
Disclaimer

This PDF is a section of the Unilever Annual Report and Accounts 2008 provided to 
Unilever’s shareholders. It does not contain sufficient information to allow a full understanding 
of the results of the Unilever Group and the state of affairs of Unilever N.V., Unilever PLC or 
the Unilever Group. For further information the Unilever Annual Report and Accounts 2008 
should be consulted. 

Certain sections of the Unilever Annual Report and Accounts 2008 have been audited. 
Sections that have been audited are set out on pages 81 to 136, 140 to 141, 143 to 145 
and 148 to 150. The auditable part of the Directors’ Remuneration report as set out on 

page 60 has also been audited. 

The maintenance and integrity of the Unilever website is the responsibility of the Directors;  
the work carried out by the auditors does not involve consideration of these matters. 
Accordingly, the auditors accept no responsibility for any changes that may have 

occurred to the financial statements since they were initially placed on the website. 

Legislation in the United Kingdom and the Netherlands governing the preparation and 
dissemination of financial statements may differ from legislation in other jurisdictions. 

Disclaimer Except where you are a shareholder, this material is provided for information 
purposes only and is not, in particular, intended to confer any legal rights on you. 

The Annual Report and Accounts does not constitute an invitation to invest in Unilever shares. 
Any decisions you make in reliance on this information are solely your responsibility. 

The information is given as of the dates specified, is not updated, and any forward-looking 
statements are made subject to the reservations specified on the final page of the Report. 

Unilever accepts no responsibility for any information on other websites that may be 
accessed from this site by hyperlinks.
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Performance Review

Basis of reporting
Certain discussions within this Performance Review and in the
Financial Review starting on page 35 include measures that are
not defined by generally accepted accounting principles (GAAP)
such as IFRS. These include Ungeared Free Cash Flow (UFCF),
Return on Invested Capital (ROIC), Underlying Sales Growth
(USG), and Net Debt. For further information please refer to
page 40.

The accounting policies that are most significant in connection
with our financial reporting are set out on pages 38 and 39.

Foreign currency amounts for results and cash flows are translated
from underlying local currencies into euros using annual average
exchange rates. Balance sheet amounts are translated at year-end
rates, except for the ordinary capital of the two parent
companies. These are translated at the rate referred to in the
Equalisation Agreement of 31⁄9p = €0.16 (see Corporate
governance on page 51).

During 2008 we have implemented changes in the regional
organisation of our business reflecting our strategic focus on the
developing world. Our revised structure for management and
reporting of financial performance is across the following three
regions:

• Western Europe
• The Americas
• Asia, Africa and Central & Eastern Europe (AACEE)

Our segmental reporting information for prior years has therefore
been restated so that the results for countries in Central & Eastern
Europe are now reported under AACEE.

In this Performance Review we comment on changes in revenue
on the basis of underlying sales growth (USG). This measure
reflects the change in revenue at constant rates of exchange,
(average exchange rates for the preceding year) excluding the
effects of acquisitions and disposals. We believe it is a measure
that provides valuable additional information on the underlying
performance of the business. In particular, it presents the organic
growth of our business year on year, and is used internally as a
core measure of sales performance.

USG is not a measure which is defined under IFRS. It should not
be considered in isolation from, or as a substitute for, financial
information presented in compliance with IFRS. This measure as
reported by us may not be comparable with similarly titled
measures reported by other companies.

The reconciliation of USG to changes in turnover for each of our
reporting regions is given in the following sections, and for the
Group in total on page 43.

We also make reference in our commentary to restructuring costs,
profits and losses on business disposals, impairments and certain
other one-off items, which we collectively term RDIs, and the
impact of these on our operating margin. We give further
information about these on the face of our income statement and
in note 3 on page 93.

The reporting in this section is based on results for continuing
operations. Information about discontinued operations is given in
note 27 on page 130.

Group results and earnings per share
The following discussion summarises the results of the Group
during the years 2008, 2007 and 2006. The figures quoted are in
euros, at current rates of exchange, being the average or year-end
rates of each period as applicable, unless otherwise stated.
Information about exchange rates between the euro, pound
sterling and US dollar is given on page 139.

