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[bookmark: _Toc174715134]Part A). Introduction
Unilever started operation in 1929 as a result of a joint merger between Lever Brothers, the British Soap manufacturer, and Margarine Unie, the Dutch margarine manufacturer. A brief look at the life of Unilever, starting with soap and margarine and expanding into what would become one of the world's largest multinational companies involved in the production of foods and beverages as well as personal care products (Unilever, 2023). The company is managed under a category-focused value proposition model with the concepts of sustainability, innovation, and value creation for the firm and its stakeholders. Thus, this report analyses Unilever's adventitious strategy, focusing on its flexibility to meet local consumer demands, which allowed it to reach extensive coverage in various markets (Unilever, 2024a). 
 The company serves consumers through the grocery coverage point, where it sells its products in supermarkets, hypermarkets, and online store sources. Essential brands such as Body lotion and beauty bar brands like Dove, as well as soups like Knorr and tea like Lipton, among others, are sold in different price ranges since the company caters for all types of people (Unilever, 2024b). The company runs eight strategic marketing locations in four regions of the four continents, namely, the United Kingdom, the United States of America, South Korea, Singapore, India, the United Arab Emirates, France and the Netherlands (Unilever, 2024b). 
In the case of the UK, Unilever majors in FMCG and faces stiff rivalry from competitors like Johnson & Johnson (J&J) and Nestlé. These companies present a serious threat within the FMCG grouping and have broad product ranges that CUT in on Unilever (Mattinson, 2023). Over the last five years, Unilever has labelled different leadership appointments, one of which is the appointment of Judith McKenna as the independent non-executive director in March 2024, who had 27 years of working experience in Walmart. This appointment is in line with Unilever's strategy of having experienced leadership to improve the governance and satisfaction of the stakeholders (Research Tree, 2024). 
 
Nevertheless, another negatively affects Unilever is the issue of pricing because of changes in the costs of raw materials and the general economic situation. Employment structure changes have also affected the company's international activities, as last year, the Unilever Company created 161 thousand of jobs. It means that due to the implementation of policies on sustainability and the reduction of environmental impact, the development of the products has accelerated by 50%. Thus, they serve 2.5 billion times a day (Reza, 2020). 
 
The objective of this report is to analyse Unilever's financial structure based on various selected financial ratios, such as profitability, efficiency, gearing, and liquidity ratios, over the last five years. Further, it analyses the current year, as well as the average of competitors' (Nestle and J&J) key ratios, to analyse the company's financial performance and compare it to that of its peers. It also explains the PBP, NPV, and ARR investment appraisal methods and their strengths and weaknesses.
[image: ]
Figure: Other brands of Unilever
Source: https://www.unilever.com/brands/



[bookmark: _Toc174715135]Part B). Financial Performance Review
[bookmark: _Toc174715136]Calculation of key ratio
i) Profitability ratios:
A profitability ratio is a financial tool used to determine the efficiency at which the profit is made relatively to its revenue, assets, equity, or other characteristics. It measures the extent to which a company can generate profit from its sales and the extent to which it mobilizes resources (Wall Street Prep, 2024). Some of the most widely used profitability ratios include gross profit margin and net profit margin. These ratios aim at giving information on the financial performance and efficiency of operations in the company giving investors and managers information on the health of the company financially and trend in profitability (Baltova, 2023). The following evaluation reflects the profitability ratios of Unilever:
	Profitability Ratios

	Gross Profit Margin

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	Revenue
	51,839
	51,255
	45,072
	45,092
	45,604

	Gross Income
	21,895
	20,620
	19,067
	19,593
	20,072

	Gross profit Margin = Gross income / Revenue
	42.24%
	40.23%
	42.30%
	43.45%
	44.01%

