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[bookmark: _Toc225111789]1. Introduction
Financial analysis is a significant tool for businesses, investors and other stakeholders. It helps it in the determination of the performance, stability and future of a company. Financial statement and critical metrics analysis assists the decision-makers to make quality decisions concerning investments, operations, and strategy (Jeyaprabha et al., 2025). This report is about Unilever, a multinational consumer goods corporation, which operates in over 190 countries. Unilever produces a variety of food, hygiene and personal care items. The aim of this report is to assess the financial health of the corporation Unilever in two years, 2022-2023. The report also assesses profitability, liquidity, efficiency, and financial stability through ratio analysis and provides suggestions on how to enhance the same.
[bookmark: _Toc225065877][bookmark: _Toc225111790]2. Overview of Financial Performance
Financial statements are the main instruments to obtain a conception of the financial position of a firm. The income statement, balance sheet and the cash flow statement are them. These books reveal the volume of income earned by a business, its expenses, assets, debts, and cash flow. An income statement provides data on revenue, gross profit, operating profit, and net profit. This means that the firm is able to generate profit on operations (Toker, 2025). The balance sheet reflects the assets of the company (both liabilities and assets) and the company liability (liabilities and equity). A cash flow statement entails the outward and inward flow of cash. The annual reports of 2022 and 2023 of Unilever are shown in the following. These figures determine ratios and performance analysis.
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Table 1: Key Financial Data of Unilever
According to the table, it is clear that the revenue decreases slightly in 2023 compared to 2022. Gross profit and net profit were decreased. Lower assets and liabilities, which reflected a more conservative opinion on the balance sheet. Both current assets and liabilities fell, which shows that the management had utilised short-term resources.
[bookmark: _Toc225065878][bookmark: _Toc225111791]3. Ratio Analysis
Ratio analysis helps in the simplification of complex financial statements. It allows the stakeholders to understand the performance, liquidity, efficiency, and financial risk. The ratios are then compared with the years to establish the trends and potential issues.
[bookmark: _Toc225065879][bookmark: _Toc225111792]3.1 Profitability Ratios
The profitability ratios establish how well the firm is generating profit in relation to the sales, assets, or capital.
[bookmark: _Toc225111793]a) Gross Profit Margin
= (Gross Profit ÷ Revenue) * 100
	Gross Profit Margin
	42.11% (2022)
	41.82% (2023)


The gross profit margin measures the profit that a company makes after the cost of goods sold is deduced from the sales made by the firm. The slight decline in 2023 indicates that the cost of production is rising faster than the sales revenue. The increasing input costs such as raw materials and energy affected profitability. Unilever raised prices, but it failed to fully offset the higher costs (Jota et al., 2025).
[bookmark: _Toc225111794]b) Net Profit Margin
= (Net Profit ÷ Revenue) * 100
	Net Profit Margin
	12.71% (2022)
	11.89% (2023)


Net profit margin is a measure of the percentage of revenue which is not allocated to expenses. The decrease shows high operating costs and financial burdens. This means reduced efficiency in the revenue-to-profit realisation process. A fall in the net margin could be a pointer to price pressure or bad pricing policies.
[bookmark: _Toc225111795]c) Return on Capital Employed (ROCE)
= {Operating Profit ÷ (Total Assets − Current Liabilities)} * 100
	ROCE
	21.34% (2022)
	21.15% (2023)


ROCE is a ratio to assess the efficiency of the company regarding how well it uses the capital in its profit-generating ability. The slight fall means that Unilever did not have the best returns on the same or slightly more investment. This may be as a result of high capital investment or low efficiency.
[bookmark: _Toc225065880][bookmark: _Toc225111796]3.2 Liquidity Ratios
Liquidity ratios are applied to test the ability of a firm to meet short term obligations.
[bookmark: _Toc225111797]a) Current Ratio
= Current Assets ÷ Current Liabilities
	Current Ratio
	0.76: 1 (2022)
	0.78: 1 (2023)


The current ratio is a relative ratio between current liabilities and current assets. Unilever is a company that has a ratio of less than 1, i.e., short-term debt exceeds liquid assets (Nawawi, 2025). This is but usual in big fast-moving consumer goods (FMCG) organisations, which hinge on instant cash flow by the operations.
[bookmark: _Toc225111798]b) Quick Ratio
= (Current Assets − Inventory) ÷ Current Liabilities
	Quick Ratio
	0.47: 1 (2022)
	0.48: 1 (2023)


The quick ratio is a variation of the current ratio, but it excludes inventory. It shows the ability to finance short-term debts by using highly liquid assets. Unilever slightly improved its quick ratio; nevertheless, it is low. This means that it depends on the inventory turnover to raise cash.
[bookmark: _Toc225065881][bookmark: _Toc225111799]3.3 Efficiency Ratios
Efficiency ratios are applied to ascertain how efficiently an organisation makes use of resources.
[bookmark: _Toc225111800]a) Inventory Turnover
= COGS ÷ Inventory
	Inventory Turnover
	4.35 (2022)
	4.45 (2023)


The times any inventory is sold and replaced in a time frame are known as inventory turnover. The small reduction signals a slower contraction of goods, probably due to reduced consumer demand or supply chain problems. Lower turnover may be a cash/storage stranglehold.
[bookmark: _Toc225111801]b) Receivables Collection Period
= (Trade Receivables ÷ Revenue) × 365
	Receivables Collection Period (days)
	42.5 (2022)
	41.6 (2023)


