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[bookmark: _Toc121233957]Introduction 
Financial analysis is considered as substantial tool in analysing current financial situation and predicting future performance of the company (Atrill, 2017). Likely, Nuryani and Sunarsi (2020) in their study indicated that financial analysis assists the investors, senior managers, and analyst in determining the risk and opportunities through providing an insight and information related to company. However, the aim of this assessment is to conduct a full financial performance analysis of the company operate in Hotels and Entertainment sector from the FTSE 350 listing companies using financial ratios and key elements. For the purpose of this Whitbread Plc WBD was chosen. Lastly, it provide a conclusion and recommendations based on the analysis and key elements of the organisation. 
[bookmark: _Toc121233958]Company’s Overview 
Whitbread Plc is renowned as one of the leading firm in UK’s Hotels and Entertainment sector. The company provide a services in chain of restaurants, hotels, health and fitness clubs, and coffee shops across the UK, and international countries as well (Whitbread Plc. Annual report, 2021/2022). The company’s headquarter is located in (Bedfordshire) UK, and currently it operate approximately 840 hotels in the UK and approximately 82,000 rooms in great locations. Moreover, company provides accommodation and food services under seven different brands (e.g. Cookhouse & Pub , Premier Inn, , hub by Premier Inn, Brewers Fayre, Bar+Block Steakhouse, Beefeater, ZIP by Premier Inn, thyme, Table, and WHITBREAD INNS (Whitbread Plc. Annual report, 2021/2022). Further while referring to its restaurants, these restaurants provide a wide range of food including char-grilled food, salad, all-day dining, steaks, classic pub food, desserts, and kids menus.
[bookmark: _Toc121233959]Key elements of Whitbread Plc
This section provides a comprehensive analysis of the key elements that should be used in analyses such as profitability, liquidity, solvency, efficiency and growth. These ratios are often chosen from some integrated financial statement of companies for comprehensive analysis of their financial performance.
[bookmark: _Toc121233960]Profitability Ratios
Profitability ratios measure how efficiently the business is working in terms of generating profits from its operations. It is important to analyse profitability ratios as it can provide an insight into the overall performance of a business (Madushanka and Jathurika, 2018). The following profitability ratios are often used to analyse the financial performance of companies.
1. Gross Profit Margin Ratio
2. Net Profit Margin Ratio
3. Operating Profit Margin Ratio
4. Return on Equity (RoE) ratio
5. Return on Assets (RoA) Ratio
[bookmark: _Toc121233961]Liquidity Ratios
Liquidity ratios measure the ability of the business to meet its short-term financial obligations. It is important to analyse liquidity ratios as it can provide an insight into the company’s short-term financial situation (Kadim et al., 2020). The following liquidity ratios are used to analyse the financial performance of companies.
1. Current ratio
2. Quick ratio
3. Cash Ratio
[bookmark: _Toc121233962]Solvency Ratios
Solvency ratios measure the ability of the business to meet its long-term financial obligations. It is important to analyse solvency ratios as it can provide an insight into the company’s long-term financial situation (Mukhtarov et al., 2022). The following solvency ratios are used to analyse the financial performance of companies.
1. Debt-to-Equity Ratio
2. Interest Coverage ratio 
3. Debt-to-capital ratio
[bookmark: _Toc121233963]Efficiency Ratios
Efficiency ratios measure how efficiently the business is working in terms of generating profits from its operations and managing its assets (Bazot, 2018). It is important to analyse efficiency ratios as it can provide an insight into how well the company is performing. The following efficiency ratios are used to analyse the financial performance of companies.
1. Inventory Turnover Ratio 
2. Accounts Receivable Turnover Ratio 
3. Fixed Assets Turnover Ratio
4. Total Assets Turnover Ratio
[bookmark: _Toc121233964]Growth Ratios
Growth ratios measure how well the business is growing over a period of time. It is important to analyse growth ratios as it can provide an insight into the business’s long-term prospects (Fajaria and Isnalita, 2018). The following growth ratios are used to analyse the financial performance of companies.
1. Revenue Growth Ratio 
2. Gross Profit Growth Ratio 
3. Net Profit Growth Ratio 
The five-year financial performance of Whitbread Plc should be analysed using these key elements and any pertinent extra information from the cash flow statement as well. Vertical and horizontal assessments of the income statement and the statement of financial position have been included in the study. This will provide a comprehensive evaluation of the financial performance of the organisation. Additionally, it may be useful to compare Whitbread Plc’s performance with that of other companies in the industry, as this may provide useful insights into how Whitbread Plc is performing relative to its peers. Finally, it is essential to consider any external factors (e.g. economic conditions) which may have an impact on Whitbread Plc’s financial performance during the period under review. However, following elements and ratios have been considered to analyse the financial performance of Whitbread Plc’s.
[bookmark: _Toc121233965]Financial Ratios 
Financial ratios plays an essential role in evaluating the financial performance of the company across different time period (Nuryani and Sunarsi, 2020). According to Bhimani (2017) financial ratios helps the investigator in determining the strengths and weakness of the company. The author further added that these financial ratios are created through using numerical data from financial statements of the company. However, in the case study of Whitbread Plc profitability, liquidity, gearing, and efficiency ratios have been calculated covering the period from 2018 to 2022. All financial information has been derived from financial statements (income statement and balance sheet) of the company using Morningstar website, and all information are recorded in £ Million. 
[bookmark: _Toc121233966]Profitability Ratios
Profitability ratio is one of the vital step in conducting financial analysis of business organisation, as it helps in demonstrating the capabilities of the company in generating profit for the shareholders and management (Langemeier and Yeager, 2018). Generally, the higher profitability ratio suggested that company has higher capability in generating profit, or lower profit suggested lower capabilities in generating profit. However, there are various measures that can be used for profitability of the company. Among these ratios operating profit margin and net profit margin ratios were calculated through using formulas.
[bookmark: _Toc121233967] Operating Profit Margin
Table 1 - Operating Profit Margin - Whitbread Plc (2018 to 2022)
	Operating profit Margin: (Operating Profit / Sales) × 100

