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Abstract: The current paper deals with an issue of absolute importance for the 
shareholders, managers and creditors of the Romanian companies: the analysis of 
profitability indicators. The study concentrated over 10 companies which are registered in 
the Bucharest Stock Market and which are operating in the field of leisure and tourism. 
These companies can be considered the most significant in the field based on both their 
history: founded before 1990, previously state owned and later transformed into private 
company, and on their financial sustainability. The profitability indicators were selected to 
be analyzed in the current paper since they are considered to be the most significant 
indicators which guide the financial decisions of managers, investors and creditors alike. 
While addressing the issues of performance indicators most of the authors concentrate on 
the profitability indicators. These indicators provide first-hand information regarding the 
company’s bottom line and its return of value towards the investors.  While the other ratios 
from the managerial finance provide some information about the way the firm is operating, 
the profitability indicators are considered to combine the effects of liquidity management, 
asset management and debt management on operation results. The paper is organized in 
three chapters. In its first chapter the paper deals with the theoretical  and practical 
concept of profitability for Romanian companies and defines several profitability indicators. 
In the second chapter a case study is realized and three profitability indicators are tested 
and interpreted. Later aggregate results are calculated and analyzed. The last chapter 
draws the conclusions of the current paper and is analyzing the results both on individual 
and also on aggregate level. 
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1. Introduction in the issues of profitability of companies 
  
As mentioned by Gitman and Zutter(2013) the ratio analysis of a firm’s financial statements 
is considered interested by both shareholders, creditors, and also by the firm’s own 
management. For the companies which are registered at the stock market, the “present 
and prospective shareholders are interested in the firm’s current and future level of risk 
and return, which directly affect share price”(Gitman and Zutter, 2013). The concerns of 
the firm’s creditors and of the stockholders are slightly different the first are interested 
primarily in the short-term liquidity of the company and its ability to be able to cover the 
interest and principal payments and only afterwards on profits. While the management, like 
stockholders, is concerned with all aspects of the firm’s financial situation, and will attempt 
to produce financial ratios that will be considered favorable by both owners and creditors 
with the primary goal towards profitability indicators.  
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While addressing the issues of performance indicators most of the authors concentrate on 
the profitability indicators. These indicators provide first-hand information regarding the 
company’s bottom line and its return of value towards the investors. Profitability is 
considered by Gibson(2012) as the ability of the company to generate earnings. As 
Gibson(2012) further considers that the analysis of profit is “of vital concern to stockholders 
because they derive revenue in the form of dividends”.  
On the other hand an increased profit can lead to an increase in market price, also leading 
to further capital gains. Profits are also important to creditors because profits are 
considered to be the source for the  funds used for debt coverage.  
Other authors such as Besley and Brigham (2008) draw attention that profitability is a 
result of a large number of policies and decisions at the level of the company. While the 
other ratios from the managerial finance provide some information about the way the firm 
is operating, the profitability indicators are considered to combine the effects of liquidity 
management, asset management and debt management on operation results (Besley and 
Brigham, 2008). Since they are several measures to achieve profitabili ty of a company 
there are also a large number of profit based indicators. In order to study the profitability of 
the leisure and tourism sector from Romania were selected four representative profitability 
indicators based on the work of Droj(2012), Pierre(2004) and Brealey et all (2013). The 
selected indicators are as presented in Droj(2012) are:  
 
- The Return of Assets (ROA) reflects the difference between an economic result: net 
profit, known in specialized literature as EBIT and the assets used for its achievement 
(Pierre, 2004). 
 

ROA=  
assetsTotal

ofitNet Pr  

- The Return on Equity (ROE), also known in French economic literature as “financial 
return rate”, and abbreviated in the specialized literature as ROE. This indicator shows the 
efficiency of the capital invested by shareholders. ROE constitutes one of the most 
important return indicators, being used by company owners and potential investors in the 
investment decision-making process.  
 

ROE=  
Equity

ofitNet Pr  

  
- Return on Net Assets (RONA) which is a derivation for ROA but does not include 
the analysis of the Total assets and only includes the fixed assets and the newt working 
capital. As known the fixed assets are tangible property used in production and include 
buildings, land, other properties, equipment, machineries, etc.. The net working capital is 
calculated by eliminating the current liabilities of the company from its current assets.  
 

