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LOOKUP Fundamentals 

LOOKUP Functions are probably one of the most common types of functions used in 

financial modelling. If you ask a modeller what their favourite functions are, often people 

will say a VLOOKUP. In my opinion a VLOOKUP is a bit over used. There are a few things that 

you need to know about them. Let's take a look at using a VLOOKUP, HLOOKUP and a 

LOOKUP function. 

Open up the file that I have given you. The first one is using a basic VLOOKUP. We will say 

"oranges", open bracket, Ctrl A (the shortcut which brings up the function wizard); I 

recommend using the function wizard with a VLOOKUP because it helps with figuring out 

what goes where. What we are wanting to pick up is "oranges", your table array is this one 

here and column index number is the second one so the index number is a 2 and in the last 

field, this is the one that a lot of people get wrong, we need to put a zero. You nearly always 

put a zero in there because what you are saying is you want it to be an exact match. You 

nearly always want it to be an exact match. There are a couple of situations where you want 

it to be a close match which we will talk about in a minute. For a situation like this, where 

you are wanting it to find the exact value, so "oranges", we wanted to find it exactly then 

you are going to put in a zero or you can type out a false. It's much quicker to type a zero 

into here. Say okay and we will go to the end of it and we will multiply it by four. This way if 

we change this to "pears", that will just automatically calculate and it will pick up exactly the 

number that we need.  

An HLOOKUP works in a very similar way except that instead of being orientated vertically, 

it's orientated horizontally. In this example here, I want to pick up the seasonality amount 

for May. Instead of just picking it up from here, which of course wouldn't be very good 
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practice, I'm going to use an HLOOKUP formula. Open bracket, Ctrl A and lookup value is 

going to be May (we won't type it in as it won't be dynamic) and highlight the whole lot like 

that. This time instead of picking up the number of columns we are going to pick up the 

number of rows, so it is two again like last time and then put a zero in the last field because 

we want it to be an exact match. Change my formatting and you can see that it's picking up 

the seasonality for May. Undo the formatting and I will multiply that by sales, divided by 

twelve. You can see I've got the sales for May. It's picking up the seasonality and applying 

that to my sales amount. That way if I were to change this to June; change my formatting 

and there you go or change to August, you can see that it automatically picks up the 

seasonality and applies that to the sales. That is a very similar situation except this time it is 

orientated horizontally instead of vertically. 

Let's look at the next one which is using a LOOKUP function. This is not a VLOOKUP or a 

HLOOKUP, it's just a plain old LOOKUP but it's much less commonly used, because with a 

LOOKUP you can only ever use a close match. Most of the time we want it to be an exact 

match, except in this situation here. Let's say that we have got a tiered pricing structure. If 

somebody was to buy five items, they get it for $15, if they buy more they get it for $12 and 

so it goes down. The more items they buy the cheaper the price gets. If we were to use an 

ordinary VLOOKUP; go into here, number of items and highlight the range. This time I will fix 

my range because I want to be able to copy it down. Third column here and instead of 

putting a zero, I am going to type "true" or you can put "1" in there. I usually type "true" just 

to make sure that it's very clear that I intended to put a close match in there. Say okay. That 

is picking up the price for the item and I can then copy that down. If I were to put a zero, like 

I normally would, you can see that it can't find it, so this is why we need to put a close 

match. An even better formula than using a VLOOKUP is a LOOKUP function.  

Let's have a look at creating a LOOKUP. Select Ctrl A and we are going to choose the first 

option and the lookup value is 63, the lookup vector is going to be this range here, press F4 

and the result vector is going to be this range here. Say okay and copy it down. The 

advantage of this is that because I have two completely independent ranges, I can insert a 

column and it doesn't really matter where they are. It's a really flexible function, much more 

flexible than a VLOOKUP or a HLOOKUP. For example, I could insert an extra column without 
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it messing up my formulas. Let's go back to our VLOOKUP and insert an extra column, you 

can see that it messes up the formulas because I've asked it to look for the second column; 

that is a hard coded number. You know how I feel about hard coded numbers, it's never a 

good idea to type hard coded numbers into a formula. That has caused a problem with the 

VLOOKUP. But the LOOKUP is not a problem because I've got two independent ranges. I can 

then finish this off by saying that multiplied by multiplied by that and then copy that down. 

This is really flexible. I can add in an extra column, I can have it orientated this way or that 

way or in fact you can even have what you are looking for on the far right hand side and 

what you are returning is on the left side rather than it being the other way round. But of 

course, it is only good when you are looking for a close match which is probably the reason 

why you may not have come across it before. 


