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Introduction
Ratio analysis indicate the financial statements of the business and it is used to establish and to show the growth of the business.
This report will be based to compare ratios of the businesses for 2 years of data to indicate the financial analysis trends and the profit and loos profit or the balance sheets.
Ratio analysis can be made to compare the financial statements of two or more companies, hotels need to evaluate their financial KPI’s to receive insights of a future financial performance.
KPIs identifying the key responsibilities and setting the standards to evaluate the main factors which the employees and employers need to improve and to understand what is important for the company.
The company has many challenges to rethink about, related to hospitality industry such as low level of service quality,costumers satisfaction,the level of occupancy,lacks of innovation and there are so many factors which is influencing the performance of the company.

Financial Analysis 

Ratio	2017	2018
Gross Profit 	2100/9000*100=23.3	1850/9500*100=19.47
Net Profit 	623/9000*100=6.92	307/9500*100=3.23
ROCE	623+10/2684*100=23.58	307+9/3014*100=10.48
Total Assets Turnover 	9000/2684=3.35 times	9500/3014=3.15 times 
Working Capital Turnover 	9000/984=9.15	9500/1264=7.52
Current Ratio	1839/855=2.15	2152/888=2.43
Quick Ratio 	1839-700/855=1.33	2152-750/888=1.58
Debtor Days	649*365/9000=26.32	870*365/9500=33.43
Creditor Days 	660*365/6500=37.06	690*365/7700=32.71
Debt Ratio	855+150/1839+1700=0.28	888+150/2152+1750=0.27
Interest Cover	623+10/10=63.3	307+9/9=35.1



Financial Analysis Trends 

Profitability 
Profitability it is determined by the amount of income or revenue above and beyond the costs or expenses the hotel generated. The ratio of operating profit is referring at the gross profit margin,net profit margin and return on capital employed by making efficient use of the assets.Related to Profitability Information &Trends (2019) the gross profit margin for the hotel industry is of 46.03%. That is meant that the Ffion Limited faces a decreasing profitability,which indicates the average to low percentage what can influence the occupancy rate of the hotel because of the internal and external factors.The hotels are using internal and external  benchmarks,in this way they can identify the best practice,to compare the hotel performance,address performance gaps and continuous monitoring and repeat the benchmark process.The benchmark monitoring process is monitoring over five years or two years because the data is available for two years.
(Watson, 1993) says that the benchmarks can create a height competitive performance.
Some of the benchmarking factors can be the environment,,economic,political and social and once the benchmarks have been set ,the company can improve and fill the gaps off the hotel which can increase customers satisfaction,boosting staff engagement,reducing costs,increasing revenue and profit,or any other areas.External benchmarks also help the company to learn more about the competitors and to identify how the hotel can achieve a competitive performance . The net profit and the gross profit margin of Ffion Limited is being reduced,investors can check if the businesses is generating enough gross profit and how the costs are operated,and the performance process is required to be done efficient ,hotel industry having already low margins profit compare to other industries .
ROCE is useful to measure and to compare the profitability of the company ,indicating how the profit can be reinvested in the capital  to produce the growth of the company .Ffion Limited is generating low use of the capital resources ,they need to compare its ROCE within the competitors and to reevaluate their expenses ,the current assets by selling products and services which can bring profit for the company. 
“Asset utilization is arguably a prime determinant of the level of future profits.” (Glautier and Underdown,2001)
To improve the score of ROCE ,Ffion need to improve their services by employing productive team and limit the purchases of extra inventory.




Liquidity 
Liquidity ratio refers to the availability of cash after taking account of immediate financial commitments which are shown in current liabilities.it is the ratio which indicates the ability to pay off the debt and when they became due and is important for the hotel industry or any company,having the role to generate a financial stability and credit rating.The capital and liquidity ratio measures the  current assets and current liabilities.The information its been taken from the two years of data for  the business .The balance sheet data is  used to calculate the current ratio,quick ratio and net working capital which can show the changes from year to year.
The current ratio is responsible to show  how short term assets are available to meet short term liabilities.Current ratio measures also the average period during which stock of goods are held before to be sold or used in the operations of the hotel,shorter the period is,the better,but not to short because then means that the hotel is short of stock.
Quick ratio looks at how the hotel can meet its short term debt obligations without having to sell any of its stocks .
The working capital means the stock which are purchased on credit and the company need to sell to costumers,the cash is used to pay the suppliers,its covering current assets and the payment period to the suppliers.
 Ffion Limited assets cover the current liabilities and is solvent,the company meets its current debt obligations and has been improved its liquidity and the length of time it takes to pay their suppliers.
(Bragg,2010) is relating that the average collection time is of 30 or 35 days can be reasonable for the business which can allocate 30 days of credit terms for their accounts to be received.

