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[bookmark: _Toc44854730]Introduction
In business financial analysis, through the assistance of the financial data is essential to manage the decision making processon behalf of investors, under this process stakeholder of the firm use different sorts of tools by which they arrange the liquidity funds to manage the financial operations(Steiner-Khamsi, et al., 2018). It is also asses that stakeholder makes the application of this procedure by which they able to examine the overall business financial position of the firm and make the future prediction. In this way, they get the proper opportunity to take the applicable decision for the purpose of the improvement. This report is based on the Gatsby Grange and this business firm is the  small chain of Boutique located Northern Ireland as well as the UK. In this report,financial analysis is representedwith the help of the ratio analysis which helps them to follow the key trend and make the appropriate decision in the hotel industry to achieve the sustainable growth in the market. 
[bookmark: _Toc44854731]Assessment of the financial information
[bookmark: _Toc44854732]Ratio calculation
In financial analysis, accounting ratios play a vital role to assess the current financial state or the strength of the business firm through their statement and other financial data(Eltaief, et al., 2019). In this way, stakeholders can positively take the applicable decision in regards to the business issues which is faced by them. Under the accounting ratio analysis process liquidity, profitability and leverage or gearing ratios are the essential ones which help to make the proper understanding of the situation. In order to assess the financial information related to the Gatsby Grange, the above ratios are applied.  
[image: ]
The advantage of applying the Liquidity ratio is that it reflects the strength of the business firm with respect to paying the liabilities as well as business debts(Gabric, 2018). From the analysis of the quick as well as the current it is asses that Gatsby Grange face the decline in performance the ratios are 1.13:1 and 2:1 in the financialyear of 2019, but in 2018 their ratios are 1.21:1 and 2.29:1 which present the better performance in comparison. This situation shows that the business firm faces the issues in relation to managing and clearing the debts of the business by assets liquidation process in business. Reduction in their net-working capital ratio also reflects,which is 28% to 26%, and it resulted in the company invested over the fixed assets in the business. 
Use of the Profitability ratio represents the profit earning over the expenditures which aredone on behalf of managing the business operation(Chalu & Lubawa, 2018). From the assessment of the ratio, it is asses that Gatsby Grange shows the fall of the Gross and Net Profit ratio by the rate of 6% and 5% respectively. It is also asses that their calculated Return over Capital Employed also enhance and enlarge by the percentof 1%, which show high marginal income over the assets. 
Analysis of the Gearing ratio represents the proportion of the debt as well as  the equity in the firm and enhancing the capital margin in the business(Hosaka, 2019). The analysis of this accounting ratio represents that the overall debt margin reduced by the 7.05% and 2.31% over the business equity and business assets in the year of 2019 and in 2018 their rate is 7.25% and 2.41%. Their equity for the purpose of assets margin is also going down 32.77% because of there  the presence of assets in their business. 
[bookmark: _Toc44854733]Discussion in regards to trends evaluated in the process of ratio analysis
In the ratio analysis trend represent the change or the fluctuation which take place in the financial performance of the business which takes place in between the two or more years(Khamis, et al., 2019). The assessment through the liquidity ratio analysis based on the information of Gatsby Grange it is asses that their business liabilities increased. The margin of the current assets also decreased from 2.29:1 in 2019 to the ratio of 2.005:1, and it also indicates the increase over the current liabilities in the business. The analysis in the trend of quick ratio it is asses a fall in which the quick ratio falls to 1.13:1 in 2019. This changing trend represents that hotel chain makes more financial investment such as marketable securities as well as inventories in the year 2019. According to the evaluate trend of the net-working capital ratio a fall is evaluated by the rate of 20% in the year of 2019, and this situation represents that business firm invests more capital in the fixed assets. 
