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Executive Summary
The purpose of this report is to analyse the financial ratios for a company in the hospitality trade. This is key to measure and evaluate a company’s financial and economic performance. 
Initially, ratio analysis is designed to profitability, liquidity and gearing for Jury’s Inn ltd. The report allows management and analysts to interpret any trends, notice any weak points within the company and help create a sustainable solution for the future in the hospitality industry. 
Revenues from 2019 to 2020 highlight a decline in profitability and liquidity ratios. Gearing ratio is slightly higher. However, in order for the analysis to be more accurate Jurys Inn would need to provide more data.
By producing applicable statistics, ratio analysis can be a useful tool to hotel management. This allows to understand the strengths and weaknesses within the company creating more room for future planning and growth within the hotel and tourism industry. 
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Introduction
Jurys Inn is a hospitality company that operates and manages the financial accounts for hotels across the United Kingdom and Northern Ireland. The company accounts that are prepared for the year of 2019 and 2020 are demonstrated directly to the Chief Executive to aid the analysis of the financial information for the hotel. Assessing the profit and balance sheet over the past 2 years will allow to identify the financial trends in these ratios’ element and provides a conclusion focussed on the profitability, liquidity and gearing of Jury’s Inn.
Identifying how the hotel effectively manages and evaluates its incomes and expenses is a vital part for the hospitality and its managers. Budgeting profits records will demonstrate an insight of how well the hotel operations are working. This way the hotel can maintain the customer’s satisfaction, find out if the ratio is balanced out and check if the revenue needs to be expanded in one ratio setting than the other. For financial measurements, the profits will be examined both internally i.e., profits made from the hotel and externally i.e., bankers, investors, financial agencies.
The aim of examining the financial result is to highlight the difference from the expected results and the actual performance of Jurys Inn. We will do this by identifying the three financial analysing ratios which are:
1. Profitability
2. Liquidity ratio
3. Gearing ratio
These specific ratios and their formulas will help identify the effectiveness of the operations over 2019 and 2020. We can establish where the variations occur, any fluctuations and determine the size and cause of the variations/ fluctuations. This will form an important element of the financial analysis report which will compare Jurys Inn’s past 2 years’ performance, help measure and evaluate the change in financial results and ultimately determine the development of its success. We will be utilising the trends to evaluate existing financial performance and using percentages as a tool for describing financial performance of the company over the two-year period.
The main aim for the financial analysis report is so that the external information is needed to evaluate their performance. This report will also allow the internal management and business to relate its performance by its opponents among the hospitality industry. This is called ‘modest customary’ and it provides the business with an operational data aimed at their competitors.






Financial Analysis- Figure 1

Formula 	Ratio 	2019	2020
Gross profits/sales x 100	Gross profit 	5050/5500x100	= 91.82 	5150/6000x100	= 85.83 
Net profits of the year/sales x100	Net profit 	4008/5500x100	= 72.87	4073/6000x100	= 67.88
Net profits of the year + loan interest / total assets less current liability x100	ROCE	4008+20/6226x100	= 64.70	4073+18/6274x100	= 65.20
Sales/total assets less current liability 	Total assets turnover	5500/6226	= 0.88 days 	6000/6274	= 0.96 days 
Sales/ net current assets 	Working capital turnover	5500/1726	= 3.19	6000/1624	= 3.69
Current assets total/current liabilities total	Current ratio 	3065/1339	= 2.29	3240/1616	= 2.00
Current assets total – stock / current liabilities total	Quick ratio 	3065-1450/1339	= 1.21	3240-1420/1616	=1.13
Debtors x 365 days of the year / sales 	Debtor days 	1600x365/5500	= 106.18 days 	1800x365 days /6000	= 109.50 days 
Trade creditors x 365 days /purchases	Creditor days 	800x 365 days /500	= 584 days 	870x 365 days /850	= 373.59days 
(Total current liabilities +bank loan)/ (total current assets + fixed assets) 	Debt days 	(1339+150 = 1489) /	(3065+4500 = 7565)	1489/7565 = 0.20	(1616+145=1761)	(3240+4650 =7890)	1761/7890 =0.22
Net profit of the year + cash in hand / loan interest 	Interest cover 	4008+5/20	= 200.65	4073+5/18	= 226.55









Financial Analysis- Figure 2 




Financial Analysis Trends

Profitability
Profitability ratios are a set of financial ratios used to identify the ability of a business to create earnings. Ref1. Different profitability ratios provide different understanding towards the financial health and performance of a company. Here we are comparing Jurys Inn’s results from two-year period 2019-2020, see Figure 2.
The profitability ratio focuses on 5 ratios.  Gross and net profit of a company provide an insight into how well it is managing its expenses. As shown in Figure 2, (1) the gross profit has reduced by 5.99% in 2020 compared to 2019, according to the generated revenue. Generally, we would expect the profit margins to be high but the declining reports indicate that the company has been directed poorly. Likewise, (2) the net profit has reduced by 4.99%. (3) ROCE- Return on Capital Employed indicates how well Jurys Inn is using capital employed to generate returns and it is slightly up by 0.50% in 2020. This points to efficient use of the capital and is generating profits for its shareholders. (4) Total asset turnover indicates how efficiently the assets are being utilised and here this has increased by 0.08 days which shows (5) Working capital turnover increased by 0.50%.


Liquidity
Liquidity ratios are set of financial ratios used to determine the company’s ability to pay its debts. 
Liquidity ratios focus on the short term and makes use of current assets and current liabilities in the company’s balance sheet. As shown in Figure 2, (1) Current ratio. ‘‘The higher the current ratio, the more liquid the company is, and the greater its ability to pay current liabilities when they come due.’’ Ref 2.  Jurys Inn’s current ratio has decreased by 0.29% (2) Quick ratio has reduced by 0.08% in 2020. (3) Debtor days increased by 3.32 days but the (4) Creditor days which indicates the number of days it takes for debtors to pay creditors was reduced by 210.41 days.

