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[bookmark: _Toc42874121]INTRODUCTION 
Being the company accountant of Gatsby Grange, a part of the small boutique chain within the United Kingdom the report will be prepared and presented to the chief executing officer by covering the following aspects. The task one of the report will be covered by the ratio analysis for the year 2018 and 2019 and the trends will be identified. Also, the need for analysing ratio in the hotel management industry will be identified and analysed. At last, the limitations and benefits of calculating ratios and for decision making in the hotel industry will be examined. In task two the PowerPoint presentation will be prepared which will cover the overview of the report to make a better understanding. 


[bookmark: _Toc42874122]TASK 1 
[bookmark: _Toc42874123]INTRODUCTION 
Working as a company accountant at Gatsby Grange following things will be addressed in Task one. For the year 2019 and 2018, the ratios will be calculated and the trends will be discussed by drawing the appropriate conclusion. The profitability, gearing and the liquidity ratio for the hotel chain will be analysed and the importance of ratio in the hotel management for analysing the information will be identified. Also the advantages and disadvantages of ratio analysing the make the decision in the hotel and tourism industry will be discussed. 
[bookmark: _Toc42874124]RATIO CALCULATION 
Profitability ratio 
This ratio identifies the profit-generating capacity of the company and the level of profits that the company can earn by its services as well as products. Also, the profitability ratio measures the firm’s capability to generate the profit and this is calculated with the help of the gross profit, net profit and many more. In the hostility industry, there are huge profits so it is important to know in the competitive environment that where the company is standing (Sari et al. 2018)
Gross profit
	Year 
	Gross profit

	2018
	0.91

	2019
	0.85




[bookmark: _Toc42874110]Figure 1 Gross profit ratio
As per figure 1, it can be connoted that the gross profit of the company was 0.91 in the year 2018 and in the year 2018 the gross profit remained at 0.85. By comparing the profit with the year 2018 it has followed the decreasing trend and it shows that the profit-generating capability is reducing and the reason may be a decline in the customer base. It is also concluded that in the year 2019 fewer services and products are taken by the customer that resulted in the low profits of the company. This will also affect the stakeholder of the company and they may show a lack of interest in the investment (Kim and Im, 2017).
Return on net assets
	Year 
	Return on net assets

	2018
	0.68

	2019
	0.65




[bookmark: _Toc42874111]Figure 2 Return on net assets
According to figure 2, it can be reflected that the return on net assets at Gatsby is reduced as compared to the year 2018. In the year 2018, it was 0.68 and in the year 2019 it is 065 and the declining trend is showing that the company is not using its assets effectively as well as the use of working capital is not done effectively. This ratio will adversely affect the potential investors because in making the decision return on net assets ratio has a significant role (Hassan, 2018).
Gearing ratio 
Gearing ratio is termed as the financial ratio that helps in comparing the debts with the equity. This ratio supports measuring the financial leverage and debt financing, as well as equity capital funding operations, are analysed. The gearing ratio helps the hospitality industry in finding the amount of fund that the company has raised from the third party and amount of fund that the company has owned by owners equity. The financial leverage of the company can be known which also helps the stakeholders in making the decision regarding investment (Kiarie et al. 2019).
Debt to equity ratio
	Year 
	Debt to equity ratio

	2018
	0.85

	2019
	0.72




[bookmark: _Toc42874112]Figure 3 Debt to equity ratio
From figure 3, it can be inferred that as compared to the year 2018 in the year 2019 the debt the equity ratio is declined and it is good for the company. The lower debt to equity ratio shows that the company as low risk and higher debt to equity show the company has high risk. In the year 2018, the debt-equity was 0.85 and in the year 2019, it was 0.72. This also indicates that in the hospitality industry the company the longer-term assets as compared to the debts in the year 2019 (Arif et al. 2016).
A total asset to total debt ratio
	Year 
	A total asset to total debt ratio

