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Unilever Hungry for More Acquisition Opportunities
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e Strong consumer brands in emerging markets.

e A diverse range of products across consumer staples and consumer
discretionary categories.

e Strategic acquisitions of products already in demand by consumers.

e 400 brands across 190 countries.

e Short-term inflation pressure should dissipate by 2022.

e Modest but steady growth combined with a 3.5% dividend yield.

Investment Thesis

While Unilever (UL) may not be a household name, the products they
manufacture and distribute most definitely are. 2.5 billion people a day
across 190 countries use Unilever's 400 brands, including Axe, Ben and
Jerry's, Lipton, Vaseline, and Hellmann's.

By geographical area N Asia/AMET/RUB

as % of total turnover The Americas
H Europe

100

60

40

20

78 BUILDING oo
A\~ BEN]AMINS 973.699.3890



As the COVID-19 pandemic winds down, it is likely that consumer
discretionary spending will increase as more people regain employment. For
this reason, coupled with an expansionary M&A, we believe that Unilever will
remain a good stock for dividends and modest capital appreciation.
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Unilever operates 3 primary product groupings, Beauty & Personal Care,
Home Care, and Foods & Refreshment, with several sub-groups therein.

Beauty & Personal care saw 3.3% in underlying sales growth during the first
half of 2021. As social occasions return and the impacts of COVID-19 wind
down, it is likely that sales growth of skincare, oral, and hair care products
will accelerate. As a subset of Beauty & Personal Care, Unilever operates
Prestige & Functional Nutrition. Prestige, which includes medicated skincare,
makeup, and beauty accessories, saw a large growth of 27% in the first half
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of 2021. Functional Nutrition, which includes multivitamins and food
additives like protein powders, saw a growth of 18%.
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Foods & Refreshment saw sales growth of 8.1%. In-home brands saw 4%
growth, primarily driven by "power brands" such as Knorr, Hellmann's, and
Magnum. Foodservice growth hit a massive 26% growth, primarily driven by
expansion in China. The 26% growth is primarily recovery as foodservice
revenues are still a few percentage points below the pre-COVID-19 base.
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Home & Hygiene is seeing deceleration from the surging demand at the
beginning of the COVID-19 pandemic. However, the 6% growth in the
laundry is largely driven by the Chinese market and experienced some
acceleration in Q2.
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Across all products, eCommerce growth was immense, at 50%, mostly in
Asia.
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Acquisitions
Unilever has historically been aggressive with acquisitions, acquiring brands
such as Ben and Jerry's, Dollar Shave Club, Bertolli, and P.F. Chang's.

In many of Unilever's sectors, one of the main expansions of products is
acquiring smaller firms around the world. Acquisitions give Unilever
footholds in attractive markets with established brands and businesses.
Overall, in 2020, Acquisition activities made up for the addition of 1.2% in
revenue, despite the global pandemic.

For example, in 2020, Unilever acquired South Asian firm GSK's consumer
healthcare and in order to add GSK's child nutrition and women's wellbeing
products to their inventory and give access to those products across a
traditionally under-served market for those categories.

Risk

During the first half of FY2021, Unilever began to warn of increasing costs of
operation. Inflation is a significant risk for manufacturers of consumer
products like Unilever as inflation drives costs upward while pricing
adjustments often lag, creating margin compression. However, the Bank of
England has stated that the inflation pressure should reduce in 2022 and are
"unlikely to create longer-term inflation pressures." Since Unilever produces
products that are eaten by customers or applied to customer's skin, recalls
or other quality control failures could potentially damage consumer
confidence in the brand associated with the product issue and damage sales.
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Metrics
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Source: Unilever Visualization Presentation

The first half of 2021 saw underlying sales growth of 5.4%, but cost
pressures dropped margin by around 1%. Currently, Unilever issues a
quarterly dividend of $2.02 per share (3.52% vyield) and has initiated a $3.5
billion share buyback program.

Unilever had strong growth in Asia until the COVID-19 lockdowns reduce
volume significantly. However, there are signs of recovery, with a 7.7%
underlying sales increase in the first half of 2021.

Latin American sales growth was up 9.5% in the first half of 2021, with only
Columbia having operations disrupted due to civil unrest. Brazil and Mexico
both were able to maintain strong growth despite COVID-19 and localized
inflationary pressures.

Europe and the United States are slightly lagging, with underlying sales
growth being below 3% for both. This is largely due to tough comparison
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year over year as demand surged during the initial stages of the pandemic.

Profit margins vary widely by segment and geography. Beauty and Personal
Care are the highest margins by product category. Asia/AMET/RUB have the
highest margins by region and have shown a dramatic improvement in
profitability over the past 5 years.

Underlying Operating margin
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Source: Unilever Visualization Presentation
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Unilever
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Disclaimer and Related Information

This article is a financial publication and is provided for educational purposes
only. It is not an investment recommendation nor investment advice.
It does not take into account your personal circumstance and whether this
investment is appropriate for you, your objectives, or your risk tolerance.
Under no circumstance is Building Benjamins responsible for any actions that
you may take after reading this educational information. Nothing from
Building Benjamins should be considered personal investment advice.
Investing, and in particular, stock investing, is risky and may result in losses
and sometimes loss of your entire investment. Stock investing has company-
specific operational risks like demand, competition, legal and regulatory, as
well as broader financial market risks like liquidity, economic cycle, and
government policy. You may lose money in any stock investment that you
make, and you are solely responsible for those decisions.

Mr. Halliburton and/or his family office will have positions in the securities
discussed in this educational report. Mr. Halliburton is sharing his investment
knowledge and strategy with you as an educational endeavor. He may
transact in the security discussed at a later date prior to or without
notification in this format. This is not investment advice but only a discussion
of select investments that Mr. Halliburton has made or actions that he has
taken in his own portfolios. This is an investment blog about Mr.
Halliburton's portfolio.

Building Benjamins is an investment newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the written
authorization of Building Benjamins. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies
themselves but cannot guarantee the accuracy of the information that we
provide. You rely on this information at your own risk and are responsible for
the verification of the data.
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