a=mG

SHAW MERCHANT GROUP

From the Broker's Side: Making Money from Merchant Cash Advances

When most sales companies get into the merchant cash advance game, they concentrate on logistical
concerns. They study what the market looks like, and try to determine how they're going to supply what it
needs. From there, they concentrate on making as much commission as possible from their deals. This isn't a
bad place to start, of course, but it's far from the whole story. Since the market is constantly changing, there's
more to merchant cash advances these days than simply making commissions.

Sales agents and brokers actually have a huge role in these dealings and provide an important service to
companies that fund merchant cash advances. Since their role might seem a bit vague to you at first, let's
explain how a deal like this works, and then you might see the kind of value that they bring to this process:

1.) A merchant is contacted / a merchant contacts the sales company.

This can happen a few different ways. A sales organization may follow through with a lead and call the
merchant, or the merchant may contact the company after seeing information about the opportunity.

2.) The merchant will have to fill out an application.

In addition to the application that will ask for basic information, the merchant will also have to send in
paperwork such as bank statements.

3.) The sales company will continue to contact the merchant until he has filed the paperwork.

4.) The sales company will decide which provider should fund this particular merchant.

5.) The sales company will then send this information to the provider for evaluation.

6.) The provider will send their approval and conditions back to the sales company.

7.) Sales representatives then explain these conditions to the merchants.

8.) The merchant decides to take the offer.

9.) The sales company asks for the contract from the provider.

10.) The sales company gives the merchant the contract to sign and any other relevant paperwork.

11.) The sales company sends all of this paperwork back to the provider.
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12.) The provider ties up any loose bureaucratic ends and then sends the money to the merchant
electronically.

13.) The sales company is paid for the deal.

Clearly, sales companies play a significant role in most of these transactions. They serve as an important
“middleman” that helps the provider and the merchant understand each other. As the market for merchant cash
advances increases, more opportunity for both business owners and funders will arise over time.

Let's change gears a bit though, and take a look at what this means for the bigger picture of being a
broker.

Supposing that nothing radical changes in this market, more and more brokers will tend to materialize
and this will flood the supply side, which will cause most brokers to face a loss in revenue. Indeed, as a market
grows and there is more demand, there is more overall money to be spent on brokers, but the “pie” will be
divided into much thinner “slices” between them. In other words, being a broker will be less lucrative on an
individual level. Brokers will find themselves working longer hours for less reward, and funding companies will
continue to make more money.

In a case like this, you might be able to carry on for a time, trying to make as much money as you can in
spite of the increasingly saturated broker's market. However, it's getting harder to build a brokerage company if
your only source of income is commissions. You are much better off if you invest in the business yourself and
partially fund these loans with your own money. Instead of wasting your time chasing more leads, why not
make every lead generate more income?

You can try a few different techniques for making money in this business using your own cash, and we'll
discuss some of those basic strategies in a moment. First, let's talk about a little bit of history:

In the first decade of the 21st century, providers decided to bring sales companies into their dealings and
allow them to partially fund these cash advances. They call this activity “syndication.” It quickly became
obvious that syndication was a good move because providers found that having brokers vet their merchants
beforehand led to higher quality deals that were less likely to default. The broker is there to make sure the deal
goes through properly, and normally he will take care of the customer very well because his own money is on
the line. Brokers helped create a long-term relationship between merchants and providers. This helped funders
to potentially make more money.

Originally, syndication wasn't as common, and only a few providers allowed it. Nowadays, many
companies use sales organizations in this way. When you're new in this business, put your energy into finding a
good provider which will allow you to put your own money on the line.

Strategies for Making Good Money in the Merchant Cash Advance Business

Let's look at some concrete numbers so that you can get a feel for how you can make money in this
industry. Keep these rough stats in mind:

- Deals vary in terms of amount, but the average is around 35,000 dollars.
- Factor is 1.39 on average.
- You can expect the average commission to be around 8 points

So now let's play with some numbers and come to a few conclusions:

From Commissions:



If you fund 100 deals, with an average commission of $3,000 per deal, you can expect to earn $300,000.

Rolling Your Commissions Into the Deal:

If you fund 100 deals, with an average commission of $3,000, multiplied by a factor of 1.39, then you
can expect $417,000.

Co-funding:

If you co-fund 100 deals of a total amount of $2,000,000 from your own pocket, multiplied by 1.39, then
subtract the original $2,000,000, then you are left with $780,000.

Add to that an average commission of $1,500 for 100 deals, and you also have $150,000 in commission.

Total, $930,000.

You can make substantial money even when you're not taking on all of the risk. In the last example
above, you only funded half of the deal with your own money, but you still made some money on both sides—
commission for the 50% that you did not fund and a good ROI on the half that you did.

So you don't have to give up the idea of commissions altogether. Providers that allow you to fund part of
the deal will also allow you to collect commission. This is the smart way to make money in this business,
because as you can clearly see, you stand to make many times more than if you relied on just commission alone.
This is a great way to grow your business even if you're not acquiring many new customers.
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