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1. Executive Summary

The aim of this report is to calculate appropriate ratios for the years 2019 and 2020 for Jurys Inn and to interpret the results. There were tree financial analysis trends used to obtain the results Profitability, Liquidity and Gearing. The results showed that the Profitability and Liquidity has not been performing as expected, but the Gearing has been in a good position. The calculations have been obtained from the profit and loss and balance sheets.   
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2. Introduction

Finance is a company's lifeblood; it enables the business to operate efficiently (Asdullah et al, 2015). The analysis of financial performance could be applied to any business, including the hospitality industry (Santoso et al, 2021).
Jurys Inn handles and administers the hotel financial accounts in the United Kingdom and Northern Ireland. The organization accounts are addressed to the Chief Executive, giving the ratios for 2019 and 2022 to help in the analysis of the hotel's financial statistics. By analysing the profit and loss and balance sheets, Jurys Inn will be able to determine patterns in these ratios, which will enable a conclusion based on the hotel's profitability, liquidity, and gearing.
There is evidence that ratio analysis has been regularly utilized in the assessment of public financial data from the late 1800's. Furthermore, ratios have been utilised to assist in the evaluation of a company's financial position since the inception of finance. Financial statement analysis literature has addressed the importance of ratio analysis as a key tool for assessing a company's financial performance, and many financial ratios have been created and are utilised by practitioners and academics. Additionally, accounting and finance literature often highlight the importance of ratio analysis. Despite the fact that financial ratio analysis is and has been a widely utilised method, relatively few efforts to use it in the hospitality business have been made. Furthermore, a review of the literature showed just a few research that addressed the topic in the context of the hospitality business. As such, the present research makes an effort to examine the approach as it is used in this business. Hotels, restaurants, airlines, and other entertainment and recreational services are all examples of hospitality-related industrial sectors (Kim et al, 2005).












3. Financial Analysis – Figure 1


	Formula 
	Ratio 
	2019
	2020

	Profitability

	
	
	

	Gross profits/sales x 100
	Gross profit 
	5050/5500x100
=92
	5150/6000x100
=86

	Net profits of the year/sales x100
	Net profit 
	4008/5500x100
=73
	4073/6000x100
=68

	Net profits of the year - loan interest/total assets less current liability x100
	ROCE
	4008-20= 3988/6226
x100
=64
	4073-18=4055/6274
x100
=65

	Sales turnover/total assets less current liability 
	Total assets turnover
	5500/6226
=0.88  
	6000/6274
=0.95 

	Sales turnover/ net current assets 
	Working capital turnover
	5500/1726
=3.18
	6000/1624
=3.69

	Liquidity

	
	
	

	Current assets total/current liabilities total
	Current ratio 
	3065/1339
=2.28
	3240/1616
=2.00

	Current assets total – stock / current liabilities total
	Quick ratio 
	3065-1450/1339
=1.20
	3240-1420/1616
=1.12

	Debtors x 365 days of the year / sales 
	Debtor days 
	1600x365/5500
=106.18 days 
	1800x365 day/6000
=109.5 days 

	Creditors x 365 days / Credit purchases
	Creditor days 
	800x 365 days /500
=5.84 days 
	870x 365 days /850
=3.74 days 

	Gearing

	
	
	

	(Total current liabilities +bank loan )( total current assets + fixed assets ) answers divided by one another 
	Debt days 
	(1339+150 =1489) 
(3065+4500 = 7565) 
1489/7565 =0.19
	(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






4. Financial Analysis Trends

4.1 Profitability

Over a given period of time, profitability ratios are financial statistics that analysts and investors use to assess a company's ability to generate income in relation to its revenue (income), balance sheet assets, operational expenses (expenses), and shareholders' equity. Their performance demonstrates how effectively a company utilises its assets to produce profit and value for its owners. An increase in the ratio or value is often desirable by most organisations, as it implies that the company is doing well in terms of sales, profit, and cash flow, among other things. When comparing businesses in the same sector or to earlier periods, the ratios are the most essential to consider. (Corporate finance institute, n.d).
The profitability ratio is calculated using five ratios: Gross profit, Net profit, ROCE, Total assets turnover, Working capital turnover shown in Figure 1. The results indicate that the Gross profit has declined by 6%, which means the company’s profit from the sales has dropped. The Net profit also dropped by 5%, which indicates that the company has not been conducted well. ROCE has increased by 1% and a score of at least 20% is expected, this result shows that the profit generated by the capital invested in the business is low. Total asset turnover shows an increase of 0.07%, meaning that the assets have been used effectively. Working capital turnover also shows an increase of 0.51%, which does not show a significant increase and means that the management of the company does not bring efficiencies to the business.  








