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Main Findings
Company Background and Basis of Analysis
Unilever PLC is a multinational consumer goods group listed on the London Stock Exchange and included in the FTSE 100 Index . The analysis in this report is based primarily on the company’s official 2024 and 2023 full-year results announcements and annual reporting materials, which provide audited or board-approved balance sheet, income statement, cash flow and shareholder return information . These sources show that turnover increased modestly in 2024 , while underlying sales growth reached 4.2%, led by stronger volume growth, and management highlighted gross margin expansion, higher brand investment and portfolio reshaping as key features of the year. Because ratio analysis is most useful when grounded in a clear business context, the discussion below interprets the numerical changes in light of cost inflation normalisation, restructuring, brand investment, disposals, and capital returns  .
The report deliberately emphasises benchmarking . First, it benchmarks 2024 against 2023, which is the cleanest and most relevant comparison because both years are reported under the same broad corporate structure and accounting framework . Second, it uses limited external benchmarks to assess whether Unilever’s profitability and leverage are broadly competitive for a branded consumer-products group . This is important because ratios do not have meaning in isolation; a current ratio of 0.76 in 2024 was calculated as current assets of €19,194 million divided by current liabilities of €25,234 million, while the 2023 current ratio was also 0.76, based on €17,902 million of current assets and €23,507 million of current liabilities and the operating margin of 15.5% in the year 2024 which was calculated from operating profit of €9.4 billion over turnover of €60.8 billion . Academic literature consistently warns that ratio analysis is an interpretive tool rather than a self-contained decision rule, especially where multinational firms are affected by currency movements, disposals, different segment mixes and non-underlying items. can only be judged properly when considered against prior-year performance, business model characteristics and peer norms. Academic literature consistently warns that ratio analysis is an interpretive tool rather than a self-contained decision rule, especially where multinational firms are affected by currency movements, disposals, different segment mixes and non-underlying items .
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Ratio Table for Unilever PLC

Ratio	Formula Used	2024	2023
Gross profit margin	Reported gross margin	45.0%	42.2%
Operating profit margin	Operating profit / turnover	15.5%	16.4%
Net profit margin	Net profit / turnover	10.5%	12.0%
ROCE	Operating profit / (total assets − current liabilities)	17.2%	18.9%
ROE	Net profit attributable to shareholders / average shareholders’ equity	30.2%	34.9%
Current ratio	Current assets / current liabilities	0.76x	0.76x
Acid-test ratio	(Current assets − inventories) / current liabilities	0.56x	0.54x
Debt to equity	Financial liabilities / shareholders’ equity	1.60x	1.64x
Debt to capital	Financial liabilities / (financial liabilities + shareholders’ equity)	61.6%	62.1%
Interest cover	Operating profit / net finance costs	15.6x	20.1x
Asset turnover	Turnover / average total assets	0.78x	0.78x
Inventory days*	Inventories / turnover × 365	31.1 days	31.3 days
Receivable days*	Trade and other current receivables / turnover × 365	36.1 days	35.4 days
Diluted EPS	Reported diluted EPS	€2.29	€2.56
Underlying EPS	Reported underlying diluted EPS	€2.98	€2.60
Dividend cover	Underlying EPS / dividend per share	1.69x	1.52x
Dividend payout ratio	Dividend per share / underlying EPS	59.0%	65.7%





The ratio table shows clearly that the dominant 2024 story was not top-line acceleration alone, but quality improvement in margins and capital returns under a still-tight liquidity profile. Turnover rose to €60.761 billion, current assets increased to €19.194 billion, current liabilities rose to €25.234 billion, shareholders’ equity increased to €19.990 billion, and diluted EPS fell to €2.29 while underlying EPS rose to €2.98. Dividend benchmarking also indicates a more conservative and therefore more sustainable distribution profile in 2024: the euro dividend per share increased, but underlying earnings grew faster, lifting dividend cover from 1.52x to 1.69x and lowering the payout ratio from 65.7% to 59.0% .

