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[bookmark: _Toc69159402]Introduction:
Financial management is essential for facilitating the financing, investment, working capital and dividend decision of a firm (Berk et al., 2013). This report is concerned within the financial ratio analysis of Unilever, a global consumer manufacturing giant, for the purpose of assessing the short-term solvency, profitability, operating efficient and long-term solvency of Unilever within the last five years. 


















[bookmark: _Toc69159403]Part-A: Brief History of Unilever
[image: Unilever EU Affairs (@UnileverEU) | Twitter]
Unilever is an Anglo-Dutch multinational organisation established in 1929 by the merger of Dutch Margarine manufacturing company named Naamloze Vennootschap Margarine Unie and British Soap making company named Lever Brothers.  Since its establishment, Unilever was heavily involved within the soap and oil industry till the 1970 (Unilever global company website | Unilever Global ..., n.d.). Since then, the company has expanded its business operation within international market with major acquisition of Lipton in 1971, Brooke Bond in 1984, Chesebrough-Ponds in 1987, Best Food in 2000 and many other companies to expand its business operation aggressively throughout the Globe. Unilever has been able to stretch its business operation into more than 190 countries with more than 400 brands. The successful brands of Unilever are shown below:
[image: Unilever | condom collective]
Figure 1: (Unilever global company website | Unilever Global ..., n.d.)
The legal structure of Unilever can be divided within two branches as Unilever Plc headquartered in London, UK and Unilever NV headquartered in Rotterdam, Netherlands. The company has announced to merge its two legal structure into one single business entity in June 2020 and the sole headquarter of the global consumer giant will be the London Office (Unilever picks London as its home over Rotterdam ..., n.d.). The company is listed company in multiple stock exchanges as the company is listed in the London Stock Exchange as well as Euronext Amsterdam and has listed in the New York Stock Exchange. 
All the brands of Unilever can be divided into four product portfolios which are 
· Food division
· Refreshment division
· Homecare division. 
· Beauty & Personal Care division.
The annual sales turnover for the company was 51 Billion in 2020. Though the company owns more than 400 brands, 15% of the sales revenue comes from the thirteen brands such as Sun silk, Dove, Lipton, Lux, and Magnum.  Though the company has business operation in more than 190 countries, 56% of the global sales revenue stems from the developing and emerging economies of the world. 
The business model of Unilever can be characterised as Business to Consumer model where the company sell its products to the consumers with the help of marketing intermediaries. The business model of Unilever is shown below:
[image: ]
Figure 2: (Unilever global company website | Unilever Global ..., n.d.)
The business model of Unilever is heavily relying on the deep understanding for the needs and wants of consumers. Thus, Unilever heavily relies on the intermediaries and extensive marketing campaigns as well as research & development activities in order to gain a better insight of consumer’s needs and wants and deliver superior customer value to the consumers. 
Since the product portfolio of Unilever is widely diversified, the company has to compete with both multinational companies and domestic companies for expanding the market share. The main competitors of Unilever are consumer product manufacturing multinational companies which are shown below with global market share:

Figure 3: (Unilever global company website | Unilever Global ..., n.d.)
Unilever is recently criticised for its business operation. For example, Unilever was fined for £104 million by EU for monopolising the washing powder products with Procter & Gamble and Henkel within Europe (Unilever picks London as its home over Rotterdam ..., n.d.). Similarly, the company was severely criticised for pressurising the female editor of a Srilankan newspapers for promoting its beauty products as well as its product brand, Dollar Shave Club was under severe scrutiny for running a pop-up ad campaign in a pornographic side in 2020.
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Part- B: A Critical Review of Unilever’s Financial Performances
Financial ratio analysis is a form of fundamental and quantitative analysis which exploits the relationship between revenue, expenses, profit, assets, liabilities and equity of a firm reported in the financial statements of that firm for the purpose of gaining important assessment regarding the profitability, liquidity, capital structure and operational efficiency of a firm for a specific period of time (Berk et al., 2013).
Financial ratio analysis will be conducted for Unilever from 2016 to 2020 to assess the intra financial performance of the firm as well as inter financial performance will be conducted through the financial ratio analysis from 2018 to 2020 to compare the financial performance of Unilever with the industry rival, Procter & Gamble and Johnson & Johnson.

[bookmark: _Toc69159405]Liquidity Ratios:
· Current Ratio:
The assessment of current ratio for Unilever will help to assess within the financial ability of the firm within meeting short term or current liabilities as well as operational obligations of the corporation within the current assets held by the firm without raising any equity or debt capital by the management. The formula for Current ratio is:
[image: Current Ratio Formula | Plan Projections]
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The current ratio analysis for Unilever from 2016 to 2020 is suggesting that the management of Unilever has maintained liquid asset of £68 in 2016, £73 in 2017 and £78 from 2018 to 2020 for repaying £100 worth of short-term debt obligation for the firm. The analysis is also indicating that the value of current ratio for Unilever is less than 1 during the period under study suggesting that the current asset is lower than the current liability, thus enabling the management of Unilever to operate with negative working capital strategy. With this it is pointing out two important insights about the short-term liquidity and financial solvency of Unilever. The value of current ratio is suggesting that the trade payable turnover period for the company is higher than both trade receivables turnover period as well as inventory turnover period which is indicating that the investment within inventory are rapidly converted into cash for the firm before the payment to suppliers for raw materials become due. As a result, Unilever has been able to operate with negative cash conversion cycle under an aggressive negative working capital strategy. But the negative working capital is also suggesting that the management of Unilever will find it very difficult to repay its short-term obligations during economic recession which will result in a lower sales revenue and declining profitability and credit rating for Unilever.
[image: E:\1.png]



