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Abstract

The competitive landscape, macroeconomic
factors, and possible challenges of the hotel
sector are the main topics of this equity
research report's analysis of the external
environment influencing Marriott
International, Inc. The study examines market
trends including sustainability, technological
innovation, and post-pandemic recovery in
addition to assessing economic indicators like
interest rates, gross domestic product growth,
and inflation. Scenario and sensitivity
analysis are used to evaluate key risks, such
as geopolitical tensions and industry
disruptions. The research, which offers a
thorough basis for valuation and investment
recommendations, emphasizes Marriott's
strategic stance in the face of changing
industry conditions and is backed by
comprehensive forecasts.
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Introduction

This report is part of the equity research Marriott International, Inc. — A Home Run
to Excellence, conducted for the Master’s in Finance program at NOVA School of
Business and Economics. It examines the hotel industry’s dynamics and their

impact on Marriott International, Inc.

The analysis covers industry trends, competitive pressures, and macroeconomic
drivers affecting Marriott's market position and strategic outlook. It begins with an
Industry Overview, highlighting market segmentation, emerging trends, and

competitive forces.

Next, the Macroeconomic Context evaluates factors like inflation, GDP growth, and
interest rates, followed by a Forecast Breakdown detailing revenue streams and

costs based on industry conditions and Marriott's strategies.

Risk Analysis addresses vulnerabilities, including economic shifts and operational
risks, while Scenario and Sensitivity Analyses explore potential business outcomes

and valuation impacts.

Given the collaborative nature of this project, specific sections were assigned
between authors. This report focuses on the external environment, while Rodrigo
Ad&o's section covers Marriott's overview, Intrinsic valuation, Relative valuation

models, and Environmental, Social and Governance efforts.



Hotel Industry Overview

Industry Definition and Segmentation

The hotel sector is a key subset of the hospitality industry, playing a significant role

v in global economic activity. Over time, it has evolved due to technological

411426 advancements, shifting customer preferences, and economic changes. Today’s
market is competitive, catering to diverse audiences, including frequent travelers
and business guests. The hotel industry, valued at $426 Bn in 2024, is projected

I to grow at an annual rate of 4%, reaching $512 Bn by 2029 (fig. 1). Before entering
I market details, and providing a full comprehensive understanding of the industry,
% é é % § % g é % g % a SWOT analysis and Porter’s Five Forces frameworks are presented. These tools

Figure 1 - Global Hotel Industry Revenues (valves  highlight the industry’s strengths, weaknesses, opportunities, threats, and

in $B
i S5 competitive positioning within a rapidly evolving market landscape.

Looking firstly into the SWOT framework, it reveals a crucial conclusion: achieving
a balance between economic stability, product innovation, and market dynamics is
essential. The hotel industry is highly influenced by consumer sentiment across
various factors, such as alternative accommodation and economic stability, and
operators must leverage their strengths to seize opportunities and adapt to

challenges to sustain growth.

Strengths

Diverse Accommodation Options: wide
range of lodging choices catering to various
customer preferences/budgets.

Technological Integration: adoption of
advanced technologies has enhanced
operational efficiency and improved guest
experiences.

Economic Contribution: The hotel industry
significantly boosts local economies by
creating jobs and supporting ancillary
businesses.

Opportunities

Sustainable Tourism: growing interest in eco-
friendly accommodations presents
opportunities to implement sustainable
practices.

Emerging Markets: expanding into
developing regions with increasing tourism can
open new revenue streams

Experiential Travel: offering unique
experiences can differentiate properties and
appeal to travelers.

Weaknesses

High Operating Costs: expenses related to
property maintenance are substantial,
especially during periods of low occupancy

Seasonal Demand: occupancy rates often
vary with seasons, leading to inconsistent
revenue streams.

Dependence on External Factors: the
industry is vulnerable to economic downturns,
and political instability.

Looking into Porter’s Five Forces framework, it also becomes evident that the hotel
industry is an industry where adaptability and strategic foresight are crucial. The
interplay between industry rivalry, buyer power, and the growing threat of
substitutes underscores the need for continuous innovation and differentiation. At

the same time, mitigating risks associated with new entrants and supplier dynamics
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requires leveraging economies of scale and operational efficiencies. Hotel
operators must navigate these forces by capitalizing on their strengths to seize
opportunities and counterbalance threats, as outlined in the analysis below with an

impact level valued from 1 to 5.

Forces

Description

Conclusion

High capital requirements, New entrants face significant barriers, but
Threat of economies of scale, and strong niche players with innovative offerings can
New Entrants brand loyalty act as barriers to disrupt the market.
entry.
. Multiple suppliers and Supplier power remains limited, but rising
Bargaining . . i
standardized inputs lower supplier labor costs can create moderate challenges.
Power of
power, though labor can be a
Suppliers
moderate factor.
Bargaining Price sensitivity and low switching Buyers hold strong leverage, pushing hotels
Power of costs give buyers significant to compete on pricing, value, and loyalty
Buyers leverage, intensified by OTAs. programs.
Alternative accommodation like Substitutes like Airbnb continue to reshape
Threat of Airbnb offers strong competition, customer  expectations and intensify
Substitutes particularly for unique or budget competition.
stays.
Indust Intense competition due to market The industry remains highly competitive,
ndus
Ri Iry saturation, price wars, and the requiring innovation and differentiation for
iva
i challenge of differentiation. sustained success.
Table 1 - Porter's Five Forces Framework
Market Trends

» Post-Covid Recovery

With the COVID-19 pandemic, hotels suffered significant repercussions and
instability, with revenues decreasing 61% from 2019 to 2020. Marriott managed to
decrease at a lower rate than the overall industry, at 50% (fig. 2). Although, as
reflected in the graph, 2021 was already showing signs of recovery, it was only in
2022 that the sector started to show strong signs of recovery, where the industry
managed to increase by 63%, reflected in both leisure and corporate travel. As
observed in the graph, it's expected stabilization of the global hotel industry growth
in future years, marked by the normalization of the economy and the ending of the
post-covid boost. Evidence for this growth is the expenditure exhibited on both
leisure and business travel. Although spending in both suffered a significant
decrease in 2020, a combined amount of $3,5 Tn, it increased in the subsequent
years, where, from 2021 to 2023 travel spending has already increased by 98%,
while business travel by 102% (fig. 3). This was marked by a strong desire to travel
after the pandemic lockdown and the normal day-to-day functioning of business

operations within companies which, once again, boosted business travels. This

7
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recovery of the industry has led to the creation of new term called “Bleisure”, a
combination of both leisure and business travels where employees are taking
advantage of work trips to save on travel expenses, spend time with family or
friends, and improving their well-being (fig. 4). Apart from the ability to mix leisure
with work, the industry is also showing optimistic signs due to rising consumer
confidence and the lifting of global travel restrictions, which is evidenced by a
significant increase, due to being in tourist arrivals. Data highlights the pandemic's
impact on industry, with a decline in 2020 across all regions compared to 2019.
However, recovery patterns can already be noticed, where the rates varied by
region. Europe, for example, started to rebound in a rapid way in 2021, while Asia
and the Pacific faced challenges due to extended restrictions. By 2023, Europe
and the Americas had returned to pre-pandemic levels, and the Middle East and

Africa, despite smaller total volumes, exceeded their 2019 figures (fig. 5).
= Sustainability trends

Another emerging concern that has been a critical internal and external factor, is
environmental sustainability. It has become a focus in the hotel industry, mainly
due to customer preferences of engaging in sustainable travel, trend itself that is
influencing operational and strategic decisions. Hotels are increasingly integrating
green practices, which is evident from Marriott’'s commitment to reaching net-zero
emissions by 2050. Across the industry, investments in energy-efficient
technologies and waste reduction varies widely. In the UK, the Green House Hotel,
uses solar panels and biomass boiler to generate electricity and rainwater
harvesting. In the US, the Hotel Brooklyn Bridge uses reclaimed wood from the
former Domino Sugar Factory, advanced energy management systems and
efficient lighting. In South Africa, the Hotel Verde uses wind turbines and
photovoltaic solar panel system. This trend towards sustainability is clearly at the
brink of becoming not just a trend but a global movement. More, is not just a
corporate responsibility but also a response to consumer demand for more

environmentally friendly travel options.
» Technology and Digital Transformation

Digital transformation and the application of technology in the hotel industry are
rapidly enhancing operational efficiencies, supported by significant increases in
technology investments. Hotels are becoming more proactive in implementing
technology and adapting to dynamic environments where innovations are required
by customers and necessary for sustainable competitive advantage. On emerging
tech trends in the hotel industry, there is a shift in mindset regarding investment in
new technology. Based on not mutually exclusive collected data, around 94% of
hotel leaders plan to invest in technology in the coming years, with 24% planning

heavy investment and 70% moderate investment, showcasing how technology will
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become more integrated into businesses, and how managers are making more

room for technology in budget considerations (fig. 6).

These investments are mainly motivated by changes in customer demand, the
opportunity to increase overall efficiencies such as improved margins, and reduced
costs, and the need to deliver unique guest experience, ultimately contributing to
a stronger competitive advantage (fig. 7). All these factors are slowly making
players rethink the number of resources allocated to technology when closing

budgets.

This expansion is crucial for incorporating advanced technologies that help achieve
operational objectives. Technologies like Al are pivotal for optimizing performance,
as this is the technology that hoteliers think will have the most impact in the next
12 months (fig. 8). As of August 2023 in Europe, 11% of accommodation
businesses already use Al, and 16% plan to adopt it in the next six months,
showcasing that the ongoing adoption of these technologies is set to deepen in the
following years, reflecting the industry's commitment to maintaining a competitive

edge and meeting evolving customer expectations.

Competitive Landscape

In recent times, the hotel industry has transformed into a more competitive
landscape, a shift attributed to the rise of new technologies and increasing
customer preferences. The competitive landscape incorporates both major hotel
chains (e.g., Hyatt, Hilton) and home-sharing services (e.g., Airbnb). Traditional
competitors consist of other hotels, but in Marriott's case, the key players are global

hotels chains, the closest to Marriott in terms of size and business operations.

Taking what was mentioned above into perspective, 5 key players were identified,
capturing a total of 13% market share, with Marriot outperforming its peers with a
market share of 6% (fig. 9).

Hilton: This hotel brand operates over 7,000 properties across 123 countries and
has a loyalty program, Hilton Honors, with over 150 million members, rivaling
offerings in luxury, upscale, and midscale segments. With both companies
adopting asset-light models, Hilton’s ability to sustain owner satisfaction and
deliver high RevPAR, 29% growth in 2023, directly challenges Marriott's
competitiveness in similar regions and customer segments. Although it's the

closest competitor, it only has a market share of approximately 2% (fig. 10).
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Hyatt: Although it has a smaller portfolio of over 1,200 properties, this allows it to
specialize in luxury and lifestyle offerings, such as Park Hyatt and Andaz, which
directly compete with Marriott’s top-tier brands like Ritz-Carlton. Hyatt's experience
in expanding into lifestyle markets and experiential travel niches creates a
competitive advantage. This focus challenges Marriott’s ability to maintain
leadership in luxury segments without diluting its broader brand strategy. Hyatt has

a market share of approximately 2% (fig. 11).

Intercontinental Group: With a market share of 1%, IHG, with its portfolio of over
6,000 properties, excels in the midscale and upper-midscale segments through
brands like Holiday Inn and Crowne Plaza. Marriott’s offerings, such as Courtyard
and Fairfield Inn, face stiff competition in these categories, particularly in high-
focus on asset-light growth also directly challenge Marriott’s positioning in these

crucial revenue-driving segments.

Wyndham: With approximately 9,000 properties, Wyndham dominates the
economy and mid-scale hotel segments. Its scale and strong franchise model put
pressure on Marriott’'s ambitions to expand in these cost-sensitive markets.
Wyndham's ability to offer budget-conscious travelers’ reliable accommodation on
at scale, backed by Wyndham Rewards with over 100 million members, forces
Marriott to reassess its strategy in competing for price-sensitive and high-

frequency travelers. Wyndham has a market share of 1% (fig. 12).

Accor: Accor's dominance in Europe and its aggressive push into lifestyle and
experiential brands, such as Raffles, challenge Marriott’'s growth in these lucrative
markets. Accor’s partnerships and ALL - Accor Live Limitless loyalty program
provide strong competition, particularly in urban and cultural hubs. Marriott faces
difficulty competing with Accor’s locally tailored strategies and its extensive focus
on the lifestyle segment, where Accor has carved out a strong position, capturing
1% of the market (fig. 13).

Each player competes with Marriot in its unique way, forcing the hotel operator to
constantly adapt and innovate. However, apart from these typical competitors,
there has been a significant disruption in the hotel industry, being the emergence
and rapid growth of the home-sharing segment (e.g. Airbnb). Throughout the
years, there has been a substantial increase in market share, due to new cost-
effective alternatives that address several needs of consumers that hotels
sometimes fail to address (i.e. flexibility, privacy) — fig. 14. Furthermore, by offering
unique accommodation options, such as apartments and houses, the home-
sharing segment not only attracts traditional hotel industry customers but also taps
into a new customer segment that previously did not use hotels. The industry will
need to be able to innovate quickly and adapt, in the hopes of being able to

compete.

10
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Macroeconomic Context

The macroeconomic environment significantly influences the hotel industry
through various channels including inflation, GDP growth, and interest rates. Using

current data and projections, we have assessed their potential impact.
= |[nflation

Inflation significantly affects the hotel industry, including Marriott, by influencing
operational costs and consumer spending. Rising inflation drives up costs for
essentials like labor, food, and maintenance, often forcing hotels to increase room
rates, which can reduce demand. Conversely, stable inflation supports predictable
pricing strategies and steadier consumer spending, benefiting both operations and
revenue growth. Regional variations in inflation rates also play a crucial role. In
regions like the U.S. & Canada, where inflation is relatively stable at 2.0%-2.3%,
and Europe at 1.9%-2.1%, Marriott can leverage consistent pricing strategies to
encourage steady travel spending. However, in high-inflation regions such as the
Caribbean and Latin America, with rates reaching up to 16.7%, escalating costs
compel higher room rates, which may deter demand and require adaptive pricing
strategies (fig. 15). For Marriott, stable inflation in key markets like North America
and Europe provides an opportunity to strengthen revenue management and
maintain competitive advantages. In contrast, high-inflation regions necessitate
careful cost control and strategic pricing to balance profitability with maintaining

market share.
=  Gross Domestic Product

GDP growth has a direct impact on both the business and leisure travel categories,
making it a crucial indication of travel demand. Increased travel is usually
correlated with strong GDP growth, such as seen in the U.S., as firms develop,
and consumers have more discretionary income. On the other hand, slower GDP
growth—as shown in some regions of Europe—may result in less spending on
travel. According to projections, the continuous economic recovery is likely to
propel GDP growth in most regions during the next several years. It is projected
that this rise will level out in 2027-2028 as markets stabilize (fig. 16). This
economic environment offers hotel operators like Marriott the chance to take
advantage of growing travel demand in areas with strong GDP development while

implementing customized tactics to handle more conservative markets.

11
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= |nterest Rates

Interest rates significantly impact the hotel industry's operational costs, consumer
spending, and expansion opportunities supported with debt. Recent trends show
substantial regional variations. In the U.S. & Canada, interest rates increased
sharply from 0.9% to a peak of 4.7% but are projected to decline to approximately
2.0%. Similarly, in Europe, rates have risen gradually to 3.1% and are expected to
stabilize around 2.0% (fig. 17). These shifts reflect adjustments in monetary
policies, with declining or stabilizing rates potentially stimulating consumer
confidence and travel spending. For Marriott and other major hotel chains, rising
interest rates in recent years have likely increased financing costs for property
development and renovations. However, the anticipated stabilization and decline
in rates present opportunities for growth and refinancing of debt. Lower borrowing
costs could enable investments in new properties and upgrades, while increased
consumer confidence driven by favorable monetary conditions may boost demand

for leisure and business travel.
Forecast Breakdown

Marriott's approach centers on its asset-light model, growth in the premium and
luxury sectors, and improvements in sustainability and technology. By accelerating
the increase of rooms in high-end markets, where elevated fees can significantly
enhance revenue, Marriott seeks to strengthen its fee-based income streams, a
critical aspect of its asset-light strategy that is essential for providing outstanding
guest experiences through innovative technology. All these tactics contribute to
Marriott’'s impressive history and form the foundation for the projections. It is
important to mention that revenues were forecasted on a bottom-up basis because
it adds granularity and detail to the forecast since Marriott has such a wide variety
of revenue streams. Nevertheless, a top-down approach was also made just to

confirm the validity of the forecasted assumptions.
Gross Fee Revenues

Marriott's anticipated gross fee revenues in both the U.S. & Canada and
international markets illustrate its commitment to expanding premium and luxury
segments, embracing technological advancements, and benefiting from market
recovery. In the U.S. & Canada, gross fee revenues are projected to increase from
$3,064 Mn in 2024 to $4,693 Mn by 2032. This growth is fuelled by the recovery
following the pandemic and Marriott's enhancement of premium and luxury
offerings, leading to elevated fee income. The market is forecasted to witness
strong growth until 2026, with the annual growth rate expected to decelerate to
2.5% by 2032. For the global markets, revenue is forecasted to rise from $1,548

12
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Mn in 2024 to $2,874 Mn by 2032. Strategic expansions of hotels alongside a
strong revival in travel—particularly in Asia-Pacific and Europe—will propel this
growth. As these regions advance, considerable expansion is anticipated, with
Marriott's foray into rapidly growing areas and increasing occupancy and ADR

rates enhancing fee income (fig. 18).
Owned, Leased, and Other Revenue

Marriott is shifting towards an asset-light strategy, placing less emphasis on
leasing and property. In the U.S. & Canada, this caption if forecasted to growth at
an average of 4.5% per year until 2028, then slow to 1% per year, aligning with the
asset-light strategy. While occupancy and ADR in North America will boost
revenue, this segment will grow more slowly than others due to the focus on
management contracts and franchising. Similarly, International revenue is
expected to grow at 5.5% in 2024 and slow to 1.5% by 2032. Despite fewer owned
or leased hotels, premium ADR and occupancy rates in regions like Asia Pacific
and Europe will boost income, reflecting the higher growth rate in the international
segment. However, as Marriott shifts focus even more to franchised and managed
properties, the growth rate will decrease, limiting further expansion in this category
(fig. 19).

