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Executive summary:
This report's objective is to discuss a company's financial ratios by assessing its performance; in the hospitality industry, it has been highlighted that it is crucial to assess a company's success. In this report, the financial ratios of Marriot for the years 2020 and 2021 have been discussed. This hotel's profitability, liquidity, and gearing ratios have been discussed. 
By analysing the profitability ratios, it was found that this hotel's performance had increased compared to  2020. The company's performance was affected because customers did not move from one place to another. While analysing the liquidity ratio, it has been seen that the capability of paying short-term debt had increased in 2021. Lastly, the gearing ratio stated that the company had reduced its debt. Apart from ratio analysis, the benefits and limitations of ratio analysis have been done in this task. 
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[bookmark: _Toc120415800]Introduction:
This assignment aims to analyse the financial trend of Marriot hotel using ratios. Marriott International, Inc. is a United States-based multinational firm that operates and franchises hotels, condos, and vacation rentals all over the world. Its headquarters are in Bethesda, Maryland. With over 50,000 rooms in operation, Marriott is far and by the largest hotel chain in the world. There are 8,000 hotels under the company's 30 brands, with 1,423,044 total guest rooms. These hotels may be found in 131 different countries and territories (Marriott International, 2019). Two thousand and fourteen hundred (2149) are Marriott-owned and -operated, while the remaining 5,493 are franchised to independent owners. The corporation also runs twenty hotel reservation centres. Enriching the lives of its customers by designing and facilitating unparalleled leisure experiences is central to the Marriott brand and its mission (Comparably, 2020). Marriott's annual sales in 2021 were $13.857B, up 31.09% from 2020 (macrotrends.net, 2022b).
Hence, considering and focusing on the key notion of the importance of finance, the following report will emphasise the different ratios generated for the relevant organisation Marriot Hotel. The relevant business is fundamentally a hotel management firm with a global concentration on portfolio management. To determine the financial performance of Hilton Hotels for the two years 2020 and 2021, all of the various ratios will be presented here. However, the benefits of the ratios for the particular firm will be explored. To demonstrate the financial statistics' relevance, the ratios' limits will also be discussed for the relevant company, Marriot Hotel.
[bookmark: _Toc120415801]Financial Analysis Trends:
The ratio, also known as a financial ratio, results from a company's or business organisation's effort to calculate and determine the ratios necessary to analyse financial performance. The ratio also aids financial management in summarising the results of analysed financial activities to make important financial decisions to seize future chances (Guilding, 2014). Marriot ratio analysis has been calculated for the years 2020 and 2021. Below, the Profitability, Liquidity and Gearing ratios of this organisation are presented from Macrotrends.
[bookmark: _Toc120415802]Profitability ratios:
Profitability ratios are useful when analysing a company's success after a fiscal year. To what extent a business can generate profits is illustrated by several profitability measures (Hayes and Miller, 2011).
	Name of the Ratio
	Formula
	2020
	2021

	Gross Profit
	(Gross Profit/ Sales) × 100
	13.80%
	20.21%

	Net Profit
	(Net Profit/Sales) × 100
	-2.53%
	7.93%

	ROCE (Return on Capital Employed)
	Earnings before Income and Tax (EBIT)/ Capital
	-62.093%
	77.72%


	Return on Assets
	Net Income/ Total Assets
	-1.08%
	4.30%


	Return on Equity 
	Net Income/ Shareholder’s equity
	-62.09%

	77.72%

	Asset Turnover
	Net Sales/ Average total assets
	0.428
	0.542


[bookmark: _Toc120415848]Table 1: Profitability Ratio
Source: (macrotrends.net, 2022)
[bookmark: _Toc120415803]Liquidity Ratios:
If a debtor has a high liquidity ratio, it can pay off its short-term debt with its current cash reserves, whereas a low ratio indicates that the debtor will need to raise money to pay off its short-term debt. This sort of indication may also be used to illustrate how quickly the debtor's assets can be liquidated to pay off the loan (Atrill and Mclaney, 2007).
	Name of the Ratio
	Formula
	2020
	2021

