
We sugges t  a  Buy  r ecommenda t i on  on  Ma r r i o t  I n t .  (NASDAQ :  MAR)  b a sed  on  a  1-yea r
t a rge t  p r i c e  o f  $235 ,  o f f e r i ng  an  up s i de  po ten t i a l  o f  7%  f r om  i t s  c l o s i ng  p r i c e  o f  $220
on  22/08/2024 .  The se  key  po i n t s  d r i v e  ou r  s ugges t i on :

Ta i lw i nd s  i n com ing  w i t h  i n t e r e s t  r a t e  cu t s  e xpec t ed

G loba l l y  i n t e r e s t  r a t e s  h ave  been  h i ghe r  f o r  l o nge r  wh i c h  h a s  con s t r a i n ed  t he
amoun t  o f  f i n a nc i ng  f o r  con s t r uc t i on  t h a t  c an  t a ke  p l a ce .  T he  i n com ing  r a t e  cu t s  by
g l oba l  b ank s  w i l l  d r i v e  t he  cons t r uc t i on  we  w i l l  s ee  i n  2025  and  2026  d r i v i ng  t he
NUG  (Ne t  Un i t  G rowth )  o f  p rope r t i e s .

Con t i nued  demand  fo r  t r a ve l  

T r ave l  demand  r ema i ned  robu s t  i n  mos t  ma r ke t s  a round  t he  wor l d ’  s a i d  t he  CEO  o f
Ma r r i o t  I n t e r n a t i ona l  i n  t h e  Q2  ea r n i ng s  r epo r t .  Mo reove r ,  t h i s  s t r ong  l e ve l  o f
i n t e r n a t i ona l  t ou r i sm  i s  e xpec t ed  to  exceed  p r e-pandem i c  l e ve l s  by  a round  2%
h ighe r  t h an  i n  2019 .  So ,  t r a ve l  t h roughou t  t h i s  yea r  a nd  i n to  2025  w i l l  b e  t he
veh i c l e  t h a t  w i l l  g row t he  RevPAR  (Revenue  Pe r  Ava i l a b l e  Room)  wh i ch  w i l l
d i r e c t l y  impac t  t he  bo t tom  l i n e .

New rooms  fo r  Ma r r i o t  

Mar r i o t ' s  l a t e s t  s t r a t eg i c  l i c en s i ng  dea l  w i t h  Sonde r  i s  s e t  t o  boos t  r evenues  a nd
g row Ma r r i o t ' s  ne t  r ooms  go i ng  i n to  2025 .  T he i r  dea l  w i t h  t he  Sonde r  connec t ed
Ma r r i o t  t o  t he  Gen-Z  consume r ,  a dd i ng  ove r  9000 rooms  to  i t s  sy s t em  by  t he  end
o f  t he  yea r .  Sonde r  p rope r t i e s  i n c l ude  sma l l -  bou t i que  ho te l s  a nd  apa r tmen t-s ty l e
a ccommoda t i on s  l o c a t ed  i n  u r b an  ma r ke t s  a c ro s s  10  coun t r i e s  i n  No r t h  Ame r i c a ,
E u rope ,  a nd  t he  M idd l e  E a s t .  Add i t i on a l l y ,  go i ng  i n to  2025  De l o i t t e  h a s  f o r eca s t ed
an  i n c r e a se  i n  t r a ve l  demand .  

Fu t u r e  o f  t he  m id sc a l e  s p ace

Ove r  t he  l ong  t e rm ,  Ma r r i o t t  hopes  t o  become  more  i nvo l ved  i n  t he  m id sc a l e
ma r ke t  a nd  con t i n ue  g row ing  t he i r  NUG  i n to  d i f f e r en t  t i e r s .  Open i ng  t he i r  f i r s t
Fou r  Po i n t s  E xp re s s  i n  Tu r key  and  t he  a n t i c i p a t ed  add i t i on  o f  ove r  a  dozen  ho te l s
t o  t he i r  sy s t em  nex t  yea r  a s  p a r t  o f  ou r  r e cen t  mu l t i -un i t  conve r s i on  t r a n s ac t i on
i n  APEC
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Company  Overv iew

