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 Chapter 1.Introduction 

Financial analysis is through a way to make objective and comprehensive analysis， 

according to the previous financial data on the company's short-term solvency, long-term 

solvency, operational capacity, profitability and other financial conditions, to obtain the 

necessary financial information.  

The main object of this thesis is to analyze the financial performance from 2012-2016 of 

Unilever Company. Unilever is one of the world’s leading fast-moving consumer goods 

companies, their products connect closely with our living. Through the analysis of its 

financial statements, we will make a overall conclusion of Unilever, based on the 

comprehensive analysis of financial statements. 

 In the second chapter, we will conduct the introduction and interpretation of financial 

analysis , including its definition and the description of specific methods.  

In the third chapter, we expounded the profile of Unilever Company, involved in the 

overview and business strategy, and then we contrast Unilever with its biggest competition in 

the industry - Procter & Gamble. We described the status quo of the two companies, and their 

products, sales channels, pricing policy and marketing programs from several aspects of the 

comparison.  

Chapter four is the core part of the thesis, we apply what we introduce in chapter three, 

the common size analysis and financial ratio to analyze the financial indicators of the 

company. Next, we combine pyramidal decomposition and influence quantification. Through 

a series of analysis we will find the development situation of Unilever and discover the 
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financial risk of the enterprise. 

In the last chapter, the general conclusion will be drew .We will summarize the process 

status of Unilever, the overall condition and aspects which still need to be improved. 
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Chapter 2.Description of the financial analysis methodology 

In this chapter, we will perceive what financial analysis is .To begin with, it counts a lot 

of the definition. Then, we have to be aware of the user and objective of our financial analysis. 

What’s more, the financial statement, balance sheet, income statement and cash-flow 

statement are significant for the analysis. Finally. We will touch the core part of the financial 

analysis—several methods will be referred. 

2.1.Difinition 

Financial analysis is the examination of a business from a variety of perspectives in 

order to fully understand the greater financial situation and determine how best to strengthen 

the business. It is adopted to evaluate economic trends, set financial policy, build long-term 

plans for business activity, and identify projects for firms to choose. The process of selecting, 

evaluation and interpreting financial data of business, projects, budgets and other related 

entities .It aims to formulate the assessment of the company’s present and future financial 

position and condition, to analyze the stability, solvency, liquidity and profitability to warrant 

a financial investment. What is more, we need to evaluate company’s operations, expenses 

management, credit policy and creditworthiness and so on. A key area of corporate financial 

analysis involves extrapolating a company’s past performance, such as gross revenue or profit 

margin, into an estimate of the company’s future performance. The sources of information for 

financial analysis are market data of securities price or industry statistics and economic data 

such as GDP, producer price index, consumer price and so on. And we need to focus on the 
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income statement, balance sheet and cash-flow statement. 

2.2.Objective 

The main purpose of financial analysis, in general, is mainly to sum up the company’s 

past problems and experience, based on important financial information to grasp the status 

quo of the company, so make accurate judgments on future decisions. 

Otherwise, we analyze the balance sheet to understand the company’s financial situation 

to adjust the company’s solvency, the capital structure, and the flow of funds. The profit and 

loss statement analysis of the company’s profitability, operating efficiency of the company’s 

industry competition, the ability to make sustainable development. The cash flow statement 

reflects the company’s ability to obtain cash equivalents and is forecast that the company’s 

cash flow master and understand the enterprise production and operation of the changes in the 

movement of funds for the enterprise’s financial management and production and 

management services. Through financial analysis, we can timely diagnosis of the “health” 

situation for the enterprise’s decision-making and day-to-day management services. The 

advantages and weaknesses of the enterprise, reflected in the enterprise solvency, profitability, 

development potential and other indicators of the value, to clarify the advantages and 

weaknesses of enterprises, so that know that the enterprise in the market to competition and 

development strategies and services, to promote industrial development and macroeconomic 

regulation and control policies to provide the basis. 
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2.3.User 

2.3.1. Investor 

The most fundamental purpose of their financial analysis is to look at the profitability of 

the business for investment decisions. 

2.3.2. Creditor 

The main purpose of the financial analysis from the perspective of creditors is to see 

whether the borrowing or other claims of the enterprise can be timely and fully recovered, that 

is, the size of the solvency of the enterprise; the second is to see whether the debtor’s income 

and risk Adaptation, Immediate Solvency Analysis and Profitability Analysis for fund-lending 

decisions. 

2.3.3. Business operators 

The purpose of their financial analysis is comprehensive, multifaceted. In general, the 

purpose is to timely discover the problems and shortcomings in production and operation, and 

take effective measures to solve these problems, the enterprise is not only profit with the 

existing resources, but also to maintain the profitability of enterprises continue to grow when 

in business decision-making procedures. 

2.3.4. Business unit 

The main purpose of their financial analysis is to clarify the credit status of enterprises; 
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for the national administrative and supervisory departments, the purpose of their financial 

analysis is to monitor, and the second is to provide a reliable decision for the macro 

information. 

2.4.Financial statement  

2.4.1.Balance sheet 

The balance sheet is the summary of company’s assets, liabilities or shareholders’ equity 

at a specific point in time. These three balance sheet segments give investors an idea as to 

what the company owns and owes, as well as the amount invested by It gets its name from the 

fact that the two parts of the equation – assets on the one side and liabilities plus equity on the 

other side. The total amount of assets equals to the sum of liabilities and shares’ equity. This is 

intuitive: a company has to pay for all the things it brought (Assets) by either borrowing 

money (taking a liabilities) or taking it from investors (promising shareholders’ equity).The 

following chart is the structure of the balance sheet： 
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Table 2. 1 Structure of balance sheet 

Assets Equity+Liability 

Long-term assets Equity 

Tangible assets Capital contributed by owners(par value) 

Intangible assets Share premium(paid in capital) 

Financial investment Retained earnings 

Current assets Liabilities 

Cash and cash equivalents A. Current liabilities 

Account receivable Accounts payable 

Inventory Current borrowings 

Other current assets Other short-term liabilities 

 B. Long-term liabilities 

 Long-term bank loans 

 Bonds issued 

  2.4.2.Income statement 

An income statement is a financial statement that reports a company’s financial 

performance over a specific accounting period. Financial performance is owed by giving a 

summary of how the business incurs its revenues and expenses through both operating and 

non-operating activities. Profit or loss incurred as a specific accounting period. It also known 

as the profit and loss statement or statement of revenue and expense, the income statement is 
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the one of three major financial statements in the annual report. All public companies must 

submit their legal documents to the Securities and Exchange Commission (SEC) and public 

investors. All three-supply information with the information of the state of the company’s 

financial affairs, but the Income statement is the only one that providing an overview of 

company sales and net income. The following is an instant of the income statement. 

Table 2. 2 Example of income statement 

Revenue XXXXX 

Cost of sales XXXXX 

Gross profit XXXXX 

Other items of expense XXXXX 

Administrative expenses XXXXX 

Other operating expenses XXXXX 

Finance cost XXXXX 

Non-operating items XXXXX 

Share of results of joint ventures XXXXX 

Share of results of associates XXXXX 

Profit before tax XXXXX 

Income tax expense XXXXX 

Profit after tax XXXXX 

Attributable to XXXXX 

Owners of the company XXXXX 

Non-controlling interests XXXXX 
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2.4.3Cash-flow statement 

A cash flow statement is one of the quarterly financial reports publicly traded companies 

are required to disclose to the U.S. Securities and Exchange Commission (SEC) and the 

public. The document provides aggregate data regarding all cash inflows a company receives 

from its ongoing operations and external investment sources, as well as all cash outflows that 

pay for business activities and investments during a given quarter. There are two forms of 

accounting: cash and accrual. Most public companies use accrual accounting, which means 

the income statement in the annual report is not the same as the company's cash position. For 

example, if a company lands a major contract, this contract is recognized as revenue, and 

therefore income, but the company may not receive cash until a later date. The accountant 

says the company is earning a profit on the income statement and paying income taxes on it, 

but the company may have less cash on hand. Even profitable companies can fail to 

adequately manage cash flow, which is why the cash flow statement is such a critical tool for 

analysts and investors. The cash flow statement is split between three different business 

activities: operations, investing and financing. The following is the example of the cash-flow 

statement. 
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Table 2. 3 Example of cash flow statement 

Account receivable XXXXX 

Merchandise inventory XXXXX 

Wages and interests XXXXX 

Other operating expenses XXXXX 

Net –cash flow from operating activities XXXXX 

Sales of land  XXXXX 

Purchase of equipment XXXXX 

Acquisition of other non-current investments XXXXX 

Net –cash flow from investing activities XXXXX 

Proceed from financing stock XXXXX 

Dividend on common XXXXX 

Repayment of long-term loans XXXXX 

Net –cash flow from financing activities XXXXX 

Net increase/decrease in cash XXXXX 

 

2.5.Methods 

2.5.1.Common-size analysis 

Common size analysis is the analysis of financial statement data and their changes over 

the time, whose target is to identify the trends and major differences.  
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2.5.1.1.Horizontal common-size  

It’s the analysis of the evolution of financial statements data over the time or their 

changes with respect to a given period as a benchmark. 

