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[bookmark: _Toc95331070]Executive Summary
The report provides an analysis of the financial ratios and financial management of the hotel Jurys Inn to understand their profitability, liquidity and gearing ratio and how they will manage their regular activities and add value chain. The ratio analysis will provide an insight into the management of Jurys Inn hotel and other related parties like investors, creditors and governments to understand the financial condition of the hotel and how they can provide better service quality with efficient management despite some limitations of legal and variable factors. 
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[bookmark: _Toc95331071]Introduction 
Financial management is the process of money management activities like saving, spending and investing which helps the organisation to maximise its value and attain all kinds of objectives (Block, Hirt and Danielsen, 2018). In this report, the author will play the role of a financial manager and analyse the strategies that will help to achieve the long-term goal of the organisation. Jurys Inn is the selected hotel for this report and their ratio for the years 2019 and 2020 is analysed to summarise the trends analysis and describe the fluctuations in their role in financial statements analysis. The author will also provide suggestions and recommendations regarding the financial ratios and their implications for hotel management with better decision-making. 


[bookmark: _Toc95331072]Ratio analysis trends of Jurys Inn hotel for the years 2019 and 2020
Financial statement and their ratio analysis are one of the most important parts of assessing the company’s financial condition and what are the trends impacting its profitability factors. To analyse the financial ratios of the Jurys Inn hotel, the profitability, gearing and liquidity ratio has been analysed which is described below. 
[bookmark: _Toc95331073]Financial analysis trends
[bookmark: _Toc95331074]Profitability ratio 
The profitability ratio analysis measures the firm's proper use of assets and capital so that it can produce the proper amount of return and ensure solvency also for the future (Subalakshmi, Grahalakshmi and Manikandan, 2018). In this hotel, Jurys Inn has used the profitability ratio to measure the financial performance for the years 2019 and 2020. 
Gross profit ratio: The formula for gross profit ratio is, 
Gross profit ratio = Gross Margin / Net sales * 100
	Particulars
	2019
	2020

	Gross Margin
	2100
	1850

	Net sales
	6900
	7650

	Gross profit ratio
	(2100/6900) *100
=30.43%
	(1850/7650) *100
=24.18%


Table 1: Gross profit ratio (Source: Internet)
From the above table, it is seen that the gross profit ratio has declined from the year 2019 to the year 2020 by around 7%. This ratio measures how much the company is generating profit in terms of its revenue streams (Bionda and Mahdar, 2017). The gross margin of the Jurys Inn hotel has declined due to the year 2020 as the company has faced a sudden strike of lockdown of the coronavirus pandemic and eventually led to a reduction in the gross profit ratio of the hotel. The cost of goods, supplies and distribution services has become much more costly that led to the reduction in the gross margin ratio of Jurys Inn hotel (Guillet and Chu, 2021). 

Net profit ratio: The required formula is,
Net profit ratio = Net profit/Total revenue * 100
	Particulars
	2019
	2020

	Net profit
	623
	307

	Total  revenue
	9000
	9500

	Net profit ratio
	(623/9000) *100
=6.92%
	(307/9500) *100
=3.23%


Table 2: Net profit ratio (Source: Internet)
From the above table, the collected data from the annual report of Jurys Inn hotel shows that the profitability ratio of the hotel is gradually decreasing. As it is seen, the net profit of the year 2019 is comparatively higher but the revenue earnings are relatively lower than the year 2020. The reason behind this decrease in the ratio in the next year is decreased amount of net profit that has been created by the pandemic strike and they have to face many transaction, supply and raw material costs to continue their service during the pandemic situations. Moreover, increased costs of hygiene and safety measures are also decreasing the revenue and profit factors in the year 2020 (Guillet and Chu, 2021). 
[bookmark: _Toc95331075]Liquidity ratio 
The liquidity ratio is the measure of the financial stability of the company to pay off its short-term obligations and debt and current liabilities (Wijaya and Yudawisastra, 2019). In this hotel, Jurys Inn has used the liquidity ratio to measure the financial performance for the years 2019 and 2020.
Current ratio: The required formula is, 
Current ratio = Current Assets / Current Liabilities
	Particulars
	2019
	2020