Profitability Ratio Analysis and Benchmarking
Profitability analysis shows a mixed statutory picture but a strong underlying operational one . Gross margin improved materially from 42.2% in 2023 to 45.0% in 2024, a rise of 280 basis points, reflecting easing input-cost pressure, productivity gains and a more favourable operating mix . Underlying operating margin also increased sharply from 16.7% to 18.4%, confirming that the core trading business became more efficient and that a larger proportion of sales translated into underlying operating profit . This is a strong benchmark outcome because margin expansion in consumer goods often indicates real pricing power, better purchasing discipline and improved brand support efficiency . Unilever itself linked the improvement to gross margin expansion, stronger volume growth, and a higher level of brand and marketing investment, which reached 15.5% of turnover .
However, statutory operating margin fell from 16.4% to 15.5%, net profit margin declined from 12.0% to 10.5%, ROCE slipped from 18.9% to 17.2%, and ROE dropped from 34.9% to 30.2%. Those weaker benchmarks do not necessarily contradict the positive underlying picture; instead, they show the cost of restructuring, portfolio reshaping and disposal-related charges in 2024. In other words, the company’s core engine improved, but accounting profit was held back by transition costs and non-underlying items.  . This is exactly why ratio users must benchmark statutory and underlying measures together rather than treating one set in isolation. . For directors, the important insight is that Unilever’s profitability quality improved even though reported earnings weakened, and that 2024 may therefore be better viewed as an investment-and-repositioning year than as a simple earnings setback. .


External benchmarking also supports this interpretation. Damodaran’s sector data indicates that broad consumer-product and branded-goods businesses often operate within mid-teen operating margin ranges, while peer commentary around Reckitt in 2025 shows investors remain highly sensitive to margin quality, leverage and growth visibility. Unilever’s 2024 underlying operating margin of 18.4% therefore compares favourably with many large consumer staples businesses and sits close to major peer profitability ranges, even though its statutory operating margin was lower. This suggests that Unilever’s brands, distribution scale and productivity initiatives remain financially effective. The implication for directors is that the business still possesses pricing power and cost absorption capacity, but those strengths need to be converted into cleaner statutory earnings growth in 2025 and beyond. .
Liquidity Ratio Analysis and Benchmarking
Liquidity remains the clearest area of weakness in the two-year benchmark . The current ratio was virtually unchanged at around 0.76x in both 2024 and 2023, while the acid-test ratio, although improving slightly from 0.54x to 0.56x, remained well below 1.0x. On a superficial reading, these ratios would suggest a weak short-term solvency position because current liabilities exceed current assets by a material amount. . Yet for a multinational fast-moving consumer goods business such as Unilever, low current ratios are not unusual, because the operating model benefits from rapid inventory movement, strong supplier credit, recurring cash receipts and substantial cash generation. The key benchmark issue is therefore not whether the ratio is below 1.0, but whether it is deteriorating dangerously. On that test, 2024 was stable rather than alarming. .
Even so, stable does not mean optimal . Current liabilities increased from €23.507 billion to €25.234 billion in 2024, and the group still relied heavily on supplier finance discipline and ongoing cash conversion to manage short-term obligations. . That is acceptable while brand demand, pricing power and operating cash flow remain strong; it becomes more risky if volumes soften, input costs rise again, or restructuring creates execution pressure. . Academic work on ratio analysis stresses that liquidity ratios must be interpreted alongside cash flow patterns, not as stand-alone warning signals . For Unilever, the sensible conclusion is that liquidity is manageable but packed and should therefore be monitored more actively than profitability in the next planning cycle, especially during further portfolio changes and the separation of businesses. .


Gearing Ratio Analysis and Benchmarking
The gearing position was broadly stable and marginally better in 2024. Total financial liabilities increased in absolute terms, but debt to equity eased from 1.64x to 1.60x and debt to capital moved from 62.1% to 61.6%, mainly because shareholders’ equity rose from €18.102 billion to €19.990 billion. . This means Unilever remained significantly geared, but not more highly geared than in the prior year. In a mature consumer-products group, that is not automatically problematic; leverage can enhance returns where cash flows are resilient . The more important benchmark is whether leverage is comfortably serviceable, and on that measure Unilever still looked strong in 2024 because operating profit covered net finance costs 15.6 times, despite a rise in net finance costs to €604 million. . 
