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[bookmark: _Toc95070184]Executive Summary
The hotel industry deals with accommodation and lodgings services. Financial analysis is an important thing for the hotel industry to understand the performance of the business. Ratio Analysis is used to measure the profitability, liquidity and solvency of the Jurys Inn hotel and found that the company has a negative trend in its performance. This report also contains a discussion on the benefits and limitations of using ratio analysis in the hotel industry. 
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[bookmark: _Toc95070185]Introduction
Financial Analysis can be defined as the process by which the performance, transactions, budgets and any other financial activities of the business operations can be evaluated (Revsine, 2013). Generally, financial analysis is applied for the identification or analysis of the current state of a business organisation. It analyses whether the business organisation is solvent and stable. It also analyses the liquidity and profitability of the business organisation for understanding whether to invest in the business or not. It also helps the managers of the business to understand the future trend of the business and review the operation and activity of the business (Rees, 2016). The manager can easily track the future direction of the organisation using historical analysis. Ratio analysis is a financial analysis tool that is most widely used for analysing the financial data of a business organisation (Fridson and Alvarez, 2011). In this report, suitable ratios will be used to understand the profitability, liquidity and gearing of Jurys Inn hotel. Besides, the importance of understanding the ratios and their fluctuations will be discussed here. In addition,  the benefits and limitations of ratio analysis will be discussed here.
[bookmark: _Toc95070186]Financial Analysis
1. Profitability Ratios
Profitability Ratios of Jurys Inn 2019
Gross Profit Margin = Gross Profit / Sales
                                 = 5050 / 5500
                                 = 0.91818
                                 = 91.82%
The Gross Profit Margin is above the standard.
Net Profit Margin = Net Profit / Sales
                             = 4008 / 5500
                             = 0.7287
                             = 72.87%
The Net Profit Margin is above the standard.
Return on Capital Employed= Earning before Interest and Tax / Capital Employed
                                         = Earning before Interest and Tax/(Total Assets- Current Liabilities)
                                         = 4028 / 6226
                                         = 0.64696
                                         = 64.70%
The Return on Capital Employed is sufficient enough for the company as it breached the standard 20%. 
Total Asset Turnover ratio = Sales/ Average Total Assets 
                                           = 5500/ 7565
                                           = 0.7270
The total asset turnover ratio is above the standard 0.25-0.5.
Working Capital Turnover ratio= Sales/Working capital
                                                   = 5500/ 1726
                                                   = 3.1866
The working capital turnover ratio is much higher than the working capital. So, the performance of the hotel is stable.
Profitability Ratios of Jurys Inn 2020                     
Gross Profit Margin = Gross Profit/Sales
                                 = 5150 / 6000
                                 = 0.8583
                                 = 85.83%
The Gross Profit Margin is above the standard.
Net Profit Margin = Net Profit / Sales
                             = 4073 / 6000
                             = 0.6788
                             = 67.88%
The Gross Profit Margin is above the standard.
Return on Capital Employed= Earning before Interest and Tax / Capital Employed
                                         = Earning before Interest and Tax/(Total Assets- Current Liabilities)
                                         = 4091 / 6274
                                         = 0.65205
                                         = 65.21%
The Return on Capital Employed is sufficient enough for the company as it breached the standard 20%.
Total Asset Turnover ratio = Sales/ Average Total Assets 
                                           = 6000/ 7727.5
                                           = 0.7764
The total asset turnover ratio is above the standard 0.25-0.5.
Working Capital Turnover ratio= Sales/Working capital
                                                   = 6000/ 1624
                                                   = 3.69
The working capital turnover ratio is much higher than the working capital. So, the performance of the hotel is stable.
2. Liquidity ratios
Liquidity ratio of Jurys Inn 2019
Current ratio = Current asset / Current Liabilities
                     =  3065 / 1339
                     = 2.289
                     = 2.29
The current ratio is 2.29 which is higher than the standard 2.
Quick Ratio= (Current Assets-Stocks)/ Current Liabilities
                    = (3065-1450)/1339
                    = 1.2061
The current ratio is 1.21 which is higher than the standard 1.
Cash Ratio= (Cash+Cash Equivalents)/ Current Liabilities
                  = 15/1339
                  = 0.011
Liquidity ratio of Jurys Inn 2020
Current ratio = Current asset / Current Liabilities
                     =  3240 / 1616
                     = 2.004
                     = 2.00
The current ratio is 2.00 which is equal to standard 2. So, the firm has enough liquidity.
