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Executive Summary

 As it has been established, evaluating a company's performance is crucial in the hospitality industry. The goal of this research is to analyse the financial statistics for Marriott International by analysing their performance. A clearer understanding of the company's future economic performance can be gained by looking at its financial performance.
The purpose of this report is to identify the weak points in the business and develop a solution to maintain confidence in their financial performance. For hotel managers, future planning to avoid financial loss will be examined and evaluated using the ratio analysis's framework, which includes profitability, liquidity, and gearing ratio. 
The profitability ratio research revealed revenue declines in 2020, and a complete recovery in 2021 was not yet evident. The analysis of liquidity ratios identifies and highlights the organization's capacity to recover from the financial impact of these circumstances, including components like increasing debtor numbers and total short-term debt. Furthermore, by examining the gearing ratio, it was possible to ascertain whether the company was maximising the financial return on its assets and to provide an explanation of how specific variables might have a positive or negative impact.
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 Introduction

A financial analysis will be conducted for Marriott international, Inc which is an American multinational company that operates, franchises and licenses lodging including hotel, residential and timeshare properties. Marriott is known for its luxury selection of properties with its 30 hotel brands, 7.642 hotels in 131 countries and territories (Marriott International, 2022). To assist in the study of the financial data for Marriott International, the firm accounts will be generated for the Chief Executive and address the following ratios for 2020 and 2021.
Pearson, (1998) states ratio analysis can be used to compare one year to the next and find patterns while evaluating profitability and financial stability. It can be utilised by different businesses or rivals. Ratio analysis is crucial because it can show a more realistic picture of how a company is currently operating (Walsh, 2008). When evaluating the financial results of Marriott International 3 ratios such as profitability ratio, liquidity ratio and gearing ratio will be used to assess the performance of the company. Fridson and Alvarez (2011) claim that ratios can assess the relationship between two or more financial statement sections. The best outcomes come from comparing results from several time periods. This enables the monitoring of the company's performance over time and the identification of potential problems (Cross, 2022). 







Financial Analysis Trends 

Profitability 
Fridson and Alvarez (2011) state that profitability ratios compare and analyse a company's financial performance based on its financial statements. Walsh, (2008) expresses the ability of the company to make a profit from its operations is assessed using profitability ratios. By using ratios to perform financial checks, it is possible to accurately assess a company's financial health over the whole financial year. These examinations can assist a company in identifying potential possibilities for future profitability. Figure 1 shows four ratios which will be discussed to evaluate Marriott's financial performance for the year 2020 and 2021. 
Gross profit
Formula: Gross profit/net sales x 100=  
Gross profit demonstrates how well a business is doing in terms of revenue and the cost of generating that revenue. According to the Marriot Financial Ratio, the gross profit increased by 6% between the years 2020 and 2021. This makes it possible to see why Marriot's overall revenue was so low during the pandemic. In 2021, the gross profit had increased, which identifies an increase in revenue, this is because the hospitality industry was regaining its momentum and the pandemic procedures had been eased. To add, the gross profit did not recover to pre-pandemic levels straight away because of adaptations which were implemented, not allowing the organisation to efficiently perform. 
Net profit 
Formula: Net profit / Sales = 
When comparing Marriott financial ratio performance for 2022 and 2021. The net profit margin shows that after expenses have been deducted, such as salaries, rent, loans, insurance, and other liabilities from the gross margin it is left in the deficit. This was due to the pandemic which has affected the hospitality sector drastically in 2020 by not being able to operate during lockdown, consumer spending started to increase in May 2021 (Ramuni,2021). However, when comparing with 2021 they have recovered from this and have managed to decrease their total expenses and has increased their profit from pre-covid.
Fixed asset
Formula: sales turnover / fixed assets= 
The asset turnover for the year 2020 and 2021 has not made much increase. This shows that their fixed assets are not able to efficiently produce revenue that it should. When comparing this to the gross profit which has increased, it enables to Identify that a minority of overall revenue for 2021 was produced by fixed assets. Marrott is not using their assets to their full capacity to produce sales. 
ROI 
Formula: Net income / Cost of investment x 100 =
Return on investments shows that Marriott has not gained sales from their investment. From 2020 to 2021 it has not increased significantly, although overall revenue has seen an increase. This highlights that either majority if investments were liquidated during 2020, this could have been done to cover the expenses during the pandemic and to allow the business to reconsider their investment portfolio. On the other hand, this could also represent a factor which could show that most investments that have been made are for the long term, and they will only show their true return on investment over a longer time and could be used as an instrument to recover the overall business. 
 
Liquidity Ratios. 
The liquidity measures of a company show whether it can pay its short-term debts. The liquidity ratios of a company show how quickly it can move assets and use them to pay creditors. The percentage rises as making payments and paying off debt become easier (Pearson, 1998). Figure 2 shows the current ratio and debtors ratio. 
Current ratio 
Formula: current asset / current liabilities= 
Current ratio of Marriott for the year 2020 and 2021 shows its less than 1.0. By comparing both years, it shows that in 2021 the company liabilities have decreased from 2020. Ratio lower than 2.0 means the company are finding it difficult to pay short term dept. Current ratio higher than 2.0 is considered good meaning the company can pay off the short-term depts. Marriot has always been under 1.0, this shows that Marriot need to reconsider their strategy on how they will be able to have enough liquidity to ensure they are able to run efficiently and keep the overall financial performance of the company in a positive way. To be able to control their liabilities is particularly important as this will demonstrate the correct financial management which will allow the company to be prepared for any circumstances they may face in the future. 

