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Unilever Nigeria Plc

Highlights from Investor Call with Unilever Nigeria Plc

Event: Unilever Nigeria PLC held a conference call on 23 April 2024 to review its

recently released Q1'24 financial results and provide guidance on the company's

strategic initiatives for the future. Below are key highlights of the call.

Financial and Operational Performance

For Q1'24, the company’s revenue scaled by 57.8% YoY, stemming from
strong pricing (+41.3% YoY) and higher volume growth (+16.9% YoY). The
price increase was orchestrated to mask the rising cost pressures, while
volume growth was due to Unilever's increased investments in brand and
marketing.

To improve its value proposition, Unilever expanded its Beauty and Wellbeing
line during the review quarter by introducing a new product (Rexona roll-on)
into the market. The new product, coupled with another exciting initiative of
the company, propped up the Personal Care and Beauty & Wellbeing revenue
(+97.8% YoY).

Operating costs increased significantly to N9.66 billion (vs 5.07 billion in
Q1'23) due to rising inflation and higher brand investment spending.

The tax expense for the period also declined to N1.0 billion (vs N1.7 billion in
Q1'23) as the company benefited from the positive movement in deferred
taxes.

On efficiency, the company reported ROE and ROA of 4.3% (vs. 3.6% in Q1'23)
and 2.7% (vs. 2.3% in Q1'23), respectively.

The company reported an increase in shareholders’ funds to N77.9 billion vs
N74.5 billion in FY'23.

Other Key Highlights

Unilever has a localisation agenda to create a more sustainable business. The
company noted key value streams in the business that have been selected to
fit into the agenda and confirmed that about two-thirds of the input materials
required in these value streams are localised. This has reduced the company's
dependence on foreign exchange and improved business efficiency as the
material supply can meet demand much quicker.

On the FX revaluation gains which drove the strong net finance income, the
company noted that these were export proceeds from sales to related parties
in Ghana and Cote d'lvoire.
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Outlook

° Unilever's strategy for the year is to maintain strong fundamentals and a
focused action plan to unlock potential and deliver consistent value
creation.

° The company plans to foster growth through deep market penetration as
opposed to just price increases to drive brand superiority, as well as through
innovation by increasing investments significantly behind the brands. On
CAPEX, Unilever also plans to increase spending to drive growth without
compromising the long-term profitability of the company.

° Management expressed confidence in its ability to improve margins through
effective cost optimisation and enhancing processes through the adoption of
technology and digitisation.

° The company also plans to increase its partnerships with relevant
stakeholders to ensure the completion of the localisation agenda and reduce
its susceptibility to the vagaries of the foreign exchange market.

Our Assessment

For Q2'24, we expect sustained improvement in Unilever's topline performance,
hinged on an optimal price/volume mix. With the successful launch of a new
product in Q1'24 and increased investments in branding to boost market share, the
outlook appears biased to the upside.

Elsewhere, given the gradual localisation of input materials and exportation of
products to related parties abroad, we expect Unilever to be protected against

negative movement in the currency.

On margins, we expect pressures to persist due to the stubbornly elevated inflation
and higher operating costs.
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The research analyst(s) denoted by an on the cover of this report certifies (or, where multiple research analysts are primarily responsible
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for this report, the research analysts denoted by an on the cover or within the document individually certifies, with respect to each

security or issuer that the research analyst(s) cover in this research) that: (1) all of the views expressed in this report accurately articulate the
research analyst(s) independent views/opinions, based on public information regarding the companies, securities, industries or markets
discussed in this report. (2) The research analyst(s) compensation or remuneration is in no way connected (either directly or indirectly) to the
specific recommendations, estimates or opinions expressed in this report.

Analysts’ Compensation: The research analyst(s) responsible for the preparation of this report receive compensation based upon various
factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which include
revenues from, among other business units, Investment Banking and Asset Management.

