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CVP Analysis 

• Assumptions 

• Methods in finding the answer 

– Equation 

– Graph 

– Breakeven formula 

– Computer 
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Major Costs 

• Major costs in running a business in 
Hong Kong? 

– For a restaurant? 

– For an airline? 
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Example – A Noodle Shop under planning 

• Monthly Rent = $150,000 

• Food Cost = 30% of revenue 

• Staff Cost = 30% of revenue 

• Kitchen equipment = $600,000 

• Renovation = $500,000 

• Lease term = 2 years 

• 30 seats, average occupancy 60%, each customer 

stays for 20 minutes, open 14 hours a day 
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Source: Café De Coral  
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Source: Café De Coral  
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More Examples 

• Ferry 

• Clinic 

• Concert…. 
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Example – B777-300ER  

from HK to Seoul 
• Round-trip air ticket for one passenger is HK$3,800 (all 

inclusive) and the fuel cost is 50% of revenue, staff cost 

14% of revenue, each meal costs $80 per passengers. By 

including the airport charges of landing at Hong Kong 

International Airport and  at Incheon International Airport, 

calculate the profit margin in HK$ for a round-trip B777-

300ER full-loaded flight from Hong Kong to Seoul and 

return? 

• What is the breakeven number of passengers? 

• What are some of the invalid assumptions? 


