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Executive Summary
The purpose of this report is to analyse the trends regarding financial data within the business that is Jurys Inn. It is an analysis into the ratios which have been obtained via the financial statements available and an explanation of the fluctuations that have occurred.
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Introduction
The analysis of financial statements allows for the creation of accounting ratios. These ratios can be utilised to compare performance with historical data within the company. It also allows relevant stakeholders such as directors and senior management accountants to benchmark their performance against other competitors in the same sector. There are three different types of ratios, profitability, liquidity and gearing,
Financial Analysis Trends
Profitability
Discuss the trends seen in the profitability ratios
The business’ profitability ratios consist of gross profit margin calculations for the years 2019 & 2020. The rate for gross profit margin in 2019 is 91.8%. this means that for every £100 of revenue, £91.80 is gross profit. The formula for calculating is gross- profit/revenue x100. The 2020 figure is 85.8%. I have achieved this figure by calculating (5150/6000) x100. the profitability has fallen by 6%. This is because the purchases have almost doubled from 500 to 850. Thus, leaving a much lower profit margin. The reasoning behind the increase in purchases could be due to the unexpected demand from customers. However, it is not clear, and more information is needed to draw up a conclusion. To conclude the gross profit is very good for this business as it is a very high percentage.
	The formula for calculating net profit margin is very similar to the previous formula for gross profit margin. This accounting ratio allows for the analysis of how profitable the business is after operating costs have been deducted. This allows internal shareholders such as directors and shareholder to have a quick impression of how well its being run. It is calculated by the following: (net profit for the year/ sales) x100. The figure for 2019 is 72.9% (rounded to 1 d.p.)  and the 2020 rate is 67.9%. The hotel has actually declined with its profitability. A reason for this could be due the increase in bad debts that the business has incurred. To combat bad debts, the hotel could do extra credit checks before allowing debtors to take on credit terms.
The next profitability ratio is concerning the hotel’s rate of return on capital employed. For every pound in which the business has invested into its operation, a rate can be worked out to see how effective their investment is. The higher the ROCE percentage, the better performing the business is. As the business is a limited company, the formula is (profit from operations/ total assets – current liabilities) x100. Profit from operations is widely considered as profit before finance(interest) costs. So, the figure loan interest figures have been added back onto the profit for the year figure, instead of deducting. The rate of ROCE for 2019 is 64.9% (x100) and the rate for 2020 is 65.2% (x100). This business is operating at a healthy rate as it is utilising the assets that it owns to generate profit. It is important that it is used to compare against industry averages to assess whether it is either underperforming or overperforming.


Liquidity
Discuss the trends seen in the liquidity ratios
In terms of business liquidity, the following formula is used – current assets/current liability. It is the ability in which if the current liabilities were needed to be settled, how much of the current assets van be converted to cash or cash equivalents to cover it. 2019’s figures have given a ratio of 2.28:1. This means that £2.28 of current assets goes towards £1 of current liabilities. The figure for 2020 shows a ratio of 2:1. There has been a downward movement. The increase in debtors from 1600 to 1800 is mainly responsible for the downtrend. However, the business is currently operating at a healthy rate regarding the current ratio. 
There is also another inventory ratio known as the acid ratio. This is exactly the same as the current ratio, but the difference is that it does not account for any inventory that is being held by the business. It is calculated as (current assets- closing inventory)/current liabilities. A rate of at least 1:1 is acceptable as it means the business has enough cash or cash equivalents to cover any debts associated with the business that are needed to be repaid within the next 12 months. The 2019 ratio was 1.2:1. This was calculated by the following . The acid inventory ratio for 2020 is 1.12:1. This was calculated by the following . The hotel has experienced a decline in the ratio. It is important for management to understand why it is fluctuating before considering it a cause for concern. The reason for the decrease may be mainly because of the increase in the usage of the bank overdraft. The hotel may wish to utilise difference sources of finance rather than picking up that extra bit of debt. However, it doesn’t seem to be much of a problem as it allows for extra growth for the business as they can use the funding to expand their operations.

Gearing
Discuss the trends seen in the gearing ratios
Gearing is the final accounting ratio which will be analysed. It is calculated as (total debt/ total assets) x100. Anything below 50% is considered a good rate as it means the business is less likely to be unable to afford interest payments. The rate in which the hotel was operating in 2019 was 22.5% (and the 2020 rate is 28.1% (. It could be recommended that the business may wish to utilise more non-current liabilities such as long-term loans but however these rates are fairly healthy. An aim of around 20% of capital gearing shows a good sign as this extra funding will allow the business to grow with new projects. A good understanding of the proportion of operations that are being operated by equity or by opening liability to debt. These debts are funded by bank loans and allows the business to achieve more growth rather just than using shareholder capital.

Knowledge from Ratio Analysis /Benefits and Limitations of Ratio Analysis
The importance of ratio analysis is an essential tool for management to prepare concise and accurate targets regarding analytics as it allows for quantitative data to be measured and compared. It allows for future investors to have a broken-down glimpse into the financial performance of a company. Hotel management are able to efficiently access information. Another benefit of ratio analysis is that there is little or close to no cost in calculating as they are time-efficient, and it is presentable in a simple format. This allows easy interpretation when the accounts need to be reviewed.
There are many limitations when using accounting ratios. The first limitation is that these statements are all historical data, this means that it will not be able to reflect what the business is currently going through: for example, higher inflation rates or geographical issues such as natural disasters leading the cost of raw materials to increase. Another limitation is that the accuracy of value regarding the assets are all dependant on the policies the hotel uses to value depreciation and inventory valuation. A further limitation of comparing ratio analysis between two companies can be difficult to understand as two different companies may have different operation strategies. A much smaller business may be driven on customer satisfaction, which is a qualitive factor when measuring business progress. Whereas a much more established hotel which can charge much more for their services may have better performing analytics of their financial ratios. It can be recommended that management considers comparing the business to similar scale competitor business, so a better understanding is gained.
Decision making is a complicated process that all businesses face within their day-to-day operations. It is essential that any decision should be carefully calculated, both weighing the benefits and the drawbacks that each decision imposes against the business. Accounting allows for the process to include the financial wellbeing of the business at hand. It is the process of recording data and conveying it in a way in which it is easily accessible for stakeholders to interpret. It allows scarce resources in a manner which is efficient and allows for the full utilisation of these resources. As previously mentioned, the aspect of ratio analysis has both negative and positive factors. The ratios should be used to aid decision making but should not be sole reason for following through with a decision. In the search for ideas, it is essential that the business. When considering a decision, it is important for the business to look for alternatives and choose the one with the most benefit the wellbeing of the business. Financial accounting aids managers in developing budgets, understanding public perception, tracking efficiency, analysing product performance, and developing short- and long-term goals, among other things. Budget decisions must be made in accordance with your sales history and marketing information. This is where management accountants come in to review previous operations and determine future investments. They make financial projections for each department, project, marketing campaign, new product, and other undertaking. This is important for companies operating in the hotel and tourism industry as “11,644 firms that had gone into administration” (IBPresearch, 2021). This was due to the pandemic. This will set an example for other businesses to always prepare for a time of hardship.
Conclusion 
To conclude, the tourism industry will benefit from implementing these ratio methods and accounting procedures. It is important to always follow the procedures in place before confirming a decision regarding the business. 
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