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Executive Summary
The whole report is made based on a hospitality firm named Jurys Inn. Here the financial measurement of this firm will be included in the report. There will be included the profitability ratio, the gearing ratio as well as liquidation ratio. Based on these ratios there will be also provided with the financial trends of these ratios. Moreover, the importance of understanding ratio analysis, as well as their fluctuations, will be provided too. Further, the pros and cons of taking decisions based on the ratio analysis will be also included in this report. At last, there will be provided with a conclusion. 
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Introduction
In the hospitality sector business firms need to take different sorts of decisions. In making decisions the firms use a wide range of decision-making tools. Among the different decision-making tools using ratio analysis is one of the common and easiest ones. Business firms can take financial decisions through the use of ratio analysis (Rybka and Vent, 2020). And among the different decision-making tools, the use of ratio analysis is considered cost-effective too. In this report, there will be provided information about the financial analysis of Jurys Inn which is a hospitality firm, there will provide the interpretation of the outputs from the financial analysis as well as the pros and cons of using analysis will be given too.  


Financial Analysis
Here is the calculation for the profitability ratio of Jurys Inn: 
	Gross profit ratio = Gross Profit Net Sales * 100

	For 2019 = 5,050 5500 * 100
= 91.82%
	For 2020 = 5,150 6000 * 100
= 85.83%

	Net profit ratio = Net Profit Net Sales * 100

	For 2019 = 4008 5500 * 100
= 72.87%
	For 2020 = 4073 6000 * 100
= 67.88%



Here is the calculation for the liquidity ratio of Jurys Inn:
	Current ratio = Current Asetsurrent Liability 

	For 2019 = 3065 1339 
= 2.3:1
	For 2020 = 32401616 = 2:1

	Acid Test ratio = Current Assets-InventoriesCurrent Liability

	Fo 2019 = 3065-1451339 
= 1.21:1
	For 2020 = 3240-14201616 
= 1.13:1



Here is the calculation for the gearing ratio of Jurys Inn:
	Gearing ratio = Total DebtTotal Assets 

