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[bookmark: _Toc227857099]Executive Summary
This report assesses the adequacy of Unilever plc to continue the expansion based on the assignment case-study Excel workbook as the main source of quantitative data and the contextual assessment of the official disclosures of sustainability of Unilever plc. The workbook reveals a balanced but eventually good financial outlook in the years 2024 to 2025. Revenue declined from £58,420m to £55,980m, yet operating profit increased from £8,950m to £9,320m and net profit from £6,110m to £6,780m. This lifted operating margin from 15.32% to 16.65%, net margin from 10.46% to 12.11%, ROA from 7.49% to 8.75%, ROE from 27.28% to 32.21%, and free cash flow margin from 12.41% to 13.47%. 
The balance sheet should however be taken with care. Both liquidity ratios were below 1 in the two years and leverage although there was some improvement on some measures, was still material overall. ESG performance is strategic and not cosmetic: Unilever demonstrates believable achievements in operational decarbonisation, plastics, responsible sourcing and governance, scope 3 emissions, packaging transition and supply-chain execution are still current issues. 
The report concludes that Unilever can have selective, gradual expansion, rather than aggressive expansion. It proposes cash-efficient expansion in high-potential markets and channels, with internal cash generation to support the expansion and sustainability-linked debt where suitable funding of ring-fenced ESG capital projects.
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[bookmark: _Toc227857100]Introduction
Unilever plc is a multinational corporation that deals with consumer goods, in which its products are sold in approximately 190 countries (Unilever, 2026a). The sales movement cannot be used as the sole measure of expansion decisions in this sector. The profitability, liquidity, leverage and cash generation should be evaluated along with ESG performance since the risks and opportunities associated with sustainability may impact cash flows, access to finance and cost of capital (IFRS Foundation, 2025). Ratio analysis is consequently helpful, as it transforms accounting data into decision-making indicators of performance and funding abilities (McLaney, 2017; Phillips et al., 2021).
This report evaluates the recent performance of Unilever in terms of its financial performance, ESG performance, and whether the company is robust enough to grow. It subsequently suggests an eco-friendly growth plan and explains why the most appropriate source of funds is appropriate. The assignment case-study Excel workbook provides all the financial calculations, ratios and chart interpretations as opposed to live published Unilever financial statement numbers.

[bookmark: _Toc227857101]Financial Performance Analysis
Table 1. Selected financial indicators from the Excel workbook
	Indicator
	2024
	2025

	Operating Margin
	15.32%
	16.65%

	Net Margin
	10.46%
	12.11%

	ROA
	7.49%
	8.75%

	ROE
	27.28%
	32.21%

	Current Ratio
	0.82
	0.80

	Quick Ratio
	0.55
	0.54

	Debt-to-Equity
	1.42
	1.41

	Free Cash Flow Margin
	12.41%
	13.47%



The workbook is most indicative of the fact that profitability increased even when revenue was lower. Revenue fell by £2,440m, or 4.2%, from £58,420m in 2024 to £55,980m in 2025. But operating profit and net profit increased by 370m and 670m respectively. This increased the operating margin by 15.32 to 16.65 and net margin by 10.46 to 12.11 which means that it has a better management of costs and a better conversion of earnings. The returns also got much better: ROA rose to 8.75% and ROE to 32.21. The asset turnover was generally stable at 0.72, thus the growth was primarily due to a better quality of margin and not due to an increase in sales productivity. The quality of the profit improvement is supported by the increase in the free cash flow that increased to a level of 7,250m and 7,540m and the increase in the free cash flow margin to 12.41 to 13.47.
The biggest weakness was liquidity. The current ratio reduced to 0.80 and a quick ratio to 0.54 compared to 0.82 and 0.55 respectively in the past two years; both remained lower than 1. This does not necessarily mean that a large consumer goods business having a disciplined working-capital management is in distress, but it does reflect minimal short-term headroom. The decreased current assets reduced flexibility, that is, expansion should not involve large up-front commitments or long payback periods (Shields, 2020).
The leverage only increased slightly and was material in general. Total debt fell from £31,800m to £29,600m, debt-to-equity eased from 1.42 to 1.41, and debt-to-capital from 58.67% to 58.44%. Nevertheless, the debt ratio slightly increased to 72.82% when compared with 72.55% indicating that liabilities continued to fund the majority of the asset base. What is important is that the assets and equity were decreased as well hence reduced debt did not change the capital structure. 
Generally, the workbook makes a balanced conclusion. Greater profitability, returns and cash generation help growth in theory, yet poor liquidity and material leverage still imply the proper course of action is selective, staged growth as opposed to rapid scaling.
The Excel chart set which was used to arrive at these conclusions is reproduced in Appendix 4.

