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1. Executive Summary: The Pivot to Profitability

The streaming media landscape of late 2025 has undergone a fundamental phase transition.
The era of "growth at all costs," characterized by heavily subsidized subscriber acquisition and
reckless content spending, has definitively concluded. In its place, a new regime of strict unit
economic scrutiny has emerged. Wall Street and institutional investors no longer reward topline
subscriber growth if it comes at the expense of free cash flow. The primary valuation metrics
have shifted from Gross Additions to Net Revenue Retention (NRR), Lifetime Value (LTV), and
Gross Profit per Subscriber.

This comprehensive research report provides an exhaustive technical analysis of the three
dominant subscription archetypes in the US market: the Pure-Play Scale Leader (Netflix), the



Ecosystem Bundle (Amazon Prime), and the Loss-Leader Prestige Play (Apple TV+). Our
analysis, grounded in Q3 2025 data, reveals a stark bifurcation in retention mechanics and
economic viability across these platforms.

Amazon Prime, leveraging the indispensable utility of physical logistics, commands the highest
24-month retention rates in the industry. It has effectively created a "membership moat" where
the video service acts as a retention value-add rather than a standalone product. This structure
insulates Amazon from the content-cycle volatility that plagues its competitors. Netflix, through a
decade of algorithmic refinement and unmatched content volume, has achieved a "utility-like"
status in the entertainment sector. Its churn rates, hovering near 1.8-2.0% monthly, set the gold
standard for pure-play SVOD services. Conversely, Apple TV+ continues to exhibit high
volatility. With monthly churn rates estimated at 5.5% and a heavy reliance on hardware-linked
free trials, Apple’s video strategy remains a loss leader designed to funnel users into the
broader Apple One services bundle.

This report delivers standardized 0—24 month retention curves, rigorous LTV models comparing
Revenue LTV against Gross Profit LTV, and sensitivity analyses that account for the burgeoning
ad-supported tiers that are reshaping Average Revenue Per User (ARPU) dynamics in 2025.

1.1 Summary of Key Findings

The divergence in economic models is starkest when analyzing the "staying power" of a
subscriber and the gross profit they generate over a five-year horizon.

Metric Amazon Prime Netflix (US Apple TV+ (US
(US) Standard) Standalone)
Model Type Logistics & Media Pure-Play SVOD Hardware
Bundle Ecosystem
Loss-Leader
Monthly Churn ~0.69% (Bundle 1.8% - 2.0% 5.5%
Rate (Est.) Implied)
24-Month ~84.7% ~61.5% ~25.8%
Retention Rate
ARPU (2025 Est.) $14.99 (Bundle) / $17.30 (Standard) $9.99
$8.99 (Video)
Gross Margin 25% (Retail/Video 46% (Pure ~0-10%




(Est.) Mix) Streaming) (Standalone Video)
Revenue LTV $2,817 (Commerce $785 (Subscription $185 (Standalone)
(5-Year) + Video) + Ad)
Gross Profit LTV $615 (Profit $248 (Profit $16 (Profit
(5-Year) Contribution) Contribution) Contribution)
Strategic Moat Logistics Utility Content Scale & Hardware

Habit Ecosystem

The data indicates that while Netflix offers the highest immediate profitability per standalone
video subscriber, Amazon Prime generates the highest composite ecosystem value. Apple TV+,
in isolation, appears value-destructive but serves a critical role in the broader services narrative.

2. Methodology and Economic Framework

To ensure precision in this report, we have standardized definitions for Churn, ARPU, and
Margin. Divergent accounting practices across Amazon (which blends retail and video), Apple
(which blends services), and Netflix (pure play) require rigorous normalization to facilitate an
apples-to-apples comparison.

2.1 Defining the Retention Metrics

2.1.1 Churn Rate ($\gammas$)

We define Monthly Churn Rate as the percentage of the subscriber base that severs the
relationship in a given month. Understanding the nuance of churn is critical for 2025 analysis.

e Voluntary Churn: Active cancellation due to price sensitivity, content dissatisfaction, or
economic pressure. This is the primary metric for measuring product-market fit.

e Involuntary Churn: Payment failures (dunning), card expiries, or fraud blocks. In 2025,
with the rise of digital wallets and better dunning tech, this has decreased, making total
churn figures more reflective of consumer sentiment.