Founded  i n  1927  by  J ohn  W i l l a r d  Ma r r i o t t  a nd  h i s  w i f e ,  A l i c e  Ma r r i o t t ,  Ma r r i o t t
I n t e r n a t i ona l  b egan  a s  Ho t  Shoppes ,  wh i c h  was  l a t e r  r en amed .  Today ,  Ma r r i o t t
I n t e r n a t i ona l  i s  a  mu l t i n a t i ona l  p i onee r  i n  t he  hosp i t a l i t y  i ndu s t ry .
Headqua r t e r ed  i n  Be t he sda ,  Ma ry l a nd ,  Ma r r i o t t  p rov i de s  wo r l d-c l a s s  s e r v i c e s ,
u nde rp i n ned  by  i t s  s t r ong  ped ig r ee  and  g l oba l  po r t f o l i o .

Ma r r i o t ’ s  Bu s i ne s s  Mode l  c an  be  b roken  i n to  t he  f o l l ow i ng  s egmen t s :

F u l l -Se rv i ce :  Th i s  s egmen t  con t a i n s  t he  g l oba l  f l a g sh i p  b r and ,  Ma r r i o t t
Ho te l s  & Reso r t s ,  t h e  l u xu ry  co l l e c t i on  o f  e xc l u s i ve  ho te l s  t a i l o r ed  towa rd s
h i gh-end  t r ave l l e r s ,  JW  Ma r r i o t t  Ho te l s  & Reso r t s ,  a nd  v a s t  s ub s i d i a r i e s ,
s u ch  a s  t he  R i t z-Ca r l t on ,  L e-Mér i d i e n  a nd  Rena i s s ance  Ho te l s  & Reso r t
o f f e r  g r e a t e r  amen i t i e s  a nd  pe r sona l i s ed  env i r onmen t  o r  t he  mode r a t e l y
p r i c ed  b r anch  s uch  a s  t he  Ramada  I n t e r n a t i ona l .

S e l e c t  Se rv i c e :  O f f e r s  bo t h  l owe r  & uppe r  mode r a t e-p r i c e  ho te l  p roduc t s .
Cou r tya rd  a nd  Sp r i ngH i l l  S u i t e s  p rov i de  a n  e l egan t  a tmosphe re  f o r  bo t h
bu s i ne s s  a nd  l e i s u r e  t r ave l l e r s ,  whe rea s  t he  F a i r f i e l d  I nn  i s  mos t l y  o r i e n t a t ed
towa rd s  v a l u e-consc i ou s  i nd i v i dua l s .  A l t e r n a t i v e l y ,  Ma r r i o t t  s upp l i e s
apa r tmen t s ,  d ed i c a t ed  towa rd s  p ro l onged  s t ay s .

I n t e r n a t i ona l :  T he  Ma r r i o t t  Vaca t i on  C l u b  I n t e r n a t i ona l  s e l l s ,  d eve l op s  a nd
ope r a t e s  v aca t i on  t imesha r i ng  r e so r t s .  Spec i f i c a l l y  c a t e r i ng  towa rd s
i n t e r n a t i ona l  c u s tome r s  w i t h  f am i l i e s ,  f a c i l i t a t i ng  r e c r e a t i ona l  a c t i v i t i e s  a nd
re l a x a t i on .  Re so r t s  i n c l ude  The  R i t z-Ca r l t on  C l u b ,  Ma r r i o t t  G r and  Re s i dence
C l ub ,  Ho r i zon ,  a nd  many  more .

O t he r  Ac t i v i t i e s :  Ma r r i o t t  manages  +20 go l f  cou r se  f a c i l i t i e s  t h rough  i t s
Ma r r i o t t  Go l f  ope r a t i on s .  Mo reove r ,  Ma r r i o t t  ope r a t e s  19  ho te l  r e se rv a t i on
cen t r e s  a c ro s s  v a r i ou s  coun t r i e s  a nd  t e r r i t o r i e s .  

