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Introduction
In the market, businesses operate in competitive industries; thus, calling for sound decisions. For the company to remain competitive in the industry, different factors need to be evaluated. Business always prepares financial statements annually to aid in determining the overall performance. However, the financial statements are believed to be inadequate in providing useful information on the company's performance to third parties such as investors, government, and employees. Therefore, in providing a better understanding, it is advisable to carry out a financial statement analysis. According to Sutopo et al. (2018), the financial statement analysis refers to the process through which a company's financial statements are evaluated and analyzed to understand the overall risk and profitability (2). The financial statement analysis is always about the ratio analysis. Similarly, in understanding Jurys Inn's overall performance, it is vital to carry out a ratio analysis. This report seeks to provide a critical evaluation of Jurys Inn’s performance by determining its profitability, liquidity, and gearing ratios. 
Profitability ratios
According to Morales Díaz and Zamora Ramírez (2018), profitability ratios refer to the financial metrics that help in determining the company's ability to generate profits from its operations (67). Generally, the profitability ratios help in determining the company's efficiency in generating profits from its assets and inventory. In determining the company's profitability, it is advisable to conduct gross margin ratio, profits margin, return on asset, or return on equity. Overall, the profitability ratios help in determining the company's efficiency in generating profits and improving the shareholder's value. In all the profitability ratios, it can be established that the higher the profitability ratios, the more favorable the business. In other words, a higher profitability level implies that the business is more efficient in generating profits and improving the shareholder's value. 
a. Gross profits margin ratios
Gross profits margin ratios refer to the accounting metrics that help in measuring the company's ability to generate profits from its inventory. In other words, the gross margin ratio helps in determining the performance percentage after deduction of the Cost of Goods sold—generally, the higher the gross profit margin, the better the business. According to Sanad and Al-Sartawi (2021), a company is believed to have a healthy gross margin if the ratios range between 50% to 70% (412). For the Jurys Inn, the gross profit margin is as follows; 





Analysis and implication 
From the above calculation, it can be established that the Jurys Inn gross profit margin ratio in 2019 and 2020 was 91.81% and 85.83%, respectively. This implies a decline in the gross profit margin. However, it can be established that the gross margin ratio exceeds the healthy mark. From this perspective, Jurys Inn is believed to be perfectly performing, but its efficiency declined in 2020. Determining the gross margin ratio fluctuation is vital since it helps in determining where the business should improve. According to Hasanaj and Kuqi (2019), a firm's gross margin decline could be as a result of the increasingly higher cost of goods sold (24). Like other businesses, the suppliers focus on increasing their revenue and margin; therefore, the cost of producing goods could go up. The company’s failure to control the cost of goods could lead to a higher cost of goods sold; reducing the gross profit. For Jurys Inn, the decline in the Gross profit margin results from the increase in the cost of goods sold. For instance, in 2019, the cost of goods sold was $450, 000 and in 2020, it increased to $900,000. This implies that the COGS increased at a relatively higher rate compared to the revenue generated. Overall, through the gross margin ratio analysis, Jurys Inn management has understood that its COGS are increased at a higher rate; therefore, they need to negotiate with their suppliers or increase their sales rate. Lastly, with a healthy gross margin, Jurys Inn is capable of paying for its operating and other expenditures during operation. 
b. Net profit margin
According to Hasanaj and Kuqi (2019), the net profit margin ratios help in measuring the percentage of the income which remains for the company after paying its expenses (27). Generally, the higher the net profit margin ratio, the better the business performance in the industry. A study conducted by Husain and Sunardi (2020) indicated that the general rule of thumb accepts that 10% ratio as the ideal net profit margin ratio (15). Further, any ratio above 20 % is believed to be high, and ratios below 5% are believed to be below. 






Analysis and implication 
From the above calculations, it can be established that there is a decline in the net profit margin from 72.87% in 2019 to 67.88% in 2020. The decline signals that the company's ability to settle its expenses is lowered over the period. Generally, looking closely at the 2019 and 2020 ratios, it can be concluded that even though the Jurys Inn capability is settling its expenses has declined, the company is high performing. From the high net profit margin, it can be concluded that Jurys Inn is more efficient in converting its revenues into actual profits. The net profit margin ratio helps the Jurys Inn management to understand the areas of improvement to improve the company's efficiency. According to Haralayya (2021) company's net profit margin could be increased through an increase in revenue which is achieved either through increasing the number of goods sold or increasing the prices of the products (177). In improving Jurys Inn's effectiveness, the management should consider either increasing the product prices or increasing the number of sales. Again, in improving the net profit margin ratio, Jurys Inn management should consider reducing its expenses and cost. For instance, it should source relatively affordable raw materials and minimize other expenses costs. 
c. Return on assets (ROA)
Return on assets (ROA) refers to the profitability metrics that help in determining the company's abilities in generating income through the use of the available assets. In other words, it implies the company's effectiveness in utilizing the assets to generate profit. As per,.., the ROA plays a vital role, especially on the investors and business management team, since it helps in determining how the company can utilize the investment to generate profits. In the market, a company is believed to have a good ROA when it is 5%. On the other side, ROA is believed to be great with it 20% and above. Generally, an increase in ROA implies that the company is becoming more effective in generating its profits through the invested assets. 
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Analysis and implication 
Based on the above analysis, it can be established that Jurys Inn has generated a ROA of 52.71% in 2020. The generated ROA signal a positive performance for Jurys Inn on handling the investment of its assets to generate income. The Jurys Inn ROA is above the average, and it indicates great management of the company's resources to generate income. Even though the company is fairly performing, it is possible for Jurys Inn to improve its ROA. For instance, it should focus on boosting its revenues net profits and increasing its asset efficiency. 
Liquidity ratios
According to Baraja and Yosya (2019), liquidity ratios refer to the financial metrics that help in determining the company's ability to meet its obligations through the use of the available resources (5). A company is believed to fairly perform in the industry only if it is capable of meeting its obligating; therefore, the higher the liquidity ratios, the better the business performance. In determining Jurys Inn's ability to settle its obligation through the use of available resources, the current ratio and quick ratio analysis was evaluated.
a. Current ratio
The current ratio is defined as a type of liquidity ratio that helps in determining the abilities of the company to settle its short-term obligations using the current assets. According to Hasanaj and Kuqi (2019), the current ratio plays a vital role, especially to the creditors and the investors, since it helps in evaluating the company's liquidity status (22). Generally, a company with a current ratio that is greater than one implies that the company is capable of paying its current liabilities using the available current assets. Generally, the higher the current ratio, the better the business; however, the most acceptable current ratio ranges between 1.5 to 3. Below is Jurys Inn's current ratio. 





