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Executive Summary

This report compares the performance of Marriott's financial ratios in 2020 and 2021, as well as the significance of ratios and their variations in decision-making. 




























Table of Contents
Executive Summary	1
Introduction	3
Financial Analysis Trends	3
Profitability	4
Liquidity	5
Gearing	6
Knowledge from Ratio Analysis	6
Benefits and Limitations of Ratio Analysis	7
Conclusion	8
Reference	9
 
















Introduction
Marriott International, which was founded about 100 years ago, is now the world's largest and most global lodging firm (Marriott International, 2022a). Marriott boasts the industry's most powerful portfolio, with 30 brands and over 8,000 locations in 139 countries and territories, giving people more chances to interact and broaden their world (Marriott International, 2022b). Marriott International, Inc. generate business in the hospitality industry and that operates and owns hotels and dining establishments. It operates, franchises, and licences hotels, residential units, and timeshares under a variety of luxury, elite, and selected brand names. The performance of Marriott's financial ratios over the years of 2020 and 2021 is compared in this paper, which also highlights the significance of ratios, the limitations of data analysis and their variations in decision-making. 


Financial Analysis Trends
Trend analysis is a technique for creating future predictions based on historical data. Trend analysis is a method of evaluating business data over time by focusing on changes in individual line items, like income statement as well as the balance sheet. (Gordon, 2022). This study provides a trend analysis review of Marriott's key financial ratio over a two-year period, precisely 2020 and 2021.

Ratio	2020	2021
Net Profit Margin	-2.53%	7.93%
Gross Margin	13.80%	20.21%
Operating Margin	0.79%	12.63%
Operating Cash Flow	0.01%	-1.46%
Working Capital	4.29%	3.9%
Current Ratio	0.49%	0.57%
Total asset Turnover	0.43%	0.54%
Debt/Equity Ratio	24.13%	7.17%
Return on Equity (ROE)	-62.09%	77.72%
Return on Assets (ROA)	-1.08%	4.30%
Return on Investment (ROI)	-2.77%	10.23%
Return on capital employment (ROCE)	0.01%	9.14%

Fig.1

Fig.2

Profitability
Profitability and profit are closely connected, but with one significant exception. Profitability is a relative concept as opposed to profit, which is an absolute sum. It serves as a gauge for comparing the magnitude of a company's profit to its overall size. Profitability is a gauge of effectiveness, and ultimately, whether it succeeds or fails (Horton, 2021). Profitability is most measured using margins. Margin can be represented by three different profit levels. None of them tell the entire tale. Profitability is thus best quantified using Return on Investment and Return on Equity (Fitzgerald, 2002). Among the most prominent profitability or margin ratios is gross profit margin. Gross profit, also known as cost of goods sold (COGS), is the gap between income and production costs. The net profit margin of a company is one of the most important indicators of its financial health. A company must determine whether its existing pstrategies are successful and predict earnings based on revenue generated by tracking rise and declines in its net profit margin (Murphy, 2022). The net profit margin determents the profit as a percentage of revenue. An organisation’s net profit margin shows how much of every pound in revenue it obtains is reshaped into profit (Hayes, 2022a). The above figures show that Marriott had a negative net profit margin in 2020. The negative margin indicates that Marriott failed at controlling its costs. Having said that the net margin percentage changed the following year in 2021 to 7.93%. while this number is positive and has past the low level, it is still not a healthy profit margin for the hotel industry (Lacalle, 2021).  The drastic change in the margin levels is most likely the result of lockdown and travel restrictions that occurred in 2020 and the return of costumers in 2021. Although Marriott has made a profit in 2021, this does not imply that the business was profitable. The most effective method of analysing profitability is Return on Investment. The operating profit is contrasted with the total assets employed by the company. To ensure that the analysis of asset turns is relevant, the Return on Investment inside the company should be calculated using the most recent land and property valuations (Guilding, 2014). Looking at the two years in Marriott’s financial statement, the average return of investment is 4%. This is considered a low percentage for an investment in stock (Curry, 2022). Return on Equity is a measure of how effectively a firm's management is utilising equity financing to expand its operations. A business that can retain and increase its Return on Equity over time may be capable at generating investor value because it understands how to reinvest its income sensibly to boost productivity and profits. A diminishing Return on Equity, on the other hand, may reveal that management is consuming money in underperforming assets in an unproductive manner (CFI Team, 2022a). While Mariott’s Return on Equity shows favourable results by increasing from a negative percentage to a positive one, it is difficult to determine its effectiveness from a period of just two years. 