Assessment of the Profitability ratio based on the Gatsby Grange information it is asses that increase of 1% of return on capital employed in 2019. This representsthat firm maintains the high marginal profit in the year 2019, and the value of profit is higher than their assets value estimation. The overall gross Profit ratio margin shows the overall decline by the rate of 6% in the comparison of 2018 valuation. This business trend represents that high margin in regards to the cost of goods sold in the financial year of 2019 and increased by ₤850,000. Their overall net profit increase by the rate of 5% in the margin of 73% in 2018. The reduction in this ration takes place due to the high marginal business expenditures in 2019, which is ₤1,077,000 in monetary value. 
Assessment of the gearing ratio of Gatsby Grange represents that adequate margin in regards to the debt in the hotel chain. In regards to this business capital equity slightly slow by the rate of 2019 and its value is ₤2,056,000 incomparison of ₤2,068,000, which is calculated for 2018. The trend takes place due to the decline in the debts equity as well as assets ratio, and it is calculated around 7.05% and 2.31% in 2019 and 7.25% and 2.41% in the year of 2018. This trend represents that high margin of business debt does not require by the firm. The overall equity to the assets ratio is also getting low 32.77% from 33.22%, and it represents the overall trend of finance from equity. 
[bookmark: _Toc44854734]Explanation of Liquidity,Profitability, and Gearing of the hotel chain
On the accordance of the trend which is calculated in liquidity ratio, it is asses that Gatsby Grange face the issues in respect of overcoming the short terms debts in the year of 2019. The reason for this issue is avoiding the liquidation of its assets within the same margin of 2018. On the other hand,the decision to foster the liquidated position through investing the fund in the marketable securities not work due to less amount of the investment in the other current assets. On the other hand working capital ratio represents the business focus over the fixed assets, which does not make any change over the business liquidate a position. 
In the business of Gatsby Grange, profitability ratio also reflects a reduction in the overall margin of business gross as well as the net profit which shows less income in 2019. The main reason for this significant problem is the high marginal operating expenses in the business in managing operation. In this situation, return over capital also increased because of the high margin in respect of fixed investment. 
The business Gearing ratio reflects that firm not able to achieve the high margin of long term business debts. In this situation business equity margin manage the required finance by which they able to manage the overall business finance in an effective way(Hosaka, 2019). Under this, they can make the arrangement of the finance through the help of equity margin in the business. 
[bookmark: _Toc44776663][bookmark: _Toc44854735]Identification whether ratios and their overall fluctuations arevital in Hotel management
The change and fluctuation in the ratios give the idea able to change, which occurs in the business financial statement of the firms(Williams Jr, et al., 2018). In this business,the firm can take the decisions in terms of the change investment and expansion decision in the business. In the situation of the Gatsby Grangefluctuated margin is asses in comparison of 2018. This is the reason it is important for them to take the reasonable decision in the context of the financial investment as well as future operational changes which is required to perform by them to make the better result and improvement in the overall financialsituation of the business without issues. Liquidity ratio analysis in the firm represents that the investment of the Gatsby Grange is more in their fixed assets in the business. In these aspects, it is becoming vital to the hotel chain for the determination of the business liquidate a position in future. In this, they can able to overcome all the debts in the business without any issues. 
The Changes which take place in the profitability ratio resulted that Gatsby Grange achieves the high margin in respect of the business expenditure in their production as well as operation centres. It also becomesimportant for the hotel chain to make the properunderstandingthat they have restricted the overflow of cash at the time of managingtheir overall business operations. This situation helps to make the applicable decision in the businessas their capital employed to achieve the increase by the rate of 1% and it representsthe importance of the utilizing business assets to achieve the high margin in the business. The change which takes place in the gearing ratio shows that the firm needs to decrease its debt margin in the business. The fluctuation which occurs in the equity to assets ratio represents more investment is required by which the overall procedure can be managed. 