	Current Assets
	1839
	2152

	Current Liabilities
	855
	888

	Current ratio
	(1839/855)
=2.15 Times
	(2152/888)
=2.42 Times


Table 3: Current Ratio (Source: Internet)
In the above table, the current ratio measures the hotel’s ability to pay their short-term and current liabilities to maintain daily life operations and service. The ratio of Jurys Inn hotel of current ratio is 2.15 Times and 2.42 Times in the years 2019 and 2020. Thus, the current ratio of the hotel is increasing which means that they are attaining more assets and working capital to manage their current liabilities and obligations. The acquisition idea and hotel portfolio have enabled the hotel to perform internationally in the country UK and Ireland. The portfolio management has helped the company to manage enough assets and this increased number of assets and machinery has helped the hotel maintain optimum working capital (Solihin, 2019). This optimum quantity of current assets has helped the company to have greater solvency and in turn, led to the increased current ratio of 2.42 Times in the year 2020. 


Quick ratio: The formula is, = (Cash + Accounts Receivables + Marketable Securities) / Current Liabilities.
	Particulars
	2019
	2020

	Cash
	490
	532

	Accounts Receivables
	649
	870

	Marketable Securities
	700
	750

	Quick Assets
	1839
	2152

	Current Liabilities
	850
	888

	Quick ratio
	(1839/850)
=2.16 Times
	(2152/888)
=2.42 Times


Table 4: Quick ratio (Source: Internet)
The quick ratio measures the company’s ability to pay off the obligations without inventory or other marketable securities assistance and in this table, the quick ratio has increased over time from the year 2019 to 2020. This ratio shows that the Jurys Inn hotel is having sound financial performance and possesses the competency to make sustainable growth in the future financial years (Rahayu and Hari, 2016). The liabilities have increased to the year 2020 by around 38 times which was due to an increase in the accounts payable and the accruals which eventually led to the increased quick ratio in the year 2020. 


[bookmark: _Toc95331076]Gearing ratio 
This ratio measures the level of interest the company can bear and explain its financial leverage of the company. The formula is, Gearing ratio = ((Debt /(Debt + Equity)).
	Particulars
	2019
	2020

	Debt
	150
	150

	Debt + Equity
	2534
	2864

	Gearing ratio
	(150/2534)*100=5.92%
	(150/2864)*100=5.22%


Table 5: Gearing ratio (Source: Internet)
In the above table, it is seen that the gearing ratio of the Jurys Inn hotel has decreased over time from 2019 to 2020. The ratio was comparatively high in the year 2019 when the Jurys Inn hotel has faced an economic shutdown due to the coronavirus pandemic and they have to face a huge amount of loss and were forced to use loans so that they can pay off the operational costs of the hotel in the pandemic situation (Guillet and Chu, 2021). But comparatively the gearing ratio has fallen and this somehow proves to be a positive vibe where the hotel is minimising their operational and other costs to maintain leverage and using the shareholders’ contribution to compete for the costs that occurred in the pandemic and after pandemic situations (Kiarie, Kirori and Wachira, 2019). 


