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Executive Summary

The ultimate goal of this report for the Chief Executive for understanding and comparison with other competitors in the same hospitality market segment. This report will help to make a quick decision to get a visible improvement. It will also show the weakness and strength in details with ratio calculation and drive the company towards sustainable development. The report has been depicted on profitability, liquidity and gearing ratios in a dynamic way to indicate where the company needs to focus to become mere profitable and sustainable organization. The ratio analysing in 2 years period of 2019 & 2020 were the best way to understand for the financial manager to demonstrate and making the right policy for the company.  
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(Jurys Inn, Edinburgh, UK)
Introduction
Jurys Inn, is a hotel group operating across the UK and Ireland and the member of the Leonardo Hotel Group. William Jury has founded this company in 1881 headquarters in Dublin, Ireland. The company operates 42 hotels in UK and Ireland in total and over 7500 rooms and working about 4000 employees. 
From the balance sheet and profit and loss account, it has been demonstrated the ratio analysis in this report on the data basis of year 2019 and 2020 towards the Chief Executive. It will also address the profitability, liquidity and gearing ratios and helps to understand the consistency regarding the competitors. As a hospitality manager, it is very essential to understand the company’s up-to-date financial movement in order to establish a well known and stable company for the customers, investors and outsiders. The comparison of consecutive 2 years performance indicates the company is moving on the right track or not. 
According to Francis (1979), the profit and loss account gives the detail income and total expenditure over one year period of time, it also shows the company is making profit or loss.
 “The balance sheet gives the details of current assets and liabilities and how much capital has invested by the owner” Balance sheet and profit and loss account (1936).    
According to Iqbal (2016), customer satisfaction and loyalty depends upon the company’s financial stability.  
Financial Analysis of Jurys Inn (2019 & 2020):

Formula	Ratio	2019	2020
Gross profits/Sales x 100	Gross profit	5050/5500x100=92%	5150/6000x100=86%
Net profits of the year/Sales x100	Net profit	4008/5500x100=73%	4073/6000x100=68%
Net profits of the year + Loan interest / Total assets less current liability x100		ROCE		4008+20/6226x100=65%	4073+18/6274x100=65%
Sales/Total assets less current liability	Total assets turnover	5500/6226=0.88	6000/6274=0.96
Sales/ Net current assets	Working capital turnover	5500/1726=3.19	6000/1624=3.7
Current assets total/Current liabilities total	Current ratio	3065/1339=2.29	3240/1616=2.00
Current assets total – stock / Current liabilities total	Quick ratio	3065-1450/1339=1.21	3240-1420/1616=1.13
Debtors x 365 days of the year / Sales	Debtor days	1600x365/5500=106.18 days	1800x365/6000=109.5 days
Trade creditors x 365 days /Purchases	Creditor days	800x 365/500=584 days	870x 365/850=373.59 days
(Total current liabilities +Bank loan )( Total current assets + Fixed assets ) answers divided by one another	Debt days	(1339+150)/(3065+4500)=	1489/7565=0.20 day		(1616+145)/(3240+4650)=	1761/7890=0.22 day
Net profit of the year + Cash in hand / Loan interest 	Interest cover	4008+5/20=200.65	4073+5/18=226.55