Analysis and implication 
Based on the above calculations, it can be established that Jurys Inn's current ratio declined from 2.29 in 2019 to 2.00 in 2020. This implies that the company's ability to settle its current obligations using the current assets is slowly declining. Despite the decline, it can be established that Jurys Inn is average performing since the ratios are within the acceptable ranges. In improving the current ratio, Jurys Inn should focus on paying off its liabilities such as the trade creditors, accruals, and bank overdraft. 

b. Quick ratio/ Acid test ratio
The quick ratio refers to a type of liquidity ratio that helps in measuring the company's ability to settle its short-term obligation using the quickest available assets. According to Madushanka and Jathurika (2018), the quick assets include all other current assets except the inventory and prepaid expenses (159). Often, the quick ratio is known as the acid test ratio since it shows the company's ability to convert its assets to cash and pay its short-term obligation. Overall, the higher the quick ratio, the better the company's performance. The Jurys Inn's quick ratio is as follows; 







Analysis and implication 
From the above calculations, it can be established that Jurys Inn's quick ratio is greater than one in both 2019 and 2020; thus, implying that it is possible for Jurys Inn to settle its short-term obligations using the quick assets. A decline in the quick ratio is a bad signal to the investors and creditors since it implies that the company's capabilities are continuously declining (Haralayya 2021, p175). Therefore, it is vital for Jurys Inn management to consider reducing its liabilities by settling the account payable, accrual and overdrafts.
Gearing ratios
Gearing ratios are defined as the financial metrics that help in measuring the company's financial leverage. According to Baraja and Yosya (2019), the gearing ratios help in determining the source of financing for the business, which is either financed through debt or equity financing. Gearing ratios are also known as solvency ratios (5). Overall, the gearing ratio determines the company's ability to set its long-term obligations using the available assets. In determining the long-term sustainability for Jurys Inn, the equity ratio and debt ratio were calculated. 
a. Equity ratio
 The equity ratio refers to financial metrics that help in measuring the company's ability to generate income using the owner's equity. According to Subalakshmi and Manikandan (2018), the key objective of the equity ratio is to measure the company’s solvency and sustainability (702). For instance, through the equity ratio, we are able to determine if the company could pay its liabilities using equity. Again, it determines if most of the assets are financed by debt or owner equity. The equity ratio is calculated as follows;





Analysis and implication 
According to McCosker (2021), the higher the equity ratio, the more favorable the business. From the above calculations, it can be established that the Jurys Inn equity ratio has declined from 0.27 in 2019 to 0.26 in 2020. A decline in the equity ratio implies that Jurys Inn is slightly shifting in financing its operations to the use of debt financing. An ideal equity ratio is always believed to be 0.5 since it signals that half of the business is financed by shareholders. However, for Jurys Inn, the equity ratio is less than 50%; therefore, it can be concluded that the management needs to improve the ownership by clearing the liabilities. 
Benefits and limitations of financial ratios
Benefits
The ratio analysis technique is believed to be a vital tool in determining the business performance against the competitors and industry performance through quantitative data analysis. In the hotel industry, ratio analysis plays a vital role in depicting the true picture of the company. For instance, through ratio analysis, the company is able to determine its efficiency and its performance in comparison to industry and other competitors; thus, influencing sound decisions. (Jan 2019). The profitability ratios help the business in determining its efficiency in generating profits, while liquidity ratios determine the company's ability to settle its short-term obligation using current assets (Pant, 2018). Lastly, the solvency ratio helps in determining the company's sustainability and ability to settle obligations using assets. Again, financial ratio analysis helps the hotel industry in estimating the possible trends on the hotel industry firms; thus, making it to forecast and plan for the future. For example, during the quarter analysis, it is possible to understand the peak period for tourism depending on the tourists. Therefore, it helps hotel and tourism firms to plan effectively to avoid any loopholes. 
Limitations 
Despite the benefits, the financial ratios are characterized by numerous limitations. For instance, all the financial ratio analyses are always based on historical data in analyzing a company's performance. This approach is believed to be inconsistent since the majority of the users prefer current and future information. Again, the financial statements are complicated and included by hypotheses; thus, making it difficult to compare the ratios for different companies since no standard pattern has been used (Jan 2019). Lastly, in the hotel industry, different firms are working in different environments; therefore, the performance of the business is influenced by other factors such as regulation and market structure; thus, making it difficult to compare companies in the same industry. 
Conclusion
From the above discussion, it can be concluded that Jurys Inn has been fairly performing in the hotel and tourism industry. From the provided financial information, it can be concluded that 2019 was a better year for Jurys Inn compared to 2020. This could be a result of the COVID-19 emergency, which hardly hit the hotel and tourism industry. Despite the declined performance in 2020, Jurys Inn is performing above average. 
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