	 Year 
	 Operating Profit £m  
	 Sales £m  
	 Operating Profit Margin 

	2018
	903.8
	3295.1
	27.43%

	2019
	534.6
	2049.1
	26.09%

	2020
	479.3
	2071.5
	23.14%

	2021
	-642.2
	589.4
	-108.96%

	2022
	34.7
	1703.4
	2.04%



Table 1, indicates profitability of Whitbread Plc over the five years periods from 2018 to 2022. It is imperative to note that company’s profitability is declining overtime, as net profit margin was recorded as 27.43% in 2018, and it changed from 27.43% to 26.09% in 2019. Moreover, it further declined in 2020 up to 23.14%, and significantly decreased in 2021 and recorded as -108.96. The primary reason of decrease in net profit margin was due to the decline in sales of the company (See Appendix - A). Further, as per The Guardian Newspaper (2022) it has also been reported that Premier Inn owner Whitbread plc has experienced a loss of £1bn sales amid Covid-19 lockdowns. It further evaluated that it was one of the challenging year of company’s history. However, company has started recovery its sales through marketing and encouraging its customers back with more perks and benefits (The Guardian Newspaper, 2022) which in turn increases in its profitability in year 2022 by 2.04%. Further, it can also be visualise with the help of graph, as shown below:
Figure 1 - Operating Profit Margin - Whitbread Plc (2018 to 2022)










[bookmark: _Toc121233968]Net Profit Margin 
Table 2 - Net Profit Margin - Whitbread Plc (2018 to 2022)
	Net Profit Margin: (Net Profit / Sales) × 100

