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Executive Summary
Purpose of this report is to evaluate the financial performance of the hotel business through using ratio analyses. Importance of the ratio analyses and performance of the business over last two years has also analysed in different aspects. Net profit margin is effective to determine the percentage of profitability over the revenue which directly indicates to the current profitability trends for the business.  Gross profit margin and net profit margin for the company has reduced in 2020 compared to 2019 which is not effective from the organisational perspective. 
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Introduction

Financial assessment is one of the important aspects that directly effect on the performance measurement of the business. Through the help of the financial assessment, an organisation is able to measure the performance of the business and determine the financial growth effectively (Donis et al. 2020). Financial assessment can be used to determine the potential investment opportunity for the business and identify the key financial application more effectively. Ratio analyses are the financial assessment tool used to measure the current performance trends and growth of the business effectively. Historical financial data of the company can be used to measure the financial performance of the business effectively. Jurys Inn is the hospitality business that provides hotel business services in the United Kingdom.  Hospitality business mainly depends on the customer’s behaviour and political stability of the country. Customer’s management plays the significant role for the organisation in order to assess the financial performance of the business. Jurys Inn currently provides the hospitality services across the country in different parts effectively.
Purpose of this assessment is to calculate and analyse the financial performance through using ratio analyses methods for the hospitality business. Ratio analyses have also used to measure the financial trends over the period 2019 and 2020 to assess the performance effectively.  Importance of the ratio analyses and performance of the business over last two years has also analysed in different aspects. Lastly, benefits and limitation of the ratio analyses has been described in briefly. 



























Financial Analysis
In order to do the financial analyses, ratio analyses methods has been used that assist to measure the current financial trends of the business effectively. Profitability ratio, liquidity ratio and efficiency ratio has been used in the following section to evaluate the current financial performance more effectively. A graphical presentation has been used in one graph to showcase each of the ratio for 2019 and 2020 effectively. 
Financial Analyses
Ratio Analyses	Formula	2019	2020
Gross Margin	Gross profit / sales x 100	91.82%	85.83%
Net margin	Net profit / sales x 100	72.87%	67.88%
Return on Capital Employed	(Net profit + loan interest) / (Total assets - Current liabilities) x 100	64.70%	65.21%
Total assets Turnover	Sales / (Total assets - Current liabilities)	88.34%	95.63%
Working Capital Turnover	Sales / (Current assets - Current liabilities)	      3.19 	      3.69 
Current Ratio	Current assets / Current liabilities	      2.29 	      2.00 
Quick Ratio	(Current Assets - Inventories) / Current Liabilities	      1.21 	      1.13 
Debtors days	Debtors / Sales x 365 days	  106.18 	  109.50 
Creditors days	Trade Creditors / Purchase x 365 days	584	373.588
Debt days	(Current liabilities + non-current liabilities) / Total assets	    0.197 	    0.223 
Interest Cover	(Net profit + cash in hand) / Loan interest	200.65	226.556