	2018
	0.25

	2019
	0.21




[bookmark: _Toc42874113]Figure 4 Total assets to total debt ratio
According to figure 4, it can be reflected that in the year 2018 the total assets to total debt ratio were 0.25 and in the year 2019, it was 0.21 which also shows the declining trend. The decline in the ratio also indicates the there is the decline in the funding from the equity source as compared to the previous year and this may impact on the stakeholder's interest towards the company (Hassan, 2018).
Liquidity ratio
As per the liquidity ratio is gives the information to the stakeholder of the company that shows the ability of the company to meet the short term financial obligations within the period of one year. Also in the hospitality industry huge working capital is required to carry the business operation therefore the liquidity ratio is the significant part of this industry (Bunker et al. 2019).
Current ratio 
	Year 
	Current ratio

	2018
	2.29

	2019
	2




[bookmark: _Toc42874114]Figure 5 current ratio
As per the figure 5, it can be connoted that in 2018 the current ratio was 2.29 and in 2019 it was 2 this has also followed the declining trend. it also shows that is an increase in the short term liabilities and therefore the current ratio of the company has declined. It can be concluded that the cash greeting capability of the company has also declined in the year 2019 as compared to the year 2018 (Robinson, 2020). 
Quick ratio
	Year 
	Quick ratio

	2018
	1.2

	2019
	1.12




[bookmark: _Toc42874115]Figure 6 Quick ratio
According to figure 6, it can be connoted that the quick ratio was 1.2 in the year 2018 and it remained at 1.12 in the year 2019. The low quick ratio of the company is also indicating that the company is struggling in maintaining the sales level and it also collecting the receivable slowly. By the declining trend of the quick ratio, it is also concluded that the company is having in a more risky position because of the lack of current assets (Arif et al. 2016).
[bookmark: _Toc42874125]UNDERSTANDING AND FLUCTUATION OF RATIO ANALYSIS IN HOTEL MANAGEMENT
Understanding of ratio analysis
Ratio analysis is the fundamental framework for analysing evaluating the financial position of the company. In the hotel management industry and this also helps the company in making a good decision regarding investment, sales and many more. It also supports the organisation in comparing the performance by taking the financial statement of the past years and the trend can be identified. The financial trend gives a better understanding of the company position in term of liquidity, solvency, and profitability (Arif et al. 2016).
Ratio analysis understanding is most important for the hotel management because it helps the company in finding the financial results in terms of profitability, leverage and liquidity. It also supports the company in knowing the organisational performance and the managers can take the informed strategic as well as operational decision for the company to enhance the business performance (Hassan, 2018).
From the financial statements, the trend of the company for the different ratios can also be known and this also supports the hotel management company in analysing the trend to make a better decision for the organisation. The ratio analysis also makes the holistic measures and it gives a clear framework to analyse and interprets the data for the hotel management (Robinson, 2020). 
In the hospitality industry, there is a huge cost involved in the tangible and the fixed assets and therefore the financial ratio is supportive in calculating the financial position of the company. With the increase in the gross profit ratio, it will reflect that the company has more customer generating capability and more services are provided by the company. The decision regarding attract more customer can be taken by working on the existing policy and this can be done by comparing the performance with the help of the ratio analysis (Chow, 2019).
[bookmark: _Toc42874126]BENEFITS AND LIMITATIONS OF RATIO ANALYSIS 
Benefits of ratio analysis within the hotel and tourism industry 
Forecasting and planning: 
One of the major advantages for calculating the ratio analysis in the hotel and tourism industry is it helps the company in forcing and planning the business activities to make more customers and to increase the sales level. Also with the ratio analysis, the decision regarding the planning of the various activities and the forecasting of sales can also be done by identifying the trend and patterns (Arif et al. 2016).
Budgeting: 
The requirement of working capital is more in the hotel and tourism industry and with the help of the ratio analysis, it supports the entire industry in preparing the budgets. From the budgeted figures the company gets the direction to run the business operation. The decision regarding budgeting can be taken by conducting the ratio analysis because it will reflect the financial performance and position of the company (Robinson, 2020). 
Indicates liquidity position
With the ratio analysis in the hospitality industry, it helps the companies in knowing their liquidity position and the company with the low liquidity position can take the necessary steps to improve the financial performance. This also helps in making the business decision for the growth and the development of the organisation (Hassan, 2018).
Limitations of ratio analysis within the hotel and tourism industry 
Seasonal factors impact on the financial data
This is one of the major limitations for the ratio analysis that during the seasonal period the financial performance of the company will be good and therefore it will affect the financial data of the hotel and tourism industry. The need for the inventory will also be high during the seasonal period and the industry cannot take the further decision regarding the inventory because it was based on the seasonal period (Robinson, 2020). 
Quantitative analysis
Ratio analysis only takes quantitative analysis into the consideration and its qualitative aspects are ignored in it. in the hotel and tourism industry also the qualitative aspects have a significant role because it is the service industry and the decision cannot be taken only by working on the quantitative analysis. To make a better impact on the business performance as well as on the decision both the qualitative and the quantitative factors are important in the hotel and tourism industry (Robinson, 2020). 
[bookmark: _Toc42874127]CONCLUSION
Thus it can be concluded that the financial performance of the company is not good and it may negatively impact on the stakeholders and it will also affect the decision making of the company. By making a proper understanding of the ratio analysing as well as with the fluctuations in the ratio analysis the hotel management company can make a better decision and it can overall improve the financial position. Also, the limitations and the benefits of the ratio analysed are examined within the hotel and the tourism industry.
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Profitability ratio 
This ratio identifies the profit-generating capacity of the company and the level of profits that the company can earn by its services as well as products. Also, the profitability ratio measures the firm's capability to generate the profit and this is calculated with the help of the gross profit, net profit and many more. In the hostility industry, there are huge profits so it is important to know in the competitive environment where the company is standing.
Gearing ratio 
Gearing ratio is termed as the financial ratio that helps in comparing the debts with the equity. This ratio supports in measuring the financial leverage and debt financing, as well as equity capital-funded operations, are analysed. The gearing ratio helps the hospitality industry in finding the amount of fund that the company has raised from the third party and amount of fund that the company has owned by owners equity. The financial leverage of the company can be known which also helps the stakeholders in deciding on an investment.
Liquidity ratio 
As per the liquidity ratio is gives the information to the stakeholder of the company that shows the ability of the company to meet the short term financial obligations within the period of one year. Also in the hospitality industry huge working capital is required to carry the business operation, therefore, the liquidity ratio is the significant part of this industry 


