
ASSIGNMENT: JURYS INN


Executive Summary
Financial ratios are one of the most useful trends to evaluate the business performance of a company. In this assessment financial ratio calculations for Jurys Inn are being done with the trend analysis of the company associated with profitability analysis, liquidity analysis, and gearing analysis. The second part of the assessment shows the importance of financial ratios and their fluctuations for the management in two parts one is for overall and then for hotel industry specific. And for the last part of this assessment, the benefits and limitations of financial ratios are being shown for the hotel industry where the benefits are most considerable with appropriate information in the financial statement of a company. 
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Introduction
A financial ratio is the assessment of monetary data to arrive at business choices is known as financial analysis. This investigation regularly includes an assessment of both recorded and projected productivity, incomes, and hazard. Examining the monetary and functional state of the association to get qualities and shortcomings assists the initiative with figuring out where enhancements or changes can be made. Fortunately, organization execution data can undoubtedly be gathered through monetary proportions. Monetary proportions use data contained in the budget summary to assess execution viability in key regions.  This could show the management efficiency in the hotel and tourism industry. There are also dome limitations of financial ratios. Financial ratios are also a good indicator of the profitability of an inorganization. The net profits can be compared with the industry average of that company to know about the financial position and profitability of the company.














Calculation of financial analysis
The monetary investigation is the assessment of monetary data to arrive at business choices is known as financial analysis. This investigation regularly includes an assessment of both recorded and projected productivity, incomes, and hazard. It might bring about the redistribution of assets to or from a business or a particular inner activity (Antonowicz, 2014). In this section financial ratios will be calculated of Jurys Inn as per the requirement of this assessment. 
Profitability Ratios
1. Net profit margin (2019) = 
                                             = 
                                            = 0.728
                                            = 73%  
Net profit margin (2020) = 
                                          = 
                                          = 0.6788
                                          = 68%  
2. Gross profit margin (2019) = 
                                                = 
                                                = 0.9181
                                                = 92%  
Gross profit margin (2020) = 
                                            = 
                                           = 0.8583
                                           = 86%  
3. Return on Asset (2019) = 
                                            = 
                                           = 0.5298
                                           = 53%  
* Workings 
Total asset (2019) = Fixed Asset + Current Asset
                          = 4500 + 3065
                          = 7565
Return on Asset (2020) = 
                                            = 
                                           = 0.51622
                                           = 52%  
* Workings 
Total asset (2020) = Fixed Asset + Current Asset
                          = 4650 + 3240
                          = 7890
Liquidity Ratios
1.  Current Ratio (2019) = 
                                                = 
                                                = 2.289
                                                = 2.29: 1
.  Current Ratio (2020) = 
                                                = 
                                                = 2.0049
                                                = 2: 1  
2. Liquidity/ Acid Test Ratio (2019) = 
                                                           = 
                                                          = 1.2061
                                                          = 1.2: 1
* Workings
Liquid Asset (2019) = Current Asset – Stocks 
                              = 3065 – 1450
                              = 1615
Liquidity/ Acid Test Ratio (2020) = 
                                                           = 
                                                          = 1.126
                                                          = 1.1: 1
* Workings
Liquid Asset (2020) = Current Asset – Stocks 
                              = 3240 – 1420
                              = 1820


