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Executive Summary

Perplexity Al has carved a distinct wedge between Google Search and ChatGPT by positioning itself as an
answer engine — delivering cited, direct responses instead of a list of links. This teardown evaluates the
product across user needs, UX, metrics, and strategic positioning, then surfaces three prioritised
recommendations a PM would act on immediately.

Core thesis: Perplexity's biggest threat isn't Google — it's trust. Whoever owns the trust layer in Al-assisted
research wins the category.

Product Overview

 Attribute ' Detail |

Category Al Answer Engine / Search

Founded 2022 — Aravind Srinivas, Denis Yarats, Johnny Ho,
Andy Konwinski

Business Model Freemium: Perplexity Pro ($20/mo) + Enterprise Pro
(B2B)

Key Markets Knowledge workers, researchers, students, dev teams

Differentiator Cited answers, model-agnostic, thread-based UX

Target Users & Jobs to Be Done

' User Segment ' Job to Be Done ' Pain Point Solved |

Knowledge workers Fast, sourced answers without tab- | Context switching / link overload
hopping

Students / Researchers Synthesise information with Hallucinated sources in ChatGPT
citations

B2B teams Internal search & knowledge Fragmented docs across tools
retrieval

Developers API access for answer-layer Building on reliable retrieval
products

North Star Job: Reduce time-to-confidence — users don't just want answers, they want to trust those
answers enough to act on them.

Core User Journey

Key UX Decision

1 Enter query Single-input surface — zero friction

2 Receive cited answer Sources shown inline — trust-first
design

3 Follow-up in thread Context preserved — replaces tab
management

4 Use Focus Modes Academic / Reddit / YouTube filters
retrieval layer

5 Save to Space Collaborative knowledge base —
B2B signal




Metrics Framework

North Star Metric: Weekly Active Answers — queries that result in a downstream user action (copy,
share, follow-up, or cite).

Layer ' Metric ' Why It Matters
Acquisition DAU/MAU, organic vs. paid share Signal of habit formation
Engagement Queries/session, thread depth Depth = trust + utility
Monetisation Pro conversion %, Enterprise ARR | Revenue health
Trust Citation click-through rate Core UX promise validation
Retention D7 / D30 return rate Habit vs. novelty test
Strengths

Citations solve the hallucination trust gap

Where ChatGPT loses users on accuracy, Perplexity wins by showing its work.
Model-agnostic architecture

Can swap underlying LLMs (GPT-4, Claude, Sonar) without rebuilding the product.
Thread-based UX

Replacing browser tabs with persistent threads is a genuine UX innovation.

Early B2B wedge via Spaces

Collaborative knowledge bases signal a defensible enterprise path.

Gaps & Opportunities

 Gap ' Opportunity " Impact
No persistent memory Personalised answer history High
Publisher legal friction Rev-share partnership programme Critical
Spaces underutilised Enterprise admin controls + SSO High
Mobile lags desktop Voice + mobile-first query UX Medium
No user trust graph Topic follow + personalised digest Medium

Strategic Recommendations

P0 — Publisher Revenue Share Programme

The ongoing legal friction with publishers is existential. A formal rev-share model — similar to Apple News —
converts enemies into distribution partners, reduces litigation risk, and creates a content moat no LLM
wrapper can replicate. Success metric: 50 publisher partners within 6 months; citation CTR uplift >15%.

P1 — Answer Memory & Personalisation Graph

A lightweight user graph (topics followed, past threads, saved answers) would dramatically increase D30
retention and shift Perplexity from utility to habit. Success metric: 20% lift in D30 retention for users with >3
saved threads.

P2 — Enterprise-Grade Spaces

Spaces has genuine B2B potential but lacks SSO, audit logs, admin controls, and role-based permissions. A
focused enterprise push converts Perplexity from a personal tool to an org-level knowledge layer. Success
metric: 10 enterprise accounts at >$50K ARR within one quarter.

PM Point of View

The real opportunity for Perplexity isn't beating Google at search. It's becoming the trusted knowledge layer
for how people — and teams — think. That requires owning trust (citations + publisher partnerships),



personalisation (memory), and collaboration (enterprise Spaces). Execute all three and Perplexity stops being
a search product and becomes critical professional infrastructure.



