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Chapter 12 

Waterfall Charts 

Something that has gained popularity in recent years is creating a waterfall chart as the output the 
financial model and they are quite often used; they are really common in board presentations, 
executives love them if you pop a waterfall chat in there. And, they are usually a way to show how 
you get from one point to another point. Let me show you what they look like.  

This is a really a basic one where you are starting at a certain point. In January we've gained this 
amount of cash and then in February we add to it with this amount and then in March it goes up a 
little bit more. It’s going one way upwards like that. They are also quite handy if you've got a 
budget or if you are trying to show the profitability of some things. For example here, this is our 
revenue and we've got this much of it is cost of sales. If you know this much is operating since this 
much here is… and the small amount left is our profit. That is an example of how you could use a 
waterfall chart when you are displaying something or this is last year's budget what our 
profitability was, this is next year's. This is our target here, this is our actual here and this is how 
we are going to get this. Showing it incrementally, so it went down here and went up, something 
like that.  

The example that we have shown, are quite basic, quite straight forward and your waterfall chart's 
only going one way and that's a really simple one. There is just a little bit when you are creating 
this unfortunately, there isn’t yet a standard chart in Excel. You can’t just create these as it isn’t a 
special type of chart in Excel but there is just a little bit of a trick so I am going to show you how to 
do that. There is basically three levels and I have given you a file called waterfall charts and you can 
use the completed version as in fact a template because when you get to the more complicated 
one, it’s pretty complicated formulas and it does explain to you in the book. It shows you how to 
do this step by step in chapter 12 but I wouldn’t wish it upon you to have to actually go through 
that formula and recreate it from scratch. What might be better is if you use that one as a template 
and then we will go through the basic version and perhaps the intermediate version and look at 
how to create those in Excel.  

There is a file called waterfall chart data and what you got here is a very simple one.  You need to 
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create a little base, this is the trick to creating waterfall charts you need to create the base, like 
that and then add them together like that, so you need to create like a little dummy formula and 
this is what your formula looks like, you then create a chart over the top, so you go like this, you go 
to insert and it’s basically a stacked column chart which looks like that. Go in and create the 
stacked column and then what you need to do is to grab the dummy and turn it white or change 
the formatting of it, so you could just go into the home tab and say no fill, just get rid of legend 
there you don’t need that, and that will take away the base there, so you basically I am showing 
the illusion of something increasing over time. 

That’s a really a basic one and that will work if your cash is only going one way, so for example in 
this case if you had “-500” it’s going to throw it out and it's not going to work, so let’s look it a 
slightly more complex version which is going to work if you have got positives and negatives in your 
cash so you just go in and put your formulas in, the base would like that and this will look like that, 
the instructions shows you how to do this in your book.  

You go in, highlight there and again just go in and do stacked chart that looks like that, go in and 
change the color, that disappears there and then you’ve got, get rid of that there, this is going to 
be your negative and that’s going to be your positive and you can go in and change the colors if 
you like, same thing there.  I will just go in and show you the completed version of the more 
complex one and this is one where you’ve got positives, you’ve got negatives and it actually goes 
across the X axis which is a much more complicated way of doing it and you basically need to 
create 4 different series and what we have done here I will just show you the completed version 
because the formulas are pretty ugly because they are pretty horrible.  

Instead of trying to create the thing from scratch perhaps just use the completed version as a 
template and it's going to create 4 different series and what you do is just match the colors there, I 
think it's 5, you have got a little hidden dummy series under here, and these are two separate 
series and then what you need to do is just make them the same color so they look like the same 
series. That’s just a really quick overview of how to create a waterfall chart in Excel. 


