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Introduction
Financial ratios are the key performance indicators of any firms. These measure the overall financial performances of the firm. There are different types of ratios like activity ratios, profitability ratios, gearing ratios, liquidity ratios and so on. The ratio analysis work as the mirror of the firm because the stakeholders and investors can easily glimpse their eyes on these ratios to get the overall results. Financial ratios help the firm make proper decisions and project the future (Santoso, 2021). There are also limitations of ratio analysis that is it depends on past data. Here in the report, the ratio analysis of Jurys Inn Hospitality Company has been prepared with the financial statement information of 2019 and 2020. The benefits as well as limitations have also been described from the context of this firm.

Calculating suitable ratios for 2019 and 2020 to aid the analysis of the financial information of the financial statements.  
There are some relationships among different financial accounts from one point of time to another point of time. Ratio analysis is the way of expressing relationships among those accounts. These ratios are classified into different categories like activity ration, profitability ratios, solvency ratios, liquidity ratios and valuation ratios (Almamy, Aston, and Ngwa, 2016). Activity ratios measure how to perform day to day activities like collection of receivables and payment of debts and so on. On the other hand, liquidity ratio calculates the ability and strength of the firms to meet their current liabilities to their lenders. Solvency ratio measures the ability to meet long term debt obligations. The most important ratio is profitability ratio which is calculated as to generate profit and know about the rates of return is generated from the use of resources. Finally, the valuation ratios are associated with calculating the asset quantity and the ownership of a specified claim. The suitable ratios of the given financial statements of Jurys Inn Company are calculated and concluded as well with the results.
Activity Ratios
Activity ratio is known as the asset utilization ration that is to measure how well a firm perform its operating activities (Almamy, Aston, and Ngwa, 2016). The activities are working capital management, cash management, purchasing and selling activities, inventory management and so on. The activity ratios are inventory turn over ratio, receivable turn over ratio, payable turn over ratio and so on. The ratios are calculated below from the information contained in the financial statement of 2019 and 2020 of Jurys Inn Company.
Inventory Turnover Ratio: This ratio is calculated by dividing COGS with the average inventory. It is the measure of how many times the inventory is sold and replaced over a period of times. The ratio is calculated below:
Formula	2019 (£000)	2020 (£000)
COGS/Avg. Inventory	450/775	0.6 times	850/900	0.95 times



Receivable Turnover Ratio: Receivable turnover ratio is calculated by dividing total revenues with the average receivables. It indicates how often and effectively collects the firm’s receivables or the credit it extends to customers. 
Formula	2019 (£000)	2020 (£000)
Revenues/Avg. Receivables	5,500/1600	3.44 times	6000/1800	3.33 times


Payable Turnover Ratio: The payable turnover ratio is calculated by dividing purchases with the average payables. The ratio indicates how quickly the third-party current liabilities will be repaid. The ratio is calculated below:
Formula	2019 (£000)	2020 (£000)
Purchases/ Avg. Payable	500/800	0.63 times	850/870	0.98 times


Liquidity Ratios
Liquidity refers to the ability of meeting short time liabilities and managing assets without loss of values (Almamy, Aston, and Ngwa, 2016). There are different types of liquidity ratios like current ratios, quick ratios, cash ratios and so on. These ratios are calculated below from the context of given information in the financial statement of the company. 
Current Ratio: Current ratio is the ratio between current asset and current liabilities. It is calculated by dividing the current assets with current liabilities. The ratio indicates how the total current asset is able to pay the liability of third party on demand.
Formula	2019 (£000)	2020 (£000)
Current Assets/Current Liabilities	3065/1339	2.8:1	3240/ 1616	2:1

 


Quick Ratio: Quick ratio is another liquidity ratio that is calculated by dividing quick asset with current liabilities. The quick asset means the current assets minus inventories and prepaid expenses. The standard quick ratio is 1:1. The ratio is calculated below from the information contained in the financial statement.
Formula	2019 (000)	2020 (000)
(Current Assets – Inventories)/ Current Liabilities	1615/1339	1.2:1	1820/1616	1.1:1


Profitability Ratios
Profitability ratios measure how the firm is profitable and whether the investment in that firm is profitable or not (Bourke, Izadi, and Olya, 2020). There are some profitability ratios like net profit margin ratios, gross profit margin ratios, return on assets, return on equity and so on. The profitability ratio ratios are calculated below from the context financial statement of 2019 and 2020.
Gross Profit Margin: Gross profit is the percentage of gross profit as of the total sales revenue. It is calculated by dividing gross profit with the total sales revenue. The more the gross margin ratio, the more profitable the firm will be. This ratio is calculated below:
Formula	2019 (000)	2020 (000)
Gross Profit/ Sales Revenue	5050/5500	92%	5150/6000	86%


Net Profit Margin: The net profit margin ratio is calculated by dividing the net operating profit with the sales revenues. The net profit margin ratio measures how the net profit is generated after deducting all direct and indirect expenses as a percentage of sales. The net profit margin ratio is calculated below:
Formula	2019(000)	2020(000)
Net profit/ Revenue	4008/5500	73%	4073/6000	68%


Return on Equity: Return on equity is calculated by dividing the total net income as of the percentage of total equity capital. It measures the ability of the firm and help to know about the firm’s ability capital management. The ROE is calculated below:
Formula	2019(000)	2020(000)
Net Profit/Total Equity	4008/2068	194%	4073/2056	198%


Return on Assets: Return on asset is another profitability ratio which measures the profitability on the assets. It is calculated by dividing the net profits with total assets. The ratio of ROA is calculated below:
Formula	2019(000)	2020(000)
Net Profit/Total Assets	4008/7565	53%	4073/7890	52%