[bookmark: _Toc95331077]Importance of financial ratio analysis for Jurys Inn hotel management 
The ratio analysis part of the financial statements of Jurys Inn hotel helps the management to understand the trends over time and make a comparison over time changes. They can estimate the budget plan and determine the trends that will help the hotel to operate its activities more effectively. The liquidity ratio and current assets and liability analysis will help the hotel to understand the liquidity position and solvency of the hotel so that it can manage its portfolio with other countries successfully. It also provides significant information to the financial parties or users through proper accounting and analysis that becomes helpful for the analysis of business performance (Siekelova et al., 2017). The management bodies and analysts of the hotel management can easily create plans and proper funding utilisation helps the hotel to manage its portfolio successfully. Their operation in other countries like Northern Ireland’s grouping project can become more successful with the best management of the financial sector. 
In the above, the profitability ratio is analysed of the Jurys Inn hotel that provides information that how efficiently the firm is producing profit or gross income by maintaining their expenses and other operational costs. Return on equity analysis helps the hotel management to understand how easily the hotel is generating a return and how much they are earning in every asset per dollar. Other margins like gross profit margin and net profit margin help the hotel to understand how quickly the hotel is generating profit from their service and sales in other activities (Anwar, Marliani and Gunawan, 2016). 
This ratio analysis knowledge also helps to analyse the business risk and financial risks of the hotel and to evaluate their future forecasting with the proper planning of the firm. Mainly, the overall strengths and weaknesses of the firm can be easily understood and the comparison over the trending years will make the company understand how much progress they have made so far. Moreover, the major use of this financial ratio analysis is that it helps to provide future forecasting and helps to make important decisions for future projects like the expansion of the service, groups and acquisition of hotels and restaurants by crossing the border (Andjelic and Vesic, 2017). 
[bookmark: _Toc95331078]
Benefits and limitations of ratio analysis 
Ratio analysis of financial statements helps the company to make comparisons and decision-making processes more effectively so that they can make future predictions easily. Their performance helps the stakeholders to understand how they are performing and how is the return on equity or profitability. The managerial bodies of Jurys Inn hotel can easily understand the strengths and weaknesses of the hotel by which they can easily undertake immediate actions and implement new practices to perform their future operations with their investors and stakeholders’ points of view. The collection of relevant data from the financial statements helps to reflect appropriate data and give a better understanding of the position of the company’s situation to the related parties like investors, creditors, shareholders, governments, analysts etc. This analysis also provides long-term profitability and overall solvency position that is one of the major concerns of the long term creditors, analysts and most importantly, the owner of the company (Mechler, 2016). This also helps to make proper decision making for the stakeholders and the shareholders so that they can make effective decisions for future expansion, growth and other credit decisions relating to supply chain and distribution channels. 
However, this ratio of financial statements also faces some limitations like proper information asymmetry, quality ratio analysis etc. and they face limitations while implementing those data in the business sector. The financial data only represents the historical data that do not help to take future decisions because these historical data are not reflecting the current condition or situation of the market. Different companies adopt different policies and regulations which also makes it difficult to compare trends in the hotel's performances. The shareholders make decisions based on this ratio where only one variable is considered (Li, 2019). In the real world, there are other variables like government policy, resource availability, economic conditions, etc. make an impact on the data analysis that are often ignored to making decisions and analysis. The shareholders and other internal parties systemically analyse the financial ratios and evaluate the funding and borrowing capacity of the company and compare whether these results create value the future expansions and projects and better service quality and offerings. The ability of the company to pay off its loans and obligations is measured by this which helps the investors to get an insight into the overall organisational future condition effectively with desirable operating efficiency and profitability (Andjelic and Vesic, 2017). 


[bookmark: _Toc95331079]Conclusion 
The report focuses on the financial statement analysis with the financial ratios and relevant interpretation to understand their impact on the management of the hotel industry. Jurys Inn hotel has used its yearly data for 2019 and 2020 to understand its profitability, liquidity and gearing ratio and measure its portfolio management and risk. In the first part, the financial ratio has been analysed and the interpretations have been described properly to understand the hotel’s current situation. Next, the importance of the financial ratio is described to enhance the operational efficiency and service quality compliance with safety measurements of the recent pandemic. Finally, the benefits and limitations of the financial ratio have been described and how these issues help the Jurys Inn hotel to make the decision according to relevant policies and measure the company’s succession factors. The internal and external parties’ benefits and how they are benefitted from the company’s statement analysis and proper data analysis are described briefly (Block, Hirt and Danielsen, 2018). 
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