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Executive Summary
The purpose of this report is to analyse the financial performance and position of the business organisation Jury's Inn who is operating in the hospitality industry in United Kingdom as well as in Northern Ireland. The financial health and position of the business organisation has been analysing this report by using the ratio analysis as a tool of financial position evaluation from the financial statements of the business organisation for both of the years 2019 and 2020. The profitability liquidity and the gearing ratios of the company has been calculated and analysed to understand the financial trend and position of the business organisation.  
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Introduction
Jury's inn is a hotel company who manages the chain of hotel in United Kingdom and Northern Ireland. As the accountant of the business organisation, this report has been prepared focusing on the performance of the business organisation in the United Kingdom for both of the years of 2019 and 2020. The financial performance of the business organisation has been analysed through the ratio analysis in this report to identify the effectiveness of the business organisation in the performance in both ears and to compare to understand the trend of the performance. To analyse the financial performance of the business organisation three different types of ratios has been used in the report which are - the profitability ratios, the liquidity ratios, and the gearing ratio. The financial analysis of the business organisation which has been conducted by using the ratio analysis for both years has helped in concluding about the performance trend of the company (Hassan, 2018). It will help the managers of the business organisation in improving the performance with the effective strategies and planning.
Financial Analysis
Gross Profit Margin Ratio
Formula: (Gross Profit / Sales Revenue) * 100
	2019	2020
Gross Profit (£000)	5050	5150
Sales Revenue (£000)	5500	6000
Gross Profit Margin Ratio	91.82 %	85.83 %


Net Profit Margin Ratio
Formula: (Net Profit / Sales Revenue) * 100
	2019	2020
Net Profit (£000)	4008	4073
Sales Revenue (£000)	5500	6000
Net Profit Margin Ratio	72.87 %	67.88 %


Return on Equity Ratio
Formula: (Net Profit / Shareholders’ Equity) * 100
	2019	2020
Net Profit (£000)	4008	4073
Shareholders’ Equity (£000)	2068	2056
Return on Equity Ratio	193.81 %	198.10 %


Return on Assets Ratio
Formula: (Net Profit / Total Assets) * 100	Total Assets = Fixed Assets + Current Assets
	2019	2020
Net Profit (£000)	4008	4073
Fixed Assets (£000)	4500	4650
Current Assets (£000)	3065	3240
Total Assets (£000)	7565	6155
Return on Assets Ratio	52.98 %	66.17 %


Current Ratio
Formula: (Current Assets / Current Liabilities) 
	2019	2020
Current Assets (£000)	3065	3240
Current Liabilities (£000)	1339	1616
Current Ratio	2.29 times 	2.00 times 


Acid Test / Quick Ratio
Formula: [(Current Assets – Inventory) / Current Liabilities] 
	2019	2020
Current Assets (£000)	3065	3240
Inventory (£000)	1450	1420
Current Liabilities (£000)	1339	1616
Acid Test / Quick Ratio	1.21 times	1.13 times


Debt to Equity Ratio
Formula: Total Debt / Shareholders’ Equity	Total Debt = Long Term debt + Short Term debt	Shareholders’ Equity = Capital
	2019	2020
Long Term debt (£000)	150	145
Short Term debt (Bank Overdraft) (£000)	300	500
Capital (£000)	2068	2056
Total Debt	450	645
Debt to Equity Ratio	0.2176 times	0.3137 times 


Financial Analysis Trends
Profitability
	2019	2020
Gross Profit Margin Ratio	91.82 %	85.83 %
Net Profit Margin Ratio	72.87 %	67.88 %
Return on Equity Ratio	193.81 %	198.10 %
Return on Assets Ratio	52.98 %	66.17 %


From the profitability ratios it is understandable that the trend of the business organisation in the year of 2020 is toward the downward position. As the profitability of the business organisation hand used as for both gross profit margin ratio and net profit margin ratio in 2020, it is clearly understandable that the performance of the business organisation was not as satisfactory as 2019, considering the financial standard. But at the same time, it is important to note that, from the two other profitability ratios (return on equity ratio and return on assets ratio) which also help in analysing the efficiency of the business organisation to use the equity capital and the assets of the business organisation for the purpose of generating profit in the company, it is understandable that the efficiency of the business organisation has increased. Both turn on equity ratio and return on assets ratio are showing a positive and upward trend in the profitability of the business organisation contradictory of the traditional profitability ratios (Husain and Sunardi, 2020). Thus, it can be said that the overall profitability trend of the business organisation is steady for generating the profitability, even though the net profitability of the business organisation has reduced in 2020.
Liquidity
	2019	2020
Current Ratio	2.29 times 	2.00 times 
Acid Test / Quick Ratio	1.21 times	1.13 times


From the liquidity position of the business organisation, it is understandable that the business organisation is maintaining a steady liquidity position in the company. The company jury's inn has higher current assets than current liability which has helped the business organisation in improving their liquidity position. But it is important to note that in the year 2020 the liquidity position of the business organisation event to maintain the ideal position but comparatively with the previous year the liquidity position of jury's inn has deteriorated (Ganc, 2018). Also from the acid test for the quick ratio it is understandable that the inventory level of the business organisation has created a significant influence on the liquidity position of the business organisation but even though the liquidity position of the business organisation has reduced as per the ratio but the overall performance of the business organisation was maintained in the ideal equity position as both of the ratios has been found above one (which is considered as the ideal standard for any business organisation to maintain the liquidity position) (Rashid, 2018). So, it can be said that the trend of the performance of the business organisation in the year of 2020 is towards the declining trend rather than the upward trend.
Gearing
	2019	2020
Debt to Equity Ratio	0.2176 times	0.3137 times 


