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[bookmark: _Toc94752009]Executive Summary:
Ratio analysis is a statistical method that examines financial papers and reports to understand a company's operational performance, liquidity, profits, and profitability. The Jurys Inn is a well-known lodging. Ratio analysis was used to examine the hotel's 2019 and 2020 financial results. This hotel's profitability, liquidity, and gearing ratios are examined. The hotel's profit margins dropped overall in 2020 when compared to 2019. Liquidity ratios also showed a decrease in short-term assets, although the total amount of assets remained relatively stable compared to 2019. This reduction may be due to Covid-19. Jurys Inn's management has been able to identify their development scope, current state, and what they need to accomplish for development by using the ratio analysis. Ratio analysis may help businesses develop an effective company strategy and make accurate predictions. Lastly, it gives an organisation a sense of how it is progressing. Although it has numerous drawbacks, it is not easy to comprehend.
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[bookmark: _Toc94752010]A.0 Introduction:
Ratio analysis analyses a company's liquidity, operational efficiency, and profitability using its income statement and balance sheet. Investors and analysts may assess a company's financial health by analysing its past and present financial statements. Comparison data may indicate a company's performance through time and shortly using historical data (Friedlob and Schleifer, 2017).
A company's financial health may also be compared to industry norms and its rivals using this data. Numerous Jurys Inn hotel brand locations may be found across the U.K. and Ireland. A report on profitability ratios, liquidity ratios, and gearing ratios for 2019 and 2020 has been prepared in this report. Besides, the importance of understanding ratios and their fluctuations in hotel management will be described in this task. In addition, the report will cover the advantages and disadvantages of ratio analysis.
[bookmark: _Toc94752011]B.0 Financial Analysis:
[bookmark: _Toc94748891][bookmark: _Toc94752012]Profitability Ratios:
Long-term profitability may be assessed using profitability ratios based on income, assets on the balance sheet, operational costs, and equity in the overall company. A company's profitability and worth to shareholders may be judged by how well its assets are being used. The higher a company's sales profitability and cash flow ratios are, the more likely it is to be doing well (Bragg, 2022).
To compare a firm to its peers or the past, ratios are the most helpful tool to use. Profitability ratios come in a variety of shapes and sizes.
[image: Profitability Ratios | Types, Margin &amp; Return Ratios, Formula, Example]
[bookmark: _Toc94748942]Figure 1: Profitability ratios
Source: (Borad, 2022)
The hotel chain Jurys's profitability ratios will be examined in this research. The results are summarised in the table below:
Gross Profit Margin:
· Gross Profit Margin= Gross profit /Net sales × 100
	2019
	2020

	= (5050 / 5500) × 100 = 91.819 %
	= (5150 / 6000) × 100 = 85.833%


Net Profit Margin:
· Net Profit Margin= Net profit / Net sales × 100
	2019
	2020

	= (4008 / 5500) × 100 = 72.873 %
	= (4073/ 6000) × 100 = 67.883% 


Return on Assets:
· [bookmark: _Hlk94737918]Return on Assets =Net profit /Assets × 100
	2019
	2020

	= (4008 / 6226) × 100 = 64.375%
	= (4073/ 6274) × 100 = 64.919%


[bookmark: _Toc94748892][bookmark: _Toc94752013]Liquidity ratios:
The liquidity ratio is a significant financial metric to determine if a debtor can meet their current debt commitments without extra funding. It is possible to determine a company's ability to satisfy its financial obligations by using liquidity ratios (Boronenkova, Mironova and Popov, 2019). A company's ability to satisfy short-term obligations and produce cash flows may be assessed using liquidity ratios. Different types of liquidity ratios are shown in the figure below:
[image: CFA Level 1 Financial Ratios Sheet | AnalystPrep CFA Exams]
[bookmark: _Toc94748943]Figure 2: Different types of liquidity ratios
Source: (Coulon, 2020)
Based on the given data, the following liquidity ratios can be calculated:
Current Ratio:
· [bookmark: _Hlk94738974]Current Ratio = Current Assets/ Current liabilities
	2019
	2020

