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Executive Summary

The key business prospects which will be analysed and applied in this report are the financial ratios. Financial ratios are an essential calculation-based approach for businesses to use in order to proactively analyse the variety of accounting information and make forecasts in accordance to those. This can refer to a company’s transactional history, an entire industry or a sector. For this particular report, Ffion Limited will be the implied business for analysis. This is a business based in the hospitality and catering sector which has a collection of evidence to use in order to demonstrate the use of financial ratios.
There are different types of financial ratios and they vary in roles within the accounting sphere of business. Some of them may contribute for a larger quantity of information in comparison with others. This is due to the fact that the financial ratios are utilised in correspondence with the different types of business intelligence. Although not all types will be enlisted in this report, three major categories will be fully described in terms of function – profitability, liquidity, and as well as that gearing. 
The information which is usually extracted for the making of financial ratios originates from balance sheets, income statements, cash and net flow statements, and further analysis on additional transactions and inventory value. The provided data from the ratios is a direct numerical representation over performance which is a key aspect to consider when evaluating the information. They assist companies in making more informed decisions and gaining an important insight in terms of financial positioning and necessary adjustments.
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Introduction
The nature of financial ratios is essential to business performance. Those are forms of relationships which are collectively worked on to strengthen from provided accountancy information from balance sheets and other sources. In the likelihood that the financial relationships or ratios are strengthened, this means that the business will have a clear and concise notion of its stance in the market with little to no possibility of weaknesses remaining undetected. Financial ratios give the solution to problems such as undetected irresponsible and risky spending or investment in business, for example (Investopedia, 2019). Authorities which primarily use financial ratios are bankers and serious investors alongside business analysts  
Financial ratios can also be an expendable tool for the financial managers at Ffion Limited as a way to measure success and how to reach further profitability with better utilisation of financial resources (Inc.com, 2018). Even when success rate is unavailable for measure, the business can benefit from performance indications for following proper trends and going as far as to be able to predict them well enough. Some business analysts argue that there is great power for any business across the industries, including the hospitality one, where trends are easily changeable but followed well in the same way.
Financial ratios are an additional assistance to clear judgment over Ffion Limited although they cannot replace the experience which the organisation has gained on its own. In terms of performance, there is a common concept across the business sectors, namely the KPIs which stand for Key Performance Indicators. Those are described well as a vital quantifiable signal that a business can receive and transmit towards a measurable progress in a given direction where organisational goals will be executed (Chron.com, 2010).


Financial Analysis
The following is the solution to the given assignment problem over the period of two years including many financial ratio types. 
	RATIO
	Year - 2017
	Year -2018

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

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

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

	Assets turnover - total 
	3.35 (9000/2684)
	3.15 (9500/3014)

	Working capital turnover
	9.15 (9000/984)
	7.52(9500/1264)

	Current ratio
	2.15 (1839/855)
	2.43 (2152/888)

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

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

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

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

	Interest cover
	63.30 (623+10/10)
	35.10 (307+9/9)





Financial Analysis Trends

Profitability Types of Ratios
When it comes to ratios in the profitability category, there are centralised measures taken for the income for Ffion Limited. The profitability ratios are the ones used to collect all of the gains or profit amount that the business has made for a particular framework. They act as a catalyst for identifying how well sales of product or service have been going for the timeframe set in place – this can range from a date to date, week, monthly most commonly, or even annually. The money made by the business is the only aspect which the profitability ratios focus on, disregarding cost in some of the types of ratios completely (Chiaramonte, and Casu, 2017). 
The three types of profitability ratios examined in this section are gross profit margins, net income margins and also return on capital employed. 
Some of those margins will notably not follow a gradual or a stable pattern depending on the aspect of profitability they examine. This is not necessarily a negative indicator. For example, the gross profit margin is what will appear to fluctuate all across the year and its frequency will depend on the industry where operation takes place. For the hospitality industry, the gross profit margin will adopt a continuously changing nature as the industry itself is very vulnerable to external influences such as economics and environment. 
Reasonably enough, this is when hotels make an informed decision to set benchmarks in the industry – those affect the micro business environment and aim to let the business enhance its performance without too much macro environmental disruptions. Despite the benefits, it remains an unknown fact as to whether Ffion Limited has decided to utilise benchmarks or not. A rule remains, however, for the gross profit margin. When this type of ratio is in increase, this indicates increase in profit which is positive for the business. When gross profit margin decreases, this means that profit for the company decreases as well which is in turn – a negative aspect, that the hotel in question, for instance, should be working on to improve (Hedija, Fiala, and Kuncová, 2017).
The result from the financial analysis trend claims that there is around 30% decrease in the gross profit margin which therefore means that there is the same level of decrease in the core income/gain to Ffion Limited Hotel.
Occupancy rate is linked to gross marginal profit in the sense that this rate describes how frequently the hotel is occupied by guests and even the number of guests per given period of time. Importantly enough, the influence of macro factors may again act against the hotel’s profit-making potential. Environmental changes are what usually can put off the most customers if weather conditions are unfavourable – rain, wind, storms, etc. This means that the occupation rate will become lower for less guest occupancy. The opposite can also be true. With very favourable environmental conditions, there will be a higher occupancy rate in the Ffion Limited as there will be more guests to book hotel space.
However, the financial analysis of the hotel’s trends indicate that there is also a decrease on occupancy rate which is a natural indication taken into account that the gross profit margin is lower than before 2017. Thus, there is a definite decline in profit and this in turn will affect the next profitability ratio type – net profit margin.
The net profit margin for Ffion Limited is definitely at a lower rate as a result of gross profit margin, and occupancy rate statement. The net profit income is a definition of the ratio which accounts for financial information when the operational costs of the business are deducted from the gross profit margin value. As the gross profit margin is already 30% lower in value, this will be decreased further from the cost subtraction. 
There can be a few interpretations as to why the net income profit along the rest of the ratios are lower (negative) than last years’ – one explanation is that the Ffion hotel does not cope well with the required standards of customer service and therefore more customers leave the hotel unsatisfied. This is interrelated with KPI being in a poorer state for the hotel. Another reasonable explanation is a potentially increasing operating cost that is more prominently decreasing the business gain when calculating net income.
Return on capital unemployed (ROCE for short) is the final ratio type for examination from the profitability category.  This is the ratio which measures the exact ways that will result in increased efficiency in the process of making money for a business (Defranco and Lattin, 2007). This means that there are more opened opportunities for profit making which may be quicker and in a larger quantity than previous revenue streams. For the hotel, the ROCE ratio is reduced which means that the business is spending money inefficiently and as well as that ineffectively. The rule of the return on capital unemployed should be twice as much as the interest rates that the business deals with at current time. This would mean that the financial decisions which the company makes are positive and well thought of.