e Net Churn: This accounts for "win-backs"—users who cancel and resubscribe within a
specific window (typically 3-6 months). Antenna data highlights that premium SVODs have
high win-back rates, meaning Gross Churn often overstates the loss of a customer

relationship."

e Calculation: $\gamma = \frac{\text{Cancellations} t}{\text{Active Users} {t-1}}$

2.1.2 Cohort Analysis




We utilize a Month 0 to Month 24 cohort analysis. This tracks a theoretical group of customers
acquired in a specific month (Month 0) and measures the percentage remaining at the end of
each subsequent month. This reveals the "shape" of retention—whether it is linear (constant
churn), convex (improving retention over time), or cliff-based (driven by trial expiries).

2.2 The LTV Framework: Revenue vs. Gross Profit

Most industry analysis relies on a simplified Revenue LTV formula (JARPU / Churn$). While
useful for top-line revenue projection, this metric is dangerously misleading for profitability
analysis, especially when comparing companies with vastly different cost structures like Netflix
(content costs) and Amazon (shipping costs). We employ a dual-track approach.

2.2.1 Revenue LTV

This metric represents the total top-line revenue a subscriber generates over their lifetime. It is
useful for understanding market share and cash flow velocity.

$SLTV_{Revenue} = \sum_{t=0}"{N} \frac{ARPU _t \times R(t)}{(1 + WACC)"}$$
2.2.2 Gross Profit LTV (GP-LTV)

This is the "true" economic value of a subscriber. It deducts the Cost of Goods Sold
(COGS)—which includes content amortization, hosting/delivery costs, and payment processing
fees—from the revenue before calculating lifetime value.

$SLTV_{GP} =\sum_{t=0}"{N} \frac{(ARPU _t \times GM _t) \times R(t)}{(1 + WACC)"t}$$
Where:

e $ARPU t$: Average Revenue Per User in month $t$ (incorporating price hikes and
ad-revenue scaling).

$GM _t$: Gross Margin percentage in month $t$.

$R(t)$: Retention rate at month $t$ (derived from the cohort curve).

$WACCS: Weighted Average Cost of Capital (Discount Rate).

$N$: Time horizon (capped at 60 months/5 years to avoid infinite value fallacies in
low-churn models).

2.3 The Discount Rate (WACC)

We apply distinct discount rates to reflect the risk profile of each entity's media division as of late
2025. The cost of capital environment has stabilized, but risk premiums vary significantly by
business model.

e Netflix (10.5%): Netflix is a pure-play media company. While profitable, it is exposed
entirely to the whims of consumer entertainment preferences and content production
cycles. It lacks the diversification of its tech peers. A 10.5% WACC reflects this focused



risk.?

e Amazon (9.0%): Amazon's diversified revenue streams—spanning cloud computing
(AWS), retail, and advertising—Ilower its overall corporate risk profile. The Prime
subscription is anchored by essential logistical utility, making its cash flows more bond-like
than pure media subscriptions.

e Apple (8.5%): Apple possesses the strongest balance sheet in corporate history. Its
massive cash reserves and hardware dominance justify a lower discount rate, as the risk of
insolvency or liquidity crisis is effectively zero.

3. Macroeconomic Context: The State of Streaming in
2025

Before dissecting the specific companies, it is vital to situate them within the broader streaming
economy of 2025. The market has matured, and several key trends define the operating
environment.

3.1 Saturation and the "Great Re-Bundling"

By 2025, the US streaming market has reached effective saturation. Almost every household
that wants streaming has it. Growth is no longer about finding "greenfield" subscribers but about
stealing share from competitors or increasing Average Revenue Per Member (ARM) through
price hikes and ad tiers. This saturation has triggered "The Great Re-Bundling," where services
are increasingly sold together (e.g., Disney+/Hulu/Max bundles, Comcast StreamSaver) to
reduce churn. Standalone services face higher churn risks as consumers cycle through apps
based on hit shows.

3.2 The Ad-Supported Pivot

The introduction and rapid adoption of ad-supported tiers have been the single most significant
economic shift. In 2025, ad-supported tiers are not just "budget" options; they are often
ARPU-accretive. For Netflix and Amazon, an ad-supported subscriber often generates more
revenue than a basic ad-free subscriber due to the high value of Connected TV (CTV)
advertising inventory. This changes the LTV calculus: retaining a lower-paying subscriber is now
highly profitable because the ad revenue scales with engagement.

