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[bookmark: _Toc121430645]Introduction
Marriott Hotels and Resorts is a famous American multinational hotel and resort that was founded in 1967. Headquartered in Bethesda, Maryland, Marriott Hotels have 582 hotels with 205053 rooms worldwide and resorts, and up to 160 hotels are planned for development. The company was founded by J Willard Marriott by opening its first hotel, Named Quality Inn, near a Washington airport. After two years, another hotel was opened with the brand name Marriott Hotel. Currently, the company has hired 120000 employees and has generated revenue of 13.86 billion us dollars in 2021, which makes it one of the most successful brands in the hispidity industry.
This report contained a detailed financial ratios analysis based on the annual reports.
[bookmark: _Toc121430646]Profitability Ratios 
Profitability ratios refer to the class of financial metrics used for analyzing and assessing a company's ability to generate earnings from given resources which are explained below
	Profitability Ratios 
	2021
	2020

	Net Profit margin
	7.93
	-2.25

	Gross Profit Margin 
	20.21
	1.8

	Operating Profit Margin
	12.62
	0.78

	Return on Assets 
	4.30
	- 1.08

	Return on Equity 
	77.72
	- .60.0



[bookmark: _Toc121430647]Net Profit Margin 
Net profit margin refers to how much a company is generating a net profit by comparing it with the revenues generated in a year. It is usually calculated as a percentage. It indicates how much percentage in the pound a profit is contained in the revenue generated. 
From the above table, Marriott has generated a net profit of 7.93 percent in 2021, much higher than the previous year. Although net profit generated in 2021 is a positive sign for the company. However, Marriott faced a loss in 2020 due to the lockdown and restrictions on economic activities in the world. However, after lifting restrictions, the hospitality industry enjoyed a higher profit in 2021 as shown in the table above (Drake and Fabozzi, 2012). 
[bookmark: _Toc121430648]Gross Profit Margin 
Gross profit margin is an essential financial matrix for analyzing and assessing a company's financial health. It is calculated by subtracting expenses incurred on selling products or services. The gross profit margin is indicated in percentage form. Higher, the better. 
From the above table, Marriott has generated a gross profit of only 1.8 percent in 2020, which is a much lower value than the GP generated in 2021. The reason behind lower earnings in 2020 is the application of restrictions on economic activities and keeping social distance. However, the company generated a profit of 20.21 percent in 2021 after lifting lockdowns, which is a healthy amount and provides an excellent return to investors. 
[bookmark: _Toc121430649]Operating Profit Margins
Operating profit margin reform to the amount generated in each dollar after paying all operating costs but before tax. It is calculated by dividing operating expenses by the net sales of the company. Higher values are better for the company as it shows the healthy financial capability of the company.
The above table indicates that the operating profit generated by Marriott hotels is only 0.78 percent due to the lower demand of the hospitality industry and government restrictions after the emergence of covid 19. However, Marriott hotel generated a healthy gross profit in 2021 after the lifting of government restrictions and the rising demand for tourism in the world. 
[bookmark: _Toc121430650]Return on Assets 
Return on assets is a type of profitability ratio that indicates how well a company deploys its assets to generate revenue and profits. A higher value is more attractive for investors for the company and indicates good financial health (Gorener, Dinçer and Hacioglu, 2013). 
The above table indicates that Marriott hotels have generated negative ROA due to the restrictions applied by covid for stopping covid 19 in the general public. However, after the removal of economic activities, Marriott hotels generated a return on assets of 4.3 which is a healthy financial return for the company's investors. 
[bookmark: _Toc121430651]Return on Equity 
Return on equity is a significant financial metric that indicates how much profit is generated by the investment of shareholders. Higher the value, the more attractive option for the investors. 
The above table indicates that shareholders faced a loss of 60 as compared to the ROE of 77.72, which is due to the increased demand of the hospitality industry and the rising demand for tourism after covid 19 restrictions. 
[bookmark: _Toc121430652]Liquidity Ratios
Liquidity ratios are very important financial metrics as it indicates the company's capability to pay off its current and long-term obligations through its own capital or without raising more funds from external resources like banks and financial institutions. The following table contains d a detailed analysis of the liquidity ratio of Marriott Hotels 
	Liquidity Ratios
	2021
	2020

	Current Ratio
	0.56
	0.49



[bookmark: _Toc121430653]Current Ratio 
The current ratio refers to the entity's capability to pay off its debts from existing resources without raising funds from the outside, like banks, financial institutions, and potential investors. A higher value indicates the good financial health of the company. The above table indicates that Marriott Hotels has less than one value which means that Marriott s facing difficulties in paying its outstanding debts. Although the situation is slightly improved in 2021 after increasing sales the company, there is still a need of better strategic planning (Hashemkhani Zolfani, Yazdani and Zavadskas, 2018).
As Marriott does not involve in trading or selling products like retailers. Therefore, no need to calculate quickly as Marriott is purely a services company. 
[bookmark: _Toc121430654]Gearing Ratios 
Gearing ratios invites the company's borrowed funds from outside institutions with its equity. Gearing ratios show how company operations are funded by the investor's payments versus borrowed money. The gearing ratios of Marriott Hotels have been explained below
	Gearing Ratios
	2021
	2020

