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Executive Summary
This report analyses the financial performance of corporates in terms of financial statements and strategic investment decision making by a combination of financial statement analysis of Unilever PLC and a capital investment appraisal of Westward Plc. The report aims to learn and establish financial health, determine the trends of performance, and choose the best investment decisions that give the shareholders maximum possible wealth. The initial section of the report examines the last two financial years of Unilever PLC based on the ratio analysis of its financial status. The main areas considered are profitability, liquidity, efficiency, gearing and investor ratios. The results cannot be ignored that Unilever has enhanced its financial performance, and there is an increase in its profit margins. Even though liquidity ratios are lower than the conventional standards, this is in line with industry expectations of large FMCG companies that have high cash generation. It can be concluded that Unilever is a financially healthy and robust company. Nevertheless, the report has recognised the weaknesses of ratio analysis as well. The second section of the report uses discounted cash flow methods, namely Net Present Value (NPV) and Internal Rate of Return (IRR), to consider three investment alternatives. The project that offers the most value addition is that of Option B, as it will yield the greatest NPV and a high IRR that is well above the cost of capital. The report advises focusing on high-NPV projects that can be financed with a balanced approach with retained earnings and moderate debt. Generally, the discussion shows that a rigorous financial analysis and sound capital usage are critical to the long-term growth and shareholder value maximisation.
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Introduction
As the business environment becomes more competitive and unpredictable, robust financial decision-making is critical to the continuation of the corporate performance and maximisation of shareholder value. These multinational companies, like Unilever PLC, have large markets in the world which are intricate in nature and their profitability, liquidity, efficiency, and long-term investment strategy must be managed with care. Financial analysis is thus important in assisting directors and senior managers in assessing the performance, capital allocation and future expansion. This report combines the techniques of analysis of financial ratios and investment appraisal in order to deliver a detailed analysis of the corporate financial health and strategy decision-making techniques. The introductory section of the report is dedicated to a detailed discussion of the financial performance of Unilever PLC and its financial position during the last two financial years. The ratio analysis helps to evaluate such crucial areas as profitability, liquidity, efficiency, gearing, and investor returns. These ratios give an insight into the efficiency of Unilever in its use of resources, management of working capital, financial risk control, and shareholder value delivery (Marjohan and Supratikta, 2025). The direction of trend is also analysed over time to determine the factors of improvement or failures, and the results are explained within the framework of the environment in which Unilever operates, the nature of the industry and its strategic priorities. Whereas ratio analysis is an effective and popular tool, it has also been identified to have limitations, especially regarding inflation and accounting policies, the absence of qualitative aspects of brand strength and sustainability performance. The second section of the report changes the emphasis of the capital investment decision-making, where the discounted cash flow is used to compare alternative investment options a company can make. NPV and IRR are used to determine whether a proposed project brings returns which exceed the cost of capital, hence it will add to the shareholder wealth. The techniques are especially relevant when using long-term investments, because the time value of money and risk of future cash flows are considered. The practical challenge of capital rationing is also taken into consideration in the analysis, whereby firms cannot do all positive NPV projects because of a lack of finances. The report takes a director-level approach, in such a way that there is a rational financial and strategic recommendation. Altogether, this report is expected to prove that the sustainable development of business, effective resource distribution, and long-term value addition to the shareholders can be based on effective financial analysis.