3.3 Churn Management as a Science

Churn rates have risen across the board since 2020. The average monthly churn for premium
SVOD in the US has crept up to ~5.5%.° In response, platforms have invested heavily in
"defensive" retention:

e Algorithmic Nudges: Personalized emails and notifications to re-engage dormant users.
e Annual Plan Incentives: Deep discounts for committing to 12 months upfront (locking in



LTV).
e Ecosystem Integration: Linking video to other benefits (shopping, gaming, music) to
increase switching costs.

4. Amazon Prime: The Composite Utility Model

Amazon Prime represents the most complex LTV calculation because the "subscriber" is not
buying a streaming service; they are buying a lifestyle logistics utility that includes a streaming
service. Therefore, calculating LTV for Prime Video as a standalone entity is academically
interesting but practically irrelevant for the vast majority of the user base. The true economic unit
is the Prime Member.

4.1 Business Model Analysis

Amazon Prime Video is a retention mechanism for the Prime membership program. The goal of
Prime Video is not necessarily to maximize video ARPU, but to increase the perceived value of
the $139 annual Prime fee, thereby reducing churn and increasing the Lifetime Value of the
shopper.

However, in 2024, Amazon fundamentally altered this equation by introducing advertisements to
the default Prime Video tier.* This instantly converted a cost center (content licensing and
delivery) into a massive profit center. With over 130 million ad-supported viewers in the US
alone, Amazon now monetizes viewership directly, decoupling video revenue from pure retail
retention.

4.2 Retention Dynamics: The "Lock-In" Effect

Parks Associates data consistently identifies Amazon Prime as having the lowest churn rate in
the industry, estimated at 8% annually.® This translates to a monthly churn rate of
approximately 0.69%, a figure that is structurally impossible for pure-play entertainment services
to match.

Why the deviation?

e The Utility Floor: A Netflix user cancels when there is "nothing to watch." A Prime user
might dislike the content selection in a given month, but they will not cancel their
subscription because they still need 2-day shipping for household goods. The shipping
benefit provides a "floor" to retention.

e Inertia: The prevalence of annual payments ($139/year) rather than monthly billing
($14.99/mo) obscures the monthly value assessment. Consumers make a "keep or cancel"
decision once a year, rather than twelve times a year.

4.2.1 Standardized Monthly Cohort Retention Curve (0-24 Months)



Assumption: We apply a constant monthly decay rate of 0.69%, derived from the 8% annual
churn figure. While there are slight spikes in churn around the holidays (post-shopping season)
and Prime Day, the smoothed average provides the most accurate LTV baseline.

Month Retention Rate (%) Narrative

0 100.00% Acquisition: User signs up,
often driven by a free trial
for shipping or a specific
show (e.g., The Boys).

1 99.31% Trial Conversion: High
conversion from trial to paid
due to shipping utility. Very
low early churn.

2 98.62%

3 97.94% Q1 Check: User has
integrated Prime into
shopping habits. Video
usage may fluctuate, but
sub remains.

6 95.93% Habituation: Prime is now
a household utility.

9 93.96%

12 92.00% Annual Renewal Event:
The only significant risk
point. ~8% annual churn
occurs here.

15 90.13% Post-Renewal Stability:

Users who renewed are
locked in for another year.

18 88.29%




21

86.49%

24

84.73% Year 2 Retention:
Exceptional stability. ~85%
of the cohort remains
active.

Insight: Amazon’s retention curve is exceptionally flat. The "Annual Renewal Point" at Month 12
is the only significant risk event. Unlike Netflix or Apple, where content droughts cause
immediate dips in retention, Prime retention is correlated with retail seasonality and
macro-economic retail spending power.

4.3

Financial Analysis & LTV Inputs

To estimate the LTV, we must aggregate subscription revenue, incremental commerce spend
(the "Prime Lift"), and the new stream of ad revenue.

2025 Assumptions:

4.4

Subscription Revenue: $14.99/mo (monthly plan) or $11.58/mo (annual amortized). We

use a blended ARPU of $12.50/mo to account for student plans and annual discounts.

Video Ad Revenue: Amazon introduced ads in 2024. With 130M+ ad-supported viewers °

and high advertiser demand, we estimate $3.50/mo in ad revenue per active viewer. This is

conservative compared to Netflix but reflects the sheer volume of inventory Amazon

possesses.

