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Marriott International (MAR)

$84.75 (As of 05/01/20)

Price Target (6-12 Months): $77.00

Summary

Shares of Marriott have underperformed the industry so far
this year. The dismal performance was primarily caused by
the coronavirus pandemic that is spreading at an alarming
rate. The company stated the outbreak is impacting its
operations in China and other parts of Asia Pacific segment,
leading to closure of numerous hotels as well as reducing
demand in Greater China and certain other Asia Pacific
markets. Also, the slowdown in China’s economy is hurting
discretionary spending as well as travel. Moreover, high
competition in the domestic market and significant fluctuations
in exchange rates are concerns. Notably, earnings estimate
for 2020 have declined in the past 30 days, indicating
analysts’ concern regarding the stock’s growth potential.
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Sales Estimates (millions of $)

Q1 Q2 Q3 Q4  Annual*
2021 3,927E 4341 E 4504 E 4,939 E 17,999 E
2020 4,059 E 1,830 E 3,237E 4431E 13,641 E
2019 5,012 A 5,305 A 5,284 A 5371 A 20,972 A
EPS Estimates

Q1 Q2 Q3 Q4  Annual*
2021 $0.81E $1.07E $1.14 E $1.19E $4.59 E
2020 $0.95 E $0.20 E $0.74 E $117E $2.78 E
2019 $1.41 A $1.56 A $1.47 A $1.57 A $6.00 A

*Quarterly figures may not add up to annual.

The data in the charts and tables, including the Zacks Consensus EPS and Sales estimates, is as of 05/01/2020. The reports text is as of

05/04/2020.
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Overview

Marriott International Inc. is a leading worldwide hospitality company
focused on lodging management and franchising, after the spin-off of its
timeshare business into a publicly traded company in Nov 2011. At the
end of fourth-quarter 2019, the company operated, franchised and acted
as a licensor of hotels as well as timeshare properties to more than
7,300 properties across 134 countries and territories, under 30 brand
names.

The company has grouped its brand portfolio into three groups:

Luxury: The company’s classic luxury hotel brands include JW Marriott,
The Ritz-Carlton, and St. Regis. Meanwhile, Marriott's distinctive luxury
hotel brands comprise W Hotels, The Luxury Collection, EDITION, and
Bulgari.

Premium: The company’s classic premium hotel brands include
Marriott Hotels, Sheraton, Delta Hotels, Marriott Executive Apartments,
and Marriott Vacation Club. Moreover, its distinctive premium hotel
brands comprise Westin, Renaissance, Le Méridien, Autograph
Collection, Gaylord Hotels, Tribute Portfolio and Design Hotels.

Select: The company’s classic select hotel brand include Courtyard,
Residence Inn, Fairfield by Marriott, SpringHill Suites, Four Points,
TownePlace Suites, and Protea Hotels. Meanwhile, Marriott's distinctive
select hotel brands comprise Aloft, AC Hotels by Marriott, Element, and
Moxy.
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Reasons To Sell:

W Coronavirus Likely to Hurt 2020 Results: The Hotel and Motels industry is currently grappling with Coronavirus
th@T coronavirus outl?reak in Chm.a and Marriott isn’t |mmune to the trend. The company’s 2020 outbreak in china,
guidance does not include any impact of the coronavirus outbreak. The company stated that the

outbreak is impacting its operations in China and other parts of Asia Pacific segment by necessitating SIUggl_Sh econgmy

the closure of numerous hotels in mainland China and reducing demand in Greater China and certain and hlgh competition

other Asia Pacific markets. are |ike|y to hurt
W Valuation Looks Stretched: Marriot valuation looks a bit stretched when compared with its own company's

range as well as the industry average. Looking at the company’s EV/EBITDA ratio, investors might performance.
not want to pay any further premium. It currently has a trailing 12-month EV/EBITDA ratio of 14.05,

which is also quite overvalued right now compared with its peers as the industry’s average stands at

12.32x.