In 2008 and 2007, no disposals qualified to be disclosed as
discontinued operations for purposes of reporting. During 2006,
we successfully completed the sale of the majority of our
European frozen foods businesses. The results of the businesses
disposed of have been presented as discontinued operations for
2006 for the period up to the date of sale. There was also some
impact on 2007 as a result of the outcome of agreements made
in connection with the sale.

€ million € million € million
2008 2007 2006

Continuing operations:
Turnover 40 523 40 187 39 642
Operating profit 7 167 5 245 5 408
Net profit 5 285 4 056 3 685

Net profit from discontinued operations – 80 1 330
Net profit – total 5 285 4 136 5 015

€ € €
2008 2007 2006

EPS – continuing operations 1.79 1.32 1.19
EPS – total 1.79 1.35 1.65

Group results for 2008 compared with 2007
Underlying sales growth of 7.4% was broad-based across
categories and in line with our markets overall. Growth was
primarily driven by increased prices, with volumes essentially flat.
Underlying sales growth was offset by movements of (4.8)% in
exchange rates and a net impact of (1.4)% from disposals and
acquisitions. Including these effects, turnover was €40 523 million
for the full year, increasing by 0.8%.

During the year we continued to progress our One Unilever
transformation agenda, contributing to an underlying
improvement in operating margin. We integrated multiple
countries into single multi-country operations in many of our key
markets. We further shaped our portfolio through a number of
disposals, including our North American laundry business, Boursin,
Lawry’s and the Bertolli olive oil business, as well as through the
acquisition of Inmarko, the market leader in ice cream in Russia.
We also made further progress in the simplification of our supply
chain network in Europe with the establishment of a regional
European supply chain company in Switzerland, and we initiated a
move to a similar regional structure for Asia based in Singapore.

Operating profit increased by €1 922 million to €7 167 million,
including a higher level of profits on business disposals. These
generated a pre-tax profit of €2 190 million in 2008, compared
with €297 million in 2007. Before the impact of RDIs
(restructuring, disposals, impairments and other one-off items),
operating profit grew by 1% at current exchange rates, or 6% at
constant exchange rates, and there was an underlying
improvement in operating margin of 0.1 percentage points.

Report of the Directors
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Costs of financing net borrowings were 1% lower than last year.
The average interest rate was lower at 4.5%, offsetting the
impact of a higher average level of net debt.

Share of net profit from joint ventures and associates and other
income from non-current investments contributed €219 million.
This included a gain of €61 million in non-current investments
resulting from the disposal of our interests in plantations in Côte
d’Ivoire.

The effective tax rate was 26.4% and the underlying tax rate,
before RDIs, was 26.6% for the full year. This compared with an
underlying rate of 24.5% in 2007, which included substantial
benefits from the favourable settlement of prior year tax audits.

Net profit was 28% higher than in 2007, boosted by the profits
on disposals. Earnings per share were €1.79, including a net gain
of €0.36 from RDIs. This compared with €1.35 last year, which
included a net loss of €0.07 from RDIs.

Return on invested capital was 15.7%, boosted by profits on
business disposals. Excluding profits on disposals, ROIC was
11.2%, broadly in line with 2007 on a comparable basis.

Group results for 2007 compared with 2006
Turnover for the period increased by 1.4% to €40 187 million.
The increase was a consequence of USG of 5.5% in the year,
offset by unfavourable currency movements of (3.1)% and the
impact of disposals of (0.9)%. The USG was a result of both price
and volume increases, respectively contributing 1.8% and 3.7%.
Operating profit for the year was 3% lower and the operating
margin at 13.1% was 0.5 percentage points lower than the prior
year. The lower operating profit and margin were due to a higher
net charge for restructuring, disposals and one-off items. Before
the impact of these items, the operating margin showed an
underlying increase of 0.2 percentage points. Savings and price
increases more than offset significant increases in product input
costs. Advertising and promotions as a percentage of sales was in
line with the previous year.

