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Executive Summary

Financial performance analysis can be used to any company, including the hotel industry (Agustini, N. W., & Wirawati, N. G. P 2019). This report intends to examine financial ratios to estimate the Jurys Inn’s financial performance in 2019-2020.
The ratio analysis carried out in Jury’s Inn group of hotels can be said to have room for improvement. This is because the ratio analysis has highlighted the company's strengths by registering impeccable ratio results as well as brought light to the certain cracks that are points of weakness for the company. Such weaknesses include the profitability ratios i.e., net profit margin and gross profit margin. The ratio analysis has, in the same spirit, showing how well the company is run by registering above average results in such ratios as working capital turnover and quick ratio.
 Overall, the company is a well-run company whose financial potential is adequate. It is a creditworthy entity whose potential to increase returns for its investors is feasible. We see more potential prospects for this company for better opportunities once the company is more efficiently run and its weaknesses are addressed. According to the results of the profitability ratios there is a issue of concern, Net profit margin has decreased by 5% from 2019 to 2020. So that, the company's executives must take the necessary steps to reduce costs. However, the value of the hotel liquidity ratio, as measured by the current ratio, are 2.28 in 2019 and 2.00 in 2020. The company is therefore not as risk of running onto bad debt. The managers should however note that the ratio analysis is not singly the only tool to strategically manage a business. Ratio analysis has been seen to have some limitations as discussed above. They should look into the state of their finances in more diverse techniques in order to have a comprehensive report of the state of their finances as well as their going concern.





Table of Contents
Executive Summary	1
Introduction	3
Financial Analysis	4
Financial Analysis Trends	6
Profitability	6
Liquidity	7
Gearing	7
Knowledge from Ratio Analysis	8
Benefits and Limitations of Ratio Analysis	9
Conclusion 	11
Bibliography	12

















Introduction
Above all else, the interpretation of financial accounts is of prime importance to the going concern of any business. The Hotel industry enterprise is in no way different. Hotel accounting is seen to be the windfall for optimized judgement call and, if managed right, may generate positive results to hotels (Zhang, & Xie, 2021). The interpretation of their books of accounting into other units of measurement such as ratios enable accurate estimation of the company’s prospects as well as painting a picture of the company’s financial health. The Jury Inn has maintained an efficient accounting system that can enable a thorough analysis and review of the short term and long-term prospects of the company; as well as the overall sustainability and feasibility of the company’s operations. This is especially useful for the strategic management of the portfolio of hotels managed by Jurys Inn. Analysing the financial data in this way enables for a better and more palatable understanding of the state of the business as well as the weight of the matter at hand. 











Financial Analysis
Figure:1
Formula	Ratio	2019	2020
Gross profits/sales x 100	Gross Profit Margin	5050/5500x100=92%	5150/6000x100=86%
Net profits of the year/sales x100	Net Profit Margin	4008/5500x100=73%	4073/600x100=68%
Profit before interest/Total Assets less current liabilitiesx100	ROCE	4008-20 /6226x100 =64%	4073-18 /6274x100 = 65%
Sales turnover/Total Assets Less current liabilities	Total Assets turnover	5500/6226= .88 	6000/6274= .95 
Sales Turnover/Net current assets	Working capital Turnover	5500/1726= 3.18	6000/1624= 3.69
Current Assets/Current Liabilities	Current Ratio	3065/1339= 2.28	3240/1616= 2.00
Current Assets – Stock/Current Liabilities	Quick Ratio	3065-1450/1339= 1.20	3240-1420/1616= 1.12
Debtorsx365/credit Sales	Debtors Days	1600x365/5500= 106 days	1800x365/6000= 109 days
Creditorsx365/Credit purchases	Creditors Days	800x365/500= 58 days	870x365/850= 37 days
Total Debt/Total Assets= (Total Current Liabilities + Bank loan) ÷ (Total Current Assets+ Fixed Assets)  	Debt Ratio	(1339+150) ÷ (3065+4500) = .19	(1616+145) ÷ (3240+4650) = .22
Profit before Interest and Tax = Sales – COGS – Operating Expenses /Periodic Interest charges	Interest Cover	5500 – 450 -1022= 4028/20= 201	6000 – 850 – 1055 = 4095/18 = 227









Figure:2







Financial Analysis Trends
Profitability
Profitability ratio is the company's ability to earn profits in relation to sales, total assets and own capital (Santoso, Tjeng Gloria  and Supatmi 2021). 

