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[bookmark: _Toc235982735]1. Introduction
The report aims to evaluate the financial health of Marriott International by evaluating its five-year (2021-2025) financial ratios, working capital management, linking investment capital budgeting projects decisions to it. Further, the report stresses analyzing capital budgeting techniques and recommending strategies in order to improve the company's liquidity, shareholder value and profitability. Marriott International Inc is a leading global hospitality company that operates, licenses and franchises lodging brands that consist of residential, timeshare properties and hotels (Marriott, 2026). The business model of Marriott is “Asset-Light business model” and focuses on management and franchising instead of building or purchasing properties. The company due to its model focuses on generating high returns on excess free cash flow and invested capital. Marriott operates in Hospitality industry that is highly sensitive to economic fluctuations. Further, this this industry has a highly competitive environment in that is featured by economic uncertainty, investment requirements and rising operating costs.
[bookmark: _ckxqxz1rqlvd][bookmark: _Toc235982736]2. Financial Health Analysis 
[bookmark: _age7b1lsm7qy][bookmark: _Toc235982737]a. Financial Statement Analysis
The analysis of a financial statement helps to understand its position and performance by comparing data over periods and against its industry benchmarks (Olayinka, 2022). Further, the company's financial statements analysis shows how efficiently it is earning profits, its resource usage and controlling its costs. The Net Income of Marriott Hotel shows that it has an increasing trend of its Gross Profits [Appendix 1]. However, the Net Income was relatively lower and decreased in 2024 as compared to 2023. This shows the impact of economic policy uncertainty, which put a negative impact on this industry to face tighter cost pressures (hospitality.economictimes.indiatimes, 2024). 
	Cash Flow Component
	Operating Cash Flow
	Investing Cash Flow
	Financing Cash Flow

	Trend
	Strong and Increasing
	Negative
	Negative

	Indicates
	Excellent Cash Generation and Operating Performance
	Investment in Long-term assets and in future growth 
	Returning cash to shareholders and reducing financing obligations 


[bookmark: _jkouv9eglqi9][bookmark: _Toc235982837]Table 1: Performance of Cash Flows of Marriott Hotel
(Source: Self-Developed based on Appendix 1)
 
[bookmark: _45fmtiaj454][bookmark: _Toc235982738]b. Ratio Analysis
Ratio Calculation 
[Appendix 2]
Financial statement data of the company gets compared under Ratio Analysis in order to check its financial health in terms of profitability, solvency and liquidity. 
a. Profitability
Profitability trend analysis supports a firm in tracking its profit generation capacity across multiple periods through ratios such as gross margin, operational performance and net income (Pangestuti et al. 2022). 
	Gross Profit Margin
	Net Profit Margin
	Return on Equity (ROE)

	Stable at 20% to 22%
	Increased from 8% to 14%
	High over the period

	Indicates Consistent Cost Management
	Indicates Improved Profitability
	Indicates Excellent Shareholder Return



Marriott has not only increased its revenue (reflected in Gross margin) but also increase its net profit indicating a good management of its expenses. This profitability performance has sustained a stable profitability position despite fluctuating tourism demand. The effect of demand fluctuation can be seen in Net Profit been decreased in 2024. However, it has taken a rise in 2025 that indicates stability in net profit maintenance that can be due to its franchise management. Moreover, the effective usage of Shareholders investments or funds can be seen in company’s consistent high rate of ROE.  

b. Liquidity
Liquidity ratio is a financial metric that helps to indicate how efficiently a company can convert its current assets to pay off its current liabilities (Blessing and Sakouvogui, 2023). The Asset-Light Business model allow Marriott to maintain low working capital and inventories.  
	Current Ratio
	Quick Ratio

	Decreased from 0.57 to 0.42
	Decreased from 0.52 to 0.38



The above ratio analysis indicates how efficient Debtor are in paying their debt obligations towards the company. However, in order to maintain its liquidity position and to avoid short-term liquidity emergencies, the company should carefully manage its cash flows and monitor them properly. Thus, it is significant to maintain a better liquidity position to cover its short-term obligations.
c. Efficiency
	Receivables Collection Period
	Asset Turnover Ratio

	Decreased from 49 days to 40 Days
	Consistently High and is between 9.2 and 9.03

	Indicates efficient credit management and timely collection from its customers
	Indicates a high level of revenue generation from each dollar invested in assets



The decrease in collection period indicates how proficiently the company collects its outstanding balances that support its operating cash flow. Moreover, asset turnover being high reflects the strong base of its business model that needs relatively less fixed assets in order to generate sales or revenue. 
d. Gearing
	Debt-to-Equity Ratio
	Interest Coverage Ratio

	Highly increased from 6.6 to 20.61
	Increased from 2.81 to 4.314

	Indicates significant financial leverage and greater financial risk
	Indicates reduced capacity to cover interest payments 



An exceptionally high Debt-to-Equity ratio indicates that the company depends more on debt than equity. Further, the increased interest coverage ratio indicates stronger financial health and its ability to pay off its interest. This increase in dependency can put the company on the verge of financial risk. However, this increase in the ratio is also due to a decreasing equity base that is due to share buybacks to the shareholders, which also increases shareholders' confidence. 
e. Investment
Price-to-Earnings (P/E) ratio, though showing a decreasing trend, still remains relatively high. The high P/E ratio indicates that the share price of the company is relatively higher than its earnings.  
f. Cash Flow
	Operating Cash Flow Ratio
	Cash Flow Coverage Ratio

	Increased from 0.184 to 0.382
	Increased from 0.126 to 0.202

	Indicates stronger operating cash generation efficiency as compared to current liabilities. 
	Proficient in Internal generation of cash and financing of obligations