it can be connoted that in 2018 the current ratio was 2.29 and in 2019 it was 2 this has also followed the declining trend. it also shows that is an increase in the short term liabilities and therefore the current ratio of the company has declined. It can be concluded that the cash greeting capability of the company has also declined in the year 2019 as compared to the year 2018. 


it can be inferred that as compared to the year 2018 in the year 2019 the debt the equity ratio is declined and it is good for the company. The lower debt to equity ratio shows that the company as low risk and higher debt to equity show the company has high risk. In the year 2018, the debt-equity was 0.85 and in the year 2019, it was 0.72. This also indicates that in the hospitality industry the company the longer-term assets as compared to the debts in the year 2019.


it can be connoted that the gross profit of the company was 0.91 in the year 2018 and in the year 2018 the gross profit remained at 0.85. By comparing the profit with the year 2018 it has followed the decreasing trend and it shows that the profit-generating capability is reducing and the reason may be a decline in the customer base. It is also concluded that in the year 2019 fewer services and products are taken by the customer that resulted in the low profits of the company. This will also affect the stakeholder of the company and they may show a lack of interest in the investment.


Ratio analysis is the fundamental framework for analysing evaluating the financial position of the company. In the hotel management industry and this also helps the company in making a good decision regarding investment, sales and many more. It also supports the organisation in comparing the performance by taking the financial statement of the past years and the trend can be identified. The financial trend gives a better understanding of the company position in term of liquidity, solvency, and profitability.
Ratio analysis understanding is most important for the hotel management because it helps the company in finding the financial results in terms of profitability, leverage and liquidity. It also supports the company in knowing the organisational performance and the managers can take the informed strategic as well as operational decision for the company to enhance the business performance.
From the financial statements, the trend of the company for the different ratios can also be known and this also supports the hotel management company in analysing the trend to make a better decision for the organisation. The ratio analysis also makes the holistic measures and it gives a clear framework to analyse and interprets the data for the hotel management.
In the hospitality industry, there is the huge cost involved in the tangible and the fixed assets and therefore the financial ratio is supportive in calculating the financial position of the company. With the increase in the gross profit ratio, it will reflect that the company has more customer generating capability and more services are provided by the company. The decision regarding attract more customer can be taken by working on the existing policy and this can be done by comparing the performance with the help of the ratio analysis.


