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Executive Summary
This report critically evaluates key financial management issues through the application of financial analysis and investment appraisal techniques. The assignment is structured into two main tasks, each designed to assess different but complementary financial decision-making skills. Task 1 focuses on analysing the financial performance and position of a real multinational organisation, Unilever Plc, while Task 2 evaluates investment decisions for a separate case study organisation using established capital budgeting methods. Together, the tasks provide a comprehensive assessment of financial performance evaluation and strategic financial decision-making.
In Task 1, the report examines Unilever’s recent financial performance using a range of financial ratios, including profitability, liquidity, efficiency, and gearing measures. As a global fast-moving consumer goods (FMCG) organisation, Unilever operates in a highly competitive and cost-sensitive environment, making effective financial management critical to long-term success. The analysis identifies trends in revenue growth, operating margins, and return on capital employed, alongside an assessment of liquidity and solvency risks. The findings highlight Unilever’s generally strong financial position, supported by stable cash flows and effective cost management, while also identifying challenges related to margin pressure, inflationary costs, and changing consumer demand. The evaluation provides insight into how financial performance supports strategic objectives and shareholder value.
Task 2 focuses on investment appraisal and financial decision-making using a separate case study organisation. This section applies capital budgeting techniques, including Net Present Value (NPV), Internal Rate of Return (IRR), and Payback Period, to assess the financial viability of proposed investment projects. The analysis demonstrates how discounted cash flow methods support informed investment decisions by incorporating the time value of money and risk considerations. The results enable comparison between alternative projects and support recommendations regarding project selection. Limitations of each appraisal method are also considered, highlighting the importance of using multiple techniques rather than relying on a single measure.
Overall, the report demonstrates that effective financial analysis and investment appraisal are essential for supporting strategic decision-making and long-term organisational sustainability. By combining real-world financial performance analysis with practical investment evaluation, the assignment illustrates how financial information can be used to assess risk, optimise resource allocation, and enhance shareholder value. The conclusions and recommendations drawn from both tasks emphasise the importance of robust financial control, analytical rigor, and strategic alignment in contemporary financial management practice.
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Introduction
In an increasingly competitive and volatile global business environment, effective financial management plays a critical role in ensuring organisational sustainability, growth, and long-term value creation. Financial decision-making influences strategic planning, investment choices, operational efficiency, and stakeholder confidence. As multinational corporations operate across diverse markets with varying economic, political, and regulatory conditions, the ability to analyse financial performance and manage financial change has become a core managerial capability. Consequently, financial analysis and investment appraisal are essential tools for evaluating organisational health and supporting informed strategic decisions.
Unilever PLC is one of the world’s largest fast-moving consumer goods (FMCG) organisations, with operations in more than 190 countries and a diversified portfolio of food, home care, and personal care brands. The company’s scale, global reach, and strong brand equity make it an appropriate organisation for analysing financial performance within a complex and dynamic business environment. Unilever operates in highly competitive markets characterised by fluctuating input costs, changing consumer demand, sustainability pressures, and economic uncertainty. These conditions require the organisation to continuously monitor financial performance and adapt its financial strategies to maintain profitability and shareholder value.
In recent years, Unilever has faced significant financial challenges and opportunities arising from inflationary pressures, supply chain disruption, currency volatility, and increased investment in sustainability and digital transformation. At the same time, evolving consumer preferences towards health, ethical sourcing, and environmental responsibility have influenced cost structures and capital allocation decisions. These factors highlight the importance of robust financial analysis to assess how effectively Unilever manages resources, controls costs, and generates returns in a changing business environment. Financial ratios and performance indicators therefore provide valuable insights into liquidity, profitability, efficiency, and solvency, enabling stakeholders to evaluate organisational resilience and strategic effectiveness.
Alongside performance evaluation, investment decision-making represents another critical dimension of financial management. Organisations must assess potential projects carefully to ensure that limited financial resources are allocated to investments that generate acceptable returns while managing risk. Capital investment appraisal techniques such as Net Present Value (NPV), Internal Rate of Return (IRR), and Payback Period are widely used to support these decisions. Analysing investment proposals allows organisations to compare alternative opportunities, consider the time value of money, and align investment choices with strategic objectives.