The net charge for restructuring, disposals and one-off items in
2007 was €569 million. This was made up of restructuring
charges of €875 million, partly offset by disposal profits of
€297 million and other items of €9 million. The disposal profits
included €214 million arising from the reorganisation of our
interests in South Africa and Israel, which was a fair value
economic swap that resulted in an accounting profit. In
comparison, the net charge for restructuring, disposals and
one-off items in 2006 was €242 million.

Costs of financing net borrowings were 13% lower in the year,
with the impact of movements in the US dollar exchange rate
more than offsetting higher rates. The credit on pensions
financing increased to €158 million, reflecting an improved
funding position of our schemes in 2007 compared with 2006.

The tax rate was 22% for the year, compared with 24% in 2006,
and benefited from the favourable settlement of prior year tax
audits. We also benefited from a lower tax charge on disposals
during 2007.

Our share in net profit from joint ventures increased by 31% in
the year, mainly driven by continuing strong growth in the
partnerships between Lipton and PepsiCo for ready-to-drink tea.

For the full year, net profit from continuing operations grew by
10%, while EPS on the same basis grew by 12%.

Net profit, including discontinued operations, was 18% lower
than in the prior year, which included the profit on disposal of
European frozen foods businesses.

ROIC was 12.7% in 2007. This represented an improvement from
11.5% in 2006 when adjusted for business disposals.

Western Europe

2008 compared with 2007
€ million € million

2008 2007

Turnover 12 853 13 327
Operating profit 2 521 1 563
Operating margin 19.6% 11.7%
Restructuring, business disposals and impairment

charges included in operating margin 2.8% (4.4)%

%
Underlying sales growth at constant rates 1.3
Effect of acquisitions (0.0)
Effect of disposals (2.1)
Effect of exchange rates (2.8)
Turnover growth at current rates (3.6)

%
Operating profit 2008 vs 2007

Change at current rates 61.3
Change at constant rates 63.6

Turnover at current rates of exchange fell by 3.6%, after the
impact of acquisitions, disposals and exchange rate changes
as set out in the table above. Operating profit at current rates
of exchange rose by 61%, after including an adverse currency
movement of 2%. The underlying performance of the business
after eliminating these exchange translation effects and the
impact of acquisitions and disposals is discussed below at
constant exchange rates.

Underlying sales growth was 1.3% for the year with pricing
contributing 3.8% and volume lower by 2.4%. Volume
consumption in our markets has reduced and shoppers are
increasingly looking to economise on their purchases.
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Western Europe (continued)

We made good progress in simplifying the business including the
integration of the separate units in each country and the
formation of ‘multi-country organisations’. This has enabled faster
decision making and more efficient operations. The European
supply chain transformation is progressing well; so far, we have
announced restructuring plans at twenty factories together with
additional capital investments to increase efficiency. The
implementation of a harmonised IT system across the region is
now complete. The portfolio has been further focused with the
sale of the Boursin cheese and Bertolli olive oil businesses.

The UK and the Netherlands, where the change programme is
most advanced, performed well during 2008. In France, Spain and
Germany markets were difficult, with branded products losing
ground to private label. Across the region there was strong
innovation-led growth in deodorants and oral care and price-
driven growth in spreads and dressings.

The operating margin benefited from profits on disposals. On an
underlying basis there was an improvement of 0.7 percentage
points. Gross margins were lower as a result of the
unprecedented increases in commodity costs, but this was more
than offset by lower overhead costs and the benefits of spending
efficiency programmes.

2007 compared with 2006
€ million € million

2007 2006

Turnover 13 327 13 322
Operating profit 1 563 1 787
Operating margin 11.7% 13.4%
Restructuring, business disposals, impairment charges

and one-time gain (2006) on UK pension
plans included in operating margin (4.4)% (1.4)%

%
Underlying sales growth at constant rates 1.8
Effect of acquisitions 0.0
Effect of disposals (1.7)
Effect of exchange rates (0.1)
Turnover growth at current rates 0.0

%
Operating profit 2007 vs 2006

Change at current rates (12.5)
Change at constant rates (12.2)

Turnover at current rates of exchange was at a similar level to
2006, after the impact of acquisitions, disposals and exchange
rate changes as set out in the table above. Operating profit at
current rates of exchange fell by 12.5%, after including an
adverse currency movement of 0.3%. The underlying
performance of the business after eliminating these exchange
translation effects and the impact of acquisitions and disposals is
discussed below at constant exchange rates.

