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Executive Summery
This report is discussed about trend of ratios in detail and make proper conclusions on the liquidity, profitability and the gearing of the Ffion limited and hospitality and tourism industry. Here we analyzed some ratios such as gross profit margin, net profit margins, return on asset and capital employed and debt asset ratio etc. This analysis will help to get proper picture of the company and its financial position, liquidity and profitability in year of 2017 and 2018. Apart from that this report has concluded the company’s positions and its new changes, this repot discuss about the why an understanding of the accounting ratios and it changings/fluctuations is more important for hotel and tourism management and industry in depth. The benefits and limitations of the financial ratio analysis also take into analysis and discussed matter in this report regarding hotel management industry.
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A. Financial Analysis
Ratio	2017			2018	
Quick Ratio	(1839-700)/855	1.33		(2152-750)/888	1.58
Current Ratio	1839/855	2.15		2152/888	2.15
Gross Margin Ratio	2100/9000*100	23.33%		1580/9500*100	16.63%
Profit Margin Ratio	623/9000*100	6.92%		307/9500*100	3%
Return on Assets Ratio – ROA	623/(1700+1839)	0.18		307/(1750+2152)	0.08
Return on Capital Employed	(623+10)/2684	23.58%		(307+9)/3014	10.48%
Return on Equity (ROE) Ratio	623/2100	0.30		307/2700	0.30
Working Capital Turnover	9000/(1839-855)	9.15		9500/(2152-888)	7.52
Debt Assets Ratio	150/(1700+1839)	0.04		150/(1700+1839)	0.04
Debt Equity Ratio	150/(2100+150)	6.67%		150/(2700+150)	5.26%

Profitability ratio
Profitability ratio is showing and analyzing the ability of the company to produce profits on their operational activities. Mostly this is based on the income statements and there are several ratios to identify the operational efficiency of the company. Stakeholders, investors make some decisions based on these profitability ratios. in other words, investor can decide, company has earned, or generated adequate profits based on their assets. As well as these ratios help to judge to measure of the going concern and the solvency of the company. Here we have analyzed based on Gross profit margin ratio, profit margin ratio, return on asset ratio, return on capital ratio and finally return on capital employed ratio of the Ffion Limited.

As per above ratio analysis, the gross profit margin of the company has been reduced in 2018, when comparing with 2017. gross profit margin is 23% and 17% respectively in 2017 and 2018.
In the hospitality industry, the gross profit margin is higher than comparatively with other industry due to most of the cost is come from the operational activities, not from the cost of the sold service or goods. So here Ffion company have maintained high level of Gross profit margin as per the hospitality industry but there is slight decrease in year of 2018 up to 17% form 23% .so this meaning the cost of good sales relatively high when comparing with year 2017.
Net profit ratio is measuring the net profit on their operational activities. In other words, how effectively, company has generated profits on the operational activities. in the hostel industry this ratio is not higher than other industry due to there are lot of operational expenses (High operational cost) in hospitality industry. In Ffion company, the net profit margin of year 2017 is 7% and year 2018 is 3%. So, this company has maintained and operate effectively on 2017 a but the in year 2018, this operational efficiency is dropped by 4 % and it mean company’s operating expenses is higher than in year 2017 and company has not operated effectively and efficient manner in year 2018.
Return on assets, ROA ratio is a profitability ratio that measures how company use their assets to generate return. it is total focusing on how company manage asset to earn profits. In the investor’s perspective, Investors can measure how their investment to asset has utilized to generate profits.
As per the Ffion, their ROA in year of 2017 is 0.18 and year of 2018 is .08. So, this can be elaborated as, in the year of 2017, company has used their asset 0.18 times to make / generate a return and in the year of 2018, company has used their assets 0.08 times to make profit. so normally, in the hotel industry, this ration is comparatively low than other industries but, here in 2017, the ROA is considerable but it is very low, and in the year of 2018 it is very low . co it is not acceptable, and it will show the low performance of the company.
The return on capital employed (ROCE), is also a profitability ratio which is measuring the how company use effectively to generate profits by using investor’s capital. capital is the long-term financing and here measure how company perform long term to generate profits. As per the Ffion, ROE of year 2017, is 0.25 and year of 2018, 0.11. So, it means, in 2017, company has used its investors’ investment to generate profit is better than year 2018. 
As a conclusion, the profitability ratios, calculated above, have been shown year of 2017 is better than year of 2018. Year 2017, all the profitability ration show some positive picture and it means, all the asset and investment have utilized properly to generate income and there is a proper management of the companies operational and administration expenses. In the year of 2018 company has poor profitability indexes and it emphasize company have managed their asset, capital, and expenses in poor manner. But as a full picture of industry, this company is implying some positive trend and year 2017 it is more positive than year 2018.
Liquidity ratio
Analysis of the liquidity ratio always focusing on the balance sheet figures of current assets and liabilities. This is always measure ability to cover current liabilities of the company. In other words, ability to pay of the current liability of the company. Most of the time this is emphasizing the liquidity level of the current assets. Here we have used current ratio and the quick ratio to analyze the liquidity level of the Ffion Limited.
Current ratio of the company 2.15 and 2.15 respectively in the years of 2017 and 2018. this means company has enough funds to pay off its liabilities both year of 2017 and 2018. here current assets include Stocks, debtors and cash in bank and hand. Current liabilities include trade creditors, accruals and bank overdraft. according to this company current ratio, it his maintaining risk-free cash flow and it is not more effective. Simply, they have 2.15 GBP asset to pay off 1 GBP of liabilities. Therefore, both years 2017 and 2018 they have underutilization of their assets and they have not used their resources and asset to generate revenue. As per the hospitality industry and as well as the other industries, this current ratio should be around 1. 
Investors, creditors are the main concerning parties for this ratio and there gets an idea, how company’s ability to pay off the liabilities. Normally higher ratio is positive than lower ratio. Here this company has higher ratio both 2017 and 2018. it means this company can pay its liabilities easily. so, company no need to sell their assets to pay their liabilities. But here current ratio is two high and company has maintaining excess cash and cash receivable without generate any revenue. So better if company can control it between 1- 1.5. it is low risk and high revenue.
Quick ratio; This ratio measures the ability to settle current liabilities by using only high liquidate assets (Cash in bank, hand and account receivables) Here quickly mean, liquidate within 90 days. As well as, this ratio is called as Acid ratio.
According to above calculation, the quick ratios of Ffion Limited is 1.33 and 1.58 for year 2017 and 2018 respectively. as per industrial norm, especially in the hotel industry tis quick rage ratio in between 0.5-1.0, that is because of tide cash flow always better to the company and it is implying how companies’ current assets have been utilized effectively. so here, at this company, the quick ratio is high and, when comparing with previous year 2017, it also increases, but the company return on investment has been reduced. so that will emphasis the, company is not performing in good manner and underutilized their assets.
As a conclusion, the liquidity of the company is good but in other hand it profitability is negative. so, we can conclude this company has not utilized their assets in proper manner to generate revenues.
Gearing ratio
This ratio measures the financial leverage of the company. This ratio is affected by the ways of capital infusion to the company. there are two methods what we can identify at this company ‘s balance sheet. Those are equity financing and debt financing. so, the most commonly gearing ratio is calculated by dividing total debt by the total equity or total debt dividing by total capital of the company.
The Gearing Ratios of Ffion Limited are 6.7% and 5.3% in the years of 2017 and 2018. This means out of total capital, 6.7% of debt has been financed in 2017 and 5.3 % of debt has been financed in 2018. As per above, Ffion Limited has managed their capital with the minimum debt level, and it will lead to risk free business operation. If company has gearing ratio higher than 50%, it will be led to higher risk. If gearing ratio between 25% and 50% mean, company face moderate risk. So, as the conclusion, gearing ratio below 25% mean, that Ffion Limited is risk free.

