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Executive summary

The objective of the report is to analyse the overall financial condition of Unilever Ltd., which is one of the companies that is listed in the FTSE 100 on the London Stock Exchange. With one of the biggest consumer goods corporations in the world, Unilever operates in a number of sectors, including food, cosmetics, healthcare, personal care, and home care products. Since the company now operates in almost 190 countries, price volatility, shifting customer behaviour, and the constantly shifting global economic conditions all have an impact on the company's financial success. The corporation is a major player in hundreds of nations, selling everyday goods and serving as an industry leader in many of them. Knorr and Dove are only two of the well-known brands that the corporation pioneered. The business is among the most influential in the world because of its reputation for sustainable practices.
There are two main sections to this report. The report's first section, which focuses on the multinational corporation Unilever, aims to assess the company's financial performance during the previous two years using a variety of logical techniques. Finding the company's trends and evaluating the financial management's advantages and disadvantages are the secondary goals. In contrast, the second section concentrates on making investment decisions by evaluating each of the three projects separately using discounting techniques. By highlighting important financial metrics, the entire study emphasises how financial analysis can be utilised to improve financial management and influence business decisions. 
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[bookmark: _Toc224792601]Introduction
One of the core parts of business is financial analysis, and its role is not limited to just basic reporting. From management to key investment decisions, financial management and analysis play a crucial role, and any distortion in the process can prove to be vital for a business operation. And as a result, the analysis needs to be done carefully, and the output should be error-free. This report is comprised of two core parts. The first part focuses on the multinational company Unilever, and the objective of the first part of the report is to evaluate the financial performance by using various rational methods over the preceding two years. The secondary objective is to identify the trends existing in the company and to analyze the strengths and weaknesses of the financial management. The second part, on the other hand, focuses on taking investment decisions by evaluation 3 individual projects individually by discounting methods. The overall report gives emphasis on how financial analysis can be used to make business decisions and improve financial management by identifying key financial metrics. 

[bookmark: _Toc224792602]Task 1
[bookmark: _Toc224792603]Company overview
Unilever is one of the largest consumer goods companies across the globe, operating in multiple industries, including food, beauty, healthcare, personal care, and home care products. The company has expanded its operations to around 190 countries, and thus, the company's financial performance is affected by the ever-changing international economic conditions, price volatility, and any changes in consumer behaviour (Setyowati et al., 2023).  The company sells daily products and is dominant in hundreds of countries, many of which the company acts as an industry leader. The company is the pioneer of many famous brands, such as Dove and Knorr. The company is also known for its sustainable activities, making it one of the most impactful companies in the world. The headquarters of the company is in London, UK. As of the latest valuation, the company is estimated to have a valuation between approximately £112 billion and £115 billion (Setyowati et al., 2023). Since the inception of its operation in 1930, the company has been growing steadily, and even though the world has seen some of the most critical times in the last hundred years, such as world wars and global pandemic, the business has still survived, and it is mainly because the company has been always making differentiation in the market and has been financially sound.

[bookmark: _Toc224792604]Purpose
The objective of the report is to evaluate the financial performance by using various rational methods over the preceding two years. The secondary objective is to identify the trends existing in the company and to analyse the strengths and weaknesses of the financial management. The usefulness and limitations of ratio analysis are also discussed here. Based on the analysis, recommendations on how to improve the financial management of the company have also been given. 

[bookmark: _Toc224792605]Methodology
All of the financial data used in this report has been collected from the officially published financial report of the last financial year. Universal completes its financial year on December 31st, so it was not possible to collect audited data for 2025. Alternatively, the relevant values are then derived from the financial reports of the years 2024 and 2023, and specifically, two topics have been derived, and they are the income statement and balance sheet. The ratios are grouped in 5 primary categories, and they are:
· Profitability ratios
· Liquidity ratios
· Gearing (leverage) ratios
· Efficiency ratios
· Investor ratios
Ratios have been used in this report as they provide a deeper understanding of various financial elements from a comparative view (binti Tsuraya et al., 2023). Moreover, the ratios have been interpreted in a broader industry and global economic context as well for a deeper understanding. 


[bookmark: _Toc224792606]Profitability analysis
In this part of the report, the profit-generating ability of Unilever will be discussed, in comparison to the aspects such as revenue, assets and equity. 

[bookmark: _Toc224792607]Operating profit margin
Formula used: Operating Profit ÷ Revenue
	Year
	Operating Profit Margin

	2023
	16.37%

	2024
	15.47%



Operating profit refers to the earnings left after incurring the operational cost, and generally, a margin of 15–20% is considered healthy for large consumer goods businesses, which Unilever meets rather comfortably (Ojonugwa et al., 2025).  The profit margin declined slightly by nearly 1% from 2023 to 2024, reflecting reduced operational efficiency. This reduction can suggest an increase in the operating cost due to various reasons, such as
 Increased raw material cost
Increased expenditure in logistics and distribution 
Pressure on wages due to inflation 
Even though Unilever is a market leader, it seems that the rising cost and inflationary pressure have actually impacted the company and decreased the rate of overall company growth.