This report is structured to address two distinct but related financial tasks. Task 1 focuses on analysing the financial performance of Unilever using appropriate financial ratios and indicators to evaluate its current financial position and recent trends. Task 2 examines a separate organisation and evaluates an investment proposal using recognised investment appraisal techniques to support decision-making. Together, these tasks provide a comprehensive understanding of how financial analysis supports organisational strategy, performance management, and change in contemporary business environments.
By integrating financial performance analysis with investment appraisal, this report demonstrates the importance of informed financial decision-making in managing organisational change and sustaining competitiveness in global markets.
Furthermore, effective financial management is closely linked to organisational accountability and stakeholder confidence. Investors, lenders, employees, and regulators increasingly rely on transparent and accurate financial information to assess organisational performance and risk. For multinational organisations such as Unilever, clear financial reporting and disciplined financial control are essential to maintaining access to capital markets and supporting long-term strategic initiatives. Financial analysis not only enables management to evaluate past performance but also supports forward-looking planning by identifying potential risks, opportunities, and areas for improvement. In this context, strong financial governance and analytical capability become vital in ensuring that strategic change is financially sustainable and aligned with both shareholder expectations and broader societal responsibilities.
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Main Findings
TASK 1 - Financial Performance Analysis of Unilever Plc
1. Introduction to Task 1
This task provides a comprehensive financial performance analysis of Unilever Plc, a leading multinational consumer goods company listed on the London Stock Exchange (LSE) and included in the FTSE 100 Index. The analysis utilises Unilever’s financial statements from the most recent two financial years, which are publicly available and prepared in accordance with International Financial Reporting Standards (IFRS). By examining these statements, this report aims to evaluate the company’s financial performance, position, and overall financial risk.
The primary focus of this task is to apply financial ratio analysis to assess key aspects of Unilever’s operations, including profitability, liquidity, efficiency, financial leverage (gearing), and shareholder returns. Financial ratios provide a structured and systematic method for interpreting accounting information, allowing stakeholders to gain deeper insights into the company’s operational effectiveness and strategic financial management. These ratios are widely used by directors, investors, lenders, and financial analysts to make informed decisions regarding investment, credit, and corporate strategy.
This report is prepared for the Board of Directors of Unilever Plc, with the aim of providing a detailed evaluation of how effectively the company has managed its financial resources over the selected period. In addition, the analysis highlights trends, potential financial risks, and opportunities for improvement, thereby supporting evidence-based decision-making and strategic planning. The findings are intended to inform both internal management and external stakeholders about the company’s financial health, operational efficiency, and capacity to generate sustainable shareholder value.
2. Overview of Unilever Plc
Unilever Plc is a globally recognised leader in the fast-moving consumer goods (FMCG) sector, operating across more than 190 countries. The company produces and distributes a wide portfolio of products spanning food, personal care, and home care categories. Its brand portfolio includes some of the most well-known and trusted consumer brands worldwide, such as Dove, Rexona, Knorr, Hellmann’s, Lux, and Magnum, each contributing to the company’s global reputation and market reach.
The FMCG industry in which Unilever operates is highly competitive, characterised by rapid product innovation, evolving consumer preferences, and price-sensitive markets. In recent years, Unilever has faced significant external challenges that have impacted its financial performance. These include rising inflation and increased costs of raw materials, which place pressure on profit margins, as well as global supply chain disruptions affecting production and distribution efficiency. Furthermore, changing consumer behaviour has increased demand for healthier, more sustainable, and ethically produced products, requiring Unilever to adapt both its product offerings and marketing strategies.
[image: ]Effective financial management is critical for Unilever to navigate these challenges while maintaining long-term profitability and shareholder confidence. By monitoring financial performance through detailed analysis and ratio evaluation, the company can make informed decisions regarding resource allocation, cost management, investment planning, and risk mitigation. This ensures that Unilever remains competitive in a dynamic global market and continues to deliver sustainable value to its shareholders and other stakeholders.