	Net Profit Margin

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	Revenue
	51,839
	51,255
	45,072
	45,092
	45,604

	net income
	5,642
	6,520
	5,199
	4,961
	4,935

	Net profit margin= Net income/revenue
	10.88%
	12.72%
	11.53%
	11.00%
	10.82%


Table 1: Data extracted from financial report of Unilever
Source: Wsj.com (2024)
ii) Liquidity ratios:
A liquidity ratio is a relative comparison that seeks to assess the ability of a given business to address short-term liabilities with easily saleable or tradable assets. It provides insight into the financial status and the operational performance through the ability of utilizing the available assets to offset the existing liabilities (Indeed, 2024). Important liquidity ratios include the current ratio which is calculated as total current assets divided by total current liabilities and the quick ratio which is similar to the current ratio only inventory is deducted from current assets before the calculation is made. These ratios assist the investors and creditors to extent of comparing the financial stability of the company in the short term and need for financial distress (Ningsih and Sari, 2019). The following evaluation reflects the liquidity ratios of Unilever:
	Liquidity Ratios

	Current ratio

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	Current assets
	15,513
	16,997
	14,610
	14,462
	13,922

	Current Liabilities
	20,369
	22,560
	20,804
	18,432
	17,775

	Current Assets / Current Liabilities
	0.76
	0.75
	0.70
	0.78
	0.78

	Quick ratio

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	Current assets
	15,513
	16,997
	14,610
	14,462
	13,922

	Inventory
	4,436
	5,262
	3,932
	3,994
	3,528

	Current Liabilities
	20,369
	22,560
	20,804
	18,432
	17,775

	(Current Assets-Inventory)/Current liabilities
	0.54
	0.52
	0.51
	0.57
	0.58


Table 2: Data extracted from financial report of Unilever
Source: Wsj.com (2024)
iii) Gearing ratios:
The gearing ratio must be used to compare corporate debt to its equity and know its overall financial position. It evaluates the proportion of a firm’s total capital made up of debt and that made up of equity (IG, 2024). When the gearing ratio is high, this means that more debt financing is used and thus the financial risk is higher, especially if the company is unable to make payments towards the interest on the debt. Some important types of gearing ratios are the gearing on the one hand, indicated by the debt-to-assets ratio as well as by the equity ratio on the other hand. These ratios assist the investors and the analysts to have an understanding of its ability to take risks, and financial sustainability in the future, whether the company is capable of a vast change in its capital structure and is sensitive to changes in the economy (Kassi et al. 2019). The following evaluation reflects the gearing ratios of Unilever:
	Gearing Ratios

	Debt to assets ratio

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	Total Debt
	20,964
	24,930
	24,606
	23,619
	23,235

	Total Assets
	65,220
	69,045
	63,050
	60,561
	54,912

	Total debt/ Total assets
	0.32
	0.36
	0.39
	0.39
	0.42

	Total Equity ratio

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	Total shareholder Equity
	15,686
	16,876
	14,363
	13,665
	11,178

	Total Assets
	65,220
	69,045
	63,050
	60,561
	54,912

	Total Shareholder Equity/Total Assets
	0.24
	0.24
	0.23
	0.23
	0.20


Table 3: Data extracted from financial report of Unilever
Source: Wsj.com (2024)

iv) Efficiency ratios:
An efficiency ratio evaluates the proportion of the available resources, including the assets of the company, to the operational sales and revenues. Operational efficiency is assessed in terms of how effectively the company utilises inputs, for instance, assets or inventory to produce outputs such as sales or profits (NetSuite, 2024). Other efficiency ratios include the inventory turnover ratio which is an indication of how frequently an organization is selling and replacing inventory and the asset turnover ratio which displays the efficiency of assets in generating revenues. These ratios reveal information about the efficiency of operations, control over costs, and productivity and enables investors and management to analyse the efficiency with which the company is operating its operations (Corporate Finance Institute, 2023). The following evaluation reflects the efficiency ratios of Unilever:
	Efficiency Ratios

	Inventory Turnover Ratio

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	COGS (cost of goods sold)
	28,571
	29,164
	24,505
	23,705
	23,793

