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Executive Summary

The overall aim for this report is to make a financial analysis over the chosen hospitality organisation Ffion Limited. This means that aspects of financial accounting such as financial ratios and their indication will be included. Such analysis will be incredibly beneficial in terms of evaluation on the company’s performance and as well as that the KPI (Key Performance Indicators) will be available to examine in more depth.
The report further undertakes an additional analysis over profitability, gearing and liquidity, which relate to Ffion Limited and highlight the areas in requirement for further development. Maintaining end positive results is also an aspect of this analysis. It is important to note that those are vital with the development of profit status for 2017 and 2018 whereby the company was less profitable than average. This meant that costs would be more noticeable in the budget – interests and debts, for example. Nonetheless, the liquidity ratio in turn showed that those were securely covered as long as the Ffion does not fall more below the average. 
Functionality is the last examined key where the acquired information enables managing figures in hospitality organisations to plan ahead. In addition, whenever necessary, the functional ratio analysis will prevent some unwanted situations in financing.
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Introduction
Ratio analysis is essential in financial accounting due to the fact that it allows businesses including the ones in the hospitality industry to have access to their own financial resources and performance in operational and administrative tasks (Defranco and Lattin, 2007). There is more than one type of ratio analysis, some of which will be explained in this report in the consecutive paragraphs.
It is important to note that there is some evidence provided in the report from a current point to a 2 year period. This may not be ideal as there is a range of trends which have to be thoroughly looked upon with reference in the hospitality industry. Providing such data may prove to be problematic in the sense that outlying figures and trends may now take a different development that they would originally. Nonetheless, in any speculation for a change, this would be addressed with the respective figure and future prognosis over the fluctuation. 
Furthermore, ratio analysis is required to be compared to a previous numerical result as it will have more weighting in respect to the company’s performance rate. The source of comparison will be an industrial benchmark from a standard type. This is not to claim that the only key performance indicators (KPIs) originate purely from financial assessments as there are other non-financial KPIs for further necessary investigation. This will make the research on this report comparatively more reliable and credible when explaining evidentiary support (Tsai, Pan and Lee, 2011). 
Some examples of non-financial KPIs may involve acceptance rate in job offering, worker performance rate and output, worker retention as well as satisfaction and so on. According to research on business performance (regardless of the given industry), the high proactivity and motivation in the workers reflect upon a much better general corporative performance of the company which many times provides a competitive edge to it.
The other non-financial KPIs is customer satisfaction – loyalty and guest satisfaction, to be exact. If the customers receive good or excellent service, they will give this consequent review in their feedback form or more often return to the hotel for another holiday. This means that the business is performing in a good manner in the provision of customer service (Helgesen, 2007).







