Financial Management for the Hotel Industry


[bookmark: _Toc94621120]Executive summary
The purpose of this financial management report is to build up the proper interpretation of the ratio for Hotel holiday-Inn. The financial ratios are going to be interpreted because of this hotel's performance measurement. By that, also understand the financial performance as well as the non-financial performance of Hotel holiday-Inn. For analyzing the ratio, here is going to analyze three types of ratios. These three types of ratios are profitability ratio, liquidity ratio and the gearing ratios and these ratios are going to determine the economic performance of Hotel holiday-inn. In these two years performance are going to be evaluated and also is going to find out the benefits and limitations of the ratio analysis. By that, this entire report is going to be prepared.  





[bookmark: _Toc94621121]Introduction
Ratio analysis is one of the effective analysis that helps to identify the financial performance of a hospitality organization. A well-known and big hotel is Hotel holiday-inn. Because of the hotel's performance measurement, the financial ratios will be interpreted (Hicks, 2020). Understand both the financial and non-financial performance of the Hotel holiday-Inn as a result of this. Three sorts of ratios will be examined in order to analyze the ratio. Profitability ratios, liquidity ratios, and gearing ratios are the three sorts of ratios that will define the economic success of the Hotel holiday-inn (Zavadskas, 2018). During these two years, performance will be examined, as well as the benefits and limits of ratio analysis will be discovered.
[bookmark: _Toc94621122]Financial analysis
Ratio:
1. Gross profit ratio: 
Formula: Gross profits of Hotel holiday-inn /sales of Hotel holiday-inn * 100
In the year of 2019:
Here total gross profit is 5050 and in this time the amount of sales are 5500
So here: Gross profit ratio are
5050 / 5500 * 100
= 91.82% 
In the year of 2020:
Here total gross profit is 5150 and in this time the amount of sales are 6000
So here: Gross profit ratio are
5150 / 6000 * 100
= 85.93%
2. Net profit ratio:
Formula: Net profits of Hotel holiday-inn / sales of Hotel holiday-inn * 100
In the year of 2019:
Here total net profit is 4008 and in this time the amount of sales are 5500
So here: Gross profit ratio are
4008 / 5500 * 100
= 72.87%
In the year of 2020:
Here total net profit is 4073 and  in this time the amount of sales are 6000
So here: Gross profit ratio are
4073 / 6000 * 100
= 67.88%
3. ROCE
Formula: Hotel holiday-inn’s Net profits + interested loan of Hotel holiday-inn/ the amount total assets of Hotel holiday-inn less the current liabilities of this hotel * 100
In the year of 2019: 
Hotel holiday-inn’s Net profits is 4008, interested loan 20, the amount total assets of Hotel holiday-inn less the current liabilities of this hotel is 6226
4008 + 20 / 6226 * 100
= 4028 / 6226 *100
= 64.70% 
In the year of 2020: 
Hotel holiday-inn’s Net profits is 4073, interested loan 18, the amount total assets of Hotel holiday-inn less the current liabilities of this hotel is 6274
4073 + 18 / 6274 * 100
= 4091 / 6274 *100
= 65.21% 
4. Total assets turnover
Formula: 
The amount of sales / the amount total assets of Hotel holiday-inn less the current liabilities of this hotel 
In the year of 2019:
The amount of sales are 5500 and the amount total assets of Hotel holiday-inn less the current liabilities of this hotel are 
5500 / 6226
= .88 days
In the year of 2020:
The amount of sales are 6000 and the amount total assets of Hotel holiday-inn less the current liabilities of this hotel are 6274
6000 / 6274
= .96 days
5. Working capital turnover
Formula: The amount of sales / Net profit assets of Hotel holiday-inn
In the year of 2019:
The amount of sales are 5500 and in this time net profit assets are 1726
5500 / 1726                 = 3.19
In the year of 2020:
The amount of sales are 6000 and in this time net profit assets are 1624
6000 / 1624                  = 3.70
6. Current ratio
Formula: Hotel holiday-inn’s current asset / Hotel holiday-inn’s current liabilities