The gross profit margin is used to show a company's top managers team having ability to raise funds. It is seen that though the sales in 2020 were higher than that of 2019, the gross profit margin is higher in 2019 since the gross profit in relation was better apportioned in 2019 than in 2020. Increased sales do not necessary mean increased profit.  It is true to say that it cost the company less to produce and render its services in 2019 than it did in 2020. The company needs to revisit its cost canters and establish the reason behind the deterioration of its efficient cost allocation.  Gross profit margins are said to be optimized once they reach the 40% threshold. Hence, the company’s executive committee should consider reviewing the costs it takes on and find a way to reduce the cost of goods sold.
The net profit margin is a metric that measures how effectively a company is run. It compares the net income to the net sales. There is a reduction of net profit margin ratio between 2019 to 2020 from 73% to 68% although the revenue increased £5500.000 to £6000.000 This is a drop in the profitability of the business. The ratio has revealed that the company managers must take the appropriate actions to lower its costs to raise net profit.
The ROCE is financial ratio that evaluates company’s profit generation capability through using the employed capital efficiently (Oberholzer, 2017). ROCE measures how much profit has been made from the capital input of a Business. A 20% or higher result on ROCE is satisfactory. This ratio is especially useful in drawing comparison between companies in the same industry. An organisation must watch internal yearly trends to observe performance. This ratio is also important in indicating the degree of an organisation’s ability to make profits form the assets under its umbrella. Companies’ investment in assets in order to get income. Companies strive to optimize the return they make on their assets. The return on capital registered by the company is 65% in 2020 and 64% in 2019.It is an indication that in 2020, there was an efficient use of capital. 
The entire quantity of goods or services sold by a corporation in a given period is known as sales turnover. The company has registered sales turnover of .88 in 2019 and .95 in 2020. This are not impressive figures for the company.
Working Capital turnover is an efficiency ratio. It indicates how efficiently assets are being used in the business entity. Working capital turnover of jury is are 3.18 in 2019 and 3.69 in 2020. This set of ratios showed that the business is not doing a great work of maximising revenue from its assets.

Liquidity
The ability of a business to meet maturing debt is measured by its liquidity ratio (Nuriasari, 2018; Widayanti et al., 2016). This percentage is significant because if the company does not pay its debts, it risks going bankrupt.

 The value of the hotel liquidity ratio, as measured by the current ratio, are 2.28 in 2019 and 2.00 in 2020. It means that, hotel is able to repay their current debts since their current assets outnumber their current obligations.
 
Quick Ratio shows the cash and cash assets which are debts that have to be paid within the next 1 year. A result of 1.1 or higher is satisfactory. The quick ratios by the two companies are 1.20 in 2019 and 1.12 in 2020. The metric therefore shows that the outstanding obligations can be met by the current assets available to the company both sufficiently and efficiently.


Gearing
A company's gearing is the amount of debt it employs to fund its operations in relation to its equity capital (CFI,n.d).
The low debt ratio (0.19 in 2019 and 0.22 in 2020) in Jurys Inn indicates that the assets of the company are funded by more equity funds than they are by debt. However, in 2020 company’s debt ratio is slightly high from the previous year but low and considered good. The company therefore has more assets than liabilities.
Company can finance their businesses either through equity or by acquiring debt. Getting an idea on the proportion financed by debt rationed against shareholder’s equity is the debt-to-equity ratio. It is a key performance indicator of the exact financial position of the company. If a company has more debts as compared to shareholder’s equity, it has been financing its operations mainly with debt. This is referred to as high gearing. Debt is not really a terrible sign since it may be used to fund growth. Debt finance has the potential to increase earnings beyond the amount that would have been considered possible using shareholder capital and equity. As long as the company is generating earnings by a higher amount than the costs and interest payments, it is efficiently generating value. The jury inn’s financial accounts reflect a high interest coverage ratio of 201 in 2019 and 227 in 2020 hence it has enough funds to service its debt. However, this may also mean that the company does not effectively optimize its debt in the most efficient way possible.


Knowledge from Ratio Analysis
It is often seen in business enterprises that the management team are savvy on other skills but not so much so on the comprehension of financial statements and accounts. It is for this reason that ratio analysis is primly important. Ratio analysis not only extracts financially data in a simplified way that can be easily understood by lane men, it also shows data that would have otherwise not been seen by skimping through financial accounts (Turegun, 2019). The following are some of the reasons why it is essential for Jury Inn to compute ratio analysis:
i) Used to examine the firm's current position in comparison to previous accounting periods.

Ratio analysis are used to show the firm's financial trends as presently represented.  The interpretation of values and figures appearance in financial statements and comparing them with prior records helps the company monitor trends that would otherwise not be picked on.
ii) Gives useful information for interested investors and creditors.
The information provided by ratio analysis are key performance indicators that can be used as a selling point for either future creditor and investors. These metrics provide qualitative indicators that determine key financial components of the business. The information rendered by financial ratios can help distinguish the company from others for key lenders and investors by showing the extent of financial health of the business. They assess both the credit worthiness of the company for creditors and its ability to generate returns for investors.
iii) Useful for strategic management and business planning.
Using financial ratios gives in-depth insight on the going concern of the business. By analysing the status quo of the finances, the management is able to plan for the future using trends monitored. This metric is also useful in exposing points of weakness that the company could be better at. Making data driven strategies secure the organization's future prospects in the industry.
iv) Business benchmarking.
Financial ratios are a basis of comparison (Pié Dols., Bonillo, Ribas, & Fabregat, 2019). Not only can the comparison be done within the internal environment of the company, but also in the external environment The company can compare its performance with that of its competitors in the industry to grade their performance and register areas of concern that they need to work on.


