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Executive Summary
The purpose of this report is to conduct a detailed analysis of the financial statements of the hospitality company Marriott International by the medium of profitability, gearing and liquidity ratios. Interpretation of the ratios of the company assisted in determining the extremely poor liquidity present in its context at the end of 2021. However, substantial improvements could be recognised in the company’s profitability and gearing ratios in the last two years. The other discussions in the report involve the identification of the various benefits and limitations that are related to ratio analysis. A range of ways in which ratios are important for decision-making in a company could be determined.
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[bookmark: _Toc120985394]Introduction
There is great relevance of financial management in businesses from all sectors and industries with the hospitality industry being no exception. Ratios are one of the key tools or metrics, which help companies in the attainment of strong financial management. The purpose of this study is analysing the financial statements of one of the most renowned hospitality companies in the world, which is Marriott International. Marriott International is a multinational company from America that licenses, operates as well as franchises lodging services for timeshare, hotel and residential properties (Marriott International, 2022). This hospitality company was found in 1927, which now owns a portfolio of above 8000 properties and 30 brands. In this study, the financial statement analysis of Marriott International is going to be conducted by the medium of using three types of ratios, which are profitability ratios, gearing ratios and liquidity ratios. Besides this, benefits and limitations present in ratio analysis will be discussed and the importance of ratios in decision-making will be analysed.
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[bookmark: _Toc120286204]Profitability
The category of ratios calculated in companies, which indicate their capacity of earning or generating profits, is called profitability ratios (Amanda, 2019). In the table and graph below, the three primary profitability ratios determined for Marriott International have been summarised – 
	Profitability ratios
		2020	
	2021

	Gross margin
	13.8019
	20.2136

	Operating margin
	0.7946
	12.629

	Net profit margin
	-2.5258
	7.931




Figure 1: Figure showing trends in profitability ratios
The profitability ratios considered above for Marriott International reflects that there has been a significant increase in its gross, operating and net profit margins in 2021 as compared to 2020. All these ratios show an extremely poor performance in 2020 with the net profit margin having negative figure in this year. However, its gross, operating and net profit margins successfully show increasing trends in 2021 and figures determined for this year show an adequate profit earned in this company. The other profitability ratios of Marriott International are indicating an increasing trend as well. In the table and graph below, the three other profitability ratios determined for Marriott International have been summarised –
	Profitability ratios
	2020
	2021

	Return on equity (ROE)
	-62.093
	77.7228

	Return on assets (ROA)
	-1.0809
	4.3009

	Return on investment (ROI)
	-2.7717
	10.2261




Figure 2: Figure showing trends in few other profitability ratios
The analysis of the above three profitability ratios of Marriott International reflect that extremely poor and negative ROE, ROA along with ROI was present in this hospitality company. However, significant improvements have been undergone in all these three ratios of the hospitality company in 2021. As a result, an increasing trend can also be noticed in these three profitability ratios of the company. Thus, to conclude, it can be stated that the analysis of the trends of the profitability ratios of Marriott International are indicating huge loss earned in the company in 2020. These losses are mainly because of the outbreak of the Covid-19 pandemic all over the lockdown, which affected the sales of the company largely. However, in 2021, the company has successfully earned profits resulting in increasing trends in all profitability ratios.
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The specific categories of ratios, which indicate the ability that a company possesses to meet all its current financial obligations, are known as liquidity ratios (Husna and Satria, 2019). In the table and graph below, the three liquidity profitability ratios determined for Marriott International have been summarised –
	Liquidity ratios
	2020
	2021

	Current ratio
	0.4911
	0.5659

	Operating cash flow per share
	0.0083
	-1.4565

	Free cash flow per share
	1.161
	-2.3594




Figure 3: Figure showing trends in liquidity ratios
The interpretation of the liquidity ratios considered above for Marriott International reflects that this hospitality company had a poor liquid position in 2020. However, a further decline can be seen in its liquid position in 2021. The current ratio of the company shows a slight decline in the past two years. However, the operating cash flow per share of this company in addition to its free cash flow per share have had massive decline in 2021 resulting in negative values. Thus, to conclude, it can be stated that the liquidity ratios of Marriott International are showing a declining trend in 2021. The declines in these ratios are considerable, which have led the hospitality company towards an extremely poor liquid position.
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The types of ratios, which indicate the ability of business organisations to meet their long-term debt obligations, are known as gearing ratios (Hidayat and Kurniasih, 2022). These ratios help companies in determining the manner in which their debts and equity are financed. They also indicate the capital structure of a company. In the table and graph below, the two primary gearing ratios determined for Marriott International have been summarised –
	Gearing ratios
	2020
			2021