3. Working Capital Ratio (2019) = Current Asset – Current Liabilities
                                                   = 3065 – 1339
                                                  = 1726
Working Capital Ratio (2020) = Current Asset – Current Liabilities
                                                = 3240 – 1616
                                               = 1624
Gearing Ratio
1. Total Debt to Total Asset Ratio (2019) = 
                                                              = 
                                                             = 0.1968
                                                             = 20%
* Workings 
Total Debt (2019) = long Term Liabilities + Current Liabilities
                          = 150 + 1339
                          = 1489
Total Debt to Total Asset Ratio (2020) = 
                                                              = 
                                                             = 0.2232
                                                             = 22%
* Workings 
Total Debt (2020) = long Term Liabilities + Current Liabilities
                          = 145 + 1616               = 1761                                   
Financial Analysis Trends
Profitability ratios
In this portion of the assessment Net profit margin, gross profit margin, and return on asset is being calculated. The industry average net profit margin for hotels and hospitality is 8% and for gross profit, it is 76%. The calculated net profit for 2019 is 73% and in 2020 it is 68% which is better than the industry average. That means the company is doing well compared to the industry average. But profit is slightly decreasing in 2020 compared to 2019. And for gross profit it is also doing good is it is 92% and 86% respectively. The return on assets is 53% and 52% which indicates that the company is profitable.
Liquidity ratios
Liquidity ratios are the indicator of the solvency of the company and how much liquid the company can be in times of need (Jathurica, 2018). As Jurys Inn is a hotel company it should also keep the liquidity under consideration. From the above calculations, it can be seen that the current ratio for 2019 is 2.29:1 and for 2020 it is 2.1:1. So it can be said that Jurys Inn is keeping the amount of liquidity that is more than required with better profits it is a great indicator for the company. The quick ratio of Jurys Inn is 1.2:1 and 1.1:1 respectively which indicates that the company is also good in reserving most liquid assets for the company. 
Gearing ratios
Gearing ratios are the leverage calculator for a firm. In the fearing ratio various ratios are calculated to know about the financial position of the firm and how much owner owns it corresponding to debt (Putri and Septianti, 2020). Only debt to the total asset of the leverage ratio is calculated in this section as other information was not available to calculate the rest of the ratios under this. The leverage ratio for 2019 was 20% and for 2020 it is 22% which indicates that the company relies more on assets than debt financing. 
Importance of Ratio analysis with knowledge for the hotel industry
Monetary proportions use data contained in the budget summary to assess execution viability in key regions.  This could show the management efficiency in the hotel and tourism industry. There are also dome limitations of financial ratios (Muda, 2014). Financial ratios are also a good indicator of the profitability of an inorganization. The net profits can be compared with the industry average of that particular company to know about the financial position and profitability of the company (Alonso and Guzmán, 2014). Here we give an outline of key proportions, what they measure, and what esteem they can bring to your association. Monetary proportions or financial ratios are significant instruments for quantitative examination. Certain proportions are accessible to assess both short-and long haul monetary and functional execution, making them helpful at recognizing patterns in the business and giving admonition signs when it could be an ideal opportunity to roll out an improvement (Lartey, 2013). There are likewise explicit proportions that can gauge significant factors vital for some industries. By assessing specific proportions, a business can benchmark itself against comparative organizations and comprehend its assets, shortcomings, dangers, and areas of chance (Berkson, 1946).
In the hotel business, financial ratios can also play a vital role in the performance analysis of the company. If one knows the trends of the financial ratios for example gross profit margin and net profit margin then it can be used to show the performance and effectiveness of the company (Nariswari and Nugraha, 2020). The profitability of a hotel and tourism industry is based on the number of bookings and profit generated from that booking. So, it can be identified by the inventory turnover ratio used in the financial ratios he instead of stocks the booking will be used as monetary value. The financial ratio for hotel businesses can also calculate the liquidity of the company where 2:1 is the best average for liquidity. And to know the amount of leverage of hotel business debt to equity ratio should be calculated (Eljelly, 2014). But only calculations are not a matter of concern here. One should know about the interpretations and trends of financial ratios to evaluate efficiently. So, it is important for the hotel management to know about the financial ratio trend and their factions to evaluate the results of the financial statement. 

Ratio analysis and the benefits and limitations of ratio analysis
Ratio analysis is the most used technique to evaluate the financial performance of a company. The monetary investigation is the assessment of monetary data to arrive at business choices is known as financial analysis. This investigation regularly includes an assessment of both recorded and projected productivity, incomes, and hazard. It might bring about the redistribution of assets to or from a business or a particular inner activity (International Monetary Fund, 2012). The benefits and limitations of ratio analysis is being discussed below.


