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Executive Summary 
The concept of “Financial Management” is a vital part of organisation growth and development. It plays a significant role in understanding  the current position of a business along with its ability to ensure sustainable growth in the market. Therefore, the following report has been constructed on the financial position and performance of the American hospitality company, Marriott International Inc. Herein, the financial ratios will be analysed and interpreted in a detailed manner to provide necessary information. In addition to that, the advantages and drawbacks of the process will also be discussed.
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[bookmark: _Toc119429574]Introduction 
The process of “Financial Management” involves a series of activities that undertakes business functions related to the investigation and analysis of available financial resources by a company. Herein, the success of a business is determined based on the financial performance of the company in question (Sari et al. 2020). Therefore, the predominant purpose of conducting this particular report is to analyse various financial ratios of a  Hotel Management Company, that is Marriott International Inc. In addition to that, the advantages and disadvantages of ratio analysis will be provided to support the discussion on Financial Management. Moreover, the ratios will be interpreted and trends will be discussed to provide a deeper insight into the performance and position of the said company in financial terms.
The provided company, Marriott International Inc.. is a globally recognised American hospitality company. The company is said to operate in the lodging industry by franchising and licensing hotels, time-share properties, and residential. The company is known to be operating in about 139 countries with more than 8000 properties (marriott.com, 2022). In addition to that, the company owns around 30 brands to provide exceptional hospitality services to its customers. 
[bookmark: _Toc28429][bookmark: _Toc119429575]Financial Analysis Trends
[bookmark: _Toc16285][bookmark: _Toc119429576]Profitability 
Gross Profit Margin:
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Figure 1: Gross Profit Margin
The above-presented graph depicts the margin of gross profit earned by Marriott International Inc. in the financial year 2020 and 2021 respectively. The ratio calculation of gross margin indicates the earnings made by the company after paying off its direct costs associated with the business like materials, labour, and so on (Nariswari and Nugraha, 2020). Therefore, the higher the margin, the better it is considered for the company.  As per the provided graph, the company earned around 13.8019 in 2020 which increased up to 20.2136 in the following year, that is, 2021 (macrotrends.net, 2022). As a result, an increasing trend can be observed in the later year reflecting the ability of the company to earn a decent amount of profit on its sales. However, to maintain this increasing trend, the company must maintain control over its overhead costs. Additionally, it will allow the company to gather more funds from investors.
Operating Profit Margin:
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Figure 2: Operating Profit Margin
The given chart signifies the margin of operating profit generated by the company in two consecutive years, that is, 2020 and 2021. This particular ratio is calculated to identify the amount of profit incurred by the company after making the payments of variable costs associated with production like wages, raw materials, and so on (Langemeier and Yeager, 2018). The calculations show that in 2020, the company generated around 0.7946 operating margin whereas, in 2021, it was calculated to be 12.629. This significant increasing trend in the margin is a favourable sign for the company as the ability to incur more profits has been built up enabling the company. However, the company must manage its operating costs to enhance its operating efficiency in an effective manner.
Net Profit Margin:
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Figure 3: Net Profit Margin
The provided figure determines the margin of net profit that Marriott International Inc. has earned in the years 2020 and 2021. The calculations of “net profit margin” is undertaken to evaluate the profit or income of a business with respect to its sales. Therefore, an increasing or higher margin trend is termed to be highly profitable and effective for the growth of an organisation (bbc.co.uk, 2022). As depicted in the graph, the margin of the company was negative in 2020, that is -2.5258 while it experienced a hike in 2021 up to 7.931. Although the profit generation capabilities of the company have enhanced, the margin is still lower than the generally favourable margin, that is, 20%. Therefore, the hospitality service provider must increase its sales or lower its expenses to increase this particular profitability ratio (bbc.co.uk, 2022). 
Return on Assets:
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Figure 4: Return on Assets
The afore given graph indicates the return generated on assets in 2020 and 2021. The calculation of this particular financial metric indicates the profitability of the assets possessed by a business. Herein, the revenue generation ability of the assets is determined. In this particular ratio as well, an increasing trend can be observed (Almira and Wiagustini, 2020). The ratio was calculated to be at -1.0809 which further increased to 4.3009 depicting that the poor ability has enhanced and now the assets generate an adequate amount of revenue. Therefore, it is evident that the profitability of the company has improved from the previous year, that is, 2020.
[bookmark: _Toc5471][bookmark: _Toc119429577]Liquidity 
Current Ratio:
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Figure 5: Current Ratio
The graph reflects on the developing or improving trend in terms of the current ratio of the company, Marriott International Inc for the years 2020 and 2021. This ratio is evaluated to determine the ability of the company to meet its short-term obligations. Therefore, an increasing ratio is preferred to be highly favourable for the company (Mulyadi and Sihabudin, 2020). The company’s ratio was at 0.4911 which has hiked up to 0.5659 in the succeeding year indicating that the company has enough cash to pay off its short-term or current liabilities effectively. 
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Debt-to-Equity Ratio:
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Figure 6: Debt-to-Equity Ratio
The chart depicts the values of debt to equity ratio for two years, that is, 2020 and 2021 for Marriott International Inc. A downward trend can be observed from the provided figure which is considered non-risky for lenders as it signifies that the company’s potential growth is not inclined towards generating income based on its borrowings (Irman and Purwati, 2020). Therefore, as there has been a downfall in this particular ratio from 24.1302 to 7.1697, it is evident that the growth of the chosen company is major dependent on its sales and revenues rather than its borrowings.