	Long-term debt / capital
	0.9554
	0.8684

	Debt / equity ratio
	24.1302
	7.1697




Figure 4: Figure showing trends in gearing ratios
[bookmark: _Toc120286207]The analysis of the two above gearing ratios of Marriott International reflects that both its long-term debt to capital ratio and its debt to equity ratio have decreased over the past two years. However, in the case of gearing ratios, a decrease is an indication of improved gearing or solvency. Thus, to conclude, it can be stated that the gearing ratios of Marriott International are showing an improving trend and a better solvency has been accomplished in this hospitality company in 2021.
Depending on the discussions made above, it can b summarised that there has been significant improvements in the profitability ratios of Marriott International in addition to its gearing ratios. However, a massive deteriorating trend can be identified in the case of the liquidity ratios of this hospitality company. As a result, immediate improvements must be made in its liquidity ratios to achieve a better liquid position. The recommendations for Marriott International to improve its liquidity ratios include selling off unproductive assets, controlling overhead costs and cutting back on costs. Automating the credit control systems, strong management of debtors and creditors along with usage of long-term financing are a few other recommendations for this company to improve its liquid position.
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The usefulness of ratio analysis is considerable for all companies. However, apart from benefits and usefulness, ratio analysis possesses certain limitations as well, a discussion on which is made below –
· The financial statements of a company are unable to account for the effects of inflation (Ruslim and Michael, 2019). This is because all financial statements are periodically released time difference in time between these releases. However, the inflation arising between these time differences turn out being a failure for the determination of the real prices. As a result, ratio analysis done for a company turns out being wrong.
· Moreover, there are no standard definitions available for analysing ratios. Ratios are defined in different ways due to which interpreting the results of ratios become difficult. Due to no standard definitions available, some ratios are incorrect interpreted as well.
· All ratios are calculated depending on the financial statements of businesses. However, to fulfil their own interests, the managers of a company often alter the figures recorded in financial statements. Such manipulation of the financial statements of a company also ends up making its ratio analysis inefficient.
· Besides this, ratios are unable to interpret of the non-financial measures of a company. They possess the capacity of evaluating only its financial performance. However, non-financial performance is also important to be evaluated in companies.
· Lastly, ratio analysis possesses the drawback of being based on historical information (Alexander, 2018). The analysis of ratios cannot reflect the present or future performance information of companies.
The managers working in Marriott International should be considering all the limitations associated with ratio analysis, as discussed above. There can be significant effects of not considering these limitations of ratio analysis on the decisions made or actions taken based on analysis of ratios, thereby affecting its financial management negatively. As stated by Robinson (2020), it is important for all business organisations to develop a strong understanding of ratios as well as the fluctuations of ratios. The understanding of ratios is also essential for hotel management. It is because understanding ratios and the fluctuations that occur in these ratios affects the analysis of the financial statements of a hotel. For example, in Marriott International, the understanding present in the managers about ratios and their fluctuations assists them to analyse all the financial figures recorded in its year-end financial statements.
Based on the evaluation of these year-end financial statements, the managers of this hospitality company can be analysing its financial performance and financial health in terms of liquidity, profitability, gearing and other aspects. The deteriorations or improvements in the company’s performance can be recognised while the steps that are essential for further improvements can be easily adopted. Moreover, in a hospitality company, understanding ratios and fluctuations is important to evaluate the efficiency present in the decisions made by their managers or the initiatives that they adopted earlier. The determination of increasing trends helps a hospitality company to recognise that the managers’ decisions and initiatives were effective and vice versa. Thus, good hotel management can be attained due to understanding ratios and their fluctuations in the manner described above.

[bookmark: _Toc120286208][bookmark: _Toc120985397]Benefits and Limitations of Ratio Analysis
The financial ratios are referred to as metrics of evaluating the financial health and financial performance accomplished in companies. In this context, Endri (2020) stated that the meaningful information can be gained about the financial performance of companies through the analysis of ratios. The calculation of the ratios of a company is done through comparing the different figures that are recorded in a company’s financial statements. Liquidity ratios, profitability ratios, efficiency ratios, market value ratios and gearing ratios are the few fundamental types of ratios calculated in companies. These ratios provide a detailed reflection on the profit-generating capacity, liquidity, capital structure, growth, asset utilising efficiency and stock market performance achieved in companies over several periods.
One of the key ways in which ratios are helpful for companies includes their contribution towards identification of their financial strengths and financial weaknesses. Apart from this, the ratios of the previous year of a company are also beneficial for the anticipation of its future performance. These are the few common benefits related to ratios. However, the key benefit of ratio lies in terms of its importance in decision-making. Ratios help in making a range of decisions in a company (Restianti and Agustina, 2018). For example, in Marriott International, one of the primary reasons for which ratios is important includes the contribution of ratios in validating or disapproving the operating decisions made in the company. Apart from this, ratios also help the company in terms of validating or disapproving its financing and investment decisions.
Besides this, ratios help the managers of a company to compare the performance it has accomplished either with industry averages or with the performance of competitors in the industry (Kadim et al., 2020). Depending on the comparisons made, its managers are able to adopt new business strategies or make changes to existing strategies to achieve a better performance in the industry and perform better than competitors. Moreover, as ratios are successful in terms of pinpointing the problematic areas of a company, its managers are able to make a range decisions to improve these areas. For example, in Marriott International, managers are able to detect the areas of problem existing in its financial performance. Accordingly, strategies can be developed so that the performance in these areas can be improved. As a result, ratios have great importance for decision-making and improve the financial management in hospitality companies through improving their financial decisions.
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Hence, to conclude, it can be stated that this report has been largely beneficial to realise that ratios are one of the most important tools for ensuring financial management in the hospitality industry. The ratios analysed for Marriott International indicates that the company has extremely poor liquid position in both 2020 and 2021 with further decreases recognised in 2021. However, liquid position of the company can be improved by using the recommendations provided in this report. The profitability and gearing ratios of Marriott International could be determined to have an increasing trend in 2021. On the other hand, it could be determined that ratio analysis and an understanding of its fluctuations is important for hotel management. A range of ways in which ratio analysis helps a company in terms of decision-making could be analysed in detail. Hence, the findings have been of increasing importance to understand the analysis of financial statements in the hospitality industry.
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