	Average inventory
	4,436
	5,262
	3,932
	3,994
	3,528

	Inventory turnover ratio= COGS/Average Inventory
	6.44
	5.54
	6.23
	5.94
	6.74

	Asset Turnover Ratio

	Particulars
	Unilever

	
	2023
	2022
	2021
	2020
	2019

	Revenue
	51,839
	51,255
	45,072
	45,092
	45,604

	Assets
	65,220
	69,045
	63,050
	60,561
	54,912

	Asset turnover ratio= Revenue/ assets
	0.79
	0.74
	0.71
	0.74
	0.83


Table 4: Data extracted from financial report of Unilever
Source: Wsj.com (2024)

[bookmark: _Toc174715137]Critical evaluation of ratios:
[image: Chart]
(Source: Self-made)
The analysis of the past five years' ratios of Unilever helps to define the financial structure of the business. The profitability ratios of the business help to define their profit-earning capabilities and growths (GoCardless, 2022). During 2019, the business contained a gross profit margin of 44.01%, which will become 42.24% in 2023 according to the report of Wsj.com (2024). It reflects the reducing capabilities of the gross earnings of Unilever. In addition, the net profit margin of the company is placed at 12.72% in 2022, which is its most favourable net earnings. However, in 2023 the business is capable of generating a net profit of 10.88%, which reflects their reducing net earning capacity from its previous years of earnings.
[image: Chart]
(Source: Self-made)
The liquidity ratio of the business helps to define their liquidity structure. The current ratio of Unilever during 2019 reflected as 0.78:1, and in 2023 it became 0.76:1 (Wsj.com 2024). The decreasing rate of current ratio of the business reflects the decreasing capabilities of Unilever to settle their current portions of liabilities by using the current portions of assets. In addition, the business contained a quick ratio of 0.58:1 during 2019, which will become 0.54:1 in 2023. It reflects the decreasing capabilities of Unilever to settle their long-term debts by using the assets of the business. 
[image: Chart]
(Source: Self-made)
The gearing ratio of the business helps to utilise the equity and debt portions of Unilever. Following that, the debt-to-assets ratio of Unilever in 2019 is revealed as 0.42:1, and in 2023 it becomes 0.32:1. It reflects that the business is able to reduce the involvement of debts within their assets, which can help secure the future debt structure of the company. In 2019, Unilever contained an equity ratio of 0.20:1, which has become 0.24:1. It reflects the rising profits of the shareholders of the business. As follows, it can help to attract the attention of new investors and maintain the profitable equity structure of the company. 
[image: Chart]
(Source: Self-made)
The capabilities of the business to generate effective revenue from their operational activities are reflected via the efficiency ratios of Unilever. During 2019, Unilever contained an inventory turnover ratio of 6.74 times, which has become 6.44 times. This reduction of the ratio reflects that the company is able to reduce their COGS, which also reduced their stock holding days. In addition, the business also contained an asset turnover ratio of 0.83 times in 2019 and 0.79 times in 2023. The reduction of this ratio reflects the lower pressures on the assets of the business to maximise their selling capacity. 
[bookmark: _Toc174715138]Comparison with major competitions:
i) Profitability ratios:
	Profitability Ratios

	Gross Profit Margin

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	Revenue
	51,839
	85,152.00
	92,998

	Gross Income
	21,895
	58,722.00
	42,670

	Gross profit Margin = Gross income / Revenue
	42.24%
	68.96%
	45.88%

	Net Profit Margin

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	Revenue
	51,839
	85,152.00
	92,998.00

	net income
	5,642
	13,326.00
	11,209

	Net profit margin= Net income/revenue
	10.88%
	15.65%
	12.05%



From the analysis of the profitability structure with the major competition of Unilever likes Johnson & Johnson and Nestle, a simple understanding of the level of competitive threats is visualised. As follows, Nestle contained a proper gross profit margin of 45.88% and a net profit margin of 12.05% (Nestle, 2024). However, Unilever contained the highest range of profit as per the profitability ratio competition among the competitors. For that, the Unilever received a lower threat of competition as follows profitable factor. 
ii) Liquidity ratios:
	Liquidity Ratios

	Current ratio

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	Current assets
	15,513
	53,495
	30,857

	Current Liabilities
	20,369
	46,282
	37,084

	Current Assets / Current Liabilities
	0.76
	1.16
	0.83

	Quick ratio

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	Current assets
	15,513
	53,495
	30,857