[bookmark: _Toc224792608]Net Profit Margin
Formula: Net Profit ÷ Revenue
	Year
	Net Profit Margin

	2023
	11.98%

	2024
	10.48%


The net profit margin measures the portion of the revenue that remains with the company after all costs have been deducted (Buulolo and Nopiana, 2025). For Unilever, the net profit margin declined significantly more than the operational profit margin, implying that the company is facing issues beyond operational, such as increased finance costs, higher expenses related to deferred tax, and potential charges related to impairment. The gap between operating and net profit margins suggests that there may be concerns related to finance costs and the company's current capital structure. A net margin of 8% to 12% is generally regarded as good in the consumer market, but still, a decline such as this is concerning for a giant firm like Unilever (Azis and Daryanto, 2024). 

[bookmark: _Toc224792609]Return on Assets (ROA)
Formula: Net Profit ÷ Total Assets
	Year
	ROA

	2023
	9.49%

	2024
	7.99%



ROA measures how effectively a firm generates revenue compared to its asset base; this formula is usually used to measure management efficiency (Azis and Daryanto, 2024). ROA fell from 9.49% to 7.99% in one year, and this implies that the company was able to generate less profit from each unit of asset employed in the business. This can be since the asset in net amount may have increased more than what the revenue grew, in other words, the revenue growth was proportional to the asset (Anggraini, 2022). It can also be that the amount of goodwill or tangible assets has increased in value, or the asset utilisation efficiency has dropped. 
ROA of 5–10% is broadly considered a reasonable result, but still, a decrease in ROA is not a good sign for a firm; it means that the capital efficiency is growing weak.


[bookmark: _Toc224792610]Return on Equity (ROE)
Formula: Net Profit ÷ Shareholders’ Equity
	Year
	ROE

	2023
	34.39%

	2024
	28.24%


ROA measures profit generated for the investors compared to their total equity investment, and is usually used to assess the attractiveness of a company (Fadelia et al., 2025). Compared to previous accounts, ROE has changed significantly, more than 5 %. Even considering the highly competitive industry, the margin is still high, but the reduction of ROE remains a concern (Prakash, Prakash and Shibu Mubarak, 2023). A lower ROE can result from an overall lower net profitability or a very high leveraged capital structure. Even though high ROE is attractive for any investor, in Unilever’s instance, the high ROE is somewhat driven by increased debt level as well, which, in the long run, causes additional financial risk.

[bookmark: _Toc224792611]Profitability summary
Across all the metrics, the profitability has decreased in 2024 compared to the previous year. Even though Unilever remains significantly profitable in the industry standard, the downward trend in profitability suggests that there is a marginal pressure and a lack of efficiency in capital that is declining.



[bookmark: _Toc224792612]Liquidity Analysis
Liquidity means a company’s ability to meet its short-term obligations.
[bookmark: _Toc224792613]Current Ratio
Formula: Current Assets ÷ Current Liabilities
	Year
	Current Ratio

	2023
	0.24

	2024
	0.24



Current liability implies a firm’s ability to cover its short-term liabilities, and a ratio above 1 is regarded as a comfortable zone for the financial health of a company (Nawawi, 2025). Unilever’s current ratio is significantly below 1, which means the current liabilities are much more than the amount of current assets (Prakash, Prakash and Shibu Mubarak, 2023). This is the usual case scenario for most of the companies in this FMCG, and this can result from continuous cash inflows in the firm, increased credit to the suppliers and a very efficient working capital cycle. 

[bookmark: _Toc224792614]Quick Ratio
Formula: (Current Assets − Inventories) ÷ Current Liabilities
	Year
	Quick Ratio

	2023
	0.54

	2024
	0.56


Quick ratio updates the current ratio by removing inventory from the total calculation and provides a more conservative view of liquidity. A slight improvement in the quick ratio implies that the liquid assets are now managed better than in the previous year. But still, the ratio is significantly below 1, and this may pose a risk to the financial flexibility of the company (Nawawi, 2025). 
[bookmark: _Toc224792615]Liquidity summary
The overall liquidity structure of the company is weak; the company lacks short-term financial flexibility. Such a phenomenon is common in this industry, but this reduces the resilience that is faced during recessions. 

[bookmark: _Toc224792616]Gearing (Leverage) Analysis
Gearing ratio, also known as leverage, refers to the proportion of debt in the capital structure, and evaluates the amount of financial risk exist in a company.
[bookmark: _Toc224792617]Debt-to-Equity Ratio
Formula: Total Debt ÷ Shareholders’ Equity
	Year
	Debt-to-Equity

	2023
	2.62

	2024
	2.54


Debt to equity measures the portion of a company’s total funds that comes from debt relative to the equity, and a range between 1 and 2 is considered an acceptable range for this ratio (Nawawi, 2025). The debt-to-equity ratio for Unilever has decreased slightly over the years, which means that the company is now relying less on debt. Still, the total debt is more than twice the equity, which means the company is in a significant debt level (Zainal, Suarni and Khaliq, 2024). Even though it shouldn’t be an issue for a multinational like Unilever, such debt poses financial risk.