Both ratios indicate strong cash inflows even at times of post-pandemic recovery, leading to an increase in or sustaining its profitability and liquidity position. Further, the cash flows shown in Appendix 1 indicate that it has substantial cash generation, which indicates it has strong demand for its franchise and hotel operations. However, negative investment cash flow indicates it is concentrating more on future growth instead of selling assets. On the other hand, its negative Financing Cash flow is due to Marriott returning large amounts through dividends to its shareholders, which increases its shareholder confidence.
Overall overview
The company is facing high profitability, strong operating cash flows and effective asset utilisation. Further, effective management and a profitable business model can be indicated from the company's stable gross profit margin and increasing ROE. The company generates its revenue majority from franchise fees and management contracts. However, operating internationally, the company faces inflation or rising wage costs at different level. Thus, it should focus on expanding high-margin services such as franchise operations and loyalty programs that would help it sustain or enhance its profitability position. Contradictorily, the company has relatively weak areas in current and quick ratios that can impact its short-term funding aspects. Further, companies often operate with relatively higher leverage and follow Asset-light business models (Ji et al. 2024). However, the high debt-to-equity ratio seen in the trends of Marriott reflects significant debt financing. This can also be due to a reduced equity base, which can be due to a large number of share repurchases that can be seen in its cash flow from financing activities (Refer to Table 1). 
[bookmark: _3pa3a4fjik5o][bookmark: _Toc235982739]c. Identification of Trends, Potential Threats and Strengths
	Strengths
	Weaknesses

	· Excellent Operating Cash Flow
· High return on Equity
· Efficient Asset Utilisation
· Strong Global Brand and Asset-Light Business Model
· Strong and improving profitability
	· Dependence on Continuous Cash Generation
· Very High Debt-to-Equity Ratio
· Financial Leverage Increases Risk
· Low Current and Quick Ratio

	Opportunities
	Threats

	· Increased Digital Transformation and AI adoption
· Expansion into emerging tourism markets
· Sustainable and eco-friendly hotel initiatives
	· Rising Interest rates increasing borrowing costs
· Strong competition in the industry, such as Airbnb, Hilton and others
· Inflation increasing operating costs
· Geopolitical events affecting travel


[bookmark: _jp1vs43uo9pq][bookmark: _Toc235982838]Table 2: SWOT analysis of Marriott Hotels
(Source: Self-Developed)

Strategic Recommendations

[bookmark: _trz74sqi7yb3][bookmark: _Toc235982784][bookmark: _Toc235982825]Figure 1: Strategic Recommendations to maintain a strong Financial Position
(Source: Self-Developed)
Marriott should maintain high cash reserves and improve its working capital management that leads to meet its short-term obligations properly. Further, in the era of increasing usage of digital technologies, Marriott should continue investing in Digital Transformation, such as Personalized Loyalty programs. Further, it can reduce its overall costs or increase its operational efficiency by inducing automated operations. On the other hand, in order to avoid increasing financial risk, Marriott should improve its debt refinancing in order to minimize its financing costs. 
[bookmark: _yxjlikg88fnm][bookmark: _Toc235982740]d. Liquidity Comparison of the firm with Industry Benchmarks
	Liquidity Ratios
	Marriott (Average of 5 Years)
	Industry Standards
	Indicate

	Current Ratio
	0.455
	1.2 to 2.0
	Indicates weaker short-term liquidity

	Quick Ratio
	0.419
	1
	Suggests limited liquid assets to cover current liabilities


[bookmark: _prkj6fhh3057][bookmark: _Toc235982839]Table 3: Comparison of Liquidity with Industry Benchmarks
(Source: Self-Developed based on Appendix 3)
A company should compare its financial results with industry standards to get clear insights leading to sustainable profitability and stronger strategies (Weston and Nnadi, 2023). Further, comparing liquidity position with industry benchmarks support to identify business risks and continue to sustain competitive positions. Liquidity ratios of Marriott are below conventional benchmarks, which indicate its restricted short-term financial flexibility. However, the application of asset-light business models is an important aspect here to interpret the liquidity position of Marriott. On the other hand, though the company has weak liquidity compared to its industry, the operational cash flow is much stronger and can meet its liquidity concerns at times required. 
[bookmark: _y7miwq1bk8ib][bookmark: _Toc235982741]3. Analysis of “Working Capital Management”
[bookmark: _nwowpnw2t4tk][bookmark: _Toc235982742]a. Assessing “Cash Operating Cycle (COC)”
Calculation of “Cash Operating Cycle”
[Appendix 4]
	2021
	29 days

	2022
	· 6 days

	2023
	· 30 days

	2024
	· 30 days

	2025
	· 26 days


[bookmark: _gj706s114uwz][bookmark: _Toc235982840]Table 4: Summary of Cash Operating Cycle of Marriott Hotels in the last 5 years
(Source: Self-Developed)
COC helps to measure the days a company or a firm takes to collect cash from its end users and pay its suppliers (Asman et al. 2022). A positive value shows that a hotel pays its suppliers faster than it collects from its end users. Contradictorily, a negative value indicates a hotel collects faster from its end users than it pays its suppliers. 
· A positive value indicates cash is tied up; however, large companies used to have high receivables as books are done with long-term payment terms (Zaher and Illescas, 2022).
· Negative Value demonstrates excellent free cash flows as there is more cash inflow from suppliers against paying to suppliers. 
In 2021, during the time of the post-pandemic recovery period, the hotel had tied up its cash to cater for its daily working capital needs. This can be indicated as the COC in 2021 has a positive cash operating cycle of 29 days. However, in further years, Marriott has had a negative COC that has reflected its consistency with its Asset-Light Business Model and working capital management efficiency. 
[bookmark: _lzy517j4f0b8][bookmark: _Toc235982743]b. Strategies of Working Capital Reforms to improve liquidity
There is an improvement in Marriott's COC process that has been reflected in its 5-year trend. On the other hand, in order to sustained financial position of the company in its market it is important to improve its liquidity position further.  

[bookmark: _fdet2bboaej4][bookmark: _Toc235982785][bookmark: _Toc235982826]Figure 2: Working Capital Reforms to improve Liquidity
(Source: Self-Developed)

Strengthening receivables management consists of tightening credit policies, automating follow-ups and faster invoicing that helps to keep track and send invoice reminders (Agustin WULANDARI et al. 2026). These strategies would help the Hotel to encourage advance payments from its corporate clients and faster collections by tracking payments and monitoring procedures. Further, Advance Forecasting helps a hotel to track demand, control costs, and have dynamic pricing aligned with real-time market demand (Bhuiyan et al. 2023). Moreover, Asset-Light Operations lower fixed debt obligations and eliminate real estate investment, which helps to free up cash for daily needs (Zhi, 2023). The model helps the company prioritizing more franchise models leading to low need of capital investment. Thus, expanding these operations helps to further improve working capital efficiency. Moreover, focusing more on automating steps such as payment collection and invoicing helps to speed up the AR (Average Receivable) cycle by minimizing errors (Sun, 2024). These strategies would not only help Marriott to improve its cash cycle but also to maximise its profits. Thus, this would help to reduce administrative costs and enhance customer relationships. 
[bookmark: _pgr81dgprmoo][bookmark: _Toc235982744]c. Comparison of Long-term and Short-term financing options
	Criteria
	Long-term Financing
	Short-Term Financing

	Purpose
	Strategic Investments and Expansion
For example, taking Corporate Bonds, Equity Financing or Long-term Bank Loans
	In order to fulfil daily Working Capital needs
For example, revolving credit facilities, Commercial Paper or Bank Overdrafts

	Benefits
	Long-term financing can provide predictable repayments or stable funding that is suitable for major projects (Nguyen et al. 2023). 
	Benefit of Quick access to funds that have lower initial commitments.

