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Seacrest Lodge is a hotel that is currently operating in the hospitality industry of the UK. They had a good run during or up until 2021 as they had been able to obtain lucrative financial condition till then. However, the company has been suffering since then as their financial condition is going down each year. The goal of this report is to measure the financial performance, the reason behind it, and propose some turnaround that they can implement to change their condition.
[bookmark: _Toc164177501]Financial Performance
Financial Performance is a key term which is important for any company because it provides valuable information regarding how well the organization is currently performing. By studying these information, a company gets the opportunity to make educated decision regarding their organization. The financial performance of Seacrest Lodge will be evaluated which will be helpful to identify the performance indicator of the organization.
[bookmark: _Toc164177502]Financial Ratio Analysis
There are a number of factors which falls under financial ratio analysis and these are Net profit margin, Return on Equity (ROE), Return on Asset (ROA), etc. By studying these values, various important information regarding the organization can be identified which will be helpful for the study.
	Year
	2021
	2022
	2023

	Net Profit Margin 
	25%
	13.63636%
	-15.7895%

	Return on Equity (ROE)
	48.38709677%
	25.86207%
	-50%

	Return on Asset (ROA)
	13.95348837%
	7.075472%
	-8.10811%

	Net Profit Margin =   (Seal, 2019)

	Return on Equity (ROA) =  (Seal, 2019)

	Return on Asset =  (Seal, 2019)


