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Executive Summary
The following report has focused on the various aspects of ratio analysis and its significance for the preparation of the financial statement of the respective company Marriot International Inc. It is an American Multinational business that operates and licenses lodging resorts and hotels, timeshares and residential properties. The headquarters of the company is situated in Bethesda, Maryland. It was established by Alice Marriot and J. Willard Marriot. The importance of ratio analysis on the basis of making the decision has been illustrated in this report. Along with this, some limitations of ratio analysis have also been elaborated in this context.
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[bookmark: _Toc120204992]Introduction
The specific report will highlight the business operations of the hotel industry which will assist them to run their business smoothly. It will also include various financial information regarding Marriot International, Inc. It is a multinational company that operates various activities such as residential places, and hotel licensing. The respective company was founded in the year 1927 and the founder of the company is Alice Marriot and J. Willard Marriot. This report will illustrate the various estimations regarding the financial ratio that highlights the overall business performance of the company in 2020 and 2021. It will also include the analysis the of presented estimation regarding the ratio of the respective company. In addition to that, different types of graphs will also be presented in this report to indicate the business trend for the company for a specific period of time. The report will also discuss the drawbacks of ratio analysis and the reason behind the understanding the ratio is important for the management of the company will also be highlighted in this report. Moreover, the definition of the ratios and their significance for decision-making will be elucidated in this report.


[bookmark: _Toc120204993]Stating the various accounting ratios that highlight the business operational trends along with finding out the financial trend
According to the given financial statement of the respective company, it can be said that they earn more profit in the year 2021 compared to 2020. The overall analysis of their several financial performances has been stated below.
Defining profitability ratio
The profitability ratio is basically defined as one of the accounting ratios that assist to determine the overall economic performance after the completion of the accounting period. It indicates the way a company can able to generate profits through its operations (Nguyen, 2020). There are different types of profitability ratio such as operating profit, liquidity ratio, and gross profit that has been highlighted below.
a) Operating profit ratio: It is basically highlighting the overall income of the company that produces after the completion of sales and paying all expenses like inventory cost, payroll and equipment cost. It excludes losses or gains from interest, investments and taxes. The operating profit margin for Marriot International, Inc. has been presented below.
	Name of the ratio 
	2020
	2021

	Operating profit ratio 
	0.79
	12.62



Highlight the graph that indicates the result

Source: (Author)
The above graphical representation has been presented to indicate the operating profit ratio for the respective company for both 2020 and 2021. Focusing on the above tabular form, it can be seen that the value for the operating profit ratio for both years has founded as 12.62 and 0.79. the profit margin has increased significantly in 2021 compared to 2020 (Nariswari, 2020).
b) Gross profit ratio: It is mainly illustrated as one of the profitability ratios that indicate the way a company is generating profit after the sales of products after paying the direct costs. The formula for calculating the value of this aspect is determined as the subtraction of overall revenue and Cost of products sold and then divide by the revenue (Gustmainar and Mariani, 2018).
	Name of the ratio 
	2020
	2021

	Gross profit ratio
	13.80
	20.21



Highlighting the graphical presentation

Source: (Author)
The above graphical representation has been conducted to highlight the gross profit ratio of the respective company for two years. After the proper analysis of the graph, it can be said that the value for gross profit for two years has been founded as 13.8 and 20.21 respectively.
Stating the liquidity ratio
It is basically defined as the capability of a business to pay its short-term liabilities. It determines the way a business can convert assets and utilise them to fulfil its debts. Moreover, if the liquidity ratio is high then it is easy for the business to pay its remaining debts. It helps the company to run business smoothly without having to face any kind of difficulties (CFI Team, 2022).
a) Current ratio: Current ratio is one of the parts of the liquidity ratio that processes the ability to pay the short-term debt within one year. It tells shareholders the way a business can increase its current assets on the balance sheet to maintain its payables and debts. The current ratio of Marriot International, Inc. for 2020 and 2021 has been illustrated below (accountingtools, 2022).
	Name of the ratio 
	2020
	2021

	Current ratio
	0.49
	0.56



Stating the graphical representation

Source: (Author)
The above graph has been prepared to highlight the value of the current ratio of Marriot for 2020 and 2021. According to the above graph, it can be said that the outcome of the current ratio for the business for both years has been seen as 0.49 and 0.56 (emeritus, 2022).
b) Quick ratio: It is mainly defined as the indicator of the short-term liquidity of the company and helps to estimate the ability to pay short-term debt through liquid assets. The calculation highlights the level of efficiency of the respective company to fulfil the expenses within a particular period of time (Wijaya and Sedana, 2020).
	Name of the ratio 
	2020
	2021

	Quick ratio
	0.49
	0.56



Stating the graphical representation

Source: (Author)
The above graph has been presented to highlight the quick ratio of the respective company Marriot for both 2020 and 2021. After the proper analysis of the above graph, it can be said that the value of the quick ratio for both years has been detected as 0.56 and 0.49 respectively.
Stating the gearing ratio
a) Gearing ratio: The gearing ratio is basically defined as the collection of financial metrics that differentiate the equity of shareholders from the debt of the company by several ways to monitor the financial stability and the leverage amount of the company for a specific time period. The gearing ratio of the respective company for both years has been illustrated below.
	Name of the ratio 
	2020
	2021