	Demerit
	However, Long-term financing can attract higher financing costs with longer, greater financial commitments. 
	This type of financing can attract higher interest rate fluctuations or higher refinancing risk (Gong and Chen, 2023). 

	Applicable for Marriott Hotels
	It is appropriate for hotel acquisitions, sustainability initiatives, international expansion or digital transformation (Pastor, 2025). 
	It is appropriate for covering seasonal operational expenses or fluctuations in Cash Flow. 


[bookmark: _mjfviuu1yj2g][bookmark: _Toc235982841]Table 4: Long-term and Short-term financing Comparison
(Source: Self-Developed)
Marriott Hotel can be seen to have negative working capital that would require it to attract more short-term financing. In the Hotel Industry, in order to meet daily operations gaps the use of bank overdrafts and trade credit is done that comes under Short-term Financing. Thus, to manage temporary working capital requirements, attracting more short-term financing would be more appropriate for Marriott Hotels. On the other hand, attracting more long-term financing helps the hotel industry to take strategic investments such as expansion or sustainability initiatives (Honchar et al. 2023). However, Marriott is facing high leverage as per the above ratio analysis and adding more in it would attract more financing pressure. Thus, the hotel should avoid extensive long-term financing.
Recommendation: In meeting daily needs of working capital, there would be requiring a careful consideration of long-term financing go gain sustainable growth. Thus, there is a need to have a balance capital structure by bringing a balance between Short-term and Long-term Financing. 
[bookmark: _k9dur62uf2cq][bookmark: _Toc235982745]4. Strategic Financial Restructuring Plan
[bookmark: _sogpx3aujrmk][bookmark: _Toc235982746]a. Recommendation of Financial Restructuring Options
The process of reorganising a company's equity and debt in order to restore its profitability, avoid bankruptcy and improve liquidity is known as Financial Restructuring (Fahdil et al. 2024). The following are the three core strategies of this process that help to gain financial optimization.
	Options
	Supporting areas
	Meaning

	Equity Restructuring
	Provide better returns by gaining strong investor confidence. 
	A change in capital structure by rebalancing the ratio of equity and debt is known as Equity Restructuring (DeAngelo, 2022). 

	Debt Restructuring and Refinancing
	Benefits of low-cost financing is there as it support in meeting payment obligations.
	Debt restructuring includes reduction of total owned principal and increasing repayment due time. 

	Asset Restructuring
	This option is used by companies to achieve financial objectives of de-leveraging or improving their asset turnover ratios. 
	The process of selling or divesting assets which are underperforming or non-core to support overall financial recovery is known as Asset Restructuring (Shem and Mupa, 2024). 


[bookmark: _a34ovu2pcemy][bookmark: _Toc235982842]Table 5: Financing Restructuring Options
(Source: Self-Developed)
Recommended Best Financing Restructuring Options for Marriott
· The best option is to reduce the company's debt by paying Partial Debt repayment due to its high reliance on debt financing. The reduction in partial debt would also support the company in reducing its financial risk and interest payments. 
· The issue of equity for funding digital transformation can be done by Marriott by adopting option of Selecting Share Issues that include issuing more equity and get a more balanced capital structure. 
· However, as Marriott has maintained good asset turnover, the third option of Asset Divestiture is a less suitable option. On the other hand, continuing to divest non-strategic owned assets would help the company to improve its liquidity. 
· Thus, repaying debt and equity injection helps to balance the equity and debt ratio, enhance shareholders' confidence and also minimize interest expenses.
[bookmark: _lbtjr3jhd2k3][bookmark: _Toc235982747]b. Evaluation of impact on the following
	Restructuring Option
	Debt Reduction
	Asset Divestiture
	Equity Injection

	Impact on Shareholder Value
	This option helps to reduce financial risk and minimize interest costs, leading to improved shareholder value. 
	Profitability of the company gets enhanced by focusing on business segments with more stress on high-performing assets. 
	Although shareholders may face short-term dilution, this option provides funding for growth opportunities that increase firm value over time (Oganda, 2023). 

	Impact on Debt Structure
	By reducing the leveraging area, the balance sheet gets balanced.  
	Cash generation by asset divestiture can be used to finance expansion or debt minimization. 
	Lowers Debt-to-Equity Ratio by strengthening equity financing. 

	Impact on Operational Flexibility
	The company gets a benefit of financial flexibility and reduction in its interest expense.  
	The operational efficiency of the company gets increase by supporting its business model. 
	For future investment, without debt enhancement, the financial capacity would enhance.  