From the trend of the gearing ratio, it is clearly understandable that the dependency of the business organisation on the debt capital has increased in the year of 2020. Thus, even though the capital of the business organisation has increased slightly but the total dependence of the business organisation on the debt capital has increased significantly (Nuryani and Sunarsi, 2020). As both short and long-term debt capital of the business organisation has significantly, the capital structure of the business organisation and need to bear the burden of the same. Even though it is important to note that the total equity capital of the business organisation is higher than the total debt capital but comparatively the dependence of the business organisation on the debt capital has increased than the previous year.  
Knowledge from Ratio Analysis
The ratio analysis is extremely important for the business organisation to analyse their financial performance and capability. From the financial statement analysis of a business organisation, not only the financial position of the business organisation but also the financial health of the business organisation can be understood in different areas. For example, the profitability, the liquidity, solvency of the business organisation, operational efficiency, risk associated in the business, et cetera can be found and analysed (Massardi and Utama, 2018). At the same time, it is one of the most important tools for the managers of the business organisation as it can help the company in analysing and comparing the performance of the business organisation with the standardized measurement for a business organisation which help the company in providing the guidance to identify the weaknesses of the business as well as the areas where the business organisation requires improvement (Supriyanto and Darmawan, 2018).
In this case, the business organisation jury's inn, is a hotel management company who manages different change of hotels in United Kingdom and Northern Ireland. From the analysis of the financial statements of the business organisation for both years of 2019 and 2020, it has been found that, the trend of the performance of the business organisation is towards down. Even though the business organisation jury's inn has been able to maintain their overall performance in the satisfactory level for both of the, profitability and liquidity, along with maintaining the capital structure, but, the direct performance and business organisation have been found towards the declining trend. It has been found that the overall of the business organisation has increased in 2020. But at the same time, the cost of goods sold as well as the operational expenses of the business organisation have also increased. Thus, the overall percentage of the business organisation for profitability has reduced. Both of the current asset and current liabilities of the business organisation has increased. Thus, the overall liquidity position of the business organisation has reduced. On the other hand, the reduction in the stock value of the business organisation has impacted the quick ratio of the company less, indicating a better inventory management situation for the company. It has also been found from the ratio analysis that the burden of the dip capital of the company has increased comparatively than the previous year, but, the business organisation has a higher equity capital showing a better gearing ratio. 
Benefits and Limitations of Ratio Analysis
Benefits of ratio analysis
Ratio analysis is used for the purpose of planning in the business for the strategies. It can help the managers of the business organisation in providing the understanding about the weaknesses and strength of the company regarding the financial performance. Thus, the strategies can be planned and prepared according to the same (Wadhwa, 2019).
Based on the ratio analysis the budget planning of the business organisation can also carried out in the business organisation. As it can provide the clear idea about the areas where how much financial support is needed.
The ratio analysis also has the ability to measure the operational efficiency of the business organisation. Thus, the overall performance of the business organisation can be maintained to the benchmark condition and standard (Porter and Norton, 2016).
The performance of the business organisation can be compared with the competitors in the market from the same industry or with the previous year performance. Thus, the trend of the growth and development of the business organisation can be understood with more clarity.
The liquidity position of the business organisation can be analysed with more confidence with the help of ratio analysis. Thus, from the perspective of the business organisations as well as the investors of the company, it helps significantly in financial health and position analysis.
Limitations of ratio analysis
To understand the financial health of a business organisation ratio analysis alone is not sufficient as it may neglect various factors that can influence the performance of the business organisation.
For the purpose of measuring the ratio with the other business organisation lack of adequate standard is one of the most important issues. For different industries the standard of the ratio can vary. Hence, the business organisation from different industry cannot be compared (Wadhwa, 2019).
The ratio analysis is conducted based on the previous data and information which create a time lag in the calculation and cannot provide the help to the managers directly in time (Kimmel et al., 2020).
Ratio analysis only consider the financial performance of the business organisation and ignores the vital factors like- impact of the external environment on the business organisation. For example, the impact of the inflation in the market is ignored. 
Conclusion 
In the conclusion of the document, it can be said that it is understandable from the above discussion that, the business organisation jury's inn has been able to maintain a healthy financial position for both of the year 2019 and 2020. But, in the year 2020 the performance of the business organisation has deteriorated than the previous year. Thus, it is important for the business organisation jury's inn to improve their performance, by increasing more focus on the efficiency of the company as well as the revenue earning ability. The expenses of the business organisation including both operational expense and the cost of goods sold has increased significantly impacting the overall profitability of the business organisation towards the down. From the ratio analysis, which is a crucial part for the business organisations to contribute to the analysis of the financial health and position of the business organisation, jury's inn has been able to identify the weaknesses of the business organisation which can be improved further with appropriate planning and implementation of the strategies.  
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