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In the following section, we will have to build a formula that increases an amount by a proportion or percent. For example, we may want to start with $1,000 and say something like “increase $1,000 by 10%.” Our calculation would be as follows:
$1,000 + $1,000 * 10% = $1,000 + $1,000 * 0.10 = $1,000 + $100 = $1,100
But it would be equally correct to write it this way:
$1,000 * (1 + 10%) = $1,000 * (1 + 0.10) = $1,000 * (1.1) = $1,100
In finance and economics, it is common to see the calculation “increase $1,000 by 10%” written as follows:
$1,000 * 1.1
Similarly we may see the calculation “decrease $1,000 by 10%” written as follows:
$1,000 * 0.9
The mathematical reason that we can use these formulas comes from the math concept of factoring. In our example, it would look like this:
$1,000 + $1,000 * 0.10 = $1,000 * (1 + 0.10) = $1,000 * 1.1.
In Excel, using this convention is handy because it can reduce the size of our formulas. The next two examples will use this idea, first in an “increasing the price” formula, and then in an “increasing the revenue” formula.