Impac t i ng  no t  on l y  Ma r r i o t t  bu t  t he  agg rega t e  ho te l  i n du s t ry ,  a r e  p r i v a t e
A i r bnb- type  a ccommoda t i on s .  I n  r e sponse ,  Ma r r i o t t  i s  p l a c i ng  s i gn i f i c a n t
empha s i s  on  expand i ng  i t s  i n du s t ry- l e ad i ng  i n t e r n a t i ona l  po r t f o l i o  t o  a n
imp re s s i ve  1 . 8M  rooms  by  t he  end  o f  2025 .  T h rough  t he  r e cen t  co l l a bo r a t i on
w i t h  MGM Co l l e c t i on ,  s t r a t eg i c  a cqu i s i t i o n s ,  a nd  we l l -e s t ab l i s hed  g l oba l  b r a nd s ,
u n i que l y  pos i t i on  i t  t o  c ap i t a l i s e  on  po ten t i a l  d e a l s  a c ro s s  1 50  ma r ke t s .
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As the world’s largest hotel company, Marriott Resorts (NASDAQ: MAR) has been a long-standing
competitor in hospitality through its hotel and resort brands that cater to various consumer budgets.
The top five competitors based on market capitalisation include: 

Hilton Worldwide Holdings, Inc. (NYSE: HLT) - Market Cap: $52.3 billion. 
InterContinental Hotels Group PLC (NYSE: IHG) - Market Cap: $15.6 billion.
Hyatt Hotels Corp. (NYSE: H) - Market Cap: $14.36 billion. 
Vail Resorts, Inc. (NYSE: MTN) - Market Cap: $6.6 billion. 
Travel + Leisure Co. (NYSE: TNL) - Market Cap: $3.00 billion.

Marriott’s competitive advantages include the largest loyalty programme in the industry which boasts
over 196 million members, a strong presence in emerging markets (including 600 properties in Asia),
and an extensive inventory. The company has shown enthusiasm towards R&D spending: The Marriott
Design Lab, launched in 2022, aims to enhance customer experience through innovating guest rooms
and partnering with technology companies such as LG to enhance operational solutions.



Rega rd i ng  r evenue  g rowth ,  t h e  b a se ,  op t im i s t i c ,  a nd  conse rva t i ve  s cena r i o s
fo r  r evenue  g rowth  i nd i c a t e  a  5-yea r  Compound  Annua l  G rowth  Ra t e
(CAGR)  o f  8 . 3 1% ,  9 .09%  and  7 . 53%  r e spec t i ve l y .

By  2030 ,  t h e  b a se  c a se  f o r  r evenue  a s sumes  Ma r r i o t t  w i l l  h ave  s a l e s  o f
$10 .85  b i l l i o n ,  a  70%  i n c r e a se  on  2023 ' s  r evenue .  T h i s  b a se  c a se  r evenue
a s sump t i on  i s  agg re s s i ve  bu t  f e a s i b l e  howeve r  a s  Ma r r i o t t ’ s  r evenue  p r e-
Cov i d  a t  a  5-yea r  CAGR  o f  1 5 . 3 1%  f r om  t he  2013  to  2018  pe r i od .    

T he  conse rva t i ve  a nd  op t im i s t i c  c a se s  r ega rd i ng  r evenue  g rowth  f o r
Ma r r i o t t ,  a s s ume  a  2028  r evenue  o f  $10 . 37  and  $11 . 3 5  b i l l i o n  r e spec t i ve l y ,
a  b i l l i o n-do l l a r  d i f f e r ence  f o r  bo t h  s cena r i o s .  T he  l i k e l i hood  o f  t he
scena r i o s  occu r r i ng  depends  upon  Ma r r i o t t ’ s  a b i l i t y  t o  g row r evenues  f r om
i no rgan i c  g rowth  s uch  a s  M&A ac t i v i t y .  Ma r r i o t t  i s  a  ma tu r e  company
mean i ng  r evenue  f r om  o rgan i c  g rowth  i s  s l ow  so  o t he r  i n pu t s  f o r  g rowth
a r e  nece s s a ry .  H i l t on ’ s  r e cen t  a cqu i s i t i o n  o f  B l u eG reen  Vaca t i on s  i n
Novembe r  o f  2023  fo r  $1 . 5  b i l l i o n  i s  a  good  examp l e  o f  wha t  Ma r r i o t t
needs  to  do  to  r ema i n  dom in an t  i n  t he  Le i s u r e  a nd  Hosp i t a l i t y  i ndu s t ry .   

