects to attract more customers. Ratio analysis is conducted by a company to identify any issues and irregularities in the business that could be hampering revenues and profits (Rashid, 2021). It also helps to make decisions regarding the repayment of loans or issuing additional equity or debt funds. Another benefit of ratio analysis is that we can study the trend of the ratios to decide on sectors that needs further improvement (Al Shamsi et al., 2021). For example, the current ratio needs to be around 2 times the current liabilities however, if it is below 1, then it indicates that the company is having liquidity problems. Hence, the company can make decisions regarding the accounts receivable recovery period and could bring in additional borrowings to manage liquid assets. The board members and management team use the ratios to estimate future revenues and profits by letting them manage the costs and expenses. It can also be used to prepare budgets for future years (Zdravkoski, 2013). 
Though ratio analysis is widely used as an effective tool for decision-making, it also has some limitations. The qualitative and external factors such as a pandemic, natural disaster, high employee turnover, etc. that are relevant for a company are not considered by ratio analysis. It only uses the reported financial figures from the past and current reports and does not consider the human element of the company (BBC, 2022). Furthermore, the rival firm to be compared with a company’s ratio must be of the same size and similar profile. Apple Inc. cannot be compared to Toyota company as their business nature is different. Besides, it is not always possible to receive information from rival firms for ratio analysis and comparisons. 
Conclusion
In a nutshell, ratio analysis is a quantitative method of measuring the financial performance of a company by comparing different financial elements. Since ratio analysis requires quantitative data, it cannot be used to determine the qualitative results in a company such as an employee motivation, need for policies and rules, corporate social responsibility, etc. However, ratio analysis gives essential insight into how the company is performing over the past years, and this information is vital in making necessary decisions for coming years regarding the approaches a company must take to achieve its financial targets. For the hospitality industry, ratio analysis is very important as it helps to estimate the total revenue in terms of the number of customers, staying days, available beds, etc. which eventually determine their profit and the value of their business. As explained through the tables and charts, we understood that the profitability of Marriott is quite good with an increasing trend in the ratio, whereas the liquidity position of the company is quite problematic. We also learned through the ratios that the debt portion of Marriott is higher than the equity which is being decreased by the company through the repayment of long-term debts. Hence, ratio analysis is an effective quantitative tool that assesses financial performance and helps the board and managers make effective business and financial decisions. 
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