	= 3065/1339 = 2.29:1
	=3240/ 1616 =2.00: 1


Cash Ratio:
· Cash Ratio = (Cash + Stocks)/ Current liabilities
	2019
	2020

	= 1455/1339 =1.0866:1
	= 1425/ 1616 =0.882:1


[bookmark: _Toc94748893][bookmark: _Toc94752014]Gearing Ratios:
"Gearing" is the ratio of debt-to-equity capital that a firm uses to sustain its operations. Businesses with more excellent gearing ratios have larger debt-to-equity ratios than typical, raising their risk of financial disaster. Equipping an organisation means comparing how much it borrows from banks and other lenders to how much it receives from shareholders.
Depending on the industry in which a company operates, the suitable gearing level is determined. So, the gearing ratio of a company should be compared with a similar one (Corporate Finance Institute, 2022). Based on the given data, the debt-to-equity ratio is presented:
Debt to equity ratio:
· Debt to Capital Ratio= Total debt/Capital
	2019
	2020

	= 1489/2068 =0.720:1
	= 1761/ 2056 =0.8565:1


[bookmark: _Toc94752015]Financial Trend analysis:
[bookmark: _Toc94752016]Profitability ratio:
When comparing the data of 2019 and 2020, it can be observed that the gross profit margin in 2020 is lower than in 2019 because tourists or travellers were unable to migrate from one location to another owing to a pandemic; as a result, the hotel stayed unoccupied for the majority of the year in 2020 (Hospitality Technology, 2022). Furthermore, it can be observed that the net profit margin has decreased from 2019 to 2020. Due to the epidemic, this has decreased. On the other hand, the return on assets has barely grown from 2019 to 2020. This has been raised due to a slight rise in debtors in 2019.
[bookmark: _Toc94752017]Liquidity ratios:
When the values of 2019 and 2020 are compared, it can be observed that the company's assets for meeting short-term commitments have decreased in value compared to the values of 2019. As a result of the increased liability, this has been decreased. The cash ratio demonstrates its capacity to meet its immediate financial obligations. The cash ratio has been pushed out to 2020 rather than 2019. The value of 2020 implies that the corporation was unable to meet its urgent short-term obligations in 2020 but could meet them in 2019.
[bookmark: _Toc94752018]Gearing ratio:
When the value of 2019 and 2020 are compared, it can be observed that the value has grown from the prior year's value. Because both the debt and the firm's capital have risen, the company's value has risen as well. As previously said, the lower the asset's worth, the greater the amount of money the corporation may raise to pay off the debt by selling assets. As the company's worth rose in 2020, its capacity to pay its debts has only slightly decreased.
[bookmark: _Toc94752019]C. Understanding ratios and their variations are critical in the hotel industry:
Because hotels rely so heavily on long-term fixed and physical assets, financial measurements connected to the sector and individual companies are needed to evaluate the industry's and individual companies' performance (Iyengar, 2018). Juries Inn has used profitability, liquidity, and gearing ratios to assess its financial effectiveness over the past two years. The significance of knowing these ratios is discussed in the section below.
Profitability ratio: There is no cost of products sold in the hotel sector. Thus, the gross profit margin is higher than other industries, but the net profit margin is lower since operating costs are higher in this industry (Schoenebeck and Holtzman, 2019).
The hotel chain Jurys Inn will be able to assess if Gross Profit has risen or decreased using profitability ratios. In hotels whose gross profit margins have not improved, consumers are less likely to stay at the establishments. It is possible that if operating margin ratios remain flat or even decrease from the prior year, it will indicate that the organisation's efficiency has declined, in which case steps may be taken.
Liquidity ratio: Liquidity measurements can be used by anybody with an interest in evaluating a company's capacity to satisfy short-term financial obligations. Short-term obligations may be assessed by looking at the company's ability to satisfy them with the short-term assets it has at its disposal. Payroll, equipment leasing, and other short-term obligations are some of the hotel industry's short-term liabilities (Walsh, 2017). Because the industry is continually evolving, organisations must ensure that their existing obligations are matched with their current assets.
Hotel chain Juries Inn uses liquidity ratios to determine whether it can pay short-term debts because if it can't pay short-term debts, it won't be able to run its business, and having excess short-term assets reduces earnings because it would be more profitable for the company if it invested than if the assets were left idle. Furthermore, understanding the market's fluctuations might help the company decide whether or not to invest. 
Gearing ratio: Gearing ratios can provide insight into a hotel's long-term financial health. These ratios measure a company's ability to pay back its debts over the long run. The hotel industry has several long-term commitments, such as long-term debt and short-term liabilities (Schoenebeck and Holtzman, 2019).