W Lingering Uncertainty in Various International Markets & RevPAR Growth: Despite immense growth potential, a sluggish economy and
oversupply in Brazil are weighing on the Latin American region. In the Middle East, sanctions on Qatar have reduced travel into and out of
that country. Meanwhile, political unrest, lower government spending, new hotel supply and a tough oil market continue to hurt tourism in
other Middle East markets and the company expects weak RevPAR trends in the region to continue in the coming quarters as well. Also, the
slowdown in the Chinese economy is hurting discretionary spending as well as travel.

Meanwhile, in the domestic market, the company is facing competition in New York due to a continuous increase in supply of hotels, which is
limiting room rents, thereby hurting RevPAR in the region. On the whole, though leisure demand remains strong, cautious corporate, group
and transient demand raise concern.

W Fluctuation in Exchange Rates: Marriott has significant international presence and is therefore highly vulnerable to fluctuations in exchange
rates. Notably, the company has been witnessing fewer international guests at its U.S. hotels, given the stronger dollar. Moreover, the
company is also bearing the brunt of Venezuelan currency devaluation. Going forward, such volatility in exchange rates would continue to
hurt the results of the company as it has been doing over the past few quarters.



Risks

e Solid Brand Position to Drive Long-Term Growth: Marriott is a leading company in the luxury and lifestyle space, which includes brands
that own more than 7,300 properties in 134 countries and territories. Marriott's extensive portfolio and a strong brand position allow it to
charge a premium room rate in the highly competitive lodging industry. Given its property locations, we believe that the company is well-
poised to benefit from the increasing market demand on the back of stepped-up business as well as leisure traveling in major North
American and international locations. RevPAR in North America rose nearly 1% in the fourth quarter, following a gain of 1.3% in the last
reported quarter. Given the steady rise in business and leisure travel, and higher transaction volume, Marriott is well-poised to grow in the
near term as well as the long haul. With global travel estimated to increase at a 7% compounded rate over the next 10 years, international
trips are anticipated to top 1.8 billion by 2030.

e Strong Expansion Plans: Marriott is consistently trying to expand its presence worldwide and capitalize on the demand for hotels in
international markets. Moving ahead, the company plans to significantly expand its global portfolio of luxury and lifestyle brands. For 2020,
Marriott anticipates 5-5.25% net room growth, which is likely to continue building economics, scale, and consumer preference for its
brands. In April 2019, the company opened its 7000th property — the 27 storey St. Regis Hong Kong. At the end of 2019, the company’s
development pipeline totaled nearly 3,050 hotels and more than 515,000 rooms. The hotel company is also trying to strengthen presence
outside the United States, especially in Asia, Latin America, Middle East and Africa. Meanwhile, the company’s European pipeline has
grown consistently in the recent past and is expected to continue going forward. In fact, the company aims to expand its lead in the luxury
and full-service segments in the region, have the largest portfolio in the upscale division and also win over millennials in the affordable
lifestyle group by 2020. Marriot is very optimistic about growth opportunity in India.

Notably, the demand for hotels in these markets is greater than in the domestic space as the rising disposable income, primarily among the
middle classes, is boosting tourism. Within Asia-Pacific, China promises immense growth potential, despite the economic slowdown.
Meanwhile, as incomes rise, China's middle class is looking for higher quality products and elevated travel experiences. Notably, China is
the largest source market for outbound travel now. In fact, Chinese outbound travel is set to boom further with 700 million expected trips
over the next five years.

e Strategic Acquisitions to Boost Growth: The company continues to rely on acquisitions in order to expand its footprint globally. In late
2016, it completed the acquisition of Starwood and became the world's largest hotel company. With the completion of this acquisition,
Marriott's distribution has more than doubled in Asia and the Middle East & Africa combined. Also, Marriott's move to buy Starwood shows
that the hospitality industry thrives on such blockbuster deals, which are critical to their success at a time when online booking is becoming
important in the lodging business.