Cost Reimbursed Revenues

The forecast for Cost Reimbursement Revenue reflects the reimbursements it
receives from property owners for operational expenses incurred on their behalf—
a pass-through revenue item directly tied to rising operational costs, inflation, and
the number of managed properties. In the U.S. & Canada segment, Cost
Reimbursement Revenue is projected to rise 6.5% in 2024, driven by high
operational costs, inflation, and the ongoing growth of Marriott's managed property
portfolio. However, starting in 2025, the growth rate is expected to gradually
decline as system-wide enhancements improve operational efficiencies and
inflation gradually drops to about 2%. For the International segment, a faster
growth is expected of 11% in 2024 due to inflationary pressures and the expansion
of Marriott's managed properties in regions like Asia Pacific and Europe. However,
similar to the U.S. & Canada, as inflation levels off and operational savings
materialize, the growth rate will progressively slow, decreasing to 1.5% per year
starting in 2029 (fig. 20).
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Figure 23 - General, Administrative and other
Forecast 2024-2032 (values in $Mn)

Unallocated Corporate and Other

Unallocated Corporate and Other Revenue, which includes income from foreign
licensing contracts, co-branded credit cards, corporate alliances, and returns on
corporate investments, represents Marriott's global strategic ambitions, corporate
investments, and initiatives to improve operational efficiency. Revenue is expected
to rise from $1,655.72 Mn in 2024 to $2,252.93 Mn in 2032, driven by corporate
investments, divestment gains, and international tactics including new
partnerships and licensing agreements. Due to steady growth and the maturation
of corporate investments, a robust 6% annual growth rate is projected for 2024
and 2025, tapering to 4.5% by 2028 and 2% by 2030. Anticipated improvements
in operational effectiveness will also help with cost control and revenue growth (fig.

21).
Owned, leased, and other — direct costs

Marriott's Owned, Leased, and Other Direct Expenses, including property taxes,
staffing, utilities, and maintenance, are expected to decrease as the company
shifts to an asset-light model. Costs are projected to be $1,138 Mn in 2024,
remaining high through 2025 due to growth in high-cost locations and inflation. By
2026 to decline, as Marriott reduces its owned and leased properties and inflation
eases. Costs should stabilize at $1,086 Mn by 2032, driven by technology
expenditures. Direct expenses as a percentage of sales are expected to drop from
75% in 2024 to 60% by 2027, reflecting Marriott's focus on cost containment and
technology-driven efficiency (fig. 22).

General, administrative, and other

General, Administrative, and Other Expenses are expected to fluctuate as Marriott
balances expansion with efficiency improvements from automation and new
technology. Costs are projected to start at $1,023 Mn in 2024, decrease to $960.44
Mn by 2025 with streamlined operations, and then temporarily rise to in 2026 due
to expansion. By 2027, expenses will drop as Al and automation reduce
administrative needs. Costs will stabilize from 2028 to 2029 with efficiency gains,
and slightly rise by 2032 due to inflation, while maintaining cost control. As a
percentage of revenue, these expenses will decline from 4% in 2024 to 2.5% by
2029 and remain at that level, reflecting Marriott's focus on cost optimization

through technology (fig. 23).
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Reimbursed expenses

Reimbursed Expenses reflect the costs Marriott incurs on behalf of property
owners, directly tied to Cost Reimbursement Revenue. These expenses are
influenced by assets under management, inflation, and operating costs.
Reimbursed expenses are projected to grow by 6.5% in 2024, then slow as
efficiency efforts take effect, reaching $23,829 Mn by 2030. By 2032, growth will
stabilize, reflecting Marriott's emphasis on technology-driven cost management.
As part of Marriott's objectives, this caption is projected to align closely with Cost
Reimbursement Revenues, being the primary reason it is forecasted as a
percentage of that caption. Reimbursed expenses are expected to remain around
103% of Cost Reimbursement Revenue until 2029, decreasing to 102% from 2030
onwards, indicating improved efficiency in property management as the company
will get close to the objective of 100%, which would be the optimal situation for this

caption to Cost Reimbursement Revenue (fig. 24).
Depreciation

Depreciation reflects Marriott's capital investments in properties and technology
upgrades aimed at cutting costs and improving efficiency. Depreciation costs are
projected to increase from 7% in 2024 to 8.5% in 2026, as Marriott adds value
through asset and technology improvements, expected to reach $132 Mn by 2027
and peak at $135 Mn in 2028 due to real estate and energy-saving equipment
investments. After 2028, depreciation will stabilize as new investments in capital
properties and technological equipment will start to decrease, reaching $153 Mn
by 2032, representing 11% of PP&E (fig. 25).

Property, Plant and Equipment

Marriott's strategic business model has led to a focus on reducing Property, Plant,
and Equipment (PP&E) values, particularly outside of land. This strategy prioritizes
franchising and managing hotels over owning them, reducing the need for large
capital investments in physical assets. The total PP&E value is expected to decline
gradually from $1,542 Mn in 2024 to $1,398 Mn by 2032, reflecting Marriott's
reduced emphasis on direct property ownership. (i) Land value is projected to
remain stable, with a modest increase from $658 Mn in 2024 to $667Mn by 2032,
indicating land's non-depreciating nature and Marriott's choice to retain existing
holdings without significant new acquisitions; (ii) Buildings and Leasehold
Improvements are expected to decrease from $1,108 Mn in 2024 to $952 Mn by
2032, aligning with Marriott's reduced focus on owning real estate, and decreasing

steadily by 2%-3%; (iii) Furniture and Equipment values are also projected to
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decline, from $591 Mn in 2024 to $502 Mn by 2032, consistent with scaling back
direct asset ownership; (iv) Construction in Progress will show variability, initially
decreasing, then increasing, before stabilizing, reflecting ongoing but reduced
investment in new projects, with an intent to shift properties to franchise deals once
completed; and (v) Accumulated depreciation is expected to decrease slightly
over the years, reflecting a consistent approach to depreciating existing assets

without significant new additions. (fig. 26)
Debt

Marriott's strategic debt management plan aims to balance financial stability and
growth from 2024 to 2032. There is major debt issuances forecasted in this period.
In 2024 and 2025, the company is forecasted to issue $1,5 Bn and $1.8 Bn in debt
especially to refinance, renovations, global expansion, and share repurchases,
taking advantage of the lowering of interest rates forecasted for next years. The
debt will be structured with face values from $400 Mn to $1 Bn and with maturities
from 5 to 10 years to optimize interest costs and manage obligations. Moreover, in
2031 and 2032, it is forecasted to issue $1.4 Bn and $1.6 Bn to further refinance
its debt taking advantage of the debt maturing at the time and low interest rates.
This strategy supports Marriott's long-term goals, including global expansion and
technology upgrades, ensuring financial stability and competitiveness in the

evolving hospitality sector (fig. 27).
Risk Analysis

Macroeconomic Risks

=  Global Economic Slowdown

Marriott's financial performance is dependent on global economic conditions.
Economic downturns, for example, reduce travel demand, leading to declines in
occupancy rates and RevPAR. During the COVID-19, Marriott's global RevPAR
dropped by 50% due to travel restrictions and decreased business and leisure
travel as it happened with the previous financial crisis, highlighting Marriott's
vulnerability to future recessions, which could also be further triggered by
economic challenges in important markets like the U.S. and Canada, Europe, and

China, or geopolitical events such as the Russia-Ukraine conflict.
= |nflation and Interest Rate Volatility

Marriott faces high inflation risk, as rising labor, product, and service costs reduce
profit margins. Rising personnel and utility costs have indirectly impacted Marriott's
profitability, especially through franchised and licensed hotels. Interest rate
volatility is also a challenge. Marriott's capital-intensive strategy relies on debt for
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growth and renovation. Rising interest rates increase borrowing costs, hinder
expansion plans, and discourage new hotel openings. Rate hikes in 2022 and 2023
by central banks, led by the U.S. Federal Reserve, further raised borrowing costs,

increasing Marriott's financial vulnerability.
Industry-Specific Risks

The emergence of alternative accommodation like Airbnb and Vrbo has disrupted
the hotel industry, offering customers more options beyond traditional hotels.
These platforms are a growing threat to Marriott, particularly in the travel and
extended-stay markets, as they attract customers seeking distinctive, flexible, and
often more affordable options. This competition pressures Marriott's pricing power
and market share, especially among younger customers and families. To counter
this, Marriott launched "Homes & Villas by Marriott Bonvoy," offering luxury rental
properties. Despite this effort, Airbnb and similar platforms continue to dominate
the market, particularly for longer stays, unique properties, and budget-conscious

travelers.
Company-Specific Risks
= High Leverage

Marriott relies heavily on debt, and even tough it is expected to reduce this
dependence soon, it may make it vulnerable to economic downturns. By 2023,
Marriott had accumulated over $12.4 Bn in debt, which increased debt servicing
expenses, lowering net income and cash flow. High leverage restricts Marriott's
financial flexibility, limiting its ability to pursue new ventures or expansions without
further borrowing. During recessions or low-demand periods, Marriott may face
challenges repaying its debt, leading to potential restructuring or cost reductions.
Maintaining acceptable debt levels is critical for Marriott's long-term growth and
stability, as deteriorating credit conditions could harm its ability to finance future

projects and hinder growth.
= Dependence on Management and Franchise

Marriott's asset-light strategy focuses on property management and franchising
rather than ownership, allowing profitable growth with lower operational costs.
While this model boosts profitability and cuts expenses, it poses risks, as Marriott
relies on franchisees and owners to maintain brand standards, service quality, and
profitability. Any misalignment could lead to contract terminations, lost revenue,
legal disputes, or worse a derecognition in brand reputation. Moreover, Marriott's
limited control over daily operations can hinder its ability to address issues or

implement new strategies quickly.
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Impact of Ukraine and Russia War

The ongoing Ukraine-Russia war poses significant risks to Marriott's operations,
especially in Europe. Marriott has suspended operations in Russia, resulting in lost
revenue from a previously growing market of luxury and midscale hotels. The
conflict has also disrupted travel across Eastern Europe, with Ukraine now
inaccessible, affecting tourism and business stays in the region. More broadly, the
war has caused economic instability, rising energy costs, and inflation, which
directly impact travel demand. Higher fuel prices have increased air travel costs,
while economic uncertainty has reduced discretionary spending. Marriott
properties in Europe, particularly in neighboring countries like Poland, Hungary,
and the Baltic states, may see lower occupancy rates. If the conflict persists or
escalates, it could further destabilize the European economy, prolonging reduced
travel demand. Additionally, the global energy crisis caused by the war has

increased operational costs for Marriott, especially in energy-dependent regions.
Scenario Analysis

To explore Marriott’s strategic trajectory and its resilience in an evolving global
landscape, four distinct scenarios were created, each with significant implications

for its operations, market positioning, and growth potential:
Successful Expansion and Accelerated Growth

This scenario assumes Marriott's expansion strategy proceeds smoothly,
leveraging favorable economic conditions and increased global travel demand.
International tourism receipts have shown extraordinary growth, with many
destinations reporting double-digit increases compared to 2019. This robust
growth indicates a strong rebound in global tourism, providing a favorable
environment for Marriott's expansion. The assumed 3.5% increase across all
revenue streams, except for Owned and Leased Properties, aligns with these
industry trends and reflects Marriott's asset-light strategy. The share price is
$275.35.

Adoption of Al and Emerging Technologies

This scenario envisions Marriott successfully implementing Al and emerging
technologies, transforming operations, with evidence that Al adoption has surged
with 72% of organizations utilizing Al capabilities. In the hotel industry, Al is
expected to grow at a CAGR of 25.1% from 2023 to 2030. So, there will be an
initial 5% cost increase in 2025-2026 reflected by the substantial investments
required for Al integration, including technology acquisition and staff training.

Afterwards, there will be a subsequent 10% cost reduction from 2027 onward,
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based on anticipated efficiencies from Al-driven automation and data analytics,
which can optimize operations and reduce expenses and a 3% increase in
revenues, aligning with the long-term growth of the company. The share price is
$268.96.

Escalation of Global Conflicts

This third scenario reflects the impact of increased geopolitical tensions in the
Middle East and Ukraine, which disrupt travel patterns. Historical evidence from
the COVID-19 pandemic and prior conflicts shows that regions directly affected by
geopolitical instability experience occupancy declines of up to 50% in peak conflict
years. The forecasted 7.5% revenue decline from 2025-2026 mirrors these
impacts, as international travel in affected areas slows significantly. The projected
2% annual revenue decline from 2027-2031 accounts for residual geopolitical
risks and a slow recovery in consumer confidence. The assumption of no fixed cost
reductions is realistic because fixed operational costs, such as property
maintenance and staffing, remain constant even when occupancy rates decline.
The share price is $136.05.

Outbreak of a New Global Pandemic

This last scenario models the potential effects of another global pandemic on
Marriott’'s operations, drawing on data from the COVID-19 pandemic. During
COVID-19, Marriott’s revenues dropped by approximately 50% and international
tourism receipts dropped by 50%-80% in 2020 compared to 2019. The projected
15% revenue decline in 2025—2026 assumes a less severe but significant impact,
as lessons from the previous pandemic led to faster adaptations, such as
streamlined operations and hybrid travel demand. The 10% annual revenue
decline from 2027-2028 aligns with slower economic recovery, reduced consumer
confidence, and ongoing travel restrictions in certain regions, consistent with post-
COVID travel behavior patterns. The 5%-10% cost reductions from 2027 to 2028
reflect realistic operational adjustments, such as closing underperforming
properties and reducing staff, as evidenced by Marriott's strategy during the
COVID-19 pandemic to maintain liquidity and operational efficiency. Later, an
expected recovery similar to the recovery of 2021-2023 would be expected from
2029-2031 stabilizing again in 2032. The share price is $122.88.

Sensitivity Analysis

Key parameters of the valuation of the company were also analyzed through a
sensitivity framework to evaluate how changes in key variables affect the
company’s estimated share price. This analysis accounts for variations in WACC,
Market Risk Premium (MRP), Risk-Free Rate, Tax Rate, and Long-Term Growth
(LTG).
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1. WACC and Long-term Growth Rate

The table demonstrates Marriott’s sensitivity to changes in WACC and Long-Term
Growth (LTG) rates. WACC s critical as it reflects the discount rate applied to
future cash flow, while LTG captures expectations for perpetual growth. From the
table, we notice that when WACC increases from 8.60% to 10.60%, the valuation
drops significantly, reflecting the higher cost of capital. For instance, at an LTG of
2.0%, the valuation declines from $297.03 to $226.31. Conversely, LTG
increments from 1.5% to 2.5% lead to higher valuations, as seen at a WACC of
9.60%, where the valuation rises from $246.40 to $269.13. This relationship
underscores the importance of Marriott’s ability to sustain long-term growth in its
global operations (fig. 28).

2. MRP and Risk-Free Rate

The relationship between the Market Risk Premium (MRP) and the Risk-Free Rate
also has a significant impact on the valuation, highlighting sensitivity to broader
macroeconomic conditions. A rising MRP reduces valuation as it indicates higher
risk expectations in equity markets. For example, when MRP decreases from 6.5%
to 4.5%, at a Risk-Free Rate of 3.83%, the valuation increases from $224.69 to
$299.82. Similarly, increases in the Risk-Free Rate decrease valuation due to
higher baseline yields for risk-free investments. At a constant MRP of 5.5%, the
valuation drops from $224.69 to $257.02, emphasizing Marriott's exposure to

interest rate fluctuations (fig. 29).
3. Tax Rate and LT Growth Rate

Tax rate assumptions were analyzed against LTG, as both significantly influence
after-tax cash flows and the terminal value. A higher tax rate lowers valuation,
demonstrating the impact of fiscal policies on profitability. For instance, at a tax
rate of 40% and LTG of 2.0%, the valuation is $262.28, compared to $251.96 at a
lower tax rate of 20%. When LTG increases from 1.50% to 2.50% at a tax rate of
30%, the valuation improves from $251.16 to $263.50. This highlights the need for
growth-focused strategies to offset tax liabilities (fig. 30).

The sensitivity analysis allows us to see that Marriott’s valuation is most sensitive
to changes in WACC and LTG assumptions, reflecting the significance of
operational efficiency and sustainable growth. Additionally, macroeconomic factors
like Risk-Free Rate and MRP significantly influence the valuation, emphasizing
Marriott’s reliance on favorable global economic conditions, and finally we notice
that strategic management of tax policies and global expansion can also provide

meaningful value protection in varying market environments.
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Company overview

Marriott International Inc. (“Marriott”) has been the market leader in the hotel
industry since 2016. This marked an incredible period of expansion and
innovation. What, almost a century ago, started as a root beer stand, went into a
pioneering hotel business, with the first hotel opening its doors in 1957. Over the

decades, the company has consistently influenced the hotel industry.

