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[bookmark: _Toc160043454]Introduction
The current report is been connected with the demonstration of key reasons behind the financial performance decline of Seacrest Lodge in recent years in the context of the current economy and world events. In addition to that, the report has also presented a comprehensive turnaround strategy in order to restore the financial health of the future business and reputation. There are different internal and external factors that influenced recent times which have changed customer preference towards reserving coastline reservations such as personal, social, economic and psychological factors, particularly after the pandemic effect period. Therefore, the report has been prepared by considering the changing trend in the hotel and lodge business.
[bookmark: _Toc160043455]Analysis of Financial Performance
The economic activity in UK has outperformed the anticipation but the scenario remained vulnerable and weak after the post effects of pandemic. Moreover, Küçük, Lenoël and Macqueen (2020) stated that UK had faced trade deficit of around £5.9 billion in one quarter till November 2023 which shows the shaking economic conditions in the country. In this context, the financial status of Seacrest Lodge has been analysed with the help of the ratio analysis technique. Saputra (2022) stated that Ratio analysis is an effective technique used to visualise the financial information which is extracted from the financial statement. In addition, Nguyen, Ntim and Malagila (2020) stated that ratio analysis supports in making future investment decisions in an organisation. Therefore, the financial performance of Seacrest Lodge has been analysed using the selected ratios in order to understand the profitability and liquidity of the business in recent years. 
[bookmark: _Toc160043456]Profitability Analysis
According to Yiu, Yeung and Cheng (2021), Profitability is an evident part of business resource planning where profitability optimization has been identified that leads to a viable future decision-making process of the business. At the same time, Darsani and Sukartha (2021) stated that profitability analysis supports decisions makers of an organization in optimizing profits. The selected ratios to assess the profitability are as follows:

[bookmark: _Toc158924868]Figure 1: Analysis of Operating Earning
Choiriyah et al. (2020) mentioned that the operating profit margin can be said as the earnings which is gained after deducting the operational expenses from revenue. Figure 1 illustrated above shows the operating earnings of Seacrest Lodge from the financial period from 2021 to 2023. The results indicate that the operating income of the business has been reduced from 25% to 13.6% in the years 2021 and 2022 which is immensely reduced in the year 2023 and gone into negative earnings to -15.8%. The reason behind this immense decrease is caused by a continuous fall in revenue and an increase in operating expenses. Moreover, the revenue has been decreased because the average room rate of the business has been reduced from £260 in 2021 to £210 in the year 2023. In addition to that, the revenue has also decreased largely because of the reduced occupancy rate of the business which has decreased from 65% to 50% from the year 2021 to year 2023 respectively. 

[bookmark: _Toc158924869]Figure 2: Analysis on Return on Capital Employed
Högerle et al. (2020) stated that Return on Capital Employed (ROCE) refers to the efficiency of a business in generating profits by utilising capital efficiency at a maximum level. Figure: illustrates the ROCE of Seacrest Lodge from the period 2021 to 2023. The computed result indicates that the ROCE of the business was healthy in the year 2021 and 2022 but it has also decreased and gone into negative value at -8.33% in the year 2023. The fall in the ROCE of the business indicates that the capital equity of the business has surprisingly decreased in the recent year which indicates that the business has been going through serious financial concerns which can lead it to serious financial distress or bankruptcy. However, the decision making regarding the business continuation depends upon the future demand related to customers or tourist coming in that particular area by working accordingly.