	Inventory
	4,436
	11,181
	11,896

	Current Liabilities
	20,369
	46,282
	37,084

	(Current Assets-Inventory)/Current liabilities
	0.54
	0.91
	0.51



The comparison of the liquidity ratio can help to reflect the liquidity threat of Unilever. Following the current ratio and quick ratios of Johnson & Johnson, they contained high levels of liquidity threats (Johnson & Johnson, 2024). However, the better portion of Nestle's quick ratio of 0.51 is little improved from Unilever’s quick ratio of 0.54 (Nestle, 2024). As follows, Nestle is placed in a better position to settle their long-term debts compliant with Unilever.
iii) Gearing ratios:
	Gearing Ratios

	Debt to assets ratio

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	Total Debt
	20,964
	30,432
	55,241

	Total Assets
	65,220
	167,558
	126,550

	total Debt/ Total assets
	0.32
	0.18
	0.44

	Total Equity ratio

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	Total shareholder Equity
	15,686
	68,774
	35,742

	Total Assets
	65,220
	167,558
	126,550

	Total Shareholder Equity/Total Assets
	0.24
	0.41
	0.28



The debt-to-assets ratio helps to reflect the involvement of debts within the assets of the business. Unilever contained this ratio of 0.32, which reveals a higher portion of debts associated with their other assets (Unilever PLC, 2024). In addition, Johnson & Johnson contained a debt-to-assets ratio of 0.18, which revealed a lesser involvement of debts in their assets (Johnson & Johnson, 2024). Nestle also contained a debt-to-assets ratio of 0.44, which reveals higher debt risks on their assets (Nestle, 2024). In the factors of equity, Unilever also placed in a lower portion, competing with their competitors. For that, the business faced a high level of competition as per their gearing factors.

iv) Efficiency ratios:
	Efficiency Ratios

	Inventory Turnover Ratio

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	COGS
	28,571
	18,944.00
	46,870