Financial Analysis Trends
Profitability
Gross profit margin, Return on Capital Employed (ROCE), total assets turnover and Net profit margin has been used to measure the profitability trends for the hotel business. Calculation shows that there have negative trends for the profitability of the business where positive trends are there for the capital efficiency of the business (Nariswari and Nugraha, 2020).  It is seen that net profit margin and gross profit margin of the company has reduced in 2020 compared to 2019. In 2019, gross profit margin was 91.82% and Net profit margin was 72.87% compared to 82.83% net profit margin in 2020 and 67.88% Gross profit margin in 2019. Considering the outcome it can be stated that there has a decreasing trends for the profitability of the business. Considering the calculation of ROCE and total assets turnover, it can be identified that there has an increasing trends for the capital efficiency of the business. It is seen that ROCE was 64.70% in 2019 and increased to 65.21% in 2020. On the other hand, Total assets turnover of the business was 88.34% in 2019 and enhanced to 95.63% in 2020. This data indicates that there has an increasing trend for the capital efficiency of the business. 
Liquidity
Liquidity of the business has been identified through using working capital turnover, quick ratio and current ratio of the business. Calculation shows that there has increasing trends for the working capital ratio for the hotel business (Kiyotaki and Moore, 2019). Working capital turnover was 3.19 in 2019 and increased to 3.69 in 2020. On the other hand, Current ratio and quick ratio has the reducing trends for the hotel business. It can be identified that current ratio of the business was 2.29:1 in 2019 which reduced to 2.00:1 in 2020. In case of Quick ratio, it was 1.21:1 in 2019 and reduced to 1.13:1 in 2019. Considering the calculation, it can be stated that there has a reducing trends for the liquidity of the business. 
Gearing
Gearing ratio trends has been calculated by identifying the debtor’s days, creditor’s days, debt days and Interest Cover ratio. Following the calculation it is seen that debtors days of the business has increased in 2020 compared to 2019 from 109.50 days to 106.18 days. In case of Creditors days, reducing trends can be seen for the business. It is seen that creditors days for the hotel business was 584 days in 2019 and reduced to 373.588 days in 2019 (Rahardjo et al. 2020). This data indicates towards the decrease in the efficiency of the business. Debtor’s days of the business has increased over the period of time from 0.197 in 2019 to 0.223 in 2020. Similarly, interest cover ratio has also increased for the business from 200.65 in 2019 to 226.556 in 2020. Considering the data it can be stated that there has an increasing trends for the gearing ratio of the business. 
Knowledge from Ratio Analysis
Profitability analyses are the financial analyses used to measure the current profitability percentage on the sales revenue of the business effectively. Profitability analyses assist to determine the current profitability assessment for the business effectively. In order to determine the current profitability for the business, net profit margin, gross profit margin and return on capital employed ratio has been used (Wijaya and Muljo, 2022). Net profit margin is effective to determine the percentage of profitability over the revenue which directly indicates to the current profitability trends for the business.  Gross profit margin and net profit margin for the company has reduced in 2020 compared to 2019 which is not effective from the organisational perspective. This data indicates towards the reduction in profitability compared to revenue of the business. Capital efficiency of the business can be verified through using ROCE ratio. It is seen that capital efficiency of the business has improved fir the business which can positively impact on the business performance.  Considering this factor it can be stated that there has a reducing trends for profitability and increasing trends for capital efficiency. 
Liquidity of the business can be recognised in order to measure the financial capabilities of the business to pay its short term obligation effectively. Considering the data, it is identified that current liquidity portion of the business has been identified through using current ratio and quick ratio over last two years (Chasanah and Sucipto, 2019). Working capital turnover has also used to measure the liquidity position of the business effectively. Calculation shows that current ratio of the business was 2.29:1 and reduced top 2.00:1 in 2020. This data indicates that current liquidity position of the business has reduced which indicates to the capabilities of the firm to pay the short term obligation. Working capital turnover has increased for the business which stated that the liquidity position of the business has improved from the aspects of the sales revenue for the business.
Gearing ratio has been used to determine the financial efficiency of the business effectively. Debtor’s turnover period, Creditor’s turnover period and debt period have been used to measure the current gearing position of the business (Rahardjo et al. 2020). Interest cover ratio has been used to determine the capabilities of the business to use its cash to cover the interest effectively. Debtor’s days has increased for the business which indicates towards the lack of debtor’s management for the business. On the other hand, creditor’s turnover has reduced that indicates towards the effective supply chain management. Interest cover ratio has increased that is not beneficial for the efficiency of the business over the period of time. 
Benefits and Limitations of Ratio Analysis
Benefits of ratio analyses:
Ratio analyses are effective tool that can be used to measure the financial performance of the business effectively (Dance and Imade, 2019).
Financial trends of the business can be measure through using ratio analyses.
Financial forecasting can be possible through using ratio analyses. 
Performance comparison can be possible through the help of the ratio analyses methods.
Organisations are able to improve the efficiency of the business by using ratio analyses.
Growth rate of the business can be identifying through the help of ratio analyses. 
Limitation of ratio analyses:
Inflation and economic changes has not been taken under consideration.
Ratio analyses mainly focus on the historical data and dies not provides futuristic value effectively (Kourtis et al. 2019).
It only shows the financial performance of the business, operational performance has not been taken under consideration. 
















Conclusion
It is concluded that there has an increasing trends capital efficiency of the business. On the other hand, reducing trends can be seen for the in the ratio analyses for the profitability and liquidity of the business. It is identified that current financial performance of the business is not appropriate from the perspective of the profitability, efficiency and liquidity of the business. This data also indicates that performance parameter of the hotel business is not up to the mark. Capital efficiency of the business can be verified through using ROCE ratio. It is seen that capital efficiency of the business has improved fir the business which can positively impact on the business performance.  Working capital turnover has also used to measure the liquidity position of the business effectively. Calculation shows that current ratio of the business was 2.29:1 and reduced top 2.00:1 in 2020. This data indicates that current liquidity position of the business has reduced which indicates to the capabilities of the firm to pay the short term obligation.
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