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[bookmark: _heading=h.gjdgxs]Executive summary 
This project is going to explore the financial position of Marriott for the financial years 2020 and 2021. The “ratio analysis method” helps to determine the ratio difference between these two financial year’s trends. The key knowledge obtained from the ratio analysis method was evaluated in the second phase of the project. This is one of the most important discussion points of the project and the last discussion element on the advantages and limitations of ratio analysis. These are all discussion points of this knowledgeable project and some recommendations are provided in the last phase of the project. 
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[bookmark: _heading=h.30j0zll]Introduction 
Marriott is one of the most famous and popular Multinational companies based in America. Marriott operates licensed lodging and franchises including residential, timeshares properties, and hotels. They are regulating big businesses all over the world. The management of the company maintains its business in a very organized way. Through these good management processes, they are able to identify crucial issues and they are also allowed to solve the problems of their business to chase the success goals. This project is going to discuss the financial position of the company for 2020 and 2021. The difference between the 2020 and 2021 ratios is discussed and analyzed in the analysis phase of the project. The project also reflects the calculation of the profitability ratio, liquidity ratio, and gearing ratio of Marriot for the financial years 2020 and 2021. This calculation ratio helps to identify the financial position of each year and also helps to understand the financial difference between 2020 and 2021. The benefits and berries of ratio analysis are also discussed in this project. This is the main objective to execute the project and this is one of the most crucial and knowledgeable projects on the “financial ratio analysis” of Marriott. 
[bookmark: _heading=h.1fob9te]Discussion
[bookmark: _heading=h.3znysh7]Financial Analysis Trends 
This phase of the project reflects the financial position difference between the financial year 2020 and 2021. The ratio analysis is a method to identify the profitability position, liquidity position, and gearing position for each financial year. Through this “ratio analysis method”, the higher authority of the organization is able to comprehend the financial issues of the organization and they are also allowed to make the proper strategies to chase the success goals and generate more profits from the business (Siripipat Thanakul, et al, 2021). The profitability ratio, Liquidity ratio, and gearing ratio of Marriott for the years 2020 and 2021 are reflected in the below tables. 
Profitability Ratio
	PROFITABILITY RATIOS:
	2021
	2020

	Gross Margin
	20.21
	13.80

	Gross Profit/Sales*100
	 
	 

	Operating Margin
	12.63
	0.79

	Operating Income/Sales*100
	 
	 

	PreTax Margin
	8.52
	-4.41

	PreTax Income/Sales*100
	 
	 

	Net Profit Margin
	7.93
	-2.53

	Net Income/Sales*100
	 
	 

	Return on Equity (ROE)
	77.72
	-62.09

	Net Income/Tot.Equity
	 
	 

	Return on Assets (ROA)
	4.30
	-1.08

	Net Income/Tot.Assets
	 
	 