The company is also ramping up the expansion of its brands acquired via takeover. These brands include Sheraton, W and Aloft. To this
end, management is working to increase accountability, quality assurance and capital investments of the Sheraton brand while enabling
Marriott's systems and programs to drive the top line and reduce costs. Also, with the Protea Hospitality Group buyout in 2014, Marriott
became the largest hotel company in Africa and has nearly doubled its presence in the Middle East and African region. This was followed
by the acquisition of Delta Hotels and Resorts brand in 2015. These acquisitions strategies are expected to help the company carry on with
its portfolio expansion globally. Interestingly, even with 30 brands under the portfolio, the company has not ruled out further M&A activities.

On Dec 9, 2019, the company completed the acquisition of Elegant Hotels Group plc for $128 million in cash and assumed Elegant’'s net
debt outstanding of $63 million, which we subsequently repaid in January 2020. As a result of this transaction, the company added seven
hotels and a beachfront restaurant on the island of Barbados to its Caribbean and Latin America-owned and leased portfolio. It also
acquired the W New York - Union Square — a North American Full-Service property — for $206 million.

e Embracing Social Media and Smartphones to Build Loyalty: Digital innovations and social media are starting to play an increasingly
important role in hotel bookings. Social media enhances the brand’s prospects by connecting directly with guests, which in turn can lead
to increased loyalty and market share. The Marriott mobile app for tablets and smartphones helps guests to manage their bookings,
access interactive maps/GPS as well as reward programs. Moreover, Marriott recently re-imagined its Marriott Mobile app to meet the
needs of the modern traveler. Guests will now be able to enjoy new and extended digital features, customized travel content, easier one-
button navigation and a new swipe-able discovery home screen. In 2019, the company earned $410 million in credit card fees.



Last Earnings Report

Marriott Q4 Earnings Beat Estimates, Revenues Miss Quarter Ending 12/2019
Marriott International reported mixed fourth-quarter 2019 results, wherein earnings surpassed the Report Date Feb 26, 2020
Zacks Consensus Estimate but revenues missed the same. Sales Surprise -2.62%
) ) ) ) EPS Surprise 7.53%
Adjusted earnings of $1.57 per share beat the Zacks Consensus Estimate of $1.46 and improved Quarterly EPS 157

9% year over year. The company’s earnings in the quarter included a gain of 32 cents from an y .
Annual EPS (TTM) 6.01

asset sale, which was partially offset by 26 cents thanks to asset impairments.

Total revenues of $5,371 million lagged the consensus mark of $5,515 million. However, the top
line also improved 1.6% on a year-over-year basis.

At the end of 2019, Marriott's development pipeline totaled roughly 3,050 hotels, with approximately 515,000 rooms. Further, nearly 220,000
pipeline rooms were under construction.

RevPAR & Margins

In the quarter under review, revenue per available room (RevPAR) for worldwide comparable system-wide properties increased 1.1% in constant
dollars (up 0.8% in actual dollars), driven by 0.8% increase in occupancy. However, average daily rate (ADR) declined 0.1%.

Comparable system-wide RevPAR in North America grew 0.9% in constant dollars (up 0.9% in actual dollars) owing to a 0.3% gain in ADR and
0.4% increase in occupancy.

On a constant-dollar basis, international comparable system-wide RevPAR rose 1.5% (down 1% in actual dollars), owing to a 1.3% rise in
occupancy. The metric was partially offset by a 0.3% decline in ADR.

Meanwhile, worldwide comparable company-operated house profit margins increased 20 basis points (bps) on robust cost control and synergies
from the Starwood acquisition, negated by marginal growth in RevPAR and increase in wages.

North American comparable company-operated house profit margins expanded 10 bps. Moreover, house profit margins for international
comparable company-operated house profit margins increased 30 bps.

Total expenses were down 5% year over year to $5,097 million, primarily due to a decline in Reimbursed expenses.
Adjusted earnings before interest, taxes, depreciation and amortization (EBITDA) amounted to $901 million, up 4% with the year-ago figure.
Coronavirus Impact

The coronavirus outbreak will hurt the company’s first quarter and 2020 results. However, the company is unable to estimate any financial
impact of the coronavirus outbreak at the moment as the duration and extent of the outbreak cannot be ascertained.

