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The LTV:CAC ratio hides the
timing

The LTV:CAC ratio compares a forecast with an acquisition cost, but
not when cash returns. Put payback, margin and cohort risk beside
the ratio.
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MANAGEMENT SUMMARY

The LTV:CAC ratio is easy to remember and easy to overread. A high lifetime value divided by a low acquisition

cost appears to prove efficient growth, but the ratio does not show when contribution arrives, which customers

survive, which costs were included, or whether the lifetime value came from expansion that has not yet

happened. This article keeps the ratio as a useful comparison and adds the missing timing and cohort questions.

It shows how two businesses can share the same ratio while carrying different cash exposure, why a fast pay-

back can still produce weak lifetime value, and how to use the metric as a screening signal without letting it be-

come a promise about the future.
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The LTV:CAC ratio hides the timing. It compares a forecast of future contribution with the cost of acquiring a cus-

tomer, but it does not show when the cash returns, how the value is distributed across the cohort or which costs

were placed outside the calculation.

That makes the ratio useful as a screening signal and dangerous as a verdict. A ratio of 3:1 can be created by a cus-

tomer that pays back quickly and churns early, or by a customer that takes years to recover but produces durable

expansion. The two businesses need different funding decisions.

Why must commercial finance add payback timing to the
LTV:CAC ratio?
Lifetime value and acquisition cost answer different time questions. CAC is paid near the beginning of the rela-

tionship. LTV is collected through the relationship and depends on survival, contribution margin and expansion.

Dividing one by the other suppresses the path.

The first companion metric should be CAC payback. Every growth budget is a gross number, not a lifetime fore-

cast. It tells you how long the business funds a cohort before the contribution recovers the cost. The second com-

panion should be the cohort distribution: median, lower quartile, early churn and expansion concentration.

Table 1 One LTV:CAC ratio, three cash paths

Illustrative path Forecast LTV CAC LTV:CAC What the ratio
hides

Fast recovery, early churn 300 100 3.0x Most value arrives
before a short life
ends

Slow recovery, durable expansion 300 100 3.0x Cash is tied up
longer, but the re-
lationship may be
stronger

Mixed cohort, concentrated expansion 300 100 3.0x A few expansions
carry the average

Author's illustrative worksheet. The values are constructed to show why a ratio cannot stand in for timing.

Why is lifetime value fundamentally a cohort forecast rather than
an account property?
Customer lifetime value is not found in the account record. It is estimated from the contribution stream the com-

pany expects. The survival curve, contribution margin, expansion and discount rate are assumptions. Change the

cohort or the cost boundary and the value changes.

This is why the customer base is priced exactly once, or never: the historical base, the expected cash flow and the

portability of the relationship are different objects. A ratio that uses historical revenue for one term and forecast

contribution for the other can still be useful, but it needs a label.

https://isoglu.com/insights/journal/every-growth-budget-is-a-gross-number/
https://isoglu.com/insights/journal/priced-exactly-once/
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The ratio also rewards a low CAC boundary. If acquisition cost includes media and ignores sales capacity, imple-

mentation or partner fees, the numerator is not comparable with a fully loaded LTV. The answer may be mathem-

atically stable and commercially incomplete.

How can a flattering LTV:CAC ratio reflect survival selection bias?
Channel mix changes the customers who enter the model. A referral channel, an enterprise sales team and a

product‑led path may all report LTV:CAC, while each selects a different type of customer. A channel with a higher

ratio may have a smaller, more qualified population. A channel with a lower ratio may be acquiring the next seg-

ment the company needs to learn.

Retention can also select the denominator. If churned customers disappear from the analysis before the lifetime

value is estimated, the ratio is built from survivors. The metric is then measuring the economics of staying cus-

tomers, not the economics of acquisition.

This is the same discipline as reading the retention number from your side of the table: the aggregate number is

real, but it does not tell you which relationship or mechanism produced it.

Table 2 The ratio review sheet

Question If yes If no

Is LTV based on a fixed starting cohort? The survival and expansion path can
be inspected

The ratio may be survivor‑selected

Does CAC include the same commercial boundary
across channels?