[bookmark: _Toc227857102]ESG Performance Evaluation
The ESG performance of Unilever is relevant in financial terms as the sustainability concerns can determine the regulation, supply resilience, efficiency in operation, reputation and financing situation (Friede, Busch and Bassen, 2015; Giese et al., 2019). The most apparent strength in the environmental sense is that of operational climate progress. Unilever also notes a 72% decrease in the scope 1 and 2 emissions compared to its 2015 base and still has a 2030 operational decarbonisation target, and its overall climate ambition is also value chain-wide (Unilever, 2025a; Unilever, 2026b; Unilever, 2024). This reduces operations transition risk. Scope 3 however is more difficult: in comparison with the year 2021, Unilever shows a decrease in FLAG emissions of approximately 14% and energy and industrial emissions of approximately 8% which is a good move, yet still in its infancy (Unilever, 2025a).
Resilience is also aided by packaging and sourcing performance although there are limits to this. The ESG evidence workbook indicates approximately 23% decrease in the use of virgin plastic compared to the 2019 base with a target of 30% by 2026, which depicts a plausible progress of circular packaging but does not completely tackle the plastic issue (Unilever, 2026b; Unilever, 2025c). Similarly, 100% deforestation-free sourcing of major products affects reputational and supply-chain risk minimally, but even the residual difference does count in the highly-inspected global value chain (Unilever, 2025b; Unilever, 2026b).
Unilever smallholder, supplier and livelihoods programmes help to build value-chain resiliency and build trust within the stakeholders socially and organisationally, but social results are less measurable, compared to carbon or packaging outcomes (Unilever, 2025d; Unilever, 2026b). The governance is even better: sustainability reporting is part and parcel of the annual reporting system, and is prepared in accordance with ESRS, external limited assurance is applied, and board and committee arrangements manage it; the elements of executive reward are also linked to sustainability performance (Unilever, 2026a; Unilever, 2026b). That enhances transparency and accountability, but good disclosure is not enough to deliver. On the whole, ESG helps to expand in those cases when growth decisions are also aimed at enhancing operational resilience.

[bookmark: _Toc227857103]Sustainable Expansion Strategy and Recommendations
Selective sustainable expansion in markets, channels, and operating models where Unilever can build on the existing brand strength and supply-chain capacity, but not overburden the balance sheet, is recommended. Practically, this will entail staged expansion based on reduced-carbon operations, circular packaging, supply-chain visibility through digital means, and responsible sourcing collaborations instead of scale through acquisition.
This makes economic sense since the workbook demonstrates greater margins and cash flow despite decreasing revenue; the company ought to focus on growth that safeguard economics and not volume. It is also in line with ESG priorities which minimize packaging, sourcing and climate risk and promotes regulatory preparedness and stakeholder confidence. The main advantages are that it is likely to be resilient against the margin, reduce the likelihood of disruption and enhance access to the market over a long term.
The major risks include slower consumer adoption, unequal supplier preparedness, and the potential to have ESG-related capital expenditure to undermine short-term returns. These risks must be addressed with stage-gated pilots, high investment hurdles, localization of sourcing and packaging strategies and frequent examination of liquidity and leverage prior to the approval of each growth stage.