During the 60s, Marriott led the way in hotel management contracts. Moved to
the extended-stay hotel market in the 70s, when Courtyard by Marriott was
introduced. The 80s brought further diversification with the launch of the Marriott
Vacation Club, making its entry into timeshare. The decade afterwards was
market by the expansion into the luxury market through the acquisition of Ritz-
Carlton and step forward into international markets. In the new millennium,
Marriott embraced technology with internet reservations and the launch of loyalty
programs. With the purchase of Starwood Hotels & Resorts in 2016, the
company solidified its position as the largest hotel corporation in the world.
Recently, it tackled the COVID-19 pandemic with expertise while putting a strong
emphasis on Environmental, Social and Governance (ESG) initiatives with

programs like Serve 360.

Currently, the company holds 9,068 properties consisting of 1,674,600 rooms,
ready to be used. Moreover, Marriott International operates more than 30 brands
across various segments of the hospitality industry. These include brands from
luxury to budget (fig. 1). This diverse portfolio allows the company to capture the
attention of a wide variety of costumers attending to their preferences and needs.

MARRIOTT

BONVOY
EDITION 2 LUXURY R w . 4 BVLGARI P\
. sTREGIS worets awwarmiorr et R
o EEE D wem oeee LR SEE s
RoTs %# . couRTYARD 2s. sPuncHIL Fairficld E Eloft
ot - ciTy|expRess Residencesn  TOWNEPLACE @ ) ~ . m‘,xﬁo_"

Figure 1 - Marriott International Brands

Business Model

Marriott is a company with a strong focus on its asset-light strategy. Even though
the company owns property, plant, and equipment, most of its activities are

related to managed or franchised/licensed properties. By 2023 managed
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Figure 2 - Marriott type of Properties (values in %)
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Figure 4 - Marriott Worldwide Corporation (MVW)

properties represented 36% of their total properties and franchised or licensed
properties accounted for almost 61% (fig. 2). This business model allows the
company to expand its global footprint without the significant capital investment,
usually required to acquire and develop new properties. Avoiding the financial
burden of owning real estate, the company can allocate its resources to brand
management to consolidate its reputation as the industry leader. Moreover, this
business strategy also allows the company to move between the operational
risks associated with the ownership of physical assets such as fluctuation in
market prices of both the properties and the raw materials, maintenance costs, or

even compliance costs related to local regulation.

The organization is very diversified. It can be seen as a worldwide operator,
franchisor, and licensor of hotels, residential, timeshare, and other lodging
establishments under its umbrella. Nonetheless, their operations fall into three
main categories: Owned or Leased, Management, and Franchising. As a result,

Marriott enjoys diversified revenue streams (fig. 3).

For the properties operated by the company, which are not exclusive of those
under long-term management or lease agreement, revenue is generated through
a combination of base management fees — fees that are calculated as a
percentage of the hotel revenues — and incentive fees which are tied to the hotel’s
profits. Lastly, these contracts include the reimbursement of operational
differently. They start with an initial application fee plus ongoing fees ranging
from 4% to 7% of total revenues, which may vary from contract to contract. Some
contracts may even include up to 4% percent of food and beverage revenue. The
owners of the properties get to use Marriott’'s brand names and systems while
having the opportunity to contribute to centralized programs such as the Marriott
Bonvoy loyalty program which is very important for the company since, in the
fiscal year of 2023, over 60% of the global room nights were booked by this
program’s members. Marriott also collects royalties under licensing agreements
with Marriott Vacations Worldwide Corporation (MVW) (fig. 4). The royalties
consist of a fixed annual fee that is adjusted for inflation and variable fees based

on the volume of revenues.

For residential properties, the company uses certain trademarks for its sale.
Usually, a one-time branding fee is received upon the sale and a continuing

management fee for overseeing the homeowners’ association.

Finally, the company has co-branded credit cards associated with Marriott
Bonvoy in 11 countries. A fixed amount is earned at the contract inception and

variable amounts are paid monthly based on card usage.

These diversified streams of revenues are made possible with the company’s
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extensive portfolio of brands, allowing Marriott to appeal to a wide range of
customers, globally. These brands are organized into four quality tiers - Luxury,
Premium, Select, and Midscale — catering to different market segments and
preferences (fig. 5). This strategic brand segmentation, combined with the

organization’s global presence, strengthens its competitive edge.
Global Footprint

As the leader in the hospitality industry, the company has established a presence
across 139 countries and territories (fig. 6). This expansive footprint is largely
driven by the company’s business model, which allows the company an easy
entrance into key international markets, with advantages that some competitors

do not have.

Historically, Marriott has been reporting its operations through two primary
regions: U.S. & Canada, and International which includes Europe, Middle East &
Africa, Caribbean & Latin America, Greater China, and Asia Pacific excluding
China. Even though the company is very international in terms of presence, the
first region continues to have supremacy, having nearly 75% of the total
revenues for the fiscal year of 2023. The region also holds 61% of Marriott’s total
rooms with the remainder divided as 9% for Europe, 5% for the Middle East &
Africa, 8% for Asia Pacific excluding China, 10% for Greater China and another
5% for Caribbean & Latin America. An additional 1% is attributed to Timeshare
and Yacht operations, which are categorized under unallocated corporate and
other revenues (fig. 7). Marriott’s regional strategies also highlight key differences
in market dynamics. In the U.S. & Canada, 77% of properties operate under
franchise agreements, a mirror of the region’s market maturity and strong brand
recognition, allowing independent operators to manage Marriott hotels.
Internationally however, the company manages 37% of the properties within this
segment (fig. 8). This relatively higher preference for Marriott-managed
properties in global markets stems from the company’s operational expertise and
ability to maintain brand consistency, particularly in regions where hotel markets

are less mature, and quality control is paramount.
Ownership Structure

As of 2024, the ownership structure of the company goes from individual to
institutional shareholders. The last mentioned are composed by mutual funds,
pension funds, and other big organizations, which represent most of the
shareholders. The biggest holders are the Vanguard Group with 7.2% BlackRock
Fund Advisors with 4.1% and State Street Corp. with 3.3% of the total equity of

the company. The family of the founders also owns a big part of the company,
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with the family holding some influence of the company with John Marriott holding

Name Equities

John Marriott 7-824 % the biggest share (fig. 9).
R B Adding to this, the company has also repurchased stocks as part of its capital
State Strect Corp 2506 % allocation strategy and in 2023 it proceeded to buy back shares representing the
s e 2ae7 > value of $3.9 Bn, which increases the impact of the current shareholders. An
ce 7T T B additional 25 million share repurchase package was approved by the Board of
. : Directors in 2023.
e " Board of Management
Figure 9 - Marriot Ownership Structure
o T ——— The Board of Management (fig. 10) plays a crucial role within the company, from
N the Executive . , . .
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Figure 10 - Marriot Board of Management pt. 1
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transformation in an ever-changing industry. Also, the Inclusion and Social

Debra L. Loe 68

Impact Committee aligns Marriott's commitment to ESG goals (fig. 10 & 11).
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Figure 11 - Marriot Board of Management pt. 2
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period afterwards, of 2022 and 2023. This is important because the pandemic

was an event like no other in the industry.

In the first period the revenues grew to $20.97 Bn (CAGR: 10.8%). The drivers of
the growth were global travel growth together with the 2016 acquisition of

Starwood Hotels & Resorts backed by the company’s business model which

gave wings to expansion with minimal capital expenditure (fig. 12).

Owned, leased and other revenue Next, as one may expect, the revenues went down, amounting to $10.57 Bn in
m Owned, leased and other revenue . . ..
m Cost reimbursement revenue 2020, as operations became disrupted due to travel restrictions and reduced

Figure 12 - Marriot Revenues Streams (valuesin ~ CONSUMer confidence. Recovery began in the following year, with revenues

$Mn)

PAGE 7/41



MARRIOTT INTERNATIONAL, INC. COMPANY REPORT N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

increasing as restrictions decreased and domestic travel resumed. Post-COVID
revenues grew strongly, coming to $23.71 Bn in 2023 (CAGR: 30.8%) — (fig.12).

The recovery was naturally driven by a continuous recovery in global travel with
Marriott expanding strategically to high-growth markets, particularly Latin
America and Asia-Pacific, which surpassed the remained Marriott's largest
revenue contributor, even though it lost some ground to the international segment
as these markets grew. Unallocated, Corporate and Other revenues fluctuated
from 3% to 10%, subtly impacting the distribution of revenues per segment (fig.
12).

Cost Structure

Marriott has a cost structure with a focus on efficiency and scalability. This is
possible due to the dimensions of its operations aligned with its asset-light
strategy. This analysis is also divided into three distinct phases as it occurred
with revenues analysis. In the first phase, the operating costs increased from
$13.60 Bn to $19.03 Bn (CAGR: 11.8%).

The rise was primarily due to an increase in cost reimbursement expenses, which
constituted over 80% of total costs as Marriott expanded its operations. General
and administrative (G&A) expenses remained steady at around 4% to 5% of total
revenues. Owned, leased, and other direct costs grew moderately, corresponding

with increased occupancy across owned properties (fig. 13).

This stability showcases effective cost management strategies. During COVID-

15102 15631 16318 15106 17387
19, operating costs dropped in line with revenues for the same period, to $10.22
2016 2017 2018 2019 2020 2021 2022 2023 Bp jn 2020. This is a mirror of decreased operations volume and value. Global

Amortization and other

Depreciation icti i i i
m G A inistrative, and ofher travel restrictions and decreased consumer sentiment played a key role in this

m Owned, leased, and other - direct . . .
m Reimbursed expenses drop, same as for revenues, with every type of cost following the same behaviour

Figure 13 - Marriot Cost Structure (values in $Mn) (flg 1 3)

In 2021, as restrictions began to ease these costs started to increase. In the
period following operating costs rose to $19.79 Bn, much due to an increase in
reimbursement expenses which represented 87% of total operating costs at the

time. G&A returned to pre-pandemic levels (fig.13).

Historically, reimbursed expenses consistently made up a big size of Marriott's
operating costs. It is important to note that these are costs Marriott is expected to
recover, underscoring the significance of its business model. Additionally, G&A
expenses, constituting about 4% to 5% of revenues, provide insight into Marriott's
lean corporate operations. The company's ability to maintain these costs during

growth and recovery phases demonstrates strong operational efficiency.
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Figure 17 - Marriot ROIC: Current, Non-Current,
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Profitability

Three metrics were selected to analyse Marriott’s profitability from 2016 to 2023:
gross margin, EBITDA margin, and EBIT margin. These metrics were selected as

they provide a comprehensive view of the different levels of operations.

Marriott's Gross margin started at 17.8% in 2016 and grew to 19.3% in 2017
largely due to stable revenue growth and effective cost management strategies
but fell to 15.9% in 2019 as operational costs rose. The pandemic as one might
expect jeopardized this margin moving it to 14.8%, reflecting the minimized hotel
operations, before growing, surpassing pre-pandemic levels in 2023 with 21.8%
(fig. 14).

Regarding EBITDA margin, which is a key metric for operational profitability, it
followed the same pattern as the Gross Margin, with its decrease starting in 2019
and going down through the pandemic with a good recovery afterwards
amounting to 17.5% in 2023, slightly above pre-pandemic levels (fig. 15).
Competitors such as Hilton and InterContinental with similar business models
have similar margins of 18% - 23% while competitors such as Wyndham which
leverage themselves in franchise-heavy models were able to maintain margins of
30% - 40%.

The EBIT margin which is also a key metric to be analysed regarding profitability
had a similar pattern to the metrics, reaching 16.5% in 2023. (fig. 16) Hilton led in
this key metric with margins of 16% - 19%, while Hyatt and Accor lagged with 6%

- 10%, constrained by their reliance on owned properties.

Marriott’'s recovery underscores its strategic balance between franchise and
ownership models. Marriott achieved competitive EBITDA and EBIT margins,
particularly excelling in post-pandemic recovery, and outperformed asset-heavy
peers.

Performance Analysis

Performance metrics of Marriott from 2016 to 2023 mirror returns and capital
management efficiency in various economic conditions. The Return on Invested
Capital (ROIC), Return on Net Invested Capital (RONIC), and Return on Equity
(ROE) are critical in proving both resilience and effective capital management
strategies of this organization, especially during the recovery from the pandemic.

The ROIC gives a view of Marriott's performance respecting profit generated with
invested capital lagging one year. The ROIC was strong before the pandemic,
peaking at 16.2% in 2017, leaning on the growth of NOPLAT. For 2020, core

ROIC declined sharply to only 2.5% due to operational constraints within the
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hotel sector (fig. 17). However, by 2023, Marriott made a comeback, with core
ROIC amounting to 32.1%, showcasing the company's optimized capital
deployment under high travel demand and cost efficiencies (fig.17). By contrast,
Hilton noted a 15% ROIC in 2023; Hyatt Hotels Corporation and InterContinental
Hotels Group (IHG) measured around 10%, demonstrating that post-pandemic,

Marriott continued to show supremacy in capital management strategies.

The Return on Net Invested Capital (RONIC), measuring returns on new
investments, fluctuated significantly during the period. Marriott's RONIC peaked
at an extraordinary 657% in 2022 and 2,184% in 2023, driven by investments in
its asset-light model and digital initiatives, which yielded extraordinary returns as

global travel rebounded (fig. 18).

The Return on Equity (ROE) is a measure of Marriott’s ability to provide returns
to its shareholders (fig. 19). Pre-pandemic ROE peaked at 59% in 2019, showing
a high level of profitability. The devastating impact of the pandemic, however,
brought it down to -6%, eroding value for shareholders as this metric fell behind
Weighted Average Cost of Capital (WACC). The year 2023 saw a rebound in
Post-pandemic ROE, soaring at 557% owing to profit recovery combined with
Marriott's relatively leveraged capital structure. Such recovery is successful

compared to other exceptional players like Hilton (38%) and Hyatt (6%).

Marriott's performance metrics reveal key drivers of its efficiency. Operating
margin, a critical component of ROIC, was stable at 12% pre-pandemic but
dropped to 3% in 2020, reflecting the industry-wide disruption. By 2023, this
margin recovered to 17%, supported by strong cost management and operational
improvements (fig. 20). Components such as Net Working Capital (NWC), which

reached 8% of revenues by 2023, also contributed to Marriott’s capital efficiency.

In terms of liquidity, Marriott can theoretically face challenges with the Current
Ratio below 1 - 0.65 in 2016, declining to 0.37 by 2032 - and the Cash Ratio
falling to 0.04. However, as operational efficiencies improve and cash flows
strengthen through cost management and revenue growth, Marriott's liquidity

position is expected to stabilize, reducing short-term risks over the long term.
Capital Structure

The capital structure of the organization has been created keeping in mind the
balance between debt and equity, allowing flexibility for various situations in the
industry. The debt-to-equity ratio, the primary measure of leverage for a
company, ranged between 15% and 20% (fig. 21). The exhaustive share

repurchase programs have also affected equity. Recently, there was a
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repurchase of shares which increased shareholders’ stake but slightly increased

leverage.

The organization has used debt strategically for expansion plans, the Starwood
acquisition in 2016 being a key example, enabling the organization to take
advantage of low interest rates. The pandemic made the company to raise debt,
which was intended to keep it afloat. After the pandemic, Marriott moved to de-
leverage itself and arrived at a net debt/EBITDA ratio of about 2.9x in 2023. This
is thus in line with industry averages. However, it should be noted that Hilton
Worldwide operated on a ratio of 3.2x, whereas that of Hyatt Hotels Corporation,
whose asset-heavy model barely reached 4.1x, stood. InterContinental Hotels
Group and Wyndham Hotels & Resorts are two examples of contenders with

asset-light strategies that register lower ratios of 2.5x and 2.3x respectively.

The share repurchase program shows commitment to the returns for its
shareholders. From 2016 through 2019, the company repurchased $572 Mn in
2016, $3.03 Bn in 2017, $2.81 Bn in 2018 and $2.26 Bn in 2019. Buybacks were
paused during much of 2020 and into 2021 because of the pandemic but

resumed strongly from the beginning of 2022 reaching $ 2.6 Bn and through

3900
3030
2810
bos0l 2600

2016 2017 2018 2019 2020 2021 2022 2023 2023, with $3.9 Bn (fig. 22). Marriott also maintained a consistent quarterly

Figure 22 - Marriot Share Repurchases (valuesin  dividend policy in the years past, also interrupted during the pandemic. In fact,
$Mn)

1,85 1,96
129 1,56
1158 1,00

2016 2017 2018 2019 2020 2021 2022 2023 return to stable earnings. The Debt-to-Equity Ratio of Marriott Company is close

from 2016 to 2019, it increased annual dividends steadily from $1.15 per share to
$1.85 per share, reflecting the growth of earnings and strong cash flow
generation (fig. 23). The firm paid out a $1 per share dividend in 2022 and
increased it to $1.96 per share in 2023, surpassing pre-pandemic payments. The
average payout ratio, which measures the share of earnings paid out as
dividends, was about 40-50% pre-pandemic but fell sharply during 2020-2021

under pressure on earnings and the suspension of dividends - a recovery

occurred after the pandemic as the firm found itself at 47% in 2023, indicating a

Figure 23 - Marriott Dividends per Share (values in enough to that of Hilton at 16% as of Wyndham at 14%.
$)

In short, the capital structure of Marriott company is designed to balance debt
with equity and shareholder returns so it can grow and pay dividends and
repurchase shares consistently. Its asset-light model, well-disciplined debt
management, and dividend reinstatement after the pandemic amplify its financial

resilience against uncertainties and great care for long-term shareholder value.
Value Drivers

The key value drivers for this industry are the occupancy rate which is the

number of available rooms compared to the total number of rooms. Then there is
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Figure 27 - Global Hotel Industry Revenues (values
in $Bn)

the average daily rate (ADR) and finally the number of rooms. Together, the last

two metrics determine the Revenue per Available Room (RevPAR).

