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WHAT THE NUMBERS
AND WHY MOST FOUNDERS

You've probably seen the slide. A big circle - F "*r_-,_:..' __

in the footnotes, a citation from a 2022
Gartner report. If you've ever built one of
these slides, you already know the
uncomfortable truth: those numbers

felt made up when you wrote them.

labeled “$4 lion global market.” A :
medium circle. A small circle. And somewhere & T‘-'
o

They don’t have to. TAM, SAM, and SO
are genuinely useful concepts when you
treat them as thinking tools rather

than decoration for your pitch deck.

This article explains what each
one actually means, where
engineers and early founders
go wrong, and how to build
numbers that hold ug
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THE CEILING:
THEORETICAL MAXIMUM.
IT'S NOT THE GOAL.

Total addressable market is the
theoretical maximum revenue
available if every possible customer

bought your solution at full price, BIG ENOUGH TO
with zero competition, and no friction. BE WORTH PLAYING.
It's the ceiling of the market, NOT WHAT YOU'RE
not the size of your opportunity. GOING AFTER.

That distinction matters more than

it sounds. TAM answers one question:
is there a market worth entering at all?
Many venture investors look for TAMs
in the billions, though thresholds vary
significantly by fund size, stage, and
sector — some seed-stage investors
target much smaller markets, and
some niche SaaS businesses achieve
strong returns well below what's often
cited as the threshold. TAM sets the
upper bound so you know the game

is worth playing.

What TAM does not tell you: where to
start, who to go after, what to build
first, or whether you can actually win.
Engineers often over-index on TAM
because large numbers feel validating.

But a big ceiling number is table stakes, * : '
not a strategy. ' —4 . THE GAP BETWEEN
) e ! CEILING AND TARGET
The cleanest formula is straightforward. : IS WHERE STRATEGY,
h FOCUS, AND EXECUTION

TAM = number of potential customers MAKE MAGIC.

x average annual revenue per customer.

For illustration, if there were several
hundred million small businesses

globally — a figure that varies widely f
depending on how “small business” is 1 Tgu;ﬂggﬁ:
defined and which data sources you 8 ﬂﬁHIEFABI.é'
use — and your ACV were $500, . | e

your theoretical TAM ceiling would be
in the hundreds of billions. That kind
of ceiling confirms the category is large
enough to support a serious company.
It doesn't mean you're going after

all of it, and real TAM calculations

. |
require sourced customer counts
rather than assumed ones. M
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architecture, or your current go-to-market.

THE FILTERS THAT MATTER FOR SAM ARE:

. =

AEOGRAPHY. If you're launching in
New Zealand with a product built for

NZ employment law and GST, the global
HR software market isn't your SAM.
Australian and possibly Singaporean
markets might be reachable in year two.
Right now, it's New Zealand.

Strip everything else out.

'ECHNOLOGY FIT. Your product has
real requirements. If it needs AP| access
to a customer’s existing CRM, companies
running fully manual spreadsheet
operations aren't in your SAM. If your
product requires an i0S app, Android-only
users aren't in your SAM. These are hard
constraints, not soft preferences.

. REGULATORY REACH. GDFR, HIPAA,
financial licensing, accreditation

@ requirements. If your product isn't
compliant in a jurisdiction, that
jurisdiction isn't in your SAM, regardless
of what the TAM says. A healthcare SaaS
operating in the US without HIPAA

coverage has a SAM that excludes the
entire US healthcare segment.

SEGMENT FIT. Not every buyer with
the problem you solve will buy the way
you sell. Enterprise procurement cycles,
minimum contract sizes, and self-serve
versus sales-led go-to-market all create
natural segment filters. If you're building
a $299/month self-serve product,

a Fortune 500 that runs 18-month
procurement processes probably

isn’'t in your SAM yet.

el el ) K LT

FT2=""" THINK OF SAM AS THE HONEST ANSWER TO: | /770N O\
Q “WHO COULD REALISTICALLY USE | y 7 W

WHAT WE'VE BUILT, RIGHT NOW,
- GIVEN HOW WE SELL AND WHERE
P WE OPERATE?”




. RE VENUE TﬂE&ETS-
\ "1 ExAmPLE: YEAR 1 SOM Yo

74$800,000 ( 7).,

_STAGE
2 PRICING: $4,000 ACV EARLY-STAGE)

i | REQUIRED CUSTOMERS: 200

N2 GS THAT
?) SOM IS BOUNDED BY THREE THIN _
" HAVE NOTHING TO DO WITH MARKET SIZE:

SALES CAPACITY,
HOW MANY DEALS CAN YOUR CURRENT TEAM CLOSE
PER MONTH? A CAPACITY CEILING EXISTS—REGARDLESS

OF HOW BlG THE SAM IS.

DISTRIBUTION.

WHICH CHANNELS CAN You ACTUALLY REACH
CUSTOMERS THROUGH? YOUR DISTRIBUTION S
GEOGRAPHICALLY AND CAPACITY-CONSTRAINED,

COMPETITIVE DYNAMICS.