2.5.1.2. Vertical common-size 

Vertical common-size analyses are the changes in the proportions of selected 

benchmarks, such as total revenues, total assets and total liabilities, etc. 

2.5.2．Financial ratio analysis 

Financial ratio analysis is the comparison of financial data in the form of financial ratios 

to assess the financial health of the company. They are calculated from financial data and 

market data, among which is related. 

2.5.2.1.Profitability ratios 

Profitability ratios measure the ability to generate profit from invested capital in the form 

of return during a period. The higher the profitability ratios are, the better competitive 

position of the company is. 

 Operating profit margin 

OPM=EBIT/REV or OP/REV                                 (2.1) 

Measure operating profit per unit of revenues. 

 Net profit margin  
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NPM=EAT/REV                                           (2.2) 

Measure net profit per unit of revenues 

 Returns on assets                                               

    ROA=EBIT/A or OP/A                                      (2.3) 

    Measure net profit or operating profit as a percentage for every unit of company’s 

asset 

 Return on equity 

    ROE=EAT/Equity                                          (2.4) 

    Measure a firm’s efficiency at generating profits from every unit of shareholder’s 

equity 

2.5.2.2.Liquidity ratios 

The indicator measures company’s ability to meet its immediate or short-term liabilities 

and obligations, they compare company’s liquid assets (in the form of cash or converted in 

cash)and short-term liabilities and obligations.) 

 Current ratio 

Current ratio=current assets/current liabilities                   (2.5) 

Measure amount of current assets for every unit in current liabilities 

 Quick ratio 

Quick ratio=（current assets-inventories）/current liabilities 

         or（cash accounts receivable）/current liabilities         (2.6) 

Quick ratio is more stringent test of company’s liquidity, current assets are adjusted 
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for inventories due to the fact, that it is generally less liquid(must be first sold before any 

cash is collected. 

 Cash ratio 

Cash ratio=cash + marketable securities/current liabilities         (2.7) 

Here we work with the assets that are in the form of cash (marketable can be sold 

immediately at the market within a few hours or days) 

2.5.2.3.Solvency/leverage ratios 

It measures company´s ability to meets its long-term obligations, sometimes called 

financial leverage ratios (they measure how the company is financed) 

   Debt ratio 

 Debt ratio=total debt/total assets                             (2.8)       

 What the percentage (proportion) of the company´s assets is financed by debt  

 Debt-to-equity ratio 

Debt to equity ratio=total debt/equity                           (2.9)               

Similar to debt ratio; relates the amount of the company´s debt relative to 

company´s equity. For example if debt-to-equity ratio is higher than one, the company 

uses more debt for assets financing than equity 

  Interest coverage 

Interest coverage=EBIT/interest paid                          (2.10) 

It tells the extend to which the company´s operating profit is able to meet current 

interest payments.  
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2.5.2.4.Assets management ratios 

Measure how well a company uses its assets e.g. assets utilization. Indicate, how much a 

company invested in particular assets relative to the revenues that the assets are generating. 

Assets efficiency utilization has a direct impact on liquidity. 

 Average collection period (ACP) 

    ACP=account receivable/revenues                            (2.11) 

    Measures the conversion of accounts receivable into cash. How long (how many 

days) it takes to collect the company´s receivables 

 Accounts receivable turnover (ART) 

    ART=revenues/accounts receivable                         (2.12) 

    How many times the accounts receivable are „rolled over“ during a year. 

 Inventory turnover (IT) 

IT=costs of goods sold/average inventory                      (2.13)  

    Is a measure of the number of times inventory is sold or used in a time period such 

as a year. 

 Total assets turnover (TAT) 

  TAT=revenue/total assets                                    (2.14)  

   It is an efficiency ratio, which tells how successfully the company is using its assets 

to generate revenue. For example TAT of 1,5 means each unit invested in assets generates 

revenues of 1.5. 
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2.5.3.Pyramidal decompositions 

Enables to analyze what drives the value of financial ratios (e.g. which factors have 

impact on its value or evolution). Principle: to express selected (basic) ratio as a product of 

component ratios. The fundamental example of the pyramidal decomposition is the DuPont 

analysis. Decomposition of ROE ratio by three component ratios ,the formula is given: 

ROE=(EAT/Revenue)*(Revenue/total assets)*(total assets/equity) 

=EAT/Equity                                                 (2.15) 

EAT / Revenues = net profit margin 

Revenues / Total assets = assets turnover 

Total assets / Equity = financial leverage 

If we want to separate the effects of taxes and interest, we can decompose the profit 

margin as follows: 

ROE=(EAT/EBT)*(EBT/EBIT)*(EBIT/Revenue) 

 EAT / EBT = tax burden 

 EBT / EBIT = interest burden 

 EBIT / Revenues = operating margin 

 After substitution into DuPont analysis we get; 

ROE=(EAT/EBT)*(EBT/EBIT)*(EBIT/Revenue) 

     * (Revenue/Total assets)*(Total assets/Equity) 

   =EAT/Equity 

ROE=Tax burden*Interest burden*EBIT margin 
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    *Assets turnover*Financial leverage 

For this point onwards, Pyramidal decompositions is also named DuPont analysis .It uses 

the relationship between several major financial ratios to make comprehensive analysis for the 

financial situation of enterprises. Specifically, it is a classic method used to evaluate the 

profitability of the company and the return of shareholders' equity, from the financial point of 

view of corporate performance. The basic idea is to decompose the return on net assets of 

enterprises into a number of financial ratio products, which will help in-depth analysis and 

comparison of business performance. The DuPont corporate firstly uses this method. Thus, 

it’s named DuPont analysis. The most significant feature of DuPont model is to evaluate the 

business efficiency and financial situation of the ratio and find their internal links. Moreover. 

Through the equity yield to a comprehensive reflection of the model from the DuPont 

analysis can be clearly reflected in a company performance through sales returns, asset returns 

and financial leverage adjustment. This model can give a good inspiration to the company 

management process, according to this decomposition method to carry out various parts of the 

analysis and solve the problem. Besides. Regular or irregular financial analysis and value tree 

analysis method can affect the return on net assets of the various key factors. Recognizing key 

performance indicators, particularly when using financial indicators to reflect company 

performance, can help identify key performance indicators and key success factors for the 

impact of composite indicators. But the flaw is that, from the perspective of enterprise 

performance evaluation, DuPont analysis only includes financial information, can not fully 

reflect the potential capacity of enterprises, there are great limitations in the practical 

application need to be noted that must be combined with other Information to be analyzed. 
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Firstly, the short-term financial pay too much attention to the results, it may encourage the 

company's short-term management behavior and ignoring the long-term value creation. 

Moreover, the financial indicators reflect the past business performance of enterprises, which 

measure the industrial era of enterprises to meet the requirements. Therefore. In the 

information age, customers, suppliers, employees, technological innovation and other factors 

own growing effects on the business performance, and DuPont analysis in these areas is 

powerless. Finally, in the market environment, the enterprise's intangible knowledge assets 

counts a lot for the long-term competitiveness of enterprises, DuPont analysis can not solve 

the problem of valuation of intangible assets. 
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2.5.4.Influence quantification 

Enable to analyze indicators, whose change has caused change in the basic ratio. 