	 Year 
	 Net Profit  £m  
	 Sales £m  
	 Net Profit Margin 

	2018
	36.4
	3295.1
	1.10%

	2019
	176.8
	2049.1
	8.63%

	2020
	217.9
	2071.5
	10.52%

	2021
	-906.5
	589.4
	-153.80%

	2022
	42.5
	1703.4
	2.50%



Net profit margin is another measure of profitability that is used to determine the ability of the company in generating profit. It can be observed that there are uncertainties in net profit margin of the company from 2018 to 2022. Although, it has been sharply declined in 2021 up to -153.80% due to reduction in sales of company. As, outbreak of Covid-19 negatively influence on business organisations, especially tourism, hotels, and entertainment services sector. Another reason of decline in profitability of the company is due to increasing rate of inflation in utility bills, labour, food, energy and beverage costs, and increasing cost of marketing and investment cost (The Guardian Newspaper, 2022). However, company’s net profit margin changed into positive from -153.80% in 2021 to 2.50% in 2021, as company seen an increase in demand for accommodations. Further, it can also be illustrated with the help of graph, as shown below:
[bookmark: _Toc121233969]Liquidity RatiosFigure 2 - Net Profit Margin - Whitbread Plc (2018 to 2022)

Liquidity ratio is another important financial metrics that helps the analyst in assessment of debt management of the company. Likely, Nuryani and Sunarsi (2020) in their study indicated that liquidity ratio is used to demonstrate the ability of the company in covering its current liabilities. In other words it helps in depicting the financial position of company to meet its short terms obligations. Generally, the higher liquidity ratios show greater ability of the company in meeting its obligations. However, there are various measure for liquidity ratio, in the case study of Whitbread Plc, current ratio and quick ratio were used through using formulas. 
[bookmark: _Toc121233970]Current Ratio
Table 3 – Current Ratio - Whitbread Plc (2018 to 2022)
	Current Ratio: Current Assets/Current Liabilities

	 Year 
	 Current Assets  £m  
	 Current Liabilities £m  
	 Current Ratio 

	2018
	332.2
	932
	0.36

	2019
	3543.7
	949.9
	3.73

	2020
	833
	646.9
	1.29

	2021
	1350.5
	775.3
	1.74

	2022
	1268.2
	719.6
	1.76








Table 3, refers to the Whitbread Plc’s ability in paying its short-term obligations. Notably, company’s current ratio is calculated to be greater than one over the time period, which implies that company can pay its short-term liabilities before its due data (Nuryani and Sunarsi, 2020).  However, it can be seen that company’s current ratio sharply fell from 3.73 in 2019 to 1.29 in 2020. The primary reason of fall in current ratio was due to decline in current assets (cash and securities) of the company (See Appendix - B). Moreover, as per the report of Hospitality Insights (2022) it has also found that decline in sales causes decline in net cash availability. Hence, company’s careful management of cash has significantly helped the company in protecting its liquidity position (Hospitality Insights, 2022), and afterwards there is an improvement in its current ratio, as shown in a figure below:Figure 3 - Current Ratio - Whitbread Plc (2018 to 2022)

[bookmark: _Toc121233971]Quick Ratio
Table 4 - Quick Ratio - Whitbread Plc (2018 to 2022)
	Quick  Ratio: (Current Assets - Inventory)/Current Liabilities

	Year 
	 Current Assets £m   
	Inventory £m  
	 Current Liabilities £m  
	 Quick Ratio 

	2018
	332.2
	48.8
	932
	0.30

	2019
	3543.7
	14.5
	949.9
	3.72

	2020
	833
	13.7
	646.9
	1.27

	2021
	1350.5
	12.1
	775.3
	1.73

	2022
	1268.2
	19.4
	719.6
	1.74



Quick ratio is another measure of liquidity position excluding inventories of the company. Similar to the current ratio, company’s quick ratio is also found to be greater than one over the time period, which indicated that company can pay its short-term liabilities before its due data (Nuryani and Sunarsi, 2020). However, quick ratio has also fell in 2020 due to negative influence of Covid-19 which lead to shortage of net cash and securities of the company (Hospitality Insights, 2022). However, company’s strategies and careful management of cash has helped the company in improving its liquidity position, and it reached at 1.74 in 2022. Further, it can also be illustrated with the help of graph, as shown below:Figure 4 - Quick Ratio - Whitbread Plc (2018 to 2022)