Debtor Days
Debtors x 365  		=                           ** days
Day sales in receivables shows Marriot have increased the trading they are undertaking which involves debtors, by looking at 2020 and 2021. This means they do not yet have the money but will be receiving it within a year. From the financial figures, it shows that within 2020 and 2021, Marriott had significantly increased their debtors. This is represented with the increase in companies sales, however a significant amount of this is not liquid as it is not yet cash. When looking at day sales in receivables, in 2020 the figure was 61 days and in 2021 it is 52 days. Although this is over the most acceptable period which is normally 30-36 days. However, Marriot were having to increase this period because the debtors were also struggling to repay the amount. Therefore, to keep on encouraging business during these periods, Marriot were having to compromise in the period debtors will pay back in. Marriot may have been attracted to this method within the 2020 and 2021 period because it still allowed them to bring in some business, even though they were not being payed the full amounts, indicating it could be part of survival business strategy. Considering that a certain percentage of the debtors will not pay back the balance outstanding. Therefore, from a long-term perspective this method of trading is not healthy as it significantly decreases how liquid the organisation is, as they will not have strong cashflow. 
x
Gearing 
Pearson (1998) claims that by contrasting shareholders' equity to corporate debt in a variety of ways, a set of financial indicators known as gearing ratios evaluates the company's amount of leverage and financial condition. When a corporation finances more of its operations with debt than with equity from shareholders, this ratio is known as gearing. A company's financial risk is measured by its gearing ratio. If a company owes too much money, it could run into financial problems. As opposed to the opposite, a low gearing ratio suggests a high debt-to-equity ratio. Fitzgerald (2002). Figure 3 explains the dept ratio and EBIT ratio. 
Debt Ratio
Total debt/total assets	=
Debt ratio should be under 35%. For 2020 the ratio was just under 25% and in 2021 it was 7%. The significant decrease shows us long term assets outweigh the debt used to purchase them. This further supports the points regarding return on investment because long term assets will only truly show their return over a longer period. However, the increase during 2020 showed us that their expenses had a greater impact when compared to their income. And that their overall long-term assets were not able to produce a significant impact on how they were benefiting the company when compared to when the initial investment was made and the cost in doing so. To add, the debt ratio may have increase in 2020 because the company may have taken on more long-term investments which could have caused the debt ratio to increase.

Interest Cover
Profit before Interest and tax / Periodic Interest Charges =
Fitzgerald, (2002) states the EBIT shows how easily a company can pay the interest which is charge on their outstanding debt. In 2020 we see a very significant decline in these figures, this is since the company's income had decreased, meaning they had fewer liquid cash to pay off just the interest charged on the borrowed amount. Although, they may have been able to continue paying the amount during the pandemic period, they would have struggled and caused them to be very cautious in prioritising their outgoings. On the other hand, in 2021, when the business was generating more cash flow and revenue, their EBIT value had recovered which allows us to identify although their profits have not recovered to pre-pandemic levels, they are able to pay off their debts and the interests that are being charged. It also demonstrates the compromises the company must have taken to ensure their EBIT value does not become a negative value as this would have a significant impact on the business and would not allow them to continue trading on credit.





Knowledge from Ratio Analysis.

According to Banks (2018), examination of financial ratios can be utilised to identify the advantages and disadvantages of a company. Financial reports reveal that the company can evaluate its profit and productivity as well as determine the relationship between one accounting variable and another on their financial statements. The performance of a corporation can be assessed throughout time, and major indicators that show whether changes or improvements are needed can be found.
 
Ratio analysis, which is widely used to understand the risks a company faces, calls for calculating leverage and financial leverage. Simply put, it assists in determining whether a company's profitability is reasonable when considering any outstanding debts and the use of fixed expenditures (Pearsons,1998).


Benefits and Limitations of Ratio Analysis

Pearson, (1998) explains ratio analysis helps hotel management examining their financial performance and evaluating how well they are doing across the board. Businesses can keep track of their activities to determine if they are on track or not and make informed decisions about the present and future viability of their operations. According to Fitzgerald, (2002) ratio analysis is used to check number of business-related aspects such as profitability, liquidity, gearing, solvency and efficiency. It gives important information about the performance of the business and how effectively the business is running. It can be used when comparing with other organisations and evaluate the liquidity and long-term solvency of the company. There is little to no expense associated with gathering the data because it is already present in the accounting systems now utilised by organisations. All that is required is the implementation of a calculating function. 

Weetman (2013) states additionally, ratio analysis is essential for comparing one's performance to that of industry competitors, spotting gaps, and evaluating one's competitive advantages, strengths, weaknesses, opportunities, and threats. Decision-makers can use this data to strengthen their organization's position within the market. However, due to the outdated and unreliable nature of the data, there are limitations to ratio analysis. This is so because the financial statement's figures are dependent on accounting data, which can have errors, approximations, variations in practice, or even manipulation (Fridson and Alvarez, 2011). Employees are a company's most valuable resource and one of the primary enablers of future success, yet ratio analysis does not take this into consideration. In finance and accounting, employees are frequently a missing component Fitzgerald, 2002).







Conclusion. 

The pandemic's effects on the economy are seen in Marriot International's financial report for 2020 and 2021. The financial ratios demonstrate their financial turnaround and the procedures involved. Revenue declines in 2020 were shown by the profitability ratio study, and a full rebound in 2021 was not yet seen (Macrotrends, 2022). The organization's ability to recover from the financial impact of these factors, including elements like rising debtor numbers and overall short-term debt, is identified and highlighted by the examination of liquidity ratios. Additionally, by analysing the gearing ratio, it was possible to determine whether the company was getting the most financial return from its assets and to explain how particular variables may have a good or negative impact. 
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