	Average inventory
	4,436
	11,181
	11,896

	Inventory turnover ratio= COGS/Average Inventory
	6.44
	1.69
	3.94

	Asset Turnover Ratio

	Particulars
	Unilever
	Johnson & Johnson
	Nestle

	
	2023
	2023
	2023

	Revenue
	51,839
	85,152
	92,998

	Assets
	65,220
	167,558
	126,550

	Asset turnover ratio= Revenue/ assets
	0.79
	0.51
	0.73



In the factors of inventory turnover ratio, Unilever contained the ratio portion of 6.44 times. It helps to reflect the better capabilities of businesses to settle their COGS. In addition, the asset turnover ratio of the business reflects a lower portion of asset involvement to generate appropriate revenue for the company (Unilever PLC, 2024). On the other side, Johnson & Johnson contained an inventory turnover ratio of 1.69 times, which revealed their lower COGS and higher inventory management (Yahoo Finance 2024). 
The business also contained an asset turnover ratio of 0.51, which can affect the productional works of the business (Johnson & Johnson, 2024). As similar to Johnson & Johnson, Nestle also contained a lower portion of inventory turnover and asset turnover ratio. Following this Unilever contained better effectiveness levels in their operational parts competing with other competitions, which can be helpful to boost their production capabilities. 
[bookmark: _Toc174715139]Recommendations:
Implement robust budgeting and forecasting:
Forming a detailed framework for financial budgeting and forecasting is useful in integrating finances within strategic planning systems. Recommend working budgets for each department with breakdowns of possible revenues for the year, likely expenses, and probable capital expenditure. Some of the budgets that should be prepared and incorporated in the strategic plan include, these budgets should be prepared and incorporated in the strategic plan and should be reviewed and updated frequently depending on the actual performance and new trends in the market (Forbes, 2024). Using the rolling forecast, it has been likely to get more clarity and real-time adjustments as Unilever prepares for changes arising from certain financial adversities or gains. It is the process of identifying, planning, implementing, monitoring, and managing the procurement, allocation, and spending of resources in a business to achieve its financial objectives (Bahadori et al. 2022).
Enhance Cash Flow Management:
An important subcomponent based on which Unilever demonstrates excellent leadership in terms of cash flow is the figure that helps to maintain liquidity. This way, it is possible to perform analysis for patterns and to determine, whether there are trends in cash flow and whether it is normal or something extraordinary caused the delay in receivables’ collection or additional costs. Some possible ways that Unilever might work on this include Unilever might have to review its credit days with its counterparts; It might also have to develop standard procedures when issuing out its invoices. Additionally, there is a need for Unilever to enact efficient inventory control measures according to a plan (BDC, 2024). 
Improved cash flow management also involves something as formal as cash flow planning; this is because the business must be ready and willing to prepare for a dry season. The above insights help Unilever to plan for overall economic stress at a later date and furthermore, having a cash cushion or keeping a credit line indicates financial safety since it may help to avoid significant problems. The management of working capital means that Unilever must have adequate cash to enable it to meet its obligations and fund its investments (Soboleva et al., 2018).
Strengthen financial controls and reporting:
This is because developing a sound financial environment monitor in the process of recording and presenting increases accuracy as well as accountability at Unilever. This includes separation of duty, recurrent checking of transactions, and accounting approvals. Identify financial solutions that offer live reporting and analytical features to implement when investing (BlackLine, 2024). It is important to give regular attention to the set financial statements and KPI’s in order to check the progress made and make necessary changes if required. Performance check and balances at least once every six months so that the company aware of how well they do business financing systems are running or whether they conform to the standards set by the regulatory authority. Sustainable financial control and reporting measures offer superior decision-making, risk evaluation, and regulatory compliance, thus leading to an improved economic landscape (CFI, 2023).
Optimise Debt Management and Capital Structure:
The fact that Unilever has a relatively high amount of debt and a rather high ratio of capital are the key issues that should be considered by the company. Thus, it is high time that Unilever started planning, controlling, and evaluating the position of its debt since it incurs a considerable percentage of costs. This requires periodical examinations of the company’s indebtedness, as well as computation of the cost of borrowed funds against the benefits of borrowing (Arhinful, Mensah and Owusu-Sarfo, 2023). Unilever also needs to remain very cautious of the gearing ratio because high gearing increases the firm’s risk and puts Lever in a precarious position. The appropriateness of the companies’ capital structure is a crucial factor for success, especially the debt-to-equity ratio. Further, the company should try to restitution some of its debts by refunding them, which are fixed at better interest rates or coupons. Besides, it also helps to minimise interest expenses and increases the availability of cash at hand. 
However, financing capital investments in a strategic manner is critical for Unilever Company. Using the concept of expected ROI to evaluate the firm’s profitability Standard and to evaluate the desired capital investment towards achieving Unilever’s strategic objectives, the firm can enhance capital utilisation to improve financial performance. Capital structure change in Unilever cannot be imaginative. However, it is a result of the strategic plan that attempts to create organisational objectives regarding capital stability and capital growth at minimum cost (Arhinful, Mensah and Owusu-Sarfo, 2023).

[bookmark: _Toc174715140]Part C). Investment Appraisal
[bookmark: _Toc174715141]Calculation of difference investment measure
i) Payback Period (PBP):
It is a financial tool that enables one to fix a time within which an investment generates enough cash to cover the initial cost. It shows the ability of an investment to generate its initial cost back within a specified time. Ideally, the longer the payback period, the less attractive the investment, but the inverse also holds true (Bragg, 2024). It is easy to compute, and it can be determined by dividing the required amount of capital by the expected cash inflows in a given year. Although it may provide an idea of liquidity and risk, the payback period does not consider the time value of money as well as cash flows that come after the period (Dai et al. 2022). Following that, the below table reflects the payback period evaluation for projects A and B whereas Project A contained a Payback period of 3 years and 2 months, and project B contained a Payback Period of 2 years and 3 Months.