[bookmark: _Toc224792618]Debt Ratio
Formula: Total Liabilities ÷ Total Assets
	Year
	Debt Ratio

	2023
	0.72

	2024
	0.72


Debt ratio indicates the total portion of assets that has been financed through debt, and in the FMCG industry, a ratio between 0.4 and 0.6 is considered acceptable (Zainal, Suarni and Khaliq, 2024). Nearly 72% of all of the assets owned by Unilever are financed from long and short-term debt; meanwhile, only 28% are financed by investors, which reflects the company’s major financial leverage. 

[bookmark: _Toc224792619]Interest Coverage Ratio
Formula: EBIT ÷ Interest Expense
	Year
	Interest Coverage

	2023
	8.99

	2024
	7.97


The interest coverage ratio measures whether a company can pay off its interests from its regular operations. A ratio of 3 is usually considered the bare minimum, and above 5 is considered healthy for any large corporation (Blessing and Sakouvogui, 2023). As for Unilever, Interest coverage has declined in 2024, which reflects that the company is facing increased financial costs and a decline in EBIT, even though the rate is still acceptable. The downward trend suggests risk of financial shocks.

[bookmark: _Toc224792620]Leverage summary
Over time, Unilever's high debt-to-equity ratio has somewhat dropped, indicating a reduction in the company's reliance on debt. Nevertheless, the company's total debt is more than twice its equity, indicating a substantial debt burden. Such debt presents financial risk, even though it shouldn't be a problem for a global corporation like Unilever. This highly leveraged approach may cause significant disruption during a recession (Buulolo and Nopiana, 2025).

[bookmark: _Toc224792621]Efficiency analysis
Efficiency ratios calculate how efficiently companies can use their assets to generate revenue.
[bookmark: _Toc224792622]Asset Turnover
Formula: Revenue ÷ Total Assets
	Year
	Asset Turnover

	2023
	0.79

	2024
	0.76


Asset turnover measures the efficiency of companies to generate revenue from their asset base, and in general, any value above 1 is considered healthy here (Fadelia et al., 2025). For Unilever, Asset turnover is near 1, which means that the company is doing a good job at utilising all of the assets to generate revenue. The rate has reduced slightly over the last year, and it can be due to overinvestment in assets or a decrease in the growth of total revenue (Buulolo and Nopiana, 2025).

[bookmark: _Toc224792623]Receivables Turnover
Formula: Revenue ÷ Trade Receivables
	Year
	Receivables Turnover

	2023
	10.32

	2024
	10.11


The receivable turnover ratio measures the amount of time a company collects its receivables over the period of a year, and the higher the value, the better the situation for the company (binti Tsuraya et al., 2023). The receivable turnover has decreased slightly for Unilever, indicating that the company has slowed its cash collection, which can affect its cash flow. The reason that the liquidity condition of the company is not so good is that the receivable turnover has worsened over the years (Fadelia et al., 2025). 

[bookmark: _Toc224792624]Inventory Days
	Year
	Inventory Days

	2023
	49.43

	2024
	54.32


Inventory days have increased from 49 to 54 days over the period of a year, which implies that the company is now holding its stock five days longer on average before selling it (Ojonugwa et al., 2025). Such growth in inventory days piles up working capital, increases inventory and may also imply that some of the products are now facing slower demand.

[bookmark: _Toc224792625]Payable Days
	Year
	Payable Days

	2023
	114

	2024
	113


The payable days have remained mostly the same over the last 2 years, which implies that Unilever has been playing its supplires in similar duration (binti Tsuraya et al., 2023). In most of the cases where the payable days are high, it means that the buyer has significant bargaining power, and Unilever here can use the suppliers’ funds to contribute to its own operation. But there is also the probability of hampering suppliers’ relationships if the payments are stretched too far.
[bookmark: _Toc224792626]Efficiency summary
The whole efficiency analysis shows a slight slowdown in the operations; a decline in asset and receivable turnover, which suggests that asset productivity and the speed of credit collection have declined as well. Most importantly, the 5-day increase in inventory days reflects increasing pressure on the working capital, even though this is somewhat offset by high payable days.

[bookmark: _Toc224792627]Investor Ratio Analysis
Investor ratios describe the point of view from investors, how much investors are gaining from a particular firm
[bookmark: _Toc224792628]Earnings Per Share (EPS)
	Year
	EPS

	2023
	1.96

	2024
	2.29



EPS calculates the amount of profit attributed to every ordinary share, and the more EPS a firm can offer, the more attractive the shares become. Even though the overall profitability margin of Unilever has decreased over the year, the earnings per share have improved. This can be because some of the shares have been bought back, or the portfolio has been rationalised (Fadelia et al., 2025). This is an important distinction and proves that EPS should not be the sole determinant of investment decisions. 




[bookmark: _Toc224792629]Price-Earnings (P/E) Ratio
Formula used: Market price of the share ÷ Earnings per share
	Year
	P/E Ratio

	2023
	20.74

	2024
	21.41



Price to earnings measures the profit of a company relative to its market price, and is often used to determine whether a share is overvalued or undervalued. A P/E ratio of 15 to 25 is considered reasonable for companies in stable industries (Anggraini, 2022). The P/E ratio of Unilever is in the expected zone, and there has been a growth in the price-to-earnings ratio, even though there has been short-term pressure. This implies that the investors in the market expect that the future earnings will grow (Fadelia et al., 2025).

