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Executive Summary
The aim of this paper is to interpret the analysis of Marriott’s financial statement over the period of two years, such as 2020 and 2021, discussing the analysis trends and their limitation.
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Introduction
Marriott International is a multinational company that operates, franchises, and licences timeshare, residential, and hotel properties under 30 brand names in 133 nations and territories. Marriott International primarily manages or franchises properties under the asset-light business model as opposed to owning them (Marriott International, 2020). Marriott International is divided into two operating clusters: Marriott Lodging, which accounts for over 60% of corporate income, and the Marriott Service Group, which provides contract services. Marriott Lodging oversees or franchisees over 1,350 lodging locations, while Marriott Management Services, Marriott Senior Living Services, and Marriott Distribution Services are part of the Marriott Service Group (Marriott International, Inc. forum, 2022). To aid in the study of the hotel's financial records, the firm finances are made clear to the Chief Executive, addressing the profitability, liquidity, and gearing ratios for year 2020 and 2021. In addition, the importance of understanding ratio analysis by manager in the hospitality industry and the limitations ratios come with, is discussed as well. 



Financial Analysis Trends
Financial trend research can bring significant views to businesses by guiding them through rapid decision-making, precise planning and analysis, and forecasting, all while employing the appropriate finance measures. Trend analysis requires the collecting of data from numerous time intervals. That data is then horizontally examined and displayed to identify trends (Grant, 2022). The following figures show Mariott’s data over the period of two years, such as 2020 and 2021.


Ratio	2020	2021
Gross Margin	13.80%	20.21%
Net Profit Margin	-2.53%	7.93%
Working Capital	4.29%	3.9%
Current Ratio	0.49%	0.57%
Return on capital employment (ROCE)	0.01%	9.14%
Debt/Equity Ratio	24.13%	7.17%
Total asset Turnover	0.43%	0.54%
Return on Equity (ROE)	-62.09%	77.72%
Return on Assets (ROA)	-1.08%	4.30%
Operating Cash Flow	0.01%	-1.46%
Operating Margin	0.79%	12.63%
Return on Investment (ROI)	-2.77%	10.23%


Fig.1


Fig.2


Profitability
The profitability of a business is defined by how much income it makes in comparison to how much it consumes. More efficient firms produce more revenue relative to their costs than inefficient businesses, which must spend further to generate the same amount of profit (Paller,2022). An organisation will not last long if it is not profitable. As a result, both projecting future profitability and analysing current and prior profitability are critical. The two categories of profitability ratios that are most frequently employed are margin ratios and return ratios. The capacity of the business to turn revenues into profits is measured in several ways via margin ratios. Return ratios show how effectively a corporation can produce returns for its owners (Walsh, 2008). Figure 2 shows the findings of the profitability ratio, which concentrates on the following ratios. Net profitability has increased with 310.9% in 2021 showing that Marriott has been more efficient at converting sales into profit than previous year. This shows that the changes the company went through after the lockdown were effective (Creativebrief, 2022). Marriott annual gross profit for 2021 shows, a 91.98% increase from 2020 (Macrotrends, 2022). Meaning that the executive management team of the company has been more successful in producing income that year. While the Return on Assets in 2021 is still not sufficient as it is below 5% (Birken and Curry, 2021) it has increased significantly compared to 2020, indicating a more efficient use of resources to make a profit. The Operating Margin in 2021 has increased with more than 10% from 2020, showing a positive return and improved management that significantly boosts Marriott's profitability by managing its operating costs (CFI Team, 2022a). Another significant increase in 2021 from 2020 can be seen in the Return on Equity, this suggests that the corporation become more efficient at generating profit from its existing assets (Bromels, 2022).

Liquidity
The liquidity of a financial asset relates to how quickly and simply it can be converted into income without experiencing a significant decrease in value. Alternatively, the duration it requires to sell (Guilding, 2014). Liquidity is crucial since it demonstrates a company's ability to satisfy financial obligations and unforeseen costs. The prime liquidity ratios used to measure a business accounting liquidity would be current ratio, cash ratio and quick ratio. As Marriott has not shared all the data, this paper will only compare the current ratio of the past two years. The goal of the current ratio is to assess an organisations capacity to pay short-term debts outstanding within a calendar year (Hussain, 2022). The greater the ratio, the better a company's financial health and ability to satisfy its financial responsibilities. Figure 2 shows that Marriott’s current ratio has increased slightly from 2020 to 2021, however it is still under 1% which could most likely signal financial problems and an inability to repay outstanding bills (Girsch-Bock, 2022).  That is because a ratio smaller than one implies that Marriott’s debts due in a year or less exceed its assets. This is most likely caused by having to pay bills during lockdown when the company has not produced anything (Fernando, 2022). Another liquidity measure that can reflect the debtor's situation is Operating cash flow. Operating cash flow is the net amount of cash generated by a company's operating activities. It excludes any investment or financial activity. This data is utilized to evaluate the sustainability of a company's core operations, as positive cash flow is required to sustain and increase a company's operations throughout a period (Accounting Tools, 2022b). Operating cash flow might be a more trustworthy predictor of a company's financial health than stated net income. Marriott’s operating cash flow has decreased in 2021, which may be the result of shifts in net income that could have an impact on operating cash flow. For example, if revenues drop, the operating cash flow will decline as well.

