
Profit Margin Expectations  
 
In this video we will be going over the type of profit margins you can expect in a 
wholesale based business.  
 
Profit margins will generally be lower than what you incur using methods like retail 
arbitrage or online arbitrage, but you make up for those differences in profit margins by 
selling much larger volumes of product very quickly. It is also significantly less time 
consuming and labor intensive in comparison to something like retail arbitrage. 
 
What is Profit Margin?  
 
So what do we mean when we say profit margin? We are specifically referring to the 
amount of profit BASED ON PERCENTAGE, (NOT DOLLAR AMOUNT), that you 
make on an individual transaction in relation to the sale price of the item. 
 
It is important to note that over the course of time in a wholesale based business you will 
be able to look at your profit margins and get a really good barometer of how your 
business is doing and how it projects.  
 
We also have a great tool that helps you determine profit margins on products that you 
are actively scouting and sourcing, so that you know what kind of profits to expect before 
ever making an order with a vendor. This tool does this with just the click of a single 
button. We will be covering that in the next video. 
 
What is ROI? 
 
ROI or Return on Investment is simply a calculation to see the return or profit vs. the 
amount of money you spend to acquire a product. 
 
While Profit Margin is generally used to calculate over a wider scope (like time-based) 
over a set of inventory or as an overview to your business, ROI is generally used on a 
SKU by SKU basis to make a faster purchasing decision. In most instances we are 
looking at ROI when we make a purchase - then utilizing Profit Margin as an analysis 
over time. 
 
How to Calculate Profit Margin Manually  
 
The easiest way to calculate profit margin manually is simply to take the amount of 
money you are profiting from the sale and divide that by the amount of money you sold 
the product for (revenue). 
 
How to Calculate ROI Manually 
 



The easiest way to calculate profit margin manually is simply to take the amount of 
money you are bringing back on a product after all Amazon fees and divide that by the 
total cost of the product, including processing and shipping costs. 

Profit Margin Example 

Let's take a look at an example. Let's say we have a product that we sell for $18 and 
purchase for $10. In this example, let's assume we clear $12.53 after all Amazon fees for 
a profit of $2.53. We divide that by the retail price, which is $18  

This comes out to .14055 

You just move the decimal to convert it to a percentage and you have 14.05% 

So in this case, a 14.05% profit margin for this product. 

Now that you know the margin for this product you can apply it to any amount in sales 
that you would project. For instance, if we sold $1000 worth of product we would profit 
$140.50. 

ROI Example 

Let's take a look at an example. Let's say we have a product that we sell for $18 and we 
clear $12.53 after all Amazon fees. We divide that by the cost, which is $10  

This comes out to 1.253 

You just move the decimal to convert it to a percentage and you have 125.3% 

Everything after 100% is your profit. So in this case, a 25.3% ROI for this product.  

Now that you know the margin for this product you can apply it to any amount in sales 
that you would project. For instance, if we bought $1000 worth of product we would 
profit $253. 

Magic Number  

When making the determination on whether to carry a product or not, we believe that the 
minimum profit margin number is 15%  

Again, we do not believe you should carry products that return a profit margin of less 
than 15%. 

In terms of looking at ROI's we believe a base number for that calculation is 30%. We 



DO NOT want to make less than 30% vs our purchase price of a product. This will help 
us achieve a 15% profit margin. 
 
Tips for Increasing your Profit Margin  
 
Now for some tips on increasing your profit margins  
 
You may want to take notes on this, as it will be important to apply these tips on content 
that we explore later on in the course.  
 
-Look for dimensionally efficient items, which just means small items that you can fit a 
lot of in a box and are cheap to ship  
 
- Look for items with minimal prep and processing costs, like bagging, bubble wrapping, 
boxing, etc.. Purchase test order to avoid unforeseen prep costs.  
 
- When speaking with vendors ask about free shipping thresholds or volume discounts - If 
there are no volume discounts ask about any further discounting for established accounts. 
If they do, that will tell you your profit margin will increase over time with this vendor. 
 
 - Look for multi-pack opportunities to help balance your profit margin, even if they are 
slower sellers (You aren't always looking at the profit for a single item, you are looking 
for the profit from an entire purchase)  
 
- Another way to increase profit margin is by reducing your shipping costs to Amazon. 
You can do this by making sure that your shipments are more than 1100 lbs or utilizing 
multi-pallet shipment. Generally 3 or more pallets have a significantly reduced cost. With 
these methods you can expect to reduce your shipping costs from .27+ cents per lb to 
around .22 or .24 cents per lb. That may not seem like a lot, but it can be saving you $50 - 
$300 depending on the size of your order 
 
- Avoid paying storage fees with Amazon by not having product at their warehouse 
longer than 30 days  
 
It is important to remember with these tips, because of the volume of your sales, 
incremental advantages add up and become exponential over time. 
 
FBA Profit Calculator  
 
In the next video, Eric will be showing how to install a web app that helps you get a 
broad calculation of a products profit margin with just the click of a button. 


