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Chapter 11 

Scenario Analysis Comparison  

Okay now that we have covered all the different types or technical ways of doing or 

performing a scenario analysis in Excel, let’s look at comparing each of those and 

how they are different to each other. 

Just a bit of a recap, we looked at manual scenario selections, that’s using a data 

validation drop down box, Best case all the numbers change, worst case all the 

numbers change. You really are only looking at one single scenario at a time. You can 

use a data validation drop down box or similarly you can use a combo box drop 

down. You are really getting the same result from the user perspective. 

Alternatively you can use scenario manager, scenario managers when you are going 

into the tool and entering the data in there, not as commonly used or lastly there is 

data tables where it is more appropriate for sensitivity analysis where you are 

looking at changes or changes in the outcome to changes in the inputs that go into 

your model.  

They are really used in different situations, people often use scenarios and 

sensitivities interchangeably but they are not exactly the same thing. Basically a 

scenario is when you have a series of events, you would say this goes up, this goes 

down , this stays the same, whereas sensitivity analysis is when you are saying well 

what if I were to change interest rate or what if I were to change price. You are 
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looking at how your outputs change to a single change in a single input variable. That 

would be a sensitivity analysis with scenarios you are saying a whole series of events. 

You've got multiple inputs that could possibly change.  

When it comes to scenario analysis, probably the most appropriate is where you 

have got data validation or combo box drop downs, you have got multiple inputs 

that can change and you might have a whole pile of outputs as a result of that. When 

it comes to sensitivity analysis a data table is the most appropriate because you are 

looking at changes in single inputs. You are limited to only having two single inputs 

down this way and across that way and you can only have one single output. You 

have to choose, if you are doing a business case and you have got MPV, IRR, Payback 

Period, all of these different outputs, you have to choose a single one to put in your 

data table, you can’t show all of them. If you want to show all of them you need to 

do a drop down box. You need to choose that single output.  

What we are going to do now is take a look at comparing each of those different 

methods and see have each of them are different to each other. You have got a file 

called scenario comparison exercise, just open that one up and we will take a look at 

doing different scenario analysis on exactly the same model. It takes you through 

how to do this in chapter 11 of the book and it is called scenario comparison, open 

that one up, the blank version and the front page is data validation drop down. What 

we are going to do is to create a data validation drop down so the instructions to 

take you through what the background is and what the different inputs are? Just 

take a moment to go through that and see if you can work through it on your own, 

just pause the video for a little bit, see how you go and then we will go through it 

together. 

We will start out by calculating the income, the income is going to be based on the 

sale price multiplied by the total number of square metres. That’s going to be your 

income there it is 15 million dollars. The land costs is just an input, that’s not going 

to change. We need to calculate the building costs, the building costs is going to be 
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based on the total number of square metres in this case and we are going to multiply 

that by the building cost per square metre which is $15 million. Just a bit of a 

property development example, very simple one page model and your sales 

commission are going to be based on your income.  Your sale amount is going to be a 

flat 2.5 percent of that.  We calculate that there, and our total expenses are going to 

be calculated by adding these up.  

12.9 million dollars of expenses and we have got 15 million of income, that minus 

that which gives us a profit and our net profit margin is going to be 14 percent. 

Now that we have got this calculation working, we are going to add in some 

scenarios. We are going to start out with a data validation drop down box, the way 

we have built this and we always do this in all of our models, we do, I guess the most 

likely the thing that we think is going to be the most likely scenario and we have got 

all of our assumptions there and we have got everything linking to that assumption 

at a very simple level it is just a very simple model, just a one pager. We have used 

best practice, we have got everything linking through to the assumption, all we need 

to do now in-order to conduct our scenario analysis is to change those inputs. If we 

change those inputs, the outputs are going to change. 

We know what our changes are going to be for our scenarios, we are just going to 

pop in our best case, base case and worst case. Just pop those into your model like 

that. What we need to do now is to make these our variables. We have got our 

building cost per square metre in this case has been calculated based on that there. 

What we need to do is to have that changing so that if our person using the model 

says that they want to look at the best case, we want that number to change. Under 

best case, the input is not going to be $1500 anymore, the input is going to 1250. If 

they say base case it would be 1500, if they say worst case it will be 1750.  

What we need to do is to create a drop down box at the top and our user can change 

that drop down box and then our inputs for our model are going to change 
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depending on what the user has selected. Let’s go ahead and create that drop down 

box at the top there, we are going to use a data validation this time. We will go in 

and say data validation, allow a list and we can link that through to there. Best case, 

base case, worst case and that’s going to create a drop down box here. What we 

want to do is to make this a formula. Those two cells there are going to be formulas 

rather than hard coded numbers.  

However, they have been formatted as inputs, we need to change the formatting. 

The way that we have got it there it looks as though they are hard coded numbers. 

They are not going to be hard coded numbers anymore. They are going to be 

formulas. I am just going to grab that cell there, I want the formatting to be copied 

from that cell there. I am going in and use my format painter, grab that there and say 

that, they are going to be formulas that change.  

What I want you to do next is to create a formula, there is several different functions 

that you could use here, I don’t mind which, create a formula that is going to change, 

so that if the user changes the drop down, the assumptions are going to change. 

Based on this drop down box at the top there, it is going to look at that and this will 

change. You could use an IF statement, you can say if it is best case give me that, if it 

is base case give me that, if it is worst case give me that. 