	Calculation of Payback Period

	Year
	Projected cash flows (£m)

	
	A
	B

	Initial Capital
	80
	75

	1
	25
	50

	2
	25
	20

	3
	20
	20

	4
	55
	20

	Break-even Point (Years)
	3
	2

	Unrecovered value
	10
	5

	Cash flow next year
	55
	20

	Payback months
	2
	3

	Payback Period
	3 years 2 months
	2 years 3 months



ii) Accounting rate of return (ARR):
The Accounting Rate of Return (ARR) is the expected rate of return defined in terms of accounting profit, which is quite different from calculating cash flows. It is calculated by dividing the average annual profits from the investment by the total investment cost and then multiplying the outcome by 100 to arrive at a percentage figure. Simplicity is one of the specific strengths of ARR since the formula is relatively easy and does not require much time to calculate and understand the profitability of the investment. The simplicity of the computation means that the stakeholders are able to easily compare the profitability of some projects and, thus, make simpler decisions (GoCardless, 2022). 
However, the ARR has its shortcomings, mainly because it needs to include the factor of the time value of money. This often results in the investor approaching the evaluation of an investment from a skewed perspective because it mixes all kinds of profits without regard to when they are realised. In fact, cash in the earlier period is even more valuable than that in the later period because of the earning capacity. Thus, ARR must be utilised sparingly and combined with other profitability measures, including NPV or IRR, which consider the time value of money to depict an investment opportunity’s value more accurately (GoCardless, 2022).

	Calculation of Accounting Rate of Return

	Year
	Projected cash flows (£m)

	
	A
	B

	Initial Capital
	80
	75

	1
	25
	50

	2
	25
	20

	3
	20
	20

	4
	55
	20

	Average profit
	31.25
	27.5

	Average investment
	80
	75

	Accounting Rate of Return
(Average profit/Average investment)
	39.06%
	36.67%



iii) Net present value (NPV):
The net present value assesses the profitability of an investment through subtracting the present value of cash outflows to the present value of cash inflows throughout the period the investment is useful. It provides for the value of money over time by decreasing the value of future cash flows using a rate called the discount rate which is usually the firm’s cost of capital. The NPV (Net present value) is positive when more value is expected to be generated by the investment than the cost of the investment, making it a favorable activity. 
On the other hand, a negative NPV indicates that the investment may incur a loss once it is made. NPV gives the full potential worth of investment in terms of its profitability and the risks associated with such investment (Shou, 2022). As follows, the subsequent calculator reflects NPV for project A of the business where the net present value of the business is revels as £15.96m
	Calculation of Net Present Value for A

	Year
	Projected cash flows (£m)
	Discount rate of 9.75%
	Present value

	1
	25
	0.909
	22.725

	2
	25
	0.826
	20.65

	3
	20
	0.751
	15.02

	4
	55
	0.683
	37.565

	Initial Capital
	80

	Total Present value
	95.96

	Net present value
	15.96


The following evaluation reflects the NPV evaluation for project B whereas the calculated value of net present value is reflected as £63.155m.
	Calculation of Net Present Value for B

	Year
	Projected cash flows (£m)
	Discount rate of 9.75%
	Present value

	1
	75
	0.909
	68.175

	2
	50
	0.826
	41.3

	3
	20
	0.751
	15.02

	4
	20
	0.683
	13.66

	Initial Capital
	75

	Total Present value
	138.155

	Net present value
	63.155


[bookmark: _Toc174715142]Recommended investment:
Project B can be chosen for investment that better aligns to the needs of the company. This shows that Project B has a payback period of 2 years 3 months while Project A has a pay back of 3 years 2 months making it faster for project B to recover its initial investment outlay. Furthermore, the total Net Present Value (NPV) for Project B amounts to £63.155m while that of Project A is only £15.96m, which is considerably larger than Project A. 
However, the choice of Project A is slightly better in terms of Accounting Rate of Return (ARR) at 39.06%. Where 36.67% was found for Project B, the higher NPV figures and the shorter payback time clearly indicates that, in terms of overall financial gain and stockholder liquidity, Project B is the more desirable project.
[bookmark: _Toc174715143]Critical discussion on investment techniques:
Advantages and shortcomings of the PBP (Payback Period)
Advantages
Simplicity: The payback period (PBP) is simple, easy to comprehend as well as quick and easy to compute, which gives the time taken for an investment to generate break even (LinkedIn, 2023). 
Focus on Risk and Liquidity: PBP stresses the speed at which the initial investment is brought back and is, therefore, beneficial in assessing the risk and liquidity of working capital investments. This focus is helpful in evaluating on solvency of an investment besides its probable financial stability (LinkedIn, 2023).