In the first phase, the occupancy rates of the rooms were stable with the U.S. &
Canada segment having values of around 74%. International markets followed
similar patterns, with occupancy near 70% across regions. Again, the Covid
pandemic posed big operational threats with occupancy rates falling to 37.2% in
the U.S. & Canada segment and to 31.5% in the international segment.
Afterwards, everything went to normal as far as travel restrictions were
concerned and the same figure for the first segment mentioned was 69.8% in

2023 and for the international segment was 67.9% by the same year (fig. 24).

The ADR saw steady pre-pandemic growth, but in 2020, it dropped sharply,
particularly in U.S. & Canada, where it fell by nearly 20% to $129.96. As travel
rebounded, Marriott's ADR rebounded, reaching $183.83 in 2023, reflecting
increased pricing power in response to inflation and higher demand. International
markets also saw ADR recovery, with regions like Europe, and Caribbean & Latin
America experiencing significant growth, reaching $207.86 and $220.73,
respectively, by 2023 (fig. 25).

Marriott’'s room count grew steadily across both managed and franchised
properties, with U.S & Canada adding rooms consistently through franchising,
reaching 752,630 in 2023. International expansion was more aggressive,
particularly in franchised properties, which grew by 22% in 2023. The room count
in owned and leased properties reinforces Marriott's asset-light model ambitions
with a decrease from 10,805 rooms to 4,339 rooms in the U.S. & Canada from
2016 to 2023. The International segment followed the same path, even though at
a slower pace, with rooms decreasing from 10,034 to 8,776 in the same period
(fig. 26).

Hotel Industry Overview

Industry Definition and Segmentation

The hotel sector is a key subset of the hospitality industry, playing a significant
role in global economic activity. Over time, it has evolved due to technological
advancements, shifting customer preferences, and economic changes. Today’s
market is competitive, catering to diverse audiences, including frequent travelers
and business guests. The hotel industry, valued at $426 Bn in 2024, is projected
to grow at an annual rate of 4%, reaching $512 Bn by 2029 (fig. 27). Before
entering market details, and providing a full comprehensive understanding of the

industry, a SWOT analysis and Porter’'s Five Forces frameworks are presented.

PAGE 12/41



MARRIOTT INTERNATIONAL, INC. COMPANY REPORT o VA

NOVA SCHOOL OF
BUSINESS & ECONOMICS

These tools highlight the industry’s strengths, weaknesses, opportunities, threats,

and competitive positioning within a rapidly evolving market landscape.

Looking firstly into the SWOT framework, it reveals a crucial conclusion:
achieving a balance between economic stability, product innovation, and market
dynamics is essential. The hotel industry is highly influenced by consumer
sentiment across various factors, such as alternative accommodation and
economic stability, and operators must leverage their strengths to seize

opportunities and adapt to challenges to sustain growth.

Strengths Weaknesses

Diverse Accommodation Options: wide High Operating Costs: expenses related to
range of lodging choices catering to various property maintenance are substantial,
customer preferences/budgets. especially during periods of low occupancy

Technological Integration: adoption of Seasonal Demand: occupancy rates often

advanced technologies has enhanced vary with seasons, leading to inconsistent
operational efficiency and improved guest revenue streams.

experiences.

i L . Dependence on External Factors: the
Economic Contribution: The hotel industry industry is vulnerable to economic downturns,
significantly boosts local economies by creating and political instability.
jobs and supporting ancillary businesses.

Opportunities

Sustainable Tourism: growing interest in eco-
friendly accommodations presents
opportunities to implement sustainable
practices.

Emerging Markets: expanding into developing
regions with increasing tourism can open new
revenue streams

Experiential Travel: offering unique
experiences can differentiate properties and
appeal to travelers.

Looking into Porter's Five Forces framework, it also becomes evident that the
hotel industry is an industry where adaptability and strategic foresight are crucial.
The interplay between industry rivalry, buyer power, and the growing threat of
substitutes underscores the need for continuous innovation and differentiation. At
the same time, mitigating risks associated with new entrants and supplier
dynamics requires leveraging economies of scale and operational efficiencies.
Hotel operators must navigate these forces by capitalizing on their strengths to
seize opportunities and counterbalance threats, as outlined in the analysis below

with an impact level valued from 1 to 5.

Forces Description Conclusion

High capital requirements, New entrants face significant barriers, but
Threat of 3 economies of scale, and strong niche players with innovative offerings can
New Entrants brand loyalty act as barriers to disrupt the market.
entry.
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B . Multiple suppliers and Supplier power remains limited, but rising
argainin
P 9 fg standardized inputs lower supplier labor costs can create moderate challenges.
ower o
s i power, though labor can be a
uppliers
i moderate factor.
Bargaining Price sensitivity and low switching Buyers hold strong leverage, pushing hotels
Power of costs give buyers significant to compete on pricing, value, and loyalty
Buyers leverage, intensified by OTAs. programs.
Alternative accommodation like Substitutes like Airbnb continue to reshape
Threat of Airbnb offers strong competition, customer  expectations and intensify
Substitutes particularly for unique or budget competition.
stays.
Indust Intense competition due to market The industry remains highly competitive,
ndus
Ri Iry saturation, price wars, and the requiring innovation and differentiation for
iva
v challenge of differentiation. sustained success.
Table 1 - Porter's Five Forces Framework
80%
° Market Trends

40%
= Post-Covid Recovery
0%

400 With the COVID-19 pandemic, hotels suffered significant repercussions and

instability, with revenues decreasing 61% from 2019 to 2020. Marriott managed
-80%

Hotel Industry Growth

to decrease at a lower rate than the overall industry, at 50% (fig. 28). Although,
----- Marriott Revenues Growth

as reflected in the graph, 2021 was already showing signs of recovery, it was

Figure 28 - Global Hotel Industry Revenues
Growth (values in %)

5.3 43 5,2
2,6 [l 32

2019 2020 2021 2022 2023

only in 2022 that the sector started to show strong signs of recovery, where the
industry managed to increase by 63%, reflected in both leisure and corporate
travel. As observed in the graph, it's expected stabilization of the global hotel
industry growth in future years, marked by the normalization of the economy
and the ending of the post-covid boost. Evidence for this growth is the
expenditure exhibited on both leisure and business travel. Although spending in
both suffered a significant decrease in 2020, a combined amount of $3,5Tn, it

Business Travel Spending increased in the subsequent years, where, from 2021 to 2023 travel spending

m Leisure Travel Spending

has already increased by 98%, while business travel by 102% (fig. 29). This

Figure 29 - Business and Leisure Travel Spending Was marked by a strong desire to travel after the pandemic lockdown and the
(values in $Bn)

- +$2936Bn -

normal day-to-day functioning of business operations within companies which,

i once again, boosted business travels. This recovery of the industry has led to the
v

E 5531 creation of new term called “Bleisure”, a combination of both leisure and business

i travels where employees are taking advantage of work trips to save on travel

E expenses, spend time with family or friends, and improving their well-being (fig.

E 30). Apart from the ability to mix leisure with work, the industry is also showing

555 optimistic signs due to rising consumer confidence and the lifting of global travel

- restrictions, which is evidenced by a significant increase, due to being in tourist
2023 2033

arrivals. Data highlights the pandemic's impact on industry, with a decline in 2020
Figure 30 - Global "Bleisure" Market Size Forecast
(values in $Bn)
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Figure 32 - Investments hospitality leaders are
looking for in terms of technology over the coming
12 months (values in %)
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Figure 33 - Business Objectives that are driving
technology investments over the coming 12
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across all regions compared to 2019. However, recovery patterns can already be
noticed, where the rates varied by region. Europe, for example, started to
rebound in a rapid way in 2021, while Asia and the Pacific faced challenges due
to extended restrictions. By 2023, Europe and the Americas had returned to pre-
pandemic levels, and the Middle East and Africa, despite smaller total volumes,
exceeded their 2019 figures (fig. 31).

= Sustainability trends

Another emerging concern that has been a critical internal and external factor, is
environmental sustainability. It has become a focus in the hotel industry, mainly
due to customer preferences of engaging in sustainable travel, trend itself that is
influencing operational and strategic decisions. Hotels are increasingly
integrating green practices, which is evident from Marriott's commitment to
reaching net-zero emissions by 2050. Across the industry, investments in energy-
efficient technologies and waste reduction varies widely. In the UK, the Green
House Hotel, uses solar panels and biomass boiler to generate electricity and
rainwater harvesting. In the US, the Hotel Brooklyn Bridge uses reclaimed wood
from the former Domino Sugar Factory, advanced energy management systems
and efficient lighting. In South Africa, the Hotel Verde uses wind turbines and
photovoltaic solar panel system. This trend towards sustainability is clearly at the
brink of becoming not just a trend but a global movement. More, is not just a
corporate responsibility but also a response to consumer demand for more

environmentally friendly travel options.
» Technology and Digital Transformation

Digital transformation and the application of technology in the hotel industry are
rapidly enhancing operational efficiencies, supported by significant increases in
technology investments. Hotels are becoming more proactive in implementing
technology and adapting to dynamic environments where innovations are
required by customers and necessary for sustainable competitive advantage. On
emerging tech trends in the hotel industry, there is a shift in mindset regarding
investment in new technology. Based on not mutually exclusive collected data,
around 94% of hotel leaders plan to invest in technology in the coming years,
with 24% planning heavy investment and 70% moderate investment, showcasing
how technology will become more integrated into businesses, and how managers

are making more room for technology in budget considerations (fig. 32).

These investments are mainly motivated by changes in customer demand, the
opportunity to increase overall efficiencies such as improved margins, and
reduced costs, and the need to deliver unique guest experience, ultimately

contributing to a stronger competitive advantage (fig. 33). All these factors are
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Figure 34 - Technological trends that will have
more impact over the coming 12 months
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Figure 35 - Global Hotel Industry Market Share
(values in %)
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Figure 36 - Marriot RevPAR vs. Hilton RevPAR
(values in $)
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Figure 37 - Marriot RevPAR vs. Hyatt RevPAR
(values in $)

slowly making players rethink the number of resources allocated to technology

when closing budgets.

This expansion is crucial for incorporating advanced technologies that help
achieve operational objectives. Technologies like Al are pivotal for optimizing
performance, as this is the technology that hoteliers think will have the most
impact in the next 12 months (fig. 34). As of August 2023 in Europe, 11% of
accommodation businesses already use Al, and 16% plan to adopt it in the next
six months, showcasing that the ongoing adoption of these technologies is set to
deepen in the following years, reflecting the industry's commitment to maintaining

a competitive edge and meeting evolving customer expectations.
Competitive Landscape

In recent times, the hotel industry has transformed into a more competitive
landscape, a shift attributed to the rise of new technologies and increasing
customer preferences. The competitive landscape incorporates both major hotel
chains (e.g., Hyatt, Hilton) and home-sharing services (e.g., Airbnb). Traditional
competitors consist of other hotels, but in Marriott's case, the key players are
global hotels chains, the closest to Marriott in terms of size and business

operations.

Taking what was mentioned above into perspective, 5 key players were
identified, capturing a total of 13% market share, with Marriot outperforming its

peers with a market share of 6% (fig. 35).

Hilton: This hotel brand operates over 7,000 properties across 123 countries and
has a loyalty program, Hilton Honors, with over 150 million members, rivaling
offerings in luxury, upscale, and midscale segments. With both companies
adopting asset-light models, Hilton’s ability to sustain owner satisfaction and
deliver high RevPAR, 29% growth in 2023, directly challenges Marriott's
competitiveness in similar regions and customer segments. Although it's the

closest competitor, it only has a market share of approximately 2% (fig. 36).

Hyatt: Although it has a smaller portfolio of over 1,200 properties, this allows it
to specialize in luxury and lifestyle offerings, such as Park Hyatt and Andaz,
which directly compete with Marriott’s top-tier brands like Ritz-Carlton. Hyatt's
experience in expanding into lifestyle markets and experiential travel niches
creates a competitive advantage. This focus challenges Marriott’s ability to
maintain leadership in luxury segments without diluting its broader brand strategy

. Hyatt has a market share of approximately 2% (fig. 37).

Intercontinental Group: With a market share of 1%, IHG, with its portfolio of

over 6,000 properties, excels in the midscale and upper-midscale segments
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through brands like Holiday Inn and Crowne Plaza. Marriott's offerings, such as
Courtyard and Fairfield Inn, face stiff competition in these categories, particularly
in high- focus on asset-light growth also directly challenge Marriott's positioning

125 . . .
in these crucial revenue-driving segments.

Wyndham: With approximately 9,000 properties, Wyndham dominates the
economy and mid-scale hotel segments. Its scale and strong franchise model put
‘3 pressure on Marriott’'s ambitions to expand in these cost-sensitive markets.
Wyndham's ability to offer budget-conscious travelers’ reliable accommodation
on at scale, backed by Wyndham Rewards with over 100 million members, forces

Marriott Wyndham

Marriott to reassess its strategy in competing for price-sensitive and high-
Figure 38 - Marriot RevPAR vs. Wyndham

RevPAR (values in §) frequency travelers. Wyndham has a market share of 1% (fig. 38).

. Accor: Accor's dominance in Europe and its aggressive push into lifestyle and
experiential brands, such as Raffles, challenge Marriott's growth in these
lucrative markets. Accor’s partnerships and ALL - Accor Live Limitless loyalty

i program provide strong competition, particularly in urban and cultural hubs.
Marriott faces difficulty competing with Accor’s locally tailored strategies and its
extensive focus on the lifestyle segment, where Accor has carved out a strong

position, capturing 1% of the market (fig. 39).

Marriott Accor
Each player competes with Marriot in its unique way, forcing the hotel operator to

Figure 39 - Marriot RevPAR vs. Accor RevPAR
(values in §) constantly adapt and innovate. However, apart from these typical competitors,
there has been a significant disruption in the hotel industry, being the emergence

and rapid growth of the home-sharing segment (e.g. Airbnb). Throughout the

6 °° years, there has been a substantial increase in market share, due to new cost-

effective alternatives that address several needs of consumers that hotels

48 - sometimes fail to address (i.e. flexibility, privacy) — fig. 40. Furthermore, by

26 > 3.4 offering unique accommodation options, such as apartments and houses, the

I I I I home-sharing segment not only attracts traditional hotel industry customers but
also taps into a new customer segment that previously did not use hotels. The

2017 2018 2019 2020 2021 2022 2023

industry will need to be able to innovate quickly and adapt, in the hopes of being
Figure 40 - Airbnb Market Share (values in $Bn)
able to compete.

Macroeconomic Context

The macroeconomic environment significantly influences the hotel industry
through various channels including inflation, GDP growth, and interest rates.
Using current data and projections, we have assessed their potential impact.

= |nflation

Inflation significantly affects the hotel industry, including Marriott, by influencing

operational costs and consumer spending. Rising inflation drives up costs for
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essentials like labor, food, and maintenance, often forcing hotels to increase
room rates, which can reduce demand. Conversely, stable inflation supports
predictable pricing strategies and steadier consumer spending, benefiting both
operations and revenue growth. Regional variations in inflation rates also play a
crucial role. In regions like the U.S. & Canada, where inflation is relatively stable
at 2.0%-2.3%, and Europe at 1.9%-2.1%, Marriott can leverage consistent pricing
strategies to encourage steady travel spending. However, in high-inflation
regions such as the Caribbean and Latin America, with rates reaching up to
16.7%, escalating costs compel higher room rates, which may deter demand and
require adaptive pricing strategies (fig. 41). For Marriott, stable inflation in key
markets like North America and Europe provides an opportunity to strengthen
revenue management and maintain competitive advantages. In contrast, high-
inflation regions necessitate careful cost control and strategic pricing to balance

profitability with maintaining market share.
= Gross Domestic Product

GDP growth has a direct impact on both the business and leisure travel
categories, making it a crucial indication of travel demand. Increased travel is
usually correlated with strong GDP growth, such as seen in the U.S., as firms
develop, and consumers have more discretionary income. On the other hand,
slower GDP growth—as shown in some regions of Europe—may result in less
spending on travel. According to projections, the continuous economic recovery
is likely to propel GDP growth in most regions during the next several years. It is
projected that this rise will level out in 2027—2028 as markets stabilize (fig 42).
This economic environment offers hotel operators like Marriott the chance to take
advantage of growing travel demand in areas with strong GDP development

while implementing customized tactics to handle more conservative markets.
* Interest Rates

Interest rates significantly impact the hotel industry's operational costs, consumer
spending, and expansion opportunities supported with debt. Recent trends show
substantial regional variations. In the U.S. & Canada, interest rates increased
sharply from 0.9% to a peak of 4.7% but are projected to decline to
approximately 2.0%. Similarly, in Europe, rates have risen gradually to 3.1% and
are expected to stabilize around 2.0% (fig. 43). These shifts reflect adjustments
in monetary policies, with declining or stabilizing rates potentially stimulating
consumer confidence and travel spending. For Marriott and other major hotel
chains, rising interest rates in recent years have likely increased financing costs
for property development and renovations. However, the anticipated stabilization

and decline in rates present opportunities for growth and refinancing of debt.
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Lower borrowing costs could enable investments in new properties and
upgrades, while increased consumer confidence driven by favorable monetary

conditions may boost demand for leisure and business travel.
Forecast Breakdown

Marriott's approach centers on its asset-light model, growth in the premium and
luxury sectors, and improvements in sustainability and technology. By
accelerating the increase of rooms in high-end markets, where elevated fees can
significantly enhance revenue, Marriott seeks to strengthen its fee-based income
streams, a critical aspect of its asset-light strategy that is essential for providing
outstanding guest experiences through innovative technology. All these tactics
contribute to Marriott's impressive history and form the foundation for the
projections. It is important to mention that revenues were forecasted on a bottom-
up basis because it adds granularity and detail to the forecast since Marriott has
such a wide variety of revenue streams. Nevertheless, a top-down approach was

also made just to confirm the validity of the forecasted assumptions.
Gross Fee Revenues

Marriott's anticipated gross fee revenues in both the U.S. & Canada and
international markets illustrate its commitment to expanding premium and luxury

segments, embracing technological advancements, and benefiting from market

recovery. In the U.S. & Canada, gross fee revenues are projected to increase
from $3,064 Mn in 2024 to $4,693 Mn by 2032. This growth is fuelled by the
recovery following the pandemic and Marriott's enhancement of premium and

2874
2763 2818
2543 E704

2312
2083
181iI II

3g0g 3861 4131 4358 4467 4579 2093

luxury offerings, leading to elevated fee income. The market is forecasted to

witness strong growth until 2026, with the annual growth rate expected to

decelerate to 2.5% by 2032. For the global markets, revenue is forecasted to rise
2024 202520262027 2028 2029203020312032  from $1,548 Mn in 2024 to $2,874 Mn by 2032. Strategic expansions of hotels

mUS and Canada mInternational . . . . . .
alongside a strong revival in travel—particularly in Asia-Pacific and Europe—wiill

Figure 44 - Grpss Fee Revenues Forecast 2024-

2032 (values in $Mn) propel this growth. As these regions advance, considerable expansion is
anticipated, with Marriott's foray into rapidly growing areas and increasing
occupancy and ADR rates enhancing fee income (fig. 44).