Liquidity Types of Ratios
The liquidity ratios are seen as a proportion that indicates the amount of times a business is in a position to hide short-run liabilities and expenses. The best and secure operation of a business with coverage over those expenses is once the magnitude relation is as shut as 1:1 – though, this result can even be a warning call that there's an excessive quantity of stock that are left unused. though world wide web gross margin is a smaller amount than average, the liquidity ratios show that the edifice manages to hide its expenses to an adequate degree to continue running the operations.
Creditor days ratios are a part of the liquidity side that's used into the business by monetary managers. These shows not whether or not the business is in a position to secure paying the prices well however quickly short term debts are coated (Chiaramonte and Casu, 2017). By re-negotiating the payment terms, Ffion restricted has managed to secure its short term payments and expenses to an adequate degree and with success cowl them. This can be conspicuously discovered between businesses and their suppliers or within the instances of automatics credit reminders.

Gearing Ratio
The term wheelwork is outlined because the quantity of borrowed cash by a business in comparable analysis against equity. Businesses of all types may see borrowing cash as necessary within the instances after they would really like an equivalent management over the market while not hoping on sales. This can be solely a short lived resolution because the business can eventually be needed to come those a reimbursement and therefore it's utilized in emergency things. Within the chance of lower debts ratios, once the business doesn't believe an excessive amount of on borrowings either, the banks are a lot of lenient in disposition the corporate a politician loan. The banks can take into account the low debt magnitude relation as a proof for substantial business equity that mechanically decreases changes of bankruptcy (Gemar, Soler and Guzman-Parra, 2019).
The interest cowl, on the opposite hand, is another indicator. It illustrates whether or not a business and its monetary managers are capable of payment over all interest-charged debts from banks and official loaners. Ffion restricted and it’s decreasing net margins shows on falling interests. Notwithstanding for the instant the corporate is in a position to hide prices, this could not be the case within the long-standing time once the monetary resources run out.

Knowledge from magnitude relation Analysis
The monetary and economic position of the corporate is incredibly well evaluated through the help of magnitude relation analysis. Once the ratios are applied effectively in situ, they correspond with the answers of queries like what the speed of fluctuation is for profits margins and at what stage it's presently. This would be one in all several different exemplary queries that a business can be asking.

Benefits and Limitations
In terms of advantages, the most important advantage that magnitude relation analysis provides needs to do with forecast creation of figures and analysis. A business desires to predict what following few months and years could lay out ahead so as for it to optimise operation and gain a competitive edge against the competition within the same business (Hedija, Fiala and Kuncová, 2017).
In terms of limitation, monetary ratios are time intense and typically, despite however in-depth they seem, they can't be a supply to fully trust for decision-making. In some markets trends could suddenly amendment and take a totally completely different direction to that a business cannot use its monetary managers to create fast selections – they'll take time to return up with new budgeting systems and forecast supported new and in depth analysis PRN.

Conclusion
This is the report supported the ratios of liquidity, profitableness and yet as that wheelwork, that were joined to the edifice Ffion restricted. The ratios and their methodology give huge results for a few terribly specific classes that aim to help the business in making a prediction plans and assume before trends make the impact first.
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