[bookmark: _Toc224792630]Dividend yield
Formula used = Dividend paid ÷ Market price of the share
	Year
	Dividend Yield

	2023
	4.57%

	2024
	4.00%



The dividend has increased in 2024, but the dividend yield has decreased. And the primary reason for this is that the market price has increased, and the increase in the market price has offset the effect of the increase in dividends, causing the yield to drop.

[bookmark: _Toc224792631]Investor ratio summary 
The earnings per share have increased during the year 2024, despite a decline in the total profitability margin (Ojonugwa et al., 2025) . This might be the result of rationalising the portfolio or buying back part of the shares. In 2024, the dividend yield dropped while the dividend itself climbed. And the main cause of this is that the yield has decreased as a result of the market price rising and offsetting the effect of the dividend rise.

[bookmark: _Toc224792632]Limitations of Ratio Analysis
Even though ratio analysis provides valuable insights into the financial condition and overall performance of a company, there are some theoretical limitations in this method
Historical orientation: Ratios are calculated based on historical data, and these data are not forward-looking (Fadelia et al., 2025). These historical data often do not reflect many important strategic decisions and the current condition of the company. Especially for a company like Unilver that operates in a highly evolving industry, historical data may not provide much for strategic investment decisions (Binti Tsuraya et al., 2023).
Effect of accounting policy: Financial ratios depend largely on a company’s accounting data, most of which are derived from management’s assumptions and judgments (Azis and Daryanto, 2024). Different accounting policies can produce and illustrate different financial conditions for the same company. This is especially applicable to Universal, as it operates on a multinational level, creating potential comparability challenges.
Size and scale effects: Unilever’s large scale of operation creates specific analytical challenges related to the company, for concepts like economies of scale, brands like Unilever often do not perform similarly to the smaller firms, and as a result, comparing Unilever with smaller firms, even if in the same industry, will not bring the same result (Azis and Daryanto, 2024). 
Manipulation potential: Management of Unilver has the power and opportunity to manipulate reported figures, which show ratios that are more appealing to the investors, and this is specifically applicable if the management compensation is tied to some specific metrics (Anggraini, 2022).




[bookmark: _Toc224792633]Strategic recommendation
Based on the financial analysis above, some strategic recommendations are given to improve the overall financial condition of the company and bring back momentum in the business.
Portfolio optimisation: A comprehensive review of the portfolio is necessary to understand the assets that are underperforming (Anggraini, 2022). Unilever’s portfolio comprises many brands, and some of them are underperforming and diluting the final comprehensive consolidated performances, as supported by the decline in ROA and ROE. If the portfolio is optimised properly, the declining return can be prevented by a significant margin (Blessing and Sakouvogui, 2023).
Margin restoration: Decling net and operating profit margin indicates that the external cost pressures are surpassing the pricing power (Nawawi, 2025).  To prevent this, zero-based budgeting methodology can be implemented to reduce discretionary expenses and advanced ai powered analytical tools can be used to optimise manufacturing and logistics procedures.
Optimisation of working capital: The current liquidity structure can be sustainable due to the scale of Unilver’s business, but the space of minimal buffer still poses operational risks for the company (Nawawi, 2025). And for this, the company should integrate aggressive working capital management, and this can be done by negotiating extended payment terms with suppliers and incorporating a dynamic discount program with buyers.
Capital structure refinement: The debt-to-equity ratio is 2.54 for Unilver. Even though it is manageable for a massive company like Unilever, it still obstructs the financial flexibility and economic independence of the company. With this in mind, the company should diversify to sustain itself more strongly in the long run (Anggraini, 2022). Strategic deleveraging will reduce the interest obligation and overall risk profile of the company.





[bookmark: _Toc224792634]Task 2
[bookmark: _Toc224792635]Overview
Capital investment decisions are one of the most crucial decisions needed to be taken by the financial managers or individuals who want to grow their savings. This decision is very sensitive and takes utmost care while analysing, and any wrong decisions can result in a huge loss for the investors. In this part of the report, an evaluation of the three investment options using the net present value (NPV) technique, along with IRR calculation for the one with the most potential, will be conducted. Moreover, a detailed interpretation of the management will also be discussed with a comprehensive conclusion that suggests a portfolio under budget constraints as well.
Westward Plc, who produce a variety of high-quality curtains and is considering whether or not to invest in the potential to expand the business, the directors are identifying three main options for a four-year plan:

	Option
	Description
	Initial Investment (£000)

	A
	Expand its flourishing retail outlet to include all products.
	600

	B
	Develop internet sales platform
	1,000

	C
	Produce wooden and Roman blinds
	1,600



The forecasted pre-tax cashflows are
	Year
	Option A
	Option B
	Option C

	1
	200
	400
	450

	2
	400
	450
	700

	3
	500
	720
	900

	4
	700
	980
	1,200


Some of the key assumptions that have taken into consideration are:
Corporation tax is 25% 
Capital allowances are 20% on a straight-line basis
All of these cashflows occur in the year that they arise.
Cost of capital is 6%
All the projects have the same time span of 4 years
No residual value has been assumed here