1146 1163 1180 1198

1064 1096 1123

ogg 1028

Owned, Leased, and Other Revenue

Marriott is shifting towards an asset-light strategy, placing less emphasis on
529 | 545 | 558 | 572 | 584 | 595 | 601 | 607 | 613

leasing and property. In the U.S. & Canada, this caption if forecasted to growth at
2024202520262027202820292030,20312032 an average of 4.5% per year until 2028, then slow to 1% per year, aligning with
mUS and Canada mInternational

the asset-light strategy. While occupancy and ADR in North America will boost

Figure 45 - Owned, Leased, and Other Revenue . .
Forecast 2024-2032 (values in $Mn) revenue, this segment will grow more slowly than others due to the focus on
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management contracts and franchising. Similarly, International revenue is
expected to grow at 5.5% in 2024 and slow to 1.5% by 2032. Despite fewer
owned or leased hotels, premium ADR and occupancy rates in regions like Asia
Pacific and Europe will boost income, reflecting the higher growth rate in the
international segment. However, as Marriott shifts focus even more to franchised
and managed properties, the growth rate will decrease, limiting further expansion

in this category (fig. 45).
Cost Reimbursed Revenues

The forecast for Cost Reimbursement Revenue reflects the reimbursements it
receives from property owners for operational expenses incurred on their

behalf—a pass-through revenue item directly tied to rising operational costs,

inflation, and the number of managed properties. In the U.S. & Canada segment,

3816

o 3649 3704 3760

34
3022 3264

2747 Cost Reimbursement Revenue is projected to rise 6.5% in 2024, driven by high

operational costs, inflation, and the ongoing growth of Marriott's managed

5o 1631 1713 1799 1871 1027 1965 2008 20458

property portfolio. However, starting in 2025, the growth rate is expected to

gradually decline as system-wide enhancements improve operational efficiencies
2024 202520262027 20282029203020312032

mUS and Canada mInternational

and inflation gradually drops to about 2%. For the International segment, a faster

growth is expected of 11% in 2024 due to inflationary pressures and the

Figure 46 - Cost Reimbursed Revenues Forecast

2024-2032 (values in $Mn) expansion of Marriott's managed properties in regions like Asia Pacific and

Europe. However, similar to the U.S. & Canada, as inflation levels off and
operational savings materialize, the growth rate will progressively slow,

decreasing to 1.5% per year starting in 2029 (fig. 46).
Unallocated Corporate and Other

Unallocated Corporate and Other Revenue, which includes income from foreign
licensing contracts, co-branded credit cards, corporate alliances, and returns on
2123216522002253 corporate investments, represents Marriott's global strategic ambitions, corporate

investments, and initiatives to improve operational efficiency. Revenue is
| expected to rise from $1,655.72 Mn in 2024 to $2,252.93 Mn in 2032, driven by

,1953 2041

16561755| I |

202420252026202720282029203020312032  gnd 2025, tapering to 4.5% by 2028 and 2% by 2030. Anticipated improvements

in operational effectiveness will also help with cost control and revenue growth

corporate investments, divestment gains, and international tactics including new
partnerships and licensing agreements. Due to steady growth and the maturation

of corporate investments, a robust 6% annual growth rate is projected for 2024

Figure 47 - Unallocated Corporate and Other
Forecast 2024-2032 (values in $Mn) (fig. 47).

Owned, leased, and other — direct costs

Marriott's Owned, Leased, and Other Direct Expenses, including property taxes,
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Figure 48 - Owned, Leased and other - direct costs
Forecast 2024-2032 (values in $Mn)
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Figure 49 - General, Administrative and other
Forecast 2024-2032 (values in $Mn)
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Figure 50 - Reimbursed Revenues Forecast 2024-
2032 (values in $Mn)

staffing, utilities, and maintenance, are expected to decrease as the company
shifts to an asset-light model. Costs are projected to be $1,138 Mn in 2024,
remaining high through 2025 due to growth in high-cost locations and inflation.
By 2026 to decline, as Marriott reduces its owned and leased properties and
inflation eases. Costs should stabilize at $1,086 Mn by 2032, driven by
technology expenditures. Direct expenses as a percentage of sales are expected
to drop from 75% in 2024 to 60% by 2027, reflecting Marriott's focus on cost

containment and technology-driven efficiency (fig. 48).
General, administrative, and other

General, Administrative, and Other Expenses are expected to fluctuate as
Marriott balances expansion with efficiency improvements from automation and
new technology. Costs are projected to start at $1,023 Mn in 2024, decrease to
$960.44 Mn by 2025 with streamlined operations, and then temporarily rise to in
2026 due to expansion. By 2027, expenses will drop as Al and automation
reduce administrative needs. Costs will stabilize from 2028 to 2029 with
efficiency gains, and slightly rise by 2032 due to inflation, while maintaining cost
control. As a percentage of revenue, these expenses will decline from 4% in
2024 to 2.5% by 2029 and remain at that level, reflecting Marriott’s focus on cost
optimization through technology (fig. 49).

Reimbursed expenses

Reimbursed Expenses reflect the costs Marriott incurs on behalf of property
owners, directly tied to Cost Reimbursement Revenue. These expenses are
influenced by assets under management, inflation, and operating costs.
Reimbursed expenses are projected to grow by 6.5% in 2024, then slow as
efficiency efforts take effect, reaching $23,829 Mn by 2030. By 2032, growth will
stabilize, reflecting Marriott's emphasis on technology-driven cost management.
As part of Marriott's objectives, this caption is projected to align closely with Cost
Reimbursement Revenues, being the primary reason it is forecasted as a
percentage of that caption. Reimbursed expenses are expected to remain around
103% of Cost Reimbursement Revenue until 2029, decreasing to 102% from
2030 onwards, indicating improved efficiency in property management as the
company will get close to the objective of 100%, which would be the optimal

situation for this caption to Cost Reimbursement Revenue (fig. 50).
Depreciation

Depreciation reflects Marriott's capital investments in properties and technology

upgrades aimed at cutting costs and improving efficiency. Depreciation costs are
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Figure 51 - Depreciation Forecast 2024-2032 (values
in SMn)
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Figure 52 - PPE Forecast 2024-2032 (values in
$Mn)
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Figure 53 - Debt Forecast 2024-2032 (values in
$Mn)

projected to increase from 7% in 2024 to 8.5% in 2026, as Marriott adds value
through asset and technology improvements, expected to reach $132 Mn by
2027 and peak at $135 Mn in 2028 due to real estate and energy-saving
After
investments in capital properties and technological equipment will start to
decrease, reaching $153 Mn by 2032, representing 11% of PP&E (fig. 51).

equipment investments. 2028, depreciation will stabilize as new

Property, Plant and Equipment

Marriott's strategic business model has led to a focus on reducing Property,
Plant, and Equipment (PP&E) values, particularly outside of land. This strategy
prioritizes franchising and managing hotels over owning them, reducing the need
for large capital investments in physical assets. The total PP&E value is expected
to decline gradually from $1,542 Mn in 2024 to $1,398 Mn by 2032, reflecting
Marriott's reduced emphasis on direct property ownership. (i) Land value is
projected to remain stable, with a modest increase from $658 Mn in 2024 to $667
Mn by 2032, indicating land's non-depreciating nature and Marriott's choice to
retain existing holdings without significant new acquisitions; (ii) Buildings and
Leasehold Improvements are expected to decrease from $1,108 Mn in 2024 to
$952 Mn by 2032, aligning with Marriott's reduced focus on owning real estate,
and decreasing steadily by 2%-3%; (iii) Furniture and Equipment values are
also projected to decline, from $591 Mn in 2024 to $502 Mn by 2032, consistent
with scaling back direct asset ownership; (iv) Construction in Progress will
show variability, initially decreasing, then increasing, before stabilizing, reflecting
ongoing but reduced investment in new projects, with an intent to shift properties
to franchise deals once completed; and (v) Accumulated depreciation is
expected to decrease slightly over the years, reflecting a consistent approach to
depreciating existing assets without significant new additions (fig. 52).

Debt

Marriott's strategic debt management plan aims to balance financial stability and
growth from 2024 to 2032. There is major debt issuances forecasted in this
period. In 2024 and 2025, the company is forecasted to issue $1,5 Bn and $1.8
Bn in debt especially to refinance, renovations, global expansion, and share
repurchases, taking advantage of the lowering of interest rates forecasted for
next years. The debt will be structured with face values from $400 Mn to $1 Bn
and with maturities from 5 to 10 years to optimize interest costs and manage
obligations. Moreover, in 2031 and 2032, it is forecasted to issue $1.4 Bn and
$1.6 Bn to further refinance its debt taking advantage of the debt maturing at the

time and low interest rates. This strategy supports Marriott's long-term goals,
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including global expansion and technology upgrades, ensuring financial stability

and competitiveness in the evolving hospitality sector (fig. 53).
Intrinsic Valuation

To value the company in a complete way, three methods were employed:
Discounted Cash Flow (DCF), Adjusted Present Value (APV), and Multiples
valuation, even though APV was only applied to confirm the assumptions of the
DCF model.

The first two methods allow the understanding of the future cash flow-generating
capability of the company while taking into consideration its capital structure.
These approaches have been widely endorsed in academic literature for their
precision in evaluating companies with relatively stable cash flows. As noted
by Koller, Goedhart, and Wessels in Valuation: Measuring and Managing the
Value of Companies (McKinsey & Company, 2020): DCF continues to be widely
used due to its focus on future performance as opposed to a sole focus on
historical figures. APV, as proposed by Myers (1974) in his seminal work
Interactions of Corporate Financing and Investment Decisions, is particularly
useful in situations where a company’s capital structure changes significantly
over time, which does not apply to Marriott, especially due to its target debt-to-
equity ratio of 15%. Nevertheless, it is good to employ this method as a backup

against the DCF assumptions in place, as mentioned above.

In addition to intrinsic methods, Multiples Valuation offers a relative perspective
by comparing Marriott’s financial metrics with those of its competitors. As
highlighted by Damodaran in The Dark Side of Valuation (2018), multiples are an
essential tool for assessing how the market prices a company’s future growth
prospects relative to its peers, providing a reality check of how the industry

“perceives” the performance of the company. The integration of both intrinsic and

rgam Growt % relative valuation methods ensures a comprehensive view of Marriott's value,
0,10
] particularly as it navigates post-pandemic recovery and continues expanding its
o I asset-light business model.

DIEV 18%
Beta_unlevered 1,10 .
Discounted Cash Flows
E/EV Target 87%
EEV 82%

Beta_equiy levered) As Marriott has stable cash flows and predictable growth this method is well-

Beta_equity (levered)-MAR 1,22

aligned for valuation (Damodaran, 2012). Having a Weighted Average Cost of

US Treasury 10y 3,83%
Market Risk Premium 5,50%

CostofDent ) 523 Capital (WACC) of 9.64% and terminal growth of 2% - both explained further in

Costof Equity (Re) 10,54%
fitlo Uilereed Rl S0 this report, this method values the share price of Marriott for 257.02$ (fig. 54).
9,64%

Figure 54 — WACC Calculation and Inputs Looking at the Debt-to-Equity (D/E) one could also draw conclusions about the

suitability of DCF for the intrinsic valuation of Marriott International Inc.

PAGE 23/41



MARRIOTT INTERNATIONAL, INC. COMPANY REPORT N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Historically, this ratio has fluctuated between 15% and 20%, showing a
consistent leverage ratio. Recently, this ratio remained at 15% which is believed
to be the value in the long-term getting closer to the average of the industry,
especially with many strong peers turning themselves also to an asset-light
business model. The D/E has been decreasing since 2020, which shows the
intention of the company to reduce its leverage, which also aligns with the
company's business model. Supporting this are the recent management reports
that showcase the commitment to reducing leverage to improve financial

flexibility to support even negative market conditions.
=  Methodology

Projection Period (2024-2031): Operating free cash flows (FCFs) were
projected based on Marriott’'s future expectations given the present and past
situation (fig. 55). For instance, the FCF for 2025 is estimated at $4,702 Mn,
increasing to $6,875 Mn by 2031.

. Terminal Value: At the end of the forecast period, the terminal value was

calculated using the perpetuity growth model (fig. 56). With a growth rate (g) of

2129
143581504
725

2017 2018 2019 2020 2021 2022 2023

2% and a WACC of 9.64%, this value represents the company’s cash flows
beyond 2031, discounted to present value.

Figure 55 - Operating Free Cash Flow (values in

$Mn) Enterprise Value (EV): The sum of discounted operating FCFs and the value of

Formula ] non-operating items yielded an Enterprise Value of $81,375 Mn for 2025.

Terminal Value = FCF2031 x (1 + g) / (WACC - g)
Figure 56 - Terminal Value Formula Adjustments: Non-operating items, such as cash reserves and investments,

added $5,466 Mn, adding to the value of operations of $75,909 Mn. After
subtracting the market value of debt ($10,695 Mn) reflecting the economy’s
reality rather than the historical cost on the balance sheet, the Equity Value was
$70,680 Mn.

Fonua ] Share Price: Dividing the Equity Value by the number of outstanding shares (275
Intrinsic Share Price = Equity Value / Outstanding Shares M) resulted in a share price of $257.02 by December 31, 2025 (fig. 57).

Figure 57 - Share Price Formula

Adjusted Present Value

The Adjusted Present Value (APV) method, as mentioned above, was employed
as a cross-check to validate the assumptions underlying the DCF model. Despite
its differing methodology, the APV valuation produced a nearly identical share
price of $257.40, confirming the robustness of the DCF approach. This similarity
highlights Marriott’s stable capital structure and demonstrates the accountability

of tax shields, on its overall valuation.

Free Cash Flows
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Marriott International’s free cash flows have shown significant fluctuation due to
factors such as integration costs, the pandemic, and changes in working capital.
By FY30, Marriott is expected to achieve a steady state where free cash flows

grow at a consistent rate of 2%. This growth assumption aligns with:

Global GDP Growth: Forecasted trends of 2—-3%, with developed markets at the

lower end.
Inflation Expectations: Reflecting realistic and sustainable economic conditions.