The cautionary point is that interest cover fell noticeably from 20.1x in 2023 to 15.6x in 2024. . That decline does not indicate distress, but it does show lower headroom. . Higher refinancing costs, commercial paper costs and lower pension-related finance benefits were identified by management as drivers of the increase in finance costs. In benchmarking terms, the company is still comfortably within investment-grade territory, yet the direction of travel matters. . If finance costs continue rising while statutory profit remains under pressure from restructuring or disposals, gearing could become a bigger drag on reported returns. . The Board should therefore view 2024 as stable but not complacency-worthy: leverage is supportable because of operating strength, not because liquidity is abundant. .

Efficiency Ratio Analysis and Benchmarking
Efficiency ratios indicate that Unilever preserved asset productivity while modestly stretching some working-capital metrics. . Asset turnover remained almost unchanged at around 0.78x in both years, which suggests that the business generated similar revenue for each euro invested in assets despite portfolio activity and balance-sheet expansion. Inventory days, using the practical proxy available from published statements, improved marginally from 31.3 to 31.1 days, indicating stable stock discipline . Receivable days increased slightly from 35.4 to 36.1 days, which is not a serious deterioration but does suggest that some additional working-capital intensity emerged in 2024. Overall, the benchmark message is one of operational steadiness rather than dramatic improvement. .


This matters because Unilever’s strategic case for margin expansion depends partly on productivity and cash discipline. If the company can sustain higher gross margins while also preserving asset turnover and controlling working capital, then margin gains are more likely to convert into free cash flow and shareholder value . Management’s own communication around cash conversion and underlying ROIC suggests progress on exactly this front. Nevertheless, ratio analysis here has a limitation: published statement headings combine ‘trade and other’ balances, so the receivables and inventory indicators used in this report are informed approximations rather than pure textbook trade-working-capital ratios . That should be acknowledged transparently in the final submission, especially if your professor’s sheet uses more narrowly defined line items . 
Investor Ratio Analysis and Benchmarking
Investor ratios show a clearer split between statutory and underlying performance . Diluted EPS fell from €2.56 in 2023 to €2.29 in 2024, mirroring the decline in reported profit attributable to shareholders. By contrast, underlying diluted EPS increased from €2.60 to €2.98, which is a strong benchmark improvement and aligns with management’s emphasis on better-quality growth and stronger core profitability. Dividend cover improved from 1.52x to 1.69x and the payout ratio fell from 65.7% to 59.0%, even though the quarterly dividend was raised in 2024 . This is a positive signal for directors because it means shareholder distributions became better covered by underlying earnings rather than more stretched.
For equity investors, this pattern usually conveys two messages . First, the market may remain cautious about statutory earnings volatility caused by restructuring and disposals . Second, the company’s ability to increase dividends and conduct buybacks while improving underlying EPS supports confidence in medium-term cash generation. Unilever also returned €5.8 billion to shareholders through dividends and buybacks in 2024, reinforcing the view that capital returns remain central to its investment case . From a benchmarking perspective, this is a better investor profile than 2023 in terms of earnings quality and dividend sustainability, even though the headline EPS number was weaker . 



Limitations of Ratio Analysis
Although the ratios provide useful evidence, they have important limitations . First, they simplify a highly diversified multinational into a set of averages, which can hide major differences across Beauty & Wellbeing, Personal Care, Home Care, Foods and Ice Cream.  Second, reported ratios are affected by non-underlying items, acquisitions, disposals, restructuring charges and exchange-rate movements, so year-on-year changes may reflect accounting events as much as operating reality . Third, for some efficiency measures the published statements group trade and other balances together, meaning the calculations here necessarily use proxies. Fourth, ratio analysis is backward-looking; it explains what happened in 2023 and 2024, but not automatically what will happen after the Ice Cream separation or future portfolio changes . Fifth, international comparisons are limited because different companies use different non-GAAP disclosures and segment mixes. .
A further limitation is that strong profitability ratios can coexist with weak liquidity ratios, as seen here. That does not make either set of ratios wrong; it shows that ratio families answer different questions . For Unilever, profitability and dividend cover improved on an underlying basis, while liquidity stayed tight and statutory earnings weakened . Therefore, directors should use ratios as part of a wider financial management framework that also includes segment analysis, cash-flow forecasting, inflation monitoring, capital-allocation review and market benchmarking. Used that way, ratio analysis remains highly valuable; used alone, it risks overstatement and false certainty .