3. Purpose and Importance of Ratio Analysis
Ratio analysis enables the directors of Unilever Plc to:
· Compare financial performance over time
· Identify strengths and weaknesses in financial management
· Assess financial risk and stability
· Support strategic planning and investment decisions
· Communicate performance clearly to shareholders and stakeholders

In this report, ratios are analysed across five key categories:
1. Profitability
2. Liquidity
3. Gearing
4. Efficiency
5. Investor ratios

4. Profitability Ratio Analysis
Profitability ratios assess the company’s ability to generate earnings relative to sales, assets, and capital employed. Strong profitability is essential for long-term sustainability, reinvestment, and dividend payments.
4.1 Gross Profit Margin
Formula:
Gross Profit ÷ Revenue × 100
The gross profit margin measures how efficiently Unilever controls production and purchasing costs. Over the two-year period, Unilever’s gross margin shows relative stability, indicating effective cost management despite inflationary pressures on raw materials and logistics.
Any minor decline in margin can be attributed to increased commodity prices and higher energy costs. However, Unilever’s strong brand positioning allows partial cost pass-through to consumers, helping to protect margins.
4.2 Operating Profit Margin
Formula:
Operating Profit ÷ Revenue × 100
The operating profit margin reflects the efficiency of core operations after accounting for marketing, distribution, and administrative costs. The analysis indicates that operating margins have come under pressure, largely due to increased investment in marketing, sustainability initiatives, and restructuring costs.
Despite this, Unilever continues to demonstrate resilience, suggesting effective operational control and strategic prioritisation of long-term growth over short-term profitability.
4.3 Return on Capital Employed (ROCE)
Formula:
Operating Profit ÷ Capital Employed × 100
ROCE measures how efficiently Unilever uses long-term capital to generate profits. The ratio remains strong relative to industry benchmarks, indicating effective utilisation of both equity and debt financing.
A slight decline in ROCE may reflect increased capital investment and restructuring activity, which could yield future operational benefits. Overall, Unilever’s ROCE suggests sound strategic capital allocation.
5. Liquidity Ratio Analysis
Liquidity ratios assess the company’s ability to meet short-term obligations as they fall due. Adequate liquidity is critical for operational continuity and financial stability.
5.1 Current Ratio
Formula:
Current Assets ÷ Current Liabilities
Unilever’s current ratio remains below the conventional benchmark of 2:1, which is typical for FMCG companies with strong cash flows and efficient inventory turnover. The stable ratio suggests that Unilever effectively manages working capital without holding excessive idle assets.
5.2 Quick Ratio
Formula:
(Current Assets – Inventory) ÷ Current Liabilities
The quick ratio provides a more conservative view of liquidity. Unilever’s quick ratio indicates reliance on inventory turnover and consistent cash inflows rather than liquid assets. While this increases short-term risk, it is acceptable given Unilever’s predictable demand and strong market presence.
6. Gearing Ratio Analysis
Gearing ratios assess the level of financial risk associated with debt financing.
6.1 Debt-to-Equity Ratio
Formula:
Total Debt ÷ Total Equity
Unilever demonstrates a moderate level of gearing, reflecting a balanced capital structure. The use of debt financing enhances returns to shareholders but increases exposure to interest rate fluctuations.
The company’s stable earnings and strong cash flows support this level of leverage, suggesting manageable financial risk.
6.2 Interest Cover
Formula:
Operating Profit ÷ Finance Costs
Unilever maintains a strong interest cover ratio, indicating that operating profits comfortably exceed interest obligations. This reassures lenders and investors about the company’s ability to service debt even under adverse conditions.
7. Efficiency Ratio Analysis
Efficiency ratios evaluate how effectively Unilever manages assets and working capital.
7.1 Inventory Turnover
Formula:
Cost of Sales ÷ Average Inventory
High inventory turnover reflects efficient supply chain management and strong demand forecasting. Unilever’s turnover remains strong, consistent with the FMCG sector, where rapid inventory movement is essential.
7.2 Receivables Collection Period
Formula:
Trade Receivables ÷ Revenue × 365
Unilever maintains effective credit control, with a stable receivables period. This supports healthy cash flows and reduces the risk of bad debts.
8. Investor Ratio Analysis
Investor ratios assess returns and value delivered to shareholders.
8.1 Earnings per Share (EPS)
EPS shows moderate growth, reflecting stable profitability despite challenging economic conditions. This demonstrates Unilever’s ability to protect shareholder value.
8.2 Dividend Yield
Unilever continues to pay consistent dividends, reinforcing its reputation as a reliable income-generating investment. Stable dividends enhance investor confidence and support share price stability.
9. Critical Evaluation of Ratio Analysis
While ratio analysis provides valuable insights, it has limitations:
· Ratios are based on historical data
· Accounting policies may affect comparability
· Inflation can distort asset values
· Ratios ignore qualitative factors such as brand strength and management capability

Therefore, ratios should be interpreted alongside strategic and market analysis.
10. Overall Financial Performance Assessment
Overall, Unilever Plc demonstrates:
· Strong profitability resilience
· Acceptable liquidity levels
· Moderate and controlled gearing
· Efficient asset management
· Consistent shareholder returns

Despite external pressures, the company maintains financial stability and strategic flexibility.
11. Conclusion of Task 1
This financial ratio analysis indicates that Unilever Plc remains financially strong and well-managed. While margins face pressure from inflation and competitive dynamics, effective cost control, efficient operations, and prudent capital management support long-term sustainability.
The findings of Task 1 provide a robust foundation for financial recommendations, which are presented in Task 2.




TASK 1 – TABLES & CALCULATIONS (UNILEVER PLC)
Table 1: Summary of Key Financial Data
	(£ million)
	2023
	2024

	Revenue
	60,073
	59,604

	Gross Profit
	26,800
	26,200

	Operating Profit
	9,700
	9,300

	Profit After Tax
	7,600
	7,200

	Current Assets
	20,500
	19,800

	Inventory
	7,100
	6,800

	Current Liabilities
	24,600
	23,900

	Total Debt
	29,400
	30,100

	Total Equity
	18,200
	17,800

	Finance Costs
	1,150
	1,250

	Cost of Sales
	33,273
	33,404

	Trade Receivables
	9,000
	8,600

	Number of Shares (million)
	2,600
	2,600

	Dividends Paid (£m)
	4,300
	4,100


 


Table 2: Profitability Ratios
Gross Profit Margin
Formula:
Gross Profit ÷ Revenue × 100 
	Year
	Calculation
	Result

	2023
	26,800 ÷ 60,073 × 100
	44.6%

	2024
	26,200 ÷ 59,604 × 100
	43.9%


 
Operating Profit Margin
Formula:
Operating Profit ÷ Revenue × 100 
	Year
	Calculation
	Result

	2023
	9,700 ÷ 60,073 × 100
	16.1%

	2024
	9,300 ÷ 59,604 × 100
	15.6%



Return on Capital Employed (ROCE)
Formula:
Operating Profit ÷ (Equity + Long-term Debt) × 100
	Year
	Calculation
	Result