Benefits of Ratio Analysis
There are different sorts of benefits of Ratio analysis, each clarifying different parts of the organization execution and subsequently, they enjoy their benefits that could be also beneficial for the tourism and hospitality industry (Edmister, 1972). Together, a few proportions help in deciding a general fortress of the organization and the areas of progress.
Efficiency: Ratios, for example, the stock turnover or deals turnover proportions help in seeing how well the organization is utilizing its resources and assets to produce deals or spending stock (Hussein Alsufy, 2019). The efficiency of the company can be measured by the trends in the financial ratio analysis. This could show the management efficiency in the hotel and tourism industry. 
Solvency indicator: Solvency is the most crucial task to attain for a company. In the hotel, business solvency is a must to fulfill the demands of the customers. the solvency in the hotel business can be attained by maintaining adequate liquidity in the fund. (Halmaghi, Voica, and Bacila, 2018). These incorporate inclusion proportions, current proportion, speedy proportion, etc. which are the indicator for company solvency and insolvency in the tourism industry. 
Liquidity indicator: liquidity is another crucial thing that can be taken under consideration while calculating the financial performance of a company. It is the most effective thing that a hotel business must maintain. Financial ratios regard to liquidity can indicate the solvency and liquidity of a company and help them to increase liquidity (Chabotar, 1989). 
Market performance indicator: The market performance of a company is dependent on the financial performance of the company. It can be identified by the ratio analysis. The price earning ratio and income of the stockholders can indicate the market performance of a company (Tolga, 2000). It can be applicable to hotel industries also. 
Profitability indicator: Financial ratios are also a good indicator of the profitability of an inorganization. The net profits can be compared with the industry average of that company to know about the financial position and profitability of the company. (Jefriyanto, 2021). That could be used for the hotel and tourism industry also. 



Limitations of Ratio Analysis
Similarly, as with any monetary examination strategy, there are a few limits of Ratio Analysis. It is pivotal to know these restrictions to try not to delude ends. Some of the limitations of financial ratio analysis for the hotel and tourism industry is being shown below. 
Deals in historical information: The financial ratios deal with historical data only. The financial ratios are calculated with the historical data, and it cannot be a measure of the future of the company. This is a major limitation for the financial ratios (Lesakova, 2007). 
Inflationary effect: inflations and other market-related factors are not taken under consideration while calculating financial ratios and interpreting values also does not analyze market factors.  (Hussein, Maji, and Panda, 2016). Consequently, the numbers across various periods are not tantamount until they are adapted to expansion.
Operational changes are not considered: Change in the operational management of the company cannot be identified by the financial ratio analysis.  Whenever huge functional changes happen, the examination of monetary measurements when the functional change might prompt deceiving decisions about the organization's presence and future possibilities (Karale, 2020).
Manipulations in financial information are not identified: The manipulated financial information cannot be identified in the financial ratios. So manipulation of financial ratios cannot be identified by the evaluator of financial ratios. (Thrall and Thrall, 2011). It is vital that an examiner knows about these potential controls and consistently complete broad due tirelessness before arriving at any resolutions.







Conclusion
The financial statement is the measure of the financial performance of an organization. But it is a lengthy process to look at all the particulars of the financial statement. So, the financial ratio is an effective medium to do that. Financial ratios must be considered while evaluating the condition of the industry. Solvency is the most crucial task to attain for a company. In the hotel, business solvency is a must to fulfil the demands of the customers. the solvency in the hotel business can be attained by maintaining adequate liquidity in the fund. Liquidity is another crucial thing that can be taken under consideration while calculating the financial performance of a company. It is the most effective thing that a hotel business must maintain. In the hotel business, financial ratios can also play a vital role in the performance analysis of the company. But only calculations are not a matter of concern here. One should know about the interpretations and trends of financial ratios to evaluate efficiently. So, the hotel management needs to know about the financial ratio trend and their factions to evaluate the results of the financial statement. 