[bookmark: _Toc121233972]Efficiency Ratios
Efficiency ratio is another most essential financial metrics that helps the researcher in evaluating the ability of company in generating income (Setiany, 2021). However, there are various measures that can be used for efficiency ratios of the company that looks at various aspects of the company’s efficiency in cash collection, payments, using assets, fixed assets, and converting inventory into cash. In the case study of Whitbread Plc., inventory turnover ratio and assets turnover ratio have been calculated through using formula. 
[bookmark: _Toc121233973]Inventory Turnover Ratio
Table 5 – Inventory Turnover Ratio - Whitbread Plc (2018 to 2022)
	Inventory Turnover Ratio: COGS / Inventory

	 Year 
	 COGS £m  
	 Inventory £m  
	Inventory Turnover Ratio

	2018
	2391.3
	48.8
	49.00

	2019
	1514.5
	14.5
	104.45

	2020
	1592.2
	13.7
	116.22

	2021
	1231.6
	12.1
	101.79

	2022
	1668.7
	19.4
	86.02



Table 5 refers to the inventory turnover ratios of the Whitbread Plc, over the past five years. It is imperative to note that there is an increasing trend, and then declining trend. As inventory turnover days was recorded 49 days in 2018, and it increased up to 116 days in 2020. The primary reason of increase in inventory turnover was due to fell in sales of the company. However, then again there is a bouncing back, and company’s inventory turnover ratio was recorded 86 days in 2022. Thus, it demonstrated that company’s efficiency in delivering its product has been increased after demand crises in 2019, triggered by Covid-19 pandemic (Hospitality Insights, 2022). These increasing and declining trend can also be explained with graphical representations, as shown in a figure below:
Figure 5 - Inventory Turnover Ratio - Whitbread Plc (2018 to 2022)

[bookmark: _Toc121233974]Assets Turnover Ratio
Table 6 - Asset Turnover Ratio – Whitbread (2018 to 2022)
	Asset Turnover: Revenue/Total Assets

	 Year 
	 Revenue £m  
	 Total Assets £m  
	 Asset Turnover £m  

	2018
	3295.1
	7398.9
	0.45

	2019
	2049.1
	10034.3
	0.20

	2020
	2071.5
	7825.5
	0.26

	2021
	589.4
	8798.6
	0.07

	2022
	1703.4
	9566.5
	0.18



Table 6, also refers to the efficiency of company in using assets to generate revenues. Again referring to above table, it can be seen that there are uncertainties in asset turnover ratio, but it overall fell up to 0.18 in 2022 from 0.45. The reason for decline in asset turnover was primarily due to the fell in revenue of the company. Thus, it is an alarming situation for the company, and it suggested that company’s efficiency in generating revenue has been decreased with time. These trends in asset turnover ratio can also be explained with the help of graphical representations, as shown in a figure below:Figure 6 - Asset Turnover Ratio – Whitbread (2018 to 2022)

[bookmark: _Toc121233975]Gearing Ratios
Gearing ratios is also used as a financial metrics to compare the company debt and shareholders’ equity in different ways to determine the financial stability and leverage of the company (Bhimani, 2017). In simple words, it helps in determining how much company's operations are funded by debt, as compared to shareholders’ equity.  However, in the case study of Whitbread Plc., interest coverage ratio and debt to equity ratio were identified, as shown below: 
[bookmark: _Toc121233976]Interest Coverage Ratio
Table 7 - Interest Coverage Ratio - Whitbread Plc (2018 to 2022)
	Interest Coverage Ratio: EBIT/Interest Expense

	 Year 
	 EBIT £m  
	 Interest Expense £m  
	Interest Cover Ratio £m  

	2018
	580.1
	40.9
	14.18

	2019
	364.2
	147.3
	2.47

	2020
	424.2
	128.3
	3.31

	2021
	-853.6
	147.5
	-5.79

	2022
	229.3
	166.6
	1.38



Interest coverage ratio is another financial metrics that refers to the ability of the company in paying interest on its outstanding debt. Generally, the higher ratio (i.e. greater than two) is more attractive for the investors, and it implies that company can easily pay its interest expense, or vice-versa. However, in the case study of Whitbread Plc, its interest covering ratio has been fell with time, and it recorded a negative in 2021. The decrease in interest rate attributed to increase rate of interest rate, and other costs which tends to decrease in EBIT and interest coverage ratio (The Guardian Newspaper, 2022). Thus, it is essential for company to seek alternative ways, and strategic decisions making to overall improve its financial stability. These trends in interest coverage ratio can also be explained with the graph line, as shown below:Figure 7 - Interest Coverage Ratio - Whitbread Plc (2018 to 2022)