	Current Ratio
	Current Assets/ Current Liabilities
	0.49:1
	0.57:1


[bookmark: _Toc120415849]Table 2: Liquidity Ratios
Source: (macrotrends.net, 2022)
[bookmark: _Toc120415804]Gearing Ratio:
An organisation's gearing ratio indicates how much debt it has concerning its equity. Since carrying too much debt might result in cash flow issues, the ratio indicates the financial risk to which a company is exposed. The gearing ratio measures the extent to which debt exceeds equity. A high gearing ratio indicates a high debt-to-equity ratio. 
	Name of the Ratio
	Formula
	2020
	2021

	Debt to Equity Ratios
	Total Debts/ Equity
	24.13:1
	7.17: 1



[bookmark: _Toc120415850]Table 3: Gearing Ratio
Source: (macrotrends.net, 2022)
The result is presented in Using Bar chart Below:

[bookmark: _Toc120415819]Figure 1: Comparison of ratios between 2020 and 2021
Source: (Self-Made)
[bookmark: _Toc120415805]Knowledge from Ratio analysis:
[bookmark: _Toc120415806]Profitability ratio:
Gross Profit: This organisation's gross profit margin increased in 2021 than the previous year. The increased profit is because visitors could move from one country to another as the covid-19 impact has been reduced.
Net Profit: The net profit of this hotel increased in 2021 than the previous year. The company faced a loss in 2020 in business because, due to the covid-19, the customers could not move from one place to another. However, the company needed to maintain the operating expenses, which resulted in a net loss. However, when the impact of covid-19 had been reduced, visitors started moving from one place to another, resulting in an increase in this hotel's profit.
Return on capital employed: ROCE of this hotel had increased in 2021 compared to 2020. The ROCE was negative in 2020 because the company faced losses and could not generate any net profit using capital. However, in 2021, when visitors Stated travelling, it had increased to a greater extent.
Return on assets ratio: This ratio increased in 2021 than in 2020. In 2020, it was negative since the net profit was negative. The ratio in 2020 indicated that by using its assets, the hotel could not generate any profit, but in 2021 the hotel was able to generate.
Return on Equity: This ratio had increased in 2021 than in 2020. ROE is negative in 2020 since the net is negative. It indicated that the company could not generate profit by using the owner's investment, but in 2021 it had been able to generate profit.
Asset turnover ratio: The asset turnover ratio of this hotel had increased from the previous year because, in 2021, customers could move from one place to another.
[bookmark: _Toc120415807]Liquidity ratios:
Current ratio: The current ratio of this hotel increased in 2021 than in 2020. The ratio had increased as the sales of the hotel had increased. This indicates that the company's capability to pay short-term debts had increased to the previous year.
[bookmark: _Toc120415808]Gearing ratios:
Debts to Equity ratio: The debt-to-equity ratio had been decreased in this hotel in 2021 than 2020. The increased debt to equity indicated that the company had operations by taking the loan. As the number of customers of this hotel had reduced due to covid-19 for running its operations, the hotel needed to take a loan. While decreasing debt to equity ratio indicated that the company had been able to use its resources to generate profit by which it can maintain its operations.
[bookmark: _Toc120415809]Benefits and Limitations of ratio analysis:
[bookmark: _Toc120415810]Benefits:
In order to get insight into a company's financial health, analysts frequently employ ratio analysis. Financial statement analysis establishes the numerical or quantitative link between two results to determine a company's strengths and weaknesses, as well as its present financial condition and past performance. It aids in assessing the firm's performance by numerous interested parties (Hales, 2006).
Accounting ratios based on historical data provide insight into the trajectory of key performance indicators including costs, revenues, and profits. This ratio-based trend analysis may help inform the company's future activities.
A budget is a plan for the future based on the analysis of historical data. Budgetary estimates can be made with the use of accounting ratios. In the case of sales, for instance, historical sales data may be analysed and used to inform the establishment of a sales budget.