[bookmark: _22z9wxiyi06t][bookmark: _Toc235982843]Table 6: Impact of different restructuring options
(Source: Self-developed)
The above table indicates that applying the above restructuring option has a different impact on shareholder value, operational efficiency and Debt Structure. The above restructuring types would provide the company with a good and balanced capital structure with a focus on core business segments to generate more revenue. 
[bookmark: _86ukx61hkijl][bookmark: _Toc235982748]c. Impact of International and Ethical Considerations
Marriott has a vast network in 146 countries with over 9900 properties facing major international challenges (Marriott, 2026). This vast network causes the company to face currency volatility, Inflationary Pressures and Geopolitical instability. Moreover, the company has to fulfil various compliance requirements with the risk of severe cybersecurity and data privacy threats. 
· Currency Risk
In International trading, currency risk is associated with the transactions that traders do in foreign currency, as exchange rates have a tendency to fluctuate (Eyinade et al. 2022). Marriott faces mainly translation risk, economic risk and transaction risk at times of international trading. These exchange risks affect its revenues, expenses and cash flows. However, Hedging and Local Financing are strategies that help to avoid loss due to currency fluctuation (Ogundu, 2025). Marriott uses Hedging strategies such as forward contracts to support the company in avoiding currency risk loss and thus continues using this strategy. 
· Ethical Consideration as Transparency and Corporate Governance
In International trading, there is a chance of losing money due to the risk of cybersecurity or maintaining global standards at times of doing cross-border trading. Marriott follows strict corporate governance and clear transparency commitments to manage its international business ethics (Marriott, 2026b). Financial restructuring decisions should sustain these strategies or increase them to ensure investor confidence and maintain transparent financial reporting. 
[bookmark: _al1f0luj73vx][bookmark: _xi1r7pjhyrsg][bookmark: _jxqzgjopmiw8][bookmark: _Toc235982749]5. Investment Appraisal and Capital Budgeting 
[bookmark: _1yakemxz31wx][bookmark: _Toc235982750]a. Selection of best investment projects among the proposed
Calculation of metrics given in below table below
[Appendix 5]
	Measure
	Indicate
	Project A
	Project B
	Project C
	Best Investment Projects

	PBP
	Time to recover initial cost
	4.5 Year
	4.55 year
	3.60 Year
	Project C

	ARR
	Expected Annual Profitability
	3.2%
	4.0%
	12%
	Project C

	NPV
	Profitability of an investment or project
	-£15.803m
	-£6.080m
	£0.858m
	Project C

	PI
	· 1=Break-even
· >1=reject
· <1=accept
	0.684
	0.878
	1.017
	Project C

	IRR
	How efficiently a project turns cash outflows into cash inflows over time (Singh and Chatterjee, 2025). 
	2.72%
	3.26%
	8.59%
	Project C


[bookmark: _d5w99wdr3ygo][bookmark: _Toc235982844]Table 7: Measures to choose best investment Projects
(Source: Self-developed)
[bookmark: _yboq8d6m02zs][bookmark: _Toc235982751]b. Project recommendation with reference to financial performance and non-financial risks of the company
· Recommended Project: Project C 
Project C is the project to be recommended as it is best in each capital budgeting metric and provides maximum profitability. NPV shows the profitability aspect by bringing future cash inflows at present value, and projects with positive value are to be selected (Ridwan et al. 2025). As can be seen in the above table, Project C is the only project to have a positive value and thus to be selected. Further, IRR is also maximum for Project C, which indicates it has more proficiency in generating annual growth after covering the discounting factor amount. Further, ARR is the capital budgeting technique that measures the expected profit percentage of an investment project (Kadam and Singh, 2025). Thus, Project C has more capacity to generate a higher profit percentage by covering its annual costs, including depreciation. On the other hand, the time period in which the initial cost gets recovered for an investment is known as the payback period (Dai et al., 2022). It shows how fast an investment is able to recover its initial cost; however, this factor does not take into account the present value of money. Project C is the one that would recover the initial investment faster as compared to the other two projects. On the other hand, the Profitability Index that indicates the breakeven point is greater than 1 for Project C, and thus it should be accepted.
· Selection of Project C with relevance to Marriott’s financial Performance
The financial performance of Marriott has shown consistent good progress, especially in its operating cash flow and profitability. Further, the liquidity position of the company, although below industry benchmarks, is not in financial distress. The company maintains a negative cash operating cycle due to its business model, which indicates its strong operating cash generation. The overall analysis of ratio and capital budgeting metrics related to the company demonstrate that it is in position to take long-term strategic initiatives investment that could provide value to its financial health. However, in order to improve its liquidity and working capital management, it is important to increase its revenue generation, which is possible by having capital investment. Thus, investing in Project C would provide positive NPV, good ARR, good PI and IRR that would increase the company's overall financial health and shareholder value. The overall financial health demonstrate that project investment in generating profits in a shorter payback period add profit faster to the company.
· Selection of Project C with relevance to Non-financial risks
The non-financial aspect for investing in a project by an international company consists of regulatory or political risk, Economic downturn, cultural fit and strategic alignment (Ombai et al. 2024). Moreover, these non-financial risks, especially in the hospitality industry, consist of Reputational damage, Compliance failures or Operational risks. It is important for a company to understand whether a project has the ability to match its core competencies with long-term global goals. Thus, Marriott should also try to integrate the objective of investing in this project so that it links with its strategic fit that could add to its long-term strategic returns. On the other hand, the global aspect is a crucial non-financial aspect that could affect its ongoing operations in case proper local political dynamics and compliance are not met (Cismaş et al. 2023). It is significant to ensure maintenance of safety protocols and service quality to fit regional preferences for global trading. Thus, it is significant for Marriott to understand the local dynamics of a country in which the project is to be initiated to keep its ongoing international hotel operations undisturbed. Moreover, economic downturns for a hospitality company can decrease its travel demand, leading to reduced revenues and delayed cash inflows (Duan et al. 2022). Further, unstable global events can increase the price of daily operations and lead Marriott to have budget cuts that can delay its new project investment. The risk of Geopolitics and technology synchronisation is crucial to be analyzed under global trade and can lead to international conflicts and system failure if not properly managed. On the other hand, in order to bring repeat business, create steady revenue and reduce marketing costs, customer loyalty is considered a significant goal for hospitality hotels (Duan et al. 2022). The project, in this case, could add to customer loyalty of a company and can generate more long-term sustainable benefits. Marriott's core focus is to update its three main platforms, such as loyalty systems, proper management and central reservations (finance.yahoo, 2024). Thus, a project that improves brand reputation and strengthens the Bonvoy loyalty programme of Marriott could add to its long-term sustainable advantage. Moreover, one of the essential factors that can lower wastage of resources, improve cost efficiency and increase compliance in environmental and sustainability integration is (Nweje and Taiwo, 2025). These non-financial factors of Environmental and Sustainability expectations are important for a hospitality company while selecting a project, as it helps to strengthen its Green Building standards. Thus, it is significant for Marriott to invest in project C that is adhered with strong environmental compliances such as ESG compliances. 
[bookmark: _gv29a2nmd9iz][bookmark: _Toc235982752]c. Justification of Suggestion with relevance to Capital Rationing
Capital Rationing
The process of deciding priorities in order to pursue when there is a restricted amount of money availability in a company is known as Capital Rationing (Awodire et al. 2023). The objective of this process is to maximize shareholder wealth and earn the highest overall return by prioritizing. Under this process, the company has to combine two projects and select one of the combinations with the highest or positive NPV. 
	Projects
	Initial Investment