Quick Ratio= (Current Assets-Stocks)/ Current Liabilities
                    = (3240-1420)/1616
                    = 1.1262
The current ratio is 1.12 which is higher than the standard 1. So, the firm has enough liquidity.
Cash Ratio= (Cash+Cash Equivalents)/ Current Liabilities
                  = 20/1616
                  = 0.012
Gearing ratios
Debt Ratio of Jurys Inn 2019
Debt ratio = Total Debt / Total Asset
                 = (Current Liabilities + Long term Liabilities) / Toal Asset
                 = (1339 + 150) / 7565
                 = 1489 / 7565
                 = 0.1968
The ratio is much lower than the standard.
Interest Coverage Ratio= EBIT/ Periodic Interest
                                      = 4028/20
                                      = 201.4 times
The ratio indicates the financial health is healthier.
Debt to Equity Ratio= Total Liabilities/ Shareholder’s Equity
                                 = 1489/6076
                                 = 0.2451
The ratio is much lower than the standard. 
Debt Ratio of Jurys Inn 2020
Debt ratio = Total Debt / Total Asset
                 = (Current Liabilities + Long term Liabilities) / Toal Asset
                 = (1616 + 145) / 
                 = 1761 / 7890
                 = 0.223
The ratio is much lower than the standard.
Interest Coverage Ratio= EBIT/ Periodic Interest
                                      = 4091/18
                                      = 227.28 times
The ratio indicates that financial health is healthier.
Debt to Equity Ratio= Total Liabilities/ Shareholder’s Equity
                                 = 1761/6129
                                 = 0.2873
The ratio is much lower than the standard. 
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The gross profit margin of Jurys Inn was 91.82% in 2019. In 2020, it was decreased to 85.83% which indicates that the gross profit of the firm is decreasing. 
The net Profit margin of Jurys Inn was 72.87% in 2019. It was decreased to 67.88% in 2020 which indicates that the net profit of the organisation is decreasing day by day. 
There has been an uptrend in the Return on Capital Employed ratio i.e. 64.70% in 2019 and 65.21% in 2020. The total asset turnover ratio has also seen an uptrend i.e 72.70% in 2019 and 77.64% in 2020. The uptrend is also found in the working capital turnover ratio.
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The current of Jurys Inn hotel was 2.29 in 2019. However, it was decreased to 2.00 in 2020. Although the hotel company has sufficient assets of £2 against £1 liability, the current asset is decreasing day by against the current liability of the company. It indicates that the current liabilities of the firm is increasing faster than the current assets. Hence, there has been a negative trend in the overall liquidity of Jurys Inn hotel. 
The quick ratio of Jurys Inn has seen a downtrend i.e 1.12 in 2019 and 1.10 in 2020. However, there has been an uptrend in the cash ratio of the hotel.
[bookmark: _Toc95070190]Gearing Ratios
The overall debt-equity ratio of Jurys Inn hotel was 0.1968 and 0.223 in  2019 and 2020 respectively which is good enough and reasonable for the company as it is far lower than 0.5. However, the debt of the hotel is increasing day by day i.e 0.1968 in 2019 and 0.223 in 2020. So, there has a negative trend in the debt ratio of Jurys hotel as the debt is increasing compared to the asset of the hotel.