Business Report to the Directors of Westwood Plc
This report evaluates three mutually comparable four-year investment opportunities available to Westwood Plc: expanding the retail outlet, developing internet sales, and producing wooden and Roman blinds. The purpose is to determine whether the company should proceed with any of the proposals or seek alternative opportunities. The analysis uses the net present value method as the primary appraisal tool at a 6% cost of capital, incorporates tax at 25%, includes capital allowances at 20% on a straight-line basis, estimates the internal rate of return for the recommended option, considers the role of non-discounting techniques, and evaluates the optimal investment mix where funds are rationed to £2.5 million and projects are divisible. The report concludes by assessing the main financing sources available for the recommended programme. The theoretical preference for NPV over other methods is well established in finance because NPV measures absolute shareholder value created after allowing for the time value of money and the cost of capital.
Methodology and After-Tax Cash Flows
The given annual cash flows are treated as pre-tax operating cash inflows arising in the year in which they occur. Since corporation tax is 25% and capital allowances are 20% of initial cost on a straight-line basis, the annual tax-adjusted cash flow for each project is calculated as: after-tax operating cash flow plus tax relief on annual capital allowances. Therefore, annual after-tax cash flow = cash inflow × 0.75 + annual capital allowance × 0.25. Annual capital allowances are £120,000 for Project A, £200,000 for Project B and £320,000 for Project C. This gives annual tax shields of £30,000, £50,000 and £80,000 respectively. The discount factors at 6% for years 1 to 4 are 0.9434, 0.8900, 0.8396 and 0.7921. NPV is then calculated as the sum of discounted after-tax inflows less initial investment. This treatment is consistent with the standard corporate-finance principle that investment decisions should be evaluated using incremental after-tax cash flows rather than accounting profit.
NPV Calculations
Project A: Expand retail outlet to include all products
Annual capital allowance = 20% × £600,000 = £120,000.
Annual tax shield = 25% × £120,000 = £30,000.
After-tax cash flows:
Year 1 = £200,000 × 0.75 + £30,000 = £180,000
Year 2 = £400,000 × 0.75 + £30,000 = £330,000
Year 3 = £500,000 × 0.75 + £30,000 = £405,000
Year 4 = £700,000 × 0.75 + £30,000 = £555,000
Present values:
Year 1 = 180,000 × 0.9434 = 169,812
Year 2 = 330,000 × 0.8900 = 293,700
Year 3 = 405,000 × 0.8396 = 340,038
Year 4 = 555,000 × 0.7921 = 439,616
Total PV of inflows = £1,243,166
Less initial investment = £600,000
NPV = £643,16
Project B: Develop internet sales
Annual capital allowance = 20% × £1,000,000 = £200,000.
Annual tax shield = 25% × £200,000 = £50,000.
After-tax cash flows:
Year 1 = £400,000 × 0.75 + £50,000 = £350,000
Year 2 = £450,000 × 0.75 + £50,000 = £387,500
Year 3 = £720,000 × 0.75 + £50,000 = £590,000
Year 4 = £980,000 × 0.75 + £50,000 = £785,000
Present values:
Year 1 = 350,000 × 0.9434 = 330,190
Year 2 = 387,500 × 0.8900 = 344,875
Year 3 = 590,000 × 0.8396 = 495,364
Year 4 = 785,000 × 0.7921 = 621,799
Total PV of inflows = £1,792,228
Less initial investment = £1,000,000
NPV = £792,228
Project C: Produce wooden blinds and Roman blinds
Annual capital allowance = 20% × £1,600,000 = £320,000.
Annual tax shield = 25% × £320,000 = £80,000.