The effectiveness of its asset management and utilisation may be gauged using ratio analysis. Activity efficiency may be measured by comparing various ratios of activity. A company is only solvent to the extent that it can profit from selling its products or services. In addition to cost management, ratios may be used to monitor the efficiency of a business's various sections.
When two or more companies' performance is compared, it indicates which ones are efficient and which ones are not, allowing the latter to take corrective action (Kim and Ayoun, 2005). The easiest method to compare businesses is to look at how their key ratios stack up against the averages for their industry.
Liquidity, or the capacity to pay off short-term debt, is evaluated using ratio analysis. The liquidity ratio is a measure of a company's capacity to pay its debts and is used in credit research by lenders of short-term capital.
[bookmark: _Toc120415811]Limitations:
Ratio analysis is a powerful tool for investigating a company's fiscal well-being. However, various constraints should be remembered when doing such an analysis.
In order to determine various ratios, one must refer to the financial statements. While ratio analysis can be useful, its accuracy may be compromised by the constraints of financial reporting.
Accounting data and accounting ratios cannot be directly compared between businesses if they use different accounting principles governing the value of inventory, the charge of depreciation, Etc. (Marr, 2012).
The optimal ratio is subjective and cannot be defined with precision. If the current ratio is 2 (meaning the assets are twice as large as the liabilities), this is considered an extraordinary situation. Current assets should ideally equal to, if not greater, current liabilities. However, this may differ for businesses cooperating with their banks to provide cash when needed.
Ratios are only useful for quantitative analysis; thus, any qualitative information is discarded before the calculations are made. A high current ratio might not indicate a certain liquidity situation if a company's current assets comprise a significant quantity of outmoded goods.
To "window-dress" the financial accounts is to make them look better than they are. There are several ways a company's financial situation might be manipulated so that it appears better on paper than it is (Atrill and Mclaney, 2007). A company's financial health cannot be analysed using ratios from such a balance sheet.
Cost is the lone figure that appears on a balance sheet for fixed assets. As a result, it does not represent the actual changes in prices. This makes direct comparisons impossible.
While ratios might be useful, they should only be interpreted considering other factors, such as government policy, economic conditions, resource availability, Etc.
[bookmark: _Toc120415812]Conclusion:
By looking into the ratios of this organisation, it can be found that in 2021 the performance of this company had been good 2020. The overall profitability of the company had increased of this company. Due to covid-19, the company needed to make more sales as customers could not move from one place to another. Due to the company's net loss, the return on equity, return on capital employed, return on Assets and equity of this hotel had become negative. While by looking into the liquidity ratio of this company, it can be seen that due to the increased number of debts, the current ratio of this hotel had decreased, indicating the low power of the company to pay its debts. Lastly, the gearing ratio of this organisation had been developed, indicating that the company had been able to reduce its debts by paying money which ensures the sustainability of the company.
The company can increase the profitability ratios and overcome all losses by increasing the profit as the impact of the covid-19 has yet to be reduced; therefore, the covid-19 needs to measure all steps to increase customers visit. 
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Adapted from: https://www.macrotrends.net/stocks/charts/MAR/marriott/financial-ratios
Comparision Between 2020 and 2021

2020	Gross Profit	Net Profit	ROCE	Current Ratio	Debt to Equity Ratios	Return on Assets	Return on Equity 	Assets turnover	0.13800000000000001	-2.53E-2	-0.62092999999999998	0.49	24.13	4.2999999999999997E-2	-0.62090000000000001	0.42799999999999999	2021	Gross Profit	Net Profit	ROCE	Current Ratio	Debt to Equity Ratios	Return on Assets	Return on Equity 	Assets turnover	0.2021	7.9299999999999995E-2	0.7772	0.56999999999999995	7.17	-1.0800000000000001E-2	0.7772	0.54300000000000004	Ratios Name
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