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DuPont Model 

DuPont Model 

The DuPont model, which was developed by a French 

engineer in the 1940s. 

It is an excellent tool to use to generate a “what if ” analysis 

utilizing a company’s income statement and the balance 

sheet. 

It is time-honored instruments of the financial community 

are pivotal documents for reflecting the overall health of a 

company. 

The “what if” scenario to determine whether improvement 

through a change in sales, an increase in asset turnover, or 

lower inventory levels will support operational objectives. 
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Example 1: 

If the plant can reduce inventory by 21%, then total assets 

will decrease and the asset turnover ratio will increase by 9%. 

With all other elements remaining equal, this will improve the 

return on investment (ROI) calculation by 5%.. 

Example 2: 

A second example would be if the cost of goods sold (COGS) 

is reduced by 7%, then total costs will decrease and net profit 

will improve by 4%. With all other elements remaining equal, 

this will improve the profit margin calculation by 2%. 
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