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[bookmark: _Toc95502661]Executive Summary
Financial analysis of a hotel group of UK, known as Jurys Inn has been done in the report. As Jurys Inn is in a competitive industry in UK, its financial ratios are crucial for understanding its true financial condition. The financial analysis shows that the company is struggling in profit generation compared to its amount of revenue. But the company has a strong current and quick ratio which suggests that it can easily fulfill the demand of its short-term lenders. The gearing ratios are also good enough for the company. This report has also discussed significant of financial analysis 
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[bookmark: _Toc95502662]Introduction
Jurys Inn a hotel group is currently operating its business in UK and Czech Republic. It is operating total 36 hotels across major cities in UK and there are 15 hotels operating with the brand name of Leonardo. The history of this hotel group can be found in 1881 when a boarding house was opened in Dublin by William Jury. The company has skilled workforce of around 4000 employees (Jurys Inn, 2022). In this report the financial condition of Jurys Inn will be analyzed and the necessity of financial ratios in hotel management will also be discussed.  


[bookmark: _Toc95502663]Financial Analysis
[bookmark: _Toc95502664]Profitability ratios
i) Net-Profit Margin 
	Components 
	2019
(,000)
	2020
(,000)

	1. Net-Profit
	£623
	£307

	2. Revenue
	£9,000
	£9,500

	3. Net-Profit Margin [(1) / (2) × 100]
	6.92%
	3.23%



ii) ROCE Ratio
	Components 
	2019
(,000)
	2020
(,000)

	1. EBIT
	£633
	£316

	2. Capital Employed 
(Capital + Long-Term Liabilities)
	£2,684
	£3,014

	3. ROCE ratio [(1) / (2) × 100]
	[bookmark: _Hlk95472679]23.58%
	10.48%



iii) ROA Ratio
	[bookmark: _Hlk95464765]Components 
	2019
(,000)
	2020
(,000)

	1. Net-Profit
	£623
	£307

	2. Total Assets 
	£ 3,539
	£ 3,902

	3. ROA ratio [(1) / (2) × 100]
	17.60%
	7.87%


[bookmark: _Toc95502665]Liquidity Ratios
i) Current Ratio
	Components 
	2019
(,000)
	2020
(,000)

	1. Current Assets
	£1,839
	£2,152

	2. Current Liabilities
	£855
	£888

	3. Current ratio [(1) / (2)]
	2.15
	2.42



ii) Quick Ratio 
	[bookmark: _Hlk95466173]Components 
	2019
(,000)
	2020
(,000)

	1. Current Asset less Stocks
	£ 1,139
	£ 1,402

	2. Current Liabilities
	£855
	£888

	3. Quick Ratio [(1) / (2)]
	1.33
	1.58



[bookmark: _Toc95502666]Gearing Ratios
i) Debt-to-Equity Ratio
	Components 
	2019
(,000)
	2020
(,000)

	1. Total Debt
	£ 1,005
	£2,534

	2. Total Equity
	£1,038
	£2,864

	3. Debt-to-Equity Ratio
[(1) / (2) × 100]
	39.44%
	36.24%






ii) Debt Ratio
	Components 
	2019
(,000)
	2020
(,000)

	1. Total Debt
	£ 1,005
	£ 2,534

	2. Total Assets 
	£ 3,539
	£ 3,902

	3. Debt Ratio [(1) / (2) × 100]
	28.40%
	26.62%




[bookmark: _Toc95502667]Trends of Financial Analysis Results
[bookmark: _Toc95502668]Profitability of Jurys Inn
Profitability ratios are tools that helps financial analyst to determine company’s profit earning capacity when comparing to its revenue, employed capital, total assets, etc. (Bhat and Rau, 2016). The financial analysis shows that Jurys Inn’s profitability ratios has dropped significantly in 2020 compared to the ratios of 2019. Net-profit margin which is a key indicator of profitability has dropped from 6.92% to 3.23% in this period. The ROCE ratio which evaluates profitability comparing to employed capital. It was23.58% in 2019 but it reduced to 10.48% in 2020. Therefore, ROCE dropped more than 50% of previous year. Also the ROA ratio that compares net-profit and total assets shows that the ratio come down to 7.87% in 2020 whereas it was 17.60% in 2019. In every profitability ratio the Jurys Inn has dropped its performance in 2020. The Management of Jurys Inn. should take steps to improve the profitability. 

Figure 1: Net-Profit Margin & ROCE ratio of Jurys Inn. Source: Author
[bookmark: _Toc95502669]Liquidity Ratios of Jurys Inn
Liquidity refers to a firm’s ability to convert assets in its disposal to cash at current market price. Liquidity ratios compares the current assets of the company that can be converted into cash with the current liabilities of the company (Foerster, 2015). Current ratio calculation which considers all type of current assets of Jurys Inn. showing an increase in the ratio from 2,15 in 2019 to 2.42 in 2020. Therefore, the company has enough current assets to cover its obligations that are due in short-term. Also, the quick ratio which is stricter of considering current asset as it only counts the assets which are more liquid in nature of Jurys Inn. has increased during this period. The company shows an increase of quick ratio from1.33 to 1.58 during 2019 to 2020.  

Figure 2: Current & Quick Ratios of Jurys Inn. Source: Author
[bookmark: _Toc95502670]Gearing Ratios of Jurys Inn.
Gearing ratios are used to measure company’s financial leverage which is a comparison of company’s debt & its equity and how they contribute in funding company’s operation. The gearing ratio provides significant insight about company’s financial condition and its source of funds to operate the business (Higgins, Koski and Mitton, 2017). To run a business successfully for long-term, it has to have good balance of debt & equity. High dependency on one source may hamper the company in economic instability. Jurys Inn had a debt-to-equity ratio of 39.44% in 2019 and it reduced to 36.24%. Also, the debt ratio during this time was 28.40% and 26.62% for years of 2019 & 2020. The Jurys overall gearing ratio is somewhat balanced as the total debt of the company is not too much to create financial risk for the company.  