RONA=  
CapitalWorkingNetassetsFixed

ofitNet

+

Pr
 

 
Using these indicators and the financial results for the years 2010-2013 we tested the 
biggest ten companies which are operating in the field of leisure and tourism and are 
registered in the Bucharest Stock Exchange (Bursa de Valori București).  
 
2. Profitability analysis of the most important Romanian leisure and tourist 
companies  
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As mentioned in the previous chapter the goal of this paper was to identify the biggest ten 
companies operating in the leisure and tourism sector which are registered on the 
Romanian Stock Market and to analyze their profitability in order to establish the potential 
for profitability of the entire leisure and tourism sector.  The companies were selected 
based on the reports published by the Bucharest Stock Exchange (www.bvb.ro) and by 
classification of this field of activity.  
Since were selected from the Romanian Stock Exchange these companies can be 
considered representative for the tourism and leisure field of activity in Romania. The study 
was based on analysis of the three profitability indicators presented above. The data used 
for the analysis was collected from the financial reports of these companies as they were 
submitted on their websites and on the official Bucharest Stock Exchange Portal: 
www.bvb.ro.  
Considering the size of the companies and the reports from the stock market the 
companies proposed for this study are: Arta Culinară Cluj SA, Bega Turism SA, SIF 
HOTELURI SA, Casa de Bucovina Suceava, Covasna Estival, Regal Galați SA, THR 
Marea Neagră SA,  Turism Felix SA, , Tusnad SA, Turism Covasna SA. These companies 
are owned by both individual shareholders, investment fund and specialized Financial 
Investment Societies, which in Romania are called SIF. The investment funds and the 
Financial Investment Societies are well involved in the field of leisure and tourism and are 
considered prime investors. Their main concern is the profitability of companies and to 
ensure the biggest profit and paid dividends in order to maximize the shareholder value. 
For these companies the results of the profitability indicators are considered prime decision 
making materials for their current and future investment policies. 
The period of analysis proposed for this study is the period of 2010 and 2013, since the 
data for 2014 were not finally approved, until the end of this paper in the General 
Shareholders Meetings from April and May 2015.  
The calculation was realized by the author and is presented below in a graphical form 
below: 
The companies will be presented and analyzed in an alphabetical order and later will be 
presented the aggregated results for the entire lot of companies obtained through simple 
median assessment. The first two companies presented are Arta Culinară C luj SA and 
Bega Turism SA. Arta Culinară Cluj SA which is currently operating Restaurants after 
several years of positive evolution has witnessed a significant decrease in all analyzed 
indicators, mainly due to its net loss in 2013. Bega Turism SA had declined its profitability 
indicators in the period of 2010-2012, when its profitability indicators were negative, but 
had a major recovery in 2013 when obtained the best profitability results in the entire 
analysis period.      
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Table 1 Profitability Indicators for Arta Culinara Cluj SA and Bega Turism SA 

 Source: Calculation of the author based on the data from www.bvb.ro  
 
Covasna Estival SA and SIF Hoteluri SA(former Calipso) were the next two companies 
which were analysed. Their evolution is totally contradictory: while Covasna Estival SA had 
several difficulties at the beginning of the analysis period with a negative ROE in 2010, and 
low results in 2011 the evolution of this company is on the rise in 2013 having one of the 
biggest ROE in the industry.  
On the other hand SIF Hoteluri SA had spectacular results in 2010 and 2011 but their 
results collapsed in 2012 and 2013 mainly due to the high level of investments and the 
inauguration of their top investment: the Hotel Double Tree by Hilton from Oradea. The 
specialists expect that the company will rise again in the following years after the initial 
period of setback.  
 
Table 2 Profitability Indicators for Covasna Estival SA and SIF Hoteluri SA 
 

 
Source: Calculation of the author based on the data from www.bvb.ro  
 
 
Casa Bucovina Suceava SA is a company which performed decently in the entire period of 
analysis having moderate results in the entire period. Regal Galați SA a company which is 
specialized in managing restaurants and leisure facilities had phenomenal profitability 
results in 2013. As can be seen these results are one of the best in the industry and had 
also a great contribution in the increase of 2013 industry median results. 
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Table 3 Profitability Indicators for Casa Bucovina Suceava SA and Regal Galati SA 
 

 
 

 
Source: Calculation of the author based on the data from www.bvb.ro  
 
One of the biggest tourist company in Romania: Turism Felix SA owns several hotels, 
restaurant and leisure facilities in Felix Spa Romania and has constantly good results in 
the analyzed period, way over the median results of the industry. With the results from 
2012 in a mild decrease the company came back to excellent values in 2013, and is 
considered to be prime target for investment in the years to come, especially after finishing 
their investments in new hotels and leisure facilities. On the other hand THR Marea 
Neagră SA, a company operating at the seaside had constant results as well in the 
analyzed period. Considered to have an equilibrated company policy THR received the 
best profitability results in 2012 with a slight decrease in 2013.  
 
