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1. [bookmark: _Toc95810012]Introduction
There are many advantages to using financial ratios to analyse financial data. Ratio analysis analyses spreadsheet data that enables you to see the connections between data points. Use this tool to find out if the company has too much debt or inventory. How timely do your customers make the payments? Moreover, Is the cost of running the company prohibitive? Examining all of a company's financial ties might help you determine the firm's financial strengths and shortcomings (Almani et al., 2020). Trying to keep track of these ratios over time makes it possible to acquire insight into an industry's operational efficiency. The following assignment focuses on the importance of ratio analysis in the hospitality sector. Using financial data and statements from Jurys Inn Company, we can get a deeper understanding of the company's finances.
2. [bookmark: _Toc95810013]Financial Analysis
Ratio Calculation: Profitability Ratio, Operating Ratio: 
This formula links these expenses and revenues from operations. The operating cost includes the money generated by activities and the expenses incurred to run them (Kim et al., 2020). These are the costs a business has to bear to run daily.[image: ]

Recall that the Operating Income Ratio (OIR) and the Operating Ratio (OR) are mutually supporting, so subtracting one from the other will yield a different OIR. In other words, the operating profit margin multiplied by the operating ratio comes to a total of one hundred (100).
The Operating Ratio must be calculated to assess a company's operational efficiency (Fridson et al., 2021). For example, a reduced operating ratio is preferred since it gives a more significant profit margin that may be used to meet non-operational expenses such as dividends and other commitments. When the Operating Ratio rises, the company is losing efficiency.



Explanation:
[image: ]
The operational ratio in 2019 is more significant than it was in 2010. The optimal operating ratio ranges from 50% to 80%. However, the operational costs are meager in both circumstances. While this is excellent for the corporation, it is also optimistic.

Return on Investment: The phrase "Return on Investment" is used to describe the relationship between revenue (before interest and taxes) and capital employed. Depending on the circumstances, a company's actions must yield either profit or loss (Largary et al., 2020).
Profit or loss in the company is derived from the money or resources supplied by the shareholders (equity holders) and from debts incurred by the company. The Liabilities Framework or the Assets Technique can compute Investment Employed (Kim et al., 2020). Regardless of the technique we use, we must consider that the amount of capital we will need is the same. As a result, the capital employed is equal to (Total Asset - Current Liabilities).[image: ] In this case, the calculated rate of return is deemed excessive. Over 7 percent is generally considered a respectable level. However, the outcome here is suspiciously high.

Liquidity Ratio
Quick Ratio: It is a financial ratio related to both current assets and liabilities. Whether there is sufficient short-term money available to cover down current liabilities is determined by this calculation (Power, 2019).
Because of this, it outperforms the Current Ratio. A fast asset includes both cash and near-cash holdings. The calculation excludes inventory since it cannot be easily redeemed. Prepaid expenses, paid upfront and cannot be converted to cash, are also eliminated from the calculation. One to one is the best Quick Ratio or Acid-test Ratio (Purnomo, 2018).
[image: ]
Due to a lack of inventory and prepaid expenses information, it is impossible to calculate the quick ratio in the provided balance sheet document.
Cash Ratio: It is a tool for evaluating its overall liquidity. Using the company's cash and bank accounts and investment holdings determine if the company's existing liabilities can be fully paid (Yeo, 2021).
There is no guarantee that inventory or debts will be collected; hence they are not included in the computation.
[image: ]

The ideal cash-to-equity ratio is somewhere between 0.5 and 1. In the preceding case, the cash ratio was 0.89 in 2020, whereas it was more significant than one in 2019. It indicates that the corporation can resolve its liabilities only via the use of both cash and bank balances and its shares. The debentures do not need to be held.
Gearing Ratio
Equity Ratio: As a fraction of the total funds invested in the firm, it shows the owner's financial position (Fridson et al., 2021). The less risk there is, the higher the equity ratio.
[image: ]
[image: ]
The ideal equity ratio is a 50/50 split. Both of these percentages are well below the 50% mark. It is a little lower this year.
Debt to Equity Ratio: A particular year determines how much loan money will be used to invest in inequities. It is a measure of the company's financial strength. This ratio serves as a guide for management when deciding on capital structure determinants.
Large Debt-Equity Ratios indicate lenders' vulnerability, whereas small Debt-Equity Ratios indicate borrowers have a substantial safety net (Schmidgall et al., 2021). The calculation of Shareholder's Equity is based on the value of the company's common and preferred stock and post-accrued profits but excludes the value of the company's imaginary assets.