After-tax cash flows:
Year 1 = £450,000 × 0.75 + £80,000 = £417,500
Year 2 = £700,000 × 0.75 + £80,000 = £605,000
Year 3 = £900,000 × 0.75 + £80,000 = £755,000
Year 4 = £1,200,000 × 0.75 + £80,000 = £980,000
Present values:
Year 1 = 417,500 × 0.9434 = 393,370
Year 2 = 605,000 × 0.8900 = 538,450
Year 3 = 755,000 × 0.8396 = 633,898
Year 4 = 980,000 × 0.7921 = 776,258
Total PV of inflows = £2,342,476
Less initial investment = £1,600,000
NPV = £742,476
All three projects produce positive NPVs, meaning all three would add value if capital were freely available and the forecasts were reliable. Ranking by NPV gives Project B first, Project C second and Project A third. The best single project is therefore Project B because it creates the largest absolute increase in shareholder wealth at the given 6% cost of capital. This is the correct criterion for mutually comparable value-based decision-making because NPV measures pounds of wealth created rather than percentage return alone.
NPV Analysis
Westwood Plc should undertake Project B, the development of internet sales, if it intends to select one project only. Although Project C generates larger total cash inflows, its higher initial investment means it creates less present value than Project B after adjusting for cost of capital and tax. Project A has the lowest investment requirement and the highest value created per pound invested, but it does not create the highest absolute NPV. Since the objective of corporate finance is to maximise shareholder wealth, Project B is the most attractive stand-alone option. It generates an NPV of approximately £792,000 compared with around £742,000 for Project C and £643,000 for Project A. The Board should therefore proceed with Project B unless strategic, operational or risk considerations materially change the qualitative assessment.
Approximate IRR of Project
The approximate internal rate of return for Project B is about 32.1%. This can be obtained either by iterative calculation or by interpolation between discount rates that produce positive and negative NPVs. Since the NPV at 6% is strongly positive and falls toward zero only at a much higher rate, the project clearly earns well above the company’s 6% cost of capital. An IRR of roughly 32% means the project’s expected annualised return substantially exceeds the required return, confirming the acceptability of Project B. However, the IRR should be used as a supporting indicator rather than the main decision rule. Percentage returns can be attractive but still misleading where projects differ in size, duration or timing of cash flows, which is why Project B is recommended primarily because of its superior NPV, not simply because it has a high IRR.
Why NPV Is the Best Method
The theoretical arguments for choosing NPV as the best investment appraisal method are strong. First, NPV recognises the time value of money by discounting future cash flows to their present value. Second, it uses all relevant project cash flows rather than focusing only on early recovery. Third, it incorporates risk through the discount rate, linking investment analysis to the firm’s opportunity cost of capital. Fourth, NPV gives a direct measure of value added in monetary terms, making it fully consistent with shareholder wealth maximisation. Fifth, when projects are mutually exclusive, NPV gives the correct ranking where IRR and other methods may conflict because NPV favours the project that adds the most wealth, not merely the highest percentage return. These properties explain why modern corporate-finance theory treats NPV as the primary decision criterion.
The superiority of NPV becomes especially clear when projects differ in scale, as here. Project A may deliver the highest return per pound invested, and Project B may have a slightly lower percentage yield than Project A, but Project B creates more absolute value. Since shareholders benefit from value creation in pounds, not merely percentages, the Board should use NPV as the principal ranking tool. Academic discussion of the NPV–IRR debate repeatedly concludes that NPV dominates where ranking conflicts arise, especially under mutually exclusive choice, unconventional timing patterns, or differing investment size. Therefore, management should view IRR as a supplementary communication device, useful for intuitive interpretation, but not as the final arbiter of project choice.

Why Non-Discounting Methods Remain Popular
Despite the theoretical superiority of NPV, non-discounting methods such as payback period and accounting rate of return remain popular among managers. One reason is simplicity: they are easy to calculate, easy to explain and easy to compare across projects. A second reason is liquidity concern; managers often like payback because it shows how quickly cash is recovered, which matters in uncertain or constrained environments. A third reason is behavioural: decision makers may prefer familiar and intuitive tools, especially where data quality is weak or where they want a quick first screen before applying more sophisticated appraisal methods. A fourth reason is organisational practice, as some firms continue to use these methods because they are embedded in internal approval systems. 
However, their popularity does not make them better. Payback ignores value created after the cutoff period and, in its simple form, ignores discounting altogether. Accounting rate of return depends on accounting profits rather than cash flows and can therefore be distorted by depreciation policies and non-cash items. These weaknesses mean such methods are best used as secondary tools, for example to assess liquidity risk or managerial preference for early cash recovery, while NPV remains the main basis for final approval. In practice, many companies use a combination: NPV for value, IRR for communication, and payback for liquidity awareness. That blended approach is acceptable as long as NPV still drives the final decision.