Shortcomings
Ignores the Time Value of Money: PBP does not factor in the value of money for the time; also, it treats all the cash flows in the same way that they are encountered. This limitation is undesirable because it means that the current assessment of an investment’s value does not take into account the idea that any amount of cash that is going to be received in the future is worth less than the same amount today (LinkedIn, 2023).
Limited Focus on Long-Term Profitability: The Payback Period approach, only looks at the cash inflows up to and excluding the period it takes to recover its initial investment. Because of this, it tends to consider something other than the potential profitability per year and the other financial advantages of the investment, which is LinkedIn (LinkedIn, 2023).

Advantages and shortcomings of the ARR
Advantages:
· At the same time, ARR offers an indication of the accounting profit that can be generated on investments, which can help determine the returns in relation to costs (FasterCapital, 2024).
· It is less complex in terms of calculating and having an understanding of the actual value being arrived at (FasterCapital, 2024).
Shortcomings: 
· ARR like PBP does not consider the effect of the time value of money an essential aspect which puts off the true picture regarding the future profitability of business (FasterCapital, 2024).
· ARR takes into consideration accounting profit and not cash flow profits this makes it express the financial gains of an investment imperfectly (FasterCapital, 2024).
Advantages and shortcomings of the NPV
Advantages:
· NPV also takes into account the time aspect of people valuing money today more than in the distant future, and accustoms future cash flows to the present period hence giving a more accurate assessment of profitability (Tamplin, 2023).
· It also provides a reinvestment credit for all cash flows throughout the life of the investment and gives a clear picture concerning the possibilities of profit (Tamplin, 2023).
Shortcomings: 
· NPV calculations may be even more complicated and major elements of the future cash flows and discount rates may be needed (Tamplin, 2023).
· NPV has a major weakness as the predictions of future cash flows and the appropriate discount rate are prone to err and are also more or less subjective at times (Tamplin, 2023). 
[bookmark: _Toc174715144]Non-financial factors needed to be considered for the investment:
Future Threats and Legislation: Always take into account the possible future risks that are capable of influencing the investment as well as the changes in legislation (Laplane & Mazzucato, 2020). This entails the evaluation of risks concerning the change in regulations, the status of the economy, or even the geopolitical state. The latter is useful in anticipating and minimizing the effects of any unfavorable legislation on the investment.
Meeting Industry Standards: Make sure the investment is being made in accordance with the current available standards within the industry. Observing these standards does not only make operations to work effectively and safely, but it is also useful when seeking accreditation by industrial standards and hence being competitive (Gebremichael et al., 2020).
ESG Agenda and Reputation: The next step is to assess the congruity of the investment with the concepts of ESG – Environmental, Social, and Governance factors. ESG compliant investments help a company to build a good image in the market, appeal to the new generation of consumers, and promote sustainability. It may also be noted that the investors’ ESG score gives a positive impact on the business’s public image and its sustainable value creation.
[bookmark: _Toc174715145]Conclusion
This entire report reflects a detailed business analysis of Unilever. It evaluated some of the effective financial analyses by calculating effective ratios for their five years of financial structure. It also reveals a short competitor analysis. To reflect this comparison, it evaluated the profitability ratio, efficiency ratio, gearing ratio, and liquidity ratio. By utilising this ratio, this report also evaluated some of the practical cooperation between Unilever, Nestle, and Johnson & Johnson. It was also revealed which of the investment appraisals was going to be more suitable for the company by depending on some of the effective evaluations. For that, it reflects the evaluation of NPV, ARR, and PBP, supporting their advantages and disadvantages and reveals the reason for choosing Project B. Some of the practical recommendations were also served in this report to utilise the financial structure of Unilever. 
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