Industry Dynamics: As a mature company, Marriott’s growth rate stabilizes near

economic norms.
Weighted Average Cost of Capital

The required return was computed using the Capital Asset Pricing Model
(CAPM), using the risk-free rate, the Beta, and the market risk premium, with all

ETEEEEEE s elements being set to the date of August 28, 2024. The CAPM has the

Re = Rf+ £~ (Rm-RD particularity of giving risk-adjusted returns, which is good for the company since it
Figure 58 - CAPM Formula
is exposed to many risks. (McKinsey, Chapter 12, "The CAPM model"). Marriott's
Beta captures the company's systematic risk compared to the market, reflecting

investor expectations of compensation for bearing this risk (fig. 58).
» Risk-Free Rate

Long-term U.S. government bonds are the best proxy for risk-free rates
(McKinsey, Chapter 6, "Risk-Free Rate”) since these have immaterial risks due to
their stability. In this case, a rate of 3.83% was used, from the 10-year bonds

which have the best time frame for the valuation purposes in process (fig. 54).
= Market Risk Premium (MRP)

The market risk premium was set at 5.5%, considering a good proxy, the values
given by Aswath Damodaran. This represents the additional returns investors
should have above the risk-free rate to be paid by the risks they are taking for the
investment (McKinsey, Chapter 12, "Market Risk Premium"). This premium is
consistent with historical data on equity returns and market expectations for the

near future (fig. 54).
=  Cost of Debt (Rd)

The cost of debt is also a key input for the weighted average cost of capital
computation. Having a credit rating of BBB, the company has a good rating, but it
still has a risk premium over the risk-free rate around its debt (fig. 54). It was
estimated a cost of debt of 5.2%. Additionally, Marriott benefits from the tax

deductibility of interest payments, a common advantage in leveraged capital
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structures (McKinsey, Chapter 8, "Tax Shield").
= Levered Beta

To accurately reflect Marriott International’'s systematic risk, the beta was
calculated using a combination of regression analysis, peer benchmarking, and

adjustments for the company’s target capital structure.
Unlevered Beta for the Industry:

The unlevered beta represents the business risk of the industry, independent of
capital structure. It was derived by analyzing the betas of peer companies in the

_ hotel industry. Each peer company's levered beta was unlevered using its

Bunlevered = Blevered / [1 + (1 - T) x (DIE)] . . . . i
. respective debt-to-equity ratio and tax rate with the formula of figure 59.
Figure 59 - Unlevered Beta Formula

The average unlevered beta of the industry was calculated as 1.10, capturing the

core business risks common across the sector.
Target Leverage and Re-leveraging Beta:

Marriott targets a debt-to-equity (D/E) ratio of 15%. Using this target ratio, the

_ industry unlevered beta was re-leveraged to reflect Marriott’s capital structure

Blevered = Bunlevered x [1 + (1 -T)x (DE]]  ;5ing the following formula of figure 60.
Figure 60 - Re-Leveraging Beta Formula

Moreover, the forecasted tax rate amounts to 30%. Even though the corporate
tax rate has been 21% since 2017 also with the effective rate being unstable
there are reasons to believe that 30% is a fair forecast for this variable. This
value takes in consideration additional factors such as U.S state income taxes,
non-U.S. tax adjustments, and permanent items like tax on foreign earnings
which are important due to the expansion of international activity. These
components have fluctuated historically but the forecast reflects stabilization in

the long term.

With the tax rate set at 30%, the re-leveraged beta for Marriott was calculated as
1.22. This reflects Marriott's systematic risk, considering both business and

financial risks under its target capital structure.
Cross-validation with Regression Analysis:

To ensure the calculated beta aligns with market observations, regression
analysis was conducted between Marriott, Hyatt, Hilton, Intercontinental,
Wyndham and Accor’s historical stock returns and the S&P 500 index. The
regression-derived beta, as seen in the Beta Regression sheet, is consistent with
the calculated levered beta for Marriot of 1.22, validating the assumptions and

methodology.

= Cost of Equity (Re)
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WACC = (E/V x Re) + (D/VxRd x (1 -T))
Figure 61 - WACC Formula

High 18,2
Low 10,4
Mean 13,76
Median 12,7

Figure 62 - EV/EBITDA Multiples

EV/EBITDA
Implied Enterprise Value 79000
Implied Share Price 233,9

Figure 63 - EV/EBITDA Share Price (values in $)

PRICE/SALES
High 7
Low 1,7

Mean 3,94
Median 4,2

Figure 64 - Price/Sales Multiples

PRICE/SALES
Implied Enterprise Value 108118

Implied Share Price 339,8

Figure 65 - Price/Sales Share Price (values in $)

.
High 1,61
Low 0,75
Mean 1,19
Median 1,04

Figure 66 - PEG Multiples

Implied Enterprise Value 51235
Implied Share Price 132,9

Figure 67 - PEG Share Price (values in $)

Starting with the beta levered of Marriott of 1.22 one could tell that Marriott is a
littte more volatile than the market (McKinsey, Chapter 7, "Leveraged Beta").
Moreover, using this value, the risk-free rate and the market risk premium one
could get the value of the cost of equity, applying the CAPM model, getting a
value of 10.54% for the cost of equity (fig. 54).

= Weighted Average Cost of Capital (WACC)

Given the above the WACC computed using the formula in figure 61 is 9.64%
which represents the cost of debt mixed with the cost of equity having in

consideration the debt-to-equity relation of the company.
Relative Valuation

The method used in this section was the multiples method which provides a
bigger picture of the company’s value against its peers.

The EV/EBITDA multiple is often the best proxy for operational performance.
Marriott's EV/EBITDA of 15.2 sits higher than the peer median of 12.7 and the
mean of 13.8, implying that Marriott is relatively efficient, but not significantly
overvalued operationally (fig. 62). Using the peer mean multiple implies an
enterprise value of $78.9 Bn and a share price of $233.9 (fig. 63). As the book by
McKinsey suggests, focusing on EBITDA ensures a clear view of earnings,
excluding potentially distorting factors like depreciation (McKinsey, Chapter 6,
"Performance Measurement").

The Price/Sales ratio of 2.6 is lower than the peer average of 3.9, suggesting that
Marriott's revenue generation is priced conservatively by the market (fig. 64).
Applying the average Price/Sales multiple yields an implied share price of $339.8
(fig. 65). McKinsey argues that Price/Sales ratios can provide insight into a
company’s ability to generate top-line growth, especially when net margins are
stable (Chapter 14). The relatively low Price/Sales ratio for Marriott suggests an
opportunity for market reappraisal if revenue growth is sustained.

The PEG ratio, which adjusts the Price/Earnings ratio by expected earnings
growth, highlights a potential concern. The peer mean is 1.2. This results in a
lower implied share price of $132.9 (fig. 66 & 67). McKinsey cautions that PEG
ratios can be misleading for companies with low or no growth, as they
exaggerate valuation swings in such cases (Chapter 14). PEG should therefore
be interpreted with caution, and it reflects the impact of its current stagnation in

earnings growth.

Lastly, the EV/EBIT multiple at 18.0 is aligned closely with the peer mean of 19.1,
reflecting Marriott's competitive profitability (fig. 68). When applying this to

PAGE 27/41



MARRIOTT INTERNATIONAL, INC. COMPANY REPORT N o VA
—

NOVA SCHOOL OF
BUSINESS & ECONOMICS

Marriott, we derive an implied share price of $329.6 (fig. 69). According to
High 28,9 McKinsey, this metric, which incorporates operating income after depreciation, is
L 14’1 . . . . . T .
MOeV;’n 19,14 Particularly valuable for assessing companies with significant capital
Median 16,4

expenditures (Chapter 6, “Measuring Profitability”). Marriott’s alignment with peer

Figure 68 - EV/EBIT Multiples e . . cey . . .
averages here indicate its steady profitability in relation to capital investment.

In conclusion, by applying these multiples, the average implied share price is

Implied Enterprise Value 105327

Implied Share Price 32096 $259.03. This figure reflects Marriott's competitive but slightly undervalued

Figure 69 - EV/EBIT Share Price (values in $) e . . . .
position relative to peers. As McKinsey points out, multiples are helpful for

providing a snapshot of market perception but should always be paired with

deeper intrinsic valuation methods to capture a full picture of a company’s true

worth (Chapter 14, "Valuation Using Multiples").

Risk Analysis

Macroeconomic Risks

=  Global Economic Slowdown

Marriott's financial performance is dependent on global economic conditions.
Economic downturns, for example, reduce travel demand, leading to declines in
occupancy rates and RevPAR. During the COVID-19, Marriott's global RevPAR
dropped by 50% due to travel restrictions and decreased business and leisure
travel as it happened with the previous financial crisis, highlighting Marriott's
vulnerability to future recessions, which could also be further triggered by
economic challenges in important markets like the U.S. and Canada, Europe,

and China, or geopolitical events such as the Russia-Ukraine conflict.
= |nflation and Interest Rate Volatility

Marriott faces high inflation risk, as rising labor, product, and service costs
reduce profit margins. Rising personnel and utility costs have indirectly impacted
Marriott's profitability, especially through franchised and licensed hotels. Interest
rate volatility is also a challenge. Marriott's capital-intensive strategy relies on
debt for growth and renovation. Rising interest rates increase borrowing costs,
hinder expansion plans, and discourage new hotel openings. Rate hikes in 2022
and 2023 by central banks, led by the U.S. Federal Reserve, further raised

borrowing costs, increasing Marriott's financial vulnerability.
Industry-Specific Risks

The emergence of alternative accommodation like Airbnb and Vrbo has disrupted
the hotel industry, offering customers more options beyond traditional hotels.

These platforms are a growing threat to Marriott, particularly in the travel and
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extended-stay markets, as they attract customers seeking distinctive, flexible,
and often more affordable options. This competition pressures Marriott's pricing
power and market share, especially among younger customers and families. To
counter this, Marriott launched "Homes & Villas by Marriott Bonvoy," offering
luxury rental properties. Despite this effort, Airbnb and similar platforms continue
to dominate the market, particularly for longer stays, unique properties, and

budget-conscious travelers.
Company-Specific Risks
= High Leverage

Marriott relies heavily on debt, and even tough it is expected to reduce this
dependence soon, it may make it vulnerable to economic downturns. By 2023,
Marriott had accumulated over $12.4 Bn in debt, which increased debt servicing
expenses, lowering net income and cash flow. High leverage restricts Marriott's
financial flexibility, limiting its ability to pursue new ventures or expansions
without further borrowing. During recessions or low-demand periods, Marriott
may face challenges repaying its debt, leading to potential restructuring or cost
reductions. Maintaining acceptable debt levels is critical for Marriott's long-term
growth and stability, as deteriorating credit conditions could harm its ability to

finance future projects and hinder growth.
= Dependence on Management and Franchise

Marriott's asset-light strategy focuses on property management and franchising
rather than ownership, allowing profitable growth with lower operational costs.
While this model boosts profitability and cuts expenses, it poses risks, as Marriott
relies on franchisees and owners to maintain brand standards, service quality,
and profitability. Any misalignment could lead to contract terminations, lost
revenue, legal disputes, or worse a derecognition in brand reputation. Moreover,
Marriott's limited control over daily operations can hinder its ability to address

issues or implement new strategies quickly.
Impact of Ukraine and Russia War

The ongoing Ukraine-Russia war poses significant risks to Marriott's operations,
especially in Europe. Marriott has suspended operations in Russia, resulting in
lost revenue from a previously growing market of luxury and midscale hotels. The
conflict has also disrupted travel across Eastern Europe, with Ukraine now
inaccessible, affecting tourism and business stays in the region. More broadly,
the war has caused economic instability, rising energy costs, and inflation, which

directly impact travel demand. Higher fuel prices have increased air travel costs,
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while economic uncertainty has reduced discretionary spending. Marriott
properties in Europe, particularly in neighboring countries like Poland, Hungary,
and the Baltic states, may see lower occupancy rates. If the conflict persists or
escalates, it could further destabilize the European economy, prolonging reduced
travel demand. Additionally, the global energy crisis caused by the war has

increased operational costs for Marriott, especially in energy-dependent regions.
Scenario Analysis

To explore Marriott’s strategic trajectory and its resilience in an evolving global
landscape, four distinct scenarios were created, each with significant implications

for its operations, market positioning, and growth potential:

Successful Expansion and Accelerated Growth

This scenario assumes Marriott's expansion strategy proceeds smoothly,
leveraging favorable economic conditions and increased global travel demand.
International tourism receipts have shown extraordinary growth, with many
destinations reporting double-digit increases compared to 2019. This robust
growth indicates a strong rebound in global tourism, providing a favorable
environment for Marriott's expansion. The assumed 3.5% increase across all
revenue streams, except for Owned and Leased Properties, aligns with these
industry trends and reflects Marriott's asset-light strategy. The share price is
$275.35.

Adoption of Al and Emerging Technologies

This scenario envisions Marriott successfully implementing Al and emerging
technologies, transforming operations, with evidence that Al adoption has surged
with 72% of organizations utilizing Al capabilities. In the hotel industry, Al is
expected to grow at a CAGR of 25.1% from 2023 to 2030. So, there will be an
initial 5% cost increase in 2025-2026 reflected by the substantial investments
required for Al integration, including technology acquisition and staff training.
Afterwards, there will be a subsequent 10% cost reduction from 2027 onward,
based on anticipated efficiencies from Al-driven automation and data analytics,
which can optimize operations and reduce expenses and a 3% increase in
revenues, aligning with the long-term growth of the company. The share price is
$268.96.

Escalation of Global Conflicts
This third scenario reflects the impact of increased geopolitical tensions in the
Middle East and Ukraine, which disrupt travel patterns. Historical evidence from
the COVID-19 pandemic and prior conflicts shows that regions directly affected

by geopolitical instability experience occupancy declines of up to 50% in peak
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conflict years. The forecasted 7.5% revenue decline from 2025-2026 mirrors
these impacts, as international travel in affected areas slows significantly. The
projected 2% annual revenue decline from 2027-2031 accounts for residual
geopolitical risks and a slow recovery in consumer confidence. The assumption
of no fixed cost reductions is realistic because fixed operational costs, such as
property maintenance and staffing, remain constant even when occupancy rates

decline. The share price is $136.05.

Outbreak of a New Global Pandemic

This last scenario models the potential effects of another global pandemic on
Marriott’'s operations, drawing on data from the COVID-19 pandemic. During
COVID-19, Marriott’s revenues dropped by approximately 50% and international
tourism receipts dropped by 50%-80% in 2020 compared to 2019. The projected
15% revenue decline in 2025-2026 assumes a less severe but significant impact,
as lessons from the previous pandemic led to faster adaptations, such as
streamlined operations and hybrid travel demand. The 10% annual revenue
decline from 2027-2028 aligns with slower economic recovery, reduced
consumer confidence, and ongoing travel restrictions in certain regions,
consistent with post-COVID travel behavior patterns. The 5%-10% cost
reductions from 2027 to 2028 reflect realistic operational adjustments, such as
closing underperforming properties and reducing staff, as evidenced by Marriott’'s
strategy during the COVID-19 pandemic to maintain liquidity and operational
efficiency. Later, an expected recovery like the recovery of 2021-2023 would be
expected from 2029-2031 stabilizing again in 2032. The share price is $122.88.

Sensitivity Analysis

Key parameters of the valuation of the company were also analyzed through a
sensitivity framework to evaluate how changes in key variables affect the
company’s estimated share price. This analysis accounts for variations in WACC,
Market Risk Premium (MRP), Risk-Free Rate, Tax Rate, and Long-Term Growth
(LTG).

1. WACC and Long-term Growth Rate

W0 oM 9k 9fh 10M% 1064 ) o )
i DEID wmu mn s mm The table demonstrates Marriott's sensitivity to changes in WACC and Long-

M W% MR mE w0 MR Term Growth (LTG) rates. WACC is critical as it reflects the discount rate applied
W10 BR800 A0 2263
18 20940 26918 2515 2%601 2%

193 3T 640 28151 21838

to future cash flow, while LTG captures expectations for perpetual growth. From
the table, we notice that when WACC increases from 8.60% to 10.60%, the

valuation drops significantly, reflecting the higher cost of capital. For instance, at

LT Growth

Figure 70 - Sensitivity Table (Long-term Growth
and WACC) an LTG of 2.0%, the valuation declines from $297.03 to $226.31. Conversely,

LTG increments from 1.5% to 2.5% lead to higher valuations, as seen at a
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WACC of 9.60%, where the valuation rises from $246.40 to $269.13. This
relationship underscores the importance of Marriott’s ability to sustain long-term

growth in its global operations (fig. 70)

2. MRP and Risk-Free Rate

Kok The relationship between the Market Risk Premium (MRP) and the Risk-Free

WO LI S LI 48 Rate also has a significant impact on the valuation, highlighting sensitivity to
6% B0% 1% 4 28R W% broader macroeconomic conditions. A rising MRP reduces valuation as it

o W% BB A I ndicates higher risk expectations in equity markets. For example, when MRP
SN0 I W W 9%

S0 MBS M50 TBR MM M5
e LWem we mp mp my  increases from $224.69 to $299.82. Similarly, increases in the Risk-Free Rate

decreases from 6.5% to 4.5%, at a Risk-Free Rate of 3.83%, the valuation

Figure 71 - Sensitivity Table (Market-risk Premium ~ d€Crease valuation due to higher baseline yields for risk-free investments. At a
and Risk-free Rate) .
constant MRP of 5.5%, the valuation drops from $224.69 to $257.02,
emphasizing Marriott’s exposure to interest rate fluctuations (fig. 71).

3. Tax Rate and LT Growth Rate

Tax rate assumptions were analyzed against LTG, as both significantly influence

LorgtemGiot after-tax cash flows and the terminal value. A higher tax rate lowers valuation,

w1k a0 2% 2% demonstrating the impact of fiscal policies on profitability. For instance, at a tax
BBl M rate of 40% and LTG of 2.0%, the valuation is $262.28, compared to $251.96 at a
0% - U8T B4 B9 26560 2008
00% U640 1M B0 26287 26913
Bo Lo w1t ns w0 %D 30%, the valuation improves from $251.16 to $263.50. This highlights the need

N S Bl% . W% BN for growth-focused strategies to offset tax liabilities (fig. 72).
Figure 72 — Sensitivity Table (Tax Rate and Long-
term Growth) The sensitivity analysis allows us to see that Marriott’s valuation is most sensitive

lower tax rate of 20%. When LTG increases from 1.50% to 2.50% at a tax rate of

Tax Rate

to changes in WACC and LTG assumptions, reflecting the significance of
operational efficiency and sustainable growth. Additionally, macroeconomic
factors like Risk-Free Rate and MRP significantly influence the valuation,
emphasizing Marriott’'s reliance on favorable global economic conditions, and
finally we notice that strategic management of tax policies and global expansion

can also provide meaningful value protection in varying market environments.