Figure 3: Debt-to-Equity & Debt ratio of Jurys Inn. Source: Author.


[bookmark: _Toc95502671]Knowledge from Analyzing Financial Ratios
The financial ratios give vital information about any company’s financial situation in a particular industry. The knowledge that come from the analysis of financial ratios gives the management to make crucial decisions when they are needed. Without ratio analysis management could even fully understood the issues that the firm is facing as the financial statement gives some data which are not produced based on comparison and lacks to provide information that can be used for trend analysis and comparison (Revsine, 2019). Two significant use of financial ratios’ knowledge are discussed below. 
[bookmark: _Toc95502672]Tracking performance of the company
Determining financial ratios of a company for every period and taking records of the ratios helps the company to track its financial condition in long term (Bowlin, Martin and Scott, 2018). It also helps to identify trends in the company’s overall financial situation. For example: A rising rate of net-profit margin will give the indication that the company is producing more profits from its revenue every year. This shows good trend for the company and management will try to keep this trend on going. But any trend that suggests that the debt ratio is increasing every year it will be a very alarming information for the management and it will try to reduce the amount of debt from its capital structure. As we can see a trend of decreasing net-profit margin in Jurys Inn., the management can identify this issue and take proper step to increase its net-profit with this knowledge of financial information. 
[bookmark: _Toc95502673]Comparative Judgements of the Performance
To really understand a company’s position in an industry, financial analysts need to compare the financial ratios of the company with its competitors. Comparing performance of a company in hotel industry with its major competitors will provide significant information of the company’s performance based on industry average. If the financial ratios of the company fall below the industry average it will indicate that the company is to performing at per with its competitors and it also means that the company can fail to continue in the industry. If the company has financial ratios that goes over industry average, it will mean that the company is in growth stage compared to its competitors. Analyzing and comparing financial ratios of hotel industry in UK is more relevant now due to covid-19 (Iqbal, 2020). The pandemic has hit the industry very badly. To understand its position in this situation Jurys Inn. should compare its ratios with its competitors and make right decisions to maintain industry average. 

[bookmark: _Toc95502674]Benefits of Ratio Analysis and Limitations that Affects It
[bookmark: _Toc95502675]Benefits related to Financial Ratios
Helps to Determine the Benchmark
Financial ratio analysis opens the door of comparing financial information with other companies in the industry. Companies that lead the industry with their performance helps to identify the target financial ratios of other companies which creates a benchmark for others (Bhat and Rau, 2016). Though there are several ways to create benchmark, the financial ratios are certainly a prominent tool for benchmarking as it makes comparison very easy. 
Helps in Trend Analysis 
When financial analysts keep recording the financial ratios, they will certainly find many trends in different financial ratios. A continuous growth in ROA will mean that the company has able to utilize its assets to produce high profit. This trend indicates growth and increasing efficiency for the company. Whereas a declining rate of current ratio will indicate that the company is gradually losing its capacity to repay its current liabilities. Therefore, financial ratios give great benefit to the financial analyst in trend analysis.
Helps in Future Planning 
For future planning of the company management needs its financial information that will help them to take proper steps regarding financial decision. After analyzing the financial ratios, the financial analysts come up with relevant information of the company’s financial situation. Ratios like net-profit margin which provides information about company’s profitability, can be vital consideration to take future steps to increase company’s profitability. Every financial ratio helps to take different financial decision for the future of the company. 
[bookmark: _Toc95502676]Limitations that affects Financial Ratios
Assumption of accounting limits the accuracy of the ratios
Financial ratios are generally determined through the information of financial statements. But the financial statements are not purely accurate as there are many accounting assumptions are involved in the process (Brotherton, 2019). Therefore, the financial ratios are also affected by this accounting assumptions. 
Macro-economic factors are not considered
Financial ratios are related to specific company or a specific industry which limits the area of ratio analysis. Every company and industry are part of a marc-economic environment and social, political and other factors also influences the company’s financial condition. But financial ratio does not consider these factors.
Useful for only related industry
Financial ratios can only be used for comparison when it is done for one industry. Comparison of financial ratios can not be done if the companies in consideration operates in different industry (Higgins, Koski and Mitton, 2017). It happens because every industry has different financial requirements. A company in hotel industry requires less inventory than a company in smartphone industry. So, companies from these two different industries cannot be compared.
[bookmark: _Toc95502677]Conclusion
Financial ratios are always key for analysis any company’s financial performance. With financial statements, it is not very clear to the management that to what extend revenue represents net profit for the company or what is the portion of contribution of debt to the company’s funds. To know this information, one must have to go for financial ratio analysis. The Jurys Inn financial analysis also shows all these factors and more about the hotel group’s financial condition. 
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Net-Profit Margin & ROCE ratio of Jurys Inn
Net-Profit Margin	2019	2020	6.9200000000000012E-2	3.2300000000000009E-2	ROCE	2019	2020	0.23580000000000001	0.1048	



Current & Quick Ratio of Jurys Inn.
Current Ratio	2019	2020	2.15	2.42	Quick Ratio	2019	2020	1.33	1.58	



Debt-to-Equity & Debt ratio of Jurys Inn.
Debt-to-Equity	2019	2020	0.39440000000000014	0.36240000000000011	Debt Ratio	2019	2020	0.28400000000000009	0.26620000000000005	