First-quarter 2020 Base Case Outlook (Excluding the Coronavirus Impact)

For first-quarter 2020, the company expects comparable system-wide RevPAR to increase in the range of 1 to 2% (in constant currency) in North
America and worldwide.

Furthermore, gross fee revenues are projected between $940 million and $950 million, indicating an improvement of 5-6% on a year-over-year
basis. Operating income is anticipated between $685 million and $699 million.

General, administrative and other expenses are expected within $230-$234 million. Adjusted EBITDA is anticipated in the range of $853-$867
million, suggesting year-over-year growth of 4-6%. Earnings per share are envisioned between $1.47 and $1.50. Notably, the Zacks Consensus
Estimate for first-quarter earnings is pegged at $1.48 per share.

2020 Guidance Base Case Outlook (Excluding the Coronavirus Impact)
For 2020, Marriott anticipates earnings within $6.30-$6.53 per share, compared with $6.00 reported in the 2019. The Zacks Consensus Estimate
for full-year earnings is pegged at $6.52 per share, which is above mid-point of the company’s guidance of $6.41 per share. Gross fee revenues

are expected between $3,960 million and $4,040 million, suggesting growth of 4-6% from the year-ago period.

Comparable system-wide RevPAR is expected to be in the range of flat to up 2% worldwide, with RevPAR growth in North America around the
middle of that range. Marriot now anticipates room additions to be nearly 5-5.25% in 2020.

Operating income is envisioned within $2,995-$3,095 million. General, administrative and other expenses are anticipated in the range of $950-
$960 million. Adjusted EBITDA is projected in the band of $3,700-$3,800 million, indicating an improvement of 3-6% from the prior year.



Recent News

Marriott RevPAR to Decline Sharply in Q1 Due to Coronavirus — Apr 14, 2020

Marriott International, Inc. (MAR) recently provided an update on its business and initiatives that it is undertaking in response to the coronavirus
pandemic. Despite dismal RevPAR and occupancy, the company announced a new $1.5-billion revolving credit facility as well as a leverage
covenant waiver for its existing credit facility.

Valuation

Marriott's shares are down 40% year-to-date and 33.5% in the trailing 12-month period. Stocks in the Zacks sub-industry is down by 31.6% and
Zacks Consumer Discretionary sector is down by 18.1% in the year-to-date period. Over the past year, the Zacks sub-industry and sector were
down by 24.5% and 14.2%, respectively.

The S&P 500 index is down 8.8% in the year-to-date period, but up 0.4% in the past year.

The stock is currently trading at 1.82X forward 12-month sales, which compares to 1.94X for the Zacks sub-industry, 1.98X for the Zacks sector
and 3.3X for the S&P 500 index.

Over the past five years, the stock has traded as high as 2.34X and as low as 0.94X, with a 5-year median of 1.76X. Our Underperform
recommendation indicates that the stock will perform worse-than the market. Our $77 price target reflects 1.54X forward 12-month sales.

The table below shows summary valuation data for MAR.

Valuation Multiples - MAR

Stock Sub-Industry Sector S&P 500

Current 1.82 1.94 1.98 33
P/S F12M 5-Year High 2.34 2.25 3.19 3.44
5-Year Low 0.94 1.13 1.67 2.54
5-Year Median 1.76 1.64 2.52 3.01
Current 41.94 16.22 2.78 389
P/B TTM 5-Year High 70.45 23.99 5.04 4.55
5-Year Low N/A 3.18 2.18 2.84
5-Year Median 9.81 8.38 422 3.64
Current 14.05 12.32 9.88 10.76
EV/EBITDA TTM |5-Year High 26.57 23.09 17.6 12.87
5-Year Low 10.52 9.49 8.27 827
5-Year Median 18.11 14.45 12.24 10.78

As of 04/30/2020



Industry Analysis zacks Industry Rank: Bottom 8% (233 out of 253)