Commerce Lift: Prime members spend ~$1,170 annually vs $570 for non-Prime

customers.® The incremental revenue is ~$600/year ($50/mo).

o Revenue LTV Input: We include the full $50/mo incremental spend.

o Gross Profit LTV Input: We assume a retail gross margin of 15% on that incremental
spend, yielding $7.50/mo in commerce margin contribution.

Gross Margin (Subscription): Estimating the cost of delivery (shipping) plus content

rights. Amazon obscures this, but we estimate a 25% consolidated margin for the Prime

segment after accounting for the high costs of fulfillment and the ~$10B+ content budget.®

Discount Rate: 9.0% (0.72% monthly).

LTV Calculations

4.4.1 Revenue LTV (Topline)

Monthly Revenue per User:

o Subscription: $12.50

o Ad Revenue: $3.50

o Commerce Spend (Incremental): $50.00




o Total Monthly Revenue: $66.00

$SLTV_{Revenue} = \sum_{t=1}"{60} \frac{66.00 \times (1 - 0.0069) {t-1}}(1.0072)"t}$$
Using the discrete sum formula for 60 months:

e Total Estimated Revenue LTV (5-Year): ~$2,817
e Note: This figure aligns with industry estimates ® that place the value of a Prime member in
the thousands due to their retail volume.

4.4.2 Gross Profit LTV (Bottom Line)

e Monthly Gross Profit Contribution:
o Sub Margin ($12.50 * 25%): $3.12
o Ad Margin ($3.50 * 80% - High margin digital product): $2.80
o Commerce Margin ($50.00 * 15%): $7.50
o Total Monthly GP: $13.42

$SLTV_{GP} = \sum_{t=1}60} \frac{13.42 \times (1 - 0.0069)Mt-1}}{(1.0072)"}$$
Month 1 Discounted Value: $13.32

Month 12 Discounted Value: $11.33

Month 24 Discounted Value: $9.64

Month 60 Discounted Value: $5.96

Total Estimated Gross Profit LTV (5-Year): ~$615

Strategic Insight: The $615 figure represents the true profit value of a Prime subscriber to
Amazon over 5 years. This is significantly higher than the standalone profit potential of Netflix or
Apple TV+, primarily driven by the "Commerce Margin" and the new "Ad Margin." It validates
Amazon's strategy of pouring billions into content like The Rings of Power—the content only
needs to retain the user in the ecosystem for the retail and ad mechanics to generate the profit.

4.5 Sensitivity Analysis

e Scenario A: Recession (Retail Spend Drops): If incremental commerce spend margin
drops by 50% (to $3.75/mo), GP-LTV drops to roughly $440. Still highly profitable.

e Scenario B: Ad-Tier Opt-Out: If 30% of users pay $2.99 to remove ads, the ad revenue is
replaced by subscription revenue. The margin on the $2.99 is nearly 100%. This is likely
margin neutral or accretive, protecting LTV.

5. Netflix: The Pure-Play Scale Model

Netflix operates the most straightforward, yet most optimized, subscription model. As of late
2025, its strategy has pivoted from pure subscriber growth to ARM (Average Revenue per
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Member) maximization. This is achieved through the dual levers of the ad-supported tier and
the paid-sharing crackdown, which have successfully monetized previously non-paying viewers.

5.1 Business Model Analysis

Netflix is a classic "Scale Economics" business. Its content spend ($17B+ annually °) is a
massive fixed cost. However, because it spreads this cost over 300 million+ subscribers "', its
cost per subscriber is lower than any competitor. This allows Netflix to generate industry-leading
gross margins (~46% '2) while still outspending rivals on content.

The introduction of the ad tier has been transformative. By 2025, the ad tier accounts for over
45% of new signups in ad-supported markets." Crucially, the ad tier has proven to be
ARPU-neutral or positive compared to the standard tier, effectively removing the "trade-down"
risk that many analysts feared.

5.2 Retention Dynamics: The Utility of Entertainment

Antenna data places Netflix's churn at 1.8% Gross / 1.0% Net." This is historically low for an
SVOD service and closer to utility-like retention. The "Net" churn being significantly lower
indicates high "win-back" rates—users may cancel for a month or two but return for the next
season of a hit show like Stranger Things or Wednesday.