Table 1: Profitability ratio 
(Source: Self created in MS Excel)
The above table reflects the profitability ratio of Marriott for the financial years 2021 and 2020. The profitability ratio is a financial metric that is used to understand the ability to generate profits for the business. The gross margin ratio is one of the most important ratios of profitability ratio. The gross profit ratio of Marriott for the year 2020 was 13.80 and in 2021 their gross margin ratio was 20.21. A 20% gross margin ratio is considered good and an over 10% ratio is considered average. This means the gross margin ratio for the year 2021 was healthy and the gross margin ratio for the year 2020 was average (Sheel, 2019). Marriott’s gross margin ratio for 2021 was better than the previous year. They increased their ability to earn more profits from the business. The operating margin is another important ratio of profitability. The operating margin of Marriott for the year 2021 was 12.63 and in 2020 their operating profit margin was 0.79. A 15% and over operating margin ratio is considered high and under 10% is considered low. That means their operating margin for 2021 was average and for 2020 operating margin ratio was very low. The 2021 operating margin ratio is better than in 2020 (Reardon, 2022). The below figure reflects the “gross margin ratio” and “operating profit margin” ratio position for each financial year. 
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Figure 1: Gross margin and operating margin ratio for 2021 and 2020
(Source: Self-created in MS excel)
The pre-tax margin ratio for the years 2021 and 2020 was 8.52 and -4.41. The business earning ability before paying the tax is understood through this pre-tax margin ratio analysis method. A good pre-tax margin ratio is required, 8% pre-tax margin ratio. This is considered a good pre-tax margin ratio. That means their pre tax margin ratio for the year 2021 was good and for 2020 their pre tax margin ratio was very low (Alvarez, et al, 2021). The net profit margin ratio played a crucial role in the profitability ratio. Over 20% net profit margin ratio is considered a healthy and strong net profit ratio and under 5% conceded a low net profit margin ratio. Their “net profit margin” ratio for 2021 was 7.93 and for 2020 their “net profit margin” ratio was -2.53. That means their “net profit margin ratio” for the year 2021 was average and for the year 2020 their net profit margin ratio was low. In 2021 their earning ability was higher than the 2020 financial year. The return on equity of Marriott’s business for the year 2020 was -62.09 and for the year 2021, their ROE was 77.2. Between 15 to 20% ROE ratio is considered good. So the ROE ratio of 2021 was healthy but 2020’s ROE ratio was too low (Bello and Sensini, 2020). So the ROE ratio of 2021 was higher than the 2020 ROE ratio. The return on assets ratio is another important ratio of profitability. This ratio analysis aids to understand “the asset position” of the company and the ability of the asset to earn a profit in each financial year. Generally, over 5% return on assets ratio is considered good and over 20% excellent. The return on assets ratio for the year 2021 was 4.30 and for 2020 the return on asset position was -1.08. So their “return on assets” for the year 2021 was average and in 2020 their return on asset position was very poor. That proves their return on asset ratio for the financial year 2021 was better than 2020. The position of the profitability ratio is reflected in the below figure. 
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Figure 2: Profitability ratio 
(Source: Self created in MS Excel)
Liquidity Ratio
	LIQUIDITY RATIOS:
	 
	2021
	2020

	Current Ratio
	 
	0.57
	0.49

	Current Assets/Current Liabilities
	 
	 
	 

	Cash Ratio
	 
	0.22
	0.15

	Cash/Current Liabilities
	 
	 
	 


Table 2: Liquidity ratio
(Source: Self-created in MS Excel)
The above table reflects the liquidity ratio of Marriott for the years 2020 and 2021. The current ratio and the “cash ratio” are one of the most important ratios in the liquidity ratio (Reardon, 2020). The “liquidity ratio” is a matrix to understand the business's ability to pay “short term and long-term debts” of the business and this ratio also helps to understand the ability to pay the liability of the business. Between 1.5 to 2 current ratio is considered a healthy current ratio. An under 1 current ratio is considered a low current ratio (Úbeda, et al, 2021). The “current ratio” for the year 2020 was 0.49 and the “current ratio” for the year 2021 was 0.57. That means their current ratio was low in these two financial years. That means their debt dew in a year and they had low cash in hand. But they were increasing their current ratio in 2021. This proves the management of the organization works hard and monitors the whole financial parts of the business very carefully. The above one cash ratio conceded a good cash ratio. The cash ratio for the year 2020 was 0.15 and the current ratio for the year 2021 was 0.22. That means their cash ratio was not good in this financial year and they do not have enough cash to pay the short term debts of the business. But they improved their cash position in 2021 (Abdullah, 2018). This is the liquidity position of Marriott and the above details prove they were an average ability to pay the debt and liabilities of the business. The Liquidity position in those financial years is reflected in the below figure. 
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Figure 3: Liquidity ratio 
(Source: Self-created in MS Excel)
Gearing Ratio
	Gearing RATIOS:
	2021
	2020

	Debt/Equity Ratio
	7.95
	26.04

	Total Debt/Total Equity
	 
	 

	Debt/Capital Ratio
	0.89
	0.96

	Total Debt/(Tot.Equity+Tot.Debt)
	 
	 

	Equity Multiplier
	18.07
	57.44

	Total Assets/Total Equity
	 
	 

	Interest Coverage Ratio
	4.55
	0.20

	EBIT/Interest Expense
	 
	 