	Gearing ratio
	24.13
	7.16



Highlighting the graphical representation

Source: (Author)
The above graph has been conducted to highlight the outcome of the gearing ratio for both 2020 and 2021. It can be stated from the above graph that the gearing ratio for Marriot has been computed as 24.13 and 7.16 for both years (CFI Team, 2022).
[bookmark: _Toc120204994]Highlighting the knowledge regarding the above ratio analysis
Manipulate the financial statement: The fina ncial report has been conducted by the management of Marriott International Inc. Therefore, there is a possibility of manipulating the financial statement. It is manipulated by the accountant of the business to generate a well-being outcome that its performance. The ratio analysis may not replicate the proper nature of the business. Along with this, the mismanagement of the financial statement is not marked by modest analysis.
Transform the accounting policies while conducting financial statements: The management of the respective business has noticed that if they create changes in the accounting policies then the financial statement has also transformed. In this case, the financial statement recorded after the change is not correspond to the reports which are certified before the transformation.
Highlighting past Information: It is considered one of the major drawbacks of accounting ratios. It highlights the past information regarding the business and is not able to highlight the recent financial position of the company. The accounting department of Marriott International has found various difficulties to compute their proper income for the lack of recent accurate data. Therefore, it can be said that the measurement of ratio evaluation is not representing the future presentation of the business (Yüksel et al., 2018).
[bookmark: _Toc120204995]Stating the ratio concept to analyse the financial statement for Hotel Management
The ratio analysis is essential for Hotel management as it computes the overall efficiency of Marriott International Inc. The investors of the company utilise this to determine the financial health of the company in the overall market. It also illustrates the financial statement for a particular time period.
Determine the overall performance of the business: The ratio analysis is essential in order to know the overall data and information regarding the business performance of the company. It can be seen in the given data table that the outcome for net profit for the respective company was -2.5258 and 7.7931 in 2020 and 2021. Along with this, the outcome of cash flow is calculated as $527 in the year 2021 which is produced through the assistance of ratio analysis. Therefore, it helps to get accurate values of the financial statements (Ingram, 2022).
Helps to differentiate the financial report from the previous year: The ratio analysis is essential to determine the overall business performance of the respective company. It helps them to know their financial position in the overall market. For instance, the respective company has produced an overall income of $-267 and $ 1099 in both 2020 and 2021 respectively. The overall gross profit is computed as $ 1459 for 2020 and $ 2,801 for 2021 (BBC, 2022).
[bookmark: _Toc120204996]Significance of ratio in terms of making the decision
Ratio plays an effective role in order to make effective decisions for the business. It is required to calculate the productivity of the business. Some of the importance of ratios in terms of making the decision has been illustrated below.
a) The ratio analysis helps the management of the respective company to make decisions about whether to invest or not. The proper interpretation of the ratio assists investors to make necessary decisions about their investment for a particular project.
b) The interpretation of ratio analysis helps the company by differentiating its overall performance from them its existing competitors. It will help the managers of the respective company to make effective information on the basis of the information given in the financial report. In addition, managers utilise ratios to track performance and pinpoint weaknesses and strengths from which objectives, policies and goals may be formed (accountingtools, 2022). 
c) The ratio analysis assists the management of Marriot International Inc. to estimate income and expenditures for a specific period of time. It helps them to produce an effective income statement and balance sheet which eventually assists in making effective decisions for achieving success for the business.
[bookmark: _Toc120204997]Drawbacks of ratio analysis
Historical Information: The estimation of the accounting ratio is not considering the recent information and data for the preparation of financial statements. It does not highlight the future performance of the respective company.
Inflationary effects: Financial statements are conducted after a specific time period so that there is a difference in time between each release. Moreover, if inflation has occurred in different periods, then prices are not replicated in the financial statements. Therefore, numbers across several periods are not similar till they are accustomed to inflation (Yüksel et al., 2018).
Seasonal effects: The analyst of the respective company needs to be conscious of the seasonal factors that can result in restrictions on ratio analysis. The incompetence to regulate the ratio analysis for the seasonal effect can lead to the wrong interpretation of the outcomes from the ratio analysis (CFI Team, 2022).


[bookmark: _Toc120204998]Conclusion
The specific report has shed light on the various aspects regarding the ratio analysis for the respective company Marriott International, Inc. The outcome of several types of ratios and their interpretation have been mentioned in this context. The ratio analysis assists in differentiating the overall financial health from the earlier year. It has also included the knowledge gathered from the ratio analysis of the respective company. The interpretation of ratio analysis has also been conducted with charts and graphs to reflect the financial position of the company. In addition to that, the importance of ratio analysis for the respective company has been illustrated in this report. A short discussion has been conducted on the change in the ratios that are significant to compare the financial statement of the company. The significance of ratio analysis in terms of decision-making has been illustrated in this context.
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