Figure: 2


Financial Analysis Trends
Profitability
According to Jenkinson (1984), profitability ratio is all about the company is generating profits from its sales by proper utilizing the current assets and capital. It also indicates how efficiently the company is running, growing and creating value for shareholders. 
The company Jurys Inn, the common 5 profitability ratios are as follows: (1) Gross profit margin has decreased from 92% to 86% in 2020, though sales was high £500. Analysing profit and loss account, gross profit margin has declined because high operational cost in 2020, increase depreciation, advertising cost was high, closing stocks was high, supplier increase the price of the products, high opening stocks etc. (2) Net profit margin has also declined from 73% to 68% in 2020, that’s mean the company is making lass money per pound of sales, it has increased bad debts, rent has gone up, it could be the competitor enter the market etc. (3) ROCE ratio in 2019 & 2020 were same, which means the company is consistently generating profit by proper utilizing its capital and assets over the 2 years period. (4) The Asset turnover increased 0.8 in 2020, that means the company has generated more sales rather than 2019 which reflects in profit and loss account. (5) The Working capital turnover in 2020 has also increase by 0.51, that means the company is performing well by generating more sales, paying off current liabilities and proper way of utilizing its assets. 
Liquidity
(Liquidity ratios: сash ratio, current ratio, etc., 2022) “it measures the company’s performance and ability to pay debt, loan interests, utility bills etc.” 
The calculation of liquidity ratio focuses the company has adequate liquid asset of cash to handle its expenses and pay off current and long-term debt. There are three ways to calculate liquidity ratios, (1) Current ratio 2.29 to 2.00 in 2020, which has decreased 0.29. But in a standard ratio should be minimum 1 or above, which is good sign of financial operation. (2) Quick ratio also decreased from 1.21 to 1.13 in the year 2020. (3) Debtor days increased 3.32 days in 2020, that means less capital in hand rather than the year 2019. 

Gearing

(Bull, 2008) “Gearing ratio is all about the company borrowing money from banks, it is related to the capital, liabilities etc. Borrowing money can increase the financial growth of the company.”
Jurys Inn, the gearing ratio has depicted in 2 different ways (1) Debt days increase 0.02 days represents the confident and consistency and (2) Interest cover has increased 25.90 in 2020, it means the higher interest cover ratio is better and healthy financial situation to mitigate its debt and interests. 

Knowledge from Ratio Analysis

Ratio analysis is very important while comparing the company’s competitors, it also indicates how the company is performing by generating revenue and making profit deducting all expenses, it also determines the company is viable or not for the investors etc. In a word, it can be said the strengths of the company, identifying the weakness, company’s opportunities and threats ahead. 
(Helfert and Helfert, 2001) “the evaluation of a company’s ratio analysis in order to assess the company’s worth and its ability to meet the current liabilities within a certain period of time and the company’s prospect for the future.” 
Benefits and Limitations of Ratio Analysis
(Advantages and Disadvantages of Ratio Analysis - What is Ratio Analysis?, 2022) “ratio analysis give a clear forecasting and keep planning towards the company’s desired goal, right and professional way of predict for the investors to make more investments, also indicate how the company is handling with the current assets, liquidity, stability and more profitability.” 
Ratio analysis could easily identify the inefficiency and solve the problem immediately. It helps the company CEO to identify the problems, make a quick decision and resolve those as soon as possible. 
(Analysis, 2022) “Ratio analysis is not giving the current data, it always gives past financial activities, it does not count the external factors such as global recession or pandemic, the company’s background is not looking during calculation”. 

Conclusion 

The ratio analysis of the hospitality company Jurys Inn demonstrating the report shows that in 2020 the company had increased sales to growing up the business and building more confident to the customers and investors and also paying its liabilities on time. Though the company has more closing stocks in 2020, but the Return on Capital Employment (ROCE) ratio has become same 65% in both years, that means this company is in good financial position and more reliable for the investors to make more investment. The shareholder can get more profits from this company. The gross profit in 2020 has decreased 6% due to increase expenses, but the company has performed very well. The liquidity ratio in 2020 has decreased very little portion, it means current liability has increased. But there is nothing problem of paying short-term and long-term obligations. The gearing ratio in 2020 has decreased because the owner’s equity or capital and loan capital has decreased, as a result the company has less debt rather than 2019, Which is the good indication because higher the portion of gearing ratio, higher the risk. For the future, the company needs to focus on reducing operational costs and overstocks, keep on eye of depreciation and competitors activities, keep negotiation with suppliers in order to strengthening and generating revenue. 
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