	PROFIT AND LOSS ACCOUNT

	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	2018
	2019

	 
	 
	 
	£000
	£000
	£000
	£000

	 
	Sales
	 
	 
	5500
	 
	6000

	Less
	Cost of goods sold:
	 
	 
	 
	 
	 

	 
	Opening stock
	 
	750
	 
	900
	 

	 
	Purchases
	 
	500
	 
	850
	 

	Less 
	Closing Stock
	 
	800
	 
	900
	 

	 
	 
	 
	 
	450
	 
	850

	 
	Gross Profit
	 
	 
	5050
	 
	5150

	Less 
	Expenses
	 
	 
	 
	 
	 

	 
	Rent
	 
	200
	 
	225
	 

	 
	Rates
	 
	80
	 
	80
	 

	 
	Motor Expenses
	 
	90
	 
	90
	 

	 
	Advertising
	 
	75
	 
	88
	 

	 
	Light and Heat
	 
	72
	 
	98
	 

	 
	Depreciation
	 
	100
	 
	110
	 

	 
	Insurance
	 
	65
	 
	65
	 

	 
	Repairs
	 
	160
	 
	90
	 

	 
	Bad Debts
	 
	40
	 
	78
	 

	 
	Salaries
	 
	140
	 
	135
	 

	 
	Loan Interest
	 
	20
	 
	18
	 

	 
	 
	 
	 
	1042
	 
	1077

	 
	Net Profit for the Year
	 
	 
	4008
	 
	4073
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	2018
	
	2019
	

	
	
	
	£000
	£000
	£000
	£000

	Fixed Assets (at net book value) 
	4500
	
	4650

	Current Assets:
	
	
	
	
	

	
	Stocks
	
	1450
	
	1420
	

	
	Debtors
	
	1600
	
	1800
	

	
	Cash at Bank
	10
	
	15
	

	
	Cash in Hand
	5
	
	5
	

	
	
	
	
	3065
	
	3240

	Current Liabilities:
	
	
	
	
	

	
	Trade Creditors
	800
	
	870
	

	
	Accruals
	
	239
	
	246
	

	
	Bank Overdraft
	300
	
	500
	

	
	
	
	
	1339
	
	1616

	Net Current Assets(CA-CL)
	
	1726
	
	1624

	Total Assets Less Current Liabilities
	6226
	
	6274

	
	
	
	
	
	
	

	Long - Term Liabilities:
	
	
	
	

	
	Bank Loans
	
	150
	
	145

	
	
	
	
	6076
	
	6129

	Represented by:
	
	
	
	
	

	
	Capital
	
	
	2068
	
	2056

	
	Profit for the Year
	
	4008
	
	4073

	
	
	
	
	6076
	
	6129
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[bookmark: _Toc44854737]Benefits
The use of the ratio analysis process gives assistance in determining the validity of the investment as well as a finance-related decision which is managed by the business firm. It also consists of the financial information in regards to the comparative figures by which the financial comparison can be managed without issues(Williams Jr, et al., 2018). It also helps to support the business financial decision without issues. In the Tourism and Hotel Industry, these aspects are essential to assess the long term insolvency of the firm and avoid the negative-positive effects in rewards of the capital funding in the hospitality and the tourism operation in the business. It also asses the financial value of the firm in terms of the debts as well as a liquid investment which is done by the firm in their business. It also represents the significance of managing the long terms debts of the firm in regards tooperational expenditures. 
The process of ration analysis also helps to assess the issues such as the in the Tourism and Hotel Industry the main issues is the low invested capital which leads to significant issues and creates the problem. The overflow of cash, as well as high marginal operating expenditure, is also a problem which is solved through ratio analysis. 
Limitations
It only makes the consideration of the monetary as well as a financial value which create the assessment issues and the cover-up the financial aspects of the business firm(Gaikwad, 2018). In the situation of Hotel or Tourism Industry, this aspects only calculate the change which takes place in the financial aspects, not the overall improvement which is required in the operational procedures as well as other business financial heads. In the case of the Gatsby Grange, the ratio analysis process only considers the financial aspects which show the investment issues, but it does not focus over the operation as well as service infrastructure challenge which is needed to improve. It is also based on the historical information which may create issues and problem in the work process. 
[bookmark: _Toc44854738]Conclusion
The method of the ratio analysis is an important process through which the business firm can access the financial gaps in the business. From the ratio analysis of the Gatsby Grange, it is found that they make the only investment in the fixed assets instead of the other operation aswell as infrastructure. Based on the current trend,a business firm can makea positiveinvestment in the marketable securities and inventories by which they can able to maintain the financial balance and avoid the negative affect. They also face a decline in the quick business ratioto 2.005:1 and 1.13:1 in 2019 due to the investment issues as well as declining in the overall profitability. 
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