In the year of 2019:
Hotel holiday-inn’s current asset are 3065 and Hotel holiday-inn’s current liabilities are 1339
3065 / 1339                                = 2.29
In the year of 2020:
Hotel holiday-inn’s current asset are 3240 and Hotel holiday-inn’s current liabilities are 1616
3240 / 1616                                = 2.00
7. Quick ratio:
Formula: Hotel holiday-inn’s current asset – this organization’s inventory / Hotel holiday-inn’s current liabilities
In the year of 2019:
Hotel holiday-inn’s current asset are 3065, stocks are 1450 and Hotel holiday-inn’s current liabilities are 1339
3065 – 1450 / 1339
= 1615 / 1339
= 1.21
In the year of 2020:
Hotel holiday-inn’s current asset are 3240, stocks are 1420 and Hotel holiday-inn’s current liabilities are 1616
3240 – 1420 / 1616
= 1820 / 1616 
= 1.13
8. Debtor days
Formula: Hotel holiday-inn’s total debtors * 365 / Hotel holiday-inn’s total sales
In the year of 2019:
Hotel holiday-inn’s total debtors are 1600 and total sales are 5500
1600 * 365 / 5500               = 584000 / 5500                        = 106.18 days
In the year of 2020:
Hotel holiday-inn’s total debtors are 1800 and total sales are 6000
1800 * 365 / 6000                = 657000 / 6000                        = 109.50 days
9. Creditor days
Formula: Hotel holiday-inn’s total creditors * 365 / Hotel holiday-inn’s total purchase
In the year of 2019:
Hotel holiday-inn’s total creditors are 800 and total purchase are 500
800 * 365 / 5500                = 292000 / 500                        = 584 days
In the year of 2020:
Hotel holiday-inn’s total creditors are 870 and total purchases are 850
870 * 365 / 850                = 317550 / 850                        = 373.59 day
10. Debt days:
Formula: Current liabilities of Hotel holiday-inn + Hotel holiday-inn’s bank loan / Current assets of Hotel holiday-inn + fixed assets of Hotel holiday-inn
In the year of 2019:
Current liabilities of Hotel holiday-inn are 1339, Hotel holiday-inn’s bank loan are 150 & Current assets of Hotel holiday-inn are 3065 and fixed assets of Hotel holiday-inn are 4500
= 1489 / 7565                      = .20
In the year of 2020:
Current liabilities of Hotel holiday-inn are 1616, Hotel holiday-inn’s bank loan are 145 & Current assets of Hotel holiday-inn are 3240 and fixed assets of Hotel holiday-inn are 4650
= 1761 / 7890                     = .22
11. Interest cover:
Formula: Hotel holiday-inn’s net profit + this organization’s cash in hand / Hotel holiday-inn’s loan interest
In the year of 2019:
Hotel holiday-inn’s net profit are 4008, this organization’s cash in hand 5 and Hotel holiday-inn’s loan interest are 20
4008 + 5 / 20
= 4013 / 20                             = 200.65
In the year of 2020:
Hotel holiday-inn’s net profit are 4073, this organization’s cash in hand 5 and Hotel holiday-inn’s loan interest are 18
4073 + 5 / 18
= 4078 / 18                             = 226.55
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[bookmark: _Toc94621123]Trends of the financial analysis
In the year of 2019, the gross profit creates 91.82 but in the year of 2020, the gross profit creates 85.93 and that is meaning that within these two years 5.89 gross profit drops in Hotel holiday-inn. In the year of 2019, the net profit creates 72.87 but in the year of 2020, the net profit creates 67.88 and that is meaning that within these two years 4.99 net profit drops in Hotel holiday-inn (Hicks, 2020). In the year of 2019, the ROEC creates 64.70 but in the year of 2020, the ROCE creates 65.21 and that is meaning that within these two years .51 ROCE increase in Hotel holiday-inn. In the year of 2019, the total assets turnover ratio creates .88 but in the year of 2020, the total assets turnover creates .96 and that is meaning that within these two years (Mostafa, 2018) .08 total assets turnover ratio increase in Hotel holiday-inn. In the year of 2019, the working capital turnover creates 3.19 but in the year of 2020, the working capital turnover creates 3.70 and that is meaning that within these two years .51 working capital turnover increase in Hotel holiday-inn.
