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[bookmark: _Toc118918020]Executive Summary 
Marriott International is an American organization leading the hotel industry serving a lot of services.  The main focus of this report is the interpretation of different kinds of ratios and their trend. All the ratios of profitability are better in 2021 compared to the previous year. The overall liquidity situation is not good for Marriott in both the years 2020 and 2021. They may have a shortage to pay short-term liabilities. The overall gearing condition is not also good because this company has used excessive leverage. 
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[bookmark: _Toc118918021]Introduction
Understanding ratio analysis and its fluctuation is very much important for any organization. It helps to understand the inherent meaning of financial data(Gibson, 2015). Ratio analysis helps identify the strengths and weaknesses of the company and its rivals to get a competitive edge. This report is mainly the interpretation of given ratios. The information from Marriott's financial statement has also been utilized to appropriately analyze data. Analysis has been done on the profitability, liquidity, and leverage trend. The significance of comprehending ratio analysis has been discussed, along with some of its drawbacks.
[bookmark: _Toc118918022]Ratio Interpretation and Trend Analysis
[bookmark: _Toc118918023]Profitability Ratios
Profitability is one of the most important things to survive in the long term. An organization can survive for a short time without profit but it is not possible to survive in the long run without profit(Correia et al., 2019). 
Gross Profit Margin
These ratios show what percentage of revenue is converted to gross profit. Higher gross profit means a lower amount of cost of goods sold(Cox & Fardon, 2016). In 2021 gross profit margin has increased to 20.21 from 13.80% that was in 2020. That means they have been able to save more money on the costs of goods sold. 
Operating Profit Margin
In 2021, Marriott has an operating profit margin of 12.62% which means only 12.62% of revenue is converted into operating profit and it is 0.79% in 2020. This states that they have been able to save money in 2021 in operating activities. 
Net Profit Margin
In 2021, Marriott has a net profit margin of 7.93% which means only 7.93% of revenue is converted into net profit and it is -2.5% in 2020 because there was a net loss in 2020.
[bookmark: _Hlk118786340]EBITDA Margin
EBITDA margin shows Earnings Before Interest and Taxes as a percentage of revenue. In 2021, Marriott has an EBITDA margin of 14.75% which means only 14.75% of revenue is converted into net profit and it is 5.31% in 2020 because there was a net loss in 2020. In the case of EBITDA, depreciation expense is added back with the EBIT because depreciation is a noncash transaction. So, the EBITDA margin is higher than the operating margin. 
ROE
ROE is short for return on equity. It is determined using return as an equity percentage. ROE will be higher if the net income is greater than equity(Cox & Fardon, 2016). In this instance, ROE is negative in 2020 but positive in 2021. Marriott's financial situation will be improved in 2021. It has a significant ROE of 77.72%. 15-20% ROE is considered average. However, Marriott has a higher ROE, which might make its return unstable.
ROA
With one exception, the ROA is comparable to the ROE. Instead of equity, an asset is utilized in this case. As a result, this ratio shows how helpful the asset and equity are. Marriott performed better in 2021 compared to 2020 in the ROA instance.

[bookmark: _Toc118918024]Key Trends in Profitability Ratios

	Ratios
	2021
	2020
	Percentage Change

	Gross Margin
	20.2136
	13.8019
	46%

	Operating Margin
	12.629
	0.7946
	1489%

	Net Profit Margin
	7.931
	-2.5258
	-414%

	EBITDA Margin
	14.7579
	5.3164
	178%

	ROE - Return On Equity
	77.7228
	-62.093
	-225%

	ROA- Return On Assets
	4.3009
	-1.0809
	-498%


[bookmark: _Toc118833423]Table 1Key Trends in Profitability Ratios
Source: Author’s Calculation Based On Given Rations
The most important finding from the profitability ratio is better profitability in 2021. These ratios are better in 2021 compared to the previous year. There was a net loss in 2020 but there is a profit in 2021. The net loss made the net profit margin, ROE, and ROA made it negative. 