B Industry Price

Top Peers

350 ™ Industry = Price 150 Company (Ticker) Rec Rank
140 Hyatt Hotels Corporation (H) Neutral B
300 130 Hilton Grand Vacations Inc. (HGV) Neutral n
120 Extended Stay America, Inc. (STAY) Neutral n
110
250 Marriot Vacations Worldwide
100 Corporation (VAC) Neutral B
of 90
WYNDHAM DESTINATIONS, INC.
200 80 (WYND) Neutral B
70 Choice Hotels International, Inc.
150 80 (CHH) Underperform n
5B 1E T e 515 5020 50 Hilton Worldwide Holdings Inc. (HLT) Underperform B
Wyndham Hotels & Resorts Inc. (WH)Underperform
Yl
Industry Comparison Industry: Hotels And Motels Industry Peers
MAR X Industry S&P 500 H HLT VAC
Zacks Recommendation (Long Term)  Underperform - - Neutral Underperform Neutral
Zacks Rank (Short Term) B - - B B B
[0] : : 0]
Market Cap 27.48 B 257B 20.61 B 5.22B 19.96 B 3.15B
# of Analysts 10 7 14 9 8 6
Dividend Yield 2.27% 1.20% 2.11% 1.55% 0.00% 2.81%
Value Score - - @ @
Cash/Price 0.01 0.10 0.06 0.21 0.03 0.23
EV/EBITDA 16.74 12.96 11.87 4.39 14.32 13.14
PEG Ratio 4.08 4.75 2.47 NA 4.20 NA
Price/Book (P/B) 39.41 1.69 2.67 1.32 NA 1.07
Price/Cash Flow (P/CF) 12.31 9.57 10.66 8.94 14.05 6.87
P/E (F1) 30.49 26.95 19.01 NA 40.07 14.48
Price/Sales (P/S) 1.31 1.29 2.10 1.04 211 0.71
Earnings Yield 3.28% 2.97% 5.05% -3.12% 2.50% 6.90%
Debt/Equity 15.43 0.58 0.72 0.51 -19.05 1.35
Cash Flow ($/share) 7.39 3.11 7.01 6.29 5.39 12.08
Growth Score @ - - @ @
Hist. EPS Growth (3-5 yrs) 20.88% 19.12% 10.88% 20.42% 10.73% 19.57%
Proj. EPS Growth (F1/F0) -53.72% -37.86% -7.32% -178.32% -53.91% -32.12%
Curr. Cash Flow Growth -2.82% 6.82% 5.92% 5.97% 24.59% 82.73%
Hist. Cash Flow Growth (3-5 yrs) 21.40% 4.04% 8.55% 2.61% 2.71% 32.34%
Current Ratio 0.47 1.10 1.23 1.57 0.73 3.16
Debt/Capital 93.91% 56.24% 43.84% 33.57% NA 57.42%
Net Margin 6.07% 9.32% 11.08% 15.26% 9.32% 3.13%
Return on Equity 181.84% 5.81% 16.44% 5.81% -770.65% 10.90%
Sales/Assets 0.84 0.49 0.54 0.61 0.63 0.48
Proj. Sales Growth (F1/F0) -28.33% -13.03% -1.42% -23.43% -21.81% -13.00%
Momentum Score @ - - [E [E @
Daily Price Chg -5.26% -2.78% -2.39% -4.22% -4.50% -4.20%
1 Week Price Chg -4.21% -2.05% -1.74% -7.76% -5.62% -4.92%
4 Week Price Chg 44.35% 32.82% 17.07% 40.13% 30.85% 66.03%
12 Week Price Chg -37.81% -30.15% -18.53% -36.77% -32.82% -32.22%
52 Week Price Chg -33.57% -29.28% -9.82% -27.28% -17.01% -20.82%
20 Day Average Volume 6,149,063 500,000 2,641,413 1,663,851 4,771,556 686,645
(F1) EPS Est 1 week change 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
(F1) EPS Est 4 week change -32.98% -29.26% -6.62% -419.48% -34.36% -24.88%
(F1) EPS Est 12 week change -51.77% -48.49% -13.28% -169.43% -42.24% -32.96%
(Q1) EPS Est Mthly Chg -66.14% -42.11% -11.97% -414.09% -48.03% -38.37%



Zacks Stock Rating System

We offer two rating systems that take into account investors' holding horizons: Zacks Rank and Zacks Recommendation. Each provides valuable
insights into the future profitability of the stock and can be used separately or in combination with each other depending on your investment style.

