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[bookmark: _Toc121423414]Executive summary
Marriott Inc. has been considered for the analysis purpose and it has been performed in the required manner. The report has provided all the details for the ratios which are relevant for the financial evaluation of the company. The main categories which are used for the ratios involved liquidity, gearing and profitability. There are proper calculations which have been made and with that proper representation is made on graphs also. The performance of the company in terms of profitability is adequate as an increase in the same and has been noted. The liquidity and gearing position of the business is not suitable and there is high risk involved with the same. The adverse conditions are involved and the company will not be able to perform in a beneficial manner.
There are various other aspects which have been covered in relation to the importance and limitations of ratios. The manner in which they are useful for the company has been ascertained. With this, the involved limitations are also provided so that they can be considered whole in performing the analysis and interpreting all the findings. 
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[bookmark: _Toc121423415]Introduction
The report will be presenting information in respect of Marriott Inc. which is carrying operations in the hotel industry and is an US-based company. There are various operations which are performed such as residential properties, hotels and franchises. The group is carrying the activities with various names such as Le Meridian and Westin. The hotels are arranged in various areas and this provides service all over. 
The financial analysis will be performed for the organization in the report and this will help in gaining an understanding of overall position and performance maintained by the company over 2020 and 2021. The information which has been presented in the final accounts will be used and then the ratios will be calculated accordingly. There will be use of the tool so that better interpretations can be made and the results can be understood in an effective manner. The results will also be presented with the help of graphs which will make the findings clearer. The advantages and disadvantages associated with using the ratios will also be identified. 
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The tool which is used for the current evaluation is ratios and that is an important technique by which the analysis of the financial position will be made. There are various items which are included in the financial statements and they change with each year (Babalola and Abiola, 2013). Ratios will be used to identify the changes and make proper interpretations of the same. The calculations will be made in three areas which are liquidity, profitability and gearing. This will help in making the analysis in all the areas and by that the position will be evaluated (Adedeji, 2014). The calculations will be carried out with the help of the available formulas so that correct findings are attained. The findings are presented under each category and graphs are also prepared which will help in making a clear presentation of results. 
[bookmark: _Toc121423418]Profitability
Profit earning is an important motive of the business and for that, it is required adequate amounts are earned. In the business, there are various operations which are carried and from that revenues are made (Mao, Kim and Miao, 2022). In relation to the sales, various expenses are also incurred and they are considered to determine the net value of profits which are available. The evaluation of profitability is required to be made from various aspects and in that some ratios are calculated. 
	Particulars
	Formula
	2020
	2021

	Net profit margin
	Net profit/sales * 100
	-2.53%
	7.93%

	Return on capital employed
	EBIT/capital employed
	0.44%
	9.14%

	Operating profit margin
	Operating profit/sales *100
	0.79%
	12.63%




The net profit is the amount which is remained with the business after meeting all the expenses, finance costs and taxes. This is the net value of profit and is considered for evaluation under the net profit margin (Nuhu, 2014). This ratio provides the percentage of profit made on the sales so that it can be evaluated. The ratio was for -2.53% in 2020 which is now 7.93% in 2021. The increment has been noted and this is beneficial for the company as there were losses in the past year which are not available. There is an increase in the overall revenue earned by Marriott but the expenses have been controlled which has made the profits increase. This will be creating a positive image of the company in the market as profits are available.
The capital is included in the business which helps the company in managing its operations. There are returns which are made with the help of the same and that is determined with the use of the return on capital employed (Sahu and Charan, 2013). The rate at which profits are earned on the capital employed is identified with this. The use of the financial information given for Marriott is made and it is identified that the growth in the same is made from 0.44% to 9.14% in 2021 (Macrotrends, 2021). The increment which is made in the capital is lower but the company has earned higher with the same in terms of revenue and that has caused the overall increment in the ratio. This will be affecting further processing also as the company will be utilizing the capital in an effective manner. 
The profits which are earned from the operations are covered under operating profits and in this, all the other expenses relating to finances and taxation are not included (Hatefi, 2019). The sales value and operating profits are used to calculate the same and that shows the rise to 12.63% from 0.79% in 2020. The revenues have increased which has made the operating profits to rise as the company has carried out more activities in 2021. 
The overall profitability position of the company is favourable as there is an increment in the same for the current period. Further evaluation of other aspects will be made to ascertain the final position of the company. 
[bookmark: _Toc121423419]Liquidity
The company is required to meet its day-to-day obligations and expenses and for that appropriate level of liquidity is required to be maintained. There is the need for this to be maintained as then only the outsiders will believe in dealing with the company (Adam, 2014). The calculation of some important ratios is made for this purpose and they are reflected here. 