Other Factors Before the Final Investment Decision
Before final approval, Westwood Plc should consider several qualitative and strategic factors beyond the numerical appraisal. First, forecast reliability matters: internet sales may have stronger upside but also greater uncertainty in customer acquisition costs, fulfilment capability and competitive pricing pressure. Second, strategic fit is critical: if the firm’s existing strengths are store operations or product craftsmanship, certain projects may be easier to execute successfully than others. Third, operational capability must be assessed, including technology readiness, supplier capacity, staff skills and management attention. Fourth, the Board should consider risk concentration: the blinds project may involve higher capital commitment and more manufacturing complexity, while internet expansion may expose the business to cybersecurity, returns management and digital marketing volatility. Fifth, flexibility has value; projects that create options for later expansion may be strategically preferable even if headline NPV differences are moderate. 
Environmental shifts should also be considered. Consumer demand, competitor reaction, logistics costs, inflation, taxation and financing conditions can all alter realised returns. The Board should therefore complement the base-case NPV with sensitivity analysis on sales volume, price, margin and terminal assumptions. Management should also test downside scenarios, because a project with the highest expected NPV is not automatically the best if its risk-adjusted downside is materially worse than alternatives. For Westwood Plc, Project B remains the strongest recommendation on the evidence given, but implementation should still be conditional on realistic stress testing and operational readiness.
Capital Rationing: Optimal Investment Policy with £2.5 Million and Divisible Projects
Where total funds are limited to £2.5 million and projects are divisible, the correct approach is to rank projects by profitability index (PI), which is the present value of inflows divided by initial investment. The PIs are:
Project A = 1,243,166 / 600,000 = 2.072
Project B = 1,792,228 / 1,000,000 = 1.792
Project C = 2,342,476 / 1,600,000 = 1.464
Ranking by PI therefore gives A first, B second and C third. With £2.5 million available, the optimal divisible investment policy is to invest fully in Project A (£600,000), fully in Project B (£1,000,000), and the remaining £900,000 in Project C. Since Project C costs £1.6 million in total, this means undertaking 56.25% of Project C. The resulting NPV equals full NPV of A plus full NPV of B plus 56.25% of the NPV of C:
NPV from A = £643,166
NPV from B = £792,228
NPV from 56.25% of C = 0.5625 × 742,476 = £417,643
Total NPV under optimal capital rationing = £1,853,037
This is the best policy under divisible capital rationing because scarce funds are allocated first to the project with the highest NPV per pound invested.
Financing the Proposed Investment Programme
The proposed investment programme could be financed through retained earnings, bank borrowing, overdraft or revolving credit, term loans, new equity, leasing or asset-based finance, and potentially a hybrid combination. Retained earnings are usually the cheapest and most flexible source because they avoid flotation costs, dilution and restrictive lender covenants. They are also a strong signal that management can fund growth internally. The disadvantage is opportunity cost: using internal cash reduces liquidity reserves and may constrain other strategic options. Bank debt is attractive because interest is tax-deductible and ownership is not diluted. It can be especially suitable for projects with reasonably predictable cash flows, such as retail expansion or online platform development. Its disadvantages are fixed repayment obligations, covenant restrictions and refinancing risk if trading weakens. 
New equity is appropriate where the Board wants to preserve debt capacity or where project risk is too high for heavy borrowing. Equity has no mandatory repayment and strengthens the balance sheet, but it dilutes existing shareholders and may be more expensive than debt because investors require higher returns. Leasing or asset-based finance can be useful where a large part of project expenditure relates to equipment, IT systems or logistics infrastructure; this may reduce upfront cash pressure and match financing with asset usage, though total long-run cost may be higher. For Westwood Plc, the best financing choice would likely be a balanced mix: retained earnings as the core source, supplemented by medium-term bank debt for part of the programme. This would preserve ownership, exploit the tax advantage of debt, and avoid over-stretching short-term liquidity. If the firm adopts the capital-rationed optimum portfolio, a staged financing plan tied to project milestones would further reduce execution risk.
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