[bookmark: _Toc224792636]NPV Calcualtion
Net present value refers to the differnence of present value of the cash flow and the investment made at the beginning (Dai et al., 2022). The decision rule here is to accept a project when the net present value is positive, negative net present value, on the other hand, means that, considering the timevalue of money, a project will not bring any profit.
NPV = Σ [ Cash Flow / (1 + i)^t ] - Initial Investment
Here I refer to the discount rate, which is 6% for this instance, and t is the time horizon that is 4 years for this case.
Capital allowances are 20% on a straight-line basis of the initial cost
	Option
	Initial Cost
	Annual Allowance (20%)

	A
	£600,000
	£120,000

	B
	£1,000,000
	£200,000

	C
	£1,600,000
	£320,000





[bookmark: _Toc224792637]Project A Retail Expansion 
Taxable Profit=Cash Flow−Capital Allowance
	Year
	Cash Flow
	CA
	Taxable Profit
	Tax (25%)
	Net CF

	1
	200
	120
	80
	20
	180

	2
	400
	120
	280
	70
	330

	3
	500
	120
	380
	95
	405

	4
	700
	120
	580
	145
	555



	Year
	Net CF
	Discount Factor (6%)
	PV

	1
	180
	0.943
	170

	2
	330
	0.890
	294

	3
	405
	0.840
	340

	4
	555
	0.792
	439

	Total PV
	
	
	1,243


NPV=1,243,000−600,000=£643,000
[bookmark: _Toc224792638]Project B – Internet Sales
	Year
	Cash Flow
	Capital Allowance
	Taxable Profit
	Tax
	Net CF
	PV

	1
	400
	200
	200
	50
	350
	330

	2
	450
	200
	250
	62.5
	387.5
	345

	3
	720
	200
	520
	130
	590
	495

	4
	980
	200
	780
	195
	785
	622

	
	
	
	
	
	
	1,792


NPV=1,792,000−1,000,000=£792,000
[bookmark: _Toc224792639]Option C – Wooden and Roman Blinds
	Year
	Cash Flow
	Capital Allowance
	Taxable Profit
	Tax
	Net CF
	PV

	1
	450
	320
	130
	32.5
	417.5
	394

	2
	700
	320
	380
	95
	605
	538

	3
	900
	320
	580
	145
	755
	634

	4
	1,200
	320
	880
	220
	980
	777

	
	
	
	
	
	
	2,343


NPV=2,343,000−1,600,000=£743,000
[bookmark: _Toc224792640]Summary
	Option
	Initial Investment (£)
	NPV at 6% (£)
	Ranking

	A
	600,000
	643,400
	3rd

	B
	1,000,000
	792,153
	1st

	C
	1,600,000
	742,719
	2nd


Option B has the highest return with all the given assumptions, and thus, B should be accepted to maximise the wealth of the shareholders.

[bookmark: _Toc224792641]Payback period calculation
Payback period is used to identify the years it takes to recover the initial investment in a business after considering the after-tax cash flows (Blessing and Sakouvogui, 2023). This formula is often criticised for not considering the time value of money, but it is still used to understand project viability and liquidity, where projects with the shortest payback period are considered as better investment opportunities. 
Option A:
	Year
	Cash Flow
	Cumulative

	0
	(600,000)
	(600,000)

	1
	180,000
	(420,000)

	2
	330,000
	(90,000)

	3
	405,000
	315,000


Payback Period = 2 + (90,000 / 405,000) = 2.2 (approximately 2 years and 3 months)
Option B:
	Year
	Cash Flow
	Cumulative

	0
	(1,000,000)
	(1,000,000)

	1
	350,000
	(650,000)

	2
	387,500
	(262,500)

	3
	590,000
	327,500


Payback Period = 2 + (262,500 / 590,000) = 2.5 (approximately 2 years and 5 months)
Option C:
	Year
	Cash Flow
	Cumulative

	0
	(1,600,000)
	(1,600,000)

	1
	417,500
	(1,182,500)

	2
	605,000
	(577,500)

	3
	755,000
	177,500


Payback Period = 2 + (577,500 / 755,000) = 2.8 (approximately 2 years and 9 months)
Payback period favours option A, in terms of liquidity and capital recovery. However, this result conflicts with NPV, which suggests option B as the best investment opportunity. This is why Drury (2021) and others argue that payback period should not be used solely to determine the best investment option, as PBP ignores important factors such as the time value of money and cash flows after the recovery of initial investment. PBP provides insights regarding the liquidity of the options, and all of the options recover their initial investment well within the 4 years. Option B has a slightly longer PBP than option A, but it delivers the highest NPV.

