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What are your expectations?

Expectations ?



What you will learn?

● Financial Statements, their management and how they aid decision 
making/strategy

● Cashflow: how money moves through a business

● Difference between cash and profit

● Importance of profit to maintain and grow the company
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What is Unit Economics?

An analysis of a Company’s revenue, costs and 
profitability at a unit level

UNIT: Quantifiable item that creates value for the 
business.



Importance of Unit Economics

Forecasting profits: helps project your profits on a per unit basis

Access market sustainability:  Helps analyse product potential especially at the early stage of 
business development

Product improvement: helps provide evidence on if a product is overpriced or undervalued, 
which helps design strategies for product improvement and determines if the marketing 
expense is worth the cost.



How to Calculate Unit Economics

Define the metrics



How to Calculate Unit Economics

Calculate

Insight
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How to Calculate Unit Economics

(A) Gross profit margin per unit

Formulae
Average Selling price per unit -Direct cost per unit

                        Average selling price per unit

 (B) Average revenue per order

Formulae
                      Total revenue in period

               Number of orders in period

Calculate3



How to Calculate Unit Economics

 (B) Lifetime Value (LTV)

Formulae
                    

Calculate3

(C) Customer acquisition cost (CAC)

Formulae
                        Total cost of sales and marketing
                
                      Number of customers acquired in period

Net Value Per Customer * Customer Retention Period

Net Value Per Customer=  (Gross Profit Per Unit *No of Units in Period)-Retention Costs 



Break Even Analysis

The number of products you 
need to sell to cover costs i.e 
achieve zero profits

Break Even Point

(A) Break Even point Units

Formulae
                            Total fixed cost

                Selling price per unit-Variable cost per unit

(A) Break Even Revenue

Formulae
              Break-Even Units * Selling Price         