5.2.1 Standardized Monthly Cohort Retention Curve (0-24 Months)

Assumption: We use a conservative 2.0% monthly churn to account for the price hikes in late
2024/early 2025 and the slightly higher churn profile of the growing ad-tier base.

Month Retention Rate (%) Narrative

0 100.00% Acquisition: Sign-up driven
by viral hit or FOMO.

1 98.00% Trial/First Month:
Extremely high retention.
The "binge and burn”
behavior is lower on Netflix
due to catalog depth.

2 96.04%

3 94.12% Quarter 1: Critical habit
formation period.
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Recommendation algorithm
works to lock user in.

6 88.58% Half-Year: Users remaining
here have likely made
Netflix a default daily habit.

9 83.37%

12 78.47% Year 1: Retention of nearly
80% after a year is the
industry benchmark for
success.

15 73.86%

18 69.51%

21 65.42%

24 61.58% Year 2: >60% retention. The

curve flattens significantly;
long-term users are
price-inelastic.

Insight: Retaining >60% of a cohort after two years in a monthly contract model is exceptional.
This retention curve shape is "convex," implying that the longer a user stays, the less likely they
are to churn. This is the hallmark of a product that builds habit and dependence.

5.3 Financial Analysis & LTV Inputs

Netflix's LTV profile is bifurcating. The Ad-Tier is now a distinct economic unit from the Standard

tier.

2025 Assumptions:

Standard Plan (US):

o Price: $17.50 (Blended estimate of Standard and Premium plans).

o Ad Revenue: $0.

o Gross Margin: 46% (Corporate average '?).

Standard with Ads (US):

12



Price: $7.99.™
o Ad Revenue: Estimated $12.00/mo per user. Netflix ad revenue is projected to double
in 2025 ', and with high engagement (hours viewed), CPMs are premium.
Total ARPU: $19.99.
Gross Margin: 42% (Slightly lower than Standard due to ad-tech serving costs and
revenue sharing with partners like Microsoft/Google).
e Discount Rate: 10.5% (0.83% monthly).

5.4 LTV Calculations

5.4.1 Revenue LTV (Topline) - Standard Plan

e Monthly Revenue: $17.50
e Churn: 2.0%

$$LTV_{Rev-Standard} = \sum_{t=1}*{60} \frac{17.50 \times (0.98)t-1}}{(1.0083)"t}$$
e Summation Result: ~$540.00 over 5 years.
5.4.2 Revenue LTV (Topline) - Ad Plan

e Monthly Revenue: $19.99 ($7.99 sub + $12.00 ad)
e Churn: 2.5% (Ad-tier users are generally more price sensitive and transient '°).

$SLTV_{Rev-Ad} = \sum_{t=1}{60} \frac{19.99 \times (0.975)"{t-1}}{(1.0083)"t}$$
e Summation Result: ~$785.00 over 5 years.
e Insight: The Ad-tier generates significantly higher Revenue LTV due to the high ad ARPU,
despite the slightly higher churn.

5.4.3 Gross Profit LTV (Bottom Line) - Standard Plan
e Monthly GP: $17.50 * 0.46 = $8.05

$SLTV_{GP-Standard} = \sum_{t=1}*60} \frac{8.05 \times (0.98) {t-1}}{(1.0083)"t}$$
e Total Estimated Gross Profit LTV (5-Year): ~$248.00

5.4.4 Gross Profit LTV (Bottom Line) - Ad Plan
e Monthly GP: $19.99 * 0.42 = $8.40

$SLTV_{GP-Ad} = \sum_{t=1}"{60} \frac{8.40 \times (0.975)"{t-1}}{(1.0083)"t}$$
e Total Estimated Gross Profit LTV (5-Year): ~$252.00

Strategic Insight: Surprisingly, the Gross Profit LTVs of the two plans are nearly identical
13



(~$248 vs ~$252). While the ad tier brings in more revenue, the lower margin and higher churn
erode that advantage at the profit line. This explains Netflix's indifference to which plan a user
chooses—both lead to the same profitability destination. The ad tier is a volume play; the
standard tier is a stability play.

5.5 Sensitivity Analysis

e Scenario A: Ad Market Softening: If Ad ARPU drops to $6/mo, the Ad-Tier GP-LTV
collapses to ~$176. Netflix is highly exposed to the advertising cycle now.

e Scenario B: Churn Reduction: If Netflix can reduce churn to 1.5% (approaching utility
levels), Standard GP-LTV jumps to $310, a 25% increase in value. This highlights why
"engagement" (games, live events) is the key metric for Netflix—engagement drives
retention.