	A
	£50m

	B
	£50m

	C
	£50m

	Maximum Available Budget
	£100m



Here, the restricted amount of initial investment money is £100m, and the focus is on selecting a project by comparing their NPV. As per the available budget, Marriott can undertake only two projects.
Thus, 
Possible Combinations are as follows:
	A + B
	100
	(-15.803)+(-6.08)
	£-21.88m

	B + C
	100
	(-6.080)+0.858
	£-5.221m

	A + C
	100
	(-15.803)+0.858
	£-14.945m



· NPV is negative for all combinations of projects using Capital Rationing.
· Thus, none of the combinations can be selected, as a negative NPV means that the present value is not able to meet its initial outlay in the projects' full lifetime.
· However, in case the company has to invest an initial outlay in an investment, it can assign it to the combination of Project B + Project C. This project combination can be the best project selection and can earn more return compared to other options. 
[bookmark: _Toc235982753]6. Critical Reflection on Usage of AI 
[bookmark: _jw097wx62gi2][bookmark: _Toc235982754]a. Tool Disclosure
The use of AI has been done while preparing this report, which has assisted in understanding the financial concepts. The tool used to do the research is ChatGPT of OpenAI, which has provided many aspects of finance and also non-financial areas that can affect a company. The importance of using AI tools helps to save time, understand meaningful trends and evaluate correlations among different insights (Anastasios and Maria, 2024). During the time of doing financial calculations such as ratios, the use of ChatGPT has supported to clarify what exactly the different types of ratios are linked with. On the other hand, capital budgeting techniques are hard to understand in terms of how they can be linked with the company's overall operations. The leverage of AI in capital budgeting aspects has supported me in improving the accuracy of cash flow estimation and optimizing expenditure decisions (Adewusi et al. 2024). It has helped to evaluate the insights to understand me in making well-informed decisions linked with market demands and competitive shifts. AI tool (ChatGPT) has supported understanding of how capital budgeting techniques should be linked with strategic objectives and risks of a company. For example, the profitability aspect not only shows the rate of profit trend in a company, but it also shows how well revenue generation and cost management are done. However, the company's information and its financials were taken from the company's official site and have been independently verified before including them in the report. Proper University policy on using AI has been taken into account while preparing and evaluating the report.   
[bookmark: _q0zwcdygfnyq][bookmark: _Toc235982755]b. Critical Analysis of AI Output
However, the use of AI is done in doing financial calculations, but only the draft of it has been used. The calculations of ratios were all reconfirmed and recalculated to generate output. Moreover, the capital budgeting techniques and their metrics were independently calculated by using proper formulas that were done in Microsoft Excel. Critical Analysis of AI output should include four core factors, such as Factual verification and help in preparing reports (De Villiers et al. 2024). The checking or looking out of false claims or made-up factors in numbers against real data has been done. The financial figures have been extracted from the official website of Marriott and have properly followed this core factor of factual verification. Further, AI has only shown the formula and how they are to be analysed or how they are to be selected from the two or more project options. For example, certain information such as ROE (Return on Equity) shows high values that were due to significantly reduced shareholders, which have been reconfirmed from the official site.  
[bookmark: _6rurzjgdacj7][bookmark: _Toc235982756]c. Contribution Analysis
The contribution of AI in the report is primarily to understand the link between different calculations, such as ratios or capital budgeting techniques, and a company's overall financial health. However, I have selected the Marriott company due to its industry and international trade. Further, I have extracted the financial figures for the calculation by myself from the official site of Marriott. On the other hand, while AI has supported me in connecting the link, I have independently interpreted how the Asset-light model has a larger impact on the liquidity position and working capital management of the company.  
[bookmark: _ibpz7u8rqic][bookmark: _Toc235982757]d. Ethical and Professional Reflection
There are risks of accuracy errors, transparency, bias or accountability in taking the help of AI tools in generating a financial report (Sreseli, N. and Kadagishvili, 2023). However, I have used AI only to understand financial concepts and to connect financial calculations with overall financial health. Thus, this AI usage is only used to support my learning and figures extraction was independently done, and calculations have been re-verified by doing them in Microsoft Excel. 
[bookmark: _Toc235982758]7. Conclusion
Thus, overall performance of the company as per the ratio analysis tool has helped to evaluate profitability, operational efficiency, solvency and liquidity position of a company.
Further, though the company is facing weaker liquidity ratios as compared to its industry benchmarks, it cannot be interpreted as financial distress as its business model heavily relies on continuous cash inflows. Further, digital innovation act as a strategic investment that adds value to company’s overall financial health by reducing resource wastage and errors. Thus, Marritt Hotels by adding more investment in this section can exacerbate its financial value. 
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(Source: https://finance.yahoo.com/quote/MAR/financials/, https://marriott.gcs-web.com/static-files/33ba0a19-8a68-4f3f-9f73-fef2c458c22e)
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	Ratios
	Formula
	2021
	2022
	2023
	2024
	2025

	A
	Profitability

	 
	Gross Profit Margin
	(Gross profit/Sales)*100
	20%
	22%
	21%
	20%
	20%

	 
	
	Gross Profit
	2.801
	4.56
	4.98
	4.97
	5.22

	 
	
	Sales 
	13.857
	20.77
	23.71
	25.1
	26.19

	 
	Net Profit Margin
	(Net profit/Sales)*100
	8%
	11%
	13%
	14%
	13%

	 
	
	Net Profit
	1.099
	2.36
	3.08
	3.39
	3.49

	 
	
	Sales
	13.857
	20.77
	23.71
	25.1
	26.19

	 
	Return on Equity (ROE)
	(Net Income/Shareholders Equity)
	               0.78 
	               4.15 
	               4.52 
	               3.77 
	               4.53 

	 
	
	Net Income 
	1.099
	2.36
	3.08
	3.39
	3.49

	 
	
	Shareholders Equity
	1.414
	0.568
	0.682
	0.899
	0.77

	 
	
	
	
	
	
	
	 

	B
	Liquidity Ratios

	 
	Current Ratio
	Current Assets/Current Liabilties
	             0.566 
	             0.451 
	             0.427 
	             0.403 
	             0.426 

	 
	