Table 3: Gearing Ratio
(Source: Self-created in MS Excel)
The above figure reflects the gearing ratio of Marriott for the financial year 2020 and 2021. The reading ratio compares the owner’s capital to debt. The “debt-to-equity ratio: for the financial year 2021 was 7.95 and the “debt-equity ratio” for the year 2020 was 26.04. Generally, around two and 2.5 “debt to equity ratio” is considered a good or healthy “debt to equity ratio”. So the debt-to-equity ratio for these two financial years was higher than that. That means their debt-to-equity ratio was average in these two financial years (Barbulescu, et al, 2019). The debt-to-capital ratio for the year 2020 was 0.96 and for 2021 was 0.89. The debt-to-equity ratio will be higher in 2021. A multiplier ratio over 2 means the company's assets are financed with debt and half of the company is financed with equity. The equality multiplier ratio is higher than 2 which means half of the company was financed with equity and half of the assets were financed with debt. The equity multiplier ratio is higher in 2020. The “interest coverage ratio” for 2021 was higher than 2020. And the “interest coverage ratio” for the year 2021 was healthier than 2020. The Gearing ratio of Marriott for the years 2020 and 2021 is reflected in the below figure. 
[image: ]
Figure 4: Gearing ratio
(Source: Self created in MS Excel)
[bookmark: _heading=h.2et92p0]Knowledge from ratio analysis 
The ratio analysis method helps the hotel industry to identify its financial position and performance in each financial year. The ratio analysis also provides proper knowledge about the liquidity, profitability, and gearing position of the business, and the ratio analysis is conducted through the income statements and balance sheets of the company (Mjongwana and Kamala, 2018). Marriott is one of the most popular and famous multinational companies based in America. For regulating a big business they are required to maintain the financial statements properly and they have to monitor the whole process very carefully. This ratio analysis method helps to identify the financial errors of the business. Through this crucial identification, they are able to make proper strategies to chase the success goals of the business.  
[bookmark: _heading=h.tyjcwt]Benefits and limitations of ratio analysis 
There are many advantages of ratio analysis (Al, et al, 2019). Some of the advantages are listed below. 
· It helps to compare with the competitor's financial position.
· It helps to make plans and decisions for the business. 
The limitations of the ratio analysis are listed below. 
· Financial statements appear to be confusing. 
· Views and hypotheses have an impact on the data that financial accounting uses. Since accounting criteria provide different accounting methods, ratio analysis is less useful in these situations because it reduces comparability.
[bookmark: _heading=h.3dy6vkm]Conclusion 
This is one of the most important and knowledgeable projects on the “financial ratio” analysis of Marriott. The financial performance and financial position of Marriott for the financial years 2020 and 2021 are reflected or calculated in this project. This is one of the key objectives of their project and the ratio analysis method helps to understand their key issues in the financial part. After analyzing the whole financial statement through a ratio analysis matrix they have many issues with their liquidity and gearing position. This is one of the most important and effective issues for the business and this is one the biggest barriers for Marriott to chase its success goals. The management of the organization understands these issues through the ratio analysis metrics and they also want to solve the issues and chase the success goals. To chase the success goals of the business they have to adopt some new strategies like monitoring the whole process, and managing the cash flow statements to track the debtors and the creditors of the business and another crucial recommendation is they have to provide more reasonable services. The profitability, liquidity, and gearing ratio prove the business's ability to pay the liability and cash position of the business. They have a low ability to pay the debts and liabilities of the business. This is one of the most important problems of Marriott. They have to solve this issue in the next financial years to earn more profits from the business. 
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RATIO ANALYSIS 

CALCULATIONS:

Input data for Liquidity Ratios: 2021 2020

Current Assets 3,626 2,825

Current Liabilities 6,407 5,752

Inventories    

Cash 1,393 877

LIQUIDITY RATIOS: 2021 2020

Current Ratio 0.57 0.49

Current Assets/Current Liabilities

Cash Ratio 0.22 0.15

Cash/Current Liabilities

Input data for Profitability Ratios: 2021 2020

Gross Profit 2,801 1,459

Operating Income 1,750 84

Pre Tax Income 1,180 -466

Net Income 1,099 -267

Sales 13,857 10,571

Total Equity 1,414 430

Total Assets 25,553 24,701

PROFITABILITY RATIOS: 2021 2020

Gross Margin 20.21 13.80

Gross Profit/Sales*100

Operating Margin 12.63 0.79

Operating Income/Sales*100

PreTax Margin 8.52 -4.41

PreTax Income/Sales*100

Net Profit Margin 7.93 -2.53

Net Income/Sales*100

Return on Equity (ROE) 77.72 -62.09

Net Income/Tot.Equity

Return on Assets (ROA) 4.30 -1.08

Net Income/Tot.Assets  

Gearing RATIOS Input: 2021 2020

Total Debt 11,236 11,199

Total Equity 1,414 430

Total Assets 25,553 24,701

EBIT (Operating income) 1,750 84

Interest Expense 385 420

Gearing RATIOS: 2021 2020

Debt/Equity Ratio 7.95 26.04

Total Debt/Total Equity

Debt/Capital Ratio 0.89 0.96

Total Debt/(Tot.Equity+Tot.Debt)

Equity Multiplier 18.07 57.44

Total Assets/Total Equity

Interest Coverage Ratio 4.55 0.20

EBIT/Interest Expense

Marriott
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						RATIO ANALYSIS 



						CALCULATIONS:



								Marriott

						Input data for Liquidity Ratios:		2021		2020

						Current Assets		3,626		2,825

						Current Liabilities		6,407		5,752

						Inventories		 		 

						Cash		1,393		877



						LIQUIDITY RATIOS:		2021		2020

						Current Ratio		0.57		0.49

						Current Assets/Current Liabilities

						Cash Ratio		0.22		0.15

						Cash/Current Liabilities



								Marriott

						Input data for Profitability Ratios:		2021		2020

						Gross Profit		2,801		1,459

						Operating Income		1,750		84

						Pre Tax Income		1,180		-466

						Net Income		1,099		-267

						Sales		13,857		10,571

						Total Equity		1,414		430

						Total Assets		25,553		24,701



						PROFITABILITY RATIOS:		2021		2020

						Gross Margin		20.21		13.80

						Gross Profit/Sales*100

						Operating Margin		12.63		0.79

						Operating Income/Sales*100

						PreTax Margin		8.52		-4.41

						PreTax Income/Sales*100

						Net Profit Margin		7.93		-2.53

						Net Income/Sales*100

						Return on Equity (ROE)		77.72		-62.09

						Net Income/Tot.Equity

						Return on Assets (ROA)		4.30		-1.08

						Net Income/Tot.Assets										 





						Gearing RATIOS Input:		2021		2020

						Total Debt		11,236		11,199

						Total Equity		1,414		430

						Total Assets		25,553		24,701

						EBIT (Operating income)		1,750		84

						Interest Expense		385		420

						Gearing RATIOS:		2021		2020

						Debt/Equity Ratio		7.95		26.04

						Total Debt/Total Equity

						Debt/Capital Ratio		0.89		0.96

						Total Debt/(Tot.Equity+Tot.Debt)

						Equity Multiplier		18.07		57.44

						Total Assets/Total Equity

						Interest Coverage Ratio		4.55		0.20

						EBIT/Interest Expense































































































































Liquidity Ratio 



2021	Current Ratio	Cash Ratio	0.5659434992976432	0.21741844857187451	2020	Current Ratio	Cash Ratio	0.49113351877607786	0.15246870653685674	







Gross Margin and Operating Margin



2021	Gross Margin	Operating Margin	20.213610449592263	12.628996175218301	2020	Gross Margin	Operating Margin	13.801910888279254	0.79462680919496731	







Gearing Ratio



Gearing RATIOS:	Debt/Equity Ratio	Debt/Capital Ratio	Equity Multiplier	Interest Coverage Ratio	2021	7.946251768033946	0.88822134387351781	18.071428571428573	4.5454545454545459	Gearing RATIOS:	Debt/Equity Ratio	Debt/Capital Ratio	Equity Multiplier	Interest Coverage Ratio	2020	26.044186046511626	0.96302347579327541	57.444186046511625	0.2	







Pofitability Ratio



PreTax Margin	8.5155517067186253	-4.4082868224387477	Net Profit Margin	7.9310095980370932	-2.5257780720840035	Return on Equity (ROE)	77.722772277227719	-62.093023255813954	Return on Assets (ROA)	4.3008648690956051	-1.0809278976559653	
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