Environmental, Social and Governance

485
420
a1 329 325 The organization is also focused on the ESG aspects of the business and
287
269 industry.
Regarding the environmental pillar, one can say that Marriott has been
decreasing its operational footprint. Greenhouse gas emissions (GHG) were

2017 2018 2019 2020 2021 2022 2023 484.86 metric tons per million in 2020 and in 2023 this value was reduced to

Figure 73 - Greenhouse Gas Emissions per Sales ~ 2069.38 metric tons, showing commitment to the environment proposed by the

e :
(values in metrc tons) company (fig. 73). The usage of water was also 9,585 cubic meters per million in
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2020 and was reduced to almost 50% of that value, with 5,765 cubic meters per
million in 2023 (fig. 74). Waste intensity data, however, is unavailable, which

9985 shows that even though the company is committed to the environment there are

8317
6225 6 351 I I 6 231 still areas where it could improve its reporting to increase transparency.
5 964

I 5765

Socially, Marriott is committed to diversity and community engagement. In 2023,
Women represented 44% of total employees and 47% of executive roles, over
2017 2018 2019 2020 2021 2022 2023 allocated to social initiatives.

the industry values. On another hand, in 2023, 1.51% of pretax profit was

Figure 74 - Water Usage per Sales (valuesinm3) - | astly in the governance pillar, the independence of 76.92% of its board of

directors in 2023 shows alignment with its governance initiatives. Moreover, ESG
disclosure has a score of 62.07 which is a solid value to support its commitment

to transparency and consciousness of its surroundings.
Conclusion

The report provides an extensive view of Marriott International Inc.'s financial
performance, industry positioning, and potential future developments. By
examining historical data, a clear understanding of past performance became
clear. Moreover, it was understandable that the company was able to swerve
through a global pandemic like no other in this industry and macroeconomic
shifts. Which offered information about the company’s future potential.
Additionally, through industry and risk analysis one could understand the
opportunities and challenges that Marriott has ahead with a fast-paced
environment of technology development and consumer preferences and
regulatory shifts. Through valuation models used such as the Discounted Cash
Flow model, Adjusted Present Value, and Relative Valuation through multiples
different perspectives about Marriott's intrinsic and relative valuation were
explored. Each method, in its own way, explores the complexities of Marriott
International. Based on the valuation results, the target share price for Marriott
International Inc. is $257.02. As of December 14, 2024, the company’s current
market price exceeds this target, leading to a final Sell recommendation with an
expected return for shareholders regarding the date of December 31, 2025, of -
9.60%. This suggests that, despite Marriott's strong fundamentals and growth
potential, its stock is currently overvalued relative to its estimated fair value.

In summary, Marriott International Inc. demonstrates a solid capacity for
sustained growth through its expansive global footprint, strong brand equity, and
forward-looking strategies. Nonetheless, given the current market valuation,
investors are advised to reconsider their positions in the stock considering the

Sell recommendation based on the projected target price.
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Appendix — Financial Statements

Reformulated Income Statement

Amounts in $ million - 31/12

Core Operations
Gross fee revenues 2145 2951 3024 3297 1252 2148 3403 4089 4613 5152 5691 6173 6674 7066 7230 7396 7567
Contract investment amortization (40,0) (50,0) (54,0) (62,0) (132,0) (750) (89.0) (87,0) | (957) (1051) (1144) (122,3) (1291) (133,9) (1357) (137,6) (139,5)
Net fee revenues 21050 2901,0 2970,0 32350 1120,0 2073,0 3314,0 4002,0 | 4517,2 5046,8 5576,4 6050,2 6544,9 69325 7093,8 72589 74279
Owned, leased and other revenue 1074,0 17050 1466,0 1556,0 5150 749,0 1280,0 1443,0 | 15173 1572,7 16223 16682 1707,0 17412 17643 17878 18115
Cost reimbursement revenue 11433,0 14864,0 14840,0 15586,0 7867,0 9788,0 146450 16706,0 | 17893,1 19066,6 20157,3 212558 22204,0 22922,5 23362,7 238114 24268,9
Total reportable segment revenue 14612,0 19470,0 19276,0 20377,0 9502,0 12610,0 19239,0 22151,0 | 23927,6 25686,2 27356,1 28974,2 304559 31596,2 32220,8 32858,1 33508,3
Unallocated corporate and other 795,0 982,0 1482,0  595,0 1069,0 12470 1534,0 1562,0 | 16557 17551 18516 19534 20413 21230 21654 22088 2252,9
Total revenue 15407,0 20452,0 20758,0 20972,0 10571,0 13857,0 20773,0 23713,0 | 25583,4 27441,2 29207,6 30927,7 32497,2 33719,2 34386,3 35066,9 35761,2
Owned, leased, and other - direct 901,0 14110 1306,0 1316,0 6770 734,0 10740 11650 | 11380 11009 1054,5 10009 10242 1044,7 10586 1072,7 1086,9
Gross Margin
General, administrative, and other 743,0 921,0 927,0 938,0 762,0 823,0 891,0 1011,0 | 1023,3 9604 10223 9278 9749 843,0 859,7 876,7 894,0
Reimbursed expenses Y 117580 151020 15631,0 163180 8326,0 10273,0 15106,0 17387,0 | 184299 19638,6 20762,0 218935 22870,1 23610,2 23830,0 24287,7 247542
Gross depreciation included in reimbursed expenses 76,0 126,0 147,0 121,0 109,0 49,0 35,0 37,0 - - - - - - - - -
Depreciation 157,0 231,0 256,0 346,0 322,0 138,0 114,0 122,0 108,0 1219 127,9 132,1 135,6 1411 163,56 1563,6 153,8
Amortization and other 38,0 124,0 117,0 116,0 133,0 131,0 114,0 104,0 109,9 116,4 120,6 124,6 127.8 229,6 2334 236,3 239,2
Total operating costs 13597,0 17789,0 18237,0 19034,0 10220,0 12099,0 17299,0 19789,0 | 20809,1 21938,3 23087,4 24079,0 25132,6 25868,6 261352 26626,9 27128,2
Core result before taxes 1810,0 2663,0 2521,0 1938,0 351,0 1758,0 3474,0 3924,0 | 4774,3 5503,0 6120,3 6848,7 7364,6 7850,6 8251,1 8440,0 8633,0
Statutory taxes 633,5 9321 529,4 407,0 73,7 369,2 729,5 824,0 1002,6 11556 12853 14382 15466 16486 17327 17724 18129
Tax adjustments 347 3071 53,9 1,6 42,4 16,5 (15,6) 209,4 28,0 32,0 32,0 33,0 39,0 40,0 41,0 45,0 45,0
Core result 1211,2 20381 20455 15326 319,7 14053 27289 33094 | 3799,7 43793 4867,0 54435 58570 62420 65594 67126 6865,1
Non-core Operations
Merger-related charges and other 386,0 159,0 155,0 138,0 267,0 8,0 12,0 60,0 60,6 61,0 61,3 61,6 61,8 62,0 62,1 62,3 62,4
Gains and other income, net 50 688,0 194,0 154,0 9,0 10,0 11,0 40,0 37,8 34,8 31,3 32,9 34,7 36,9 39,5 42,5 46,3
Interest income 35,0 38,0 22,0 26,0 27,0 28,0 26,0 30,0 30,0 35,8 357 13,5 18,6 211 14,5 14,8 16,1
Equity in earnings (losses) 9,0 40,0 1030 130 (141,00 (240) 180 9,0 77 8,5 11,2 13,8 16,6 19,6 224 254 30,9
Non-Core Result Before Taxes (337,00 607,0 164,0 55,0 (372,0) 6,0 43,0 19,0 14,9 18,0 16,8 (1.4) 8,0 15,6 14,3 20,4 30,9
Statutory taxes (118,0) 212,5 34,4 11,6 (78,1) 13 9,0 4,0 3.1 3,8 35 (0,3) 17 33 3,0 43 6,5
Tax adjustments (32,2) (787,2) - 8,0 59,6 151,0 (87,2) 206,1 52,0 55,0 56,8 66,3 65,3 71,9 772 77,2 77,2
Foreign currency translation adjustments (311,0) 4780 (391,00 350 2290 (2120) (3890) 860 | 1376 2546 4328 6708 8720 7848 7063 6357 5721
Derivative instrument adjustments and other, net of tax 10,0 2,0 21,0 (5,0) (3,0) 5,0 2,0 (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0)
Unrealized (loss) gain on available-for-sale securities, net of tax 2,0 (2,0) - - - - - - - - - - - - - - -
Pension and postretirement adjustments, net of tax 5,0 7,0 - - - - - - - - - - - - - - -
Reclassification of (gains) losses, net of tax 2,0 11,0 17,0 - - - - - - - - - - - - - -
Non-Core Result (552,3) 87,3  (240,4) 81,4 (82  (51,2) (440,2) 3031 | 197,4 3198 4988 731,9 9396 8650 790,8 7250  669,7
Financial operations
Loss on extinguishment of debt - - - - - 164,0 - - - - - - - - - - -
Interest expense 234,0 288,0 340,0 394,0 445,0 420,0 403,0 565,0 689,7 689,1 631,56 657,9 594,2 590,9 5477 503,9 4754
Financial result before taxes 234,0 288,0 340,0 394,0 445,0 584,0 403,0 565,0 689,7 689,1 631,5 657,9 594,2 590,9 547,7 503,9 4754
Tax Shield 81,9 100,8 714 82,7 93,5 122,6 84,6 118,7 144,8 1447 132,6 138,2 1248 1241 115,0 105,8 99,8
Financial Result 152,1 187,2 268,6 31,3 351,6 4614 318,4 446,4 544,9 5444 498,9 519,7 469,4 466,8 432,7 398,1 375,6
Total Comprehensive income 506,8 1938,2 1536,5 1302,8 (40,1) 892,8 1970,3 3166,1 | 3452,1 41547 4867,0 56557 6327,2 66402 6917,5 70395 71592
Net income 808,0 14590 1907,0 1273,0 (267,00 1099,0 2358,0 3083,0 | 33185 39042 44382 49889 54592 58594 62152 6407,8 6591,1
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Reformulated Balance Sheet

Amounts in $ De:

Core Operations

Working cash 77,0 102,3 103,8 104,9 52,9 69,3 103,9 118,6 127.9 137,2 146,0 154,6 162,5 168,6 1719 175,3 178,8
Accounts and notes receivable, net 16950 19730 21330 23950 17680 19820 25710 27120 | 2779,6 28324 28640 29417 29982 30176 30466 31069 31684
Accounts payable 687,0 783,0 767,0 720,0 527,0 726,0 746,0 738,0 817,3 926,9 10433 11496 11998 11761 11041 1068,8  1089,1
Net Working Capital 1085 1292 1470 1780 1294 1325 1929 2093 2090 2043 1967 1947 1961 2010 2114 2213 2258
Prepaid expenses and other 230,0 235,0 249,0 252,0 172,0 251,0 235,0 261,0 2745 289,3 304,5 317,6 331,5 341,2 344,7 351,2 357,8
Property and Equipment 23350 17930 1956,0 1904,0 15140 15030 15850 15810 | 15423 1524,0 15050 1467,6 14276 14112 13959 1396,3 1398,1
Land 654,0 601,0 591,0 684,0 688,0 686,0 688,0 669,0 657,6 658,1 665,2 674,5 673,3 671,5 669,6 667,4 667,1
Buildings and leasehold improvements 1352,0 1052,0 1275,0 1100,0  1045,0 985,0 1086,0 1108,0 | 1108,0 10858 10533 10217 991,0 971,2 951,8 951,8 951,8
Furniture and equipment 1169,0 1121,0 1439,0 1225,0 640,0 545,0 649,0 622,0 590,9 573,2 556,0 539,3 523,1 512,7 502,4 502,4 502,4
Construction in Progress 155,0 116,0 168,0 196,0 29,0 137,0 36,0 72,0 54,0 64,8 77,8 58,3 43,7 50,3 57,8 60,7 63,8
Accummulated Depreciation (985,0) (1097,0) (1517,0) (1301,0) (888,0) (850,0) (874,0) (890,0) | (868,2) (857,9) (847,2) (8262) (803,6) (794,4) (7858) (786,0) (787,0)
Intangible assets w/o Goodwill 9270,0 8544,0 8380,0 8641,0 89890 89260 8747,0 9190,0 | 9711,3 10284,0 10659,3 11013,8 11291,7 11479,6 116714 118143 11959,2
Costs incurred to obtain contracts with customers 3276,0 1137,0 1347,0 1588,0 16740 18750 19950 2246,0 | 2528,6 2846,7 30744 3289,7 34541 3557,8 36645 37378 38125
Contracts acquired in business combinations and other - 2052,0 1983,0 1972,0 2257,0 2187,0 2173,0 2426,0 | 27085 3023,8 32355 34296 3566,8 36381 3710,9 37480 37855
Acummulated Amortization (447,0) (499,0) (674,0) (808,0) (937,0) (1052,0) (1172,0) (1328,0) | (1488,6) (1668,7) (1793,6) (1909,9) (19957) (20454) (20964) (2127,8) (2159,7)
Indefinite-lived intagible brand assets 6441,0 5854,0 57240 5889,0 59950 59160 5751,0 5846,0 | 59629 60822 61430 62044 62665 63291 63924 64564 65209
Deferred tax assets 1027,0  602,0 725,0 11400 1116,0  1089,0 953,0 1283,0 | 1369,1 1482,9 1818,0 18543 18625 1868,1 18315 18074  1837,7
Employee benefits 430,0 264,0 261,0 267,0 262,0 235,0 243,0 265,0 268,1 271,2 274,3 277,3 280,4 283,6 286,7 289,9 293,2
Net operating loss carry-forwards 320,0 376,0 494,0 680,0 818,0 771,0 1096,0 1132,0 | 1023,3 10976 11683 927,8 974,9 1011,6 10316  1052,0 1072,8
Accrued expenses and other reserves 204,0 161,0 160,0 162,0 2140 191,0 181,0 219,0 236,3 239,1 225,6 238,9 251,0 260,5 265,6 270,9 276,2
Receivables, net 134,0 21,0 12,0 11,0 12,0 11,0 12,0 - 9,7 9,3 9,0 8,5 8,1 74 8,7 8,5 8,4
Tax credits 79,0 27,0 24,0 41,0 49,0 53,0 55,0 64,0 69,0 72,7 77,3 60,5 63,5 65,9 67,2 68,6 69,9
Loyalty program 42,0 31,0 133,0 249,0 367,0 181,0 168,0 277,0 298,8 320,6 341,2 367,2 385,8 400,3 408,3 416,3 4246
Deferred income 20,0 17,0 56,0 70,0 69,0 98,0 66,0 102,0 93,5 108,4 126,8 140,6 152,6 150,6 142,4 149,5 152,2
Self-issurance 15,0 12,0 - - - - - - - - - - - - - - -
Lease liabilities - - - 261,0 252,0 336,0 304,0 266,0 329,6 392,9 460,0 531,3 511,8 482,7 443,1 401,6 409,6
Interest limitation - - - - - 163,0 187,0 67,0 52,1 58,6 66,0 74,2 83,5 93,9 85,3 72,6 733
Other 32,0 2,0 13,0 15,0 82,0 34,0 - 40,0 27,3 26,7 29,7 31,8 33,9 279 27,2 30,6 29,4
Valuation Allowance (249,0) (309,0) (428,0) (616,0) (1009,0) (984,0) (1359,0) (1149,0) | (1038,7) (1114,1) (960,1) (8039) (883,2) (916,4) (9345) (953,0) (971,9)
Deferred tax liabilities 19310 11140 1039,0 1276,0 950,0 1030,0  1026,0 819,0 8741 948,0 940,0 991,7 1001,1 10352  1050,8 10344 10604
Equity method investments 8,0 33,0 59,0 55,0 29,0 40,0 32,0 - 47,2 55,2 60,2 60,7 61,2 59,8 56,2 57,7 66,3
Property and equipment 199,0 62,0 85,0 82,0 42,0 9,0 58,0 62,0 66,9 76,6 81,6 86,4 85,0 88,2 89,9 91,7 93,5
Intangibles 1724,0  1019,0 876,0 895,0 663,0 666,0 626,0 471,0 460,5 4939 467,3 494,8 487,5 505,8 515,8 490,9 500,7
Right-of-use assets - - - 229,0 197,0 290,0 265,0 248,0 279,4 299,6 305,5 323,5 339,9 352,6 359,6 366,7 374,0
Self-insurance - - 19,0 15,0 19,0 25,0 37,0 22,0 171 19,3 21,7 22,0 229 234 23,2 21,4 214
Other - - - - - - 8,0 16,0 3,0 3.4 3.8 43 4,8 54 6,1 58 4,6
Operating lease assets - - - 888,0 752,0 1062,0 987,0 929,0 11613 13721 1606,4 18557 1787,3 1686,0 15474  1402,7 14304
Accrued payroll and benefits 11740 12140 13450  1339,0 831,0 1187,0 1299,0 1390,0 | 1599,8 1752,0 18925 18129 17873 15174 13755 14027 14304
Liability for guest loyalty program 4541,0 49400 54610 57180 6271,0 64710 65940 7006,0 | 8058,8 86440 92004 91376 9601,3 91042 85966 8766,7 8940,3
Current Liability for guest loyalty program 1866,0 2121,0 2529,0 22580 1769,0 2522,0 33140 3328,0 | 3837,5 4116,2 4381,1 4340,5 4560,8 43835 41264 42080 42913
Non Current Liability for guest loyalty program 26750 2819,0 2932,0 3460,0 45020 39490 3280,0 3678,0 | 42213 4527,8 4819,3 4797,0 5040,5 4720,7 44702 4558,7  4649,0
Accrued Expenses 11110 12910 963,0 1383,0 1309,0 11520 12960 1753,0 | 18913 20286 18222 19295 20275 18546 17193 17533 1788,1
Deferred revenue - 583,0 731,0 840,0 1542,0 1181,0 1059,0 1018,0 1279,2 1509,3 1606,4 1546,4 1462,4 15174 1375,5 1402,7 1430,4
Core invested capital 5190,0 33243 3240,8 40489 29339 31353 31619 33506 | 24356 21130 23984 30376 27819 37676 47877 46255 45918
Non Core Operations
Assets held for sale 588,0 149,0 8,0 255,0 8,0 - - - - - 100,0 100,0 200,0 200,0 - - 100,0
Related to Sheraton Phoenix Downtown - - - 248,0 - - - - - - - - - - - - -
Related to Starwood Combination and the remaining Miami Beach EDITION res  588,0 - - - - - - - - - - - - - - - -
Goodwill 7598,0 9207,0 9039,0 9048,0 91750 9073,0 8872,0 88860 | 94658 9741,6 9779,7 103556 10393,7 10453,0 10659,8 10520,1 10728,4
Goodwill US & Canada 44630 5354,0 53210 53380 5347,0 53480 53230 5333,0 | 5116,7 50766 54034 57216 55245 57323 58457 5610,7 57218
Accumulated Impairment Losses (54,00) - - - - - - - - - - - - - - - -
Gooduwill International 3189,0 3853,0 37180 3710,0 3828,0 37250 3549,0 3553,0 | 43492 46650 4376,3 46340 4869,2 4720,7 48141 49094 5006,6
Equity method investments 728,0 734,0 732,0 577,0 422,0 387,0 335,0 308,0 308,0 338,8 372,7 395,0 4148 435,5 448,6 462,1 475,9
Notes receivable, net 2450 142,0 125,0 117,0 159,0 144,0 152,0 138,0 140,8 154,8 167,2 178,9 187,9 197,3 2071 2133 2197
Other noncurrent assets 477,0 593,0 587,0 595,0 616,0 604,0 584,0 658,0 767,5 1097,6  1168,3 927,8 901,7 935,7 954,2 9731 992,3
Restructuring COVID-19 related charges - - - 143,0 15,0 - - -