Liquidity
A critical category of financial measure known as liquidity ratios is used to evaluate a borrower's ability to pay off current debt obligations without any need for outside financing. The calculation of liquidity ratios is made possible by the measurement of indicators such as the current ratio, quick ratio, and operating cash flow ratio, which analyses a corporation's ability to satisfy financial commitments as well as its margin of safety (Hayes, 2022). The easiest liquidity ratio to calculate and understand is the current ratio. A business is far more likely to be capable to cover its short-term liabilities if the ratio is distinguished. If the ratio becomes smaller than one, the company may be in the middle of a liquidity crisis and have unfavourable working capital (CFI Team, 2022b). Marriott’s current ratio in both years, 2020 and 2021, is under 1 percent which is considered a low number (Zarzycki, 2022). The Operating cash flow percentage in 2020 also shows that Marriott's liabilities cannot be covered by the cash it has generated (Hargrave, 2022), and gets progressively worse in the year 2021. The lack of profit in 2020 may had a negative impact on cash flow (Satterley, 2020).  Marriott requires extra capital if its cash flow ratio is less than one.

Gearing
Financial analysts can use the gearing ratio to assess the overall performance of the business by dividing total debt by total equity (Katara, n.d.). To deduce a business’s size of leverage and financial health, a variety of financial metrics known as gearing ratios tie shareholders' equity to corporate debt in varied methods (Kenton, 2022). Gearing, also alluded to as leverage, is a quantification of the proportion of an investment's assets that are backed by long-term borrowings. Theoretically, the greater the level of gearing, the greater the dangers to a corporation because interest and debt payments are not voluntary like rewards. Nevertheless, if a business has a good, dependable cash flows, gearing may be a financially feasible element of its capital structure. A high gearing ratio suggests a high debt-to-equity ratio, and a scares gearing ratio indicates the converse. As lenders still need to be reimbursed disregarding of whether the company is making money, funding from creditors is riskier than investment from the company's owners (Boyte-White, 2021). The debt-to-equity ratio is the most common example of the large range of financial measurements known as gearing ratios (The Investopedia Team, 2021). Marriott’s debt-to-equity has decreased from one year to the other, which could be a sign of less capital borrowed and more profit earned.

Knowledge from Ratio Analysis
Ratio analysis is a popular approach for analysing financial statements. It defines the numerical or quantitative link between two statistics in a financial statement to determine a business's strengths and flaws as well as the company's present financial condition and historical performance. It enables numerous interested parties to assess a specific area of a company's profitability (Corporate vision, 2022). Ratio analysis is frequently utilized to assess a company's risks, and to do so, both operational and financial leverage must be calculated. Simply said, it assists managers in determining the profitability sensitivity of an organisation while considering outstanding loans and fixed financial expenditures. The ratio analysis method is a very helpful technique for assessing a firm ’s financial performance. However, it has substantial restrictions that should not be neglected when undertaking such an investigation. For once, ratios are established using data obtained from financial statements. However, financial statements have a range of limitations that may compromise the quality of ratio analysis (Pant, n.d.). A further deficiency of ratio analysis is that it neglects to consider any prospective liabilities. An unforeseen responsibility is reliant on external influences that might or might not arise, such as lawsuit issues. Should they have an unfavourable influence on the business, such events will have considerable economic repercussions. Though, Ratio Analysis does not take this into account, even though such contingent liabilities may have a considerable influence on the business's Financial Position (Vaidya, 2022). Further disadvantage is that everything is influenced by past data supplied by the organisation and so speculate that history tends to repeat itself, which may or may not always be case. Furthermore, such data are insignificant when a business changes its strategic objective or undertakes a new area of business. Also, Ratio analysis does not account for the influence of cost rise, sometimes known as inflation. If an increase in sales is exclusively due to inflation, the company's earnings will appear to have gone up over the preceding year while incomes will have stayed constant in actual terms.

Benefits and Limitations of Ratio Analysis
The ability to create more precise projections is one of the most significant benefits of data analysis for managers and analysts. Meanwhile, it fosters enhanced key decision making between investors as well as other external funders. To create accurate forecasts and better judgments, businesses must acknowledge its efficiency ratios, asset management, profitability, and liquidity. While at the same time, managers can evaluate their position in relation to their competitors and decide if pursuing specific goals is feasible. To test one's productivity against that of competing companies, discover gaps, and evaluate strategic benefits, advantages, flaws, opportunities, and risks, ratio analysis is essential. This information can be used by decision-makers to improve the corporation's standing in the industry. Solvency ratio can also be utilised to deduce whether revenues are being used too much or too little, as well as how well a business is utilising its assets and liabilities (Kote, 2020). The categories of ratios mentioned above are utilised to aid managers in their decision-making.


Conclusion
To conclude, the above information of Marriott’s financials on the period of two years gives data, such as net margin and return ratios, that shows the difficulty Marriott went through in the year of lockdown when revenue decreased with the travel restrictions. Despite that, the financial commitments still had to be paid. The analysis also indicates that the company went through a slight improvement in the year of 2021, however the growth of revenue was petit. It has also been made clear that because of the short period of the data provided it is difficult for managers to conclude and forecast how the company will stand financially in the forthcoming years. In addition, the analysis data is from the past years and does not include external factors that may have impacted the hotel business. Therefore, the information may not be accurate. Poor data results in poor decisions. A decision can only be as good as the information it is founded on, and making important decisions based on flawed evidence could result in extremely negative outcomes. Therefore, checking that the data accurately reflects reality is essential in decision-making. 
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