[bookmark: _Toc224792642]Calculation of Internal Rate of Return (IRR) for Option B
IRR is the discount rate at which the net present value of all the cash flows turns 0 (Shou, 2022). A project should be accepted when the internal rate of return is higher than the cost of capital or the required rate of return in a project.
When, NPV = Σ [ Cash Flow / (1 + i)^t ] - Initial Investment = 0, I is the IRR here
Trial – 01: 30% Discount Rate
	Year
	After-Tax Cash Flow (£'000)
	Discount Factor @ 30%
	Present Value (£'000)

	0
	(1,000)
	1.00
	(1,000)

	1
	350
	0.7692
	269.23

	2
	387.5
	0.5917
	229.29

	3
	590
	0.4552
	268.57

	4
	785
	0.3501
	274.83

	
	
	PV @ 30%
	41.92


NPV at  30%​=1,041,900−1,000,000= 41,900
Trial – 02: 35% Discount Rate
	Year
	After-Tax Cash Flow (£'000)
	Discount Factor @ 35%
	Present Value (£'000)

	0
	(1,000)
	1.00
	(1,000)

	1
	350
	0.741
	259.4

	2
	387.5
	0.549
	212.7

	3
	590
	0.407
	240.1

	4
	785
	0.301
	236.2

	
	
	PV @ 35%
	948.4


NPV at 35%​=948,400−1,000,000=51,600

[bookmark: _Toc224792643]IRR calculation and interpretation
IRR= 30+ {41.9/(41.9+51.6)}* (35-30)
       = 32.2% 

Calculation summary
The calculated IRR is 32.2%, which is far above the cost of capital (6%), surpassing it by more than 25%
This attractive IRR confirms the decision of choosing project B above all the other
Both the NPV calculation and the IRR confirm the decision of sticking with project B


[bookmark: _Toc224792644]Interpretation of the results for the management
The difference between the cash flow's present value and the initial investment is known as net present value. When a project has a positive net present value, it should be accepted; when it has a negative net present value, it indicates that it will not generate any profit when taking the time worth of money into account. IRR, on the other hand, is the discount rate at which the whole cash flow's net present value equals zero (Arjunan, 2022). When a project's internal rate of return exceeds either the required rate of return or the cost of capital, it should be approved.

The investment decision in this report is calculated using IRR, PBP and NPV; NPV and IRR results show the same outcome, but PBP contradicts slightly, but this outcome has not been taken into consideration because PBP should not be a determinant of investment decisions due to its various constraints. However, the interpretation here should be considered in light of certain factors, while keeping the strengths and weaknesses of these two tools in mind (Fiandini and Nandiyanto, 2023). 

[bookmark: _Toc224792645]Theoretical arguments for the choice of NPV as the best method of investment appraisal
Net present value is known for its acceptability across various industries as one of the most used financial tools that measures the profitability of a project or venture.  And the reason behind this is that NPC can directly calculate the net cash flow a person receives when he or she engages in a venture or project (Fiandini and Nandiyanto, 2023). NPV discounts the future cash flow with the cost of capital, and this enables the tool to consider the time value of money. This concept makes the use of “today’s 1 dollar is not equal to the 1 dollar received after 10 years”. NPV considers the initial investment, and as a result, investors can understand the amount they are going to actually receive after deducting their investment.

Another major conceptual strength is that this tool relies on the cash flow, not the accounting profits. Accounting profits are often not received in real life and are subject to manipulation from different parties (Jagannathan and Kumar, 2022). On the contrary, cash flows refer to the actual cash that will be received and provided, and are significantly at risk of manipulation, and thus provide outputs that are more reliable than those of accounting profit. Shareholders or investors usually rely more on the cash-generating ability of a company, and this makes the formula more widely accepted.

NPV also incorporates risk properly within itself by considering the cost of capital as a discount rate (Patel, Klopper and Cottrill, 2023). The cost of capital used in this formula reflects both the time value of money and additional risk associated with an investment; the riskier a project is the discount rate applied in the calculation (Blessing and Sakouvogui, 2023). Moreover, the decision criteria are also very simple for this tool: accept any project only if the project can generate a positive NPV. Both the simplicity of the calculation and the decision criteria help NPV to be one of the most used methods of investment appraisal.

[bookmark: _Toc224792646]Continued popularity of non-discounting methods of investment appraisal
Despite the conceptual strengths of NPV, some tools do not use discounting mechanics, but are still gaining popularity, such as payback period and accounting rate of return. These trends can be rationalised by behavioural and practical considerations (Blessing and Sakouvogui, 2023). 
One of the primary reasons is just simplicity; calculating non-discounting methods of investment appraisal is significantly easier and less time-consuming than the discounting methods, as they usually comprise just some additions, subtractions, and simple multiplications (Almansour, Elkrghli and Almansour, 2023). For example, the payback period just calculates how much time it will take to get the initial investment back from a project without considering the time value of money. 
Risk consideration and liquidity also play a key role in this case. Formulas like the payback period focus on quick capital recovery and favour those who have larger initial cash inflows. 
Moreover, these non-discounting tools rely less on forecasting, and the estimation of discount rate and cost of capital is susceptible to perspective and manipulation (Meng and Shaikh, 2023). However, all these merits come with a huge cost as these methods completely ignore the time value of money, and can lead to decisions that reflect profit maximisation.