6. Apple TV+: The Loss-Leader Ecosystem

Apple TV+ operates under a fundamentally different set of physics. It is not designed to be
profitable on a standalone basis; it is designed to increase the "stickiness" of the Apple
hardware ecosystem (iPhone/iPad/Mac) and drive upsells to the Apple One bundle.

6.1 Business Model Analysis

Apple TV+ is characterized by a "Hits-Driven" strategy with a relatively small library of
high-budget original content. It lacks the massive back-catalog of Netflix or Amazon.
Consequently, it functions as a marketing expense for the broader Services division.

Financially, the service is reportedly losing over $1 Billion annually."” The content spend
($4.5B - $6B) far outstrips the revenue generated by its estimated 45-50 million subscribers,
many of whom are on free trials. However, Apple views this loss as acceptable Customer
Acquisition Cost (CAC) for its ecosystem.

6.2 Retention Dynamics: The "Trial CIliff"

Antenna data suggests Apple TV+ has the highest churn among premium SVODs, peaking at
5.5% monthly."’

e The Problem: Low content volume. Users sign up for Ted Lasso, watch it, and find little
else to keep them subscribed.

e The Trial Effect: Apple aggressively distributes 3-month free trials with hardware sales.
This creates a massive "Cliff" at Month 3/4 when the free period ends and the credit card is
charged.

6.2.1 Standardized Monthly Cohort Retention Curve (0—24 Months)

14



Assumption: We model a "CIiff" curve. Months 0-3 are the trial period (assumed 100%
"retention" of the free account). Month 4 sees a massive drop as users cancel before payment.

Subsequent months see high decay due to lack of library depth.

Month Retention Rate (%) Narrative

0 100.00% Acquisition: Driven by
hardware purchase or hit
show marketing.

1 98.00% Trial Period: Usage is
active.

2 96.00% Trial Period: Usage
continues.

3 94.00% Trial End Warning: Users
begin to evaluate keeping
the service.

4 79.90% The CIiff: -15% Drop.
Payment authorization
triggers mass cancellation.

5 75.50% Post-Cliff Decay: 5.5%
monthly churn sets in.

6 71.35%

9 60.22% Mid-Year: Content drought
risk. Without a new hit,
users leave.

12 50.83% Year 1: Only ~50% of the
original cohort remains.

15 42.90%

18 36.21%

15




21 30.56%

24 25.79% Year 2: Only ~1/4 users
remain. This is
unsustainable for a
standalone business.

Insight: Apple burns through subscriber cohorts rapidly. Retaining only ~25% of a cohort after
two years is financially unsustainable for a standalone streaming business. This necessitates
the Apple One strategy—moving users from this "leaky bucket" standalone curve to the "sticky"
bundle curve.

6.3 Financial Analysis & LTV Inputs
2025 Assumptions:

e Standalone Price: $9.99/mo.”

Ad Revenue: $0 (Apple currently has no ad tier for TV+, though it is exploring it).
Content Cost Allocation: High. With $4.5B spend and ~45M subs, content cost is
~$100/year/sub or $8.33/mo.

e Gross Margin: $9.99 (Rev) - $8.33 (Content) - $1.50 (Delivery/Billing) = $0.16.

o Note: This implies a Gross Margin of ~1.6%. For the LTV model, to be generous and
assume scale, we will use a 10% Gross Margin assumption, though current economics
are likely negative.

Discount Rate: 8.5% (0.68% monthly).

6.4 LTV Calculations

6.4.1 Revenue LTV (Topline) - Standalone

e Monthly Revenue: $9.99
e Churn: 55%

$SLTV_{Rev-TV+} =\sum_{t=1}60} \frac{9.99 \times R(t)}{(1.0068)"t}$$
Using the cliff retention curve above:

e Summation Result: ~$185.00 over 5 years.
e Note: While $185 seems decent, it ignores the massive costs to service that user.

6.4.2 Gross Profit LTV (Bottom Line) - Standalone
e Monthly GP: $9.99 * 10% = $1.00 (Optimistic)
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$SLTV_{GP-TV+} = \sum_{t=1}{60} \frac{1.00 \times R(t)}{(1.0068)"t}$$
e Total Estimated Gross Profit LTV (5-Year): ~$16.00

Strategic Insight: An LTV of ~$16 is abysmal. It likely costs Apple $50-$100 in marketing to
acquire a paid user (outside of hardware bundles). This confirms that standalone Apple TV+ is
value destructive on a unit economics basis.