Quantify, how the component ratios contribute to the change in basic ratio 

   Method of gradual changes works with absolute changes in component ratios，which 

called gradual changes method. The number of the component ratios = number of equations 

for influence quantification (each equation serves for given component ratio), Its advantages 

can be applied regardless of positive or negative values in component ratio or basic ratio. 

However, the disadvantage: order in decomposition can influence the results. 

 In the case of decomposition with 3 component ratios: 

 ΔXa1  Δa1 a2,0  a3,0 

 ΔXa2  a1,1  Δa2 a3,0 

 ΔXa3  a1,1  a2,1  Δa3                                   (2.16) 

 X – basic ratio 

 ΔX– absolute change in the basic ratio 

 a – component ratio 

 Δa – absolute change in the component ratio 

 ΔXa1 – absolute change in the basic ratio caused by the change in the first (a1)  
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Chapter 3. Financial characterization of Unilever 

Unilever is a Dutch-British transnational consumer goods company co-headquartered in 

Rotterdam, Netherlands and London, United Kingdom. Its products include food, beverages, 

cleaning agents and personal care products. It is the world's largest consumer goods company 

measured by 2012 revenue. Unilever is the world's largest producer of food spreads, such as 

margarine. Unilever is one of the oldest multinational companies; its products are available in 

around 170 countries. Unilever owns over 400 brands, but focuses on thirteen brands with 

sales of over one billion euros. It is a dual-listed company consisting of Unilever N.V, based 

in Rotterdam, and Unilever based in London. The two companies operate as a single business, 

with a common board of directors. Unilever is organized into four main divisions – Foods, 

Refreshment (beverages and ice cream), Home Care, and Personal Care. Similarly, we will 

get to know more knowledge about Unilever the following. 

  3.1. Overview 

Unilever has been in business since the 1880s. Whose unique heritage shapes the way 

they do business today. The history has crossed three centuries.  

In 1929, the United Kingdom Lever and the Netherlands Margarine Unie signed an 

agreement to set up Unilever company. After 80 years of development, Unilever has become 

one of the world's largest consumer goods companies，owning 163,000 employees in more 

than 100 countries and regions in the world  
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Unilever has 14 brands of 400 brands selling more than 170 countries and regions, which 

is the world's largest producer of ice cream, tea drinks, margarine and condiment 

manufacturers, washing, cleansing and hair care products. More than 160 million people in 

the world use Unilever products. Consumers around the world have trusted Unilever’s brand. 

Several brands of Unilever like Lipton and Omo have grown to sales of more than 1 billion 

euros brand. 

Unilever has been investing heavily in cutting-edge R & D. The six R & D centers in the 

UK, the Netherlands, the United States, India and China are constantly exploring new 

technologies and new ideas for innovative products to provide consumers with more value for 

products. 

As one of the world's largest advertisers, Unilever's annual global advertising and 

marketing total expenditure are more than 5 billion euros. 

What is more, Unilever has 264 production sites on six continents. They are constantly 

pursuing a better performance in terms of safety, efficiency, quality and environmental 

protection, implementing Unilever's global standards and management system. 

3.2.Strategy 

3.2.1"Slimming action" to strengthen the core brand 

Unilever is known for its multi-brand operation. 14 categories of 400 brands are sold in 

more than 170 countries and regions. Multi-brand marketing strategy is a brand strategy for 

enterprises to choose, it is the same type of product using two or more brands. Different 
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brands can be positioned in different market segments, so that enterprises have a greater 

market share, it can give low-brand loyalty to consumers more choices. In recent years, 

Unilever has shown that Unilever has come out of a "sustainable development path with 

corporate growth as a long-term goal and a brand strategy as its core competency". 

 In the 1990s, the structure of a group and two parent companies made the Unilever 

Group's duties unclear, decision-making slow, and gradually plunged into the dilemma of 

growth. At the same time, the industry's decentralization and brand aging-weakness came to 

be the main reason of their development. When Unilever's brands were more than 2000, the 

enterprises went through a sustained downturn, . In order to change this situation, in 1999, 

Unilever proposed a new global strategy - the road of growth, including re-contact with 

consumers, focus on brand privilege, explore new sales models and distribution methods, the 

establishment of world-class supply chain, simplify the business structure and building unique 

corporate culture. Focus strategy is mainly reflected in the industry, product categories and 

brands in three areas. The Unilever Group believes that the measure of whether the company 

is healthy or not is reflected in two aspects: the growth rate of first-line brands and the 

proportion of them in all operations. As a global CEO of Unilever, NiallFitzGerald has 

undergone drastic reforms, shuttled down parts of the plant, streamlined the company's 

structure, optimized product categories, and so on; especially in the process of screening 

products, phased out obsolete old brands, mergers and acquisitions New brand. By the year of 

2002，Unilever plans to build more than 130 factories declined to 75.In 2003. Four home-care 

products brand were sold to Lehman Brothers and WITKOFF Group, more than 2000 brands 

in the screening of 400 were going to be retained. Improve the brands in their respective value 
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chain in the strategic positioning, and focus on the market and marketing. And these retained 

products are in a particular market or region has a very competitive product, such as Wall’s, 

Lux and OMO. Through a series of brands cleanups action, Unilever's brand portfolio has 

been optimized to upgrade; core brand occupancy in the company from 75% in 1999 rose to 

90% in 2003. In 2008, it promoted to more than 95%. In the compression industry category, 

the concentration of brand size in the process, Unilever summed up the 80/20 rule, which 

means 80% of business sales are usually created by 20% of the brand or brand products. 

Unilever retained more than 400 brands own the average annual growth rate of more than 

4.6%, they are distinct daily-consumption brands in the crowd. Rich and excellent business 

management and experience, greatly enhanced Unilever's ability to control the brand. 

3.2.2Technological innovation to enhance brand competitiveness 

An important principle to Unilever's brand strategy is to continue to innovate, continue 

to endue the old brand new content. For Unilever, innovation means that the continuous 

improvement of product quality. Innovation is the key to the influence of the brand. Brand 

influence refers to the brand to open up the market, the ability to capture the market and 

profitability, the evaluation of brand influence of the basic indicators include brand awareness, 

brand reputation, brand preference, brand share, brand satisfaction, brand Loyalty, etc. These 

indicators stem from the consumer's direct evaluation and recognition of the brand, which are 

the core indicators of brand loyalty. Brand is not simply relying on a large number of 

advertising investments. Strengthen the management of the brand is to enhance the brand 

influence of an important part. Unilever is the expert of products what’re closely related to 
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people’s daily life, it combines the different characteristics of the market, put forward a lot of 

innovation Market thinking. On the brand innovation, Unilever has its own unique approach, 

They divided the development of brand into three stages: the first stage is to secure the brand 

to have the basic ability to survive, such as the need for production formula, advertising and 

marketing and distribution model improvement, the annual spent was over $ 6 billion for its 

own brand, making it one of the most investing on advertisements companies in the world; 

the second stage is the product brand due to own a new form, the brand should continue to 

create new forms in new value In order to promote brand innovation, Unilever is also 

established on three continents and 6 global R & D center, they will focus on the development 

and application of a variety of new technology, and the results of innovation into the future of 

the brand value. To shape the new brand, to better meet the needs of consumers. 

 3.2.3 Through the acquisition of the brand to capture the local market. 

 In multinational operations, Unilever does not blindly promote its own brand, but good 

at the acquisition of local brands and promoted to international brands. At present, Unilever in 

the world owns more than 400 brands, most of which are acquired and spread to the rest of 

the world in the process of efficiency to the brand, Unilever is very concerned about the 

market "globalization" and "localization" Combined with the international brand, Unilever 

localization transformation, to meet the needs of local consumers; on the local brand, 

Unilever takes into the international experience, resources and technology, on the one hand, 

fully inherit and carry forward the brand characteristics, on the other hand continue to 

introduce new vitality and connotation for the brand. Local brands and consumers have 
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feelings to maintain, Unilever's acquisition of local brands is by no means to weaken its 

impact on its own brand, so that shelved and even eliminated, but to upgrade it to Unilever 

global brand operation as a whole Strategy to become an international brand. 

3.3.Competiter&Comparison 

Procter & Gamble Co., also known as P&G, is an American consumer goods corporation 

headquartered in downtown Cincinnati, Ohio, United States of America, founded in 1837 by 

William Procter and James Gamble. It primarily specializes in a wide range of cleaning 

agents, personal care and hygienic products. Before the sale of Pringles to the Kellogg 

Company, its product portfolio also included foods, snacks and beverages. 