The comparison has a common cost
basis

The ratio is a boundary comparison

Is payback shown by cohort? Cash exposure is visible The ratio hides funding time

Are contribution costs included after go‑live? Value is closer to operating contribu-
tion

LTV may be revenue dressed as margin

Is expansion separated from survival? The growth mechanism is visible A few expansions can carry the average

Is the downside case shown? The decision has a boundary The ratio is a best‑case promise

Author's worksheet for reviewing LTV:CAC before using it as a growth decision.

Which capital allocation decisions can the LTV:CAC ratio defens-
ibly govern?
Use LTV:CAC to ask whether the unit economics deserve a deeper review. Do not use it alone to set the budget,

choose the next segment or promise that growth will compound.

The companion questions are practical:

1 How many months until the cohort recovers CAC from contribution margin?

2 What happens if expansion is removed?

3 What happens if the largest account or channel is removed?

https://isoglu.com/insights/journal/the-retention-number-is-measured-from-your-side/
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4 Which costs appear after the customer signs?

5 Can the customer remain valuable without one salesperson, partner or founder?

If the ratio stays attractive through those questions, it has earned more authority. If it collapses, that is not a reas-

on to hide it. It tells you what the growth plan depends on.

The best use of the ratio is therefore comparative and conditional. Keep the number, keep the formula, and put

the cash path beside it. The ratio tells you the size of the promise. Payback tells you when you fund it. The cohort

tells you whether the promise belongs to the average or to a few survivors.

Evidence base. The analytical frame also draws on these additional sources: Schmitt et al. 2011; Lambrecht and

Skiera 2006; Kienzler et al. 2021. The links identify the exact works; they support the mechanisms and boundary

conditions discussed here, not every claim in isolation.

https://doi.org/10.1509/jm.75.1.46
https://doi.org/10.1509/jmkr.43.2.212
https://doi.org/10.1509/jmkr.43.2.212
https://doi.org/10.1016/j.jbusres.2021.04.024


The LTV:CAC ratio hides the timing Page 6

REFERENCES

Schmitt, P., Skiera, B., & Van den Bulte, C. (2011). Referral programs and customer value. Journal of Marketing, 75(1), 46–59.
https://doi.org/10.1509/jm.75.1.46

Lambrecht, A., & Skiera, B. (2006). Paying too much and being happy about it: Existence, causes, and consequences of tariff‑choice
biases. Journal of Marketing Research, 43(2), 212–223. https://doi.org/10.1509/jmkr.43.2.212

Kienzler, M., Kowalkowski, C., & Kindström, D. (2021). Purchasing professionals and the flat‑rate bias: Effects of price premiums,
past usage, and relational ties on price plan choice. Journal of Business Research, 132, 403–415.
https://doi.org/10.1016/j.jbusres.2021.04.024

https://doi.org/10.1509/jm.75.1.46
https://doi.org/10.1509/jmkr.43.2.212
https://doi.org/10.1016/j.jbusres.2021.04.024


E N D  O F  E S S A Y

H O W  T O  C I T E  T H I S  E S S A Y

Isoglu, S. (2026, August 20). The LTV:CAC ratio hides the timing. Sinan Isoglu.

https://isoglu.com/insights/journal/ltv-cac-ratio-hides-the-timing/

K E E P  R E A D I N G

Growth that compounds

What are unit economics?
https://isoglu.com/insights/journal/what-are-unit-economics/

Growth that compounds

What is CAC?
https://isoglu.com/insights/journal/what-is-cac/

Growth that compounds

What is customer churn?
https://isoglu.com/insights/journal/what-is-customer-churn/

Sinan Isoglu, MBA (Quantic)

Commercial growth leader, lecturer and doctoral researcher

© 2026 Sinan Isoglu · isoglu.com · All rights reserved

Online version: https://isoglu.com/insights/journal/ltv-cac-ratio-hides-the-timing/

https://isoglu.com/insights/journal/what-are-unit-economics/
https://isoglu.com/insights/journal/what-is-cac/
https://isoglu.com/insights/journal/what-is-customer-churn/

	abstract
	sec-1
	sec-2
	sec-3
	sec-4
	refs