Bibliography
Alonso, A. and Guzmán, V. (2014). Monetary Union Viability: A Criterion Proposal. Metroeconomica, 65(4), pp.717–750.
Antonowicz, P. (2014). The analysis of ranges of variability of selected ratios from a group of assets productivity ratios three years before the declaration of bankruptcy by companies in Poland. Business and Economic Horizons, 10(3), pp.202–213.
Berkson, J., 1946. Limitations of the application of fourfold table analysis to hospital data. Biometrics Bulletin, 2(3), pp.47-53.
Chabotar, K.J., 1989. Financial ratio analysis comes to nonprofits. The Journal of Higher Education, 60(2), pp.188-208.
Edmister, R.O., 1972. An empirical test of financial ratio analysis for small business failure prediction. Journal of Financial and Quantitative analysis, 7(2), pp.1477-1493.
Eljelly, A.M., 2004. Liquidity‐profitability tradeoff: An empirical investigation in an emerging market. International journal of commerce and management.
Halmaghi, E.-E., Voica, A.-C. and Bacila, L.-M. (2018). Active Perspectives on the Motivation of Human Resources in Organization to Meet Objectives. International conference KNOWLEDGE-BASED ORGANIZATION, 24(1), pp.308–313.
Hussein Alsufy, F.J. (2019). The Impact of Capital Structure Components on the Total Assets Turnover: Evidence from Amman Stock Exchange. International Business Research, 12(7), p.71.
Hussein, S.S., Maji, S.G. and Panda, N.M. (2016). The association between budget goal clarity and managerial performance in Iraqi oil refinery: the role of budget goal difficulty and budget participation. Middle East J. of Management, 3(4), p.343.
International Monetary Fund (2012). Iceland: Technical Assistance Report on a New Organic Budget Law. IMF Staff Country Reports, 12(4), p.1.
Jefriyanto, J. (2021). Perbandingan Return on Asset, Return on Equity, Gross Profit Margin, Operating Profit Margin, dan Net Profit Margin Sebelum dan Semasa COVID-19 Pada PT Matahari Department Store, Tbk. Jurnal Ilmiah Akuntansi Kesatuan, 9(1), pp.61–70.
Kahraman, C., Tolga, E. and Ulukan, Z., 2000. Justification of manufacturing technologies using fuzzy benefit/cost ratio analysis. International Journal of Production Economics, 66(1), pp.45-52.
Karale, U., 2020. Financial Statement Analysis: Definition, Meaning and Multi-step Income Statement; Methods of Financial Statement Analysis Continued..; Leverage Ratios; Ratio to Balance Sheet: Simple Sum on Preparation of Balance Sheet.
Khaldun, K.I. and Muda, I., 2014. The Influence Of Profitability And Liquidity Ratios On The Growth Of Profit Of Manufacturing Companies A Study Of Food And Beverages Sector Companies Listed On Indonesia Stock Exchange (Period 2010-2012).
Lartey, V.C., Antwi, S. and Boadi, E.K., 2013. The relationship between liquidity and profitability of listed banks in Ghana. International Journal of Business and Social Science, 4(3).
Lesakova, L., 2007, June. Uses and limitations of profitability ratio analysis in managerial practice. In International Conference on Management, Enterprise and Benchmarking (pp. 1-2).
Madushanka, K.H.I. and Jathurika, M., 2018. The impact of liquidity ratios on profitability. International Research Journal of Advanced Engineering and Science, 3(4), pp.157-161.
Nariswari, T.N. and Nugraha, N.M. (2020). Profit Growth : Impact of Net Profit Margin, Gross Profit Margin and Total Assests Turnover. International Journal of Finance & Banking Studies (2147-4486), 9(4), pp.87–96.
Putri, N.K. and Septianti, D. (2020). PENGARUH RETURN ON ASSETS RETURN ON EQUITY DEBT TO EQUITY RATIO DAN BOOK VALUE PER SHARE TERHADAP HARGA SAHAM. BALANCE : JURNAL AKUNTANSI DAN BISNIS, 5(2), p.145.
Thrall, G.I. and Thrall, S. (2011). DATA, METHODS, AND TECHNOLOGY: DATA RESOURCES FOR REAL ESTATE AND BUSINESS GEOGRAPHY MARKET ANALYSIS: A COMPREHENSIVE STRUCTURED ANNOTATED BIBLIOGRAPHY, VERSION 2.0. Journal of Real Estate Literature, 19(2), pp.413–468.