Long-term debt/Capital:
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Figure 7: Long-term Debt to Capital
The above-provided figure showcases the long-term debt/capital ratio for the years 2020 and 2021. This ratio is evaluated with the aim of identifying the reliability of the company’s performance on debt and capital. A company more reliable on capital than debt is considered to be highly favourable (Nguyen, 2020). From the given figure, it can be inferred that there has been a considerable fall in this ratio in 2021 from 0.9554 to 0.8684. The declining trend infers that the activities of Marriott International Inc. are considerably less resilient on debts and more on capital. 
[bookmark: _Toc9744][bookmark: _Toc119429579]Knowledge from Ratio Analysis 
Ratio analysis is a critical aspect of every business establishment. It is essential to understand different types of ratios along with their importance and usage to determine the financial position of the company from different perspectives (Sutarno et al. 2019). Additionally, it is also valuable to identify and undertake the fluctuations in the ratio as it provides important insights into the financial operations and conditions of the business. Similarly, the analysis of the above-presented ratios of the renowned hotel management company, Marriott International Inc. has been effective in formulating and identifying the improvement in its financial performance. Based on the analysis of profitability ratios, it can be inferred that the company is highly effective in acquiring sufficient profits be it gross, operational or not (Saravanan et al. 2021). The positive fluctuation in the profitability ratios signifies that the company is effective in reducing costs from previous years followed by increasing turnover, productivity, and ultimate organisational efficiency.
Following that, the liquidity ratio, that is, the current ratio has presented the capability of the company to fulfil its short-term debt requirements. It is evident from the analysis that the company has been successful in enhancing its position and has boosted its credibility. However, it can also be a sign of ineffective usage of assets which must be corrected by implementing effective strategies (Pelaez-Verdet and Loscertales-Sanchez, 2021). Lastly, the gearing ratio has depicted the rate of dependency of the company on its capital and debts. It has been observed that the future growth of the said company would be derived from its capital rather than its debts which is profitable for the lenders and investors. 
[bookmark: _Toc12764][bookmark: _Toc119429580]Benefits and Limitations of Ratio Analysis 
[bookmark: _Toc17681][bookmark: _Toc119429581]Benefits 
Planning and Budgeting: The trend observed in costs, profits, and sales of a company after the computation and interpretation of ratios are used to predict future patterns which is followed by detailed planning of future operations (bbc.co.uk, 2022). Moreover, based on the collected information, a budget is prepared to ensure that the negative aspects are overcome to ensure continuous growth.
Simplifies decision-making: The analysis of ratio plays a vital part in the decision-making process. It enables the organisation's management to know whether or not to opt for extra debts. Additionally, effective decisions are undertaken to achieve desirable outcomes related to sales, costs, and profits (forbes.com, 2020).
Measure operational efficiency: The degree of management's efficiency is identified through the analysis of ratios. Along with that, the effective usage of assets is also determined. Therefore, through the calculations of ratios, the efficiency in the company's operations is determined to help the organisation earn more profits by undertaking corrective measures to overcome identified drawbacks in management.
Communication: The process of ratio analysis is also used as a means of communication. As the profitability and performance of business highly impact other entities, the ultimate result of ratio analysis is communicated to other parties like investors, shareholders, debenture holders, and so on (bbc.co.uk, 2022).
Determination of liquidity and profitability position: It is a major tool to identify the liquidity position of a company by determining its ability to meet its short-term requirements, pay off its current debts, and enhance its credibility by taking up effective measures. In addition to that, the overall profitability of the company is also determined through its profit generation capacity along with the utilisation of assets (forbes.com, 2020).
[bookmark: _Toc13014][bookmark: _Toc119429582]Limitations
Historical information: The financial statements, that is, balance sheet and income statement along with cash flow statements provide past information. The current position of the company is not provided which results in ineffective prediction of future business performance.
Errors in financial statements: The calculations of ratios are highly dependent on the data recorded in the financial statements of a company which are prone to errors. As a result, the calculations and interpretations also become erroneous. Moreover, the usage of accounting principles may vary from company to company which makes the comparison between two different companies difficult (bbc.co.uk, 2022).
Quantitative analysis: As ratios are a quantitative tool, qualitative factors which affect the business performance are not undertaken. In addition to that, the costs of fixed assets are recorded at costs which do not consider the changes occurring in the level of market prices. Therefore, the comparison becomes insignificant.
Financial data affected by seasons: The performance along with the profitability of a business is highly fluctuating during seasons (Hashemkhani Zolfani et al. 2018). The sales, revenues, costs, and other factors may be favourable in one season and unfavourable in other. Therefore, the ratio analysis may present invaluable outcomes.
Window-dressing: Sometimes an organisation represents its financial statements inaccurately to showcase a positive financial position. Therefore, the practice of "window-dressing" negatively impacts the ratio analysis which further provides inaccurate and irrelevant outcomes (forbes.com, 2020).
[bookmark: _Toc20938][bookmark: _Toc119429583]Conclusion
To precisely conclude the above-presented report on financial management, it can be concluded that ratio analysis is an effective process of determining the current position of a company along with the identification of future trends and patterns. In addition to that, it plays a vital role in the decisions opted by an organisation allowing the management to identify weak financial points of a company and overcome the same with effective solutions. Moreover, the “liquidity”, “profitability”, and “gearing” ratios of Marriott International Inc. have been effective in concluding that the company has been able to significantly improve its financial performance from the past years. Although there are certain limitations to the process of analysing ratios, it has several benefits that enable the organisation to improve its performance for future growth.
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