The region sustained its improving trend in 2007 with underlying
sales growth of 1.8% for the year. The improvement was driven
by relentless focus on better in-market execution, rejuvenation of
the quality and value of our core products, and an introduction of
new innovations. Consumer demand in our categories was steady
throughout the year.

Overall we saw improving trends almost everywhere. All major
countries grew in the year, including the UK, Germany, Italy
and the Netherlands. In France sales were slightly up in a
challenging market.

The operating margin, at 11.7%, reflected a higher net charge for
restructuring, disposals and one-off items compared with 2006.
Before these items, the operating margin showed an underlying
improvement of 1.3 percentage points, driven by lower overheads
as a result of the One Unilever programme and reduced
advertising and promotions costs.

We made substantial progress with portfolio development
and restructuring.

We formed four new multi-country organisations and announced
the streamlining or closure of ten factories.

We continued to target innovations mainly at Vitality
opportunities. In ice cream, we introduced Frusì frozen yoghurt
with wholegrain cereals and real fruit pieces and low calorie Solero
smoothies. Lipton Linea slimming teas were launched in France,
Switzerland and Portugal. Growth in Hellmann’s was boosted by
new extra light mayonnaise with citrus fibre technology.

The new Dove pro•age range of products built well in Western
Europe as well as elsewhere, and Dove Summer Glow self-tanning
and body lotions became available in most countries. Small &
Mighty concentrated liquid laundry detergents were launched in
several countries.

The Americas

2008 compared with 2007
€ million € million

2008 2007

Turnover 13 199 13 442
Operating profit 2 945 1 971
Operating margin 22.3% 14.7%
Restructuring, business disposals, and impairment

charges included in operating margin 6.9% (0.7)%

%
Underlying sales growth at constant rates 6.5
Effect of acquisitions 0.1
Effect of disposals (2.9)
Effect of exchange rates (5.1)
Turnover growth at current rates (1.8)

%
Operating profit 2008 vs 2007

Change at current rates 49.4
Change at constant rates 58.5

Turnover at current rates of exchange fell by 1.8%, after the
impact of acquisitions, disposals and exchange rate changes as
set out in the table above. Operating profit at current rates of
exchange rose by 49%, after including an adverse currency
movement of 9%. The underlying performance of the business
after eliminating these exchange translation effects and the
impact of acquisitions and disposals is discussed below at
constant exchange rates.
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The Americas (continued)

Underlying sales grew by 6.5% for the year driven by pricing
actions taken to recover commodity cost increases. Trading
conditions deteriorated towards the end of the year, with a drop
in consumer confidence and purchasing power and a reduction of
trade inventories. Despite this more difficult environment
consumers continued to spend on our brands and underlying
sales growth was sustained, although volumes were lower.

Underlying sales growth in the US was 3.8% for the year. Our
sales were very much in line with the markets. While there was
some down-trading from branded products to private label
brands our own market shares held up well. Growth in Latin
America was around 12% for the year. All key countries
contributed well to this growth as we benefited from our
established brands and the breadth of our portfolio.

The move to a single head office for the US in Englewood Cliffs
was completed and the ice cream business was integrated. We
set up a new multi-country organisation made up of the US,
Canada, and the Caribbean. We believe this will enable us to
build scale, drive efficiencies and enhance our capabilities across
these countries during 2009. The reshaping of the portfolio
continued with the disposals of Lawry’s seasonings and spices and
the North American laundry business. We signed agreements with
Starbucks to include Tazo ready-to-drink tea in the Pepsi-Lipton
joint venture and for the manufacture, marketing and distribution
of Starbucks ice cream in the US and Canada.