	Current Assets 
	3.626
	3.31
	3.31
	3.49
	3.58

	 
	
	Current Liabilities
	6.407
	7.34
	7.76
	8.65
	8.4

	 
	Quick Ratio (Acid-Test)
	(Cash+Accounts Receivable)/Current Liabilties
	             0.527 
	             0.419 
	             0.393 
	             0.369 
	             0.389 

	 
	
	Cash
	1.393
	0.507
	0.338
	0.396
	0.358

	 
	
	Accounts Receivable
	1.982
	2.57
	2.71
	2.8
	2.91

	 
	
	Curent Liabilities
	6.407
	7.34
	7.76
	8.65
	8.4

	C
	Efficiency Ratios

	 
	Receivables Collection Period
	 (Average Accounts Receivable/Net Sales)*365 
	49 days
	40 days
	41 days
	40 days
	40 days

	 
	
	Opening Accounts Receivable
	1.768
	1.982
	2.57
	2.71
	2.8

	 
	
	Closing Accounts Receivable
	1.982
	2.57
	2.71
	2.8
	2.91

	 
	
	Net Sales
	13.857
	20.77
	23.71
	25.1
	26.19

	 
	Asset Turnover
	 Total Revenue/Net Fixed Assets 
	             9.220 
	             8.082 
	             9.446 
	             9.366 
	             9.031 

	 
	
	Total Revenue 
	13.857
	20.77
	23.71
	25.1
	26.19

	 
	
	Net Fixed Assets
	1.503
	2.57
	2.51
	2.68
	2.9

	 
	
	
	
	
	
	
	 

	D
	Gearing or Leverage Ratios

	 
	Debt-to-Equity Ratio
	 Total Debt/Total Equity 
	               6.60 
	             18.33 
	             17.90 
	             15.49 
	             20.61 

	 
	
	Total Debt 
	9.333
	10.41
	12.21
	13.93
	15.87

	 
	
	Total Equity
	1.414
	0.568
	0.682
	0.899
	0.77

	 
	Interest Coverage Ratio
	 Earnings Before Interest and Taxes (EBIT)/Interest Expense 
	 I 
	             7.717 
	             5.575 
	             4.878 
	             4.314 

	 
	
	Earnings Before Interest and Taxes 
	1.18
	3.11
	3.15
	3.39
	3.49

	 
	
	Interest Expense
	0.42
	0.403
	0.565
	0.695
	0.809

	 
	
	
	
	
	
	
	 

	E
	Investment or Market Value Ratios

	 
	Price-to-Earning (P/E) Ratio
	 Share Price/EPS 
	             40.25 
	             20.52 
	             22.04 
	             33.05 
	             32.61 

	 
	
	Share Price 
	135.24
	148.58
	225.51
	275.28
	310.16

	 
	
	EPS
	3.36
	7.24
	10.23
	8.33
	9.51

	F
	Cash Flow Ratios

	 
	Operating Cash Flow Ratio
	 Cash Flow From Operations/Current Liabilities 
	             0.184 
	             0.322 
	             0.409 
	             0.318 
	             0.382 

	 
	
	Cash Flow From Operations 
	1.177
	2.36
	3.17
	2.75
	3.21

	 
	
	Current Liabilities
	6.407
	7.34
	7.76
	8.65
	8.4

	 
	Cash Flow Coverage Ratio
	 Operating Cash Flow/Total Debt 
	             0.126 
	             0.227 
	             0.260 
	             0.197 
	             0.202 

	 
	
	Opearing Cash Flow 
	1.177
	2.36
	3.17
	2.75
	3.21

	 
	
	Total Debt
	9.333
	10.41
	12.21
	13.93
	15.87

	 
	 
	 
	 
	 
	 
	 
	 



[bookmark: _Toc235917929][bookmark: _Toc235982763]Appendix 3: Industry Benchmark
	Liquidity Ratios comparison with Industry benchmarks

	 
	 
	Industry

	Liquidity Ratios  
	Marriott (Average of 5 year)
	Good/Healthy
	 
	 

	Current Ratio
	                           0.455 
	1.2 and 2.0
	Indicate Potential Problems of liquidity
	Above 2.5: Holding much cash that could be reinvested

	Quick Ratio
	                           0.419 
	1
	Though between 0.8-1.2 = Acceptable
	 

	Operating Cash Flow ratio
	                           0.323 
	Higher than 0.40
	 
	 



[bookmark: _Toc235917930][bookmark: _Toc235982764]Appendix 4: Cash Operating Cycle
	Cash Operating Cycle

	
	
	
	
	
	
	

	 
	 
	2021
	2022
	2023
	2024
	2025

	 
	
	
	
	
	
	 

	Cash Operating Cycle
	Inventory Days+Receivable Days-Payable Days
	0+49-21
	0+40-46
	0+41-70
	0+40-70
	0+40-66

	 
	 
	29 days
	-6 days
	-30 days
	-30 days
	-26 days

	 
	
	
	
	
	
	 

	Receivable Days
	Average Accounts Receivable/Total Revenue)*365
	49 days
	40 days
	41 days
	40 days
	40 days

	Average Accounts Receivable
	((Opening+Closing)/2
	1.875
	2.276
	2.64
	2.755
	2.855

	 
	Opening Accounts Receivable
	1.768
	1.982
	2.57
	2.71
	2.8

	 
	Closing Accounts Receivable
	1.982
	2.57
	2.71
	2.8
	2.91

	 
	Total Revenue
	13.857
	20.77
	23.71
	25.1
	26.19

	 
	
	
	
	
	
	 

	Payable Days
	Average Payables/Total Revenue)*365
	21 days
	46 days
	70 days
	70 days
	66 days

	Average Payables 
	(Opening+Closing)/2
	0.6
	2.0
	3.6
	3.9
	3.8

	 
	Opening Payables
	0.527
	0.726
	3.34
	3.88
	3.85

	 
	Closing Payables
	0.726
	3.34
	3.88
	3.85
	3.69

	 
	Cost of Revenue as purchase
	11.056
	16.22
	18.73
	20.13
	20.96

	 
	
	
	
	
	
	 

	Inventory Days
	0
	0
	0
	0
	0
	0

	Assumption
 
	Taken as 0 as Company is silent about its Inventory in its Annual Report Financials. Further, Marriott International is primarily a service-based Hospitality company and thus Inventory is immaterial to its operations.
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Payback Period
	Project A