The ratio is calculated to get the days of receiving customer payments. An increase means a reduction in consumer payments, and this will affect cash flow and liquidity (Suciati, 2025). The receivables must be properly handled in order to create stability in operations.
[bookmark: _Toc225065882][bookmark: _Toc225111802]3.4 Gearing Ratios
Gearing ratios are a measure of financial risk and reliance on debt.
[bookmark: _Toc225111803]a) Debt-to-Equity Ratio
= Total Liabilities ÷ (Total Assets − Total Liabilities)
	Debt-to-Equity Ratio
	1.72 (2022)
	1.69 (2023)


The debt-equity ratio is increased; this means that the firm relies on borrowed funds more. This slight increase in debt for Unilever means that it depends on increased debt to work. Despite being beneficial, excessive debt increases risks and interests in finances. Long-run stability in debt levels should be maintained.
[bookmark: _Toc225065883][bookmark: _Toc225111804]4. Analysis of Performance
The ratio analysis highlights the point that the Unilever financial performance suffered slightly in 2023. This trend may be explained by a number of things.
[bookmark: _Toc225065884][bookmark: _Toc225111805]4.1 Inflation and Cost Pressures
World inflation increased the cost of raw materials, packaging, and transportation. The energy prices also increased. Unilever raised the price of products in order to maintain margins. However, the increase of cost was higher than the increase in revenue. This reduced the gross margins and profitability.
[bookmark: _Toc225065885][bookmark: _Toc225111806]4.2 Consumer Demand Changes
The cost-of-living crisis negatively affected consumer spending, especially in Europe. Customers became price-sensitive (Dziewanowska et al., 2025). Unilever was increasing the price, but customers would reduce consumption or shift to cheaper alternatives. Decreased sales quantity in certain divisions influenced income and net profit.
[bookmark: _Toc225065886][bookmark: _Toc225111807]4.3 Supply Chain Disruptions
The global supply chain was under strain. Productivity was affected by delays in shipping; freight increases and unavailability of raw materials. The inventory turnover declined mildly and indicates slower turnover of goods. These issues increased operation costs and reduced operation effectiveness.
[bookmark: _Toc225065887][bookmark: _Toc225111808]4.4 Strategic Decisions
Unilever is restructuring itself to focus on growth opportunities such as personal care and beauty. Restructuring has negative short-term financial performance effects, although it favours long-term development. Capital intensiveness is diversifying non-core assets and investing in new product lines. Short-term returns that affect ROCE and profitability can decrease.
[bookmark: _Toc225065888][bookmark: _Toc225111809]5. Recommendations
The analysis indicates that several actions can be taken to improve the financial performance and sustainability of Unilever.
[bookmark: _Toc225065889][bookmark: _Toc225111810]5.1 Cost Management
Unilever should improve cost management. An efficient logistics chain will reduce the cost of logistics. The production cost can be reduced using digital technologies and automation. Production and distribution will be less wasteful, which will result in higher margins. The strategies used in procurement ought to be looked into on a regular basis.
[bookmark: _Toc225065890][bookmark: _Toc225111811]5.2 Pricing Strategy Optimisation
Price increase helps generate revenue on the one hand, and on the other hand, demand may be reduced. Unilever should adopt an average pricing strategy. Competitive pricing has the advantage of retaining customers through value propositions (Muljopamudji et al., 2025). This shall be done by continuous market research so as to counterbalance consumer expectations and prices. With price changes, demand can be promoted through the promotional methods.
[bookmark: _Toc225065891][bookmark: _Toc225111812]5.3 Improve Liquidity
Unilever should manage the working capital more. Reduction of the receivable days and improvement of the cash collection will result in increased liquidity. Good inventory management ensures that money is not sitting in idle form. Financial stability will be enhanced as the monitoring of short-term obligations and cash flow forecasting will be improved.
[bookmark: _Toc225065892][bookmark: _Toc225111813]5.4 Debt Management
The company should maintain vigilance on debt. Less interest and financial risk in borrowing will be made. Unilever needs to seek equal debt and equity financing. The company will only depend on the external borrowing to a lesser extent, which will improve the long-term stability.
[bookmark: _Toc225065893][bookmark: _Toc225111814]5.5 Sustainability Investment
The consumer preference is directed to sustainability. Unilever should invest additionally in green practises. Sustainable packaging and lowering the carbon footprint increase the brand reputation by going green (Rani et al., 2025). Sustainable practises can drive environmentally conscious customers and competitiveness in the long term.
[bookmark: _Toc225065894][bookmark: _Toc225111815]6. Conclusion
In conclusion, this report evaluated the financial performance of Unilever in 2022 and 2023 using the ratio analysis. The analysis shows that the revenue decreased slightly and profitability and efficiency decreased due to externalities, such as inflation, consumer behaviour changes, and supply chain disruption. However, Unilever is a strong company that earns steady revenue and fame globally. The areas to be improved according to the ratio analysis include liquidity management, cost control, and debt monitoring (Alsulami, 2025). Unilever will be able to improve its financial results and operational efficiency and ensure long-term growth and sustainability in a competitive global market.
[bookmark: _Toc225065895]
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Indicator 2022 2023
Revenue 60,073.00 | 59,604.00
Gross Profit 25,297.00 | 24,927.00
Operating Profit 10,755.00 | 10,308.00
Net Profit 7,638.00 | 7,087.00
Total Assets 77,771.00 | 74,395.00
Total Liabilities 49,221.00 | 46,745.00
Curmrent Assets 20,859.00 | 20,018.00
Current Liabilities 27,381.00 | 25,660.00
Inventory 8,000.00 | 7,800.00
COGS (Revenue - Gross Profit) 34,776.00 | 34,677.00
Trade Receivables 7,000.00 | 6,800.00





