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Jurys Inn is a renowned hospitality company in United Kingdom and Northern Ireland. It has a chain of hotels in the country. The accountant has been given a task to generate various ratios of two consecutive years (2019 and 2020). In this paper all these ratios will be calculated and explained. The necessary data will be collected from the given financial statements. Furthermore, the importance, fluctuations, and the limitations of ratio analysis in hospitality industry will be discussed.
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The management of the company analyses various ratios to make some managerial decisions. It helps them to run the company smoothly. 
The first ratio will be calculated is Gross Profit Margin. It explains how much profit is generated against the sales/revenue. The formula of this ratio is Gross Profit/ Sales (Express, 2021).
The Gross Profit Margins of two years are as follows
	 
	2019
	2020

	Gross Profit Margin 
	0.92
	0.86




The gross profit margin has been decreased in 2020 in comparison with the year 2019. The reason behind it may be the increase in raw materials, wages, or other operating costs. The management of the company needs to think over it and they should maintain the gross profit margin ratio in a certain level.

The next ratio is Net Profit Margin. It explains how much profit is generated against the sales or revenue of the company. The formula of the ratio is Net Profit/ Sales (Institute, 2020). The net profit margins of the company for two years are as follows:
	 
	2019
	2020

	Net Profit Margin
	0.73
	0.68






Just like the gross profit, the net profit of the company has been decreased in 2020 in comparison with 2019. The reasons may be the same behind it. The management should control the expenses of the company. If the sales remain constant and the expenses increase, the profitability of the company will be harmed. 

The next ratio is inventory turnover ratio. This ratio explains how many days it takes to sell the entire stock of the company. So, it reveals the efficiency of the management (Jenkins, 2020). The formula of this ratio is Closing Stock/ Sales. The ratios of two years are as follows:
	 
	2019
	2020

	Inventory Turnover Ratio
	0.26
	0.24




The inventory turnover ratios in two years are almost same (26 and 24 days). So, the management is successful to hold this ratio and the company takes 24 to 26 days to sell the entire stock of the company.

Now, the liquidity of the company will be checked out. It will be checked with the help of current ratio. It explains if the company can pay all the short term loans and debts with the current assets. It also reveals the condition of the working capital of the company. The formula of this ratio is Current Assets / Current Liabilities (Course, 2019). The ratios of two years are as follows:
	 
	2019
	2020

	Current Ratio
	2.29
	2.00






This ratio can be a worry for the management. In 2019 it was 2.29 and in 2020 it is 2.00. Till now the ratio is enough to pay out all the short term liabilities. The company has double current assets than current liabilities. But, if the decrease continues the daily activities of the company might be in problem.
The next ratio is Acid Test Ratio. It is similar to current ratio, the difference is closing stock will not be included in current assets. Only the cash and the assets equivalent to cash will be included. This ratio explains if the company can pay the current liabilities with the liquid assets. The Formula of this ratio is (Total Current Assets – Closing Stock) / Current Liabilities (Thakur and Vaidya, 2019).
The ratios of two years are as follows
	 
	2019
	2020

	Acid Test Ratio
	1.21
	1.13



In both years the company is able to pay then current liabilities with the liquid assets. But, similar to current ratios the acid test ratio has been decreased in 2020. It means the liquid asset of the company has been decreased.

The debtor’s turnover ratio explains how many days the management takes to recover all the debts (credit sales). So, it reveals the efficiency of the management (Solutions, 2022). The formula of the ratio is Debtor / Sales. The ratios in two consecutive years are –
	 
	2019
	2020

	Debtors Turnover ratio
	0.29
	0.3




The ratios in both years are almost same. The management is successful to be constant. The company takes 29 to 30 days to recover the credit sales.

The creditor turnover ratio reveals the financial condition of the company. It explains how many days the company takes to pay all the credits (Management, 2019). The formula of this ratio is Creditors/ Sales. The ratios are as follows:
	 
	2019
	2020

	Creditors Turnover ratio
	0.15
	0.15




The financial condition of the company did not change in 2020 in comparison with 2019. The company takes 15 days to pay the credits. The management of the company is also successful in this case. 

The next ratio is asset turnover ratio. This ratio reveals how efficiently the management is utilizing the assets of the company to generate sales (Times, 2022). The formula of this ratio is (Fixed Assets+ Current Assets) / Sales. The ratios of two consecutive are as follows: 
	 
	2019
	2020

	Asset Turnover Ratio
	1.38
	1.32




The assets are being utilized efficiently in the company. The management is successful to generate more sales than total assets in both years. It proves that the management is efficient.

The next ratio is return on capital.  The ratio reveals how much sale is generated against the capital (investment) of the company (MILLER, 2021). The formula of this ratio is Sales/ Capital. The ratios are –
	 
	 
	2019
	2020

	Return on Capital
	2.66
	2.92




The management proves their efficiency in this case also. The company generated double sales than the capital. But, it decreased in 2020. So, the management should think over it. It should be constant or increased.