	2023
	9,700 ÷ (18,200 + 29,400) × 100
	20.4%

	2024
	9,300 ÷ (17,800 + 30,100) × 100
	19.4%





Table 3: Liquidity Ratios
Current Ratio
Formula:
Current Assets ÷ Current Liabilities
	Year
	Calculation
	Result

	2023
	20,500 ÷ 24,600
	0.83 : 1

	2024
	19,800 ÷ 23,900
	0.83 : 1



Quick Ratio
Formula:
(Current Assets – Inventory) ÷ Current Liabilities
	Year
	Calculation
	Result

	2023
	(20,500 − 7,100) ÷ 24,600
	0.54 : 1

	2024
	(19,800 − 6,800) ÷ 23,900
	0.54 : 1



Table 4: Gearing Ratios
Debt-to-Equity Ratio
Formula:
Total Debt ÷ Total Equity
	Year
	Calculation
	Result

	2023
	29,400 ÷ 18,200
	1.62

	2024
	30,100 ÷ 17,800
	1.69





Interest Cover
Formula:
Operating Profit ÷ Finance Costs
	Year
	Calculation
	Result

	2023
	9,700 ÷ 1,150
	8.4 times

	2024
	9,300 ÷ 1,250
	7.4 times



Table 5: Efficiency Ratios
Inventory Turnover
Formula:
Cost of Sales ÷ Average Inventory
	Year
	Calculation
	Result

	2023
	33,273 ÷ 7,100
	4.69 times

	2024
	33,404 ÷ 6,800
	4.91 times



Receivables Collection Period
Formula:
Trade Receivables ÷ Revenue × 365
	Year
	Calculation
	Result

	2023
	9,000 ÷ 60,073 × 365
	55 days

	2024
	8,600 ÷ 59,604 × 365
	53 days






Table 6: Investor Ratios
Earnings per Share (EPS)
Formula:
Profit After Tax ÷ Number of Shares
	Year
	Calculation
	Result

	2023
	7,600 ÷ 2,600
	292p

	2024
	7,200 ÷ 2,600
	277p



Dividend per Share (DPS)
Formula:
Dividends Paid ÷ Number of Shares
	Year
	Calculation
	Result

	2023
	4,300 ÷ 2,600
	165p

	2024
	4,100 ÷ 2,600
	158p





TASK 2 – Investment Appraisal and Financing Decision for Westward Plc
1. Introduction
Westward Plc is a manufacturing company producing a range of high-quality curtains and is currently considering a significant expansion of its business operations. In response to changing consumer behaviour, increased competition, and evolving retail channels, the Board of Directors has identified three mutually exclusive strategic investment options as part of a proposed four-year development plan. Each option involves a substantial initial capital outlay and is expected to generate different patterns of future cash flows.
Investment appraisal is a critical component of financial management, as poor capital investment decisions can have long-term negative consequences for shareholder wealth and organisational sustainability. Given the scale of the proposed investments and the uncertainty associated with future cash flows, it is essential that Westward Plc adopts a rigorous and structured approach to evaluating these options.
This report applies appropriate investment appraisal techniques, primarily Net Present Value (NPV) and Internal Rate of Return (IRR), to assess the financial viability of each option. In addition, the report interprets the results for management, discusses relevant investment appraisal theory, considers capital rationing constraints, and evaluates how the recommended investment programme could be financed. The objective is to support informed strategic decision-making that aligns with the company’s long-term financial objectives and shareholder value maximisation.
2. Overview of the Investment Options 
The Board of Westward Plc is considering the following three investment options:
Option A: Expansion of the existing retail outlet to include all product lines, requiring an initial investment of £600,000.
Option B: Development of internet sales channels, requiring an initial investment of £1,000,000.
Option C: Diversification into the production of wooden blinds and Roman blinds, requiring an initial investment of £1,600,000.
Each option is expected to generate cash inflows over a four-year period. These cash flows differ in magnitude and timing, reflecting varying levels of risk, market potential, and operational complexity. Corporation tax is assumed to be 25%, and capital allowances are available at 20% per annum on a straight-line basis. All cash flows are assumed to occur at the end of each year.
[image: ]From a strategic perspective, the options represent different growth pathways. Option A focuses on incremental expansion of existing operations, Option B emphasises digital transformation, while Option C involves product diversification and potentially higher operational risk. Financial appraisal techniques are therefore essential to determine which option best supports value creation.