In 2014, P&G recorded $83.1 billion in sales. On August 1, 2014, P&G announced it 

was streamlining the company, dropping and selling off around 100 brands from its product 

portfolio in order to focus on the remaining 65 brands, which produced the bulk, i.e. 95%, of 

the company's profits. A.G. Lafley, the company's chairman, president, and CEO until 

October 31, 2015, said the future P&G would be "a much simpler, much less complex 

company of leading brands that's easier to manage and operate”. David Taylor is the current 

president and CEO of Procter & Gamble. 
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3.3.1Company development status quo comparison 

Procter & Gamble Company 

Company status: According to the latest 2016 US Fortune magazine announced that 

Procter & Gamble in the world top 500 hundred ranked, and its annual operating income of 

78.756 billion US dollars, the annual profit of 7.036 billion US dollars. 

Product categories: Procter & Gamble's offices in more than 80 countries and regions, its 

more than 300 brands operating in more than 160 countries and regions selling. Shampoo, 

hair care, skin care products, cosmetics, baby care products, women's health supplies, 

medicine, food, beverages, fabrics, home care, personal cleaning supplies and batteries are 

operated by Procter & Gamble. 

Unilever 

Company Position: In 2016, Fortune Magazine announced that Unilever ranked 147th in 

the world's top 500, and its annual operating income was $ 59.93 billion, with an annual profit 

of $ 5.445 billion. 

Product categories: Unilever in more than 170 countries and regions, more than 400 

brands sold. Now Unilever is not only one of the world's largest consumer goods companies, 

but also the world's ice cream, spices, tea drinks, margarine one of the producers. Every day 

the around 2 billion consumers around the world use Unilever products, each year Unilever 

has 170 billion products purchased by consumers around the world 
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3.3.2Product comparison 

Procter & Gamble Company: Procter & Gamble's adopt multi-brand strategy, but not 

simply put a number of different trademarks in a product, but according to the characteristics 

of different features of the product. To detergent market, for example, some consumers 

believe that the washing powder washing and rinsing capacity is the most important, some 

consumers think that to soften fabric is the most important. And multi-brand strategy has a 

different brand corresponding to the needs of different market characteristics. 

Unilever：Unilever made the same decision in the brand strategy with the Procter & 

Gamble the. Same choice of multi-brand strategy, but the is that P & G distinguish their 

brands according to the different functions of the product, and Unilever is based on product 

characteristics of the product brand distinction. For example, what Lux emphasis on the 

characteristics of the product is a special sense, Sunsilk stressed that the special ingredients, 

Clear is stressed that the special effect. 

3.3.3Pricing comparison  

Procter & Gamble Company：P & G initially entered the Chinese market when taking 

market-skimming price strategy. Local enterprises start to encourage the local so that the 

rapid rise of local enterprises. And foreign companies to enter the market, have implemented 

price promotions, making Procter & Gamble had to switch to low-cost strategy, and also 

began to enter the low-end market. 
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Unilever: Unilever is different from Procter & Gamble, from the initial entry into the 

market began to take low-cost strategy, and low-cost strategy as the most appropriate means 

to enter the market. In the consumer goods market, the consumer sensitivity to the price is 

very high. When consumers face low prices, the brand's temptation will be greatly reduced, 

Therefore, The price advantage is the decision to play a decisive role in consumer purchasing 

factors. 

3.3.4Channel comparison 

Procter & Gamble: the original P & G's channel strategy is to use the traditional 

distribution channels, the late stage P & G implement ate the distribution of integrated 

management system, so that competition between distributors to achieve the purpose of 

survival of the fittest, making the distributor streamlined but still retain a strong competitive 

edge, And the main sales channels into the big supermarket. 

Unilever: Unilever is also a headache for Unilever, which also takes traditional 

distribution strategies, Unilever has streamlined more than 600 distributors to more than 400, 

which is benefit for distributor management. And, Unilever for its sales channel is also the 

same choice of large supermarkets. For consumer goods, these places are undoubtedly the 

best sales channels. 

3.3.5Marketing comparison 

Procter & Gamble Company： Procter & Gamble believes that a lot of advertising can be 

faster to enter the market, so that consumers understand the product. Every year, Procter & 
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Gamble costs billions of dollars in China alone. And P & G’s advertises everywhere, 

newspapers, magazines, radio, especially television. 

 Unilever: Unilever focused more on the product life cycle, Thus, for marketing 

products, Unilever is based on the product in which the use of different promotional methods. 

When the new product enters the market, Unilever usually conducts a carpet-based 

advertising campaign, known to the consumer in the shortest possible time. And in the mature 

period, Unilever will use the well-known brand effect to achieve the promotion. 
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Chapter 4.Financial analysis of Unilever 

In the part of chapter 4,we will work with the practical analysis of Unilever. Furthermore, 

the content of chapter 2---the method of financial analysis will be applied to, combined with 

the practical. 

4.1.Common-size analysis  

As we illustrated before, common-size analysis consists of horizontal analysis and 

vertical analysis, which will be applied respectively. 

4.1.1.Horizontal analysis 

4.1.1.1.Analysis of the balance sheet 

 

Table 4.1 Statistics of liabilities                                      (Euro million) 

Time 2012 2013 2014 2015 2016 

Non-current liability 14425 13316 14122 16197 18893 

Current liability 15815 17382 19642 20019 20556 

Total liability 30240 30698 33764 36216 39449 

 

As we can find from the table 4.1.The non-current liability changed from 14425 to 

18839 during the time of 2012 to 2016, likewise, the current liability increase from 15815 to 

20556 in the same period. Similarly, the amount of total liability climb up from 30240 in 2012 

to 39449 in 2016.It can be seen clearly from the graph that the liability in 2016 is always the 



 34 

highest. Obviously，In 2016 ，included two of Unilever’s thirteen €1 billion plus brands: 

Rexona Antibacterial deodorant, which helps eliminate over 90% of odour-causing bacteria, 

was introduced to more than 40 countries; and Omo, with its enhanced formulation and 

cleaning technology, has now successfully been rolled-out across 27 markets. These brand 

expanding program require more funds and, leading to higher liability. 

 

Graph 4.1 Trend of liabilities                                        (Euro million) 

 

 

Displayed in the graph 4.1 is the statistics of the liability of Unilever during the period of 

2012~2016.As we can see, there was a steady rise of non-current liability from 

2012~2016.What’s worth our mentioning, the non-current liability of 2013 showed slight 

drop in these years. It’s not difficult to see that Unilever has more stable fund resource in long 

run, while their financing cost can be rising. However，the trend also showed the stable 

ascends in current liability and total liability. To some extent. It benefit for Unilever to collect 

financial support with lower costs and expenses. The consistent surge of total debt indicates 
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that Unilever is in a stable development period. 

 

Table 4.2 Statistics of assets                                       (Euro million) 

Time 2012 2013 2014 2015 2016 

Total asset 46189 45513 48027 52298 56429 

Non-current asset 34042 33391 35680 39612 42545 

Current asset  12147 12122 12347 12686 13884 

  

The table 4.2 shows the condition of assets during 2012~2016.There is a clear soar  

of these three category assets respectively. For instant, the total assets increase from 

46189 to 56429,as for non-current asset, rising from 34042 to 42545.,and the current asset, it 

grows from 12147 to 13884.What is noticeable, the number of asset emerges the only drop in 

these years. When we turn for the reason, we found that since the international financial crisis 

of 2008, the world economic recovery process is difficult and tortuous, vulnerability, 

uncertainty and imbalanced, which are important features of world economic development. In 

2013, the world economy continued to be under the fragile recovery stage, the overall 

situation is relatively stable, but continue to slide down to maintain the "weak growth" pattern. 

Affected by the general situation, the operating performance is also worrying. However，

Unilever's financial highlights point to a business that is delivered long-term financial 

performance. The growth has been strong and well ahead of Unilever's own market of 

Unilever's business highlights, which has been affected by the overall economic environment. 

With a majority of the business winning share despite the tough environment. Furthermore, 

there has been a marked step-up in the quality of the performance. Significant investments 

have been made, for example, behind the long-term drivers of growth, including R & D, 
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brand support and people development. 