Touch i ng  on  EB ITDA  ( E a r n i ng s  Be fo r e  I n come ,  T ax ,  Dep rec i a t i on  a nd
Amor t i z a t i on )  a nd  Ne t  I n come  (N I )  f o r eca s t s ,  Ma r r i o t t  ho l d s  a n  EB IT  ma rg i n
o f  66%  fo r  2023  a s  we l l  a s  a  Ne t  I n come  ma rg i n  o f  45% .  The se  a r e
sub s t an t i a l l y  a bove  t he  i ndu s t ry  ave r age  EB ITDA  ma rg i n  o f  38 . 3%  and  t he
N I  ma rg i n  o f  27 . 5 1% ,  mean i ng  Ma r r i o t t  h a s  a  con s i de r ab l e  compe t i t i v e
advan t age  ove r  i t s  pee r s .  I f  Ma r r i o t t  c an  g row o r  even  ma i n t a i n  t he se
compe t i t i v e  EB ITDA  and  N I  ma rg i n s ,  wh i l s t  g row ing  r evenues  t h rough
i no rgan i c  g rowth  me thods ,  t h en  EPS  g rowth  w i l l  b e  s ub s t an t i a l  ove r  t he
com ing  yea r s ,  c au s i ng  Ma r r i o t t ’ s  s t ock  p r i c e  t o  r i s e  a s  a  r e su l t  o f  good
ea r n i ng s .

F u r t he rmore ,  Ma r r i o t t ’ s  c u r r en t  deb t  bu rden  o f  $12 .9  b i l l i o n  c an
accommoda te  t h i s  add i t i on a l  l e ve l  o f  deb t .  Rega rd i ng  i n t e r e s t  a nd  deb t
cove r age  p aymen t s ;  t h e se  s t a nd  a t  6 . 5 x  EB IT  f o r  i n t e r e s t  cove r age  and
24 . 5%  o f  ope r a t i ng  c a sh  f l ow  fo r  deb t  cove r age .  T h i s  add i t i on a l  i n f l u x  o f
much-needed  c ap i t a l  wou l d  a l l ow  Ma r r i o t t  t o  so l i d i f y  i t s  po s i t i o n  a t  t h e  t op
o f  t he  l e i s u r e  a nd  hosp i t a l i t y  i ndu s t ry .  

Touch i ng  on  r e l a t i v e  v a l u a t i on ,  Ma r r i o t t ’ s  c u r r en t  p r i c e  o f  $220 . 56  i s
ove rva l ued  by  3% ,  s ugges t i ng  t h a t  Ma r r i o t t  i s  t r ad i ng  a t  a round  whe re  i t
s hou l d  be  when  compa red  to  t he  EV/EB ITDA  pee r  mu l t i p l e .

Equi ty  Research  Report

Revenue ,  EBITDA and Net  Income Forecasts

WACC and PGR assumpt ions

Rega rd i ng  t he  We igh t ed  Ave r age  Cos t  o f  C ap i t a l  (WACC) ,  t h e  b a se  c a se  o f
t h i s  v a l u a t i on  y i e l d s  a  WACC  o f  7 . 1 5%  and  u t i l i s e s  a  5-yea r  ave r age  Be t a  o f
1 . 19 .  T he  op t im i s t i c  a nd  conse rva t i ve  c a se s  f o r  t he  v a l u a t i on  conce rn i ng  t he
WACC  a r e  +/-  0 . 5%  and  s ugges t  a n  imp l i ed  p r i c e  r a nge  w i t h  a  h i gh  o f  $258
and  a  l ow  o f  $216 .