The assessment of current ratio among Unilever, Procter & Gamble and Johnson & Johnson is indicating Unilever has made lesser investment within the current asset to repay the short term financial obligations thus demonstrating managerial inefficiency of Unilever within ensuring the optimal management of its current asset structure is to repay the short term obligation of the firm. Besides, the lower current ratio for Unilever is also suggesting that the management of Unilever will face more difficulty within meeting the short term obligations during the recessionary period compared to its industry rivals as Unilever does not have sufficient liquid asset to repay its short term potential financial obligations.
· Quick Ratio:
The Quick ratio analysis for Unilever will help to assess the managerial ability of Unilever within repaying the short term financial obligation of the firm through their cash and quick assets which can be converted into cash within a short period of time without losing significant amount of marketing value.
The formula for quick ratio is 
[image: Quick Ratio or Acid Test Ratio | Double Entry Bookkeeping]
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The quick ratio analysis for Unilever from 2016 to 2020 is suggesting that ratio has improved within the recent years as the ratio has improved from 0.45 in 2016 to 0.55 in 2020. The analysis is therefore indicating that the management of Unilever is improving its investment within quick assets to improve short term liquidity of the firm (Unilever global company website | Unilever Global ..., n.d.). The analysis is indicating that the average quick ratio during these period under study is 0.53 which is suggesting that Unilever does not seem to have made sufficient investment within quick assets repay the short term debt obligations of the firm, therefore indicating the greater short term insolvency inherent in the Unilever. 
[image: E:\1.png]



Though the quick ratio has improved significantly within recent years, Unilever has made lower investment in its quick assets compared to its rivals which is suggesting that Unilever will face intense difficulty within repaying the short term debt obligation with its quick assets compared to its industry peers.
[bookmark: _Toc69159406]Profitability Ratios:
· Gross Profit Margin:
Gross profit margin is a form of profitability which is used to assess the managerial efficiency of a firm within managing the direct material, labour and overhead cost associated within the production process of a firm to convert sales revenue into gross profit for the firm (Berk et al., 2013).
The formula for gross profit margin is:
[image: Gross Profit Margin (Definition, Formula) | How to Calculate?]
[image: E:\1.png]

The assessment of gross profit margin is indicating a secular trend as the gross profit margin has increased significantly in 2017 but declined within the recent years. The reason for significant increase within gross profit margin in 2017 is attributed to the 1.9% increase within sales revenue and 23.4% decline within cost of sales for the firm which has resulted in 14.2% increase its gross profit for the firm. But the ratio has been declined by 13.2% in 2018 which can be attributed to the 5% decline within sales revenue and 24% increase in cost of sales for the firm. The ratio has been slightly improved in 2018 but it has again declined within 2020 due to the 2.4% decline within their sales revenue of the firm due to the declining sales revenue within European region within the pandemic. This analysis of gross profit margin for Unilever is indicating the management of Unilever is not effective and effective within managing the cost of sales for the firm as the growth within the cost of sales is often outstripped by the growth within the sales revenue of the firm.
[image: E:\1.png]

The assessment of gross profit margin among Unilever, Procter & Gamble and Johnson is indicating that the gross profit margin of Unilever is lower than the industry competitors from 2018 to 2020. It implies that the management of Unilever is not effective and efficient within managing the cost of sales compared to the industry peers as the firm does not have sufficient bargaining power within managing the rising cost of materials and labor which has led to the company to underpricing of products to retain and expand its customer base.
· Net Profit Margin:
Net profit margin is profitability ratio employed to assess the managerial efficiency of a firm within managing the overall cost structure of a firm to covert sales revenue into profit for the firm. 
The formula for Net profit margin is
[image: Net Profit Ratio | Double Entry Bookkeeping]
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The assessment of net profit margin of Unilever from 2016 to 2020 is indicating that the net profit margin has increased from 2016 to 2018 but declined within 2019 and again increased slightly in 2020. The reason for significant increase in the net profit margin between 2017 and can be attributed to the .9% increase within sales revenue and 23.4% decline within the cost of sales and having a 3% decline in selling and administrative expenses which has resulted between 16.9% increase in net profit of the firm. Despite 27% decline within gross profit in 2018, the net profit has been improved by 7.1% in 2018 due to the 32.4% decline within selling and administrative expenses of the firm which has resulted in a 51% increase in the net profit of the firm. The ratio has declined in 2019 due to monetary losses arising from unfavorable exchange rate movements and increasing inflationary pressure within developing economies. Despite the declining sales revenue within 2020, the profit margin increased slightly between 2020 which can be attributed to the 1.5% decline within the cost of sales and of a 2% decline the selling and administrative expenses of the firm (Unilever global company website | Unilever Global ..., n.d.). This analysis is indicating that Unilever is efficient within managing the administrative and distribution expenses of the firm to improve the profitability of Unilever.
[image: E:\1.png]