B. Ratios and their fluctuations is essential for Hotel management

Financial statements are the main document of the any company and that information are using for making decisions. There is lot information are provided by that information, such as revenue, position of the company etc. But this information is given limited picture of the company. some time it is difficult to make decision. as well as it is difficult to compare same company in the industry. so, these matters are common to the Hotel industry also.
As a solution of this matter, accountant has used ratio to analysis company quantitative and qualitative information. So, the understanding of the company’s ratios and their fluctuations is help to decision makers in any industry including hotel management. As an example; when we just check on balance sheet and income statement, we cannot directly say company is in a risk position or not. but if we analysis liquidity ratios and gearing ratios of this company we can identify company is in the risky situation or not. So understanding is very important to hotel and tourism industry.
C. Benefits and limitations of the ratios in decision making.
Benefits of Ratio Analysis in Hotel and tourism industry
Ratio is directly contributing to the decision-making process for various kind of stake holders. So main stakeholder of the hotel and tourism industry is Investors. so investor has to take decisions such as, should we invest to this hotel industry, if already invested, we are receiving adequate return on our investment, this company’s liquidity positions is positive or company is in a risk or not. so, this ratio analysis his help to take decision of investment, financing decision and management decision of the company.
Financial statements of the industry are complex and some time it is difficult to read some stakeholders who have not an idea about accounting. but ratio analysis is helping to get an idea of the company without any sound knowledge.
Ratio analysis is supported to identify the any problematic area of the company and help to bring attention. such as companies’ current ratio is less than 1 will help to make decision that company is in risky situation.
And the main advantage is, this ratio analysis helps to compare the company with other companies in hotel and tourism industry.
Limitations of the Ratio Analysis

Rations are basically analysis of quantitative information of the industry and it is not mostly touching the qualitative information of the industry.
There rations are always depending on the financial statements. so, some time, managers will change year end details to change companies’ ratios.
Most of the time , ratios are calculations with available details at the movement and past . so it always / most of the time depend on historical details rather than real details.

Conclusion 

As a conclusion, the profitability ratios, calculated above, have been shown year of 2017 is better than year of 2018. Year 2017, all the profitability ration show some positive picture and it means, all the asset and investment have utilized properly to generate income and there is a proper management of the companies operational and administration expenses. In the year of 2018 company has poor profitability indexes and it emphasize company have managed their asset, capital, and expenses in poor manner. But as a full picture of industry, this company is implying some positive trend and year 2017 it is more positive than year 2018. The liquidity of the company is good but in other hand it profitability is negative. so, we can conclude this company has not utilized their assets in proper manner to generate revenues. Ffion Limited has managed their capital with the minimum debt level, and it will lead to risk free business operation. If company has gearing ratio higher than 50%, it will be led to higher risk. If gearing ratio between 25% and 50% mean, company face moderate risk. So, as the conclusion, gearing ratio below 25% mean, that Ffion Limited is risk free
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