	Projects
	Annual Net Cash Inflows (CI)
	Cumulative Cash Flows

	Year 0
	£50m
	 

	Year 1
	£10m
	£10m

	Year 2
	£12m
	£22m

	Year 3
	£14m
	£36m

	Year 4
	£10m
	£46m

	Year 5
	£8m
	£54m



Payback Period
	Full Years before recovery+(Unrecovered Cost at Start of Year/Cash Flow during recovery Year)

	

	4+[(50-46)/8)]

	4.50 Year



Project B
	Project B
	Annual Net Cash Inflows (CI)
	Cumulative Cash Flows

	Year 0
	£50m
	 

	Year 1
	£11m
	£11m

	Year 2
	£11m
	£22m

	Year 3
	£11m
	£33m

	Year 4
	£11m
	£44m

	Year 5
	£11m
	£55m

	Payback Period
	Full Years before recovery+(Unrecovered Cost at Start of Year/Cash Flow during recovery Year)

	
	
	

	
	4+[(50-44)/8)]
	

	
	4.55 Year
	



Project C
	Projects
	Annual Net Cash Inflows (CI)
	Cumulative Cash Flows

	Year 0
	£50m
	

	Year 1
	£5m
	£5m

	Year 2
	£10m
	£15m

	Year 3
	£20m
	£35m

	Year 4
	£25m
	£60m

	Year 5
	£5m
	£65m

	Payback Period
	Full Years before recovery+(Unrecovered Cost at Start of Year/Cash Flow during recovery Year)

	
	

	
	3+[(50-35)/8)]

	
	3.60 Year



Accounting Rate of Return
	Depreciation using SLM

	Project Cost
	£50m
	5 Year Life

	Residual Value
	0
	 

	Annual Depreciation  
	(Cost-Residual Value)/Total Life 
	(50-0)/5

	 
	 
	£10m



	Project A

	Projects
	Annual Net Cash Inflows (CI)
	Depreciation
	Accounting Profit

	Year 0
	£50m
	 
	 

	Year 1
	£10m
	£10m
	£0m

	Year 2
	£12m
	£10m
	£2m

	Year 3
	£14m
	£10m
	£4m

	Year 4
	£10m
	£10m
	£0m

	Year 5
	£8m
	£10m
	-£2m

	Total Accounting Profit
	£4m

	ARR
	(Average Annual Accounting Profit/Average Investment)*100

	Average Investment
	(50+0)/2
	£25m

	Average Annual Profit
	(4 / 5)
	£0.80m

	Accounting Rate of Return
	(Average Annual Cash Flow/Initial Investment)*100
	(0.8/25)*100
	3.2%



	Project B

	Projects
	Annual Net Cash Inflows (CI)
	Depreciation
	Accounting Profit

	Year 0
	£50m
	 
	 

	Year 1
	£11m
	£10m
	£1m

	Year 2
	£11m
	£10m
	£1m

	Year 3
	£11m
	£10m
	£1m

	Year 4
	£11m
	£10m
	£1m

	Year 5
	£11m
	£10m
	£1m

	Total Accounting Profit
	£5m

	ARR
	(Average Annual Accounting Profit/Average Investment)*100

	Average Investment
	(50+0)/2
	£25m

	Average Annual Profit
	(5 / 5)
	£1.00m

	Accounting Rate of Return
	(Average Annual Cash Flow/Initial Investment)*100
	(1/25)*100
	4.0%



	Project C

	Projects
	Annual Net Cash Inflows (CI)
	Depreciation
	Accounting Profit

	Year 0
	£50m
	 
	 

	Year 1
	£5m
	£10m
	-£5m

	Year 2
	£10m
	£10m
	£0m

	Year 3
	£20m
	£10m
	£10m

	Year 4
	£25m
	£10m
	£15m

	Year 5
	£5m
	£10m
	-£5m

	Total Accounting Profit
	£15m

	ARR
	(Average Annual Accounting Profit/Average Investment)*100

	Average Investment
	(50+0)/2
	£25m

	Average Annual Profit
	(15 / 5)
	£3.00m

	Accounting Rate of Return
	(Average Annual Cash Flow/Initial Investment)*100
	(3/25)*100
	12.0%



NPV
	Discounting rate
	8%
	Same for all three projects



	Project A

	Projects
	Annual Net Cash Inflows (CI)
	(DI)Discounting Factor @ 8% =1/(1+8%)^n
	 
	Discounted Cash Inflows (CI*DI)

	Year 0
	£50m
	                        1.000 
	 
	 

	Year 1
	£10m
	                        0.926 
	 
	£9.26m

	Year 2
	£12m
	                        0.857 
	 
	£10.29m

	Year 3
	£14m
	                        0.794 
	 
	£11.11m

	Year 4
	£10m
	                        0.735 
	 
	£7.35m

	Year 5
	£8m
	                        0.681 
	 
	£5.44m

	A. Total Discounted Cash Inflows
	£34.20m

	B. Initial Cash Outflow
	£50m

	Net Present Value (NPV)
	A - B=34.20-50
	-£15.803m



	Project B

	Projects
	Annual Net Cash Inflows (CI)
	(DI)Discounting Factor @ 8% =1/(1+8%)^n
	 
	Discounted Cash Inflows (CI*DI)

	Year 0
	£50m
	                        1.000 
	 
	 

	Year 1
	£11m
	                        0.926 
	 
	£10.19m

	Year 2
	£11m
	                        0.857 
	 
	£9.43m

	Year 3
	£11m
	                        0.794 
	 
	£8.73m

	Year 4
	£11m
	                        0.735 
	 
	£8.09m

	Year 5
	£11m
	                        0.681 
	 
	£7.49m

	A. Total Discounted Cash Inflows
	£43.92m

	B. Initial Cash Outflow
	£50m

	Net Present Value (NPV)
	A - B=43.92-50
	-£6.080m



	Project C

	Projects
	Annual Net Cash Inflows (CI)
	(DI)Discounting Factor @ 8% =1/(1+8%)^n
	Discounted Cash Inflows (CI*DI)