 

Graph 4. 2 Trend of assets                                          (Euro million) 

 

 

From the graph 4.2.We can see the years between 2012 and 2016 witnessed a constant 

rise of these assets. For this point onwards. From the increase of corporate assets, it is not 

difficult to see the expansion of the corresponding scale. In addition, short-term assets is a 

very important form of assets, it is the most important embodiment for enterprise to carry out 

the normal production and business activities of the protection, but also the short-term 

solvency of enterprises. 

 

Table 4. 3 Statistics of balance sheet                                 (Euro million) 

Time 2012 2013 2014 2015 2016 

Total asset 46189 45513 48027 52298 56429 

Total liability 30240 30698 33764 36216 39449 

Equity 15949 14815 14263 16082 16980 
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It can be seen clearly that the total assets increase from the amount of 46189 to 

56426,similarly.the number of total liability go upwards from 30240 to 39449.What deservers 

our mention, the equity changes frequently from 15949 to 16980, bottoming out at 14263 in 

the year of 2014. Tough economic and financial headwinds with continued competitive 

intensity made 2014 one of the most challenging years that the industry and Unilever have 

faced for some time. A slowdown in the growth of emerging markets proved a testing 

environment while consumers in developed markets continued to show caution. Volatile 

currencies were a further negative. These factors effect the changes during this period. 

 

Graph 4. 3 Trend of balance sheet                                   (Euro million) 

 

 

The graph 4.3 shows the data of the overall balance sheet. Apparently, the total assets 

went through a steady rise during these five years, and the total liability shows consistent 

upward trend while the equity has waving increase from 2012 to 2016.It is important for a 

company to look for an appropriate capital structure, to minimize the average cost of capital 
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and maximize the value of the firm. As we can see. The liability part occupied high-rate in the 

total assets. It is necessary for Unilever to pay attention to their capital structure. 

 

4.1.1.2.Analysis of the income statement 

Table 4. 4 Statistics of income statement                               (Euro million) 

Time 2012 2013 2014 2015 2016 

Turnover 51324 49797 48436 53272 52713 

Operating profit 6977 7517 7980 7515 7801 

Net finance costs -535 -530 -477 -493 -563 

Net profit (EAT) 4836 5263 5515 5259 5547 

 

The table 4.4 shows the changes of some items. For instant, the turnover changes from 

51324 to 52713;however, it experienced a drop in 2013 and 2014.the operating profit 

escalated from 6977 to 7801.What’s more, the net finance cost fluctuate from 535 to 

563.Similarlly.the net profit rise from 4836 to 5547. Although we saw solid performances in 

savory and dressings, with both Knorr and Hellmann’s building share, sales declined in 

spreads due to falling markets in Europe and North America. It affect their business . 
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Graph 4. 4 Trend of income statement                                 (Euro million) 

 

 

  We can clearly find from the graph 4.4. They present a same trend in the period from 

2012 to 2016.To our surprise; there is a clear change in 2014, which reach the extreme of this 

period. As for the reason, it is the economic and financial headwinds with continued 

competitive intensity made 2014 one of the most challenging years that the industry and 

Unilever have faced for some time. A slowdown in the growth of emerging markets proved a 

testing environment while consumers in developed markets continued to show caution. 

Volatile currencies were a further negative. 

 

 

 

 

 

-10000

0

10000

20000

30000

40000

50000

60000

2012 2013 2014 2015 2016

Turnover

Operating profit

Net fiance costs

Net profit(EAT)



 40 

4.1.1.3.Analysis of the cash -flow statement 

Table 4. 5 Statistics of cash-flow statement                            (Euro million) 

Time 2012 2013 2014 2015 2016 

Operating activity 6836 6294 5543 7330 7047 

Investing activity -755 -1161 -341 -3539 -3188 

Financing activity -6622 -5390 -5190 -3032 -3073 

 

 In table 4.5.There was a leveling off at operating activity from 6836 to 7047, while the 

cash-flow of investing activity keep negative number from 755 to 3188.Besides, the financing 

activity cash-flow change from -6622 to -3073.It reflect some problems in some degree. 

Although the company's operating conditions are good, but the business of Unilever is 

involved in some trouble, on the one hand, they have to repay the previous debt, on the other 

hand continue to invest. Thus, Unilever should always pay attention to changes in operating 

conditions to prevent the deterioration of the financial situation. 
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Graph 4. 5 Trend of cash-flow statement                               (Euro million) 

 

 

   From the graph 4.5, it is not complicated to find the distinct tendency of these three 

activities curves .As we can see, the cash-flow of operating activity and financing activity 

reach the lowest point in these time in 2014,while the investing activity reach the peak. On 

the contrary, the operating activity and financing activity cash flow come to a summit. 

Simultaneously, the investing activity cash flow approaches its top amount. In broad terms, 

consumer demand ok weak in the period of 2014 to 2015, with market growth continuing to 

be subdued from emerging markets while showing some signs of low-level growth in North 

America and Europe. Many emerging scenes were hit by local currency devaluations Versus 

the US dollar, driving up the cost of consumer goods faster than wage growth. A number of 

these economies export commodities and have also hit by slowing global demand. In response 

to devaluations, interest rates in many countries firing more high, Incomes. For all reasons, 

Unilever remain prudent in our approach and single-mindedly focused on building the 

resilience and the agility of their portfolio and organization. Unilever had to make good 

-8000

-6000

-4000

-2000

0

2000

4000

6000

8000

10000

2012 2013 2014 2015 2016

Operating activity

Investing activity

Financing activity



 42 

progress on these fronts in these days. Operating in good condition require financing of funds, 

enterprises are often in the expansion period, when the product quickly occupied the market, 

sales showed a rapid upward trend, performance In order to expand market share, enterprises 

still need a large amount of additional investment, and the net cash flow from operating 

activities alone may not be able to meet the required investment, and the necessary external 

funds must be raised as a supplement. The above phenomenon is explained. 

 

Table 4. 6 Statistics of operating activity cash-flow                       (Euro million) 

Time 2012 2013 2014 2015 2016 

cash inflow of operating activities 9173 10139 9752 9959 9987 

cash outflow of operating activities -2337 -3845 -4209 -2629 -2940 

Net cash flow from operating activities 

 

6836 6294 5543 7330 7047 

 

Graph 4. 6 Trend of operating activity cash-flow                         (Euro million) 
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these five years. However, the cash inflow is always far more than the cash outflow from 

operating activity, which ensure the enterprise’s business. The net cash flow of the surplus is a 

good example of the virtuous circle of business operations, which leads to cash inflows, and 

the greater the cash inflow, the more robust the business and the more successful it is. In the 

long run, cash flow from business activities is already in good working order only when the 

cash flow generated by business activities is greater than zero and remains free after 

compensating for the non-cash consumption costs of the current period. Because at this time 

enterprises through the normal commodity purchase, production, sales brought about by the 

cash inflows not only able to pay for business activities caused by the currency outflow, 

compensation for all current non-cash consumption costs, but also spare capacity for the 

enterprise investment activities provide cash flow support. 

 

 Table 4. 7 Statistics of financing activity cash-flow                      (Euro million) 

Time 2012 2013 2014 2015 2016 

cash inflow of financing activities 1441 1668 5512 7811 7019 

cash outflow of financing activities -8063 -7058 -10702 -10843 -10092 

Net cash flow from financing activities -6622 -5390 -5190 --3032 -3073 
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Graph 4. 7 Trend of financing activity cash-flow                         (Euro million) 

 

If we combine the table 4.7 and graph 4.7 together, it is not hard to find that the cash out 

flow in financing activity keep steady high level, even surpass the cash inflow a large number, 

resulting to the consistent negative net cash flow in the five years. Moreover, the sharp 

increase of these cash flow from 2013 to 2015 worth our attention. From the large demand for 

funds of Unilever in this period of time, we can easily find. For the duration of this period, the 

overall economic went downwards, Unilever in this period of time to continue its adjustment 

strategy to raise more funds. For example, The further deepening of the Unilever Sustainable 

Living Plan (USLP) in 2015 and its commitment to reducing environmental footprint and 

improved positive social impact helped to ensure their growth. Unilever was able to take the 

short-term measures necessary to respond to events - Further tightening their belts, for 

example, and simplifying the organization as initiatives as Project Half for Growth - while at 

the same time ongoing to invest in the long-term drivers of growth. The launches of some of 

the biggest brands into new markets - like Omo in the Gulf, Clear in Japan or Lifebuoy in 
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China - were great examples of this. Unilever also made a number of strategic acquisitions 

over the year to help add our portfolio further: the Talenti super- premium ice cream business 

in North America, for Example, and the Qinyuan water purification business in China, both 

take Unilever into some attractive segments of the market. 