INCUMBENTS HAVE INSTALLED CUSTOMERS, SWITCHING
COSTS, AND BRAND RECOGNITION, EARLY-STAGE
COMPANIES RARELY CAPTURE MORE THaN A SMALL
FRACTION OF 5aM IN YEAR ONE—oFTEN WELL UNDER 5%,

SOM IS WHERE YOU Stop THEORIZ|
AND START PLANNING. &

TELL Yoy WHAT
WHO To HIRE, Anp WHERE 10 Fﬂ?ﬂg}j e




THERE'S A PATTERN
that experienced investors
recognize immediately. A founder
quotes a massive TAM, waves
loosely at SAM, then claims 1% of
something enormous as their SOM.

THE OTHER VERSION

of this mistake is the top-down
percentage slice. You find an

industry report showing the global
project management software (/ —£
o 1
will do the bottom-up sanity i 5
check themselves. If you claim .{ X How:

market is $8 billion, then say
a $500 million SOM n year three, r Za N 4 (6 X WHO?

“we’re targeting 2% of that.”

N \
RouND 7

SAM .
$800M @ \ BR
) Susprcmusw SN

WELL-PREPARED INVESTORS

they'll mentally calculate what e X WHEN?
customer count and deal size £ THROUGH WHAT
that implies and ask whether il ¢f CHANNELS ?

your go-to-market can plausibly

b - ' BOTTOM-UP SANITY CHECK
THE STRONGEST DECKS “ X . SOM
don’t hide this math. CUSTOMERS  DEAL SIZE  YEARS

DOES YoUR GTM MAKE Twis POSSIBLE ?

THEY SHOW IT.
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_yP SIZING’
T’:E REAL UNITS

7P 1: START ING POJHL—
OUNT LICENSED FINANCI
ADVICE PROVIDERS (FAPS)

~ 2,000 PROVIDERS

\ 4

TER
STEP 2: APPLY ICP FIL
SMALL INDEPENDENT FIRMS
(1-10 STAFF)

~ 800-1,000 FIRMS

¥

$2 00 STEP 3: PRICING
7veAR | $2,400 PER FIRM / YEAR

.
BOTTOM-UP SAM

~ 900 x $2,400
$2.16 MILLION/ YeAR
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SOM FILTER [ som (vear )
v RE;EE;::J T;LRK REALISTIC RANGE
WELLINGTON + AUCKLAND $36, 000 - $ 4 8, 00 0
' B ARR

' r - = — -
@ WHv Borrom-up wis
| v/ GROUNDED IN REAL CUSTOMER couns ToP-DownN

& REAL PEI'CI'HG BIG'PFCTURE CGNTEXT
v ANYONE CN CHECK youg WORK .-%GHF'RMS HE CATEGORY
| v YOU CAN CHECK your OWN WORK L EregiG
[ V" WHEN ASSUMPTIONS Ape WRONG BUT For saAm g SOM
| L YOU SEE WHERE They BROKE Doty BUILD From THE G,Qou;;p UP
— C '
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TELL THE FULL T0P-DO WN BOTTO M- UP

' Industry report Customer count
TAM context SAM and SOM
. \ Assumptions are More time-
| | hard to defend consuming

\. 0®¢ INVESTOR Useful as Preferred for
o f ‘ a@n ReAcTION backdrop credibility =5
b \ ! ) ' &
. WHAT IT h
| & ; Market exists | You understand
SHGNALS k‘~d1~~~,-],_ " the customer ((

THE BEST FOUNDERS USE BoTY, >k

OP-DOWN SHOWS THE PR
I
B\ WORTH PURSUING. o

“,
\ BOTTOM-UP ProVES YOU'VE

\ COUNTED THE AcTus

L CusTo c

AND UNDERSTAND THE Ty 1o - -
CAPTURING THEM,



— 20%
CONVERSION
(DEMO -> CLOSE)

——
Z@ . QUALIFIED A
- \&, | 50 prosPECTS/~ 205,
| T PROPOSAL

| 10 ProPosaLS o A,

@ 5 CUSTOMERS |

$ If your year-one SOM implies 50 customers and’
; your current conversion rate from demo to close
F is 20%, you need 250 demos. That tells you what

‘ your top-of-funnel needs to produce. That tells you
| what Supramono’s Dart module (for lead sourcing),
I Craft (for content), and Forge (for outbound
sequencing) need to produce in your pipeline.

® Engineers are particularly good at this kind of R
reasoning when they apply it to market sizing
rather than just to system architecture. You
already think in constraints, capacity limits,
and failure modes. A market model is just @ [ -
different kind of system. RIS
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The discipline is the same: E :
don’t optimise for numbers that look good. | GO

Optimise for numbers that hold up.
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TAM is the ceiling.
Use it to confirm the
category is worth
entering.

SAM is your real
playing field, filtered

by geography, technology
fit, regulatory reach, and
segment alignment.

SOM is your first-year
plan, bounded by

sales capacity, distribution,
and competitive reality.

Top-down gives

context. '\ Serviceable

Bottom-up gives |

credibility. o
The number investors

actually scrutinise is

SOM, not TAM.

Build it from real units,

real customers, and real

capacity constraints.

Disclosure: This article is
published by Supramono.

Supramono’s Discover engine
scores candidate markets against
demand indicators, competitive
density, and TAM estimates.

We encourage you to explore the
product directly to evaluate whether
its current features meet your needs.

Run your first opportunity scan
at supramono.com —

no credit card required.
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