The assessment of net profit margin among Unilever, Procter & Gamble and Johnson is indicating that the net profit margin of Unilever is higher than the industry competitors from 2018 to 2020 suggesting that the management of  Unilever is more efficient within managing the overall cost structure to better improve the profitability of the firm. The higher net profit margin of Unilever is implying that Unilever is converting more portion of its sales revenue into profit for the firm compared to its industry peers

· Return on Asset (ROA):
Return on Asset (ROA) is profitability ratio which indicates the managerial efficiency of the firm within managing its investment in asset structure to generate earnings for the firm (Berk et al., 2013).
The formula for ROA is:
[image: What Is Return on Assets? | Examples, Formula, & More]
[image: E:\1.png]

The Returns on Asset analysis of Unilever from 2016 to 2020 is indicating that ROA has increased from 2016 to 2018 but declined from 2019. The increase in ROA in 2017 and 2018 can be attributed to the 16.9 % increase within the net profit within 2017 and a 51% increase within the net profit in 2018. But the ratio has started to decline from 2019. The ROA declined within 2019 due to a 38% decline net profit. Despite a 0.8% increase within the net profit 2020, ROA has declined again in 2020 as the growth rate of investment within asset structure (4.4%) has outstripped the growth rate within the net profit for the firm. The declining ROA in the recent years is implying that the management of Unilever has failed to optimally use its investment within asset to improve the profitability of the firm.
[image: E:\1.png]

Despite the significant decline within ROA in the recent years, ROA of Unilever is higher compared to its industry counterparts which is suggesting that, though the managerial efficiency of Unilever within managing the asset structure to improve the profitability of the firm has deteriorated within the recent years, the company is still more effective and efficient than the Procter & Gamble and Johnson & Johnson to management its investment within asset structure to improve the profitability of the firm.
· Return on Equity (ROE):
Return on Equity (ROE) measures the degree of efficiency to which management is maximising the shareholders wealth through effective and efficient utilisation of shareholders capital to generate earnings for the firm (Brigham and Houston, 2021).
The formula for ROE is:
[image: Return on Equity (ROE) - Formula, Examples and Guide to ROE]
[image: E:\1.png]

The analysis is indicating that ROE has increased from 2016 to 2018 but declined from 2019. The increase within ROE in 2017 can be attributed to a 16.9 % increase within the net profit in 2017 and a 15.3% decline in total equity whereas ROE has significantly increased in 2018 due to a 51% increase within the net profit and a 15% decline in total equity in 2018. But it has started to decline from 2019 as the growth rate of equity investment by shareholders is higher than the growth of sales revenue in 2019 and 2020. The declining ROE within the recent years is indicating the managerial inefficiency of Unilever in maximising the shareholders fund as ROE has declined from 79.6% in 2018 to a 34.4% in 2020.

[image: E:\1.png]


Despite the significant decline within ROE resulting from sluggish or negative growth rate in sales revenue within the recent years, ROE of Unilever is higher compared to its industry counterparts which is suggesting that, though the managerial efficiency of Unilever within maximising the shareholders wealth of the firm has deteriorated within the recent years, the company is still more effective and efficient than the Procter & Gamble and Johnson & Johnson to management its internal and external equity investment to improve the profitability of the firm.


[bookmark: _Toc69159407]Efficiency Ratios:
· Asset Turnover:
Asset turnover ratio helps to assess the degree of efficiency management has within managing the asset structure to generate revenue for the firm (Brigham and Houston, 2021).
The formula for asset turnover ratio is: 
[image: Asset Turnover Ratio | Plan Projections]
[image: E:\1.png]

The assessment of Asset turnover ratio for Unilever is showing a declining trend from 2016 as the ratio has declined from 0.93 in 2016 to 0.75 in 2020. The reason for declining trend within asset turnover can be attributed to the declining sales revenue of the firm as the cumulative annual growth rate  within the sales revenue for Unilever from 2016 to 2020 is -0.77% which has been surpassed by the 3.7% cumulative annual growth rate in total investment of asset structure. This declining trend is suggesting the management of Unilever has failed to make effective and efficient utilisation of its investment within asset structure to improve the sales and turnover for the firm.
[image: E:\1.png]

Despite the declining trend observed within the asset turnover resulting from the sluggish or negative growth rate within sales revenue within the recent years, Asset turnover of Unilever is significantly larger and is higher compared to its industry counterparts which is suggesting that the management of Unilever is more effective and efficient within making good  utilisation of its asset structure to generate sales turnover for the firm.
· Fixed Asset Turnover:
Fixed Asset turnover ratio helps to assess the degree of operating efficiency the management has within managing the investment within tangible and intangible fixed assets to generate revenue for the firm (Brigham and Houston, 2021).