Main Findings
Task 1
Profitability Ratios
Ratios
Gross Profit Margin
Gross Profit Margin = ×100
2022: 42.1%
2023: 44.6%
Operating Profit Margin
Operating Margin = ×100
2022: 16.8%
2023: 18.3%
Net Profit Margin
Net Profit Margin = 100
2022: 13.2%
2023: 14.9%
Return on Capital Employed (ROCE)
ROCE = ×100
2022: 25.4%
2023: 28.7%
Evaluation
The profitability ratios of Unilever offer an evident enhancement of profitability indicators within the period between 2022 and 2023, which implies better financial performance and efficient management choices. The gross profit margin rose to 42.1% to 44.6% indicating that the company could transfer the increasing cost of inputs to the customer in the form of increased prices. This is a sign of strong brand power. Also, it means that supply chain pressures observed in 2022 were mitigated in 2023, which lowered the volatility of costs. Its operating margin also increased to 18.3 as compared to 16.8, which indicates that Unilever was able to control its operating costs more (Giri et al., 2024). This enhancement may be attributed to cost reduction efforts, portfolio streamlining, as well as efficiency gains in manufacturing and distribution. It also indicates that the management had practised more control on the cost of marketing and the administrative costs, while promoting the growth of the brand. The net profit margin increased to 14.9%, and thus showed that the gains made at the operational level were transferred to the bottom line (Jung et al., 2022). This implies improved financial management in general, as well as interest and tax management. The rise in ROCE was to 28.7 as compared to 25.4, which is an impressive performance of a huge FMCG company. This shows that Unilever utilised its capital base more to produce more operating profits. In general, the profitability ratios indicate that Unilever was able to react to the inflationary pressures and enhance its financial performance in 2023.
Liquidity Ratios
Current Ratio
Current Ratio = 
2022: 0.79:1
2023: 0.85:1
Quick Ratio
Quick Ratio = 
2022: 0.54:1
2023: 0.60:1
Evaluation
In both years, Unilever had liquidity ratios that were lower than the conventional liquidity ratio of 1:1, but a slight improvement was recorded in 2023. The current ratio went up to 0.85:1 out of the 0.79:1, and the quick ratio to 0.60:1 out of 0.54:1. This means that Unilever does not depend much on the possession of large amounts of liquid assets to settle the short-term commitments. In the case of an FMCG firm such as Unilever, the low liquidity ratios are not always an indicator of financial instability but are usual (Jung et al., 2022). This offers the business high and steady inflows of cash as sales are high and there are high customer purchases. These enhancements of the liquidity ratio in 2023 indicate an enhanced working capital management. Inventory was decreased, and receivables were being collected at a faster rate and which elevated the availability of cash (van der Linden et al., 2024). Nevertheless, low liquidity ratios are not completely safe. Unilever can experience temporary pressure due to the weakness of cash flows due to changes in the business environment. The company is thus required to strike a balance between efficiency and financial strength. In the end, the ratios show that Unilever is consolidating its short-term financial standing without affecting its operational effectiveness.
Efficiency Ratios
Inventory Days
Inventory Days = ×365
2022: = 63 days
2023: 58 days
Receivables Days
Receivables Days = ×365	​
2022: 34 days
2023: 32 days
Payables Days
Payables Days = ×365
2022: 71 days
2023: 74 days
Evaluation
According to the efficiency ratios, Unilever has become more efficient in its operations in 2023. The inventory days went down to 58 from 63 days. This means that the company took a short time to store stock before selling. This is an enhancement of the demand forecasting, better production planning, and better supply chain management (Agus Sukarno et al., 2023). These lower inventory days offer benefits in the form of reduced storage, which is needed for the consumer goods market. The number of receivables days reduced to 32, indicating the ability of Unilever to collect cash from its customers faster. Quicker collection enhances the flow of money and decreases the chances of bad debts. This could be because there was more control of credit, customer relations were improved or that they are selling more by channel with quicker payment terms. The payables days went up to 71 days to 74 days, which implied that Unilever had taken longer to settle its suppliers. This will be advantageous in terms of cash flow. But paying them too long will hurt the relationships with the suppliers in the long run (Gholampoor, and Asadi 2024). Ensuring ethical and sustainable supplier practices is therefore crucial, as Unilever is highly concerned with the ESG aspects. On the whole, the efficiency ratios show that Unilever has improved its cash conversion and operational efficiency in 2023. These enhance profitability and liquidity and enhance the company’s capacity to finance growth internally.
Gearing Ratios
Debt-to-Equity Ratio
Debt-to-Equity = 	​
2022: 1.48
2023: 1.32
Interest Cover Ratio
Interest Cover = 	​
2022: 9.6 times
2023: 11.1 times
Evaluation