Forecasting and planning: 
One of the major advantages for calculating the ratio analysis in the hotel and tourism industry is it helps the company in forcing and planning the business activities to make more customers and to increase the sales level. Also with the ratio analysis, the decision regarding the planning of the various activities and the forecasting of sales can also be done by identifying the trend and patterns.
Budgeting: 
The requirement of working capital is more in the hotel and tourism industry and with the help of the ratio analysis, it supports the entire industry in preparing the budgets. From the budgeted figures the company gets the direction to run the business operation. The decision regarding budgeting can be taken by conducting the ratio analysis because it will reflect the financial performance and position of the company.
Indicates liquidity position 
With the ratio analysis in the hospitality industry, it helps the companies in knowing their liquidity position and the company with the low liquidity position can take the necessary steps to improve the financial performance. This also helps in making the business decision for the growth and the development of the organisation.


Seasonal factors impact on the financial data 
This is one of the major limitations for the ratio analysis that during the seasonal period the financial performance of the company will be good and therefore it will affect the financial data of the hotel and tourism industry. The need for the inventory will also be high during the seasonal period and the industry cannot take the further decision regarding the inventory because it was based on the seasonal period.
Quantitative analysis 
Ratio analysis only takes quantitative analysis into the consideration and its qualitative aspects are ignored in it. in the hotel and tourism industry also the qualitative aspects have a significant role because it is the service industry and the decision cannot be taken only by working on the quantitative analysis. To make a better impact on the business performance as well as on the decision both the qualitative and the quantitative factors are important in the hotel and tourism industry.




[bookmark: _Toc42874130]CONCLUSION 
Thus from the above report, it can be summarised that the ratio analysis has a significant role in comparing the business performance and it also helps in taking operational as well as a strategic decision. With the changes in the ratios the trend can be identified by the company and in the hospitality industry, it has the major role because the need for working capital is more. From the ratio analysis, the hotel and tourism industry can make better planning as well as forecasting. The benefits and the limitations of the ratio analysis within the hotel and tourism industry also helped in better understanding of the subject.
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Profitability ratio 

This ratio identifies the profit generating capacity of the company and the level of profits that the company can earn by its services as well as products. Also the profitability ratio measures the firm’s capability to generate the profit and this is calculated with the help of the gross profit, net profit and many more. In the hostility industry there is huge profits so it is important to know in the competitive environment that where the company is standing.

Gearing ratio 

Gearing ratio is termed as the financial ratio that helps in comparing the debts with the equity. This ratio supports in measuring the financial leverage and the debt financing as well as equity capital funded operations are analysed. The gearing ratio helps the hospitality industry in finding the amount of fund that the company has raised from the third party and amount of fund that the company has owned by owners equity. The financial leverage of the company can be known which also helps the stakeholders in making the decision regarding investment.

Liquidity ratio

As per the liquidity ratio is gives the information to the stakeholder of the company that shows the ability of the company to meet the short term financial obligations within the period of one year. Also in the hospitality industry huge working capital is required to carry the business operation therefore the liquidity ratio is the significant part for this industry
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 it can be connoted that in 2018 the current ratio was 2.29 and in 2019 it was 2 this has also followed the declining trend. it also shows that  is increase in the short term liabilities and therefore the current ratio of the company has declined. It can be concluded that the cash greeting capability of the company has also decline in the year 2019 as compared to the year 2018.
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			Year 			Current ratio			Series 2			Series 3


			2018			2.29			2.4			2


			2019			2			4.4			2


			Category 3			3.5			1.8			3


			Category 4			4.5			2.8			5
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it can be inferred that as compared to the year 2018 in the year 2019 the debt the equity ratio is declined and it is good for the company. The lower debt to equity ratio shows that the company as low risk and higher debt to equity shows the company has high risk. In the year 2018 the debt equity was 0.85 and in the year 2019 it was 0.72. This also indicates that in the hospitality industry the company the longer term assets as compared to the debts in the year 2019.