[bookmark: _Toc118918025]Liquidity Ratio
Current Ratio
This ratio is one of the most important and useful ratios. It illustrates the company’s ability to pay the current liability with the current asset(Hayes, 2022). The current ratio of Marriott is 0.49 and 0.56 in 2020 and 2021 respectively. It means that Marriott's short-term liquidity position is not good. Marriott is not unable to state the short-term liabilities with the short-term asset. 
Operating Cash Flow Per Share
The operating cash flow situation is not good in both of the years. It deteriorated in 2021. Marriott has negative operating cash flow per share. Negative operating cash flow per share is a clear indication of an inadequate amount of cash flow. 
Free Cash Flow Per Share
Free cash flow per share is calculated by dividing the free cash flow by the number of shares. The free cash flow situation is not good in 2021. It was comparatively better in 2020. Marriott has negative free cash flow per share. Negative free cash flow per share is express the shortage of cash. it also expresses that they did not have enough money to pay a dividend. 
Receivable Turnover
it is 5.97 and 6.99 times in 2020 and 2021 respectively. Receivable turnover shows how many times the organization can collect the payments from the accounts receivable. Higher the turnover the better the organization. 

Days Sales Receivable 
Days Sales Receivable specifies how long it will take to get payment from the buyer after selling anything on credit(Hayes, 2022). In 2021 there are 52 days and 61 days in each year. In the context of credit management, it refers to the organization's operational effectiveness. They made progress in 2021, but they still need to work more to cut down on days sales in receivables.

[bookmark: _Toc118918026]Key trends in Liquidity
	Ratios
	2021
	2020
	Percentage Change

	Current Ratio
	0.5659
	0.4911
	15%

	Operating Cash Flow Per Share
	-1.4565
	0.0083
	-17648%

	Free Cash Flow Per Share
	-2.3594
	1.161
	-303%

	Receivable Turnover
	6.9914
	5.9791
	17%

	Days Sales In Receivables
	52.2068
	61.0463
	-14%


[bookmark: _Toc118833424]Table 2Key trends in Liquidity
Source: Author’s Calculation Based On Given Rations

The overall liquidity situation is not good for Marriott in both the years 2020 and 2021. They may have a shortage to pay short-term liabilities. Their lack of efficiency does not in the management of receivable management. it is interesting fact that though the profit situation is bad in 2020 compared to 2021, the cash flow situation is better in 2020. It happened because the profit and cash flow is not the same. 

[bookmark: _Toc118918027]Gearing Ratios
Long-term Debt to Capital
This ratio is found by dividing long-term debt by capital. It shows the gearing of the organization.  high gearing has tax benefits but it also increases the risks of bankruptcy(Gadgil, 2014). This ratio is 0.95 and 0.86 in 2020 and 2021 respectively. 
Debt/ Equity Ratio
The strongest indicator of an organization's gearing or leverage is the debt-to-equity ratio. In 2021, Marriott's debt-to-equity ratio will be 7.16, which is a highly dangerous number. It may raise the possibility of bankruptcy. The company could be unable to cover its long-term obligation. When the debt-to-equity ratio reached 24.13 in 2020, the situation was worse. Although the situation with this ratio improved in 2021, more should be done to reduce leverage.

Per Share Book Value 
Examining the per-share book value of a firm is a helpful method for determining its financial health. It shows how much equity the company has on the balance sheet. The book value per share rises as the firm's financial situation improves(Gadgil, 2014). Both the year 2021 and 2020's book values are good, with 2021 being even better. In 2021, the book value per share was 4.33.

[bookmark: _Toc118918028]Key Trends in Leverage

	Ratios
	2021
	2020
	Percentage Change

	[bookmark: _Hlk118794455]Long-term Debt to Capital
	0.8684
	0.9554
	-9%

	Debt/Equity Ratio
	7.1697
	24.1302
	-70%

	Book Value Per Share
	4.3334
	1.3255
	227%


[bookmark: _Toc118833425]Table 3 Key Trends in Gearing
Source: Author’s Calculation Based On Given Rations

The overall gearing condition is not good because this company has used excessive leverage. The leverage can increase the value of the company but the excessive amount of leverage will lead to bankruptcy(Max, 2017). The leverage has dwindled in 2021. Still, it is too high. Marriott should try to amount to leverage. 