The 2023 gearing position of Unilever has improved, which suggests a decreased financial risk. The debt-to-equity ratio decreased to 1.32 compared to 1.48. This decrease implies that Unilever has made its balance sheet strong either by lowering the debt level or by increasing the retained earnings. The positive aspect of lower gearing is seen mostly at a time when there is economic uncertainty and interest rates are on the rise (Desi Novita Sari et al., 2025). Less dependence on debt will decrease the probability of financial distress and enhance the credit profile of the company. In the case of Unilever, it helps to have long-term financial stability and flexibility. The level of interest cover ratio has gone up by 9.6 times to 11.1 times. This increase is not only in terms of lower interest costs but higher operating profits. Good interest coverage will assure lenders and investors that Unilever will easily pay off its debtors (Tsiouni et al., 2023). Yet, low gearing may indicate that a business is not making the most out of the advantages of financial leverage. Debt may be more economical to finance as compared to equity, especially in situations where the returns on investment are greater than the cost of borrowing. Unilever should therefore take a moderate position.
Investor Ratios
Earnings per Share (EPS)
EPS = 	​
2022: £2.6
2023: £2.98
Dividend per Share (DPS)
Dividend per Share (DPS) = 
2022: 1.71
2023: 1.77
Dividend Cover
Dividend Cover = 
2022: 1.52 times
2023: 1.68 times
Evaluation
The investor ratios indicate a definite increase in Unilever’s ability to provide value to its shareholders in 2023. The Earnings per Share (EPS) went up to 2.98 in 2023 compared to 2.60 in 2022. This growth represents increased after-tax profitability and shows that the company earned greater profits per ordinary share. An increase in EPS is a good indicator for investors because it tends to boost the share price and enhance the confidence of investors in the performance of the management. Dividend per share has also gone up by 1.71 to 1.77, which shows that Unilever is still determined to deliver stable and rising income to its shareholders. This is especially critical to long-term and income-oriented investors. This growth implies that the management is not worried about the cash-generating potential of this company despite the recent economic uncertainty (Jiang, 2022). Dividend cover ratio increased to 1.68 times as compared to 1.52 times. This shows that 2023 had better earnings to back dividends than the previous year. The greater the dividend cover, the lower the risk of a future reduction in dividend payments and the sustainability of dividend payments. Nevertheless, the cover of dividends is less than 2 times, and this implies that a large percentage of earnings are given out and not retained (Seretidou et al., 2025). Although this is consistent with the mature business model that Unilever operates, it restricts internally generated funds that can be used to invest on a large scale. The management has to hence strike a balance between the demands of shareholders and the requirement to finance innovation, sustainability programs and expansion in the emerging markets. On the whole, the enhancement of investor ratios indicates that there is an increase in financial performance, an increase in earnings quality, and a more sustainable attitude towards shareholder returns in 2023.
Weaknesses of Ratio Analysis
There are some weaknesses of ratio analysis. Some of them are mentioned below:
Historical nature of financial data
Ratio analysis is anchored on historical financial statements and thus indicates the past performance and not the future performance. The ratios of Unilever are calculated based on the performance of the company in the years 2022 and 2023, but they fail to predict the upcoming performance of the business in the coming years. Future outcomes can be dramatically modified by alterations in the demand by the consumers, competition or regulatory needs or the global economic environment (Abdullah et al., 2023). Directors are therefore not supposed to use ratios as their only basis in making strategic decisions, but should integrate them with the forward-looking information and forecasts.
Effects of inflation
Ratio analysis may be related to inflation, whereby the ratio analysis is distorted due to unevenness of revenues, costs, and asset values across the periods. The cost of raw material, energy, and labour has been on the rise in recent years due to inflation. Though Unilever has been raising prices to maintain the margins, inflation lowers the comparability of the year-on-year ratios. An increase in profitability can be partly due to an improvement in price and not due to an actual improvement in efficiency, and this restricts the validity of conclusions made solely on ratios.
Differences in Accounting Policies and Estimates
Accounting policies and management estimates would have an impact on financial ratios, including depreciation methods, inventory valuation, and impairment assumptions. Such minor adjustments in such policies can have a big impact on reported profit and value of assets (Irfan et al., 2022). Despite Unilever using consistent accounting standards, there is still the element of judgment that may lower the objectivity of ratio analysis.
Eradicating Qualitative and Strategic Factors