Financial Analysis
Present Graph
	Ratio
	2017
	2018

	Gross Profit
	 (2100/9000*100)= 23.3
	 (1850/9500*100)= 19.47

	Net Profit
	 (623/9000*100)= 6.92
	 (307/9500*100)= 3.23

	ROCE
	 (623+10/2684*100)= 23.58
	 (307+9/3014*100)=10.48

	Total Assets Turnover 
	 (9000/2684)= 3.35
	 (9500/3014)= 3.15

	Working Capital Turnover
	(9000/984)= 9.15
	 (9500/1264)= 7.52

	Current Ratio
	 (1839/855)= 2.15
	 (2152/888)= 2.43

	Quick Ratio
	 (1839-700/855)= 1.33
	 (2152-750/888)= 1.58

	Debtor 
	 (649*365/9000)= 26.32
	 (870*365/9500)= 33.43

	Creditor
	 (660*365/6500)= 37.06
	 (690*365/7700)= 32.71

	Debt Ratio
	 (855+150/1839+1700)=0.28
	(888+150/2152+1750)= 0.27

	Interest Cover
	 (623+10/10)= 63.30=63.30
	 (307+9/9)= 35.10




Financial Analysis Trends
1. Profitability
In terms of profitability ratios, those are the essential tools in measuring the amount of money made by a business, usually every month in the form of a statement for gains. Profitability ratios have various sub-tool variations which can speed up the calculation processes and provide the company with a faster result. Some of those include net profit margin, gross profit margin, and as well as that return on capital – there are other tools which can be embodied in the accounting organisation of the company but they will remain inapplicable to the case of Ffion Limited. 
It is vital to note the fact that some of those margins can appear irregular or outside of the range which is initially expected of them. Gross profit margins, for example, appear as continuously changing throughout the year depending on industry. Particularly for the hotel industry, it can go beyond and below range for estimated 30 per cent but no more and no less. This is the reason as to why some hotels may choose to establish benchmarks which are internal to the business – although this contributes very positively to the industry in general, there are no complete records to state whether Ffion Limited has implemented this approach to their operation or not. Apart from this, there is a rule that gross profit margin users cannot ignore – when the gross profit margin decreases, this is an indication of a profit or sales decrease in the hotel itself (Myšková and Hájek, 2017). 
The occupancy rate for hotels is also continuously changing especially with changes in seasons and work break variations which people are provided with by their companies. There are, in general, may be internal but also may external factors which either contribute to the increase of gross profit margins or the opposite if the average occupancy rate also declines (Menicucci, 2018). With reference to the business context of Ffion Limited, the figures indicate a significant decline in profit, gross profit margin, and parallel occupancy rate reduction. 
Net profit margin is affected in a similar way due to the fact that it provides a company with information on how much money is left in the business after deducting costs. If the gross profit margin (which contains only business gains) is already decreasing, the net profit margin will also have a value below the expected average from the business.
The decrease may be as a result of poorer KPI, but not necessarily. It could also be as a result of an increase in the operating costs which the business has.
Finally for this section, return on capital employed will be defined and explained. ROCE (in short for return on capital employed) is a ration in profitability measures which specifically targets the way in which the efficiency of the business’ money creates more opportunities for further gains. For Ffion Limited, there is an indicative reduction in ROCE as well which is a clear signal that the net profit margin is not use correctly by the business when making financially-related decisions. There is a distinctive role in ROCE which states that if return on capital employed is a minimum of twice as much as the interest rates at that point in time, then the company will be making efficient and informed decisions on the net profit earned. 

2. Liquidity
The ratios in liquidity enable the company to discover just how well it manages to cover its debts and costs associated with the operation of the venture (Airout, 2017). The liquidity ratios are seen as a proportion which indicates the number of times a business is able to cover short-term liabilities and expenses. The ideal and secure operation of a business with coverage over those expenses is when the ratio is as close as 1:1 – although, this result can also be a warning sign that there is an excessive amount of stock that are left unused.  Although the net profit margin is less than average, the liquidity ratios show that the hotel manages to cover its expenses well enough to continue running the operations.
Creditor days ratios are part of the overall liquidity aspect that is utilised into the business by financial managers. This shows not whether the business is able to secure paying the costs well but how quickly short term debts are covered (Chiaramonte and Casu, 2017). By re-negotiating the payment terms, Ffion Limited has managed to secure its short term payments and expenses well enough and successfully cover them. This is prominently observed between businesses and their suppliers or in the instances of automatics credit reminders.
 

3. Gearing
The term gearing is defined as the amount of borrowed money by a business in comparable analysis against equity. Businesses of all kinds might see borrowing money as necessary in the instances when they would like the same control over the market without relying on sales. This is only a temporary solution as the business will eventually be required to return those money back and thus it is used in emergency situations. In the likelihood of lower debts ratios, when the business does not rely too much on borrowings either, the banks will be more lenient in lending the company an official loan. The banks will consider the low debt ratio as a sign for substantial business equity which automatically decreases changes of bankruptcy (Gemar, Soler and Guzman-Parra, 2019). 
The interest cover, on the other hand, is another indicator. It illustrates whether a business and its financial managers are capable of payment over all interest-charged debts from banks and official loaners. Ffion Limited and its decreasing net profit margins shows along falling interests. Even if for the moment the company is able to cover costs, this may not be the case in the long run when the financial resources run out. 
Knowledge from Ratio Analysis
The financial and economic position of the company is very well evaluated through the assistance of ratio analysis. When the ratios are applied effectively in place, they correspond with the answers of questions such as what the rate of fluctuation is for gross profit margins and at what stage it is currently. This is one of many other exemplary questions which a business can be asking. 
Benefits and Limitations 
In terms of benefits, the biggest advantage that ratio analysis provides has to do with forecast creation of figures and evaluation. A business wants to predict what the next few months and years may lay out ahead in order for it to optimise operation and gain a competitive edge against the competition in the same industry (Hedija, Fiala and Kuncová, 2017). 
In terms of limitation, financial ratios are time consuming and sometimes, no matter how in-depth they appear, they cannot be a source to completely rely on for decision-making. In some markets trends may suddenly change and take a completely different direction to which a business cannot use its financial managers to make quick decisions – they will take time to come up with new budgeting systems and forecast based on new and extensive research as required.
Conclusion
This is the report based on the ratios of liquidity, profitability and as well as that gearing, which were linked to the hotel Ffion Limited. The ratios and their methodology provide vast results for some very specific categories which aim to aid the business in creating a forecasting plans and think ahead of the next opportunity that may arise. 
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