[bookmark: _Toc224792647]Factors to consider while making investment decisions
While it might be true that NPV and IRR can provide substantial insights for financial decisions, they should not be the only things to consider while making investment decisions (Musfidah, Aji and Hartono, 2022). The qualitative and strategic factors should be given equal weight to the financial criteria. 
Strategic fit is a core condition before the acceptance of any project; the proposed investments should support a company's long-term vision and mission. Otherwise, even a profitable project may not be sustainable for a company. Operational capability is another factor that management should consider (Jan et al., 2022). Management must evaluate whether the existing manpower and overall production and logistics capacity would be enough for any new strategic expansion, the business will not thrive in the long run. 
Finally, financial capacity should also be assessed; any new investment should not render a company unable to respond to unexpected situations or shocks.

[bookmark: _Toc224792648]Portfolio construction 
If funds are limited to £2,500,000 and the projects are divisible (i.e. it is possible to undertake a fraction of a total project), the project should be ranked based on attractiveness or return and then distribute the funds in serial where the most return can be generated.
	Option
	Initial Investment (£000)
	NPV (£000)

	A
	600
	643

	B
	1,000
	792

	C
	1,600
	743



[bookmark: _Toc224792649]Calculating Profitability Index
When the funds are limited, projects are usually ranked on the basis of NPV per unit of investment. Profitability is usually used in such cases to understand and measure the value created from an investment compared to each unit of capital (Ogunlusi and Obademi, 2021). With now flexibility to distribute funds across different projects, funds should be distributed in projects where the profitability index is highest. Investment should be done partially to below ranked project when funds are exhausted. 
Profitability Index (PI)= Present Value of Future Cash Inflows / Initial Investment 
PV of inflows =Initial Investment +NPV
Option A
PV=600+643=1,243 
PI=1,243/600=2.07

Option B
PV=1,000+792=1,792
PI=1,792/ 1000=1.79

Option C
PV=1,600+743=2,343 
PI=2,343/1,600=1.46

Ranking based on profitability index:
	Rank
	Option
	PI

	1
	A
	2.07

	2
	B
	1.79

	3
	C
	1.46



[bookmark: _Toc224792650]Building an optimal portfolio
Projects are typically rated according to net present value (NPV) per unit of investment when finances are scarce. In these situations, profitability is typically employed to determine the value generated by an investment in relation to each unit of capital. Funds should be allocated to projects with the highest profitability index now that there is flexibility to do so. When funds run out, a portion of the investment should go to projects that are ranked lower.
	Option
	Investment Amount (£)
	Proportion
	NPV Contribution (£)

	A
	600,000
	100%
	643,400

	B
	1,000,000
	100%
	792,153

	C
	900,000
	56.25%
	417,779

	Total
	2,500,000
	—
	1,853,332



Here, the investment options A and B have been fully accepted, and project C couldn’t be undertaken due to the capital limitation. This combination produces the highest possible NPV from all the possible combinations, and any other alternative allocation, such as fully accepting C instead of A or B, will result in reduced return.



[bookmark: _Toc224792651]Financing the Proposed Investment Programme

Once an optimal investment has been selected and the board has finalised the decision to invest in a project, the first thing to think about is how to source the funds. Below are some financing choices available for the Board of Westwood plc on how the proposed investment programme might be financed

Retained Earnings: Refers to the profit retained by the company and not distributed among the investors. This is usually the most preferred financing medium as there are no explicit costs associated with it, and these types of funds are always ready to be withdrawn (Ogunlusi and Obademi, 2021). But the limitation of it is that the amount of retained earnings a company has is often limited, and often they can’t be used to finance projects that are large in nature.
Debt finance: Refers to loans from external parties such as banks and debentures. The interest payment in debt finance can work as a tax shield and ultimately reduces the tax burden of a company, and usually has no limitation, and external parties have abundant capital (Çam and Özer, 2022). The main disadvantage is that debt finance increases financial risks and is associated with the solvency of a company when the firm can’t generate enough return to pay off debt payments.
Equity finance: Means issuing new shares to current or new investors, and this provides permanent capital with no payment obligation. Equity debt is preferable in high-risk projects, but this is also the most expensive financing option (Çam and Özer, 2022). And it is because of increased investor risk and expectation of dividends. Equity finance also dilutes the ownership of existing shareholders, which is often not preferred by the investors (Ogunlusi and Obademi, 2021).



[bookmark: _Toc224792652]Conclusion
Financial analysis is one of the fundamental components of a company, and its function extends beyond simple reporting. Financial management and analysis play a critical part in everything from management to important investment choices, and any distortion in the process might prove to be critical to the operation of a corporation. Because of this, the analysis must be done properly, and the outcome must be error-free. There are two main sections to this report. The report's first section, which focuses on the multinational corporation Unilever, aims to assess the company's financial performance during the previous two years using a variety of logical techniques. Analysing the company's trends and the financial management's advantages and disadvantages is the secondary goal. In contrast, the second section concentrates on making investment decisions by evaluating each of the three projects separately using discounting techniques. By highlighting important financial metrics, the entire study emphasises how financial analysis can be utilised to improve financial management and influence business decisions.
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[bookmark: _Toc224792655]Income Statement 
	Particulars
	2024
	2023