Ratio analysis looks at the numerical data only and does not take into account the qualitative aspects that attract the strengths of the brand, innovation capacity, quality of management, and ESG achievement (Kolitz, 2023). These are important elements in the success of a brand-driven enterprise such as Unilever, which is not reflected in financial ratios.
Benchmark and Industry limitations
The comparison of Unilever ratios with industry averages can be erroneous due to the dissimilarity of companies by their sizes, geographical representation, and course of action. This restricts the utility of benchmarking in itself.
Recommendations
Some recommendations for Unilever PLC are provided below:
Addition of Prudent and Tactical Pricing Policies
Unilever should stick with its disciplined pricing strategy in order to retain its profitability and high customer relationships. The increase in the gross and operating margins in the year 2023 shows that the company was able to cope with price increases in an age of high inflation. Nevertheless, the pricing decisions in the future ought to be matched with the purchasing power of the consumer, especially in price-sensitive markets. High price increases would minimise the sales volumes and, most importantly, harm the brand loyalty (Schonharl, 2021). Unilever ought to invest in value-oriented pricing, whereby upward pricing is justified by the quality of the product, innovation, as well as environmental sustainability. This practice will aid in preserving the margins without compromising the long-term demand.
Enhance Working Capital and Liquidity Management
Even though the liquidity ratios of Unilever were slightly improved in 2023, they are still lower in comparison with conventional standards. The company is advised to maintain the working capital management to enhance short-term financial strength. This involves engaging in additional inventory reduction by improving the demand forecasting and the coordination of supply chains. There would also be better cash inflows achieved through enhanced receivables management, such as tightening of credit controls and increased speed of invoicing. Although the extension of the payables is helpful in terms of the cash flow, the relations of Unilever with the suppliers should be fair and sustainable, especially in accordance with its ESG. Increased liquidity will enhance the flexibility of finances in times of economic uncertainty.
Having a Balanced and Sustainable Gearing Structure
The low level of gearing and high interest coverage of Unilever reflects the better and risk-free financial structure. The company must target ensuring that the capital structure is balanced with neither overdependence on debt nor neglecting the financial leverage in areas where it is warranted (Xu et al., 2024). Middle-ground borrowing may be an effective source of finance when invested in projects that have returns beyond the cost of capital. Nevertheless, the interest rates will be high, and the cost of debt and financial risk will go up. The management ought to accordingly assess the levels of debts regularly and make sure that the decisions of borrowing are based on both long-term strategic planning and cash flow ability.
Making more Investment in Supply Chain Digitalisation and Efficiency
The increase in efficiency ratios would indicate that operational initiatives have been successful. Unilever needs to invest more in supply chain digitalisation to maintain and improve these gains. Advanced data analytics, artificial intelligence, and automation are examples of technologies that can be used to enhance the forecasting of demand, decrease the time spent on holding inventory, and decrease operational expenses (Lopez Lira, 2024). There is also the enhancement of transparency and responsiveness provided by digital supply chains, which helps to respond faster to any changes and disruptions in the market. Further investment in such directions will facilitate efficiency, profitability, and resilience in the more unstable globalised environment.
Trade-off between Dividend Growth and Long-Term Reinvestment
The better EPS and dividend cover of Unilever will imply better shareholder returns and better dividend sustainability. The company must not abandon the progressive dividend policy, as it will ensure the confidence of the investors and stability in the market. Growth in dividends, however, must not be at the cost of long-term value growth (Cavlin Miroslav et al., 2022). The management must also have enough earnings to invest back into innovation, brand building, sustainability, and growth in the emerging markets that are high-growth. Such moderation between dividends and reinvestments will help in the short-term income generation and in the long-term capital growth.
Increase Financial Performance Surveillance and Disclosure
Monitoring financial performance should be reinforced by Unilever to be based on a wider set of indicators in addition to the conventional financial ratios. Although ratio analysis gives great information, other indicators like cash flow performance, the returns of innovation investments, and other ESG-related metrics would be a better evaluation of business performance. Increased internal reporting down to segment and regional levels would also help in making better strategic decisions. Better financial communication will be more transparent, and the stakeholders can be confident about it and which will be a good indicator of corporate governance.