5



Debt to equity ratio	2018	2019	0.85000000000000031	0.72000000000000031	Microsoft_Office_Excel_Worksheet1.xlsx

Sheet1


			Year 			Debt to equity ratio			Series 2			Series 3


			2018			0.85			2.4			2


			2019			0.72			4.4			2


			Category 3			3.5			1.8			3


			Category 4			4.5			2.8			5


						To resize chart data range, drag lower right corner of range.












Debt to equity ratio






image7.emf
Gross profit ratio

2018 2019

0.91

0.85

Gross profit

Gross profit


Microsoft_PowerPoint_Slide11.sldx
Gross profit ratio





it can be connoted that the gross profit of the company was 0.91 in the year 2018 and in the year 2018 the gross profit remained at 0.85. By comparing the profit with the year 2018 it has followed the decreasing trend and it shows that the profit generating capability is reducing and the reason may be decline in the customer base. It is also concluded that in the year 2019 less services and products are taken by the customer that resulted in the low profits of the company. This will also affect on the stakeholder of the company and they may show lack of interest in the investment.
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Importance of ratio analysis

Ratio analysis understanding is most important for the hotel management because it helps the company in finding the financial results in terms of profitability, leverage and liquidity. It also supports the company in knowing the organisational performance and the managers can take the informed strategic as well as operational decision for the company to enhance the business performance.







Ratio analysis is the fundamental framework for analysing the evaluating the financial position of the company. In the hotel management industry and this also helps the company in making good decision regarding investment, sales and many more. It also supports the organisation in comparing the performance by taking the financial statement of the past years and the trend can be identified. The financial trend gives better understanding of the company position in term of liquidity, solvency, and profitability.

Ratio analysis understanding is most important for the hotel management because it helps the company in finding the financial results in terms of profitability, leverage and liquidity. It also supports the company in knowing the organisational performance and the managers can take the informed strategic as well as operational decision for the company to enhance the business performance.

From the financial statements the trend of the company for the different ratios can also be known and this also supports the hotel management company in analysing the trend to make the better decision for the organisation. The ratio analysis also makes the holistic measures and it gives clear framework to analyse and interprets the data for the hotel management.

In the hospitality industry there is huge cost involved in the tangible and the fixed assets and therefore the financial ratio are supportive in calculating the financial position of the company. With the increase in the gross profit ratio it will reflect that the company has more customer generating capability and more services are provided by the company. The decision regarding to attract more customer can be taken by working on the existing policy and this can be done by comparing the performance with the help of the ratio analysis.
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Forecasting and planning: 

One of the major advantages for calculating the ratio analysis in the hotel and tourism industry is it helps the company in forcing and planning the business activities to make more customers and to increase the sales level. Also with the ratio analysis the decision regarding the planning of the various activities and the forecasting of sales can also be done by identifying the trend and patterns.

Budgeting: 

The requirement of working capital is more in the hotel and tourism industry and with the help of the ratio analysis it supports the entire industry in preparing the budgets. From the budgeted figures the company gets the direction to run the business operation. The decision regarding budgeting can be taken by conducting the ratio analysis because it will reflect the financial performance and position of the company.

Indicates liquidity position

With the ratio analysis in the hospitality industry it helps the companies in knowing their liquidity position and the company with the low liquidity position can take the necessary steps to improve the financial performance. This also helps in making the business decision for the growth and the development of the organisation.
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Seasonal factors impact on the financial data

This is one of the major limitations for the ratio analysis that during the seasonal period the financial performance of the company will be good and therefore it will affect the financial data of the hotel and tourism industry. The need for the inventory will also be high during the seasonal period and the industry cannot take the further decision regarding the inventory because it was based on the seasonal period.

Quantitative analysis

Ratio analysis only takes quantitative analysis into the consideration and it qualitative aspects are ignored in it. in the hotel and tourism industry also the qualitative aspects has the significant role because it is the service industry and the decision cannot be taken only by working on the quantitative analysis. To make the better impact on the business performance as well as on the decision both the qualitative and the quantitative factors are important in the hotel and tourism industry.
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