Ma r r i o t t ’ s  E n t e r p r i s e  Va l ue  i s  comp r i s ed  o f  83%  equ i t y  a nd  17%  deb t ,  w i t h
t he  cos t  o f  equ i t y  ( i n  t he  b a se  c a se )  be i ng  8 . 74% .  Ma r r i o t t ’ s  co s t  o f  Deb t
( p r e- t ax )  i s  4 . 58%  and  t h i s  i s  con s i de r ed  ve ry  l ow  i n  t h i s  c a se  due  to  t he
l ow  pe r cen t age  o f  deb t  a s  a  p a r t  o f  i t s  EV .  T h i s  co s t  o f  equ i t y  i s  h i gh
compa red  to  o t he r  compan i e s '  co s t  o f  equ i t y  mean i ng  i t  i s  mo re  expens i ve
to  r a i s e  c ap i t a l  f r om  equ i t y  r a t he r  t h an  i s s u i ng  ano t he r  r ound  o f  deb t .
Touch i ng  on  t he  p r ev i ou s  po i n t ,  t h e  l ow  cos t  o f  deb t  comb i ned  w i t h  t he
l ow  pe r cen t age  o f  deb t  a s  a  p a r t  o f  t h e  c ap i t a l  s t r u c t u r e  a l l ows  fo r
agg re s s i ve  bo r row ing  to  f i n ance  M&A ac t i v i t y  a nd  conso l i d a t e  ma r ke t
s h a r e .

T he  DCF  p a r t  o f  t h i s  v a l u a t i on  a s sumes  a  b a se  c a se  Pe rpe t u a l  G rowth  Ra t e
(PGR)  o r  Te rm i n a l  G rowth  Ra t e  o f  3 .00% .  Th i s  PGR  r a t e  i s  h i ghe r  t h an  o t he r
f i rms  i n  t he  l e i s u r e  a nd  hosp i t a l i t y  i ndu s t ry ,  w i t h  t h i s  be i ng  due  to  t he
b r and  v a l ue  t h a t  t he  Ma r r i o t t  b r a nd  ho l d s  i n  t he  i ndu s t ry .  

Valuat ion
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F rom Sep tembe r  t o  Oc tobe r  2023 ,  Ma r r i o t t  s t ock  t r aded  s i deways ,  w i t h  i n ve s to r s  s how ing  c au t i ou s  s en t imen t .  T h i s
cou l d  be  a t t r i b u t ed  to  conce rn s  ove r  i n f l a t i on  a nd  r i s i ng  i n t e r e s t  r a t e s  a f f e c t i ng  t he  b roade r  t r a ve l  a nd  hosp i t a l i t y
sec to r s .

F rom  Novembe r  t h rough  Decembe r ,  t h e  s tock  expe r i e nced  a  s t r ong  upwa rd  momen tum .  Th i s  r a l l y  was  d r i ven  by
Ma r r i o t t ’ s  r obu s t  Q3  e a r n i ng s  r epo r t ,  whe re  t he  company  exceeded  Wa l l  S t r ee t  e xpec t a t i on s  due  to  a  r e cove ry  i n
i n t e r n a t i ona l  t r a ve l  a nd  s t rong  demand  fo r  l e i s u r e  t r ave l ,  p a r t i c u l a r l y  i n  t he  U . S .  a nd  Eu rope .  Po s i t i v e  gu i d ance  f o r
2024 ,  f u e l ed  by  con t i n ued  ho te l  o ccupancy  g rowth  and  p r i c i ng  power ,  s uppo r t ed  t h i s  t r end .

J a nua ry  and  Feb ru a ry  2024   s aw  f u r t he r  p r i c e  app rec i a t i on  a s  Ma r r i o t t  con t i n ued  to  bene f i t  f r om  a  s t r ong  r ebound  i n
bu s i ne s s  t r a ve l  a nd  expan s i on  i n to  new ma r ke t s ,  p a r t i c u l a r l y  i n  As i a .  Add i t i on a l l y ,  Ma r r i o t t ' s  a nnouncemen t  o f  i t s
p a r t ne r s h i p  w i t h  MGM Reso r t s  i n  J a nua ry  con t r i b u t ed  to  he i gh t ened  i nve s to r  op t im i sm .

By  Ma r ch  a nd  Ap r i l ,  t h e  s tock  f a ced  he i gh t ened  vo l a t i l i t y .  Conce rn s  a bou t  a  po ten t i a l  r e ce s s i on  a nd  so f t en i ng
consume r  s pend i ng  l ed  t o  a  m i d-Ap r i l  p u l l b a c k .  Howeve r ,  Ma r r i o t t ' s  s t r ong  g l oba l  b r a nd  and  expan s i on  i n  Ch i n a  a nd
I nd i a  he l ped  t he  s tock  r e cove r  by  t he  end  o f  t he  mon th .