Zacks Recommendation

The Zacks Recommendation aims to predict performance over the next 6 to 12 months. The foundation for the quantitatively determined Zacks
Recommendation is trends in the company's estimate revisions and earnings outlook. The Zacks Recommendation is broken down into 3 Levels;
Outperform, Neutral and Underperform. Unlike many Wall Street firms, we have an excellent balance between the number of Outperform and
Neutral recommendations. Our team of 70 analysts are fully versed in the benefits of earnings estimate revisions and how that is harnessed
through the Zacks quantitative rating system. But we have given our analysts the ability to override the Zacks Recommendation for the 1200
stocks that they follow. The reason for the analyst over-rides is that there are often factors such as valuation, industry conditions and
management effectiveness that a trained investment professional can spot better than a quantitative model.

Zacks Rank

The Zacks Rank is our short-term rating system that is most effective over the one- to three-month holding horizon. The underlying driver for the
guantitatively-determined Zacks Rank is the same as the Zacks Recommendation, and reflects trends in earnings estimate revisions.

Zacks Style Scores

The Zacks Style Score is as a complementary indicator to the Zacks rating system, giving investors a way

’ : . . Value Score
to focus on the highest rated stocks that best fit their own stock picking preferences. u

. . . Growth Score
Academic research has proven that stocks with the best Value, Growth and Momentum characteristics

outperform the market. The Zacks Style Scores rate stocks on each of these individual styles and assigns
a rating of A, B, C, D and F. We also produce the VGM Score (V for Value, G for Growth and M for
Momentum), which combines the weighted average of the individual Style Scores into one score. This is VGM Score
perfectly suited for those who want their stocks to have the best scores across the board.

Momentum Score

- BCINGING)

As an investor, you want to buy stocks with the highest probability of success. That means buying stocks with a Zacks Recommendation of
Outperform, which also has a Style Score of an A or a B.

Disclosures

This report contains independent commentary to be used for informational purposes only. The analysts contributing to this report do
not hold any shares of this stock. The analysts contributing to this report do not serve on the board of the company that issued this
stock.The EPS and revenue forecasts are the Zacks Consensus estimates, unless indicated otherwise on the reports first page.
Additionally, the analysts contributing to this report certify that the views expressed herein accurately reflect the analysts personal views as to the
subject securities and issuers. ZIR certifies that no part of the analysts compensation was, is, or will be, directly or indirectly, related to the
specific recommendation or views expressed by the analyst in the report.

Additional information on the securities mentioned in this report is available upon request. This report is based on data obtained from sources we
believe to be reliable, but is not guaranteed as to accuracy and does not purport to be complete. Any opinions expressed herein are subject to
change.

ZIR is not an investment advisor and the report should not be construed as advice designed to meet the particular investment needs of any
investor. Prior to making any investment decision, you are advised to consult with your broker, investment advisor, or other appropriate tax or
financial professional to determine the suitability of any investment.This report and others like it are published regularly and not in response to
episodic market activity or events affecting the securities industry.

This report is not to be construed as an offer or the solicitation of an offer to buy or sell the securities herein mentioned. ZIR or its officers,
employees or customers may have a position long or short in the securities mentioned and buy or sell the securities from time to time.ZIR is not a
broker-dealer.ZIR may enter into arms-length agreements with broker-dealers to provide this research to their clients.Zacks and its staff are not
involved in investment banking activities for the stock issuer covered in this report.

ZIR uses the following rating system for the securities it covers. Outperform- ZIR expects that the subject company will outperform the broader
U.S. equities markets over the next six to twelve months. Neutral- ZIR expects that the company will perform in line with the broader U.S.
equities markets over the next six to twelve months. Underperform- ZIR expects the company will underperform the broader U.S. equities
markets over the next six to twelve months.

No part of this report can be reprinted, republished or transmitted electronically without the prior written authorization of ZIR.



