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Analysis of Financial Statements for Marriot International, Inc
Introduction
Marriott International, Inc. is a leading global hotel company with a portfolio of close to7,000 properties across 30 leading hotel brands (Spechler, 2017). As a senior manager at Marriott, it is essential to understand the company's financial performance and position to make informed decisions and improve its financial performance. This report will analyse Marriott's 2020 and 2021 financial ratios to identify trends and draw conclusions about its financial performance. We will focus on key ratios such as profitability ratios, liquidity ratios, and gearing ratios, as these are important indicators of the company's financial health and performance. By comparing these ratios over time, we can identify any trends and changes in Marriott's financial performance and draw appropriate conclusions based on these trends. This financial analysis aims to provide Marriott with a clear understanding of its financial performance and position and identify areas for improvement. By comparing the hotel's performance to its competitors and its own past performance, we can determine its relative strength and identify any areas where it is underperforming. This will enable Marriott to take appropriate action to improve its financial performance and maintain its position as a leading global lodging company.
a. Financial Analysis
Figure 1: Marriott Company Ratios [image: ]
Trends in Financial Ratios
Liquidity 
Liquidity measures reveal whether a company has adequate cash and cash convertible resources to pay its falling obligations. Cash convertible resources include payments due from debtors and investments that are readily convertible into cash. The current ratio, computed as current assets divided by current liabilities, is the most preeminent measure for liquidity. An ideal current ratio lies between 1 and 2 as this shows that the current assets are greater than liabilities, but not excessively high to tie down capital (Sholaeman et al., 2021). 
Across the two years, Marriott's liquidity was not sufficient to meet its short-term obligations. Its liquidity, even though rising marginally to 0.5659 in 2021 from 0.4911 in 2020, was still below 1 in both the two years. This indicates that the current assets were less than the current liabilities in both years. The lower liquidity could occasion difficulties in obtaining cash to meet the present obligations (Sholaeman et al., 2021).  The slight increase in liquidity in 2020 was partly due to the rise in cash and cash equivalent resulting from improved operations in 2021, as operations generated additional cash.
Profitability 
Profitability measures indicate whether a company is generating returns on the capital invested by the shareholders and the creditors, and whether effective cost management initiatives are in place to yield those returns (Georgiev, 2017). The company's profitability significantly went up in 2021 due to resumption in normalcy after an economic and health crisis precipitated by the covid-19 pandemic from the early part of 2020. The pandemic prompted governments to impose severe restrictive measures such as lockdowns and border closures to curb the spread of the contagious coronavirus. The restrictions on movement had adverse impacts especially on the hospitality and tourism industry as the number of travellers and visitors went down in 2020.
As the pandemic waned in 2021, with the measures imposed playing a role in this, there began a gradually resumption in economic activities as countries once again opened up their borders. The return to normal operations and the subsequent pickup in business activities highly boosted the company's bottom line as its net income margin shot up to 7.931% in 2021 compared to 2020 when the company experienced losses. The net income margin was at -2.5258% in 2020. The return on equity (ROE) and return on assets (ROA) in 2021 were also in the highs of 77.7228 and 4.3009 respectively, compared to -62.093 and -1.0809 in 2020.
The asset turnover rose to 0.5423 from 0.428. The gross margin and operating margin, too, increased to 20.2136% and 12.629% respectively, from 13.8019% and 0.7946%.
Figure 2: Marriott Margin Trends
[image: ]
Solvency 
The solvency metrics are useful in assessing the level of financial risk of a firm (Park & Min, 2020). Marriott’s debt to equity ratio declined to 7.1697 in 2021, from 24.1302 in 2020 as Marriott paid off more long-term debt than it acquired. This helped the company to deleverage and lower its financial risk. The long-term debt to capital ratio similarly dropped to 0.8684 from 0.9554. The lower debt uptake in 2021 was attributable to the deteriorating conditions in the debt markets with interest rates rising.
b. Limitations of Ratio Analysis
Ratio analysis is a widely used tool in financial analysis, but it has certain limitations that should be considered. For instance, ratio analysis only considers financial information and does not consider non-financial factors such as the company's management, market conditions, and competition (Gourieroux and Jasiak, 2022). These factors can significantly impact a company's performance and prospects, and ignoring them can lead to inaccurate conclusions. For example, a company may have strong financial ratios but have poor management or operate in a declining market, which can negatively impact its performance and future prospects.
Again, ratio analysis is based on historical data and does not consider future events and trends. While past performance can provide valuable insights, it is not a reliable predictor of future performance (Leuz and Wysocki, 2019). For example, a company may have strong financial ratios based on its past performance. However, future events such as a recession or changes in consumer behaviour could negatively impact its future performance. Moreover, ratio analysis only provides a snapshot of a company's financial health at a particular point in time. It does not provide a complete picture of the company's financial position and performance over a longer period (Robinson, 2020). For example, a company may have strong financial ratios in a particular quarter, but its performance may have been weaker in previous quarters or may deteriorate in future quarters.