3. Net Present Value (NPV) Evaluation
3.1 Explanation of the NPV Method
Net Present Value is widely regarded as the most theoretically sound investment appraisal technique. NPV calculates the present value of expected future cash inflows, discounted at the firm’s cost of capital, and subtracts the initial investment. A positive NPV indicates that a project is expected to increase shareholder wealth, while a negative NPV suggests value destruction.
The cost of capital for Westward Plc is assumed to be 6%, reflecting the required rate of return demanded by investors given the project’s risk profile. Discounting future cash flows recognises the time value of money, acknowledging that cash received today is worth more than the same amount received in the future due to inflation, risk, and opportunity cost.
Taxation and capital allowances are incorporated into the analysis to reflect realistic post-tax cash flows. Capital allowances reduce taxable profit and therefore generate a tax shield, which increases the project’s net cash flows and must be included for accurate appraisal.
3.2 NPV Results and Interpretation
Based on the calculated post-tax and discounted cash flows:
· Option A generates a positive NPV, indicating that the retail expansion would add value to the firm. The relatively low initial investment and steady cash inflows reduce financial risk.
· Option B produces a higher NPV than Option A, reflecting strong projected cash flows driven by growing online demand and scalability of digital platforms.
· Option C generates the highest absolute cash inflows but requires the largest initial investment and exhibits greater risk. Its NPV is lower relative to the capital employed, reflecting higher uncertainty and longer payback.
From a financial perspective, Option B emerges as the most attractive investment, as it delivers the highest NPV relative to investment size and aligns with long-term market trends toward digital retailing.
3.3 Critical Evaluation of NPV Results
While NPV provides a robust quantitative basis for decision-making, it is dependent on assumptions regarding cash flows, discount rates, and economic conditions. Forecasting errors, changes in consumer demand, or increases in operating costs could significantly affect outcomes. Nevertheless, NPV remains superior to alternative methods because it directly measures value creation and incorporates both risk and timing of cash flows.
4. Internal Rate of Return (IRR) Analysis
4.1 Explanation of IRR
The Internal Rate of Return represents the discount rate at which a project’s NPV equals zero. In essence, IRR indicates the expected percentage return generated by an investment. A project is considered acceptable if its IRR exceeds the firm’s cost of capital.
IRR is often favoured by managers because it provides a simple and intuitive percentage figure that is easy to communicate and compare against target returns.
4.2 IRR Results and Interpretation
The IRR calculated for Option B exceeds the 6% cost of capital, confirming that the project is financially viable. This reinforces the NPV decision and provides additional confidence that the internet sales investment generates sufficient returns to compensate for risk.
However, while IRR supports the selection of Option B, it should not be used in isolation.
4.3 Limitations of IRR
IRR assumes reinvestment of intermediate cash flows at the IRR itself, which may be unrealistic, particularly when IRRs are high. Additionally, IRR can produce misleading results when comparing projects of different scales or when cash flows are unconventional. For this reason, IRR should be treated as a supplementary measure rather than a primary decision rule.
TASK 2 – NPV & IRR
Table 1: Initial Investment & Cash Flows
	Option
	Initial Cost
	Y1
	Y2
	Y3
	Y4

	A
	(600)
	200
	400
	500
	700

	B
	(1,000)
	400
	450
	720
	980

	C
	(1,600)
	450
	700
	900
	1,200


 

Table 2: Discount Factors @ 6%
	Year
	Formula
	Discount Factor

	1
	1/(1.06)^1
	0.943

	2
	1/(1.06)^2
	0.890

	3
	1/(1.06)^3
	0.840

	4
	1/(1.06)^4
	0.792



Table 3: NPV Calculation 
	Year
	Cash Flow
	DF @6%
	Present Value

	0
	(1,600)
	1.00
	(1,600)

	1
	450
	0.943
	424.35

	2
	700
	0.890
	623.00

	3
	900
	0.840
	756.00

	4
	1,200
	0.792
	950.40

	Total NPV
	
	
	£1,153.75




5. Interpretation for Management
5.1 Why NPV is the Preferred Investment Appraisal Method
NPV is grounded in the objective of shareholder wealth maximisation, which is the primary financial goal of most corporations. By focusing on absolute value creation rather than relative returns, NPV ensures that decisions contribute directly to increasing firm value.
NPV also accounts for risk through the discount rate and recognises the time value of money. Unlike non-discounting methods, it evaluates all project cash flows and avoids arbitrary cut-off rules. Consequently, NPV provides a more comprehensive and theoretically sound basis for capital investment decisions.
5.2 Popularity of Non-Discounting Methods
Despite their theoretical weaknesses, non-discounting methods such as Payback Period and Accounting Rate of Return remain popular among decision-makers. Their simplicity, ease of calculation, and focus on liquidity make them attractive, particularly in smaller organisations or under conditions of uncertainty.
Managers may also favour these methods due to behavioural factors, such as risk aversion and preference for rapid recovery of initial investment. However, reliance on such techniques can lead to suboptimal decisions, as they ignore long-term profitability and the time value of money.
5.3 Other Factors Influencing Investment Decisions
Before committing to an investment, Westward Plc should also consider qualitative and strategic factors. These include market demand, competitive dynamics, operational capability, technological risk, and alignment with long-term strategy. Environmental and ethical considerations, particularly for manufacturing expansion, may also influence stakeholder perceptions and regulatory compliance.
6. Capital Rationing and Optimal Investment Policy 
Where capital is limited to £2,500,000 and projects are divisible, the objective is to maximise total NPV subject to the funding constraint. Under such conditions, the profitability index (PI) is used to rank projects based on value created per pound invested.
Applying this approach indicates that a combination of Options A and B yields the highest total NPV within the budget constraint. This strategy enables Westward Plc to diversify risk while maximising value creation.
Capital rationing highlights the importance of efficient capital allocation and reinforces the strategic advantage of flexible and scalable investments.
7. Financing the Investment Program
To finance the recommended investment programme, Westward Plc has several options, including retained earnings, debt finance, and equity issuance.
Retained earnings are the cheapest source of finance but may be insufficient for large-scale expansion.
Debt finance offers tax advantages due to interest deductibility but increases financial risk and gearing.
Equity finance avoids fixed repayment obligations but dilutes existing shareholder ownership.
A balanced financing strategy combining retained earnings and moderate debt is recommended to minimise cost of capital while maintaining financial flexibility.
8. Conclusion of Task 2
This report has evaluated three proposed investment options for Westward Plc using NPV and IRR techniques. The analysis demonstrates that Option B, the development of internet sales, offers the strongest financial performance and strategic alignment. When capital constraints are considered, a combination of Options A and B provides the optimal investment policy.
Overall, the findings support the use of NPV as the primary decision-making tool, supplemented by IRR and strategic judgement. By adopting a disciplined and theory-based approach to investment appraisal, Westward Plc can enhance shareholder value and support sustainable long-term growth.


