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[bookmark: _Toc120669911]Introduction
All the business organizations all over the world operate to earn profit and increase the value of share for the shareholders. Now, depending on the business model, a company may sell product or provide service to generate revenue. If the demand for the product or service of the business is huge and the number of competitors is fewer, then the business is expected to have huge sales. Huge sales eventually lead to a greater revenue. Now, how well the business has performed is evaluated by the financial performance of an accounting year. The shareholders, investors and financial lending institutions considers the financial performance of the business before investing or extending loan to the business. There are different financial parameters to evaluate the performance of a business. Here, the Marriott International is a multinational American company. The company is involved in operating, licensing, lodging and franchising hotel, timeshare and residential properties. The company has been performing well since 2009 in many different financial parameters. In this section, the financial performance of the company will be evaluated by using ratio analysis. In discussing different aspects of ratio analysis of the company, several theoretical aspect will also be discussed. These will help to apply the learning developed over the period of time in real life scenario. As a senior manager of Marriott International, I will produce a report for Chief Executive using all the financial aspect necessary for ratio analysis. 



[bookmark: _Toc120669912]Ratio analysis 
In this section, 4 different categories of ratios have been evaluated. These are profitability ration, liquidity ratio, efficiency ratio and lastly solvency ratio. Again under these 4 major categories, some other subcategories are also included to bring out the original picture of the company.  
[bookmark: _Toc120669913]Profitability
Profitability ratio is one of the financial metrics that analyze a business’s revenue generating ability relative to different parameters like total sales, total operating cost, total assets and total shareholders’ equity (Sherman, 2015). To analyze the profitability of Marriott International, three different ratio will be considered. These include Profit Margin, Return on total Assets and Return on Equity of the shareholders. Gross profit margin for last 5 year is shown below
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Table: Gross Profit Margin. Source: Author. 
The company faced a significant drop in gross profit margin in 2018 from 2017. However, Compared to 2020, in 2021 the company has seen a sharp rise in gross profit margin due to large increase in its sales volume. 
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Graph: Gross Profit Margin. Source: Author. 
Return on Assets
The table below presents a comparative picture of its ROA for the last 5 years. In year, 202o, the company had negative return on asset. This happened due to net loss in that financial year. However, by increasing is sales volume and decreasing its related operating cost, the company has been able to get back to positive return on assets. 
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Table: ROA. Source: Author. 

[image: ]
Graph: ROA. Source: Author. 
Return on Equity
Return on Equity denotes how efficient the company has remained to generate earning using its shareholders’ equity (Beaver, 2010). There is a significant positive increase in the company’s return on equity. There is a significant drop in the company’s return on equity in 2020. However, the company has been able to secure tremendous growth in its net earnings resulting in a significant positive ROE. 
[image: ]
Table: ROE. Source: Author.
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Graph: ROE. Source: Author. 
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Liquidity ratio is another key ratio used to evaluate a company’s short term strength to pay off current term liability and debt obligation (Rist, 2014).  If a company does not have adequate cash to meet its short term liability, then it may leave a bad impression of the company. Hence,   Marriott International should always try to have adequate liquidity necessary to meet debt obligation. Under liquidity ratio, two major ratio will be considered. These are current ratio and Days sales Receivable ratio.
Current Ratio
In the following section, current ratio of last 5 year is seen. The company has always maintained a current ratio close to 0.50 on an average. 
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Table: Current Ratio. Source: Author.
Marriott International is maintaining a current ration less than benchmark. The company should maintain a current ratio of at least 1. Now, the company has almost two times current liabilities than current assets. 
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Graph: Current Ratio. Source: Author


Days Sales Receivables Ratio
It denotes how many days the company takes to collect payment on an average to after making sales. From the statistics of last 5 years, the company took highest amount of time to collect receivables in year 2020. However, the company have been able to improve the figure in 2021. 
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Table: DSR. Source: Author
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Graph: DSR. Source: Author
[bookmark: _Toc120669915]Efficiency
Efficiency ratio is another key ratio for the company. Efficiency ratio investigates how well the company has been able to turn its short term current asset into cash (Eljelly, 2014). The management focuses on making the best use of their short term assets. In this section, to evaluate the financial performance of the company, 3 key ratios- Total Assets Turnover ratio, Inventory Turnover Ratio, Receivable Turnover Ratio will be considered. 
Total Assets Turnover Ratio
Assets turnover ratio denotes how much a company has been able to generate in revenue by using one pound of total asset. The higher the ratio, the better it is for the company. A higher asset turnover ratio denotes that the company is skilled enough to use its asset base for generating revenue. The ratio is mostly affected by the amount of fixed asset of a company. Here, the company Marriott International, is involved in operating and licensing hotel and residential properties business. This means that the company naturally has high fixed asset. This may lower the company’s asset turnover ratio. However, the company here had asset turnover ratio less than one in last 5 years. After a significant drop in 2020, the ratio again improved in 2021.
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Table: Total Assets Turnover Ratio. Source: Author
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Graph: Total Assets Turnover Ratio. Source: Author