Benefits and Limitations of Ratio Analysis

Benefits.
1) Metric of operation efficiency.
Ratio Analysis is essential for validation and disapproving of the feasibility of resource allocation within the company. They are also used to measure the financial strength of the company in facing adversities and low seasons.
2) Stock valuation.
Ratio analysis data is cumulatively used to value the company. The ratio analysis allocates the company in terms of its profitability and how desirable are its shares. It values it in relation to other firms.
3) Simplifying data in financial statements and accounts.
By highlighting the interrelationship between different financial sectors, the company's stakeholders across all departments are able to understand the stages at hand for the company.
Demerits.
1) Window-dressing.
In order to paint a rosy picture of finances, the company may cook their ratio values in order to seem more profitable. These are used to allude to a better financial position than is the case in reality so as to lure investors and creditors. Hence, the ratios derived from the cooked books may be inaccurate.
2) Difference in accounting policies.
Due to a difference in accounting policies in different firms, it is difficult to use ratio analysis as a basis for comparison in an inter-industry perspective (Nair, 2019). It is therefore not a perfectly ideal basis of comparison. 
3) The information used in ratio analysis is historic in nature.
Since the information used reflect financial periods that have passed, they do not reflect the present status of the firm or the economy. Due to price changes, change in policies and other economic and financial fluctuations; the information from this metric may fall short of the needed capacity.



Conclusion 
The purpose of this report was to examine Jurys Inn's financial performance from 2019 to 2020. The ratio analysis is a good business tool that enterprises and organizations should consider looking into in order to effectively run and manage a business. Though financial statements provide raw data regarding company’s financial performance, to fully interpret the data from financial statements managers and investors need to analyse them through financial ratios (Cote, 2018). Hotels like Jurys Inn must be financially healthy and capable of maintaining their position in the hotel market by looking into ways in which the other companies in the industry are performing, they stand a chance of borrowing information that would enable them to effectively run the business. Despite the fact that Jurys Inn's liquidity and gearing ratios are positive, the profitability ratio is a source of concern for the company. To compete in the industry, it must increase its profitability. 



















Bibliography



Agustini, N. W., & Wirawati, N. G. P. (2019). Pengaruh Rasio Keuangan Pada Financial Distress Perusahaan Ritel Yang Terdaftar di Bursa Efek Indonesia (BEI). E-Jurnal Akuntansi, 26, 251.

CFI (n.d) ‘’ Gearing’’. Available at: https://corporatefinanceinstitute.com/resources/knowledge/finance/gearing/ (accessed on 14th February 2022)
Cote, R., 2018. Accounting for hospitality managers. East Lansing, Mich.: American Hotel & Lodging Educational Institute.

Nair Ph D, G.K., 2019. Dynamics of learning orientation, innovativeness, and financial 
performance of the hotel industry. Journal of Hospitality Financial Management,
27(1), p.4.


Nuriasari, S. (2018). Analisa Rasio Likuiditas Dalam Mengukur Kinerja Keuangan PT. Mustika Ratu, Tbk (Tahun 2010-2016). Jurnal Riset Bisnis Dan Investasi, 4(2), 1. 
Oberholzer, M., 2017. The relative importance of financial ratios in creating shareholders’ wealth. South African Journal of Economic and Management Sciences, 15(4), pp.416-428.


Pié Dols, L., Bonillo Alcaina, I., Ribas Barceló, J., & Fabregat Aibar, L. (2019). Analysis of some economic-financial ratios to analyze the financial crisis in five-star hotels in Barcelona and Madrid. Intangible Capital, 15(2), 99-113.
 Santoso,Tjeng Gloria  and Supatmi (2021) ‘’ Financial Ratio Analysis to Assess Financial Performance of the Hotel Industry, International Journal of Social Science and Business, Vol. 5, No. 3, 2021, pp. 346-353 



Turegun, N. (2019). Performance analysis of the restaurant and hotel industry: Evidence from Borsa Istanbul. Journal of Economics Finance and Accounting, 6(3), 115-123.
Zhang, D., & Xie, J. (2021). Influence of Tourism seasonality and financial ratios on Hotels’ exit risk. Journal of Hospitality & Tourism Research, 10963480211016038. 




Jurys Inn's Result

2019	Gross Profit Margin	Net Profit Margin	ROCE	Total Assets Turnover	Working Capital Turnover	Current Ratio	Quick Ratio	Debtors Days	Creditors Days	Debt Ratio	Interest Cover	99	73	64	0.88	3.18	2.2799999999999998	1.2	11	58	0.19	201	2020	Gross Profit Margin	Net Profit Margin	ROCE	Total Assets Turnover	Working Capital Turnover	Current Ratio	Quick Ratio	Debtors Days	Creditors Days	Debt Ratio	Interest Cover	86	68	65	0.95	3.69	2	1.1200000000000001	11	37	0.22	227	
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