The operating margin was boosted by profits on disposals. On an
underlying basis the operating margin was in line with last year as
overheads savings fully offset a lower gross margin from the sharp
input cost increases.

2007 compared with 2006
€ million € million

2007 2006

Turnover 13 442 13 779
Operating profit 1 971 2 178
Operating margin 14.7% 15.8%
Restructuring, business disposals, impairment charges

and one-time gain (2006) on US healthcare
plans included in operating margin (0.7)% 0.0%

%
Underlying sales growth at constant rates 4.1
Effect of acquisitions 0.1
Effect of disposals (0.6)
Effect of exchange rates (5.8)
Turnover growth at current rates (2.4)

%
Operating profit 2007 vs 2006

Change at current rates (9.5)
Change at constant rates (3.4)

Turnover at current rates of exchange fell by 2.4%, after the
impact of acquisitions, disposals and exchange rate changes as set
out in the table above. Operating profit at current rates of
exchange fell by 9.5%, after including an adverse currency

movement of 6.1%. The underlying performance of the business
after eliminating these exchange translation effects and the
impact of acquisitions and disposals is discussed below at
constant exchange rates.

Underlying sales grew by 4.1% in the year, with an increasing
contribution from pricing which was up 2.6% for the year.

In the US, overall consumer demand held up well in our
categories. Market growth in home care and personal care slowed
somewhat in the second half of the year, but this was
compensated for by robust demand in foods. Our own sales in
the US grew solidly, up 3.2% for the year, despite lower sales of
ice cream.

Our business in Mexico made good progress in the second half of
the year and Brazil showed an improved performance in the
fourth quarter. Argentina, Andina and Central America performed
well throughout.

The operating margin, at 14.7% for the year, was 1.1 percentage
points lower than the previous year. Before the impact of
restructuring, disposals and one-off items, the margin was 0.4
percentage points lower than last year. This was due to an
increase in advertising and promotions and the impact of
substantial cost increases, which were not fully offset by price
increases and savings programmes.

The One Unilever programme simplified operations throughout
the region. Argentina, Mexico and Brazil all moved to single head
offices. Sales force integration took place in a number of
countries. A single SAP system was implemented in the US, with
Latin America already on one system.

We set up a joint venture with Perdigão to develop our heart-
health margarine Becel in Brazil and disposed of our local Brazilian
margarine brands.

New varieties of Knorr bouillons and soups in Latin America
further advanced the brand’s Vitality credentials. Hellmann’s
mayonnaise ‘real’ campaign highlighted its simple ingredients
which are naturally rich in omega-3, in both the US and Latin
America. In the US, we introduced Promise Activ SuperShots, a
Vitality shot with added natural plant sterols, ingredients that are
clinically proven to help actively remove cholesterol as part of a
diet low in saturated fat and cholesterol.

Innovation in personal care reflected the more global approach.
Clear anti-dandruff shampoo was successfully launched in Brazil,
while the Dove pro•age range of skin care, deodorants and
shampoos was introduced in the US at the same time as in
Europe. In laundry, the Dirt is Good platform continued to build
across Latin America, including a variant with built-in fabric
softener.
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Asia, Africa and Central & Eastern Europe (AACEE)

2008 compared with 2007
€ million € million

2008 2007

Turnover 14 471 13 418
Operating profit 1 701 1 711
Operating margin 11.8% 12.8%
Restructuring, business disposals and impairment

charges included in operating margin 0.1% 0.9%

%
Underlying sales growth at constant rates 14.2
Effect of acquisitions 1.1
Effect of disposals (0.4)
Effect of exchange rates (6.2)
Turnover growth at current rates 7.8

%
Operating profit 2008 vs 2007

Change at current rates (0.6)
Change at constant rates 8.3

Turnover at current rates of exchange rose by 7.8%, after the
impact of acquisitions, disposals and exchange rate changes as
set out in the table above. Operating profit at current rates of
exchange fell by 0.6%, after including an adverse currency
movement of 8.9%. The underlying performance of the business
after eliminating these exchange translation effects and the
impact of acquisitions and disposals is discussed below at
constant exchange rates.