Receivable Turnover Ratio 
Marriott International doesn’t make all the sales in cash. A significant part of revenue is in due. Now, if a company can collect its due sooner, than it is good for company as the company can then use the amount in some other purpose or generate more income (Sasser, 2017). The higher the ratio is, the better it is for the company. Here, compared to 2020, the company has shown a better performance in 2021 in collecting revenue. 
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Table: Receivable Turnover Ratio Source: Author
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Graph: Receivable Turnover Ratio Source: Author
[bookmark: _Toc120669916]Solvency
Solvency ratio denotes a company’s ability to pay off its long term debt obligation (Nuryani, 2020). When liquidity ratio deals with the company’s ability to deal with short term obligation, the solvency ratio deals with analyzing the company’s ability to meet long term liability. In analyzing the long term ability, the company’s long term cash flow generating ability is evaluated. Under solvency ratio, debt to equity ratio is measured to understand the company’s ability to pay off long term debt obligation. 
The debt equity ratio shows against every 1£ equity, how much debt a company has. There, a rising trend is seen since the last 5 years. As the company goes on expanding its business, it kept on adding more debt in its capital structure. 
[image: ]
Table: Debt to Equity Ratio Source: Author
From the last 5 years period, the debt equity reached its peak in year 2020. During this time, the company had highest amount of debt for every 1 pound of equity. Here, the company needs to be very careful about the financial health of the company. As a company keeps on adding more debt in its capital structure, it needs to bear some fixed cost as obligation, In case of the inability to pay the debt interest in due time, this may lead a company to bankruptcy. 
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Graph: Debt to equity ratio. Ratio Source: Author
Hence, Marriott International now should consider reducing its level of debt. However, the ratio has lowered in 2021 meaning that the company starter paying off its debt. 
[bookmark: _Toc120669917]Limitation of Ratios Analysis 
Ratio analysis gives some useful insights on business operation. Still ratio analysis has a number of limitations. The first limitation of ratio analysis is the fact that it does not incorporate future event or effect of a transaction (Magill, 2012).  Ratio analysis is performed on historical data of a company. History may not always repeat itself. Hence, if the management takes decisions based on the past event, it may lead to a disastrous consequence. When taking decision based on past event, the management needs to be extra careful about the possible impact. The second limitation is too much dependency on financial statements. The figure on financial statements are not always true and can be manipulated by using techniques like window dressing or by unintentional mistakes. If these happen, then the original picture is not reflected. The third limitation is too much dependency on quantitative on figures and not taking into consideration figures like human resource for their intellectual ability and skill-sets. The fourth limitation is it does not provide any set benchmark for comparing the performance among companies in different industries. By ratio analysis, we cannot come to a general conclusion when comparing companies of different industries. Fifth limitation is it does not take into consideration the impact of inflation. When the trend analysis is conducted for ratio analysis, it always considers the past data for their numerical value. As a result, if over the years performance is then compared, then it leads to a faulty result. However, this limitation can be adjusted by considering inflation separately. 
However, for hotel management business ratio analysis is essential to derive conclusion about different financial aspects (Lee, 2019). By analyzing ratio, the company management can decide their future strategy or modify existing strategy as per the need of the business. For example, if a company finds that, the company is facing liquidity problem, then the company may expedite or quicken its revenue collection time form the debtors. Gross and net profit margin also provide important insights to the company in determining the pricing strategy. Ratio analysis shows the large figure in percentage term. This helps to easily understand large numbers. 


[bookmark: _Toc120669918]Conclusion 
Ratio analysis helps to evaluate the performance of Marriott International by analyzing different useful financial parameters. The company performed quite well in last 5 years. In year 2020, the performance of the company dropped somewhat. But, the company have been able to manage to get back to the regular performance again in year 2021. Here, ratio analysis helped to develop different insights and correct strategic horizon. Though ratio analysis has some inherent drawback, these can be reduced by applying different corrective measures. 
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