[image: ]
In this case, the debt-to-equity ratio exceeds 1, although the ideal range is between 2 and 2.5. That is why they have to take a closer look at things.
Financial Analysis Trends
Profitability:
Jurys Inn's profitability ratios for 2019 and 2020 are shown below. Compared to 2019, 2020 appears to be somewhat underperforming.
[image: ]
Liquidity:
The following graph illustrates how 2020 is expected to be a poor year for fund management in general. The jury's lodging firm must be aware of this.
[image: ]

Gearing:
This data implies that the firm is borrowing more money from a third party to fund its expenses, suggesting that the company has developed the ability to pay interest.
[image: ]
3. [bookmark: _Toc95810014]Knowledge from Ratio Analysis
Ratio analysis is the sole method to gauge a company's financial success (Yeo, 2021). Financial information users can evaluate the financial sustainability of various businesses by simply performing a single computation on the financial statements, income statements, or cash flow statements. This included profit, productivity, flexibility, and leveraging, to name a few.
Powered by (2019). Strategic and long viability and profitability are determined by revenue, cash flow management, effectiveness, and debt management. This duty falls squarely on the shoulders of the company's investors, creditors/lenders, and shareholders.
While ratios are an essential tool in the management of a firm, their limitations must be considered. Ratios are a great example of this, which is used to evaluate how frequently a corporation modifies its books to enhance its numbers. In addition, the ratios will not account for the effects of inflation (Ehiedu, 2018). Because of this, they are erroneous because they are based on past expenditures and therefore do not consider price changes over time. Consequently. If you look at the ratio analysis of a corporation, you will see that it just looks at quantitative aspects and not qualitative ones. Because the ratios are primarily concerned about the financial side, they ignore the qualitative components. There is no commonly used measure for the ratios, which implies that various organisations may use several methods to calculate the ratios. Some firms' current liabilities do not include bank draughts as examples of current obligations; nevertheless, other companies include bank draughts as examples of current liabilities (Edmister, 2019). In other words, ratio studies are not meant to be a purpose in and of itself or to fix a company's financial issues. However, this highlights the problem rather than working toward a solution. Many industries use average annual (or standard) ratio calculations. To see how their business stacks up against others in the same industry, business owners might look into average industry ratios (Kothari et al., 2018). Making the comparison here may be helpful. This has contributed to the growth of yet another method for assessing an organisation's strengths and shortcomings.
4. [bookmark: _Toc95810015]Benefits and Limitations of Ratio Analysis
Ratio analysis will evaluate financial metrics like liquidity, productivity, and total debt, among others. There are various benefits and drawbacks to employing ratio analysis, and also new methods and concepts are being developed to make it more effective in the actual world (Largay et al., 2020). This session will focus on these issues along with their practical relevance.
The proper application of ratio studies can highlight an organisation's multiple issues and strengths. The use of ratio analysis will help you focus your management team's attention on the various issues to be addressed. Aside from that, the use of ratio analysis can help examine the firm's financial and investment decisions, as well as its decision making (Power, 2019). Since the financial report is split into a sequence of data points, the ratio test enables the comparing of financial information to be accomplished quickly and easily. As a result of the workplace, the administration has indeed been able to make better financial decisions.
Moreover, using ratios makes complex financial information easier to understand, which is an advantage. The use of accounting ratios can also be used to measure a corporation's overall efficiency. The significance of this information will be judged by whether or not the company used its resources effectively and earned income (Almani, 2020). Furthermore, it is possible to compare an organisation's long-term success with the record of other organisations using ratio analysis, which enables this type of comparison.
An operating cash flow and long-term viability are critical elements to examine. Two significant activities for which ratios are used include comparing a firm's overall performance and determining whether or not its sources of finance are sufficient to sustain its present and future operations (Mills and Yamamura, 1998). Since this is one of the profitability scalability ratios, it is expected that revenues will grow at the same rate as total costs and inflation in the future. Another indicator of profitability is the company's dependence on a particular source of revenue for profit (Fridson et al., 2021). In conjunction with corporate financing objectives, sustainability ratios can be used to analyse long- and short-term trends, which can be augmented with a range of additional assessments. Using these funds, it is possible to reduce the organisation's reliance on external financing while also increasing its independence.
Use the following formula to compute the Operating Self-Sufficiency Ratio: Total Business Income divided by Net Business Expenses The firm uses the ratio to show how dependent it is on financial assistance compared to other funding sources (Kim et al., 2020). The ratio is used to determine a firm's profit after deducting all indirect costs from the total in the actual world.

5. [bookmark: _Toc95810016]Conclusion
Financial metrics may not be all that significant when it comes to the day-to-day running of a business. Ratios are only statistically significant when they are derived from accurate financial data. Ratios can only be calculated if they are based on data that can be trusted. Since these ratios are expected to remain consistent throughout time, consistency is also an issue to keep in mind. When it comes to financial data, the capacity to draw direct comparisons has a significant impact. To compare internal goals and criteria, ratios must be used to compare. When comparing organisations, ratios must be used. They. Comparing and analysing the performance of firms in the same sector may be done using the ratios of such companies. In today's world, financial ratios are employed in a wide variety of ways and concepts.
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