	Turnover
	60,761
	59,604

	Operating profit
	9,400
	9,758

	of which: (loss)/gain on disposal of group companies
	-406
	489

	Net finance costs
	-604
	-486

	– Pensions and similar obligations
	71
	110

	– Finance income
	438
	442

	– Finance costs
	-1,113
	-1,038

	Net monetary loss from hyperinflationary economies
	-195
	-142

	Share of net profit of joint ventures and associates
	255
	231

	Other income/(loss) from non-current investments and associates
	13
	-22

	Profit before taxation
	8,869
	9,339

	Taxation
	-2,500
	-2,199

	Net profit
	6,369
	7,140

	Attributable to non-controlling interests
	625
	653

	Attributable to shareholders’ equity
	5,744
	6,487

	EPS (base)
	2.29
	1.96253

	Divident per share
	1.96
	1.86



[bookmark: _Toc224792656]Balance Sheet
	Particulars
	2024
	2023

	Goodwill
	22,311
	21,109

	Intangible assets
	18,590
	18,357

	Property, plant and equipment
	11,669
	10,707

	Pension asset for funded schemes in surplus
	4,164
	3,781

	Deferred tax assets
	1,280
	1,113

	Financial assets
	1,571
	1,386

	Other non-current assets
	971
	911

	Total non-current assets
	60,556
	57,364

	Inventories
	5,177
	5,119

	Trade and other current receivables
	6,011
	5,775

	Current tax assets
	373
	427

	Cash and cash equivalents
	6,136
	4,159

	Other financial assets
	1,330
	1,731

	Assets held for sale
	167
	691

	Total current assets
	19,194
	17,902

	Total assets
	79,750
	75,266

	
	
	

	Financial liabilities
	6,987
	5,087

	Trade payables and other current liabilities
	16,690
	16,857

	Current tax liabilities
	678
	851

	Provisions
	831
	537

	Liabilities held for sale
	48
	175

	Total current liabilities
	25,234
	23,507

	Financial liabilities
	25,066
	24,535

	Non-current tax liabilities
	585
	384

	Pensions and post-retirement healthcare liabilities – Funded schemes in deficit
	173
	351

	Pensions and post-retirement healthcare liabilities – Unfunded schemes
	1,021
	1,029

	Provisions
	571
	563

	Deferred tax liabilities
	4,342
	3,995

	Other non-current liabilities
	203
	138

	Total non-current liabilities
	31,961
	30,995

	Total liabilities
	57,195
	54,502

	Shareholders’ equity
	19,990
	18,102

	Non-controlling interests
	2,565
	2,662

	Total equity
	22,555
	20,764

	Total liabilities and equity
	79,750
	75,266

	Share outstanding
	2200
	2200

	Market Price of the share
	49.02
	40.7
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	Ratio
	Formula
	Values Needed (from Annual Report)
	2024
	2023

	Operating Profit Margin
	(Operating Profit ÷ Revenue) × 100
	Operating Profit (EBIT), Revenue
	15.47%
	16.37%

	Net Profit Margin
	(Net Profit ÷ Revenue) × 100
	Profit After Tax, Revenue
	10.48%
	11.98%

	Return on Assets (ROA)
	(Net Profit ÷ Total Assets) × 100
	Profit After Tax, Total Assets
	7.99%
	9.49%

	Return on Equity (ROE)
	(Net Profit ÷ Shareholders’ Equity) × 100
	Profit After Tax, Total Equity
	28.24%
	34.39%

	
	
	
	
	

	Ratio
	Formula
	Values Needed
	2024
	2023

	Current Ratio
	Current Assets ÷ Current Liabilities
	Current Assets, Current Liabilities
	24.07%
	23.78%

	Quick Ratio (Acid Test)
	(Current Assets − Inventories) ÷ Current Liabilities
	Current Assets, Inventories, Current Liabilities
	55.55%
	54.38%

	
	
	
	
	

	Ratio
	Formula
	Values Needed
	2024
	2023

	Debt-to-Equity Ratio
	Total Debt ÷ Shareholders’ Equity
	Short + Long-term Debt, Total Equity
	2.535801374
	2.624831439

	Debt Ratio
	Total Liabilities ÷ Total Assets
	Total Liabilities, Total Assets
	0.7171786834
	0.724125103

	Interest Coverage Ratio
	EBIT ÷ Interest Expense
	EBIT, Finance Costs
	7.968553459
	8.997109827

	
	
	
	
	

	Ratio
	Formula
	Values Needed
	2024
	2023

	Asset Turnover
	Revenue ÷ Total Assets
	Revenue, Total Assets
	0.7618934169
	0.7919113544

	Receivables Turnover
	Revenue ÷ Trade Receivables
	Revenue, Trade Receivables
	10.10830145
	10.32103896

	
	
	
	
	

	Ratio
	Formula
	Values Needed
	2024
	2023

	Earnings Per Share (EPS)
	Net Profit ÷ No. of Shares
	Profit After Tax, Shares Outstanding
	2.29
	1.96253

	Price-Earnings (P/E) Ratio
	Market Price per Share ÷ EPS
	Share Price, EPS
	21.40611354
	20.73853648

	Dividend Yield
	(Dividend per Share ÷ Market Price) × 100
	DPS, Share Price
	0.03998368013
	0.0457002457
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