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Executive Summary


The purpose of this report is to analyse the importance of financial statement and the importance of those when the right formulas are applied and at the same time the right ratios available for the management. The financial statement analysis allows anu company to achieve its predicted objectives, and to measure its success through the numbers and the most important ratio, profitability, the tool that shows the success.
Based on that Marriott financial statement was analysed for the last 2 years period, 2020 and 2021, showing that the big brand is coming out of a big recovery after the Covid-19 pandemic, a real tsunami for the hospitality industry and for its economy, being the most affected from all industries.
Profitability restored in 2021 and debts are going on a downside, allowing the business to find the right way through success and in the same time to predict and achieve its achievements.
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Introduction

Marriott International is the biggest brand within the hospitality industry, with a large portfolio, 30 brands across 139 countries and territories (Marriott, 2022).
A brand leader with 6 number figures when talking about profit in their financial statement, for the presented years, 2020 and 2021. Investigating the profit, ratios, balance sheet and debts, allows the big brand to find the successful departments and the changes in the trends that the business needs to focus to keep the profitability on the track.
According to Bonerjee (2022) an analysis of the company’s ratios is important to learn its financial position, liquidity, profitability, solvency and the effectiveness of its operations. Furthermore, it will supply information on the trend of financial results and compares them for the company shareholders to make an informed investment decision. Related to Marriott, this ratio analysis could be a helping tool for their financial statement and with the right formulas the ratios could be calculated for the last 2 years, 2020 and 2021 to define the successful tools and their available budget.
Management could define their successful organisational methods throughout the analysis of the statements and more than that based on the big brand, Marriott this could be beneficial for the business, as the management decisions will supply a view of the strategies used and the organisation health.
The aim when analysing the financial statement for Marriott is to clarify if the brand its achieving its objectives through the numbers, if the business is heading into the right direction and their financial position for future perspectives. The main focus in the analyse will be on the 3 most important ratios, profitability ratio, liquidity ratio and gearing ratio. The analyse will be conducted for the period of two years to figure out the profit and the success. This will “help the business to understand the reason and make future decisions depending on the situation” (Srivastav, 2022).
Marriott will be able to perform better throughout a financial analyse and in the same time will help the company to detect the problems early and decide on a strategy at an early stage that will help them to achieve their goals in the future
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Figure 3
















Financial Analysis Trends

Profitability

Profitability is an important factor in a business success, and every business venture strives for it (Johanns, 2019). It is impossible for a business to survive without profitability, and to predict it is imperative to measure past profitability as well as the current level using the income and the expenses. In this case, Marriott has a 6 figures profit and as seen in the Figure 2 and 3 Marriott’s gross profit for 2020 was $1.459B and in 2021 $2.801B, with an increase of 91,98%. 
Well known that the profit bin 2020 was affected from Covid-19 and the strict government regulations that affected the hospitality industry at a really bad level, so Marriott in 2021 had to make a profit recovery throughout diverse strategies.
Marriott is hoping for a continuous growth and based on the profit margin that could be seen from the numbers that are growing drastically in 2021, the percentages went up by 11,16% with an EBITDA increased with 4,7%.
Marriot’s ROE in 2020 starts with a decrease $-0,27B and a return of equity on the negative numbers as well, -190,71 while in 2021 after the Pandemic the numbers started to grow $1,10B and a return on equity of 130,76%.
Marriott’s assets shown on the balance sheet in 2020 were $24,701B with an increase in 2021 of 3,45% and a total of $25,553B.











Liquidity

According to Stickney (1996) liquidity is a method that allows the business to overcome the financial challenges through liquid assets turned into currency, secure loans and predict the company’s future based on those.
The formula used for liquidity, as seen in the Figure 1, quick ratio had an increasing rate of 0,16% while the current ratio increased by 0,21%. Marriott’s financial statement enables the managers to make positive predictions and based on the numbers presented the business will be able to follow the schedule payments and debts.
Marriott’s net debt in 2021 was $8,7 billion which means less cash and equivalents of $1,4 billion while in 2020 Marriott had a total of $10,4 billion.
As in 2021 Marriot’s liquidity comes on a plus structure, the business will be allowed to predict the future in a positive manner, and see the problems before becoming one, more than that, Marriott will achieve its proposed goals with no limitations.

















Gearing

“The term gearing in a financial context refers to the amount of debt finance a company uses relative to its equity finance (Head, 2007).
Marriott has to fight with big debt left from 2020, a $9.5 billion, and in order to survive, the main goal in 2021 was to drop that, so in 2021 the total debt was $8,7 billion.
As a main principle, Marriott needs to take advantage of law interest rates in 2021 in order to hope for a quick recovery. As an important aspect, Marriott’s needs to have correct information based on the ratio that and the management predictions needs to allow the company to lower the interest or the debt.






