Gearing 
Gearing is useful to describe the loan finance and equity finance which indicates the financial risk related to hotel industry,since excessive debt can lead to financial difficulties. There are to types of risk,operating risk and financial risk,both are important for the hotel because they have residual claims on assets after the liabilities are met. In the balance sheet shows how to measure the gearing for long term loans and equity finance of the company.Long term liabilities are having different variations to a company to another The accounting rules are imposed in separate reports of loans and the payment need to be made from company within one year and they have to look at the current liabilities like that the loans are transformed due for repayment.If the sales are good and the sorts of sales are kept in control,then the interests charges will not need to worry about.
“Our gearing limits are set to withstand a one in 50-to 100 year cash.Grosvenors uses economic gearing,which includes joint ventures and funds.Using this metric,debtto-asset levels have ranged between 20-40% in the past few years,this means our holding company debt covenants can withstand a decline in excess of 60%.”(Finance Director,Nick Scarles,2016)
Using benchmarks which varies for each industry and comparing with other competitors suggests that Ffion Limited can be more in the right to receive loans and a low interest rate because they have equity to reduce the risks.Ffion Limited has decreasing profits which evidencing that they can cover the costs and need to be aware to control the profit and the interests.
Knowledge from Ratio Analysis 
Ratio Analysis it is helpful for hotels to measure their performance,to leads a analysis of their strengths and weaknesses and to investigate them.The company can control the liquidity position of the company,to be aware to generate enough gross profit from the sales and to be aware about the assets,gearing and working capital.It is useful for any company to look at  the KPIs for measuring the performance of the businesses and for that the companies need to look back to capital employed,revenues,sales,costs and the environmental spillages.
“(Chakravarty and Reddy,2006) ,in their on the financial performance comparison as a major tool for financial performance,have studied 11 ratios of profitability,proprietary,liquidity and turnover groups.”

Benefits and Limitations of Ratio Analysis 

The benefits of ratio analysis is that is helping the management of the company to monitoring the issues and to highlight the positives.Also the analysis will help to approve or disprove the investment,financing and operating decisions for the company and also they can summarise the financial statement to can compare the company efficiency or profit into taking the right decisions for the health of the company.Allows also the company to evaluate their fiscal position in the economy realising a comparison with other company competitors.Ratio analysis can make the comparison between information extracted from financial statements to generate a general understanding of the results,financial position and the cash flow of the hotel,in this way the company can explore the trends of the company.
No two companies are using the same operations,the comparison are making the difference between the businesses and the types of businesses and how they operating and the industry norms.The accounting numbers which are used in ratio analysis can be affected by policies like depreciation of stock valuations.Ratio it is a primary point to identity position and directions of operations and the financial status of the company,which doesn’t provide answers in themselves.Financial statements do not include all the strengths and weaknesses af the hotel,those factors also may affect the performance of the hotel and the profitability.



Conclusion 
Ffion Limited need to investigate why the sales are low and the expenses was increasing after profitability ratio was assessed for the financial years of 2017 and 2018.The company need to access KPIs to measure the sales,  profit,and loss accounts to can fin solutions for progressing towards its objectives.The company can compare his ROCE in comparison with other companies competitors to can see how are they doing financially.During the investigation the company ratio was declined and the net  profit also which shows a mixed trend and the company need to be cautious about profitability and need to adopt new ways to increase the profitability.How gross profit declined then the company should increase their gross profit by reducing the total costs or increasing tariff rates and because the net profit also declined they should reduce either the financial and administrative expenses.The working capital needs to be maintained by increasing the current assets or reducing current liabilities.The Liquidity ratio indicates that the reduction of profits of the company has been increasing the ability to cover the costs of the debts.The Ffion Limited need to increase financial commitments and to assets the stock level to make sure that the liquid assets are generated to create productivity.The gearing ratio for Ffion Limited shows that the company need to evaluate balance sheet and to have a second look at the profit and loss account which is in continuous trend and they may run into financial issues.Company need to understand how important is the ratio analysis and to make a good plan to protect the assets and  to verify the in fluctuations and increasing the sales within the ratio will have on the businesses,in this way they can evaluate the  economical and financial status of the company .Using profit and loss balance sheets can have many possibilities of benefits and limitations for the company if the management are having enough knowledge of the formula,and the ability to collect data from calculations and to interpreting the results generating successful ideas for the health of the company. 
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