[bookmark: _Toc118918029]The Need for the Clear Understanding of ration and the fluctuations of ratios
Understanding ratio analysis and its fluctuation is very much important for any organization. It helps to understand the inherent meaning of financial data(Rosa, 2020). For example, Marriott International has a revenue of $13.857B in 2021. It is a handsome amount but it does not signify anything if it cannot be converted to profit or cash flow. In this regard, the net/gross profit margin will help a lot. Understanding the meaning of fluctuation is also important. It signifies many things. In 2021, Marriott has an operating profit margin of 12.62 and it is 0.79% in 2020. So, it can be said from this fluctuation that the operational efficiency of Marriott has increased tremendously in 2021. Thus this understanding is important for a lot of reasons -
· It helps to understand the inherent meaning of every single piece of information stated in the financial statement.
· Ratio and analysis and their fluctuation help to understand the exact reasons why the firm underperformed or overperformed.
· Ration and fluctuation of ratios work as an important barometer of the future performance of the organization(Philip, 2019). 
[bookmark: _Toc118918030]Significance  of Using Ratio Analysis as a Tool for Decision Making
To thrive in this competitive market, companies need a competitive edge. Ratio analysis helps identify the strengths and weaknesses of the company and its rivals to get a competitive edge.
· Decision-making is mainly based on a good understanding of data. Ratio analysis helps to understand the core of the information called financial information. 
· Ratio analysis helps to make proper capital budgeting because ratio analysis reveals the present and future financial condition of the organization which is very much important in budgeting(Kolb & Rodríguez, 2019).
· Ratio analysis reveals the liquidity, profitability, and gearing condition of an organization. 
· Ratio analysis can predict the future financial distress of the organization and the organization can take preparation based on these predictions.
· Ratio analysis provides a solid ground for making a comparison between two organizations. 
[bookmark: _Toc118918031]Disadvantages of Ratio Analysis 
[bookmark: _Hlk118917986]Ratio analysis has many advantages but it has some disadvantages and limitations too. These limitations are described below:
· Ratio analysis is based on past data. So, past data does not necessarily repeat in the future which can lead financial managers to the wrong decision(Dale, 2018).
· Ratio analysis is based on the published data of the financial statement but the financial statement may be manipulated by the managers to achieve their personal goals. 
· Accounting uses a lot of assumptions and estimations that may lead to the wrong conclusion. 
· The accounting system and strategies of business are not the same for all companies. So, the ratio of the two companies may not be comparable. 
[bookmark: _Toc118918032]Conclusions
All the key indications of liquidity are better in 2021 compared to the previous year. There was a net loss in 2020 but there is a profit in 2021 The overall liquidity situation is not good for Marriott in both the years 2020 and 2021. They may have a shortage to pay short-term liabilities. The overall gearing condition is not good because this company has used excessive leverage. Ratio analysis has many advantages but it has some disadvantages and limitations too
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[bookmark: _Toc118918035]Given Ratios
	Current Ratio
	
	0.5659
	0.4911

	Long-term Debt I Capital
	
	0.8684
	0.9554

	Debt/Equity Ratio
	
	7.1697
	24.1302

	Gross Margin
	
	20.2136
	13.8019

	Operating Margin
	
	12.629
	0.7946

	EBIT Margin
	
	12.629
	0.7946

	EBITDA Margin
	
	14.7579
	5.3164

	Pre-Tax Profit Margin
	
	8.5156
	-4.4083

	Net Profit Margin
	
	7.931
	-2.5258

	Asset Turnover
	
	0.5423
	0.428

	Receiveable Turnover
	
	6.9914
	5.9791

	Days Sales In Receivables
	
	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 
-2.3594
	0.0083
1.161

	Free Cash Flow Per Share
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