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In today's cloud-first world, understanding AWS pricing models is essential for cost
optimization. AWS offers flexible pricing structures designed to accommodate
diverse business needs - from startups to enterprises. This presentation explores
how AWS billing has evolved from traditional pay-as-you-go approaches to more
sophisticated reserved capacity and dynamic pricing options.
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Understanding AWS Pricing Models

AWS pricing models define both the mechanism for cost calculation
and the terms of payment. Strategic selection of these models can
dramatically impact your total cloud spend - often making the
difference between budget overruns and significant savings.

Right-sizing your AWS usage requires understanding how each pricing
model aligns with your workload patterns, financial constraints, and
operational requirements. Organizations that master AWS pricing i | -
typically reduce their cloud costs by 25-30% compared to those using - - \ J AN | ( Fion
default options. - | |

optimize Cloud Costs




AWS Free Tier: Entry-Level Access
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Free Trial 12 Months Free Always Free

Short-term access to select services with Extended access for a full year after your Perpetual access to service features with
full functionality but time-limited usage AWS account creation date with specified fixed monthly limits that never expire
(typically 30-60 days) usage limits

The Free Tier includes over 100 products with specific limits: 750 EC2 or RDS hours monthly, 5GB of S3 storage, and 1 million Lambda requests.
Perfect for learning, testing, and small-scale deployments.



On-Demand Pricing: Flexibility First

Pay-as-you-go Billing

Resources billed by the hour or second depending on the
service, with no minimum commitments

Zero Commitment

Start or stop resources anytime without penalties or
contractual obligations

Highest Per-unit Cost

Premium pricing for maximum flexibility compared to other
AWS pricing models

Ideal for unpredictable workloads, development environments, or
short-term projects where flexibility outweighs cost concerns.



Pricing Features
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Case studies

Reserved Instances: Cost Saving
for Predictable Loads
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Maximum Savings Year Terms Payment Options
Potential discount Commitment period All Upfront, Partial
compared to equivalent options offering Upfront, or No Upfront
On-Demand usage with 3-  increasing discounts for payment structures with

year all upfront longer terms varying discount levels

commitment

Reserved Instances are ideal for steady-state applications with predictable resource
needs like production databases, ERP systems, and core business applications.
While they require financial commitment, the significant cost reduction makes them
essential for long-term infrastructure planning.



Spot Instances: Leverage Unused EC2 Capacity

Spot Instances allow you to bid for unused EC2 capacity at discounts
up to 90% off On-Demand prices. These instances operate on a

market-based pricing model where costs fluctuate based on supply
and demand.

The key tradeoff: AWS can reclaim Spot Instances with just two
minutes' notice when capacity is needed elsewhere. This makes them
ideal for workloads that can handle interruptions:

e Batch processing jobs
o Dataanalysis and ETL pipelines

e Containerized microservices with resilience

e Rendering farms and scientific computing




Savings Plans: Flexible Commitment, Broad Savings

Compute Savings Plans

Flexible across EC2, Fargate, and Lambda
regardless of instance family, size, OS,
tenancy or AWS region

Commitment Structure

Commit to a specific amount of compute
usage (e.g., $50/hour) rather than specific
instance types
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EC2 Instance Savings Plans

Specific to EC2 instance family in a region
(e.g., M5 in us-east-1) with deeper
discounts than Compute plans

Term Options

Choose 1 or 3-year terms with All Upfront,
Partial Upfront, or No Upfront payment
options

Savings Plans represent AWS's evolution of the Reserved Instance concept, offering greater flexibility while maintaining significant cost benefits.

They automatically apply to eligible usage, simplifying cost management across diverse workloads.



Choosing the Optimal Model: Use Cases and Impact

Server Stability: 100%
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On-Demand Reserved/Savings Plans Spot Instances

Best for development/testing environments, Ideal for production environments, databases,  Perfect for fault-tolerant workloads like batch
unpredictable workloads, and short-term and business-critical applications with processing, data analysis, Cl/CD pipelines, and
projects where flexibility is paramount predictable resource requirements render farms

For optimal cost efficiency, most organizations implement a hybrid approach - using Reserved Instances or Savings Plans for baseline capacity,
On-Demand for predictable fluctuations, and Spot Instances for fault-tolerant workloads. This strategic combination can reduce overall AWS
spending by 40-60%.

Online Training Course Fee Practice Test



https://www.skilr.com/aws-certified-cloud-practitioner-online-course
https://www.skilr.com/aws-certified-cloud-practitioner-free-practice-test