The last ratio is calculated is Debt to Equity ratio. It reveals the proportion of debt and capital in the company. The less debt is desirable because it increases the cost and decreases the profit (KOSINSKI, 2021). The formula of this ratio is Debt/ Capital. The ratios are as follows:
	 
	2019
	2020

	Debt to Equity Ratio
	0.07
	0.07




The debt is very less in comparison with the capital of the company. The debt has not been increased also. So the company does not have high interest cost. It is a good sign of the financial condition of the company.
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For the following reasons the understanding of ratios and their fluctuations is essential for Hotel management:
A financial ratio is a figure that represents one economic variable's value in relation to the next. It's really the numerical output obtained by multiplying two budget figures. Finance ratios are used to measure in this fashion to enable analysts to examine not just the exact number of a connection as well as the likelihood of an event inside it. The justification for using accounting ratios from a strategic point of view is that instead of presenting numerous data as a ratio, knowledge that is missing when specific individuals are evaluated would be disclosed. The knowledge can then be used by management to strengthen operational processes (Turegun, 2019).
Profitability Ratios: Relevant statistics can be determined to illustrate a firm ’s growth earnings, resources, and capital. The total return on assets on the company's assets is represented by the assets ratio. The shareholders' gain on their capital invested is measured by earnings per share. Furthermore, the total combined profit margin is the percentage of a company's business efficiency after all costs and taxation has been deducted. It reveals a business's net earnings per profit a company.
Liquid Ratios: Such ratios assess a firm's capacity to keep enough cash on hand to meet its commitments when they emerge. The current ratio and the acid test ratio are two prominent ratios included in this function. The earlier shows what well retained earnings cover outstanding debts, whereas the other focuses on the much more liquid working capital in response to current responsibilities.
Capital Structure: Capital structure ratios indicate the banks can offer by the stockholder  to the money financed by debt , trying to quantify the liabilities to lenders as represented in the asset base. The most generally utilized ratio is debt to asset value, which measures the proportion of the firm's assets that are backed by borrowed funds, highlighting the relative significance of borrowed funds to the organisation. The debt-to-equity ratio accomplishes a similar purpose by measuring the values of funding provided by investors for every dollar contributed by shareholders. A proportion that assesses a firm's capabilities to fulfill its loan repayments and repay debt is occasion’s interest income. It also gives significant information on the firm's debt-taking ability.
Asset Management: A series of measures can be determined to determine how effectively or badly a firm is performing and how effective it would be in using its resources. The typical trade receivables money received can be used to estimate the likelihood of recovering a firm's credit transactions. This rates outcome is the number of days it takes the takes to collect account receivables. The length of time stock is on store until it is moved is referred to as stock turnover. The greater the attrition rate, the better the firm's stock control is. Furthermore, the proportion of revenues to asset value, or asset turnover, is used to indicate how often the current operations are being utilized to create sales.
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If used appropriately, financial ratio illuminates several of the firm's flaws while also highlighting many of its strengths. Proportions act as informants, drawing management is strategic approaches to concerns which need to be addressed The Benefits of Ratio analysis in Tourism Industry is as follows:
1. Ratio findings will help in validating or disproving the firm's finance, investments, and management strategy. They convert the accounting records into comparison statistics, help managers to reassess the company's economic position and the outcomes of its activities.
2. Advanced accounting reports and account records are summarized by the following ratios of company performance, capital adequacy, liquidity, lengthy situations, and so forth.
3. Accounting ratios assists in identifying crucial issues and drawing management is a strategic approach to those. Some data is missing in the complicated financial statement, and comparisons will aid in identifying these issues.
4. Enables the business to compare to certain other companies, regulatory requirements, and based on inter assessments, among other things. This one will assist the firm in increasing the knowledge of its financial situation in the industry (Bragg, 2021).


The Limitations of Ratio analysis in Tourism Industry are as follows
1. To enhance its statistics, the organisation can increase something year revisions to their accounting records. The proportions then become nothing more than display adornment.
2. Inflationary pricing movements are ignored by proportions. Several proportions are established analysis of historical rates, and therefore ignore market movements across times. This would not accurately consider the economic condition.
3. Financial metrics entirely disregard the company's important attributes. They simply evaluate the financial sides of the situation.
4. There seem to be no universally accepted explanations for the ratios. As a result, various equations for the proportions may be used by multiple organisations. Liquidity Amount is such an instance, in which some organizations should consider all current obligations whereas others exclude bank overdrafts among current liabilities when computing current ratio.
5. Ratio analysis does not fix a firm's economic troubles. These are basically a way to an aim, never an effective way of dealing.
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Multiple ratio analysis is used by investors and other stakeholders to evaluate the economic health by examining historical and present funding reports. Comparing information would be used to show how a business delivers over history and to forecast projected achievement. This information can also be used to analyze a financial status of the business to market average and to see how it compares to someone in that industry. Businesses use ratios as a point of reference. They assess shares within a particular sector. Similarly, they compare a firm's current performance to its previous results. Throughout most instances, understanding the elements influencing proportions is also crucial because administration has the opportunity to change its plan to make its share and business proportions greater appealing.
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