The formula for fixed asset turnover is:
[image: Fixed Asset Turnover Ratio | Double Entry Bookkeeping]
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Like the asset turnover, a declining trend has been observed within the fixed asset ratio of from 2016 as the ratio has declined from a 1.24 in 2016 to a 0.98 in 2020. The reason for declining trend within asset turnover can be attributed to the declining sales revenue of the firm as the cumulative annual growth rate  within sales revenue for Unilever from2016 to 2020 is -0.77% which has been surpassed by the 3.9% cumulative annual growth rate within a total investment of fixed assets. This declining trend is suggesting the operating inefficiency of Unilever in managing the investment within the fixed asset is to improve the sales revenue for the firm.
[image: E:\1.png]

Despite the  declining trend observed within the fixed asset turnover, fixed  asset turnover of Unilever is higher compared to its industry counterparts which is suggesting that the management of Unilever has been in a position to outperform its industry peers within managing  its investment within fixed assets to generate more sales turnover for the firm compared the industry rivals despite the declining operating efficiency of Unilever within making good utilization of its fixed assets to optimise sales revenue for the firm (Brigham and Houston, 2021).

[bookmark: _Toc69159408]Gearing Ratios:
· Debt Equity Ratio:
Debt equity ratio is a long-term financial ratio used to assess to degree of financial leverage employed by a firm to support its business growth.
The formula for debt equity ratio is:
[image: Debt Equity Ratio | Double Entry Bookkeeping]
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The assessment of debt equity ratio is indicating a rising trend from 2016 to 2019 as the ratio has increased from a 2.32 in 2016 to 3.67 in 2019 which can be attributed to the £1.2 Billion bond issuance by the Unilever Netherland division in 2017 within maturity date 2023 for 0.375 fixed interest £600 million bond note and 2027 for a 1% fixed interest £600 million bond note which has led to a 47.7 increase in non-current liabilities of the firm in 2017. But the ratio has declined within 2020 which can be attributed to the 27% increase within equity financing and a 2% decline within the debt financing of the firm. Based on this analysis, it can be opined that Unilever is a highly levered firm as the management has used substantial amount of financial leverage within its capital structure within the recent years as it can be seen that the management on average has obtained an £3.17 debt capital for every £1 equity capital raised by the firm during the period under study.
[image: E:\1.png]

The assessment of debt equity ratio among Unilever, Procter & Gamble and Johnson is indicating that the management of Unilever has utilised aggressive financial leverage strategy to expand its business operation compared to its industry counterparts as Unilever on average obtained of £3.45 debt capital for every £1 equity capital raised compared to the average £1.41 debt capital for every 1 equity capital raised by Procter & Gamble and average £1.66 debt capital for every 1 equity capital raised by Johnson & Johnson. Thus, it is indicating that Unilever is pursuing aggressive financial leverage strategy compared to its business rivals to expand its business operation.

· Debt to Capital Ratio:
Debt to capital ratio is a financial ratio employed to evaluate the composition of capital structure of a firm by assessing the proportion of interest-bearing debt financing within the total capital raised by the firm to support the investment of asset structure of the firm.
The formula for debt to capital ratio is:
[image: Debt to Capital Ratio - Formula, meaning, example and interpretation]
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The assessment of debt to capital ratio is indicating that a significant portion of capital structure of Unilever is financed with debt capital. The ratio has increased from 2016 to 2019 as the company has issued new Eurobonds to expand its business operation within developing economies (Unilever picks London as its home over Rotterdam ..., n.d.). But the ratio has declined in 2020 which can be attributed to the 27% increase within equity financing of the firm. The analysis is implying that and 76% of capital structure on average is financed by the interest-bearing debt capital during the period under study.

[image: E:\1.png]

The analysis of debt to capital ratio among Unilever, Procter & Gamble and Johnson is indicating that the management of  Unilever has obtained more debt financing to support the capital structure compared to its industry counterparts as the capital structure of Unilever is comprised of an average 77% debt capital compared to the average of an 58% debt capital of Procter & Gamble and a 62% debt capital of Johnson & Johnson. The substantial amount of debt financing may have helped Unilever to achieve higher return on its investment compared to its industry peers as indicated by the Return on Asset and Return on Equity but Unilever is assumed to have more financial risk within its business operation compared its business counter parts and the financial solvency of Unilever may deteriorate during the period of economic contraction characterised declining sales revenue and profitability within the firm which will make it very difficult for Unilever repay the interest and principal of the debt capital.






[bookmark: _Toc69159409]Part-C: Capital Budgeting Analysis
1) [bookmark: _Toc69159410]Calculation of the Payback Period (PBP), Accounting Rate of Return (ARR) and the Net Present Value (NPV) of the project
· Payback Period:
The projects under consideration can be characterised as investment project with uneven cash flow as the periodic net expected cash flows of the project are not of equal size (Brigham and Houston, 2021). 
The formula of payback period for uneven cash flow projects is
Payback period= A + 
Where,
A= Years before full recovery of initial investment of the project.
B= Amount of unrecovered cash flows during the year= Initial investment- Total cumulative cash flow during the year.
C= Cash flow during the year. 
Several assumptions are required to be made to calculate the payback period for Project A and B. For example, the residual value of for the project is not considered within the calculation of payback period of these two projects.