[bookmark: _Toc227857104]Justification of Source of Finance
Internal funding, particularly retained cash generation and free cash flow is the preferred financing source, topped by sustainability-linked borrowing as a secondary source of preferred ESG capital projects. This is consistent with the financial data: The free cash flow enhanced in 2025 and the free cash flow ratio increased, indicating that Unilever is able to finance disciplined growth without the need to dilute its shareholders unnecessarily.
Even the ring-fenced investments (e.g., renewable energy, traceability system or conversion of packaging to a circle) could still be suited to limited sustainability-linked or green debt. But, the aggressive growth through debt financing would be dangerous since the two liquidity ratios are below 1 and overall leverage is significant. A big issue of equity is not so appealing at this point: it is not impossible, but seems to be unnecessary and even dilutive compared to the cash-generating characteristics of the company as of now.

[bookmark: _Toc227857105]Conclusion
The financial performance of Unilever in its case-study indicates the company has a high-quality of earnings, higher returns and a better cash generation despite the poor revenue. That will favor growth, yet on austere conditions. The liquidity was poor and leverage was substantial, thus the balance sheet is not a reason to pursue aggressive growth with high levels of debt. Climate progress and disclosure quality, packaging transition and responsible sourcing are a real strategic strength of ESG performance but there are gaps in execution, in particular scope 3 and supply-chain complexity. Unilever is thus positioning well enough to grow provided it is a gradual growth, cash-wise and closely linked to resilience and ESG provision.

[bookmark: _Toc227857106]Actionable Recommendations
· Only allow phased expansion projects to be approved and released at specific margin, cash payback and working-capital criteria.
· Focus on channel and market expansion where the current brands, sourcing and distribution capacity minimize the execution risk and capital intensity.
· Beyond that: Finance the core programme predominantly using retained cash generation and free cash flow and reserve sustainability-linked debt to finance ring-fenced low-carbon and circular-packaging projects.
· Commercial capabilities, rather than compliance measures, in plans to enter a new market include: use packaging redesign, recycled content, refill systems and supplier traceability.
· Intensify liquidity, debt-capacity and supplier-readiness monitoring quarterly to ensure expansion rate may be reduced in case pressure on the balance sheet increases.
· Have governance discipline through connecting expansion milestones with ESG, risk-management and disclosure metrics and not just revenue growth.
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[bookmark: _Toc227857109]Appendix 1: Ratio calculations from Excel workbook
All values below are taken from the accompanying Excel workbook and are based on the case-study dataset in £m.
	Ratio
	Formula
	2024
	2025
	Change

	Operating Profit Margin
	Operating Profit / Revenue
	15.32%
	16.65%
	+1.33 pp

	Net Profit Margin
	Net Profit / Revenue
	10.46%
	12.11%
	+1.65 pp

	Return on Assets (ROA)
	Net Profit / Total Assets
	7.49%
	8.75%
	+1.26 pp

	Return on Equity (ROE)
	Net Profit / Equity
	27.28%
	32.21%
	+4.93 pp

	Free Cash Flow Margin
	Free Cash Flow / Revenue
	12.41%
	13.47%
	+1.06 pp

	Current Ratio
	Current Assets / Current Liabilities
	0.82
	0.80
	-0.02

	Quick Ratio
	(Current Assets - Inventory) / Current Liabilities
	0.55
	0.54
	-0.02

	Debt-to-Equity Ratio
	Total Debt / Equity
	1.42
	1.41
	-0.01

	Debt Ratio
	Total Liabilities / Total Assets
	72.55%
	72.82%
	+0.27 pp

	Debt-to-Capital Ratio
	Debt / (Debt + Equity)
	58.67%
	58.44%
	-0.23 pp

	Asset Turnover
	Revenue / Total Assets
	0.72
	0.72
	Stable


[bookmark: _Toc227857110]Appendix 2: Key financial tables
	Item
	2024 (£m)
	2025 (£m)
	Absolute change (£m)
	% change