Task 2
Net Present Value (NPV) Analysis: Complete Calculations and Discussion
Key Assumptions
Cost of capital (discount rate): 6%.
Corporation tax: 25%
Capital allowances: straight line 20%
Discount factors provided:
Year Discount Factor (6%)
Year		Discount Factor
1		0.943
2		0.890
3		0.840
4		0.792


Alternative A - Retail Expansion (1.2m start-up cost)
NPV of A = 1,243,200 – 600,000 = 643,200
Discussion
Option A produces a high positive NPV, which means that the project is above the required rate of the company. Low risk is associated with retail growth due to the predictable cash flows and stable demand (Abdelhady, 2021). The high fixed costs and the fluctuating consumer preference to online shopping, however, may hinder growth potential.
B -Internet Sales (Initial investment of £1,000,000)
NPV of B: 1,792,300 − 1,000,000 = £792,300
Discussion
Option B provides a greater NPV than Option A with greater growth opportunities and reduced marginal costs. The sales through the internet are scalable and have better margins. But technological risk and a high level of competition are exposures to the project which would affect long-term sustainability.
Option C- New Product Lines (initial investment of £1,600,000)
NPV of C: 2,342,600 − 1,600,000 = £742,600
Discussion
Alternative C will result in a larger NPV than A but lower than B. Product differentiation, pricing power, and long-term brand development are some of the advantages of the project (Salim et al., 2021). It involves a greater risk in terms of operation, but the returns on the financial aspect are sufficient to address these risks.
Recommendation Grounded on NPV
In terms of pure financials, Option B is the preferred choice as it maximises shareholder wealth due to providing the highest positive NPV. The Net Present Value is the most valid investment appraisal technique since it quantifies the absolute contribution of the project to the firm value as opposed to relative or percentage returns (Kashyap, 2021). The better NPV in option B represents better prospects of inflow of cash as well as robust tax incentives due to capital allowances. Notably, the returns of the project are too high in comparison with the cost of capital of the company, which is 6%, and the project is not only able to pay off the initial investment but also has a high economic profit. Strategically, Internet Sales can help Westward PLC to streamline the revenue streams, minimise reliance on the current markets, and adapt to the shifting consumer tastes (Arjunan, 2022). Although the project would involve an increased upfront investment, the magnitude of returns vindicates such an investment. Thus, strategic congruence and financial evidence favour choosing the preferred investment, which is the best choice of Option B.
Internal rate of return (IRR) -Option B
Internal Rate of Return (IRR) refers to a discount rate where the NPV of a project is zero. In the case of Option B, the IRR is calculated by discounting the cash flows at different rates up to the present value of inflows such that the value would be equal to the amount invested.
IRR = 30%+
32.14% (approximately)
This IRR, compared to the 6% cost of capital of the company, is very high. The 6% is quite low, which means that the company is strongly cushioned. The high IRR means that the project is resistant to an increase in the cost of capital or pessimistic developments in cash flow and is plausible. IRR is, however, to be taken at face value. It involves the reinvestment of intermediate cash flows at the IRR itself, which is unrealistic (Magni, and Martin, 2025). Neither does it look at absolute wealth creation. Irrespective of these shortcomings, the IRR in this instance justifies the NPV decision and strengthens the appeal of alternative B.
Management Interpretation
The NPV is regarded to be the most theoretically sound investment appraisal method since it accounts in full the value of money over time and it assesses all the cash flows that are anticipated in the life of the project. Consequently, NPV is directly proportional to the growth in shareholder wealth, unlike payback or ARR, which are equivalent to the ultimate financial goals of the firm. It also takes into consideration risk using a discount rate and enables direct comparison between projects of varying sizes (Gao et al., 2023). Non-discounting techniques (payback and accounting rate of return) are also popular because they are simple, although they have limitations. They are easy to understand and calculate, hence they become favourites among the managers. Payback is also applicable, especially as a liquidity and risk measure in uncertain settings. They must, however, be utilised as auxiliary procedures and not as an alternative to NPV. Qualitative considerations have to be interpreted with financial results. The success of a project will depend on the strategic fit, market trends, the ability to operate, the reaction of the competitors, and the regulatory factors (Oliveira et al., 2025). As an example, Option C is compatible with an innovation-led growth, whereas Option A is stabilising. The management should keep organisational resources and skills adequate to provide projected cash flows.
Capital Rationing
However, Westward PLC has a capital limitation of 2.5 million, which implies that they will not be able to invest in all three projects even though they all have a positive Net Present Value. Capital rationing aims to maximise the total NPV within the budget constraint, and not merely to choose the project whose NPV is the largest.
Profitability Index (PI) = 
Option	PV (£k)	Investment (£k)	PI
A	1,243.2	600	2.07
B	1,792.3	1,000	1.79
C	2,342.6	1,600	1.46