[image: E:\Untitled.png]


Where,
A= Years before full recovery of initial investment of the project = 3 years
B= Amount of unrecovered cash flows during the year = 80 Million- 70 Million = 10 Million
C= Cash-flow during the year of full recovery of initial investment = 45 Million. 
Thus, the payback period for Project A is:
= 3 +   = 3.22 Years.
The payback period of 3.22 years for Project A is indicating that the annual expected cash-flows of Project A will help the company recoup initial investment associated within the project within 3.22 years. 
[image: E:\Untitled.png]
Here,
A= Years before full recovery of initial investment of the project = 2 years
B= Amount of unrecovered cash-flows during the year before full recovery of initial investment = 75 Million- 70 Million = £ 5 Million
C= Cash-flow during the year of full recovery of initial investment = £20 Million. 
Thus, the payback period for Project B is:
= 2 +   = 2.25 Years.
The payback period of 2.25 years for Project B is indicating that the company will be able to recover initial investment of the project within 2.25 years. 
Decision rule for project selection under payback period:
These two projects are characterised as mutually exclusive projects which implies the acceptance of one project will result in the rejection of all other alternative project (Brigham and Houston, 2021). The decision rule for payback period within the mutually exclusive projects is to select the project which offers shorter payback period. Thus, Project B should be selected as the payback period for Project B (2.25 years) is lower than the payback period of Project A (3.22 years).

· Accounting Rate of Return (ARR):
The formula developed for this capital budgeting technique for the investment project appraisal is shown below:
[image: ARR - Accounting Rate of Return Guide and Examples]

Where, 
Average Net Profit = 

Average Investment = 

Accounting Rate of Return for Project A:
To determine the ARR, the annual periodic cash flows of the project are assumed to be annual periodic earnings after interest & tax.

 Thus, Average Net Profit =  = £28.75 Million

Average Investment =  = £45 Million
So, ARR for Project A is, =  * 100 = 63.89%
The ARR of 63.89% for project A is suggesting that the company will be able to earn a £63.89 as net profit after tax for every £100 capital investment in the project. 
Accounting Rate of Return for Project B:

 Here, Average Net Profit =  = £25 Million

Average Investment =  = £42.5 Million
So, ARR for Project B is, =  * 100 = 58.82%
The ARR of 58.82% for project B is suggesting that the company will be able to earn a £58.82 as net profit after tax for every £100 capital investment within the project. 

Decision rule for project selection under ARR:
The decision rule in ARR for mutually exclusive projects is to select the project which offers higher ARR as the selection of such project will result within an increased profitability for the firm. Thus, Project A should be selected as the ARR for Project A (63.89%) is larger than the ARR of Project B (58.82%).

· Net Present Value (NPV):
The formula used within the project investment appraisal under this capital budgeting technique is:
[image: C:\Users\HP\Downloads\Net-Present-Value-Formula.jpg]
Where,
CFn= Periodic expected net cash-flow of the project for period n.
i= Cost of Capital associated with the firm or investment project.

NPV of Project A:
NPV of Project A is

NPV= [ ++++]- 80
        = £9.68 Million.

This Positive NPV is indicating that the shareholder’s wealth within the company will be improved by  £9.68 million if the company accepts the project A as the project will yield adequate cash flow to repay the cost of capital of the firm and excess cash flow of £9.68 million will be added to the shareholders wealth of the company.
NPV of Project B:
NPV of Project B is

NPV= [ ++++]- 75
        = £16.08 Million.

This Positive NPV is indicating that the shareholder’s wealth of the company will be improved by £16.08 million if the company accepts the project B as the project will yield adequate cash flow to repay the cost of capital of the firm and excess cash flow of £16.08 million will be added to the shareholders wealth of the company.

Decision rule for project selection under NPV:
The decision rule within NPV for mutually exclusive projects is to select the project which offers higher NPV as the selection of such project will result with an increased shareholder wealth of the firm. Thus, Project B should be selected as the NPV for Project B (£16.08 Million) is larger than the NPV of Project A (£9.68 Million).



	
2) [bookmark: _Toc69159411]Advantages and shortcomings of the PBP, ARR and NPV techniques.
Payback Period:
Advantages of Payback Period:
· Payback period is widely used capital budgeting techniques within the small and medium enterprise as this capital budgeting technique does not have any complex and critical assumptions inherent within its mathematical approach (Berk et al., 2013).
· Payback period focuses on reducing the liquidity risk of the business as the acceptance of projects within its shorter payback period not only ensures the reduction of potential financial risk associated within the expected cash flows of the project but only ensures greater liquidity to the firm within recouping the investment expenditure within short period of time. 
Disadvantages of Payback period:
· This capital budgeting technique ignores the assumption of time value of money as this technique puts similar weights to the different period cash flows, thus treating the cash flows of current period and cash flows of future as the same. 
· This method considers only the cash flows that is received from the project before the payback period, thus discarding the cash flows that occurs after the cut-off period of payback period regardless of their substantial size. 
· This method is applicable only for the conventional investment projects and fails to make conclusive investment decisions in unconventional projects characterised by no adequate initial investment or the investment fund is spread across the lifetime of the project.
Accounting Rate of Return:
Advantages of Accounting Rate of Return:
· This capital investment assessment method is based on the accounting profit concept and the information regarding the profitability of the firm can be accessed and obtained effortless from the prepared financial statements of the firm (Brigham and Houston, 2021). The availability of these financial information regarding the profitability of the firm facilitates not only the capital investment decision of the firm but also performance monitoring function of the project.
Disadvantages of Accounting Rate of Return:
· Since this method is based on the accounting standards and principles, a significant change within the accounting standards and policies can result in a significant change within the profitability of the firm. For example, changing the depreciation schedule from straight line method to MACRS method will result in significant changes within the profitability of the firm.
· Since this method provides investment decision based on accounting profit and ignores the cash flows of the project, accepting project with higher ARR does not ensure that it will maximise the shareholders wealth (Brigham and Houston, 2021).’
· Like other traditional capital budgeting technique such as payback period method, it ignores the time value of money concept. 

