Net Revenue Retention:
Boosting SaaS Company
Valuations
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Discover how Net Revenue Retention drives SaaS company valuations and
creates long-term value. This metric has become the gold standard for

measuring sustainable growth.
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What is Net Revenue
Retention (NRR)?

Definition Formula

The percentage of recurring (Starting MRR + Expansion -
revenue retained from existing Churn - Contraction) / Starting
customers over a specific time MRR

period.

Components

Includes expansion revenue, downgrades, and churn from your existing
customer base.

NRR above 100% means your revenue grows without adding new
customers. It's a key indicator of product-market fit.

Piarich Revenue

$155,000

Revenues

Fimancial revenues Dashboard

SALAX




Why NRR Matters for SaaS
Valuations

Retention Power

Shows your ability to retain and grow existing customers over time.

Quality Indicator

Reflects product quality and overall customer satisfaction levels.

Compound Growth

Demonstrates potential for compounding revenue growth without
new sales.

Investor Appeal

Critical factor that investors and acquirers evaluate before investing.



NRR's Impact on Valuation Multiples
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Companies with 120%+ NRR trade at 63% premium over median. Each 1% increase in NRR can boost company value by 12% after
S years.



NRR and the Rule of 40

Rule of 40 Formula
Growth Rate + Profit Margin > 40%

Balancing Act

Strong NRR balances need for high
profit margins

NG
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NRR Contribution

High NRR boosts the growth rate
component

Premium Valuations

Companies meeting Rule of 40 receive
higher valuations

High NRR creates a sustainable growth engine that drives long-term value. This allows companies to achieve the Rule of 40 more

efficiently.



Case Studies: NRR and Valuation Success

High-Growth SaaS Mature SaaS Platform
Started with 120% NRR Initially at 100% NRR

Improved to 140% over 18 months Focused on expansion revenue
Valuation increased 85% Reached 115% NRR in one year
Attracted tier-one investors Valuation grew by 40%

These examples show how NRR improvements drive real valuation gains. Even established companies can boost value through
better retention.



Strategies to Improve NRR

Value Expansion

v Continuously enhance product value proposition

Proactive Engagement

Reduce churn through early intervention and support

Cross-Selling Programs

Implement effective upselling and cross-selling strategies

Customer Success Focus

Prioritize customer satisfaction and outcomes

Building a culture focused on customer outcomes is essential. Happy customers expand their usage and stay longer.



Key Takeaways

NRR is critical for valuations

&L

Investors prioritize this metric above almost all others

Target 120%+ NRR

This threshold typically commands premium valuations
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Customer-centric approach

Focus on helping customers achieve their goals

Improving NRR creates a powerful flywheel effect. Even small improvements compound over time. Make this metric your North Star.