I n  May  and  J u ne ,  t h e  s tock  expe r i e nced  a  pe r i od  o f  con so l i d a t i on .  Unce r t a i n ty  a round  t he  Fede r a l  Re se rve ' s  r a t e  h i k e
dec i s i on s  a nd  geopo l i t i c a l  t e n s i on s ,  i n c l ud i ng  t he  wa r  i n  Uk r a i ne ,  l e d  t o  i ndec i s i on  among  i nve s to r s .

I n  J u l y ,  a  s h a r p  p r i c e  s p i k e  occu r r ed ,  l i k e l y  d r i ven  by  Ma r r i o t t ’ s  Q2  e a r n i ng s  bea t  a nd  con t i n ued  g rowth  i n  g l oba l
RevPAR  (Revenue  Pe r  Ava i l a b l e  Room) .  Howeve r ,  i n  Augus t ,  t h e  s tock  expe r i e nced  a  no t ab l e  dec l i n e ,  r e f l e c t i ng
b roade r  ma r ke t  co r r ec t i on s  due  to  r e ce s s i on  f e a r s  a nd  s l ow i ng  g l oba l  g rowth .
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Investment  R isks
I nve s t i ng  i n  Ma r r i o t t  c a r r i e s  s eve r a l  r i s k s .  Mac roeconom i c  f a c to r s  l i k e  i n f l a t i on  a nd  r i s i ng  i n t e r e s t  r a t e s—cu r r en t l y
a round  5 . 5%  a s  s e t  by  t he  U . S .  F ede r a l  Re se rve—pose  a  t h r e a t  t o  con sume r  s pend i ng  on  t r ave l .  Hosp i t a l i t y ,  b e i ng
cyc l i c a l ,  t yp i c a l l y  s ee s  dec l i n e s  i n  occupancy  r a t e s  a nd  RevPAR ,  wh i c h  f o r  Ma r r i o t t  was  up  13 . 5%  yea r-ove r-yea r  i n
Q2  2024 ,  bu t  i s  vu l n e r ab l e  du r i ng  down tu r n s .

Geopo l i t i c a l  r i s k s  a l so  a f f e c t  Ma r r i o t t ,  w i t h  d i s r up t i on s  f r om  con f l i c t s  l i k e  t he  Uk r a i ne  wa r  po ten t i a l l y  impac t i ng  i t s
g l oba l  ope r a t i on s .  Ma r r i o t t ' s  s i gn i f i c a n t  p r e sence  i n  i n t e r n a t i ona l  ma r ke t s ,  i n c l ud i ng  ove r  400 ho te l s  i n  Ch i n a ,  e xpose s
i t  t o  r egu l a to ry  and  cu r r ency  f l u c t u a t i on  r i s k s  i n  eme rg i ng  econom ie s .

Compe t i t i o n  r ema i n s  a  c h a l l e nge ,  a s  Ma r r i o t t  f a ce s  p r e s su r e  f r om  compe t i t o r s  l i k e  H i l t on  a nd  a l t e r n a t i v e  p l a t f o rms  l i k e
A i r bnb .  Ma r r i o t t ’ s  ma r ke t  s h a r e  i s  t h r e a t ened  i f  i t  f a i l s  t o  adap t  t o  c h ang i ng  consume r  demands ,  p a r t i c u l a r l y  i n  t e ch
i nnova t i on .

De sp i t e  t he se  r i s k s ,  Ma r r i o t t ' s  managemen t  h a s  ma i n t a i n ed  a  s t r ong  b a l a nce  s hee t .  A s  o f  Q2  2024 ,  Ma r r i o t t  r educed  i t s
l o ng- te rm  deb t  t o  $9 . 7  b i l l i o n ,  down  f rom  $11  b i l l i o n  a  yea r  p r i o r ,  s uppo r t ed  by  so l i d  f r ee  c a sh  f l ow  gene r a t i on  o f
ove r  $500 m i l l i o n  du r i ng  t he  s ame  qua r t e r ,  h e l p i ng  i t  manage  l e ve r age  wh i l e  con t i n u i ng  s t r a t eg i c  g rowth .
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