In the year of 2019, the current ratio creates 2.29 but in the year of 2020, the current ratio creates 2.00 and that is meaning that within these two years .29 current ratio decreases in Hotel holiday-inn. In the year of 2019, the quick ratio creates 1.21 but in the year of 2020, the quick ratio creates 1.13 and that is meaning that within these two years quick ratio .08 decreases in Hotel holiday-inn (Yanis, 2019). In the year of 2019, the debtor day creates 106.18 but in the year of 2020, the debtor day creates 109.50 and that is meaning that within these two years 3.32 current ratio increases in Hotel holiday-inn. In the year of 2019, the creditor day creates 584 days but in the year of 2020, the creditor day creates 373.59 days and that is meaning that within these two years 210.41 creditor ratio decreases in Hotel holiday-inn. In the year of 2019, the debt day creates .20 but in the year of 2020, the debt day creates (Hicks, 2020) .22 and that is meaning that within these two years .02 current ratio increases in Hotel holiday-inn. In the year of 2019, the interest cover creates 200.65 but in the year of 2020, the interest cover creates 226.55 and that is meaning that within these two years interest cover increase 25.90 in Hotel holiday-inn.
[bookmark: _Toc94621124]Profitability
The gross profit in 2019 is 91.82, while the gross profit in 2020 is 85.93, implying that the gross profit in Hotel holiday-inn has decreased by 5.89 in the last two years. In the year 2019, the net profit is 72.87, however at the year 2020, the net profit is 67.88, implying that the net profit in Hotel holiday-inn declines by 4.99 between the two years (Hicks, 2020). In the year 2019, the ROEC generates 64.70, however in the year 2020, the ROCE generates 65.21, implying that during these two years Hotel holiday-inn has seen a 51 percent growth in ROCE. In the year 2019, the total assets turnover ratio is.88, while in the year 2020, it is.96, implying that the total assets turnover ratio in Hotel holiday-inn has increased by.08 between these two years (Mostafa, 2018). In the year 2019, the working capital turnover is 3.19, while of the year 2020, it is 3.70, implying that the working capital turnover in Hotel holiday-inn increased by.51 over the two years.
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In the year 2019, the current ratio is 2.29, however at the year 2020, the current ratio is 2.00, implying that the current ratio in Hotel holiday-inn reduces by.29 in these two years. In the year 2019, the quick ratio is 1.21, however at the year 2020, it is 1.13, implying that the quick ratio in Hotel holiday-inn has decreased by.08 over the two years (Yanis, 2019). In the year 2019, the debtor day generates 106.18, however in the year 2020, the debtor day generates 109.50, implying a 3.32 current ratio growth in Hotel holiday-inn over the two years. The creditor day in 2019 generates 584 days, whereas the creditor day in 2020 creates 373.59 days, implying that the creditor ratio in Hotel holiday-inn reduces by 210.41 in these two years.
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Gearing
In the year 2019, the debt day generates.20, while in the year 2020, the debt day generates (Hicks, 2020).22, implying that the hotel holiday-current inn's ratio increased by.02 between the two years. In the year 2019, the interest cover is 200.65, while in the year 2020, the interest cover is 226.55, implying that the interest cover in Hotel holiday-inn has increased by 25.90 in these two years.
[bookmark: _Toc94621127]Ratio analysis’s benefits and limitations
Advantages of ratio analysis:
· Ratio analysis plays the most important part for building up the proper forecasting as well as the proper planning in the trend analysis.
· To compare two or more variables in Hotel holiday-inn, ratio analysis plays the most important part.
· For determining and comparing the liquidity position, profit margin position, gearing position, solvency position, ratio analysis plays the most effective role. 
· For estimating the budget of Hotel holiday-inn, ratio analysis is properly used.
· Ratio analysis helps to measure the proper and effective operating efficiency.
Disadvantages of ratio analysis:
· While applying the proper ratio analysis, lack of standard of comparison are noticed.
· Ratio analysis is focused on the underpinned by numbers all times.
· Ratio analysis all-time ignores the price level change and qualitative aspects. 
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The goal of this financial management report is to establish an appropriate ratio interpretation for the Hotel holiday-Inn. Because of the hotel's performance measurement, the financial ratios will be interpreted (Haralayya, 2021). Ratio analysis is correctly applied to estimate the budget of the Hotel holiday-inn. Ratio analysis is the most crucial aspect of comparing two or more variables in Hotel holiday-inn. The most significant aspect of trend analysis is ratio analysis, which is used to develop accurate forecasting and planning.
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