	For 2019 = 1489 765 
= 19.68%
	For 2020 = 17617890 
= 22.32%

	Debt to Equity ratio = Total DebtShareholders'Equity

	For 2019 = 1489 2,068
= 0.72
	For 2020 = 17612,056
= 0.86



Financial Analysis Trends
Profitability
From the profitability ratio, it can be easily said Jurys Inn is doing well. Here the firm has produced 91.82% of gross profit in 2019 whereas it was 85.83% in the year 2020. Therefore, it can be also said that the firm has seen a reduction of the gross profit in one year. In terms of net profit ratio, the firm has produced 72.87% in the year 2019 and it was 67.88% in the year 2020. Here the firm has also faced the reduction too. Though the profit gained in the year 2020 is good enough to operate the business but it can be also seen that the profit is falling in both the gross profit and net profit. Therefore, the firm should take some measures to solve this fall in profit. 
Liquidity
From the current ratio and acid test ratio one can easily have an idea about the liquidation of that firm. Therefore, from analysing the current ratio and the acid test ratio the idea of liquidation can be gained from Jurys Inn. The standard current ratio is 2:1. Here the firm has maintained a balance of 2.3:1 in the year 202119 which is close to the standard current ratio. Therefore, it can be said that the firm has successfully maintained the current ratio in the year 2019. On the other hand, the firm has maintained a balance of 2:1 in the year 2020 which is perfectly matching with the standard mark of the current ratio. Therefore, it can be said that the firm has perfectly maintained the current ratio in the year 2020 and it is better than 2020.
In terms of the acid test ratio, the standard ratio is 1:1. Here the firm has maintained a balance of 1.21:1 in the year 2019 and 1.13:1 in the year 2020 which is close to the standard mark of acid test ratio. But in 2019, the ratio is a bit higher which may result in producing extra cash in the firm. On the other hand, in 2020, the ratio is not that high and therefore, the firm will not have to keep an extra amount unproductive. So, in 2020 the firm has used the acid test ratio more successfully. 
Gearing
In terms of the gearing ratio, the standard is set between 25%-50%. If the business firms can maintain a balance between 25%-50% gearing ratio then the business firms can successfully use its assets. Here in Jurys Inn, the firm has maintained 19.68% in 2019 and 22.32% in the year 2020. Therefore, it can be said that the firm has maintained a ratio in 2020. But in the year 2019, the firm has maintained a ratio that is close to the standard mark. 
In terms of the debt-equity ratio, the firm has managed to maintain 0.72 in 2019 and 0.86 in 2020. This means the firm has a debt of £0.72 it has equity of £1 in 2019 and when it has a debt of £0.86 it has equity of £1. Therefore, it can be said that the firm has collected more debt in 2020 and for this reason, the firm will be enjoying the tax facilities as debt-equity provide tax facilities. 
Knowledge from Ratio Analysis
There are several reasons behind analysing the ratio in hospitality firms including the Jurys Inn. It is necessary to compare different financial components to make a decision within a firm. If the analysis of the financial components cannot be done the business firms cannot make a proper decision. Therefore, it is necessary to make a comparison of different financial components. Here the ratio analysis of the financial components can help in generating ideas that will further support in comparing the components of the firm. In the given example of Jurys Inn, the financial components of the firm can be compared easily (Nwaoha and Onyewuenyi, 2021). From the comparison of these components, any sort of financial decision can be taken also. Here decision-makers can compare different financial components of the firm which has been presented in two different years. From the comparison, the decision makers can also drive ideas about the productivity of the firm in two different years. Therefore, in terms of comparing the financial components, an understanding of the ratio analysis is required. 
Moreover, to measure the performance trend the ratio analysis can help. Whether the business is doing well or not and the growth of the business is happening or not all sorts of information can be gained from the historical data analysis. Here the business analysts need to take the historical information of a business and need to analyse the ratio and by doing so the business firms can measure the trend too.  Here measuring the performance trend of a firm can help the decision maker in deciding whether to invest in the same project or to choose another project. Here another thing that the decision-makers need to calculate is the fluctuations of the data. If fluctuation of the business data is not measured well, making the decision will be tough for the business firms and this can also impact the profitability of the firm (Drury and Margolis, 2018). Therefore, measuring the ratio analysis and their fluctuation is required for better results. 
Benefits and Limitations of Ratio Analysis
In the hotel and tourism sector, business firms use ration analysis tools for decision making and some other operational perspectives. There are several pros and cons are related to the ratio analysis of the tourism and hospitality sector. In following some of the benefits as well as limitations of the use of ratio analysis have been provided-  
Benefits of Ratio Analysis
Easy to interpret: The results that come from the ratio analysis is quite easy to interpret. Here one can have an idea about a particular firm easily by interpreting the ratio analysis. Moreover, the investors can take easy decisions by interpreting the ratio analysis (Aven, 2019). Therefore, the accountants highly suggest these types of interpretations where the business firms have less time and require easy interpretations. So, the hospitality sector can use this analysis for producing an easy interpretation. 
Forecasting: Forecasting the financial operation through the use of ratio analysis is easy. Business firms operating in hospitality sectors can produce a financial forecast by using the ratio analysis. Here producing financial forecasting through the use of the ratio analysis is easy and business firms should use this tool for forecasting the financial situation of the firm.  
Calculating operational efficiency: Through the use of ratio analysis, the operation efficiency can be measured (Lee and Smith, 2021). Business firms operating in the hospitality sector can easily produce an idea regarding operational efficiency through the use of ratio analysis. Here the business firms can take the information of the operational activities from the financial report and can easily produce the knowledge regarding operational efficiency. Therefore, business firms do not require to work hard for producing information regarding operational efficiency. 
Acquiring liquidation position: From the liquidation or acid test analysis one can easily measure the liquidation situation of the business firms (Peterson and Fabozzi, 2020). Therefore, if the hospitality sector wants to make a decision through the use of liquidity situation of the firms, they can easily go for the ratio analysis as testing the liquidation situation of a particular firm requires information about current assets and liability of the firm which can be easily measured from the financial report of that particular firm. 
Calculation profitability: Calculation of the profitability is easy in ratio analysis. Here one can easily measure the profitability index of a hospitality firm by viewing the financial statement of that firm. Since measuring different profitability indexes does not require a lot of information, here having simple accounting knowledge one can identify the profitability index of a particular business firm. 
Easy to calculate: Among the different decision-making tools the ratio analysis is the easiest one. Here people can easily measure different things to make a decision. Such as measuring profitability, measuring liquidation and measuring gearing is easy in ratio analysis. 
Limitations of Ratio Analysis
Use of historical information: In ratio analysis, the accountants use historical information to produce forecasting. It cannot be guaranteed that the business firms will ensure the same sorts of operation and profitability and therefore, using historical information is risky (Ning and Huang, 2018). A business firm may do well in the previous years but the business firm will the same profit it cannot be guaranteed by the use of historical information. 
Limitations of financial reports: The ratio analysis fully depends on the financial reports of a particular business firm. Therefore, the limitations of the financial reports are also the limitations of ratio analysis. While making the financial reports business firms may encounter different sorts of issues and the financial reports may provide vague information. Therefore, the limitation of financial reports may interpret the ratio analysis with errors. 
Different price levels: Since the ratio analysis depends on the financial position of a firm, the changes in price levels can make difference in the interpretation of the financial position (Peterson and Fabozzi, 2020). Usually, the fixed assets of the hospitality firm are reported at the cost price in the financial position but while calculating the price of the fixed assets, it can be different from the cost price and this can lead to a wrong interpretation for the firm.  
Chances of confusion: If someone says the profitability of a particular firm is standard then it may provide a piece of vague information. For example, the profitability of the firm can be defined through the gross profit ratio, it can be defined through the operational profit ratio or the net profit ratio (Rybka and Vent, 2020). Since these kinds of interpretations are not clear enough, it can create confusion. 
Use of different accounting policies: While providing the interpretation regarding the business firms use different accounting policies. Here it can be seen that different accounting policies produce different numerical outcomes which is a major drawback of this method of making a decision in the hospitality or tourism sector.
Conclusion 
Since using the ratio analysis as a tool of decision making in the hospitality sector is easy and cost-effective, the business firms in the hospitality sector should be careful of using the information from the financial reports. Moreover, all the cons that can arrive should be eradicated as far as possible. If this can be done successfully, the business firms will be capable of producing a good decision through the use ratio analysis (Salehi and Fallah, 2019). In this report, there has been provided information about the financial analysis of Jurys Inn which is a hospitality firm, there will provide the interpretation of the outputs from the financial analysis as well as the pros and cons of using analysis will be given too.  