	Debt to Equity Ratio
	7.16
	24.13

	EBIT Margin
	12.62
	0.79

	EBITDA Margin
	14.75
	5.3



[bookmark: _Toc121430655]Debt to Equity Ratio 
The debt to equity ratio indicates how much costs of operations are carried on with the investor's equity versus with the borrowed funds. The above table indicates that Marriott Hotels had a higher debt to equity ratio in 2020 as the company was not able to generate revenues for operations due to the covid 19 restrictions. However, in 2021 the situation improved as revenues and demand for tourism increased. So, Marriott Hotels is in its favorite financial health in 2021 and can easily pay off its debts (Hilkevics and Semakina, 2019). 
[bookmark: _Toc121430656]EBIT Ratio 
Earning before interest and tax ratio indicates whether a company can pay off interest amount from its profits. A high value indicates a higher risk for the company to pay off its interest amount from the existing profits. 
The above table indicates that Marriott hotel has a lower EBIT ratio which is a positive sign for the financial leverage of the company. However, this ratio increased in 2021 to 14 percent, which might be due to obtaining more funds from outside resources. However, rising not profits will early cover these expenses. 
[bookmark: _Toc121430657]EBITDA Ratio 
It refers to the earnings before interest, tax, depreciation, and amortization divided by the revenue generated in a year. Higher values indicate a higher risk for the company. The above table indicates that lower ratio in 2020. In 2021, the ratio was increased to 14.75 percent, which is not a high ratio that can be considered a financial risk for Marriott Hotel. 
[bookmark: _Toc121430658]Limitations of Financial Ratios 
Applying financial ratios to the annual reports of the company can help in understanding the bigger picture of the company. These ratios also alert about potential trading and investing activities. Companies have to depend on many factors for managing their internal operations, and many external elements can influence the economic activities of the company, like market conditions and government policies. Investors also use financial ratios to understand the company's financial health and find investment opportunities (M Nuhu, 2014). Although financial ratios are important for assessing the company's financial health, however, there are certain limitations of the ratios, which are explained below.'
[bookmark: _Toc121430659]No Two Companies are Same 
It must be noted that no companies can work exactly or seem alike as they operate in different environments and activities. For example, capital intensive companies like Airbus and Boeing always have a high gearing ratio due to the high values of units produced and the slow process of growing the business. Similarly, companies involved in software development always have higher values of the software to sell in the market. Therefore, ratios like return on equity and return on assets must be assessed accordingly. 
[bookmark: _Toc121430660]Size of the Company Matters 
Assessment of companies for ratio analysis should be different for larger and smaller sized companies. Smaller companies like SMEs may have higher debt ratios due to the larger amount of debt present in the company. On the other, companies that enjoy faster business growth may reuse discounted cash flows for better understudying of assets (Mao, Kim and Miao, 2021). 
[bookmark: _Toc121430661]A Change in Destiny
If the company introduces completely new product ranges, especially technology-related ones, it would be difficult for the investors to understand and assess the company's future performance. Moreover, the company's leadership might be involved in restructuring internal operations, borrowing vast amounts of money, and undergoing rapid changes. The assessment of ratio analysis will not work according to traditional ratio analysis methods. 
[bookmark: _Toc121430662]Change in the Economic Cycle 
The country's government can make significant economic changes like introducing new legislations, tax rates, and tariffs or imposing certain restrictions that can influence the company's operations. This way, ratio analysis assessment should be changed according to the external environment. 
[bookmark: _Toc121430663]Ratio Analysis based on Hospitality Industry 
The above ratio analysis of Marriott Hotels indicates major fluctuations in the financial, gearing, and liquidities which are influent by external factors like government restrictions applied due to covid 19. Many industry sectors like the airline industry, fashion industry, heapability industry, and traveling sector failed huge losses in 2020 due to lockdowns. Therefore, an assessment of ratio analysis should be made according to the current economic situation (Al Karim, 2013). 
[bookmark: _Toc121430664]Benefits of Ratio Analysis for Decision Making 
Financial statements and annual reports of companies are very complex and require a basic understanding of accounting and finance, which might be difficult for every reader or potential investor. However, ratio analysis assists entrepreneurs and investors in assessing the company's performance and comparing it with others. As it is an essential measurement between two or more components of a financial statement, these ratios can help develop a better understanding of the company's financial performance and uncovering signs of trouble. Some of the benefits of ratio analysis for decision makers have been explained below
[bookmark: _Toc121430665]A Standardized Comparison Method 
Perhaps it is one of the essential benefits of ratio analysis, which helps in comparing the ratio of one company to another. investors can find opportunities for investment through judgment and analyzing a company's performance on the bases of sales volume size and market share. 
[bookmark: _Toc121430666]Stock Valuation 
A common language of ratio analysis helps investors and decision makers analyze and evaluate financial statements and communicate strengths and weaknesses. Therefore, a careful assessment of the company can help in deciding the strength of the company and buying shares (Palepu et al., 2020). 
[bookmark: _Toc121430667]Planning and Performance 
Ratio analysis helps strategic management of the company, entrepreneurs, and strategic planners to analyze the company's performance and make decisions accordingly. Owners of small companies can implement internal operations and make different investment decisions for managing internal operations and increasing the overall return and profitability of the company. The ratio becomes a means of bringing strategic change in the operations through restructuring or change management for diversifying operations (Gibson, 2012). 
[bookmark: _Toc121430668]Conclusion 
Marriott Hotel is a famous American hospitality company headquartered in Maryland, United States. This report contains a detailed ratio analysis of Marriott Hotels for 2020 and 2021. Hospitality Industry has faced a massive pitfall during the emergence of covid 19 as governments of different countries applied restrictions on economic and movement activities. Therefore, the hospitality industry, like Marriott Hotels, faced huge losses and decreased customer demand in 2020. However, after lifting restrictions, Marriott enjoyed profits which are indicated in a detailed ratio analysis of annual reports. 



image1.png




image2.png