[bookmark: _Toc164177503]Net Profit Margin Analysis
The net profit basically is a value which shows the revenue of a company but the expanses that has been incurred from the company is not included in it (‌Banerjee, 2015). The net profit margin analysis has been shown in the above table as well as the formula that has been used to find out net profit margin. Major change in the net profit margin data from year to year has been shown in the above table where it can be found that during 2021, the net profit margin of Seacrest Lodge was 25%. This is a good value for net profit margin because any company that are currently operating in the file dare looking to obtain such net profit margin. Based on the findings of Lacalle (2021), for a company that is operating in the hospitality industry, 10% is a healthy net profit margin and 20% is a high profit margin. In case of Seacrest Lodge, they have exceeded the high profit margin during 2021 so they were performing really well. The net profit margin decreased a lot in the next year during 2022, still the organization got to obtain a net profit margin around 13% which is still healthy profit margin (Lacalle, 2021). However, the net profit margin came down to -15% the next year which means that the company could not hold on to making profit, instead made losses that year. The reason behind it can be found by studying their data, and from the data, it can be found that their operating expanse has increased a lot during this time period. Due to this reason, it is possible that their net profit margin has decreased which has caused the organization to face major issues.
[bookmark: _Toc164177504]Return on Equity (ROE)
The Return on Equity (ROE) is another key financial term which shows the profitability that the company is being able to make with reference to the equity of the shareholders (Block et al., 2014). For a company that holds high ROE, they will be able to convert more of their equities into profit which is demanded by any company that is currently operating in the field. The ROE of the company during the year 2021 was 48% which is a very strong ROE for Seacrest Lodge. The company was not able to maintain this ROE in the next year as the ROE dropped down to around 25% during 2022 which is still good for any company, but decrease in ROE is not demanded by companies. One of the major reason behind this decrease of ROE can be not being able to make as much profit as 2022 during 2021. The operating expanse also increase by some margin this year which also had an impact on the decreased ROE. The major drop in terms of ROE can be found during the year 2023 as the ROE during this year came down to -50% which is a major concern for Seacrest Lodge. As the ROE turned negative that means the company is failing to turn their shareholders investments into profit so they will not be able to provide profit to their stakeholders (Walker, 2021). 
[bookmark: _Toc164177505]Return on Asset (ROA) Analysis
The Return on Asset (ROA) is another key term which plays an important role in case of any organization to function. In case of Seacrest Lodge, the Return on Asset was around 14% which was good but they could not maintain it the next year. During the year 2022, the ROA came down to 7% which was a major drop for the company and by investigating the reason behind this drop, it can be found that the net loss the company had to face during that year (‌Drury, 2021). The company had to work on improving their condition on the next year, but they had to face more stepper drop as the ROA came down to around -8%. Having such a poor ROA value indicates that the company is not capable of turning their assets into profit which has mainly occurred due to their decrease in net profit (Petty et al., 2015).
[bookmark: _Toc164177506]Performance Indicator
Some indicators has been identified which can provide an overall idea about the performance of the company. From the additional financial information of Seacrest Lodge that has been provided, it can be seen that the company had an Average Room Rate of £260 during the year 2021. The company took steps to reduce this Average Room Rate the next year by £20. As it decreased, it is obvious that their potential of making profit decreased. The company had to go further and decrease this value by additional £30 which means that their Average Room Rate came down to £210. There might be a number of reasons behind these decreases, but all led to Seacrest Lodge suffering from issues like not being able to make profit. Some of the reasons behind this cost reduction can be less demand from the customer because if the demand gets lower, organizations usually practice to decrease price to attract customers. Also, it could have been an strategical approach by Seacrest Lodge with the aim to increase the number of customers that travels to Seacrest Lodge. 
Another major reason behind the issue that Seacrest Lodge had to face is that the organization does not have any other source of income other than the customers occupying their rooms. As this is the only source of income and the presence of customers on the Seacrest Lodge was decreasing day by day, they had to face the financial trouble. During the year 2021, they were being able to fill 65% of the occupancy available at the Seacrest Lodge, but it came down to 60% the next year. The occupancy rate went further down to 50% during the year 2023 so they were able to fill only half of the occupancy available at Seacrest Lodge. Due to these reason, it can be assumed that the company had to reduce their room price to be able to attract more customers which did not occur and the company had to face major issues due to it.
[bookmark: _Toc164177507]Possible Reasons behind Decline in Profitability of Seacrest Lodge
It is evident that the profitability of Seacrest Lodge decreased but there may a number of reasons which might have caused this decrease.
Brexit is a significant incident that occurred and due to it, several impacts are being observed in various aspects at the UK. One of such aspect is the economic impact which have decreased the disposable money in hand of the customers. Due to this reason, the customers were not as interested to book with Seacrest Lodge. Not only that, various regulatory changes has been implemented due to Brexit which has limited the number of people that can travel to UK. It might be possible that the Seacrest Lodge was acting to attract tourists, but due to the impacts of Brexit, the Seacrest Lodge is not being able to obtain enough tourists. Also, the service quality of the Seacrest Lodge is also related to Brexit because in the post Brexit era, the tourism industry is facing stuff shortages (Restle, 2023). Under the circumstances, Seacrest Lodge might also had to face the similar fate which decreased their service quality, thus the customers started to stay away from Seacrest Lodge. 
One of the prime reason behind it can be the change in customer preference in the hospitality industry. The customers do not contain the same desire or wants throughout the time in the hospitality industry, instead their demands and wants changes with time. There can be changes like demanding transportation services with hotel service at the same time, and so on. Due to these changes among the customer demand, they might have lost their interest in the Seacrest Lodge which might have caused the decline in profitability.
Economic condition of the UK can also be a major issue for the Seacrest Lodge because the economic downturn of the UK is going on for quite sometime. As the organization was being able to make profit up until 2021 when the inflation at the UK was low (BBC News, 2024), it can be assumed that the economic downturn directly impacted the Seacrest Lodge. The inflation started to raise at the UK since 2021, and during 2022 and 2023, the inflation was very high at the UK (BBC News, 2024). Due to this reason, the Seacrest Lodge might had to face issues like not being able to make profit as high as 2021 and it continued to decrease as the inflation continued to go up.
[bookmark: _Toc164177508]Turnaround
The Seacrest Lodge has been facing a number of issues, but there are steps that they can take to be able to improve their condition.
The company needs to work on understanding the market like customer demands and so on. Based on the customer demand, they may have to target a new customer base or work on meeting the demand of the customers by changing the service that they provide.
They need to work on limiting their expanses as it has been found that the operational expense of the organization is raising each year. If they want to improve their financial condition, they will need to work on controlling these expenses (Megee, 2024). They can work on identifying each aspect where they can reduce their costs so that they can effectively improve their financial condition.
Marketing can be an effective way for Seacrest Lodge because marketing will help them to attract more customers. As they need customers to be able to make profit, they need to invest in strategic marketing to be able to attract as much customers as possible (Baines et al., 2017).
[bookmark: _Toc164177509]Conclusion
The Seacrest Lodge was performing well in the market during 2021 but they had to face major blows in terms of financial aspects in the next two years. The possible issues behind this fall has been identified as customer demand shift, inflation at the UK, Brexit, etc. Some turnarounds has also been recommended, and by following the recommendations, it can be expected that the Seacrest Lodge will be able to improve their financial conditions.
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