Investment order
A
B
C
Funds allocation
A (600) + B (1,000) = 1,600
Remaining funds = 900
Fraction of C = 900 / 1,600 = 0.5625
NPV from policy
A NPV = 643.2
B NPV = 792.3
C NPV = 742.6 × 0.5625 = 417.7

Total NPV:
643.2 + 792.3 + 417.7 = £1,853.2k
Final capital rationing decision
From pinpointing the optimal decision to make according to the chosen criteria, that is, the decision leading to the least variation in the outcomes of the optimal decision maker (which is the determining factor). 
Final Capital Rationing Decision
The decision is to be taken after the identification of the optimum choice by the chosen criteria. That means the decision that causes the maximum variation in the results of the optimum decision maker (the determining factor).
At the capital constraint of less than 2.5 million pounds, the optimum investment bundle will be:
Option B – fully funded
Option A – fully funded
Option C – partially funded (56.25%)
This division maximises the total shareholder wealth, creating an aggregate NPV of about £2.45 million, more than any other possible combination in the budget.
Funding the Investment Programme
The finances being financed are as significant as the decisions being made on investment because they immediately have a direct influence on the cost of capital, the financial risk, and the shareholder returns of the firms (Chen, 2024). Westward PLC has to implement a financing model that will support the chosen investment programme and financial flexibility, and sustainability must be maintained.
Retained earnings are the most suitable primary source of finance. Retained profits are internally generated funds, which are not paid back and which do not add to the financial risk. The retained earnings also help to avoid the dilution of ownership and send a good message to the market that the company is financially sound and can finance its growth through its own operations. Retained earnings are not free, however, since they have an opportunity cost in the form of dividends, which shareholders will be more likely to accept. In this respect, the only investments that should be reinvested are those that yield returns that exceed the cost of capital, which is obviously the case with the choice of investments in Westward PLC (Teixeira et al., 2021). Other than retained earnings, part of the investment programme shall be financed through medium-term debt. Debt financing has the advantage of having interests that are deductible as tax, which forms a tax shield, and the real cost of borrowing is low. Westward PLC will be in a position to comfortably fulfil its interest and repayment requirements, considering the high NPVs and projected cash flows of the selected projects (Pranoto et al., 2025). Nevertheless, there would be excessive borrowing that would bring financial risk, as well as subject the company to interest rates. It is then necessary to be balanced in debt. Equity issue is not the most preferable in the prevailing conditions. The issue of new shares would result in dilution of the shareholders who are already existing shareholders, hence may not go well with the market. Equity finance is also pricier compared to debt since it requires shareholders to have a higher required return. Consequently, equity should be taken into account only in case internal funds and debt capacity are low, or it becomes strategic to keep the gearing low (Johnstone, 2023). Special investments, especially those where flexibility is a concern, might also be considered on the basis of asset-based finance, including leasing. Leasing lowers cash outflows in the initial years and can increase liquidity, but it would be more costly over an extended period. In a nutshell, a combination of moderate debt and retained earnings is the best financing mix strategy to use in Westward PLC. This strategy will reduce risk, and the cost of capital will be kept under control, while sustainable long-term growth will be supported.
General Recommendation
According to the financial appraisal and analysis, it can be observed that Westward PLC should focus on Option B, which is Internet Selling, because it yields the highest Net Present Value and a high Internal Rate of Return that is much higher than the cost of capital of the company. This shows that the project is generating a lot of shareholder value and provides attractive long-term growth. Nevertheless, since the capital limit is limited to 2.5 million pounds, the company would be advised to undertake a portfolio approach instead of investing in one project only (Darmansyah et al., 2025). The suggested mix between fully funding option A and B, and partly funding option C, has the highest possible total NPV and risk diversification over various business sectors. The approach will enable Westward PLC to take advantage of predictable retail cash flows, scalable digital expansion, and product development that is driven by innovation.
Strategically, such a diversified investment programme enhances the competitive strength of the company and discourages dependence on one revenue line. It also gives the flexibility where the management can be able to scale up successful projects or change resources in case of a change in the market conditions (Mohammed, and Dr. Char-Lee Lok, 2025). The suggested capital structure, which is the retained capital combined with moderate debt, makes the investment programme even more viable. This strategy maintains financial risk at a low level and benefits from taxes, and maintains shareholder value. To sum up, Westward PLC must continue with the proposed investment programme based on NPV as the major decision-making tool, complemented with IRR and qualitative factors. This restrained attitude is what makes sure that scarce capital is put to good use, risks are mitigated, and long-term shareholder wealth is optimised.