 

Table 4. 8 Statistics of investing activity cash-flow                       (Euro million) 

Time 2012 2013 2014 2015 2016 

cash inflow of investing activities 2853 1732 2306 748 787 

cash outflow of investing activities -3608 -2893 -2647 -4287 -3975 

Net cash flow from investing activities -755 -1161 -341 -3539 -3188 

 

Graph 4. 8  Trend of investing activity cash-flow                       (Euro million) 

 

 

Similarly, from these tables 4.8 and graph 4.8, which is about investing activity cash flow. 

We know that Unilever is in the development period, has a large number of investment, It is in 

the high growth period, rapid growth in product sales, operating cash flow is positive, while 

0

500

1000

1500

2000

2500

3000

3500

4000

4500

5000

2012 2013 2014 2015 2016

cash inflow of investing
activities

cash outflow of investing
activities



 46 

the market share of enterprises to increase investment, investment cash flow is still 

negative .As for the huge fluctuation during 2013 ~2015,the reasons for financing activity 

cash flow make sense. 

 

4.1.2.Vertical analysis 

4.1.2.1.Analysis of the balance sheet 

 

Table 4. 9 Statistics of liabilities                                      (Euro million) 

Time 2012 2013 2014 2015 2016 

Non-current liability  14425 13316 14122 16197 18893 

Proportion 47.70% 43.38% 41.83% 45.12% 47.89% 

Current liability 15815 17382 19642 20019 20556 

Proportion 52.30% 56.62% 58.17% 54.88% 52.11% 

Total liability 30240 30698 33764 36216 39449 

Proportion 100% 100% 100% 100% 100% 

 

  As we can see from table 4.9, the short-term and long-term liability are almost in the 

same proportion .the current liability fluctuate from 47.70% to 47.89% during these period, 

after going through the low ebb in 2013~2015.In contrast, the percentage of current liability 

rises from 52.30% to 52.11%, which reaches the peak of 58.17% in 2014.It shows the slight 

adjustment of the structure of liability. 
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Graph 4. 9 Proportion of liabilities                                    (Euro million) 

 

 

Apparently. In graph 4.9. We find Unilever has less cost and expenses in 2014, holding 

higher percentage of short-term liabilities. Short-term debt funds because of its convertibility, 

flexibility and diversity, is easier to adjust the capital structure of enterprises, as well as lower 

capital costs, improving their corporate compensation; Conversely, the use of short-term debt 

will increase business risk; on the other hand, Unilever, its long and short term debt is more 

symmetric, which is able to balance the cost of borrowing and risk issues. 
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Table 4. 10 Statistics of assets                                      (Euro million) 

Time 2012 2013 2014 2015 2016 

Total assets 46189 45513 48027 52298 56429 

Proportion 100% 100% 100% 100% 100% 

Non-current assets 34042 33391 35680 39612 42545 

Proportion 73.66% 73.33% 74.29% 75.74% 75.40% 

Current assets  12147 12122 12347 12686 13884 

Proportion 26.34% 26.67% 25.71% 24.26% 24.6% 

 

  The table 4.10 indicates the situation of the asset proportion during 2012~2016,as we 

can see clearly the current assets change from 26.34% to 24.60%, with modest decline in this 

period. Whereas, the non-current assets wave from 73.66% to 75.40% in these years. 

However, the non-current assets are always accounting the largest share of total assets. To be 

more exact, the business operation is well and steady in these five years, which illustrated the  

feasibility and Long - term efficiency of the Unilever sustainable living programme. 

 

 

 

 

 

 

 

 

 



 49 

Graph 4. 10 Proportion of assets                                      (Euro million) 

 

 

In graph 4.10. Long-term assets need to maintain the appropriate proportion in total 

assets, from the point of view of long-term capital balance and coordination, the appropriate 

proportion is conducive to the stability of corporate financial structure and financial risk 

control. This indicator reflects the rationality of the use of funds, and whether there is blind 

investment in the enterprise, the long-term assets of the flow of funds, or the use of 

indebtedness is not sufficient to help strengthen the internal management of the enterprise 

And external supervision. From the prospective of maintaining the stability and long-term 

security of the enterprise, the higher value of the proportion, the better is for firm, 

Nevertheless, overtop will also bring the growth of financing cost. Unilever's long-term assets 

are almost over 70% in the total assets, which deserves our eyes. 
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Table 4. 11 Statistics of balance sheet                                 (Euro million) 

Time 2012 2013 2014 2015 2016 

Total assets 46189 45513 48027 52298 56429 

Proportion 100% 100% 100% 100% 100% 

Total liability 30240 30698 33764 36216 39449 

Proportion 65.47% 67.45% 70.30% 69.25% 69.96% 

Equity 15949 14815 14263 16082 16980 

Proportion 34.53% 32.55% 29.70% 30.75% 30.04% 

 

Graph 4. 11 Proportion of balance sheet                                (Euro million) 

 

 

  From table 4.11 and graph 4.11.We can have an eye of the structure of Unilever’s 

assets. Obviously, the total liability is the major part of the assets, which accounts over nearly 

70% . It is not difficult to see the expansion of Unilever in recent years, due to Unilever's 

organizational change plan, increased profitability and their growing significant investment. 

In the realization of Unilever's industrial base of modernization. Significant progress has been 

made in upgrading internal capacity. In addition, strict discipline was imposed on capital 
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expenditure and working capital, and improved in 2015. This reflects Unilever's sharper and 

more diversified strategy, and the ability to push greater and greater innovation into more 

markets. In addition, Unilever's Net Revenue Management (NRM) - a detailed program to 

optimize pricing which aims to drive additional volume as well as value. It measures the right 

packs, at the right prices in the right channels to optimize differing buying opportunities. At 

the end of 2016 NRM had been applied to about 50% of our turnover since its introduction. 

 

4.1.2.2.Analysis of the income statement 

Table 4. 12 Statistics of income statement                         (Euro million) 

Time 2012 2013 2014 2015 2016 

Operating cost 44347 42280 40456 45757 44912 

Proportion 86.25% 84.69% 83.28% 85.58% 84.83% 

Non-operating 

cost 

535 530 477 493 563 

Proportion 1.04% 1.06% 0.99% 0.092% 1.06% 

Taxation 1697 1851 2131 1961 1922 

Proportion 3.30% 3.71% 4.39% 3.67% 3.63% 

Net profit 4836 5263 5515 5259 5547 

Proportion 9.68% 10.54% 11.34% 10.61% 10.48% 

Sum of revenue and 

non-operating income 

51415 49924 48579 53470 52944 

Proportion 100% 100% 100% 100% 100% 
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Graph 4. 12 Proportion of income statement                          (Euro million) 

 

 

As we can see from table 4.12 and graph 4.12, the operating cost accounts the majority 

of the total bar, which is over 80% every year. The other crucial part is the net profit; the 

percentage is approximately 10% for each. Noticeably, the net profit meets the highest point 

in 2014,which is 11.34%. It is quite obvious and clear the considerable amount of business of 

Unilever, although the global economic environment is not optimistic to the daily consumer 

goods industry, but for Unilever, the growth of newly emerging markets, the continuous 

development of the brand, and the development of Unilever's business remain at a high level. 

To be exact, the E-commerce grow 49% in 2016 and the direct to consumer channel expanded 

significantly, mainly through the acquisition of Dollar Shave Club, Growing at 47% 

year-on-year. Acquisitions are part of their relentless focus on existing collections brand 

portfolio. They help preserve market position in attractive segments where Unilever can bring 
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global scale and local strengths to bear. 