[bookmark: _Toc121233977]Debt to Equity Ratio
Table 8 – Debt to Equity Ratio - Whitbread Plc (2018 to 2022)
	Debt/Equity Ratio: Total Debt/Total Equity

	 Year 
	 Total Debt £m  
	 Equity £m  
	Debt to Equity Ratio £m  

	2018
	4816.8
	2582.1
	1.87

	2019
	4381.6
	5652.7
	0.78

	2020
	4076.7
	3748.8
	1.09

	2021
	4964.5
	3834.1
	1.29

	2022
	5447.5
	4119
	1.32



Debt to equity is another financial metric, and it is generally considered good lower than 1 (Bhimani, 2017). Referring to the above table, it can be seen that company’s debt to equity is found to be greater than 1 over the time period, which implies that that company’s higher amount of assets are financed through using debt than equities. As it can be seen that it was recorded as 1.87 in 2018, 0.78 in 2019, 1.09 in 2020, 1.29 in 2021, and 1.32 in 2022. Thus, it is essential for company to restructure its debt, and pay-off loans to attract the investors, and overall maintain their position at market place. These trends in debt to equity ratio can also be explained with the help of graph line, shown below: Figure 8 - Debt to Equity Ratio - Whitbread Plc (2018 to 2022)


[bookmark: _Toc121233978]Conclusion 
The main emphasis of this assessment was to analyse the financial performance of the company operate in Hotels and Entertainment sector from the FTSE 350 listing companies, and for the purpose of this Whitbread Plc WBD was chosen. Hence finding revealed that company’s profitability, liquidity, gearing, and efficiency ratios have been significantly declined from 2019 to 2021. The primary reason of decline in these ratio was due to negative influence of Covid-19 and increasing rate of inflation. However, in 2022 there is a slight improvement in financial position of Whitbread, as company used different strategies, perks, and benefits to target back its customers.
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	Income Statement
	
	
	
	
	

	
	2018
	2019
	2020
	2021
	2022

	Fiscal Year Ends
	2/28/2018
	2/28/2019
	2/29/2020
	2/28/2021
	2/28/2022

	Turnover
	3295.1
	2049.1
	2071.5
	589.4
	1703.4

	Expenses
	2391.3
	1514.5
	1592.2
	1231.6
	1668.7

	EBITDA
	812.3
	727.9
	693
	-553.4
	556.2

	EBIT
	580.1
	364.2
	424.2
	-853.6
	229.3

	Operating Profit (reported)
	903.8
	534.6
	479.3
	-642.2
	34.7

	Operating Profit (adjusted)
	
	
	
	
	

	Investment Income
	1.8
	-0.7
	-2.3
	-8.5
	-1.7

	Exceptional Items
	-21.4
	-172.6
	-73.9
	12.2
	174.8

	Net Interest
	-40.9
	-147.3
	-128.3
	-147.5
	-166.6

	Pre-tax Profit
	548.4
	218.1
	280
	-1007.4
	58.2

	Tax
	112
	41.3
	62.1
	-100.9
	15.7

	Profit After Tax
	436.4
	176.8
	217.9
	-906.5
	42.5

	Minority Interests
	1.6
	
	
	
	

	Profit For Financial Year
	438
	3731.4
	217.9
	-906.5
	42.5

	Ordinary Dividends
	-177.6
	-187.4
	-159.9
	
	

	Non-Equity Dividends
	
	
	
	
	

	Retained Profit
	260.4
	3544
	58
	-906.5
	42.5

	Per Share Data
	
	
	
	
	

	Dividend per Share
	83.59
	88.02
	85.66
	0
	0

	Normalized EPS
	213.45
	147.71
	157.6
	-500.43
	-41.99

	Reported EPS
	205.4
	82.65
	124.7
	-481.9
	20.9

	Norm Discontinued EPS
	
	
	