Other noncurrent liabilities 1744,0 2610,0 2372,0 22360 2366,0 2002,0 1842,0 14820 | 1662,9 1920,9 20445 2010,3 1949,8 2023,2 2063,2 21040 21457
380,0 375,0 351,0 323,0 3410 290,0 287,0 387,0 - -

54,00 127,00 96,00 135,00 122,00 110,00 89,00 75,00 - - - - - - - - -

57,0 57,0 57,0 300,0 300,0 - - g - - - -

Non Core invested capital 78920 82150 8119,0 83560 78710 81910 81010 85080 | 9019,2 94120 95434 99471 10148,3 101983 10206,5 10064,5 10370,7

Financial
Excess Cash 781,0 280,7 212,2 120,1 824,1 1323,7 403,1 219,4 511,7 548,8 270,3 286,2 300,7 193,2 197,0 200,9 204,9
Operating lease liabilities - - - 882,0 823,0 1098,0  1034,0 887,0 1151,3 13721 1606,4  1855,7 1787,3 1686,0 15474  1402,7 14304
Long-term debt 8506,0 8238,0 9347,0 10940,0 10376,0 10138,0 10064,0 11873,0 | 13143,0 13862,8 13963,2 14067,4 13663,5 13310,1 13047,5 12781,8 124149
Current portion of long-term debt 309,0 398,0 833,0 977,0 1173,0 805,0 684,0 553,0 960,0 1260,0 1070,0 15950 1456,0 21000 1836,0 2000,0  2000,0
Long-term debt excluding current portion 8197,0 7840,0 85140 9963,0 92030 93330 9380,0 11320,0 | 12183,0 12602,8 12893,2 124724 12207,5 11210,1 11211,5 10781,8 10414,9
Net Debt 77250 7957,3 91348 117019 103749 99123 106949 12540,6 | 137826 146861 15299,3 15636,9 15150,2 14802,9 143979 13983,6 136404
Class A Common Stock 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0 5,0
Additional paid-in-capital 5808,0 5770,0 5814,0 5800,0 58510 58920 59650 60510 | 61542 6278,0 6408,1 6538,1 6661,6 6766,6 68559 69451 7034,4
Retained earnings 6501,0 7242,0 8982,0 9644,0 9206,0 103050 12342,0 14838,0 | 17499,1 20667,0 24280,5 28362,2 328236 375853 425931 47672,7 528028
Treasury stock, at cost (6460,0) (9418,0) (12185,0) (14385,0) (14497,0) (14446,0) (17015,0) (20929,0)|(25596,3) (29734,5) (33629,7) (37132,3) (41277,0) (44723,4) (48371,1) (53460,1) (58087,7)
Accumulated other comprehensive loss (497,0) (17,0) (391,0) (361,0) (1350) (342,0) (729,0) (647,0) | (3899) (376,5) (4214) (4252) (433,3) (470,5) (486,6) (456,3) (432,5)
Total Stockholders’ (deficit) equity 5357,0 3582,0 22250 7030 4300 14140 5680  (682,0) | (2327,8) (3161,0) (3357,5) (2652,2) (2220,0) (837,0) 596,22 7064  1322,0
Total Fii i 13082,0 11539,3 11359,8 12404,9 108049 113263 112629 11858,6|11454,7 115251 11941,8 12984,7 12930,2 139659 149941 14690,0 14962,4
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Reformulated Cash Flow Statement

Amounts in $ million - 31/12 Dec-16 Dec-17 Dec-18 Dec-19 Dec-20 Dec-21 Dec-22 Dec-23

Core Operations

Core result before taxes 18100 26630 25210 19380 3510 17580 34740 39240 | 47743 55030 61203 68487 73646 78506 82511 84400 86330
Statuatory Taxes 6335 9321 5204 4070 737 3692 7295 8240 | 10026 11556 12853 14382 15466 16486 17327 17724 18129
Tax adjustments 347 3071 539 16 424 165  (156) 2094 | 280 320 320 330 390 400 410 450 450
NOPLAT 12112 20381 20455 15326 3197 14053 27289 33094 | 37997 43793 4867,0 54435 58570 62420 65594 67126 6865,1
Depreciation 1570 2310 2560 3460 3220 1380 1140 1220 | 1080 121,9 1279 1321 1356 1411 1535 1536 1538
Amortization and other 380 1240 1170 1160 1330 1310 1140 1040 | 1099 1164 1206 1246 1278 2296 2334 2363 2392
Gross Cash Flow 14062 23931 24185 19946 7747 16743 29569 35354 | 40175 46176 51156 57002 61204 66127 69464 71025 72581
Less: A in Net Working Capital 2072 1775 3101 (4860) 314 6036 1637 | (24) (475 (760) (200) 142 492 1042 990 447
Less: Capex (311,0) 4190 2940 (680) 1270 1960 1180 | 69,3 1036 1089 947 956 1248 1382 1540 1556
Less: A in intangible assets (602,0) (47,0) 3770 4810 680  (650) 547,0 | 6312 6891 4960 4791 4057 4175 4252 3792  384,1
Less: A in operating lease assets - - 8880 (1360) 3100 (750) (580) | 2223 2208 2344 2492 (683) (101,4) (1386) (1447) 278
Less: A in Other Net current assets (2150) 2110 (4110) 5020 (1200) (272,0) (522,0) | (334,6) (274,7) 811  (146) (585) 4526 2807 (54,8) (559)
Less: A in Other Net non current assets (590,0) (471,0) (1880) (953,0) 540 (1330) 1660 |(12829) (7755) (3104) 1075 (381,0) 4137  597,3 (2050) (197.0)
Operating Free Cash Flow 3903,9 21290 7245 14347 12039 27023 3120,7 | 47147 4701,9 4581,6 48043 61127 52563 5539,3 68748 68988

Non-core Operations

Non core result before taxes (337,00 607,0 164,0 55,0  (372,0) 6,0 43,0 19,0 14,9 18,0 16,8 (1,4) 8,0 15,6 14,3 20,4 30,9
Statuatory Taxes (118,00 2125 34,4 11,6 (78,1) 13 9,0 4,0 31 3,8 35 0,3) 1,7 33 3,0 43 6,5
Tax adjustments (32,2) (7872) - 8,0 59,6 151,0  (87,2) 2061 52,0 55,0 56,8 66,3 65,3 71,9 77,2 77,2 77,2
Foreign currency translation adjustments (311,00 4780 (391,00 350 2290 (212,00 (389,0) 86,0 1376 2546 4328 6708 8720 7848 7063 6357 5721
Derivative instrument adjustments and other,1 10,0 2,0 21,0 (5,0) (3,0) 5,0 2,0 (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0) (4,0)
Non core result (552,3) 87,3 (2404) 814 (8,2) (51,2) (440,2) 3031 1974 3198 4988 7319 9396 8650 7908 7250 6697
Less: Ain assets held for sale (439,0) (141,0) 2470 (247,00 (8,0) - - - - 100,0 - 100,0 - (200,0) - 100,0
Less: A in goodwill 1609,0 (168,0) 9,0 127,0  (102,0) (201,00 14,0 5798 2758 38,1 5759 38,1 59,3 206,8 (139,7) 208,33
Less: A in equity method investments 6,0 (2,0) (155,00 (155,0) (35,0) (52,00 (27,0) - 30,8 33,9 224 19,8 20,7 13,1 13,5 13,9
Less: A in notes receivables (103,0)  (17,0) (8,0) 42,0 (15,0) 8,0 (14,0) 2,8 14,1 12,4 11,7 8,9 94 9,9 6,2 6,4
Less: A in other net noncurrent assets (750,0) 232,0 1440 (109,0) 3520 140,0 4340 | (714) 72,2 (53,00 (206,2) 344 (394) (21,5) (21,9 (22,4)
Plus: Ain covid 19 restructuring charges - - - 143,0 (128,0) (15,0) - - - - - - - - - -
Non core unlevered free cash flow (235,7) (144,4) (1556) 476,8 (371,2) (350,2) (103,9) | (3138) (73,0) 3675 3282 7385 8150 7826 8670 3636
Financial
Financial result 152,1 1872 2686 311,3 3516 4614 3184 4464 | 5449 5444 4989 5197 4694 4668 4327 3981 375,6
Change in Net financial debt 2322 11775 25671 (1327,0) (462,6) 7826 18457 | 12420 9035 6132 3376 (486,7) (347,3) (4050) (414,3) (3432)
Transactions with shareholders (3713,2) (2893,5) (2824,8) (232,9) 91,2 (2816,3) (4416,1)|(5098,0) (4987,9) (5063,5) (4950,4) (5895,0) (5257,2) (5484,3) (6929,3) (6543,6)
Total Financing (3668,2) (1984,6) (569,0) (1911,5) (832,7) (2352,1) (3016,8)]|(4400,9) (4628,8) (4949,1) (5132,5) (6851,2) (6071,3) (6321,9) (7741,7) (7262,3)
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Disclosures and Disclaimers

Report Recommendations

Buy Expected total return (including expected capital gains and expected dividend yield)
of more than 10% over a 12-month period.

Hold Expected total return (including expected capital gains and expected dividend yield)

between 0% and 10% over a 12-month period.

Sell Expected negative total return (including expected capital gains and expected

dividend yield) over a 12-month period.

This report was prepared by [insert student’s name], a Master in Finance student of Nova School of Business

and Economics (“Nova SBE”), within the context of the Field Lab — Equity Research.

This report is issued and published exclusively for academic purposes, namely for academic evaluation and
master graduation purposes, within the context of said Field Lab — Equity Research. It is not to be construed

as an offer or a solicitation of an offer to buy or sell any security or financial instrument.

This report was supervised by a Nova SBE faculty member, acting merely in an academic capacity, who

revised the valuation methodology and the financial model.

Given the exclusive academic purpose of the reports produced by Nova SBE students, it is Nova SBE
understanding that Nova SBE, the author, the present report and its publishing, are excluded from the
persons and activities requiring previous registration from local regulatory authorities. As such, Nova SBE, its
faculty and the author of this report have not sought or obtained registration with or certification as financial
analyst by any local regulator, in any jurisdiction. In Portugal, neither the author of this report nor his/her
academic supervisor is registered with or qualified under CoMISSAO DO MERCADO DE VALORES MOBILIARIOS
(“CMVM”, the Portuguese Securities Market Authority) as a financial analyst. No approval for publication or
distribution of this report was required and/or obtained from any local authority, given the exclusive academic

nature of the report.
The additional disclaimers also apply:

USA: Pursuant to Section 202 (a) (11) of the Investment Advisers Act of 1940, neither Nova SBE nor the
author of this report are to be qualified as an investment adviser and, thus, registration with the Securities and
Exchange Commission (“SEC”, United States of America’s securities market authority) is not necessary.

Neither the author nor Nova SBE receive any compensation of any kind for the preparation of the reports.
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Germany: Pursuant to §34c of the WpHG (Wertpapierhandelsgesetz, i.e., the German Securities Trading
Act), this entity is not required to register with or otherwise notify the Bundesanstalt fiir
Finanzdienstleistungsaufsicht (“BaFin”, the German Federal Financial Supervisory Authority). It should be
noted that Nova SBE is a fully-owned state university and there is no relation between the student’s equity
reports and any fund raising programme.

UK: Pursuant to section 22 of the Financial Services and Markets Act 2000 (the “FSMA”), for an activity to be
a regulated activity, it must be carried on “by way of business”. All regulated activities are subject to prior
authorization by the Financial Conduct Authority (“FCA”). However, this report serves an exclusively
academic purpose and, as such, was not prepared by way of business. The author - a Master’s student - is
the sole and exclusive responsible for the information, estimates and forecasts contained herein, and for
the opinions expressed, which exclusively reflect his/her own judgment at the date of the report. Nova SBE
and its faculty have no single and formal position in relation to the most appropriate valuation method,
estimates or projections used in the report and may not be held liable by the author’s choice of the latter.

The information contained in this report was compiled by students from public sources believed to be reliable,
but Nova SBE, its faculty, or the students make no representation that it is accurate or complete, and accept

no liability whatsoever for any direct or indirect loss resulting from the use of this report or of its content.

Students are free to choose the target companies of the reports. Therefore, Nova SBE may start covering
and/or suspend the coverage of any listed company, at any time, without prior notice. The students or Nova
SBE are not responsible for updating this report, and the opinions and recommendations expressed herein
may change without further notice.

The target company or security of this report may be simultaneously covered by more than one student.
Because each student is free to choose the valuation method, and make his/her own assumptions and
estimates, the resulting projections, price target and recommendations may differ widely, even when referring
to the same security. Moreover, changing market conditions and/or changing subjective opinions may lead to
significantly different valuation results. Other students’ opinions, estimates and recommendations, as well as
the advisor and other faculty members’ opinions may be inconsistent with the views expressed in this report.
Any recipient of this report should understand that statements regarding future prospects and performance
are, by nature, subjective, and may be fallible.

This report does not necessarily mention and/or analyze all possible risks arising from the investment in the
target company and/or security, namely the possible exchange rate risk resulting from the security being

denominated in a currency either than the investor’s currency, among many other risks.

The purpose of publishing this report is merely academic and it is not intended for distribution among private
investors. The information and opinions expressed in this report are not intended to be available to any
person other than Portuguese natural or legal persons or persons domiciled in Portugal. While preparing this

report, students did not have in consideration the specific investment objectives, financial situation or
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particular needs of any specific person. Investors should seek financial advice regarding the appropriateness

of investing in any security, namely in the security covered by this report.

The author hereby certifies that the views expressed in this report accurately reflect his/her personal opinion
about the target company and its securities. He/ She has not received or been promised any direct or indirect

compensation for expressing the opinions or recommendation included in this report.

[If applicable, it shall be added: “While preparing the report, the author may have performed an internship
(remunerated or not) in [insert the Company’s name]. This Company may have or have had an interest in the
covered company or security” and/ or “A draft of the reports have been shown to the covered company’s
officials (Investors Relations Officer or other), mainly for the purpose of correcting inaccuracies, and later

modified, prior to its publication.”]

The content of each report has been shown or made public to restricted parties prior to its publication in Nova
SBE’s website or in Bloomberg Professional, for academic purposes such as its distribution among faculty

members for students’ academic evaluation.

Nova SBE is a state-owned university, mainly financed by state subsidies, students tuition fees and
companies, through donations, or indirectly by hiring educational programs, among other possibilities. Thus,
Nova SBE may have received compensation from the target company during the last 12 months, related to its
fundraising programs, or indirectly through the sale of educational, consulting or research services.
Nevertheless, no compensation eventually received by Nova SBE is in any way related to or dependent on
the opinions expressed in this report. The Nova School of Business and Economics does not deal for or
otherwise offer any investment or intermediation services to market counterparties, private or intermediate

customers.

This report may not be reproduced, distributed or published, in whole or in part, without the explicit previous
consent of its author, unless when used by Nova SBE for academic purposes only. At any time, Nova SBE
may decide to suspend this report reproduction or distribution without further notice. Neither this document
nor any copy of it may be taken, transmitted or distributed, directly or indirectly, in any country either than
Portugal or to any resident outside this country. The dissemination of this document other than in Portugal or

to Portuguese citizens is therefore prohibited and unlawful.
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