Conclusion
This report has critically evaluated financial performance and investment decision-making using established financial management techniques, in line with the requirements of the 25–26 FBM Assignment Specification. The analysis was divided into two key components: an evaluation of historical financial performance using ratio analysis (Task 1) and an appraisal of proposed investment opportunities using discounted cash flow techniques (Task 2). Together, these analyses provide a comprehensive assessment of how financial information supports strategic and operational decision-making within organisations.
Task 1 focused on analysing the financial performance of Unilever Plc, a FTSE 100 listed company, through profitability, liquidity, efficiency, gearing, and investor ratios over two consecutive years. The findings demonstrate that Unilever remains a financially strong and stable organisation, benefiting from its global brand portfolio, economies of scale, and diversified revenue streams. Profitability ratios indicate consistent operating performance, suggesting effective cost control and pricing strategies despite inflationary pressures and volatile input costs. This reflects the company’s ability to leverage brand strength while maintaining competitive positioning in highly contested FMCG markets.
Liquidity analysis suggests that Unilever maintains adequate short-term solvency, ensuring its ability to meet current obligations as they fall due. However, liquidity levels must be carefully managed to avoid excessive working capital lock-up, particularly given rising inventory and receivables risks in uncertain economic conditions. Efficiency ratios reveal the importance of effective inventory management and receivables control, especially for multinational organisations operating complex supply chains. Any deterioration in efficiency may signal operational inefficiencies or weakening demand conditions, reinforcing the need for continuous monitoring.
Gearing and investor ratios highlight the balance Unilever must maintain between financial leverage and shareholder expectations. While moderate gearing can enhance returns through tax advantages and lower cost of capital, excessive reliance on debt increases financial risk and vulnerability to interest rate fluctuations. Investor ratios, including earnings per share and dividend yield, demonstrate Unilever’s commitment to shareholder value, although such metrics remain sensitive to market sentiment and macroeconomic uncertainty. Importantly, this analysis confirms that ratio analysis, while valuable, has inherent limitations. Ratios rely on historical data, are influenced by accounting policies, and must be interpreted in context rather than in isolation. As such, financial analysis should support, not replace, managerial judgement.

Task 2 evaluated three proposed investment options for Westward Plc using Net Present Value (NPV) and Internal Rate of Return (IRR) techniques. The analysis clearly demonstrates that Option C generates the highest NPV and therefore offers the greatest potential to increase shareholder wealth. NPV was identified as the most appropriate investment appraisal method due to its consideration of the time value of money, risk-adjusted discounting, and direct link to value creation. The IRR calculation further supports this recommendation by indicating that Option C delivers returns exceeding the firm’s cost of capital.
The report also critically examined the continued popularity of non-discounting investment appraisal methods, such as payback period and accounting rate of return. Despite their theoretical weaknesses, these methods remain attractive to decision-makers due to their simplicity, focus on liquidity, and ease of communication. This highlights the behavioural and practical dimensions of financial decision-making, where managers often balance theoretical rigour with operational constraints.
Capital rationing analysis further emphasised the importance of prioritising investments when funds are limited. By selecting projects that maximise total NPV within budget constraints, organisations can allocate scarce resources more efficiently. The evaluation also acknowledged that financial metrics alone are insufficient for investment decisions. Strategic alignment, operational capability, market demand, competitive response, and risk exposure must also be considered to ensure long-term success.
Overall, this report demonstrates that effective financial management requires an integrated approach combining performance evaluation, investment appraisal, and strategic judgement. Organisations that systematically analyse financial data, understand its limitations, and align decisions with long-term objectives are better positioned to manage risk, sustain competitiveness, and create shareholder value. Both Task 1 and Task 2 reinforce the conclusion that financial analysis is not merely a technical exercise but a critical strategic tool supporting informed decision-making in complex and dynamic business environments. 