[bookmark: _Toc158924870]Figure 3: Analysis on Current Ratio
Aminah (2021) pointed out that the current ratio presents the connection and capability of the current assets of the business to mitigate the current liabilities under a particular financial period. Figure: 3 presented above indicates the current ratio status of Seacrest Lodge over the period of three years from 2021-2023 which indicates that the business had positive current assets over its liabilities in the year 2021 which has been equated in the recent financial year of 2023. The reason behind the significant decrease in the current assets is the significant fall in the cash and cash equivalent while the current liability has been increased in the year 2023. 
[bookmark: _Toc160043457]Fall of Business-World Economy and Events (Potential Risks)
According to the report of the World Economic Forum (2023), the global landscape has been dominated by current economic risk along with the past unfolded risks. The World Economic Forum report has indicated certain current global risks which have influenced the productivity of several industries in the world which also include tourism and hospitality. In accordance with the Global Risks Perception Survey (2023), “Cyberattacks on critical infrastructure”, “Energy supply crisis”, “Rising inflation”, “Food supply crisis” and “Cost-of-living crisis” have significantly affected several industrial businesses of the world and their profitability majorly in the current year. Seacrest Lodges is been associated with the tourism and hospitality industry and has also been heavily influenced by the intensity of these risks. In particular, the cost-of-living crisis which is increased by the pandemic crisis has significantly apportioned the customer to reduce their budget without compromising the service and quality of the restrooms. It can be further evidenced by the report of IMF (2023) that the baseline growth of the world business has predominantly decreased from 3.4 which was in the year 2022 to 2.8 in the year 2023. Moreover, the risk of global recession has been further increased in the year 2023 because of the abnormal increase in the interest rates of the World Bank (World Bank 2023). Central banks all around the world have significantly increased their interest rates in the year 2023 which is the most in comparison with the last five years particularly impacted at large level on the developing economies and emerging markets. The pressure from investors on the central bank has pushed them to increase the global monetary policy rates to 4% in the year 2023 which has a significant rise in the core global inflation rates. Therefore, the global growth rate has been slow in the year 2023 which has been anticipated to go on a decreasing rate in the upcoming future financial periods. 
According to the UN report on the world economic situation (2023), the world economy has faced significant headwinds in terms of weak growth prospects which has caused to increase in the inflation rate further leading to the price of the raw materials and severe uncertainties. The UN has presented significant causes which included the aftershocks of the pandemic virus, the protracted Ukraine-Russia war and the change in climate which has shifted the macroeconomic conditions at a larger level. The report further indicated that household spending has been increased which has reduced the tourism and travelling rate within the country and outside the country. Therefore, it can be said that different organisations attached to the hospitality industry have been also affected by the global changed economic situation and other incidents like climate change and pandemic effects. The industry has adopted significant cost-cutting methods by providing maximum service to customers in order to retain existing customers and promoting new offers to attract new customers from internal and external markets. 
[bookmark: _Toc160043458]Turnaround Strategy
Turnaround strategies can be said as the measures which an organisation employee to recover from the time associated with the performance decline of that company. The concept of turnaround strategy is applicable in any region or economy that follows a period of recession or stagnation. The most effective turnaround strategy depends upon the particular conditions or circumstances of any business like in the case of Seacrest Lodges where market analysis refers to the reasons for declining performance which includes excessive competition, change in customer preferences and reduced quality of service along with the outdated amenities of the business. Therefore, the probable turnaround strategy for the Seacrest Lodges can be explained as follows:
[bookmark: _Toc160043459]Cost Efficiency Strategy
Seacrest Lodges can implement its turnaround strategy which has a centralized position of cost-effectiveness that can attract the customers without maintaining the quality standards of the vacation hospitability. The current financial distress of Seacrest Lodges is reflecting the continuous fall in the revenue and capital equity of the business which requires quick and evident actions to recover the previous reputation of the business which can only be achieved through levelling up the quality of service and providing modern house equipment and amenities that can attract new and existing potential customers. The current financial position of the business requires timely investment in the business which can provide support in terms of purchasing required amenities by introducing modern facilities of hospitability to gain more potential customers worldwide. Therefore, the cost-effective strategy by Seacrest Lodges can be achieved by considering the detailed analysis of the operational expenses which have been immensely increased in the year 2023 in comparison with the revenue. The business needs to find the reason behind the increase in operational expenses so that the cost-effective strategy can be applied accordingly. In addition to that, the business requires individual costing on each room rent acquisition in accordance with day or hours. The business needs to reduce traditional marketing expenses of the business by adopting modern marketing methods such as the use of social media and other digital marketing mediums which are cost-effective in comparison with traditional marketing methods. In addition to that, the business can develop a strong strategy by maintaining the flow of cost in accordance with a particular period which is tallied at the end of each period with the causes and reasoning of change. The digital marketing campaigns must be equipped with different promotional offers such as group discounts and other free coupons comprised of free meals or touring destination transportation. 
[bookmark: _Toc160043460]Core Activities of the Business
The Seacrest Lodge's core activities related to its operations must be controlled by the centralized authority. Those core activities must include the salary and wages of the staff, amenities utilized to accommodate and facilitate the tourist and other operational activities of the business which are causing extra expense burden on the business causing operational expenses to rise that much. In addition to that, Seacrest Lodges needs to identify the target customers, and the type of services to be offered to customers with concrete market analysis and market analysis associated with the competitors that can facilitate convert the negative profitability into positive profitability by centralising the focus on core activities in an organized manner. For instance, Seacrest Lodges can bring its focus towards loyal and price sensitive customers by developing their list and segmenting them aligned with the personalized promotional offers that can attract them back to the business. Moreover, the business needs to identify its relation with all the stakeholders which also includes the suppliers and develop a clear competitive strategy by maintaining their loyal to the business for a long time. In simple, Seacrest Lodges needs to compile its brand positioning that can be aligned with digital marketing campaigns which can bring them positive returns and profitability.
[bookmark: _Toc160043461]Conclusion
To sum up, the report has adequately conducted the financial performance review of Seacrest Lodges for the financial period from 2021 to 2023 which concludes that the business profit along with its capital equity has immensely fallen down which is at a serious level that could lead to financial distress to the business. The financial status reflects the fact that the business needs an external investment in order to introduce new amenities to the business and to enhance the quality service level to bring back the old customers and to target new potential customers which is also part of the counter turnaround strategy provided in the report. Therefore, the turnaround strategy for the Seacrest Lodges should be centralized towards cost effectiveness by working on the cost reduction activities of the business. The report has provided the cost-effective strategy for the business along with assessing the current core operational along with marketing activities of the company where cost-effectiveness can be applied. 
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Current Ratio
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Operating Profit Margin
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Return on Capital Employed


2023 (GBP)	2022(GBP)	2021(GBP)	-8.3333333333333329E-2	7.2115384615384609E-2	0.14150943396226415	
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Profitability Ratios
Return on capital employed (%) Proft (before interest and tax) x 100 (150000)* 100 150000100 300000*100
Share capital + reserves + non-current liabilties (300000+1300000) (380000+1500000) (620000+1500000)
= -8.33% 721% 14.15%
Operating profit margin (%) Operating profit x 100 (150000)*100 150000 * 100 300000
Sales revenne 930000 1100000 1200000
= -15.8% 13.6% 25.0%
Sales Growth Current Year Sale-Previous Year Sale (950000-1100000) (1100000-1200000)
Previous Year Sale 1100000 1200000
= -13.64% -8.33%
Profit Growth Trend. Current Year Profit-Previous Year Profit (-150000-150000) _150000-300000
Previous Year Profit 150000 300000
= -200% -50%
Current ratio (1) Current assets 50000 120000 150000
‘Current libilties 50000 40000 30000

= 1 3 5