Gearing
The gearing ratio calculates the proportion of the overall debt, incorporating long-term borrowing and bank loans, to either total capital utilised or equity. Sometimes the debt-to-equity ratio is used to refer to the gearing ratio (Mott, 2008). The gearing ratio is among the most often used indicators for evaluating an organisations financial health. Marriott’s debt/equity ratio in Figure 1 shows a decrease in percentage from year 2020 to 2021. This may indicate that the company had a more unstable financing arrangement and greater debt obligations relative to shareholders' equity in 2020. As opposed to 2021 when the business had a lower gearing ratio computation meaning it had more equity available for funding (Kenton, 2022). When a key ratio is unstable, further investigation is required. However, the percentage of the gearing ratio in 2020 is just under 25% which can be classified as low risk by financiers and lenders (Boyte-White, 2021). The remarks lead to the deduction of two imperatives. Avoid losses first because they worsen the effects of gearing. Second, properly fund growth: either via a rights issue or retained earnings, the stockholders must contribute enough to funding growth (Fitzgerald, 2002). The gearing ratio could be criticised for being wholly predicated on bank debt.
Knowledge from Ratio Analysis
Ratio analysis is a useful management method that can offer critical indicators of company performance as well as aid in better understanding accounting information and patterns as they evolve. Employing ratio analysis can identify effectiveness and deficiency from which to develop strategy and initiatives (Alvarez and Fridson, 2011). The above analysis indicates that the business had low earnings and high expenditures in the year 2020 compared to 2021. Return on equity shows that Marriott has owned more in 2021, than it has in 2020 when the debts were higher. The analysis of the year 2021 show a positive return of the business, converting sales more efficiently into profit and producing more income. It reveals that the main weakness in 2020 was the low sales, which means that the company has not made enough profit to cover the long term costs involved in running the business. This has slightly changed in 2021 when the sales converted into profit increased and the company had more revenue to pay its debts, increasing the equity available for funding. While analysing the information from the company’s statements are useful in finding the flaws of the business, it does have limitations. For example, the data used in the analysis is derived from the actual historical results that the organisation has released. As a result, prospective business performance is not always successfully predicted by ratio analysis measures. (CFI Team, 2022b). Looking at the analysis of 2020 the result indicated that the company was on the brick of going concern (Kenton, 2021). However, the analysis of 2021 demonstrates a contradiction. Another limit can be the modification in any aspect of the company’s operation, this can be from its supply chain management to the product it sells. This is because comparing financial indicators prior to and following major operational changes can lead to erroneous assessments of the firm's earnings and prospects. (Accounting Tools, 2022a). Even though the purpose of financial ratios is to offer a perspective on both the present and future situation, most of the information gathered to create them comes from the past (. For instance, the values of debt and equity are used from the most recent balance sheet when calculating the debt-to-equity ratio. Before the projection of the future ratio is created, the value of the current debt and equity may have changed in the interim (Banerjee, 2022).

Benefits and Limitation of Ratio Analysis
Ratio analysis is crucial for comprehending Marriott's capacity for profit. Whilst gross margin and operating margin ratios illustrate Marriott's capacity to create profits from sales and operational effectiveness, return on asset and return on equity ratios reflect how much money Marriott can create over the firm's assets and stock funds in the business. Four tiers of profit can be used to represent margin. Yet none of these fully conveys the narrative. Because of this, Return on Investment and Return on Equity are the greatest metrics for determining profitability. The gross margin might vary dramatically within the industry. For instance, certain items on a line contribute higher margins than others. The most effective method of analysing profitability is return on investment. The operating profit is contrasted with the total assets employed by the company. By asking questions, this comparison helps to discover two main components of management effectiveness. How good Marriott is at extracting profit from sales and how effective Marriott is at selling assets. Although Ratios are good at analysing the managerial efficiency of the business, sometimes data can be influenced by external and unpredictable factors. For examples it is most likely that Marriott has been managed efficiently in 2020 however due to lockdown there was insufficient sales to convert into profit. 

Conclusion
As have been demonstrated, Merriott’s financial statement indicate that the business has suffered through financial hardship in the year 2020, which means that the company was unable to earn enough revenue or income to fulfil or pay its financial commitments. This most likely was caused by the travel restriction and thus decrease in the number customers. The data in the subsequent year indicate a financial improvement, although with just a slight increase of profit. Because the analysis trend is  historical and only shows data from two years it is difficult to determine how the company is at the present and how it will manage financially in the future. Additionally, the financial analysis does not indicate the external factors that may have impacted Marriott during the two years, therefore the above analysis may be irrelevant to the forthcoming years.
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