4.1.2.3.Analysis of the cash flow statement 

Table 4. 13 Statistics of operating activity cash-flow                      (Euro million) 

Time 2012 2013 2014 2015 2016 

cash inflow of operating activities 9173 10139 9752 9959 9987 

Proportion 134% 161% 176% 136% 142% 

cash outflow of operating activities -2337 -3845 -4209 -2629 -2940 

Proportion -34% -61% -76% -36% -42% 

Net cash flow from operating activities 6836 6294 5543 7330 7047 

Proportion 100% 100% 100% 100% 100% 

 

Graph 4. 13 Proportion of operating activity cash-flow                    (Euro million) 

 

From table 4.13 and graph 4.13.We can capture some clues. The cash inflow went 
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and 2014 deserve our attention. In the past two years, sales fell due to declines in Europe and 

North America. While early signs of recovery encouraged Unilever to expand its business, 

even through the broader improvements is on we have not yet seen what we expected. As part 

of Unilever's strategy to develop a food-adapted growth strategy, Unilever further cut their 

portfolio in 2013, stripping some of the brands that are less strategic and underperforming, 

but this track effects make 2013 and 2014 business Slipped. 

 

Table 4. 14 Statistics of financing activity cash-flow                    (Euro million) 

Time 2012 2013 2014 2015 2016 

cash inflow of financing activities 1441 1668 5512 7811 7019 

Proportion -22% -31% -106% -258% -228% 

cash outflow of financing activities -8063 -7058 -10702 -10843 -10092 

Proportion 122% 131% 206% 358% 328% 

Net cash flow from financing activities  -6622 -5390 -5190 -3032 -3073 

Proportion 100% 100% 100% 100% 100% 

 

Graph 4. 14  Proportion of financing activity cash-flow                  (Euro million) 
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From the table 4.14 and graph 4.14.We can obviously find that the two sorts of financing 

activity cash flow present distinct tendency. The cash inflow of financing activity increase 

year by year, while the cash out flow of financing activity decline gradually. The large number 

of net cash flow from financing activities reflects some information. Because of Unilever's 

unique market position in its industry, its profitability attracts a lot of capital inflows, resulting 

in a higher asset-liability ratio, which is generally considered that there are some risks exist in 

the asset structure and solvency of Unilever. But it is because Unilever has a high profitability, 

it makes Unilever has a strong ability to borrow and attracting a lot of capital investment and 

fund lending. 

 

Table 4. 15 Statistics of investing activity cash-flow                      (Euro million) 

Time 2012 2013 2014 2015 2016 

cash inflow of investing activities 1441 1668 5512 7811 7019 

Proportion -22% -31% -106% -258% -228% 

cash outflow of investing activities -8063 -7058 -10702 -10843 -10092 

Proportion 122% 131% 206% 358% 328% 

Net cash flow from investing activities -6622 -5390 -5190 -3032 -3073 

Proportion 100% 100% 100% 100% 100% 
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Graph 4. 15 Proportion of investing activity cash-flow                    (Euro million) 

 

 

The table 4.15 and graph 4.15 show us the growing trend of cash outflow of investing; 

similarly, the cash inflow of investing activities went through a fluctuation in the period, 
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4.2.Fnancial ratio analysis  

4.2.1.Profitavility ratios analysis  

Table 4. 16 Statistics of profitability ratios                                                 

Time 2012 2013 2014 2015 2016 

Operating 

profit margin 

0.135940301 0.150952869 0.164753489 0.141068479 0.147990059 

Net profit 

margin 

0.094224924 0.105689098 0.113861591 0.098719778 0.105230209 

Return on 

assets 

0.151053281 0.165161602 0.166156537 0.143695744 0.13824452 

Return on 

equity 

0.303216503 0.355248059 0.386664797 0.327011566 0.326678445 

 

Graph 4. 16  Changes of profitability ratios                                                     
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present the same trend in these years. What deserve out mention, the profitability ability of 

2014 is the best of these years, after that, the profitability of Unilever show a downwards trend. 

 

4.2.2.Liquidity ratios analysis 

 

Table 4. 17 Statistics of liquidity ratios                                                     

Time 2012 2013 2014 2015 2016 

Current ratio 0.76806829 0.697388103 0.628601975 0.633697987 0.675423234 

Quick ratio 0.487575087 0.470889426 0.416403625 0.417153704 0.467308815 

Cash ratio 0.155864685 0.13145783 0.109510233 0.114990759 0.164526172 

 

Graph 4. 17 Changes of liquidity ratios                                                   
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4.2.3.Solvency ratio analysis 

Table 4. 18 Statistics of solvency ratios                                                     

Time 2012 2013 2014 2015 2016 

Debt 

ratio 

0.654701336 0.674488608 0.703021217 0.692493021 0.699090893 

Debt-to-

equity 

ratio 

1.896043639 2.072089099 2.367243918 2.251958712 2.323262662 

Interest 

coverage 

13.26425856 15.034 15.96 14.56395349 13.35787671 

 

Graph 4. 18 Changes of solvency ratios                                                     

 

 

In table 4.18 and graph 4.18. First of all. The curve of debt ratio and debt-to-equity ratio 
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4.2.4.Assets management ratios analysis 

 

Table 4. 19 Statistics of assets management ratios                                                  

Time 2012 2013 2014 2015 2016 

Average 

collection 

turnover 

31.11526771 34.92499548 37.37798332 32.46433398 34.84377668 

Account 

receivable 

turnover 

11.56988278 10.30780377 9.631338238 11.08909242 10.33183065 

Inventory 

turnover 

9.997069432 10.73914148 9.706333973 10.55524798 10.49836372 

Total 

assets 

turnover 

1.111173656 1.094126953 1.008516043 1.018624039 0.934147336 

 

 

 

 

 

 

 

 

 

Graph 4. 19 Changes of assets management ratios 
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  As we can find from the table 4.19 and graph 4.19.The account receivable turnover 

and inventory turnover seems really close, around at the number of 10.However, the total 

assets turnover has a low and consist tendency in the period, while the develop of average 

collection period curve show a fluctuating, arriving the top at 2014. 
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4.3.Pyramidal decompositions 

Table 4. 20 Statistics of pyramidal decompositions                                                   

Time 2012 2013 2014 2015 2016 

Tax 

burden 0.740241849 0.739808828 0.721292179 0.728393352 0.742669701 

Interest 

burden 0.925485196 0.934331495 0.938620182 0.933298862 0.927480442 

EBIT 

margin 0.137537994 0.152900777 0.168180692 0.145217 0.152770664 

Assets 

turnover 1.111173656 1.094126953 1.008516043 1.018624039 0.934147336 

Financial 

leverage 2.896043639 3.072089099 3.367243918 3.251958712 3.323262662 

ROE 0.303216503 0.355248059 0.386664797 0.327011566 0.326678445 

 

Table 4. 21 Method of gradual change  

 
Tax burden 

Interest 

burden 
EBIT margin 

Assets 

turnover 

Financial 

leverage 

2012-2013 -0.000177373 0.002896615 0.034172554 -0.005217659 0.02035742 

Order 5 4 1 3 2 

2013-2014 -0.008891491 0.001589816 0.034771512 -0.029946093 0.033892994 

Order 4 5 1 3 2 

2014-2015 0.003806743 -0.002213701 -0.053013419 0.003360035 -0.011592889 

Order 3 5 1 4 2 

2015-2016 0.006409355 -0.00207863 0.01723523 -0.028908291 0.007009215 

Order 4 5 2 1 3 
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4.4.Comments 

From Unilever's profitability analysis, Unilever's profitability in 2012 to 2016 is very 

stable, with a slight increase in the volatility, as the consumer goods industry leader, owning a 

stable profitability capacity. 

From the trend changes of liquidity, Unilever’s liquidity has been declining in the five 

years. In addition, Unilever's asset structure shows a low share of current assets. From the 

current ratio, the rapid ratio and cash ratio can also be seen that the liquidity of Unilever is 

relatively weak, with a some financial risks. However, this is not a lack of operational 

capacity, on the contrary, due to their performance, most of the investors are in optimism, 

resulting in the proportion of corporate liquidity liabilities are high-rate. Because Unilever has 

such a unique business model, there is some limit to the current ratio, rapid ratio and cash 

ratio to assess its liquidity. 