Investment Ratings

CardinalStone employs a 3-step rating system for equities under coverage: Buy, Hold, and Sell.
Buy > +15.00% expected share price performance

Hold +0.00% to +14.99% expected share price performance

Sell < 0.00% expected share price performance with weak fundamentals

A BUY rating is given to equities with strong fundamentals, which have the potential to rise by at least +15.00% between the current price
and the analyst’s target price

An HOLD rating is given to equities with good fundamentals, which have upside potential within a range of +0.00% and +14.99%,

A SELL rating is given to equities that are highly overvalued or have weak fundamentals, where potential returns of less than 0.00% are
expected between the current prices and the analyst’s target prices. However, for equities with potential returns of less than 0.00%, HOLD
ratings may be assigned if they have recent histories of strong earnings and/or their outlooks are favourable for the next 12 months, even if
they appear to be currently overvalued by the market.

A NEGATIVE WATCH is given to equities whose fundamentals may deteriorate significantly over the next six (6) months, in our view.

A POSITIVE WATCH is given to equities whose fundamentals may improve significantly over the next six (6) months, in our view

Rating Buy Sell Hold Negative Watch
% of total recommendations 46% 4% 50% 0%
% with investment banking 0% 0% 0% 0%

CardinalStone Research distribution of ratings/Investment banking relationships as of April 25, 2024

Valuation and Risks: Please see the most recent company-specific research report for an analysis of valuation methodology and risks on any
security recommended herein. You can contact the analyst named on the front of this note for further details.

Frequency of Next Update: An update of our view on the company (ies) would be provided when next there are substantial developments/
financial news on the company.

Conflict of Interest: It is the policy of CardinalStone Partners Limited and its subsidiaries and affiliates (individually and collectively referred
to as “CardinalStone”) that research analysts may not be involved in activities that suggest that they are representing the interests of
Cardinal Stone in a way likely to appear to be inconsistent with providing independent investment research. In addition, research analysts’
reporting lines are structured to avoid any conflict of interests. For example, research analysts are not subject to the supervision or control of
anyone in CardinalStone’s Investment Banking or Sales and Trading departments. However, such sales and trading departments may trade,
as principal, based on the research analyst’s published research. Therefore, the proprietary interests of those Sales and Trading departments
may conflict with your interests.
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Company Disclosure:

CardinalStone may have financial or beneficial interest in securities or related investments discussed in this report, which could,
unintentionally, affect the objectivity of this report. Material interests, which CardinalStone has with companies or in securities discussed in
this report, are disclosed hereunder:

Company Disclosure

Unilever Nigeria Plc
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The analyst holds personal positions (directly or indirectly) in a class of the common equity securities of the company
b. The analyst responsible for this report as indicated on the front page is a board member, officer or director of the Company
c. CardinalStone is a market maker in the publicly traded equities of the Company

d. CardinalStone has been lead arranger or co-lead arranger over the past 12 months of any publicly disclosed offer of securities of the
Company

e. CardinalStone beneficially own 1% or more of the equity securities of the Company
f. CardinalStone holds a major interest in the debt of the Company
g. CardinalStone has received compensation for investment banking activities from the Company within the last 12 months

h. CardinalStone intends to seek, or anticipates to receive compensation for investment banking services from the Company in the next
3 months

i. The content of this research report has been communicated with the Company, following which this research report has been
materially amended before its distribution

j- The Company is a client of CardinalStone
k. The Company owns more than 5% of the issued share capital of CardinalStone
I.  CardinalStone has other financial or other material interest in the Company

m. Shareholder and/or bond register(s) managed by CardinalStone Registrars Limited

Important Regional Disclosures

The analyst(s) involved in the preparation of this report may not have visited the material operations of the subject Company (ies) within the
past 12 months. To the extent this is a report authored in whole or in part by a Non-U.S. analyst and is made available in the U.S., the
following are important disclosures regarding any Non-U.S. analyst contributors: The Non-U.S. research analysts (denoted by an * in the
report) are not registered/qualified as research analysts with FINRA; and therefore, may not be subject to the NASD Rule 2711 and NYSE Rule
472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account.
Each analyst (denoted by an *) is a Non-U.S. Analyst and is currently employed by Cardinal Stone.

Legal Entities

Legal entity disclosures: CardinalStone Partners is authorized and regulated by the Securities and Exchange Commission (SEC) to conduct
investment business in Nigeria.
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