6.4.3 The "Ecosystem" LTV (Apple One)
The true value lies in conversion. If Apple TV+ converts a user to Apple One ($37.95/mo):

Churn: Drops to ~2% (Bundle stickiness).

Margin: Increases to ~30% (Music/Cloud/Arcade have lower content costs than TV).
Gross Profit LTV: Can exceed $800+ over 5 years.

Conclusion: The purpose of the retention curve above is not to monetize TV+, but to filter
users into the Apple One funnel before Month 4.

7. Comparative Metrics & Benchmarking

The following section aggregates the findings into direct comparisons to highlight the structural
differences.

7.1 Retention Curve Comparison (0-24 Months)

Month Amazon Prime (%) Netflix (%) Apple TV+ (%)
0 100.0% 100.0% 100.0%

3 97.9% 94.1% 94.0%

6 95.9% 88.6% 71.4%

12 92.0% 78.5% 50.8%

18 88.3% 69.5% 36.2%

24 84.7% 61.6% 25.8%

Analysis: By Month 24, Amazon retains nearly 3.3x as many users as Apple. This massive
disparity means Apple must constantly refill its funnel with new trials, whereas Amazon's base is
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essentially an annuity.

7.2 LTV Comparison (5-Year Horizon)

Service Revenue LTV ($) Gross Profit LTV Profit Margin %
%)

Amazon Prime $2,817 $615 ~22%

Netflix (Standard) $540 $248 ~46%

Netflix (Ad) $785 $252 ~32%

Apple TV+ $185 $16 ~9%

(Standalone)

Analysis:

e Amazon is the volume winner. The sheer magnitude of commerce revenue dwarfs the
others.

e Netflix is the efficiency winner. It captures the most profit relative to its revenue, especially
on the Standard plan.

e Apple TV+is the laggard. Its economics only make sense if viewed as a CAC reduction
tool for hardware or Apple One.

8. Strategic Implications & Future Outlook (2026-2030)

8.1 The "Great Re-Bundling"” Accelerates

The data confirms that standalone streaming LTV (Apple TV+) is inferior to Bundled LTV
(Prime/Apple One). In 2026, we expect Apple to reduce marketing for standalone TV+ and focus
almost exclusively on Apple One. Netflix remains the only anomaly capable of sustaining a
high-margin standalone business, but even they are entering bundles (e.g., Verizon +Play,
Comcast StreamSaver ") to access the lower churn rates of telco billing.

8.2 The "Ad-Tier" as the New Standard

Netflix's ad-tier LTV parity with its standard tier is a pivotal development. It effectively puts a
"floor" on ARPU. For Amazon, the introduction of ads to the entire Prime base instantly
monetized the 130M+ viewers who were previously "free riders" on the shipping service. This
move likely added $2-3 Billion in pure gross profit to Amazon's bottom line in 2025, funding
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further sports rights (NBA/NFL) which reinforces the retention moat.

8.3 The Content Spending Trap

Apple's retention curve shows that spending billions on prestige content (Killers of the Flower
Moon, Napoleon) does not necessarily translate to long-term retention if the library depth is
missing. We predict Apple will shift strategy in 2026 towards acquiring a back-catalog
(potentially via M&A of a smaller studio like Lionsgate or A24) to fill the gaps between hits and
smooth out the "cliff" in their retention curve.

8.4 Analyst Recommendation

e For Investors: Value Netflix for its operational efficiency, pricing power, and pure cash
flow generation. It is the "safe haven" of media. Value Amazon for its impenetrable
retention moat and the hidden value unlock of its advertising margin expansion. Approach
Apple (media division) with caution; recognize TV+ is a cost center, and monitor Apple One
subscription numbers as the true indicator of services health.

e For Competitors: Do not attempt to compete with Amazon on retention; the game is
rigged by logistics. Do not compete with Netflix on volume; their capital efficiency is
unbeatable. The only viable path is niche dominance or aggregation into larger bundles
to survive the churn cycles.

Disclaimer: This report is for informational purposes only and does not constitute financial
advice. Estimates are based on available public data, projection models, and independent
analysis as of December 2025.
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