Knowledge from Ratio Analysis
Management can evaluate the performance of the companies using financial ratios, and they can compare them with similar businesses in their field (Rosa, 2021).
A set of financial ratios should be defined in the hospitality industry that can be used to analyse businesses across all divisions, regardless of operations.
 To analyse the performance of individual companies and the industry, a very specific set of financial ratios is necessary. Hospitality companies can be analysed using the following key financial ratios, liquidity ratios: an organization's liquidity ratio shows its ability to meet its short-term financial obligations (Wober, 2002). Liquidity ratios are a crucial part of the industry's analysis due to its high working capital requirements and short-term financial obligations, financial leverage ratios: As a result of long-term debt and current liabilities, hospitality companies have a lot of long-term liabilities. A lot of hotels and transportation companies use this debt to finance large properties and fleets of buses. It is imperative that a hospitality company has long-term assets, and therefore, it usually requires long-term debt financing as well, profitability ratio, most costs in the hospitality industry come from operations rather than sales costs, so companies within the hospitality industry should have a high gross profit margin.
Financial ratios analyse the relationships between different components of financial statements. Comparing results over several periods is the most effective way to use them (Stickeney, 1996). 













Benefits and Limitations of Ratio Analysis

Benefits of Ratio analysis:
-Efficiency- The inventory turnover ratio or sales turnover ratio can be used to assess the company's efficiency in generating sales and using up inventory. A company with high efficiency ratios is one that has an excellent marketing and sales strategy. However, a company with falling efficiency ratios could show that inventory is growing, the product is becoming obsolete, or marketing is not working (Mohanti, 2008).
-Solvency- A company's assets can be analysed using these ratios to figure out whether they are sufficient to ensure short- and long-term viability (Uysal. Et al. 2017). In the hotel industry, these factors are typically used to decide whether the company is a good investment. Ratios such as coverage, current and quick ratios can be used in these calculations.
-Planning- Management can formulate future strategies based on the ratios, such as whether financing is better than leasing for capital expansion or whether it is better to buy a fixed asset or lease it. A long-term expansion plan is developed by combining the information with future market expectations, which is implemented over time in phases.
Deciding the weaknesses- There are situations where management may need to intervene, even if overall performance is positive. The Ratio Analysis also helps to get a detailed understanding of ratios, such as interest coverage debt service ratios. As a result, management can devote more time and energy to these areas.
Trend Analysis- Besides helping understand trends over time, ratio analysis has another advantage. By looking at the numbers, it is easy for an analyst to decide whether the company is rising, falling, or staying the same. Comparing the ratio to the industry average makes it easy to determine if it is above or below.

Limitation of Ratio Analysis
-Historical Information- During the analysis, information is drawn from the company's release of past results. The performance of a company may not be reflected by ratio analysis metrics in the future.
- Misleading Conclusion- From the way a company manages its supply chain to the products they sell, its operational structure can change significantly. It is possible to draw misleading conclusions about a company's future performance and prospects based on comparisons of financial metrics before and after significant operational changes.
-Accuracy- Company financial statements supply information for ratio analysis. The company's management may manipulate this information to create a more positive picture than the actual performance of the company. Since ratio analysis does not detect misrepresentation of information, it may not reflect the true nature of the business accurately.















Conclusion 

To conclude, this report is highlighting the importance of financial statements within hospitality sector, including ratios and formulas, when applied correctly will allow the business to achieve its goals and at the same time to find the problems before getting worse.
Profitability is the most important ratio, as based on this any business will measure its success, and without that an organisation will be impossible to survive.
Marriott financial statement based on last 2 years, 2020 and 2021 showed a very big improvement in 2021 after a quick recovery from Covid-19, and the numbers as seen in the Figure 1, 2, and 3 shows that the business is heading in the right direction and the management is doing a great job with the numbers, based on the financial statement.
Ratio could allow the business to achieve its goals, but in the same time could limit its overview of the business, that’s why it is very important to create the perfect balance when calculating and analysing the financial statement, all the options should be available for the management.
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ANNUAL DATA 2021 2020

Revenue $13,857 10,571

Costs of Goods Sold $11,056 $9,112

Gross Profit $2,801 $1,459

Research and Development Expenses - -

SG&A Expenses $823 $762

Other Operating Income/Expense - -

Operating Expenses $1051 $1,375

Operating Income $1750 $84

Total Non-Operating Income/Expense $-570 $-550

Pre-Tax Income $1,180 $-466

Income Taxes $81 $-199

Income After Taxes $1.099 $-267

Other Income - -

Income From Continuous Operations $1,099 $-267

Icome from Discontinued Operations - -

Net Income $1,099 $-267

EBITDA $2,045 $552

EBITDA $1,750 $84

Basic Shares Outstandings 327 326

Shares Outstandings 329 326

Basic EPS $3,36 $-0,82

EPS- Earnings Per Share $3,34  $-0.82
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