Underlying sales growth of 14.2% in 2008 was broad-based
across countries and categories. Our top five Developing and
Emerging market countries in the region grew by around 20%,
from a combination of increased prices and higher volumes.
Towards the end of the year underlying sales growth remained
strong but volumes were flat with some countries seeing signs of
a slow-down in consumption and a reduction in inventories by
retailers.

Throughout the year we saw continued strong growth in India
and Indonesia, both countries where we have tremendous scale.
In these countries we are benefiting from portfolios which span
higher and lower price tiers and from extensive micro-marketing
tailored to faster growing areas and channels. Our business in
China also grew well throughout the year.

The One Unilever organisation is in place throughout the region
and the move to a single SAP system is progressing to plan.
Supply chain management is being centralised in Singapore.

In April we acquired Inmarko, the leading ice cream company in
Russia, and it has performed strongly with both sales and profits
ahead of plan. We reshaped our portfolio in Côte d’Ivoire with
the completion of the disposal of our palm oil business and the
acquisition of soap brands in the same country.

On an underlying basis the operating margin was 0.2 percentage
points below last year reflecting increased investment in building
capabilities to drive growth and the sharp increases in input costs
partly offset by the benefits of savings programmes.

2007 compared with 2006
€ million € million

2007 2006

Turnover 13 418 12 541
Operating profit 1 711 1 443
Operating margin 12.8% 11.5%
Restructuring, business disposals and impairment

charges included in operating margin 0.9% (0.4)%

%
Underlying sales growth at constant rates 11.0
Effect of acquisitions 0.1
Effect of disposals (0.4)
Effect of exchange rates (3.3)
Turnover growth at current rates 7.0

%
Operating profit 2007 vs 2006

Change at current rates 18.5
Change at constant rates 25.0

Turnover at current rates of exchange rose by 7.0%, after the
impact of acquisitions, disposals and exchange rate changes as set
out in the table above. Operating profit at current rates of
exchange rose by 18.5%, after including an adverse currency
movement of 6.5%. The underlying performance of the business
after eliminating these exchange translation effects and the
impact of acquisitions and disposals is discussed below at
constant exchange rates.

The strong underlying growth of 11.0% for the year reflected
both the vibrancy of these markets and the high priority we place
on building our business in the region. It included a healthy
balance of volume and price, up by over 7% and 3% respectively.

Growth was consistent throughout the year and was broad-based
across categories and countries, including established markets
such as India, Indonesia, the Philippines, South Africa and Turkey,
which all grew in double digits; significant product areas such as
laundry and personal wash; and emerging product areas like ice
cream and deodorants. China grew strongly for the third
consecutive year.
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Asia, Africa and Central & Eastern Europe (AACEE)
(continued)

We drove growth across all income levels, from highly affordable
packs to premium positions. This was supported by new brands
and products and excellent in-market execution.

The operating margin, at 12.8%, was 1.3 percentage points
higher than last year. This included the €214 million accounting
profit resulting from the reorganisation of our shareholdings in
South Africa. Before the effects of this transaction, disposals and
restructuring charges, the operating margin was at a similar level
to 2006.

We announced the acquisition of the Buavita brand of fruit-based
vitality drinks in Indonesia, which was completed early in
January 2008.

The new, more global, approach to innovation was evident in the
2007 programme. Clear anti-dandruff shampoo was launched in
China, Arabia, Egypt, Pakistan, Philippines and Russia. In Japan,
we launched the Axe brand and Dove pro•age skin care products.
An improved range of Dove shower products was extended to
North East Asia, while Lifebuoy soap was launched in South Africa
and a new variant brought to India. In laundry, the Dirt is Good
platform, packaging and communication were introduced
to Thailand.

The Moo range of ice creams was extended throughout the
region. Knorr seasonings were rejuvenated with premium
ingredients, and in China we launched a new form of Knorr
bouillons for preparing thick soups. At the same time new, more
affordable, tubs and sachets attracted new users of spreads in
several countries.
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