	Particulars
	Formula
	2020
	2021

	Current ratio
	Current assets/Current liabilities
	0.49
	0.57

	Net working capital ratio
	Working capital / Total assets
	-0.12
	-0.11

	Quick ratio
	Quick assets/Current liabilities
	0.46
	0.53




In any entity there are current assets and liabilities which are involved and in order to maintain a strong liquidity position there should be proper balance among both of them. The evaluation of same is carried with the help of current ratio in which both the factors are considered (Delen, Kuzey and Uyar, 2013). The standard required for the same is at 2 which should be maintained to have a strong position. This will ensure all the creditors that the company will be able to meet the obligations in a proper way. Marriott is maintained at 0.49:1 in 2020 which is 0.57:1 in 2021 and this shows a rise in the ratio. The same is because of the investment made by the company in its current assets which have increased (Marriott, 2021). The rise is also involved in current liabilities but that is proportionately at a lower level. The standard requirement is not met and at the current stage there will be an issue with the company in making the liability payment due to insufficient assets available with it.
The working capital of the company is required to carry out the activities of the business. It is calculated by subtracting the current liabilities from current assets and that is then divided by the total assets to ascertain the working capital ratio (Halkos and Tzeremes, 2012). With the help of it, the amount of working capital in comparison to assets is identified. There is a negative amount of working capital which is involved as the liabilities are more and this shows a weak liquidity position of the company. 
There are some assets which are more liquid in comparison to others and they are the ones which are considered for calculating the quick ratio (Restianti and Agustina, 2018). This provides the liquidity position of the company in respect of the quick assets from total current assets. The ratio is to be at a minimum of 1 in order to meet the liabilities at the proper time. The calculation shows the ratio at 0.46:1 in 2020 and not 0.53:1 in 2021 which is not a suitable position. The rise is due to the increase in quick assets but still the company will not be able to maintain the position and there is a need for further improvement to make the position better. 
Marriott Inc. is not having a strong liquidity position and this can be ascertained from the calculations made. There is the need for the current to make a decline in its liabilities or the current assets need to be increased further. 
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In order to perform the operations in an effective manner there is a need for funds. They are collected by the company from various sources and with that the gearing position is affected (Asiri and Hameed, 2014). In this, all the sources are compared and the manner in which funds are invested is also considered. The balance is to be maintained and to identify the same in relation to Marriott following calculations are made. 
	Particulars
	Formula
	2020
	2021

	Debt to equity
	Long term debt/Total equity
	21.40
	6.60

	Equity ratio
	Total equity/total assets
	0.02
	0.06

	Debt ratio
	Total liabilities/Total assets
	0.98
	0.94




The company uses debt and equity to collect funds and they are required to be maintained in proper balance. The involved values for them are used to make calculation and it is better for the company if there is low value which is involved (Beaver, Correia and McNichols, 2012). This is due to the reason that with higher ratio there will be more debts which will be involved and the profits will also be affected as more finance cost will be involved. The ratio has declined from 21.40 in 2020 to 6.60 in 2021 as the company has made an increment in the equity value. The decline is made but still, the ratio is at a higher position and that is not in the favour of the company. There will be a negative impact as the weak gearing position is maintained and a higher number of debts are available. 
The equity and assets are considered in the calculation of the equity ratio and the management of assets are also considered (Amelia, 2015). The funds used for assets are considered and the calculation shows an increase from 0.02 to 0.06 in 2021. The rise is involved but there is a very low equity ratio which is not good. This reflects that higher funding is made from debts and that is not good for the entity. 
The liabilities and assets are compared with each other in the debt ratio and it is needed to be kept on the low side as then only the company will be benefiting (Hasanaj and Kuqi, 2019). In case fewer liabilities are involved then only the higher gain will be made by Marriott Inc. The ratio has shown a decrease from 0.98 to 0.94 which reflects the decrease in the proportion of liabilities. The ratio is then also at a higher level and Marriott is required to make the changes for the same. 
The leverage position of the company is not strong and there is a need for improvement to be made so that the required benefits can be attained. 
[bookmark: _Toc121423421]Benefits and limitations of ratio analysis
In the process of evaluation of the financial statements, ratio analysis has proved to be of great importance and the same has been used for analyzation of Marriott Inc. This helps in identifying the overall performance of the company and key areas in which the need for improvement exists. The company will be able to plan further actions according to findings so that the required results are attained (Banks, 2022). The liquidity position of the company ensures lenders and creditors that their money will be provided to them on time or not. All the changes will be identified and this will help the external parties in making the required decisions in relation to the company (Ryan and Irvine, 2012). All the results will be used to make further plans which will help in the attainment of the goals of the business.
There are certain limitations also which are associated with the ratios and they need to be understood. The accounts of the company are prepared by incorporation of various policies and standards. There are various items which are involved in them and are also used for the calculation of ratios (Byjus, 2022). All the changes which are made in the policies affect the values but the impact of the policy change is not reflected in the ratio calculation. The accounts which are presented and the information used from them can be manipulated and hence results which are attained are not reliable. There are various aspects covered in each head but they are not considered while applying the formula and so the correct position is not reflected with the same. 
In the ratios, only the internal information is considered and no importance is given to external factors which are also relevant to the business (Nufus et al., 2020). The impact of them on the business and its performance is not included and so that makes the analysis to be incomplete. The information used is historic and in the current data is not covered. This makes the decision to be affected as the current period changes are not covered. 
[bookmark: _Toc121423422]Conclusion
In the report, complete analysis of the financial statements has been carried out for Marriott Inc. and in that the evaluation of the financial aspects is made. The same is carried out with the help of available information that is used to calculate the involved ratios. The calculations are made which have helped in ascertaining the increment and decline made by the company. The increment has been noted in terms of profitability position as the company has made higher sales and with that expenses have been reduced. The position in terms of liquidity and leverage has also been considered and that adverse position is ascertained. There is a negative position maintained with adverse working capital and a very high debt-to-equity ratio. This will be affecting the company in the coming period also as the obligations will not be met by the company in an adequate way. There is no proper balance among various aspects of the gearing position and that impact is also made on other areas of the business such as profits. 
The complete analysis is made and the importance of ratios has also been provided in the same. The manner in which limitations are involved in using the ratio has been considered and they will be useful to incorporate proper findings. 
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Profitability ratios 