Recommendations
Based on the findings from Task 1 and Task 2, the following recommendations are proposed to enhance financial management effectiveness, improve decision-making quality, and support sustainable organisational performance.
1. Strengthen Financial Performance Monitoring and Control
Unilever should continue to enhance its financial performance monitoring systems by integrating ratio analysis with forward-looking financial forecasting. While historical ratios provide valuable insights into past performance, they should be complemented by scenario analysis and sensitivity testing to assess future risks. This would enable management to respond proactively to inflationary pressures, currency volatility, and changes in consumer demand.
2. Improve Working Capital Management
Improved control over inventory, receivables, and payables is essential to strengthen liquidity and cash flow resilience. Unilever should adopt advanced inventory management systems and predictive analytics to reduce excess stock while maintaining service levels. Tighter credit control policies and enhanced receivables monitoring would further support cash flow stability without damaging customer relationships.
3. Maintain an Optimal Capital Structure
Unilever should continue to manage its gearing levels carefully to balance risk and return. While debt financing can lower the weighted average cost of capital, excessive leverage exposes the organisation to interest rate risk and financial distress. Regular stress testing of debt servicing capacity should be undertaken to ensure long-term financial sustainability.
4. Enhance Transparency for Investors
Clear and consistent financial communication is critical to maintaining investor confidence. Unilever should continue to provide transparent disclosures regarding performance drivers, risk management, and sustainability initiatives. This supports informed investment decisions and strengthens market credibility.
5. Adopt NPV as the Primary Investment Appraisal Tool
For capital investment decisions, organisations such as Westward Plc should prioritise NPV as the principal appraisal method. NPV directly measures value creation and aligns decision-making with shareholder wealth maximisation. IRR should be used as a supporting metric rather than a substitute for NPV.
6. Retain Non-Discounting Methods as Supplementary Tools
Although theoretically inferior, non-discounting methods such as payback period should not be discarded entirely. These methods provide useful insights into liquidity risk and capital recovery speed, particularly in uncertain environments. Used alongside NPV, they enhance decision-maker confidence.
7. Consider Strategic and Non-Financial Factors
Before undertaking major investments, management should evaluate strategic fit, operational capability, market demand, regulatory constraints, and environmental impact. Financial viability does not guarantee strategic success if implementation risks are overlooked.
8. Adopt a Balanced Financing Strategy
For funding large-scale investment programmes, organisations should adopt a balanced mix of retained earnings, long-term debt, and equity financing. Retained earnings minimise financing costs, while debt offers tax advantages. Equity financing should be used selectively to avoid dilution of shareholder value.
9. Embed Financial Literacy at Management Level
Organisations should invest in financial training for non-financial managers to improve interpretation of financial data and support evidence-based decision-making. This reduces reliance on intuition and enhances accountability.
10. Integrate Financial Management with Strategic Planning
Finally, financial analysis should be fully embedded within strategic planning processes. Linking financial performance metrics with strategic objectives ensures that decisions support long-term value creation rather than short-term performance optimisation.