Table 4 Profitability Indicators for Turism Felix SA and THR Marea Neagra SA 
 
 
 

 
Source: Calculation of the author based on the data from www.bvb.ro  
 
The last two analyzed companies: Turism Covasna SA and Tusnad SA had negative 
values of their indicators at the end of the analyzing period especially in 2013 when both 
companies registered net losses. Their situation seems on the brinks of collapse and 
urgent measures must be taken to improve their financial standing and their profitability 
indicators in order to be more appealing for potential investors.  
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Table 5 Profitability Indicators for Turism Covasna SA and Tusnad SA 

  
 

  
Source: Calculation of the author based on the data from www.bvb.ro  
 
When analyzing the aggregate results a mixed evolution can be witnessed. The results in 
general had a significant increase in 2013. Mostly brought be the consolidation of 
profitability indicators of several companies: Turism Felix SA, THR Marea Neagră SA, 
Casa Bucovina Suceava SA and especially Bega Turism SA and Regal Galați SA. On the 
other hand 2013 has been a very dark year, from the profitability point of view, for several 
well-known companies: Turism Covasna SA, Tusnad SA, SIF Hoteluri SA and Arta 
Culinară Cluj SA. If we want to draw a general conclusion for the entire sector we cannot 
since the profitability indicators are suggesting us mixed results.  
 
Table 5 Aggregate Profitability Indicators for Romanian Leisure and Tourism Companies 
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Source: Calculation of the author 
 

3. Conclusions 

As mentioned by Gibson(2011) “profitability is the ability of a firm to generate earnings”. An 
therefore the analysis of profitability indicators constitute a major concern to stockholders 

which expect to obtain revenues in the form of dividends. 
Otherwise an increase in the profitability indicators can bring rises in the market prices, 
leading to capital gains. For the creditors profits are also important to because profits are 
one source of funds for debt coverage(Gibson, 2011). For the management of the 
company the profitability is a prime performance measure instrument.  

Based on the current study the leisure and tourism sector from Romania seems to have an 

increasing profitability in 2013. This is caused by both the efficient measures taken in 2012 

and also by the continuous professionalization of management. All analyzed companies 

were state-owned companies in 1990 and since then reformed all their operations and now 

have mostly private ownership.  
As a general conclusion of the study we can mention the following aspects: the aggregate 
results show us a mixed evolution of profitability indicators. The results, in general, had a 
significant increase in 2013, after a very bad year in 2012.  
On the market were seen two currents: consolidation of profitability indicators of several 
companies: Turism Felix SA, THR Marea Neagră SA, Casa Bucovina Suceava SA and 
especially Bega Turism SA and Regal Galați SA.  
On the other hand 2013 has been a very dark year, from the profitability point of view, for 
several well-known companies: Turism Covasna SA, Tusnad SA, SIF Hoteluri SA and Arta 
Culinară Cluj SA. If we want to draw a general conclusion for the entire sector we cannot 
since the profitability indicators are suggesting us mixed results. Since most of the results 
compare the profit/loss with different types of assets we have to mention that in 2012 most 
of these companies re-evaluated their assets based on new IFRS standards which brought 
significant changes to their balance sheets. In the next years, and especially in the period 
2014-2015, these companies have to make efforts in correcting the profitability indicators 
in order to be a target for the investors in the years to come, especially since other private 
leisure and tourism companies have expressed their interest in being quoted on the 
Bucharest Stock Market.  

We close this study with the conclusion from Gibson(2011) which considers that: “in 
profitability analysis, absolute figures are less meaningful than earnings measured as a 

percentage of a number of bases: the productive assets, the owners’ and creditors’ capital 
employed, and sales.” 
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