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Du Pont Analysis
« Analysis based on establishing a relevant financial relationship between components of
financial statements.

- Atool to examine a company's Return on Equity (ROE).

- ROE is broken into two parts: ROA and Equity Multiplier

- ROAs further drilled to Margin Ratios and Turnover ratios.

- Higher the RoE, more favourable is the organization.

- Margin Ratios: This ratio, also known as return as sales (ROS), measures the amount of
net profit earned by each dollar of revenue. It is computed as: Proft after Tax / Sales.

- Turnover Ratios: This is a measure of the efficiency with which assets are utilized. It
indicates how many times the assets were tumed over in a period. It is computed as:
Sales / Total Assets

- Gearing/Leverage Ratios: This is a measure of profitability from a given level of
investment. It is computed as: Total Assets / Owners Equity

+ This method returns a higher ROI because assets are measured at their gross book value
rather than at net book value.
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