In terms of long-term solvency, Unilever's asset structure has changed slightly over the 

past few years, the proportion of liabilities has been relatively high in its asset structure. As an 

indicator of long-term solvency. Generally, it is accepted that the lower the index is, the less 

corporate liability has. Similarly, the more stable the supply of funds, the more stable the 

financial situation, the stronger the solvency. What is more. Because of Unilever's unique 

market position and business model attracts banks and many investors, leading to a lot of cash 

flow and profitability, which also led to a higher solvency ratio, as long as we look at this 

indicator, we will think that Union asset structure and solvency are poor, but the opposite is 

true. Because Unilever's profitability is high, with a strong ability to borrow, through a broad 
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prospect to attract a lot of capital investment. 

In addition, Unilever is in the consumer goods industry, accounts receivable turnover, 

inventory turnover rate and other indicators cannot be completely reasonable measure of 

Unilever's operating capacity. Unilever is a consumer goods industry and its sales are 

seasonally affected. 

In recent years, the global packaging food industry is facing declining growth and 

emerging brands and new competitions, the development of market deflation and consumers 

pay more attention to health problems. Unilever performed steady in emerging markets, the 

company's growth slowed. In February, the world food giant Kraft Heinz proposed planning 

to spend $ 143 billion to complete the acquisition of Unilever. Before the plan, Unilever's 

market capitalization was about $ 125 billion. In other words, Kraft is willing to pay 14.4% 

premium to complete the acquisition. Soon after, Unilever refused the plan; Kraft's program 

failed, However，it still reflects Unilever's corporate value. 

To sum up, although the liquidity and solvency of Unilever is relatively weak, Unilever 

has good profitability and stable asset management capabilities. Thus, Unilever will maintain 

its consistent performance with steady development. 
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Chapter 5.Conclusion 

Finally, the result of our financial analysis approach reflects a basket of information 

about the company's finances and developments. From the perspective of investors, financial 

analysis is clearly able to provide effective reference information for its investment decisions. 

For creditors, to develop a mature and secure loan plan, to calculate the benefits and their 

returns, mean a lot. As for the company managers, the development of policies, adjustment of 

the strategy, decision-making of the company in the next cycle with better performance. All in 

all, this thesis aims to assess the financial situation of Unilever's companies and take different 

proportions and methods to assess them.  

Unilever's balance sheet, consolidated income statement and cash flow statement provide 

us with analytical data and ideas. We have made a comparative analysis of their absolute and 

relative changes. It is not difficult to see that the development of Unilever grow steadily in 

recent years, the total assets increase along with the growing liability which operation requires, 

showing a stable development trend of Unilever. 

 We also use financial ratio analysis and formulas to analyze the company's development 

and experience. Among them, the four ratios: liquidity ratio, solvency ratio, activity ratio and 

profitability are very essential and valuable reference and judgment criteria. As for the 

financial situation of the joint company, it is not difficult clues to find from our analysis; we 

also combine some of the charts.  

DuPont analysis reflects the impact of different elements in different years. It can be seen 

that EBIT margin is most important in most of the years, and in recent times, asset turnover 
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has become a vital element. However， EBIT margin still can not be ignored to Unilever. 

 It cannot be denying, such old-brand company like Unilever. Nowadays. In the 

complicated and changeable economic environment, the financial analysis of Unilever in the 

Five years (2012-2016) showed their favorable profitability. Unilever owns steady assets 

management capacity, while its solvency and liquidity is weaker. All in all，Unilever should 

make adjustment to their asset structure and pay attention to the potential debt risks while 

maintaining the stable development. 

 

 

 

 

 

 

 

 

 

 

 

 



 67 

Bibliography  

KEOWN, A.J.J.D.MARTIN and J.W.PETTY. Financial Management: Principles and 

Applications.10th ed. Upper Saddle River: Prentice Hall, 2004. 880p. ISBN 0131450654. 

REVSINE, Lawrence and Daniel W.COLLINS. Financial Reporting and Ananlysis.6th ed. 

New York: McCraw-Hill, 2014. 1152p. ISBN 0078025672. 

WAHLEN, J. M.S.P.BAGINSKI and M.BRADSHAW. Financial Reporting, Financial 

Statement Analysis and Valuation.8th ed. London: Cangage Learning, 2014.1200p.ISBN 

1285190904. 

. 

Electronic Reference  

https://www.unilever.com/investor-relations/annual-report-and-accounts/ 

https://en.wikipedia.org/wiki/Financial_analysis 

http://www.investopedia.com/walkthrough/corporate-finance/2/financial-statements/

balance-sheet.aspx?ad=dirN&qo=investopediaSiteSearch&qsrc=0&o=40186 

 

 

 

 

 

 

 

 

 

 

 

 



 68 
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OPM      Operating profit margin 

ROA      Returns on assets   

ROE      Return on equity 

R&D     Research and development  

SEC      Securities and Exchange Commission  

TAT      Total assets turnover  
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Annexes 1：Balance sheet of Unilever Company from 2012-2016  

 

 

 

2016 2015 2014 2013 2012

Assets

Non-current assets

Goodwill 17624 16213 14642 13917 14619

Intangible assets 9809 8846 7532 6987 7099

Property, plant and equipment 11673 11058 10472 9344 9445

Pension asset for funded schemes in surplus694 934 376 991 758

Deferred tax assets 1354 1185 1286 1084 1050

Financial assets 673 605 715 505 535

Other non-current assets 718 771 657 563 536

42545 39612 35680 33391 34042

Current assets

Inventories 4278 4335 4168 3937 4436

Trade and other current receivables 5102 4804 5029 4831 4436

Current tax assets 317 230 281 217 217

Cash and cash equivalents 3382 2302 2151 2285 2465

Other financial assets 599 836 671 760 401

Non-current assets held for sale 206 179 47 92 192

13884 12686 12347 12122 12147

Total assets 56429 52298 48027 45513 46189

Liabilities 

Current liabilities

Financial liabilities 5450 4789 5536 4010 2656

Trade payables and other current liabilities13871 13788 12606 11735 11668

Current tax liabilities 844 1127 1081 1254 1129

Provisions 390 309 418 397 361

Liabilities associated with assets held for sale1 6 1 4 1

20556 20019 19642 17382 15815

Non-current liabilities

Financial liabilities 11145 9854 7186 7491 7565

Non-current tax liabilities 120 121 161 145 100

Pensions and post-retirement healthcare liabilities:

   Funded schemes in deficit 2163 1569 2222 1405 2060

   Unfunded schemes 1704 1685 1725 1563 2040

Provisions 1033 831 916 892 846

Deferred tax liabilities 2061 1744 1534 1524 1414

Other non-current liabilities 667 393 378 296 400

18893 16197 14122 13316 14425

Total liabilities 39449 36216 33764 30698 30240

Equity

Shareholders’ equity

Called up share capital 484 484 484 484 484

Share premium account 134 152 145 138 140

Other reserves -7443 -7816 7538 6746 6196

Retained profit 23179 22619 20560 20468 20964

16354 15439 13651 14344 15392

Non-controlling interests 626 643 612 471 557

Total equity 16980 16082 14263 14815 15949

Total liabilities and equity 56429 52298 48027 45513 46189
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Annexes 2 ：Income statement of Unilever Company from 2012-2016 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2016 2015 2014 2013 2012

Turnover  52713 53272 48436 49797 51324

cost of operating activity 44912 45757 40456 42280 44347

Operating profit  7801 7515 7980 7517 6977

Net finance costs  -563 -493 -477 -530 -535

Finance income 115 144 117 103 136

Finance costs -584 -516 -500 -500 -526

Pensions and similar obligations -94 -121 -94 -133 -145

sum of 231 198 143 127 91

Share of net profit/(loss) of joint ventures and associates  127 107 98 113 105

Other income/(loss) from non-current investments and associates  104 91 45 14 -14

Profit before taxation 7469 7220 7646 7114 6533

Taxation  -1922 -1961 -2131 -1851 -1697

Net profit 5547 5259 5515 5263 4836

Attributable to:

Non-controlling interests 363 350 344 421 468

Shareholders’ equity 5184 4909 5171 4842 4368

Combined earnings per share  

Basic earnings per share (€) 1.83 1.73 1.82 1.71 1.54

Diluted earnings per share (€) 1.82 1.72 1.79 1.66 1.5
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Annexes 3 ：Cash flow statement of Unilever Company from 2012-2016 
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