Net Present Value:
Advantages of Net Present Value:
· This method can be used to derive the overall firm value of a company due to its value additively feature which allows the determination of firm value of a company by determining and aggregating the NPV of all investment projects undertaken by the firm (Brigham and Houston, 2021).
· This method incorporates the time value of money assumption as it provides conclusive investment appraisal decision based on the discounting process and considers all the cash flows such as salvage value associated with the project in determining the investment viability of the project.
Disadvantage of Net Present Value:
· This method is empirically criticised because of being an absolute measure which makes biased decision within selecting the long-term projects as it ignores the investment size associated with the projects. 

The non-financial factors influencing the capital budgeting decision of a business firm are:
· Organisational Structure as well as corporate culture of the business.
· Government policies such as tax rebates, government grants and subsidies.
· Prevailing standards, policies and intensity of competition within the industry.
· Existing and potential legal rules and regulation as well as legislation imposed by the government or regional authority.
· Strategic and operational planning, goals and objectives within the business.
· The skills and experience of the workforce.














[bookmark: _Toc69159412]Conclusion:
The study is indicating that Unilever is required to improve its sales revenue to ensure its sustainable development within this competitive and global business environment as the declining sales revenue and increasing cost of sales is creating substantial threat and financial uncertainty for Unilever. 
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Global Market Share 	
Unilever	Proter 	&	 Gamble	Nestle	Johnson 	&	 Johnson	Coca-Cola	PepsiCo	Reckitt Benckiser	Others	0.1	0.09	0.09	8.1000000000000003E-2	7.8E-2	0.06	7.0000000000000007E-2	0.43099999999999999	

Current Ratio of Unilever

Current Ratio	
2016	2017	2018	2019	2020	0.68	0.73	0.78	0.78	0.78	



Current Ratio Analysis 

Unilever	
2018	2019	2020	0.78	0.78	0.78	Procter 	&	 Gamble	
2018	2019	2020	0.83	0.75	0.85	Johnson 	&	 Johnson	
2018	2019	2020	1.47	1.26	1.21	



Quick Ratio of Unilever

Quick Ratio	
2016	2017	2018	2019	2020	0.45188752675617827	0.54075160719678994	0.54157394294962569	0.56578320144913719	0.54987373737373735	



Quick Ratio Analysis 

Unilever	
2018	2019	2020	0.54157394294962569	0.56578320144913719	0.54987373737373735	Procter 	&	 Gamble	
2018	2019	2020	0.65807274143853811	0.58165339375562297	0.68198083454633673	Johnson 	&	 Johnson	
2018	2019	2020	1.1986551392891451	1.0080636191747303	0.9858800272986139	



Gross Profit Margin of Unilever

Gross Profit Margin	
2016	2017	2018	2019	2020	0.42653614857814959	0.56868658661453975	0.43699737162135655	0.44013081954597921	0.43450831953315983	



Gross Profit Margin Analysis 

Unilever	
2018	2019	2020	0.43699737162135655	0.44013081954597921	0.43450831953315983	Procter 	&	 Gamble	
2018	2019	2020	0.48479770169978453	0.48631877548608238	0.5031712473572939	Johnson 	&	 Johnson	
2018	2019	2020	0.66792512962577066	0.66420502321500385	0.65553051233580539	



Net Profit Margin of Unilever

Net Profit Margin	
2016	2017	2018	2019	2020	0.10523020886688293	0.12074839430326724	0.19198932956729825	0.11592920353982301	0.1197263622742686	



Net Profit Margin Analysis 

Unilever	
2018	2019	2020	0.19198932956729825	0.11592920353982301	0.1197263622742686	Procter 	&	 Gamble	
2018	2019	2020	0.14754907828585109	5.8595827669759473E-2	0.18467935165609584	Johnson 	&	 Johnson	
2018	2019	2020	0.18750689498780354	0.18424548190935791	0.1782996461635403	



Return on Asset of Unilever

Return on Asset	
2016	2017	2018	2019	2020	9.8300519236562758E-2	0.10758895247574024	0.16462594187298171	9.2985217418140295E-2	8.975893820482124E-2	



Return on Asset Analysis 

Unilever	
2018	2019	2020	0.16462594187298171	9.2985217418140295E-2	8.975893820482124E-2	Procter 	&	 Gamble	
2018	2019	2020	8.3348829346631736E-2	3.4458490811937963E-2	8.6999999999999994E-2	Johnson 	&	 Johnson	
2018	2019	2020	0.10001046066137531	9.0999999999999998E-2	8.4130959323933358E-2	



Return on Equity of Unilever

Return on Equity	
2016	2017	2018	2019	2020	0.32667844522968198	0.45082366024883574	0.79629027009437037	0.43396226415094341	0.3439818748229963	