2020	
Net profit margin	Return on capital employed	Operating profit margin	-2.5257780720840034E-2	4.4329516069449579E-3	7.946268091949673E-3	2021	
Net profit margin	Return on capital employed	Operating profit margin	7.9310095980370934E-2	9.1402904000835686E-2	0.12628996175218302	



Liquidity ratios 

2020	
Current ratio	Net working capital ratio	Quick ratio	0.49113351877607786	-0.11849722683292174	0.45984005563282337	2021	
Current ratio	Net working capital ratio	Quick ratio	0.5659434992976432	-0.10883262239267405	0.52676759793975336	



Gearing ratios 

2020	
Debt to equity	Equity ratio	Debt ratio	21.402325581395349	1.7408202097081091E-2	0.98259179790291895	2021	
Debt to equity	Equity ratio	Debt ratio	6.6004243281471	5.533596837944664E-2	0.94466403162055335	
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Required information

Particulars 2020 2021

Total assets 24701 25553

EBIT 84 1750

Current liabilities 5752 6407

Net profit -267 1099

Capital employed 18949 19146

Sales 10571 13857

Current assets 2825 3626

Operating profit 84 1750

Working capital -2927 -2781

Prepaid expenses 180 251

Total liabilities 24271 24139

Quick assets 2645 3375

Total equity 430 1414

Long term debt 9203 9333

Profitability ratios

Particulars Formula 2020 2021

Net profit margin Net profit/sales * 100 -2.53% 7.93%

Return on capital employedEBIT/capital employed 0.44% 9.14%

Operating profit margin Operating profit/sales *100 0.79% 12.63%

Liquidity ratios

Particulars Formula 2020 2021

Current ratio Current assets/Current liabilities 0.49 0.57

Net working capital ratio Working capital / Total assets -0.12 -0.11

Quick ratio Quick assets/Current liabilities 0.46 0.53

Gearing ratios

Particulars Formula 2020 2021

Debt to equity Long term debt/Total equity 21.40 6.60

Equity ratio Total equity/total assets 0.02 0.06

Debt ratio Total liabilities/Total assets 0.98 0.94


Microsoft_Excel_Worksheet.xlsx
Sheet1

		Required information

		Particulars		2020		2021

		Total assets		24701		25553

		EBIT		84		1750

		Current liabilities		5752		6407

		Net profit		-267		1099

		Capital employed		18949		19146

		Sales		10571		13857

		Current assets		2825		3626

		Operating profit		84		1750

		Working capital		-2927		-2781

		Prepaid expenses		180		251

		Total liabilities		24271		24139

		Quick assets		2645		3375

		Total equity		430		1414

		Long term debt		9203		9333



		Profitability ratios

		Particulars		Formula		2020		2021

		Net profit margin		Net profit/sales * 100		-2.53%		7.93%

		Return on capital employed		EBIT/capital employed		0.44%		9.14%

		Operating profit margin		Operating profit/sales *100		0.79%		12.63%



		Liquidity ratios

		Particulars		Formula		2020		2021

		Current ratio		Current assets/Current liabilities		0.49		0.57

		Net working capital ratio		Working capital / Total assets		-0.12		-0.11

		Quick ratio		Quick assets/Current liabilities		0.46		0.53



		Gearing ratios

		Particulars		Formula		2020		2021

		Debt to equity		Long term debt/Total equity		21.40		6.60

		Equity ratio		Total equity/total assets		0.02		0.06

		Debt ratio		Total liabilities/Total assets		0.98		0.94
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