4.2 Liquidity

A liquidity ratio is a financial indicator that may be used to assess a business's capacity to repay loans on time. Meaning that it indicates if a business's current assets are sufficient to meet its present liabilities. While it is always beneficial for business owners to have a clear understanding of their organization's liquidity, accounting liquidity measures are largely utilised by creditors/lenders to assess whether to extend credit (Go cardless, n.d.).
The formulas needed in this part for the ratio shown in Figure 1 are Current ratio, Quick ratio, Debtor days and Creditor days. The Current ratio shows that has increased by 0.51% which is still a low result, a minimum of 1.5 is suggested for the business.  Quick ratio has dropped by 0,08% and shows a low result, a minimum 1,1 is wanted. The Debtor days have increased by 3,32 days which is not acceptable, a minimum of 30 days is acceptable. Creditor days has dropped by 2.1 days and shows a low result, a minimum of 30 days is acceptable.
.



4.3 Gearing

Financial gearing ratios are a collection of widely used financial ratios that measure a company's debt in relation to other financial indicators such as company equity or assets. These figures indicate a measure of financial leverage, indicating how much of a company's operations are supported by shareholder stock as compared to creditor money. These ratios may be a very valuable component of basic analysis. Their calculations contribute to better transparency on the source of a firm's operating finance, which gives insight into a company's dependability and capacity to survive moments of financial uncertainty (Cmc markets, n.d).
The figures seen in Figure 1 debt days - 0.03% and Interest cover - 25.9% are showing an increase, meaning that the company meets the interest expenses and as well is able to pay its debts.
  


5. Knowledge from Ratio Analysis

The information contained in financial statements is useful to a wide range of users, including managers, shareholders, investors, financial institutions, suppliers and customers, employees and competitors. The general public and government sectors also benefit from the information contained in financial statements. The ability to observe these financial statements is critical for managers, as it allows them to examine the information included in these statements, which allows them to take control over the business. Managers can quickly assess the value of a hotel as well as its level of sales, expenses, and profitability with the assistance of this information. In consideration of several limitations on financial statements, such as a lack of accuracy, inadequate information, and lack of comparability, a competent analysis of financial statements is essential in order to determine the financial strength and weakness of a company. The financial statement analysis method, according to Metcalf and Titard consists of evaluating linkages between components of financial statements in order to get a better knowledge of the firm's situation and performance (Asdullah et al, 2015).
Despite the fact that the financial analysis approach has been around for a long time, its applications were limited to intangible service production projects and were quite restricted. This sector is making an effort to achieve accounting ratios that are suited to the specific of hotels. However, this effort focused on traditional accounting ratios that were utilised in projects that included tangible materialistic production, and it missed an essential part of analysis that would have provided typical ratios for comparison on a local and worldwide level. The absence of this factor, without a doubt, indicates that the process of comparing the calculated results with their equivalents on the same unit level is restricted. In cases when the prior performance of the same unit had prodigality or insufficiency elements, a comparison at this level has the potential to provide false conclusions regarding the competence of performance (Jawabreh, O. A. A. et al, 2017). 





6. Benefits and Limitations of Ratio Analysis


6.1 Benefits
Financial ratio analysis simplifies financial statements by allowing managers to communicate crucial profitability and financial position information in a few simple figures. For instance, the net profit margin captures the net impact of a business's revenues and costs. It allows managers to draw conclusions about a business's profitability without viewing the income statement.
It is advantageous for comparing businesses of varying sizes. Standardisation is supported by financial ratio analysis.
It aids in trend analysis, which is the process of analysing the performance of a particular business across time.
It clearly summarises critical information. Instead of viewing the whole financial statements, a user may evaluate a business by checking at a few numbers (Jan, 2019). 


6.2 Limitation
The ratios are calculated based on historical information. This is due to the fact that financial statements are generated based on historical data. This is a restriction that is incorporated into the accounting system. The ratios are not always reliable forecasts of the future. A change in accounting method refers to a change in the inventory' value. If the firm adopts the First In, First Out (FIFO) technique for valuing inventory initially and then charges to the Last in, first out (LIFO) approach. In this instance, the closing stock's value is lowered, which increases the cost of sales. If this is the case, gross profit and net profit are lowered considerably. The stock turnover ratio, gross profit ratio, and net profit ratio all change slightly in this case (Account learning, n.d). 
Ratios are not used to solve or define issues. At greatest, they highlight the possibility of a problem.
Ratios are relevant only when two closely related numbers are compared.
Ratios do not take into account non-financial considerations.
Financial statement figures may not always adequately represent the underlying worth of certain assets, such as property and equipment (Quiz let, n.d.).














7. Conclusion
To conclude the report showed that the ratios Profitability Liquidity and Gearing have been used to assist in the evaluation of the Jurys Inn financial position. The Profitability ratios financial statistics showed that the company profitability has dropped. The financial indicator liquidity ratio the capacity to repay loans on time has shown that the company has not been able to repay them because the current assets have not been sufficient to meet its present liabilities. The Financial gearing ratios measured the company's debt and showed that the company meets the interest expenses and as well is able to pay its debts. The knowledge and understanding of the information contained in financial statements are useful to the hospitality account managers, shareholders, investors, financial institutions, suppliers and customers, employees and competitors. In consideration of several limitations on financial statements, such as a lack of accuracy, inadequate information, and lack of comparability, a competent analysis of financial statements is essential in order to determine the financial strength and weakness of a company. Financial ratio analysis simplifies financial statements by allowing managers to communicate crucial profitability and financial position information in a few simple figures.
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