Return on Equity Analysis 

Unilever	
2018	2019	2020	0.79629027009437037	0.43396226415094341	0.3439818748229963	Procter 	&	 Gamble	
2018	2019	2020	0.18646824121173156	8.3356102482187514E-2	0.27951277784888434	Johnson 	&	 Johnson	
2018	2019	2020	0.25600816709064134	0.25422474819660001	0.23252947311861943	



Asset Turnover of Unilever

Asset Turnover	
2016	2017	2018	2019	2020	0.9341473355898563	0.89101766608609112	0.857474434876211	0.80208622658395823	0.74970070500598585	



Asset Turnover Ratio Analysis 

Unilever	
2018	2019	2020	0.857474434876211	0.80208622658395823	0.74970070500598585	Procter 	&	 Gamble	
2018	2019	2020	0.56488885132279609	0.58807072418436945	0.58782104391052192	Johnson 	&	 Johnson	
2018	2019	2020	0.53336950978725628	0.5202563907486305	0.47185152149301862	



Fixed Asset Turnover of Unilever

Fixed Asset Turnover	
2016	2017	2018	2019	2020	1.2389940063462217	1.2404738811140363	1.1593405343945424	1.0744997519431123	0.98489379053240655	



Fixed Asset Turnover Analysis 

Unilever	
2018	2019	2020	1.1593405343945424	1.0744997519431123	0.98489379053240655	Procter 	&	 Gamble	
2018	2019	2020	0.7035687967154437	0.73075511217637279	0.76526484958959373	Johnson 	&	 Johnson	
2018	2019	2020	0.76300259069780496	0.7297117043413307	0.66736213881947648	



Debt Equity ratio of Unilever

Debt  Equity ratio	
2016	2017	2018	2019	2020	2.3232626619552414	3.1902411899631611	3.8369671330946957	3.6670027365692066	2.8322854715378081	



Debt Equity Ratio Analysis  

Unilever	
2018	2019	2020	3.8369671330946957	3.6670027365692066	2.8322854715378081	Procter 	&	 Gamble	
2018	2019	2020	1.2372028818334815	1.4190294037285356	1.5747685481462519	Johnson 	&	 Johnson	
2018	2019	2020	1.5598138974427633	1.6521834171276757	1.7638989854293752	



Debt to Capital ratio of Unilever

Debt to Capital Ratio	
2016	2017	2018	2019	2020	0.6990908929805596	0.76135025296508252	0.79325888051668458	0.78572971638428546	0.7390591052188179	



Debt to Capital Ratio Analysis  

Unilever	
2018	2019	2020	0.79325888051668503	0.78572971638428546	0.7390591052188179	Procter 	&	 Gamble	
2018	2019	2020	0.5530132702222974	0.58661106042834177	0.61161557580778791	Johnson 	&	 Johnson	
2018	2019	2020	0.60934660093884441	0.62295217082572529	0.63819227646460142	
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Current Ratio Formula

Current Assets
Current Ratio =
Current Liabilities
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The Current ratio for Unilever is:

2016 (Amount  2017(Amount  2018(Amount  2019(Amount  2020(Amount

)

Current Asset 13884 16983 15481 16430 16157

Current 20556 23177 19772 20978 20592
Liability

Current Ratio — 13884 :16983 :15481 :16420 :16157

20556 23177 19772 20978 20592

=068 =073 =078 =078 =078
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Current Ratio Analysis

Company Unilever Procter & Johnson &
Gamble Johnson
2018 0.78 0.83 1.47
2019 0.78 0.75 1.26
2020 0.78 0.85 1.21
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Quick Ratio Formula

Current assets - Inventory
Quick Ratio = -
Current liabilities
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The quick ratio for Unilever is:

Particulars  2016(Amountin 2017(Amountin 2018(Amountin 2019(Amountin 2020(Amountin

£ Million) £ Million) £ Million) £ Million) £ Million)
Current Asset 13884 16983 15481 16430 16157
Inventory 4278 3962 4301 4164 4462
Current 20556 23177 19772 20978 20592
Liability
Quick Ratio _ 13884 —4278 _16983-3962 :15481*4301 :16430*4164 :16157*4462
20556 23177 19772 20978 20592
—045 —0.54 —0.54 -0.57 -0.55
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Company Unilever  Procter & Johnson &
Gamble Johnson
2018 0.54 0.66 1.20
2019 0.57 0.58 1.01
2020 0.55 0.68 0.99
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The Gross Profit Margin for Unilever is:

Particulars 2016(Amount  2017(Amount 2018(Amount  2019(Amount  2020(Amount
in £ Million) in £ Million) in £ Million) in £ Million) in £ Million)
Gross Profit 22484 30547 22279 22878 22040
Sales 52713 53715 50982 51980 50724
Revenue
Gross Profit | _2248% 4 g0 | 30547, 0 22279 4100 22878 4 100 | 220404 0
Margin 52713 53715 50982 51980 50724
=42.7% =56.9% =43.7% =44% =43.5%
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s Profit Margin

Company Unilever  Procter & Johnson &
Gamble Johnson
2018 43.7% 48.5% 66.8%
2019 44.0% 48.6% 66.4%
2020 43.5% 50.3% 65.6%
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Net Profit Ratio Formula