Gearing
Gearing ratios are set of financial ratios that compare equity or capital to funds borrowed by the company over the long term. Higher level of gearing implies higher levels of risks. If and when the companies are unable to service their own debt, they may potentially be forced to sell off their assets or declare bankruptcy. For Jurys Inn, (1) Debt days and (2) Interest cover is shown in Figure 2 to highlight the gearing ratios. Debt days increased by 0.02% and interest cover also increased by 25.90% in 2020 compared to 2019.

Knowledge from Ratio Analysis
Ratio analysis is a popular technique of analysing different financial information provided in the financial statements of a business. They are typically useful for both internal management and external analysts to determine various important aspects of a company, for example, profitability, efficiency, liquidity, financing leverage and others. Ref. 3+ 4.
Current and former financial statements are used to derive enough data to evaluate the financial performance of a company. In this case, for Jurys Inn we evaluate the fluctuations in financial statements from 2019 and 2020 to analyse the company’s success and downfalls. Ratio analysis and their fluctuations data are important for hotel management as they can be used as internal benchmarks to regulate whether the company is on upward or downward trend and also helps us compare to other competing hospitality companies. Ref. 3.
There are certain requirements for ratio analysis to be useful in hospitality sector. The ratios must be calculated using reliable, accurate financial information, consistently from period to period. The ratios must be viewed both at as single point in time and also as an indication of broad trends and fluctuations over time. Other factors and indicators involved in assessing the company’s performance must also be considered and carefully interpreted. Ref. 5.
	
Benefits and Limitations of Ratio Analysis
Ratio analysis can be a vital part of a company’s financial statements due to many benefits. Management and external analysts find this very useful as a primary source of information about any company within the hotel and tourism industry. 
There are many ways this can be employed. First one is trend line, which calculates ratio over a reporting period of time in order to look for any ongoing trend. By doing as opposed to ratios being calculated for a single period, it allows us to gather information about any financial difficulties and also to guide us to the direction of future ratio performances. 
Another one is industry comparison; this calculates the same ratios for the competitors in the hospitality industry in order to compare the results. The industry comparison approach is useful in the hotel and tourism industry because they are likely to operate with similar capital and fixed asset investments. Therefore, the ratio analysis results are expected to be similar. Where this is not the case, it could highlight a potential issue or even indicate that the business’s ability to generate a profit is higher that the rest of its competitors. This way the industry approach sheds light on which company are most or least performing in the hospitality sector. Ref 6.
Management in hotel and tourism sector can find this useful as it can help them identify any market gaps, how to improve in the future after examining all the strengths and weaknesses. It can help them to determine if the financial resources are under or over utilized and cut down on any unnecessary expenses.
As with any financial tools, with the benefits, there are limitations too. Data used in the financial analysis are usually based on previous results that are released by the company. This means that the ratio analysis does not always accurately represent the performance of the company in the future. Another limitation with ratio analysis in hotel and tourism industry is that the financial reports might be affected by any changes in company’s accounting policies as any changes recorded after are not comparable. Operational changes such as the company’s products that are being sold or their supply chain strategy, can also impact the financial ratio analysis negatively. Any derived ratios before or after the operational change may provide misleading conclusions. In order to avoid this the analyst must stay up to date with all the accounting policies and operational changes. 
Inflation can also be a factor to affect ratio analysis. This is because most financial statements are released periodically, allowing time differences between each release. The numbers across different periods will not be comparable if inflation occurs during this time, providing misleading information. 
Lastly, some ratio analysis may not accurately reflect the true nature of hospitality sector if there is any form of manipulation of financial statements to report a better result that its actual performance. It is always wise to be aware of this possibility and the analyst to perform a comprehensive due diligence before concluding anything. Ref. 4.

Conclusion 
In conclusion, the ratio analysis report demonstrates that in 2020 Jurys Inn had generated further debt despite more sales. The gross and net profit for 2020 is not that vastly better than 2019. This could be due to several factors, both internally and externally. The global pandemic had a huge effect on the hospitality sector in 2020. Due to lockdowns, inflation rising up, it is difficult to gather any strong conclusions. 
Other factors could be due to the increase in advertising, and the company is not capitalising its revenue in depreciation stock. The company’s rates, motor expenses, insurance all stayed the same in 2020. On the brighter side the company also completed confidently on expenses rent, light and heat. The salary decreased by approximately 3.5% in 2020 compared to the previous year. 
From 2019 to 2020 the sales report has been promising but due to the company’s bad debts shooting so high, this could highlight the company’s corruption. This shows some concerns for Jurys Inn to become bankrupt. In order for the company to have a bright future in the hospitality sector, management need to evaluate the ratio analysis, and come up with a future strategy to survive economically. New stock needs to be ordered, this will in turn create more new deals which will generate new sales. This will eventually help the company to pay off their debtors on time and this will depreciate over the years as the loan interest has gone down in 2020.
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2019	
Gross profit	Net profit	ROCE	Total asset turnover	Working capital turnover	Current Ratio	Quick ratio	Debtor days	Creditor days	Debt days	Interest cover	91.82	72.87	64.7	0.88	3.19	2.29	1.21	106.18	584	0.2	200.65	2020	
Gross profit	Net profit	ROCE	Total asset turnover	Working capital turnover	Current Ratio	Quick ratio	Debtor days	Creditor days	Debt days	Interest cover	85.83	67.88	65.2	0.96	3.69	2	1.1299999999999999	109.5	373.59	0.22	226.55	
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