Your Bank Balance
Isn’t Your Profit

A simpler way to understand what your
numbers are actually telling you
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The Misunderstanding

For many business owners, the bank account
becomes the default checkpoint.

You open it, scan the balance, and use that
number to gauge how things are going.

It makes sense. It's immediate, visible, and easy

to access.

It feels like a quick way to answer the question:

“Am | doing ok?”

But on its own, it doesn’t tell the full story..
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What Your Bank Balance
Actually Tells You

Your bank balance shows you:
e Money that has come in
e Money that has gone out
e What is currently available

But what it doesn’t show is just as important:

e Income that has been earned but not yet
received

o Expenses that have not cleared yet

« Obligations set aside for taxes or future
payments

e How all of those pieces connect over time
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A Different Perspective \.

Profit answers a quieter, but more meaningful
question:

“Is my business actually making money?”

Profit looks beyond timing and focuses on
relationship

« What was earned during a period (Income)
o What it took to earn it (Expenses)
« What remains afterwards (Profit)

This is where a sense of stability begins to form.

EXAMPLE

Profit = Income - ngemes

What was earned during a period (Income)

e Total Revenue (sales from products) : $50,000
What it took to earn it (Expenses)

e Materials, marketing, shipping : $30,000
What Remains Afterwards (Profit)

e Income - Expenses = $20,000 Profit
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Where the Disconnect
Shows Up

When the bank balance becomes the
main reference point, it can create subtle
tension:

e You may feel comfortable spending
since money is available in the
account, only to feel restricted later.

» You may see a healthy balance while
the underlying margins are tighter
than expected.

o Or you may feel unsure, even when
money is coming in consistently.

These moments aren’t a reflection of
mismanagement. They are usually a sign
that something important isn’t visible yet.

EXAMPLE

You receive $5,000 from a client.

Your bank balance increases by
$5,000 (great!)

However, behind the scenes:
e $1,500 may go to expenses
¢ $1,000 may need to be set
aside for taxes
e $500 could be covering past
costs

Your profit from that $5,000 sale
may be closer to $2,000

Not the full $5,000 sitting in your

account.

A New Way to Look At Your Numbers

Instead of asking:
“How much is in my bank account?”

Start asking:
e What did | earn this month?
o What did it cost to run my business?

« What's money is left over, consistently?

That is where clarity comes from.
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The Takeaway

Your bank balance is useful, but it is not a decision-making tool on it’'s own. Instead
of relying on a single number, begin to separate the roles your numbers play.

Your Bank Balance Your Profit shows
shows Availability Performance

Both matter, but they answer different questions.

Looking Beneath the

Surface
Clarity doesn’t come from watching your bank account more closely.
It comes from understanding what sits beneath it.

When you can see that clearly, your decisions become steadier, and your numbers
begin to feel more supportive and stop feeling uncertain.
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If this guide brought a sense of
clarity or relief, we can build on that
together. Click below to schedule a

call and explore how our services
can support your business.
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Book a Call }
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ashley@teamsongbird.com

www.teamsongbird.com
@songbirdbookkeeping
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