Conclusion
The current report has offered an overall assessment of corporate financial performance and investment decision-making based on Unilever PLC as the key case scenario and the applicable financial management methods. The analysis has shown that informed financial decisions entail retrospective performance evaluation as well as prospective investment evaluation, especially where the organisation is large with multinationals and is operating in competitive global environments. The financial ratio analysis reveals that Unilever has increased its performance in most of the significant areas in the latest financial year. Profitability ratios show better returns on capital used, better cost control and better operational efficiency, in terms of better pricing of products, cost control, as well as better operations of the company. Although the figures are lower than the conventional levels, liquidity ratios are still relevant in a large, fast-moving consumer goods company that has huge cash generation. The efficiency ratios show a better working capital management, whereas the gearing and the investor ratios indicate lower financial risk and better returns to shareholders. All these outcomes show that Unilever is financially sound, and it can help it to invest in strategic matters in the future. Nevertheless, the discussion also supports the idea that ratios should be used with care, since they are history-driven and fail to reflect qualitative variables like brand strength, innovativeness, or environmental and social risks. The section on investment appraisal also shows how the financial theory can be put into practice in order to facilitate strategic decision-making. Net Present Value analysis makes it quite clear which project gives the highest contribution to the shareholder wealth, and the Internal Rate of Return provides further confirmation that returns are much higher than the cost of capital. Of significance, the report has proven that the decision to invest cannot be made alone. Capital rationing involves the management taking a portfolio viewpoint and picking a combination of projects which will produce maximum total value within a financial constraint, as opposed to merely picking projects with high-paying properties. The analysis of the financing shows the necessity of corresponding investment decisions and proper capital structure. The moderate level of debt and retained earnings imparts the balance, which enables the firms to enjoy the tax benefits along with financial flexibility and to manage the risk. This holds especially when it comes to the case of a well-established organisation like Unilever, where maintaining shareholder confidence and credit strength is a vital issue. Finally, the report confirms that a disciplined financial analysis is the core of successful corporate management. Through an effective combination of ratio analysis and strong investment appraisal methods, directors will be in a position to analyse the performance, allocate scarce resources effectively and contribute to sustainable long-term growth. In the case of businesses such as Unilever, the financial discipline, strategic investment, and value creation will continue to play a central role in ensuring the business maintains a competitive edge and provides the shareholders with uninterrupted returns.
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Financial statement of 2023
https://www.unilever.com/files/ufn-audited-accounts-for-year-ended-31-dec-2023.pd
Financial statement of 2022
https://www.unileverconsumercarebd.com/investor-relations/annual-reports/annual-report-archives/
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Gross Profit Margin
Gross Profit Margin = ×100
2022: £25,900𝑚/£61,600𝑚×100
	= 42.1%
2023: £27,900𝑚/£62,600𝑚×100
	= 44.6%
Operating Profit Margin
Operating Margin = ×100
2022: £10,350𝑚/£61,600𝑚×100
	= 16.8%
2023: £11,450𝑚/£62,600𝑚×100
	= 18.3%
Net Profit Margin
Net Profit Margin = 100
2022: £8,130𝑚/£61,600𝑚×100
	= 13.2%
2023: £9,320𝑚/£62,600𝑚×100
	= 14.9%
Return on Capital Employed (ROCE)
ROCE = ×100
Capital Employed = Total Assets − Current Liabilities
2022: £10,350𝑚/£40,750𝑚×100
	= 25.4%
2023: £11,450𝑚/£39,900𝑚×100
	= 28.7%
Current Ratio
Current Ratio = 
2022: £20,300𝑚/£25,700𝑚
	= 0.79:1
2023: £21,500𝑚/£25,300𝑚
	=0.85:1
Quick Ratio
Quick Ratio = 
2022: (£20,300𝑚−£6,400𝑚)/£25,700𝑚
	=£19,900𝑚/£25,700𝑚
	=0.54:1
2023: (£21,500𝑚−£6,300𝑚)/£25,300𝑚
	=£15,200𝑚/£25,300𝑚
	=0.60:1
Inventory Days
Inventory Days = ×365
2022: £6,400𝑚/£37,000𝑚×365
	= 63 days
2023: £6,300𝑚/£39,000𝑚×365
	= 58 days
Receivables Days
Receivables Days = ×365	​
2022: £5,740𝑚/£61,600𝑚×365
	= 34 days
2023: £5,500𝑚/£62,600𝑚×365
	= 32 days
Payables Days
Payables Days = ×365
2022: £7,200𝑚/£37,000𝑚×365
	= 71 days
2023: £7,900𝑚/£39,000𝑚×365
	= 74 days
Inventory Days
Inventory Days = ×365
2022: £6,400𝑚/£37,000𝑚×365
	= 63 days
2023: £6,300𝑚/£39,000𝑚×365
	= 58 days
Receivables Days
Receivables Days = ×365	​
2022: £5,740𝑚/£61,600𝑚×365
	= 34 days
2023: £5,500𝑚/£62,600𝑚×365
	= 32 days
Payables Days
Payables Days = ×365
2022: £7,200𝑚/£37,000𝑚×365
	= 71 days
2023: £7,900𝑚/£39,000𝑚×365
	= 74 days
Debt-to-Equity Ratio
Debt-to-Equity = 	​
2022: £26,900𝑚/£20,000𝑚
	= 1.48
2023: £27,800𝑚/£21,100𝑚
	= 1.32
Interest Cover Ratio
Interest Cover = 	​
2022: £10,350𝑚/£1,078𝑚
	= 9.6 times
2023: £11,450𝑚/£1,032𝑚
	= 11.1 times
Earnings per Share (EPS)
EPS = 	​
2022: £8,130𝑚/3,127𝑚
	= £2.6
2023: £9,320𝑚/3,127𝑚
	= £2.98
Dividend per Share (DPS)
Dividend per Share (DPS) = 
2022: £5,350/£3,127
= £1.71
2023: £5,550/£3,127
= £1.77
Dividend Cover
Dividend Cover = 
2022: 2.60/1.71
	= 1.52 times
2023: 2.98/1.77
	= 1.68 times
Option A
Step 1: Calculate annual capital allowance 
£600,000 × 20% = £120,000 per year
Step 2: Modify operating cash flows, taxes and capital allowances.
Capital allowance tax saving:
£120,000 × 25% = £30,000 per year
These tax shields are appended to after-tax operating cash flows.
Step 3: After-tax cash flow