It is essential for hotel operator Jurys Inn to know how much of its assets it has to pay off its debts by selling assets. If the value has been diminished, the corporation can take the appropriate actions. Because of this, education is a need.
To summarize, Jurys' management will profit from an in-depth knowledge of ratio analysis in order to run their business efficiently and profitably in the competitive environment 
[bookmark: _Toc94752020]D. Advantages and disadvantages of ratio analysis:
[bookmark: _Toc94752021]Benefits of ratio analysis:
Data that may be leveraged for organizational assessments as well as evaluations between organisations benefit greatly from the usage of ratios. Instead of immediately responding to requests, they are used to solve pressing issues. Ratio analysis is very beneficial and may be used for the following purposes:
There are many different ways to evaluate the health of a business, but one of the most common is using ratio analysis. Bankers, investors, and executives all benefit from this information. Financial statement analysis is highly dependent on this technique, which may be customised to meet the needs of every given customer. Ratios give a thorough overview of a company's performance for each division (Schoenebeck and Holtzman, 2019).
An additional method for assessing a company's overall success is the use of profitability and solvency metrics. Because of this, investors are able to observe how well the company's operations are functioning and how well the management takes decisions. In addition, it helps determine whether or not the company is over or under-leveraged. In order to assess asset utilisation and profit growth, ratio data must be examined.
When comparing two firms, ratio analysis makes comparisons between them more accessible. There is no way to compare two firms based on their financial statements. It is common for investors to see how a firm compares to others in its industry. Furthermore, it helps determine whether or not the firm is over or undervalued concerning its competitors' valuation of the same (WallStreetMojo, 2022). Aside from benchmarking against competitors, it may also compare various departments within the same corporation. Managers use ratios regularly when deciding which division to invest in or which division to close.
Although overall performance looks to be adequate, there are moments when management's attention is required. An additional benefit of Ratio Analysis is that Ratios like debt service ratio analysis assist in acquiring more thorough understanding. In this way, the management staff is free to focus on other tasks.
[bookmark: _Toc94752022]Drawbacks of ratio analysis:
Ratio analysis has several significant drawbacks, including:
Based on real historical results made public by the company, the data was used in this study. To put it another way, ratio analysis indicators may not always be a reliable predictor of future company results.
An increase in the cost of goods and services, as well as other factors, might have an impact on the timing of the production of financial statements. Consequently, the company's financial statements do not accurately reflect changes in market values over time. When inflation is taken into account, it is impossible to compare statistics from different periods.
If the organisation has made the change, it may have a significant impact on financial reporting. It's impossible to compare the results obtained before and after a change in the financial measurements employed in ratio analysis. It is the analyst's duty to keep up with changes in accounting rules. The notes to the financial statements are often used to detail the changes that have occurred (Corporate Finance Institute, 2022).
From the supply chain strategy to the selling product, the operational structure of a corporation might drastically change. If financial metrics are compared before and after a significant operational transition, it is possible that inaccurate conclusions about the company's performance and prospects be drawn.
[bookmark: _Toc94752023]E. Conclusion:
Ratio analysis may be a valuable tool for executives who want to evaluate their company's financial strengths and weaknesses before making future decisions. Evaluate the company's financial position and performance by using this application. Ratio analysis is used to determine a company's ability to satisfy its financial obligations and expectations. Juries Inn ratio figures show that the firm had various changes between 2019 and 2020. As seen by profitability statistics, the outbreak has reduced the earnings of this hotel business. According to liquidity ratios, this hotel's ability to pay the short-term debt was lowered because of the pandemic, which necessitated a large number of short-term commitments. It can also be observed that the company's ability to pay long-term obligations by selling its assets has remained relatively unchanged since 2019. Due in large part to the covid-19 outbreak.
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