The interest coverage ratio of the hotel has been seen an uptrend in 2020 i.e 201.4 times in 2019 and 227.28 times in 2020. There has a negative trend in the debt ratio as the ratio is increased in 2020 i.e 0.2451 in 2019 and 0.2873 in 2020
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Ratio Analysis means the numeric interpretation of the financial data from the financial statement of a business organisation (Palmer, 2014). It generally measures the financial variables compared to another one. It is essential to understand the ratio analysis because it is a vital tool for the analysis of the financial performance of hotel organisations. It is useful to enhance the understanding of the financial results of the organisation and the overall trends of the financial performance of the hotel more effectively and efficiently (Steffy, Strunk and Zearley, 2017). For instance, by analysing the ratios of Jurys Inn hotel it can be seen that the hotel has a negative trend in its profitability, liquidity and gearing ratios. Ratios are considered as the key indicators about the performance of the business of a hotel and hospitality organisation. For instance, the profitability ratios of Jurys Hotel indicates that there has been a significant fluctuation in the profitability of the hotel which impacts the performance negatively and the hotel need to adopt the necessary steps for maintaining the profitability of the hotel stable. Gearing ratios like the rising debt ratio is an indicator for the managers that the total debt of the hotel is moving faster than the total asset of the hotel. The hotel needs to consider this so that the debt and assets of the hotel increase parallelly otherwise the hotel might not be able to fulfil the long term obligations in future. Ratios and their fluctuations aid the decision-makers of the hotel to understand what is the strength of the organisation, what are the weaknesses and what is influencing the organisation positively and what indicators are negative for the hotel. For instance, it is found that Jurys Hotel has a strength that the hotel has enough liquidity to operate the business i.e. they have £2 current assets against their £1 current liabilities. So, the business can be operated successfully after meeting the current liabilities and the business will not struggle for funds for the efficient operation of the business of the hotel and it is easily understandable in the analysis of the ratios. Understanding the ratios and their fluctuations help the managers and decision-makers of the hotel to pinpoint the organisational problems on which the firm need to concentrate such as the management of the Jurys hotel became able to understand that there has a problem of the hotel in their operation. The expenses of the hotel are rising faster than the overall turnover of the hotel for which there has downtrend in the profitability ratio and it is easily recognisable by the hotel management.
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There are several benefits and limitations of ratio analysis in the hotel and hospitality industry. Benefits of ratio analysis in the hotel and hospitality industry are discussed below-
Forecasting and planning: Ratio Analysis helps the organisations of the hotel and hospitality industry to understand the trend of the organisation in terms of profitability, liquidity and other facts (Sabay et. al, 2019). This analysis of the trends helps the managers and other corporate planners to adopt appropriate planning and strategies for the business.
Identification of the efficiency of the operation: Ratio analysis is beneficial in getting the indication about the organisational efficiency in terms of utilising the assets of the hotel and different activity ratios are useful in this regard. 
Comparison of the performance with other hotels and hospitality companies: It is difficult to compare two or more hotels and their efficiency using figures. Ratio analysis is helpful in this regard to identify the efficient and inefficient firm and their position easily using the relevant ratios (Mulyawan,2015). 
Getting hints about the liquidity, solvency and profitability of the firm easily: Ratio analysis is beneficial for the hotel and hospitality industry in getting indication about the capability of the short term financial asset to pay the short term liabilities of the hotel. It is difficult to determine the liquidity using whole figures used in the financial statements, but ratio analysis makes it easier by comparing the asset against £1 liability. Besides, it might not be easier for the decision-maker of the hotel to understand the real scenario of the profitability by observing the figures used in the financial statements. Ratio analysis can exhibit the real scenario easily such as the profit of the Jurys Inn is increased so it could be perceived that the profitability of the firm is increased without the ratio analysis. But ratio analysis showed that the profitability of the hotel is reduced in 2020. 
Limitations of Ratio Analysis in the hotel and hospitality industry are as follows:
Dependence on the data of Financial Statements: Ratios are analysed based on the information stated in the financial statements. The limitations of the financial statements can influence the quality of the ratio analysis (Lesakova,2007). 
Historical Data: Ratio analysis uses the data of financial statements and data of the financial statements are historical. So, ratio analysis is not able to exhibit the current scenario (Karale,2020). For instance, the ratio of 2019 and 2020 can not explain the scenario of 2020-21 where the performance of the hospitality industry is affected by the Covid-19 pandemic. 
Seasonal factors influence financial data: Hotel businesses performance is dependent on seasonal factors. So, ratio analysis can not be able to interpret the real performance. For instance, using the data of off seasonal performance ratio analysis cannot interpret the performance or profitability of seasonal performance.
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Financial analysis is helpful in understanding and perceiving the state of an organisation. Analysing the ratios of the Jurys Inn hotel, it is found that the organisation has a downtrend in terms of its profitability, solvency and liquidity. However, it is also identified that the company has enough liquidity and solvency. Understanding the ratios and their fluctuations are essential for hotel business because the overall trends can easily be recognised and necessary steps can be taken appropriately by analysing these. Understanding these also aid in identifying the problems of the hotel at which the firm need to concentrate. There are many benefits and limitations of using ratio analysis in the hotel and hospitality industry. 
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