IF’s probably not a very sophisticated way of doing it, because you have to put 

multiple IF’s in and I mean it’s not very complicated, we only got three different 

scenarios.  But sometimes you got a dozen different scenarios and it gets quite 

complicated having to go IF-IF-IF. There is few other options possibly a VLOOKUP 

might be a better solution or perhaps a SUMIF. SUMIF is one of my favourites, 

probably a good one to use. I know you are not adding lots of ranges up, you've only 

got one instance of everyone. It is going to add them up SUMIF would work. I am 

going to do a SUMIF in this case or you can do a VLOOKUP whatever you prefer. 
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Let’s go in and grab a SUMIF, we will say that’s my range there, my criteria is that 

one there, fix the range and then sum it together, like that.  Okay and then you can 

probably if you got your referencing right you can probably just drag it across. Let’s 

see if that has worked. If you hit your F2 and you can see that because I fixed my 

referencing you can just then drag it straight across like that. Let’s see if that works, 

so if I say best case, its picking up the best case numbers yes, if I say base case, all of 

my numbers are changing. If I say worst case all of the numbers are changing again. 

That’s a very simple example of how a data validation drop down can work in 

scenario analysis. 

Let’s take a look now at doing exactly the same thing, except using a combo box. We 

will just have a look at how a combo box works differently to a data validation drop 

down box.  Go over to the next tab over here which is combo drop down and just to 

save yourself a bit of modelling what you can do is actually copy the formula’s 

across. If you grab all of that, copy and then paste, you can just reuse those formulas 

and you can even copy over the assumptions as well, having save yourself, having to 

retype them. Copy like that and we want to have it working exactly the same way, 

except this time instead of having a data validation drop down box we are going to 

create a combo box and make sure you have got your developer tab in the ribbon. 

Let’s go in and create our combo box, it is there under form controls, go in and draw 

it.  

What I sometimes do, is just pop it over there for now because we need to create – 

remember with the combo box, we need to create an output cell, we need to tell it, 

we need something for our formula to link to and if you have it over here 

somewhere, somebody might say what’s that number doing over there, it just looks 

messy, and somebody might delete it accidently later. What I often do is put the 

output cell right there behind the combo box and then I would just drag it over the 

top just to hide it. That way it doesn’t look messy and nobody can see how it’s 

working.  
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Let’s do that there, go into your combo box, go into format control and say input 

range, best case, base case, worst case and my cell link is going to be there. Change, 

best case it’s a 1 so change that formatting, best case is a 1, base case is a 2 and 

worst case is a 3. What I need to do next is have these assumptions changing 

depending on 1, 2 or 3. I can’t really use a VLOOKUP in this case or a SUMIF, it’s not 

really going to work because I can’t link to that. It doesn’t say best case, base case or 

worst case and I can’t link to that because our combo box does not contain any data. 

We need to link it to that one there. What we need to do, I will just change my 

formatting again, go into your format painter and change that one there and what 

we need to do here is to say, if it says 3 choose the third one, if it says 2 choose the 

second one, if it says 1 choose the first one.  

There is several different functions you could use, an index formula would work here 

or possibly a choose, I am going to go with the choose function but there is always 

several different ways of getting to the result that you want. There is no one sort of 

right or wrong way of doing it. There are always several different functions you could 

use. Some are better than others, usually the one that is the most concise, clearest 

and easiest to understand. But usually there are lots of different options. We will go 

with a choose in this case, go to the choose, index number in this case is going to be 

3, you are saying choose the third option, out of this one, this one or this one, there 

we go and if I fix my referencing there and copy it across, it will work for the other 

one as well. 

Let’s just test it and if it works, best case okay it’s picked up the first one, okay base 

case it picked up the second one, worst case it’s picked up the third one and what I 

want to do is to get rid of that one there, in fact I have not even changed that 

formatting, because it doesn’t need to be formatted like that. Just go in and paste 

you’re formatting over like that, hold down your CTRL key and then you can move 

your combo box over the top, there we go and you have got your working model. 
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Okay let’s look next at doing exactly the same thing but this time with a data table. 

As we know the data table is quite different, you are not going to have that drop 

down, all the numbers change, drop down, all the numbers change. We are going to 

have all of our output showing simultaneously in a single cell. Unlike the other 

exercise where we were able look at all of the results. We are going to have to 

choose a single output; we can’t show all of the calculations at once. With the data 

table we can only show a single output, let’s say we want to show the net profit, so 

we want to see what would the net profit be under changes in those inputs. 

We have those inputs setup for you already, just go in and copy the formulas 

through again or you can recreate them if you like. Just copy in your formulas there, 

this time you need to link that through. Let’s say we want to have net profit or you 

might want to have profit margin, whatever you like. We link that through to there. 

Remember, to create a data table you need highlight the whole boxes below 

because the data table is in an array formula. Go into data, whatif analysis, data 

table, row input cell is going to be where is the input that is contained in the row? 

The row is the sale price per square metre, we have got our title there. That’s the 

input laid out in the row. The column input is in the column which is the building cost 

per square metre. The hard coded number for the building cost per square metre is 

just there. Then we say okay and I will just change my formatting, could have done it 

as a percentage if you prefer, there we go and we can see hypothetically what the 

outcome would be. You might just want to change that so that we can’t see that and 

that is the data table showing the results of sensitivity analysis on our financial 

model. 

That was just a quick overview of a comparison between the different sorts of 

scenario and sensitivity analysis that you can perform in a financial model. 