	Year 0
	£50m
	                        1.000 
	 

	Year 1
	£5m
	                        0.926 
	£4.63m

	Year 2
	£10m
	                        0.857 
	£8.57m

	Year 3
	£20m
	                        0.794 
	£15.88m

	Year 4
	£25m
	                        0.735 
	£18.38m

	Year 5
	£5m
	                        0.681 
	£3.40m

	A. Total Discounted Cash Inflows
	£50.86m

	B. Initial Cash Outflow
	£50m

	Net Present Value (NPV)
	A - B=50.86-50
	£0.858m



Profitability Index
	Project A

	Projects
	Annual Net Cash Inflows (CI)
	

	Year 0
	£50m
	

	Year 1
	£10m
	

	Year 2
	£12m
	

	Year 3
	£14m
	

	Year 4
	£10m
	

	Year 5
	£8m
	

	NPV (From above)
	-£15.803m

	Profitability Index
	1+(NPV/Initial Investment)

	Initial Investment
	£50m

	Profitability Index
	1+(-15.803/50)
	0.684



	Project B

	Projects
	Annual Net Cash Inflows (CI)
	

	Year 0
	£50m
	

	Year 1
	£11m
	

	Year 2
	£11m
	

	Year 3
	£11m
	

	Year 4
	£11m
	

	Year 5
	£11m
	

	NPV (From above)
	-£6.080m

	Profitability Index
	1+(NPV/Initial Investment)

	Initial Investment
	£50m

	Profitability Index
	1+(-6.0803/50)
	0.878



	Project C

	Projects
	Annual Net Cash Inflows (CI)
	

	Year 0
	£50m
	

	Year 1
	£5m
	

	Year 2
	£10m
	

	Year 3
	£20m
	

	Year 4
	£25m
	

	Year 5
	£5m
	

	NPV (From above)
	£0.858m

	Profitability Index
	1+(NPV/Initial Investment)

	Initial Investment
	£50m

	Profitability Index
	1+(0.858/50)
	1.017



IRR
Using Excel Function
	Project A

	Projects
	Annual Net Cash Inflows (CI)

	Year 0
	-£50m

	Year 1
	£10m

	Year 2
	£12m

	Year 3
	£14m

	Year 4
	£10m

	Year 5
	£8m

	IRR
	IRR(C78:C83)

	
	2.72%



	Project B

	Projects
	Annual Net Cash Inflows (CI)

	Year 0
	-£50m

	Year 1
	£11m

	Year 2
	£11m

	Year 3
	£11m

	Year 4
	£11m

	Year 5
	£11m

	
	

	IRR
	IRR(H78:H83)

	
	3.26%



	Project C

	Projects
	Annual Net Cash Inflows (CI)

	Year 0
	-£50m

	Year 1
	£5m

	Year 2
	£10m

	Year 3
	£20m

	Year 4
	£25m

	Year 5
	£5m

	
	

	IRR
	IRR(M78:M83)

	
	8.59%




Strengthen Receivables Management


Faster Collection


Encourage Advance Payments 


Enhance Cash Flow Forecasting


Anticipate Seasonal Fluctuations


Manage Short-term funding requirement


Improve Cash Generation


Expanidng Asset-Light Operations


Reduce Capital Investment Requirements


Reduced Administrative Costs


Improve Digital Revenue Collection


Automated Payment System






Improve Liquidity Management


Continue Investing in Digital Transformation


Gradually Reduce Financial Leverage


Expand in High-Growth Markets


Strengthen Interest Coverage


Maintain Strong Cash Flow Generation


2

image2.png
Consolidated Inccome Statement of Marriott Hotels for the Year 2021-2025

Amount in $ Billion

Particulars 2021 2022 2023 2024 2025
Total Revenue 13.857 2077 23.71 251 26.19)
Cost of Revenue 11056 1622 18.73 2013 20.96
Gross Profit 2.801 4.56 4.98 4.97 522
Opearing Expense 1.051 1.08 1.06 113 1.08
Selling General and Administrative Expense 175 0.891 0.867 0.945 0.87]
Depreciation and Amortization 0.22 0.189 0.189 0.183 0213
Operating Income 175 3.92 3.92 3.84 4.14
Interest Income Non-Operating 0.028 0.026 0.03 0.04 0.042
Interest Expense Non-Operating 0.42 0.403 0.565 0.695 0.809
Other Income Expense 10 0.017 0.11 0.038 0.022
Pretax Income 1.18 311 3.15 3.39 3.49
Tax Provision 0.081 0.756 0.295 0.776 0.904
Net Income 1.099 2.36 3.08 3.39 3.49
Earning Per Share (EPS) 336 724 1023 833 9.51
Outstanding shares 326 Million 303 Million 285 Million 274 Million 271 Million





image3.png
Consolidated Balance Sheet of Marriott Hotels for the Year 2021-2025

Amount in $ Billion
Particulars 2021 2022 2023 2024 2025
Total Assets 25.553 24.82 26.36 29.17 313
Current Assets 3.626 331 331 3.49 3.58]
Cash. Cash Equivalents & Short Te 1.393 0.507 0.338 0.396 0.358
Receivables 1.982 2.57 2.71 2.8 2.1
Other Current Assets 0.251 0.235 0.261 0.294 0.317
Total Non Current Assets 21.54 21.5 22.36 22.7 23.96
|Net PPE 1.503 2.57 251 2.68 29
‘Goodwill and other Intangible Asset 17.999 17.62 18.08 18.22 19.24
Investment and Advances 1.062 0.335 0.308 0.298 0.298
Non Current Notes Receivables 0.144 0.152 0.138 0.136 0.151
Non Current Deferred Assets 0.228 0.24 0.673 0.65 0.57
Other Non-Current Assets 0.604 0.584 0.658 0.716 0.799
Total Liabilites & Equity Shareh¢ 25.553 24.82 26.36 29.17 313
Current Liabilities 6.407 7.34 7.76 8.65 8.4
Payables And Accrued Expenses 0.726 3.34 3.88 3.85 3.69
Current Debt and Capital Lease Obl 0.805 0.684 0.553 131 121
Other Current Liabilities 4.876 3.31 3.33 3.49 3.5
Total Non Current Liabilites 16.296 16.91 18.59 20.53 22.91
Long Term Debt 9.333 10.41 12.21 13.93 15.87
INon Current Deferred Liabilities 1.012 1.37 123 118 1.28
Other Non Current Liabilities 5.951 5.12 5.16 5.41 5.76
Total Stockholder Equity 1.414 0.568 0.682 0.899 0.77]
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