	Revenue
	58,420
	55,980
	-2,440
	-4.18%

	Operating Profit
	8,950
	9,320
	+370
	+4.13%

	Net Profit
	6,110
	6,780
	+670
	+10.97%

	Total Assets
	81,600
	77,450
	-4,150
	-5.09%

	Current Assets
	21,300
	19,750
	-1,550
	-7.28%

	Current Liabilities
	26,100
	24,800
	-1,300
	-4.98%

	Shareholders’ Equity
	22,400
	21,050
	-1,350
	-6.03%

	Total Debt
	31,800
	29,600
	-2,200
	-6.92%

	Free Cash Flow
	7,250
	7,540
	+290
	+4.00%


[bookmark: _Toc227857111]Appendix 3: ESG evidence summary
	Theme
	Evidence
	Strategic / financial relevance
	Key limitation

	Climate / operations
	Scope 1 and 2 emissions down about 72% from 2015 baseline; 2030 operational target.
	Lower transition risk, energy exposure and compliance pressure.
	Does not solve wider value-chain decarbonisation challenge.

	Climate / value chain
	Scope 3 FLAG down about 14%; energy and industrial down about 8% versus 2021 baseline.
	Shows progress in harder-to-abate categories that influence raw-material and packaging risk.
	Depends heavily on suppliers, data quality and system-wide change.

	Packaging / circularity
	Virgin plastic down about 23%; target 30% by 2026.
	Supports regulatory readiness, material efficiency and brand protection.
	Requires capital, redesign effort and adoption at scale.

	Responsible sourcing
	Around 97% deforestation-free sourcing across key commodities.
	Strengthens supply assurance and reduces reputational and regulatory exposure.
	Residual exposure remains because performance is not yet complete.

	Social / livelihoods
	Smallholder, living-wage and SME support programmes in value chain.
	Can improve supply resilience, supplier capability and trust.
	Social outcomes are harder to measure and verify consistently.

	Governance / disclosure
	ESRS-based sustainability statement, limited assurance, board oversight and sustainability-linked incentives.
	Supports accountability, transparency and investor confidence.
	Strong disclosure does not guarantee full target delivery.


[bookmark: _Appendix_4:_Charts][bookmark: _Toc227857112]Appendix 4: Charts extracted from Excel workbook
The following charts reproduce the chart set contained in the accompanying Excel workbook, using the workbook’s chart titles and underlying case-study data.

Figure 1 Revenue, Operating Profit and Net Profit (£m)

Figure 2 Profitability Ratios


Figure 3 Liquidity Ratios

Figure 4 leverage metrics

Figure 5 Free Cash Flow (£m)

Figure 6 Free Cash Flow Margin


Revenue, Operating Profit and Net Profit (£m)
Revenue	2024	2025	58420	55980	Operating Profit	2024	2025	8950	9320	Net Profit	2024	2025	6110	6780	Year
£m

Profitability Ratios
Operating Margin	2024	2025	0.15320095859999999	0.166487	Net Margin	2024	2025	0.104587469	0.121114684	ROA	2024	2025	7.4877450999999998E-2	8.7540349000000003E-2	ROE	2024	2025	0.272767857	0.32209026099999999	Year
Ratio (%)

Liquidity Ratios
2024	Current Ratio	Quick Ratio	0.81609195400000001	0.55363984700000002	2025	Current Ratio	Quick Ratio	0.79637096799999996	0.53749999999999998	Ratio
Metric

Leverage Metrics
2024	Debt-to-Equity	Debt Ratio	Debt-to-Capital	1.4196428569999999	0.72549019599999998	0.586715867	2025	Debt-to-Equity	Debt Ratio	Debt-to-Capital	1.4061757720000001	0.72821174899999996	0.58440276400000002	Metric value
Metric

Free Cash Flow (£m)
Free Cash Flow	2024	2025	7250	7540	Year
£m

Free Cash Flow Margin
FCF Margin	2024	2025	0.12410133499999999	0.134690961	Year
Margin (%)
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