	
	

	Investment Ratios
	
	
	
	
	

	Profit Margin
	0.27
	0.26
	0.23
	-1.09
	0.02

	DPS Growth
	0.06
	0.05
	-0.03
	
	

	Dividend Cover
	2.68
	2.36
	0.98
	
	

	Norm EPS Growth
	-0.02
	-0.31
	0.07
	
	

	Reported EPS Growth
	0.04
	7.5
	-0.93
	
	

	Others
	
	
	
	
	

	Market Cap at B/S Date
	7126.97
	8758.86
	5724.55
	6855.6
	5906.88


[bookmark: _Toc121233982]Appendix - B (Balance Sheet)
	
	2018
	2019
	2020
	2021
	2022

	Fiscal Year Ends
	2/28/2018
	2/28/2019
	2/29/2020
	2/28/2021
	2/28/2022

	Assets
	
	
	
	
	

	Non-Current Assets
	
	
	
	
	

	Intangible
	300.7
	175.6
	172.8
	159.1
	159.3

	Tangible
	6693.3
	6231.7
	6505.7
	6951.5
	7494.7

	Investments
	50.4
	56.6
	54.8
	37.3
	41.1

	Other
	15
	14.5
	244.3
	281.2
	538.4

	Total non-current assets
	7059.4
	6478.4
	6977.6
	7429.1
	8233.5

	Current Assets
	
	
	
	
	

	Stock
	48.8
	14.5
	13.7
	12.1
	19.4

	Debtors
	180.3
	111.5
	292.8
	74.2
	116.4

	Cash and Securities
	90.6
	3403.2
	502.6
	1256
	1132.4

	Total current assets
	332.2
	3543.7
	833
	1350.5
	1268.2

	Total Assets
	7398.9
	10034.3
	7825.5
	8798.6
	9566.5

	Liabilities and Equity
	
	
	
	
	

	Liabilities
	
	
	
	
	

	Current
	932
	949.9
	646.9
	775.3
	719.6

	Non-Current
	3884.8
	3431.7
	3429.8
	4189.2
	4727.9

	Total Liabilities
	4816.8
	4381.6
	4076.7
	4964.5
	5447.5

	Equity
	
	
	
	
	

	Share Capital
	235.9
	244.4
	253.9
	1237.8
	1239.7

	Reserves
	2346.2
	5408.3
	4021.9
	3116.6
	3396.4

	Shareholders’ Funds
	
	
	
	
	

	Minorities
	
	
	
	
	

	Total Equity
	2582.1
	5652.7
	3748.8
	3834.1
	4119

	Total Liabilities and Equity
	7398.9
	10034.3
	7825.5
	8798.6
	9566.5




Net Profit Margin	
2018	2019	2020	2021	2022	1.1046705714545841E-2	8.6281782245864053E-2	0.10518947622495776	-1.5380047505938244	2.4950099800399202E-2	




Current Ratio	
2018	2019	2020	2021	2022	0.35643776824034334	3.7306032213917253	1.2876797031998763	1.7419063588288406	1.7623679822123401	




Quick Ratio	
2018	2019	2020	2021	2022	0.30407725321888407	3.7153384566796506	1.2665017777090741	1.7262994969689154	1.7354085603112839	




Inventory Turnover Ratio	
2018	2019	2020	2021	2022	49.002049180327873	104.44827586206897	116.21897810218979	101.78512396694214	86.015463917525778	




Asset Turnovern Ratio	
2018	2019	2020	2021	2022	0.44534998445714907	0.20420956120506661	0.26471152003066895	6.6987929897938309E-2	0.17805885119949827	




Interest Cover Ratio	
2018	2019	2020	2021	2022	14.183374083129586	2.4725050916496945	3.3063133281371782	-5.7871186440677969	1.3763505402160865	




Debt to Equity Ratio £m  	
2018	2019	2020	2021	2022	1.87	0.78	1.0900000000000001	1.29	1.32	




Operating Profit Margin	
2018	2019	2020	2021	2022	0.27428606112105852	0.26089502708506174	0.2313782283369539	-1.0895826263997286	2.037102266056123E-2	