References 
Aven, T., 2019. On Different Types of Uncertainties in the Context of the Precautionary Principle. Risk Analysis, 31(10), pp.1515-1525.
Drury, E. and Margolis, R., 2018. The impact of different economic performance metrics on the perceived value of solar photovoltaics. Golden, CO: National Renewable Energy Laboratory.
Lakshmi, D., 2018. Performance Analysis of Four Different Types of Sorting Algorithms using Different Languages. International Journal of Trend in Scientific Research and Development, Volume-2(Issue-2), pp.535-541.
Lee, M. and Smith, 2021. Analysis of microarray gene expression data. Boston: Kluwer Academic.
Ning and Huang, H., 2018. Damping ratio analysis of tooth stability under various simulated degrees of vertical alveolar bone loss and different root types. BioMedical Engineering OnLine, 16(1).
Nwaoha, C. and Onyewuenyi, O., 2021. Process plant equipment operation, reliability, and control. Hoboken: Wiley.
Pagano, R., 2018. Understanding statistics in the behavioral sciences. Australia: Thomson Wadsworth.
Peterson Drake, P. and Fabozzi, F., 2019. Analysis of financial statements. Hoboken, N.J.: Wiley.
Peterson, P. and Fabozzi, F., 2020. Analysis of Financial Statements. Hoboken: John Wiley & Sons.
Rybka, A. and Vent, L., 2020. Analysis of strength ratio of different hop strings. Research in Agricultural Engineering, 58(No. 4), pp.148-154.
Salehi, A. and Fallah, S., 2019. Growth analysis and land equivalent ratio of fenugreek-buckwheat intercrops at different fertilizer types. Die Bodenkultur: Journal of Land Management, Food and Environment, 69(2), pp.105-119.

image1.png




image2.png