Additionally, ratio analysis assumes that all companies in an industry have the same operating and financial characteristics, which is not always the case. This can lead to inaccurate comparisons and conclusions (Spechler, 2017). For example, a company may have strong financial ratios compared to its peers. However, if it has a different business model or operates in a different market, the ratios may not be directly comparable. Further, ratio analysis relies on the accuracy and reliability of the financial information provided by the company (Tokar Asaad, 2015). If the financial statements are not prepared per the generally accepted accounting principles (GAAP), the ratios calculated from them will be inaccurate and misleading (Welc, 2022). For example, a company may manipulate its financial statements to make its financial ratios appear stronger than they actually are, which can lead to incorrect conclusions about the company's financial health.
Ratios can also be affected by one-time events or accounting policy changes, making them difficult to interpret. For example, a company may have a one-time gain or loss that affects its financial ratios, but this may not indicate its underlying performance (Kimmel et al., 2020). In addition, changes in accounting policies can affect the comparability of financial ratios over time (Libby et al., 2014). Again, ratio analysis does not consider the impact of inflation on the company's financial performance. Inflation can affect the value of the company's assets and liabilities, as well as the amount of revenue and expenses reported in the financial statements. This can make it difficult to compare financial ratios over time, as the value of the numbers used in the ratios will be affected by inflation.
In conclusion, while ratio analysis is a useful tool in financial analysis, it has certain limitations that should be considered. To obtain a complete and accurate picture of a company's financial position and performance, it is important to use other analytical tools and consider non-financial factors as well. It is also important to use ratio analysis in context by considering the company's industry, business model, and other factors that can affect its financial performance.
c. Importance of Understanding Ratios and their Fluctuations for Hotel Management 
An understanding of ratios and their fluctuations is essential for hotel management to analyse the information in their financial statements for several reasons. For instance, ratios provide a convenient and standardized way to compare a hotel's financial performance and position to other hotels in the same industry or its own performance in previous periods (Dopson and Hayes, 2016). This allows hotel management to quickly identify any strengths and weaknesses in the hotel's financial performance and take appropriate action. For example, if the hotel's liquidity ratios are lower than its competitors, management may need to take steps to improve its cash flow.
Secondly, ratios can highlight trends and changes in the hotel's financial performance over time. For example, if the hotel's profitability ratios are declining, this could indicate that it is facing increasing competition or other challenges affecting its bottom line. By identifying these trends and changes, hotel management can take corrective action to improve the hotel's financial performance (Gemar et al. 2016). Again, ratios can be used to assess the hotel's financial health and solvency. For example, the hotel's debt ratios can be used to determine whether it has a manageable level of debt and can meet its financial obligations. If the hotel's debt ratios are high, this could indicate that the hotel is at risk of defaulting on its loans or other debts. Furthermore, ratios can provide valuable insights into the hotel's efficiency and effectiveness. For example, the hotel's asset turnover ratios can be used to determine how efficiently it uses its assets to generate revenue (Christensen et al. 2015). If the hotel's asset turnover ratios are low, this could indicate that it is not making the most of its assets and may need to improve its operations to increase revenue. 
In conclusion, understanding ratios and their fluctuations are essential for hotel management to analyse the information in their financial statements. Ratios provide a standardized and convenient way to compare the hotel's financial performance and position, highlight trends and changes, assess its financial health and solvency, evaluate its efficiency and effectiveness, and compare its performance to its peers. By using ratios, hotel management can make more informed decisions to improve the hotel's financial performance and position.
Ratios and their Importance in Decision Making
Ratios are a widely used tool in financial analysis, as they provide a standardized and convenient way to compare a company's financial performance and position. Ratios are calculated by dividing one financial metric by another, such as dividing the company's net income by its total assets to calculate its return on assets (ROA) ratio.
Ratios are important for decision-making because they provide valuable insights into the company's financial performance and position (Borio, 2014). For example, a company's liquidity ratios can be used to determine whether it has enough cash and other liquid assets to meet its short-term obligations. In contrast, its debt ratios can be used to assess its solvency and ability to manage its debt. By analysing these and other ratios, management can make more informed decisions about the company's financial position and performance (Arkan, 2016). Ratios are also important for decision-making because they can be used to compare the company's financial performance and position to its competitors or to its own performance in previous periods (Brigham and Houston, 2021). This allows management to identify any strengths and weaknesses in the company's financial performance and take appropriate action to improve it. For example, suppose the company's profitability ratios are lower than its competitors. In that case, management may need to take steps to increase its revenue or reduce its expenses to improve its bottom line.
In conclusion, ratios are an essential tool for decision-making because they provide valuable insights into a company's financial performance and position and allow management to compare the company's performance to its competitors and its own past performance. Using ratios, management can make more informed decisions to improve the company's financial performance and position.
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