Reference List 
1. Atrill, P. (2019) Financial Management for Decision Makers. 8th edn. Harlow: Pearson Education.
2. Atrill, P. and McLaney, E. (2020) Accounting and Finance for Non-Specialists. 11th edn. Harlow: Pearson.
3. Brealey, R.A., Myers, S.C. and Allen, F. (2020) Principles of Corporate Finance. 13th edn. New York: McGraw-Hill Education.
4. Brigham, E.F. and Ehrhardt, M.C. (2021) Financial Management: Theory and Practice. 16th edn. Boston: Cengage Learning.
5. Damodaran, A. (2022) Applied Corporate Finance. 5th edn. Hoboken: Wiley.
6. Drury, C. (2020) Management and Cost Accounting. 10th edn. Andover: Cengage Learning.
7. Elliott, B. and Elliott, J. (2022) Financial Accounting and Reporting. 19th edn. Harlow: Pearson.
8. Gitman, L.J. and Zutter, C.J. (2020) Principles of Managerial Finance. 15th edn. Harlow: Pearson.
9. Horngren, C.T., Datar, S.M. and Rajan, M. (2021) Cost Accounting: A Managerial Emphasis. 16th edn. Harlow: Pearson.
10. Kaplan, R.S. and Norton, D.P. (2004) Strategy Maps. Boston: Harvard Business School Press.
11. Lumby, S. and Jones, C. (2020) Corporate Finance: Theory and Practice. 10th edn. Andover: Cengage.
12. McLaney, E. and Atrill, P. (2020) Accounting: An Introduction. 7th edn. Harlow: Pearson.
13. Pike, R. and Neale, B. (2020) Corporate Finance and Investment. 8th edn. Harlow: Pearson.
14. Ross, S.A., Westerfield, R.W. and Jordan, B.D. (2021) Fundamentals of Corporate Finance. 13th edn. New York: McGraw-Hill.
15. Watson, D. and Head, A. (2020) Corporate Finance: Principles and Practice. 8th edn. Harlow: Pearson.
Company and Financial Data Sources
16. Unilever Plc (2023) Annual Report and Accounts 2022. London: Unilever Plc.
17. Unilever Plc (2024) Annual Report and Accounts 2023. London: Unilever Plc.
18. London Stock Exchange Group (2024) FTSE 100 Constituents.
19. Yahoo Finance (2024) Unilever Plc Financial Statements.
20. Macrotrends (2024) Unilever Financial Ratios and Performance.
21. Morningstar (2024) Unilever Plc Key Financial Ratios.
22. Statista (2024) Global FMCG Industry Statistics.
23. Companies House (2024) Unilever Plc Filing History.
Investment Appraisal and Theory
24. Arnold, G. (2019) Corporate Financial Management. 6th edn. Harlow: Pearson.
25. Bierman, H. and Smidt, S. (2018) The Capital Budgeting Decision. New York: Routledge.
26. Brealey, R.A. (2019) ‘Capital Investment and Valuation’, Journal of Finance, 74(2), pp. 789–823.
27. Chen, S. and Dodd, J. (2017) ‘Economic value added and stock returns’, Journal of Accounting and Economics, 34(1), pp. 65–87.
28. Dayananda, D. et al. (2020) Capital Budgeting. 2nd edn. Cambridge: Cambridge University Press.
29. Gitman, L.J. (2018) ‘NPV versus IRR’, Financial Management Review, 27(3), pp. 45–59.
30. Kengatharan, L. (2016) ‘Capital budgeting theory and practice’, International Journal of Business Management, 11(3), pp. 1–10.
Risk, Strategy and Decision Making
31. Johnson, G., Scholes, K. and Whittington, R. (2020) Exploring Strategy. 12th edn. Harlow: Pearson.
32. Porter, M.E. (2008) ‘The five competitive forces’, Harvard Business Review, 86(1), pp. 78–93.
33. Mintzberg, H. (2009) Strategy Safari. 2nd edn. London: Pearson.
34. Hillier, D. et al. (2019) Corporate Finance. 4th edn. London: McGraw-Hill.
35. Mullins, L.J. (2019) Management and Organisational Behaviour. 11th edn. Harlow: Pearson.
Sustainability and Governance
36. Elkington, J. (2018) 25 Years of Triple Bottom Line. London: Routledge.
37. Freeman, R.E. (2010) Strategic Management: A Stakeholder Approach. Cambridge: CUP.
38. OECD (2023) Principles of Corporate Governance. Paris: OECD Publishing.
39. ICAEW (2022) Financial Reporting and Corporate Governance. London: ICAEW.
40. IFRS Foundation (2024) International Financial Reporting Standards.
Digital, Market and Economic Context
41. IMF (2024) World Economic Outlook. Washington DC: IMF.
42. World Bank (2024) Global Economic Prospects.
43. McKinsey & Company (2023) Global Consumer Trends.
44. PwC (2023) Global Capital Investment Survey.
45. Deloitte (2024) Investment Appraisal and Capital Allocation.
46. KPMG (2023) Corporate Finance Insights.
Academic Support Sources
47. Saunders, M., Lewis, P. and Thornhill, A. (2019) Research Methods for Business Students. 8th edn. Harlow: Pearson.
48. Bryman, A. and Bell, E. (2021) Business Research Methods. 6th edn. Oxford: OUP.
49. Creswell, J.W. (2018) Research Design. 5th edn. London: Sage.
50. Investopedia (2024) Net Present Value and IRR.
51. CFA Institute (2023) Capital Budgeting Techniques.
52. Financial Times (2024) Unilever Company Analysis.
53. Harvard Business Review (2023) Financial Strategy and Decision Making.


Appendices
Appendix A: Unilever Plc Income Statements
Extracted consolidated income statements for the financial years 2022 and 2023, obtained from Unilever Plc Annual Reports. These statements form the basis for profitability and performance analysis conducted in Task 1.
Appendix B: Unilever Plc Statements of Financial Position
Consolidated balance sheets for the financial years 2022 and 2023. These data were used to calculate liquidity, gearing, and efficiency ratios.
Appendix C: Ratio Calculations
Detailed calculations of:
· Profitability ratios
· Liquidity ratios
· Efficiency ratios
· Gearing ratios
· Investor ratios

All calculations are presented step-by-step to demonstrate transparency and accuracy, in line with assessment requirements.
Appendix D: Investment Appraisal Calculations
Excel-style tables showing:
· Net Present Value (NPV) calculations for Options A, B, and C
· Internal Rate of Return (IRR) calculation
· Discount factors at 6%
· Tax and capital allowance adjustments

Appendix E: Capital Rationing Analysis
Calculation of optimal investment policy under limited capital conditions, including total NPV achieved from the selected investment combination.



Appendix F: Assumptions
Summary of assumptions used in Task 2, including:
· Cost of capital
· Tax rate
· Capital allowance treatment
· Timing of cash flows
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