_ _ Net Income
Net Profit Ratio = ———

Revenue
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The Net Profit Margin for Unilever is:

Particulars 2016(Amount  2017(Amount  2018(Amount 2019(Amount  2020(Amount

in £ Million) in £ Million) in £ Million) in £ Million) in £ Million
5547 6486 9788 6026 6073
Sales 52713 53715 50982 51980 50724
Revenue
5577 4 100 _ 6486 #100 _ 9788 #100 _ 6026 100 _ 6073 100
Margin 52713 53715 50982 51980 50724

=10.5% =12.1% =192% =11.6% =12%
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Net Profit Margin

Company Unilever | Procter & = Johnson &
Gamble Johnson
2018 19.2% 14.8% 18.8%
2019 11.6% 5.9% 18.4%
2020 12.0% 18.5% 17.8%
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ROA FORMULA

Net Income
ROA =

Total Assets
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The ROA for Unilever is:

Particulars  2016(Amount  2017(Amount  2018(Amount  2019(Amount  2020(Amount

on £ £ in £ Million £ Million
5547 6486 9788 6026 6073
Total Asset 27X 60285 59456 64806 67659

Return 5577 4109 648 400 9798 4100 606 100 8978 4100
56429 60285 59456 64806 67659
.8% 0.8% 6.5% 9.3% =9%
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Return on Asset

Company Unilever | Procter & | Johnson
Gamble | Johnson
2018 165%  8.3% 10.0%
2019 9.3% 34% 9.6%
2020 9.0% 8.7% 8.4%
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Return on Equity

Net Income (annual)
ROE =
Shareholders’ Equity
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The ROE for Unilever is:

Particulars

2016(Amount:

2017(Amount in
£ Million)

2018 (Amount:
£ Million)

2019 (Amount in
£ Million)

2020 (Amount:
£ Million)

Net Profit
Total Equity 14387 12202 13886 17655
Return on _eass , _ones _eoze , 00 6o, 00
; 14387 12292 Tasae 17655
Equity =451% =79.6% =43.4% =34.4%
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Return on Equity Analysis

Company Unilever | Procter& | Jjohnson &
Gamble | Johnson
2018 79.6% | 18.6% 25.6%
2019 434% | 83% 254%
2020 344% | 28.0% 23.3%
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Asset Turnover Ratio Formula

Asset Turnover Revenue
Ratio -

Assets
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The Asset Turnover ratio for Unilever is:

52713 53715 50982 51980 50724
Total Asset 56429 60285 59456 64806 67659
718 00 SIS, _s0982,, _s1980, _s0724, 140
56429 s0285 59456 64806 67659
=093 =0.89 =0.86 =08 =075
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Asset Turnover Ratio Analysis

Company Unilever | Procter & | Johnson &
Gamble Johnson
2018 0.86 0.56 053
2019 0.80 059 052
2020 075 059 047
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Fixed Asset Turnover Ratio Formula

Fixed asset Revenue
turnover ratio

Fixed assets
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The Fixed Asset Turnover for Unilever is:

Particulars  2016(Amount  2017(Amount 2018(Amount  2019(Amount 2020(Amount

52713 53715 50982 51980 50724
- 42545 43302 43975 48376 51502

Fixed  Asset [JRECitRur s SN T 77 Cror S P 51980, 100 50724400
e 42545 23302 43975 28376 51502
124 =124 =116 =107 =098
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Fixed Asset Turnover Ratio Analysis

Company Unilever | Procter& | Johnson &
Gamble | Johnson
2018 116 0.70 076
2019 107 0.73 073
2020 098 0.77 0.67
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Debt Equity Ratio Formula

Debt
Debt Equity Ratio
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‘The Debt equity ratio for Unilever is:

Particulars  2016(Amount  2017(Amount  2018(Amount  2019(Amount  2020(Amount

£ Million) £ Million) £ Million) £ Million) in £ Million)

39449 45898 47164 50920 50004

16980 14387 12292 13886 17655
45098 47164 50920 50004
14387 T12202 13886 17655

=3.19 =3.84 =3.67 =283
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Debt Equity Ratio Analysis

Company

2018
2019
2020

Unilever | Procter& | Johnson &
Gamble | Johnson
3.84 124 156
3.67 142 165
2.83 157 176
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The Debt to Capital ratio for Unilever is:

Particulars  2016(Amount  2017(Amount  2018(Amount  2019(Amount  2020(Amount

£ Million) inf £ Million) £ Million)
39449 45898 47164 50920 50004
56429 60285 59456 64806 67659
_ 39449 _45898 _47164 50920 50004
56249 eozas 59456 61806 67659

=0.70 =0.76 =0.79 =079 =074
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Debt to Capital Ratio Analysis

Company

2018
2019
2020

Unilever | Procter & Johnson &
Gamble Johnson
0.79 0.55 0.61
0.79 0.59 0.62
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Payback period for Project A:

Annual cash flow of the
project ( Amount in £

mulative cash flow of the
project( Amount in £ Million)

Million)

1 25 25
2 25 50
3 20 70
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ARR
Accounting Rate of Return

Average Net Profit
ARR =

Average Investment
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Net Present Value Formula
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