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Agenda

• Valuation framework

• The nuts and bolts of unit economics

• Bringing it to life: one real-world vignette

• Things to watch for

• Call to action
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The sources of corporate valuation 
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FIRM’S TOTAL 
EQUITY

OPERATING ASSETS
(sales ops, brand, 

technology, distribution, 
production, HR, …) 

CUSTOMERS

NON-OPERATING 
ASSETS

(excess real estate, 
other investments)

NET DEBT
(cash and equivalents, 
debt, lease obligations)



Framework for customer-based corporate valuation
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Customers

Date

Sales

Free Cash Flows

PV(FCF’s)

NPV(FCF’s)

Q1 Q2 Q3

$100 $200 $350

$50 $150 $175

$49 $148 $171

$368

E(Stock Price)

Purchase frequency, basket size

Contribution margin, CAC, fixed costs, balance sheet effects

WACC

Non-Operating Assets, Debt, Shares 
Outstanding

Acquisitions Acquisitions Acquisitions

Churn Churn

$25

Specify generative models for acquisition, retention, ordering, and spend



CBCV  unit economic insights

PAV: determines upper bound on CAC

CLV: determines if you’re upside or not
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Recent diligence

= Good current unit economics (CLV/CAC)

+ Sufficient customer acquisition

+ No significant degradation in unit economics

Though to be fair, …

CBCV framework gives us highly diagnostic unit economic insights “for free”:

Presenter Notes
Presentation Notes
Though to be fair, there are obviously other paths as well

Bad current economics + significant expansion in unit economics
Etc etc
But you need to be realistic about it



Other important related metrics

Other important terms:

• Finite-horizon CLV and PAV

• Payback period
• Time until cumulative contribution profit exceeds CAC

• And more

Critical to know these numbers

And calculate them correctly
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Farfetch:

Revolve Clothing:



In truth, more complicated:
• Marketing for repeat orders
• Cost allocation
• Lagged expenses
• Gross versus net CAC
• What is “acquisition”?

But 
approximately right >> nothing

Measuring CAC
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Starting point: CAC = … 

Sales and marketing 

Customers acquired
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TWO KEY DIMENSIONS

SUBSCRIPTION
VS. 

NON-SUBSCRIPTION

INTERNAL (GRANULAR) 
DATA 
VS. 

EXTERNAL 
(AGGREGATED) DATA

Specifying the customer model
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Subscription vs non-subscription

• Subscription:

• Observable churn
• Telcos, insurance, club memberships, SaaS, etc. 

• Relatively steady payments over lifetime 

• Easy to model 

• But less common than non-subscription
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TWO KEY DIMENSIONS

SUBSCRIPTION
VS. 

NON-SUBSCRIPTION

INTERNAL DATA 
VS. 

EXTERNAL DATA
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TWO KEY DIMENSIONS

SUBSCRIPTION 
VS. 

NON-SUBSCRIPTION

INTERNAL DATA 
VS. 

EXTERNAL DATA

Subscription vs non-subscription

• Non-subscription:

• Latent attrition
• Retail, restaurants, gaming, travel, entertainment, healthcare/pharma, media usage, B2B distribution, …

• Very “random” purchase timing over lifetime 

• Much harder to model
• Can’t approximate it as contractual 

• But suitable methods are now well-established 
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TWO KEY DIMENSIONS

SUBSCRIPTION
VS. 

NON-SUBSCRIPTION

INTERNAL DATA 
VS. 

EXTERNAL DATA

Internal vs. External Data

• Internal (granular) 

• Customer-level transaction logs

• Can be augmented by other sources 
• Marketing action 

• Customer satisfaction 

• Social media activity, …
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Internal vs. External Data

• External (aggregated) 

• “Rolled up” summaries 

• Periodically disclosed
• First-party disclosures (10-K’s, 10-Q’s, investor presentations, etc.)

• Third-party disclosures
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TWO KEY DIMENSIONS

SUBSCRIPTION
VS. 

NON-SUBSCRIPTION

INTERNAL DATA 
VS. 

EXTERNAL DATA



Case study 1: Blue Apron
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• In the run-up to their IPO:

• Leader in a booming industry

• 53% market share

• Revenue growth of 100% y/y
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Validating our CBCV model

… (many more)



CBCV results: retention
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Challenging customer retention (70% churn within 6 months):



CBCV results: customer acquisition cost
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Rising CAC relative to LTV:

Average post-acquisition 
customer value: $133



Popular media reaction
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Additional resources on Blue Apron
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HBR article HBS case study



Stock price reaction

22

IPO price target: $15-17

IPO price: $10 (down about 40%)

Current price (2/21): $0.40 (down 96%)



Things to watch for
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• (-) Misleading definitions

• (-) Cherry-picked disclosures



Things to watch for
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• (+) Alternative data
• Highly granular

• Helps with selective disclosure

• Note though: (1) US, (2) credit card only, (3) subsample of population



Things to watch for
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• (+) Network effects

• (+/-) TAM / acquisition

Great economics mean less if TAM (or more 
accurately, SAM) is small at that level of economics

SAM drivers: current pricing, 
current products, marketing, …



Call to action!
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• Metrics/data to collect: 

• CAC, repeat activity, cohorted data, churn rate, active customers, AOV, 
payback, net revenue retention, contribution margin, …

• Where to look: 

• SEC filings, investor presentations, alternative data sources

• Data directly disclosed data inferred

• Companies disclose good data, hide bad data…

• … but you can often triangulate back into the hidden data

• Get unit economics (e.g., CLV/CAC and drivers), judge TAM/acquisition, then 
assess how drivers and economics will change



Summary and conclusions
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• Bringing insights and methods from marketing into finance can improve 
forecasting accuracy and create important new investment KPI’s

• Scores of companies disclose meaningful amounts of data

• Many more we can obtain data for through alternative data sources

• Through careful triangulation, even more measures are obtainable

• Disclosure (whether and how) is voluntary – be careful!



Additional Resources: 
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• Connect/follow me on LinkedIn and Twitter (@d_mccar)

• Seminal CBCV papers: http://bit.ly/2N8P3sq and http://bit.ly/2LUmLFG

• CBCV paper incorporating credit card panel data: http://bit.ly/2UlwfxO

• HBR article: http://bit.ly/2sBjbYM

• Theta: http://www.thetaclv.com 

Thank you!

http://bit.ly/2N8P3sq
http://bit.ly/2LUmLFG
http://bit.ly/2UlwfxO
http://bit.ly/2sBjbYM
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