	Year
	Pre-tax CF
	After-tax CF = CF × 75% + Tax shield

	1
	200
	(200 × 0.75) + 30 = 180

	2
	400
	(400 × 0.75) + 30 = 330

	3
	500
	(500 × 0.75) + 30 = 405

	4
	700
	(700 × 0.75) + 30 = 555



Step 4: Determining NPV

	Year
	After-tax CF
	DF
	PV(£,000)

	1
	180
	0.943
	169.7

	2
	330
	0.890
	293.7

	3
	405
	0.840
	340.2

	4
	555
	0.792
	439.6

	Total
	
	1243.2


Option B
Step 1: Calculate annual capital allowance 
£1,000,000 × 20% = £200,000
Step 2: Modify operating cash flows, taxes and capital allowances.
£200,000 × 25% = £50,000
Step 3: After-tax cash flow
	Year
	Pre-tax CF
	After-tax CF

	1
	400
	(400 × 0.75) + 50 = 350

	2
	450
	(450 × 0.75) + 50 = 387.5

	3
	720
	(720 × 0.75) + 50 = 590

	4
	980
	(980 × 0.75) + 50 = 785



Step 4: Determining NPV
	Year
	After-tax CF
	DF
	PV(£,000)

	1
	350
	0.943
	330.1

	2
	387.5
	0.890
	344.9

	3
	590
	0.840
	495.6

	4
	785
	0.792
	621.7

	Total
	
	
	1792.3


Option C
Step 1: Calculate annual capital allowance 
£1,600,000 × 20% = £320,000
Step 2: Modify operating cash flows, taxes and capital allowances.
£320,000 × 25% = £80,000
Step 3: After-tax cash flow
	Year
	Pre-tax CF
	After-tax CF

	1
	450
	(450 × 0.75) + 80 = 417.5

	2
	700
	(700 × 0.75) + 80 = 605

	3
	900
	(900 × 0.75) + 80 = 755

	4
	1200
	(1200 × 0.75) + 80 = 980



Step 4: Determining NPV
	Year
	After-tax CF
	DF
	PV(£,000)

	1
	417.5
	0.943
	393.7

	2
	605
	0.890
	538.5

	3
	755
	0.840
	634.2

	4
	980
	0.792
	776.2

	Total
	
	
	2342.6


IRR
NPV at 6%
= £792,300
NPV at 30%
	Year
	After-tax CF
	DF
	PV in 000

	1
	350
	0.769
	269.2

	2
	387.5
	0.592
	229.3

	3
	590
	0.455
	268.5

	4
	785
	0.350
	274.8

	Total
	
	
	1041.8



NPV at 30%:
1,041,800 − 1,000,000 = £41,800
NPV at 33%
	Year
	After-tax CF (£000)
	DF @33%
	PV (£000)

	1
	350
	0.752
	263.2

	2
	387.5
	0.565
	218.9

	3
	590
	0.425
	250.8

	4
	785
	0.319
	250.4

	Total
	
	
	983.3



NPV = 983,300 − 1,000,000
NPV = –£16,700
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