Gearing Ratio
The gearing ratio is the measure of financial risks with a firm. The high amount of debt turns the firm into debt and causes to financial distress (Nissim and Penman, 2011). High gearing ratio shows high portion of debt to equity as vice versa. The gearing ratio is calculated below:
Formulas	2019(000)	2020(000)
Debt/Equity	1489/6076 = 0.25	1761/6129 = 0.29
Debt/Assets	1489/7565 = 0.20	1761/7890 = 0.22
EBIT/Interest Expenses	4028/20 = 201.4	4091/18 = 227.2



Conclusion about the profitability, liquidity and gearing the hotel chain
After calculating the profitability, liquidity and gearing ratios, it can be concluded that the profitability of the firm for two accounting year is so good. The gross profit and net profit ratio in 2019 were much better than that of 2020. This can be said that the firm had better cost management in 2019 compared to 2020. The return on asset and equity are also excellent for the firm in both years. So, the hotel is considered to be a profitable investment. The liquidity ratios include current ratio and liquidity ratio. The current ratio and liquidity ratios are 2:1 and 1:1 considered as the standard ratio. In 2019 the current ratio and quick ratio were 2.8:1 and 1.2:1 which are not better than those of 2020. It can be concluded that the sort-term asset and liability management are quite better in 2020. The trend is positive for the hotel chain. The gearing ratio was quite better in 2019, but as the debt capital of the firm is increasing the firm is indulged with some financial risk. Almost all the financial ratios are good in the hotel firm and we can predict that the firm is performing better in the industry with positive trends.


Discussing the reason of understanding and fluctuation of financial ratios in the hotel management in analysing financial statement information
The financial statement analysis is mandatory for a firm to know about the trends of the business. Even the investors, loan providers, Banks seek the financial statement information before lending funds to the firm (Babalola and Abiola, 2013). If a firm’s condition is not good, the investors will no longer invest in those firms. Ratio analysis is one of the best properties for the financial statement analysis. This keeps role as the mirror of the firm. For the hotel management, the understanding and fluctuation of ratios give them a good reminder about the firm’s strength, weakness and threats. The good ratios attract the investors for investment and fluctuations of ratios make them back. 
In the liquidity ratio of hotel business, current ratio helps the firm to keep enough current assets against current liabilities. If the firm is not concerned about the current ratio of the financial statement, then there is the possibility for the firm of liquidity crisis. The firm will not able to meet the sudden needs of creditors. The fluctuations of this ratio from the standard ratio will create some problem because the hotel business need to focus on aggregate liquidity (Brigham and Houston, 2021). The profitability ratio of a firm is attracted by all investors. The investors just focus on gross margin, net margin, ROE, ROA, PE ratios and so on. If the hotel management are not concerned with these ratios, they will not able to collect funds and will lose of the interest of launching the operation of the business. The debt-equity ratio will provide a good idea about the capital structure of the firm. The higher the debt in the capital structure will increase the financial distress of the firm. According to MM proposition, this debt will also affect the cost of equity (Damodaran, 2010). The changes of these ratios will provide different signals to the firm which may concern to the firms. The hotel business is also a very sensitive business. The management should be concerned about the financial ratios to take some business decisions. Otherwise, they will lose the investor’s intention for investment.


Discussing the benefits and limitations of using ratio analysis to aid decision making within the hotel and tourism industry. 
Ratio analysis is a financial statement analysis of any firm. This aids any firms including hotel and tourism industry in decision making. Besides the aid in decision making in the management, there are both benefits and limitations of ratio analysis which are described below:
Benefits of Ratio Analysis: The first and foremost benefit of ratio analysis for hotel and tourism industry is to forecast and make proper business plan (De Franco, e.t; 2011). The positive trends in ratios help them make plan for business activities in future. For making budget and operating efficiency in the hostel business, ratio analysis keeps much vial role. The other benefits are cost control, liquidity position, interfirm comparison, comparison with the balance sheet and income statement items, to know about profitability, to know about the solvency of the firms, to provide signal about the corporate strength and weakness, to help in decision making and so on (Williams, e.t; 2010). The ratio analyses also help the hotel management to provide the sketch of financial figures to the firm’s stockholders as well as stakeholders for investment. To make business decision, the importance of ratio analysis is so much.
Limitations of Ratio Analysis: Withstanding the benefits of ratio analysis, there are some limitations of ratio analysis. The ratio is calculated from the accounting and financial statements. But there are some limitations in accounting statements which may provide illogical feedbacks in ratio analysis. The financial statements also include some historical information that may not sometimes predict the future (LIU, and JIA, 2006). There are some accounting policies are doesn’t conform to financial policies and thus may provide some misjudgment about the ratios. The lack of standards of comparison sometimes undermines the ratios. Due to changes in economic condition, price level, inflation and some factors may change the financial ratios of hotel and tourism industry. You know the pandemic covid-19 has influenced negatively on the hotel and tourism business which is not considered by the ratio analysis. It basically depends the past data that’s why sometimes fail to project the future.


Conclusion 
Ratio analysis is an important part of financial statement analysis of hotel business. The different ratios measure different position of a firm. In analysing the financial ratios of Jurys Inn Hospitality Company, it has been concluded that most of the financial ratios of the company in 2019 was quite better than those of 2020. The firm needs to focus on maintaining this positive trend in the financial ratios. These ratios help the firm make proper decision and project the future activities. But the thing is not that the ratios will always project the future rightly. There are also some limitations there in ratio analysis which need be concerned with.
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