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Results from Restaurant Research’s Franchise Finance Survey 
 
1/27/09 - According to a recent Restaurant Research survey of leading chain restaurant lenders, 
appraisal firms and restaurant unit brokerage firms, we estimate industry-wide acquisition transactions 
were off around 70% - 75% during 4Q08 (with perhaps more activity for smaller acquisition deals).  
Further, we estimate debt refinance transactions for restaurant operators declined between 50% - 75% 
during the fourth quarter.  Not surprisingly, survey respondents indicate that equity requirements for all 
debt deals (including acquisitions and refis) have effectively doubled and now typically range between 
20% - 35% of collateral value. 
 
To quote one of the industry’s leading restaurant unit brokerage players, “Debt refinancing will be 
unilaterally more conservative with lower loan-to-values, shorter amortizations and increased spreads 
to attract the secondary markets for the paper.  This will include more onerous pre-payment provisions 
and additional collateral.” 
 
For more information on how to purchase Restaurant Research’s complete Franchise Finance Survey, 
please reply to this email. 
 

Who will Capitalize on the Franchise Finance Opportunity? 
 
With national franchise lenders having dwindled down to just a few remaining players, there seems to 
be an excellent opportunity for some new, forward thinking lenders to step-into what could be a golden 
opportunity.  This reflects our opinion that new entrants would enjoy an even better time of franchise 
lending than the exiting players not just because of better demand/supply dynamics but also because of 
the benefit of tougher underwriting standards and better lending rates (driven by a reduced supply of 
capital to the chain restaurant industry).   
 
As far as we can tell, the franchise lender exits had nothing to do with poorly performing franchise 
loans but rather reflect a lack of external funding (i.e. the famous credit crunch).  It seems to us that the 
franchise finance asset class still enjoys the same attributes that it always has – namely, a multitude of 
strong operators, strong brands, predictable and recurring revenue and valuable real estate collateral.  
Sure, we are in a recession – but this will not last forever and people still have to eat.  At least 
commodity prices have come down…  After this business cycle runs its course, we expect the industry 
will ultimately look leaner and fitter than before the recession’s onset – it’s funny how the fight for 
survival can help brands improve so readily!  
 
After thinking about all this, we decided to see for ourselves if there were any banks left that have the 
size and profitability to capitalize on this glaring franchise finance opportunity.  As you can see from 
the table below, we have identified about 54 of them (give or take).  So the interesting thing we found 
from this exercise is that there are more banks than we would have expected that are still very much 
open for business (at least through 3Q08). 
 
In conclusion, we would like to reiterate an idea from a client (a very large operator) who believes now 
may be the time for the re-emergence of the FMACs, EMACs, etc. of old – however, this time with the 
twist of leveraging bank funding as opposed to securitization funding.  To his point, banks still have to 
lend and they may very well be open to funding a third party originator, underwriter and servicer of 
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franchise loans – especially if the debt is syndicated among a number of banks such that they can enjoy 
the diversity of a pool of loans without having to commit huge sums of capital.  However, we thought 
the operator’s last point was key – such a company would have to bring to the table a reputation of 
both top-notch skills and utmost trustworthiness.  Any takers? 
 
 
 
       
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

$000's Net Profit   
Ticker Company Market Cap 3Q08
BBT BB & T Corp. $10,230 13.8%
STT State Street Corp. $6,430 14.6%
RF Regions Financial Corp. $3,180 3.5%
CBSH Commerce Bancshares Inc. $2,590 8.2%
CFR Cullen/Frost Bankers, Inc. $2,360 20.1%
BOKF BOK Financial Corp. $2,340 14.9%
UMBF UMB Financial Corp. $1,590 12.8%
BOH Bank of Hawaii Corporation $1,570 24.7%
CYN City National Corp. $1,550 6.1%
ZION Zions Bancorp. $1,540 3.8%
HBAN Huntington Bancshares Inc. $1,390 6.8%
BXS BancorpSouth, Inc. $1,380 11.9%
NAL New Alliance Bancshares Inc. $1,290 9.8%
WABC Westamerica Bancorp. $1,200 69.2%
PRSP Prosperity Bancshares Inc. $1,120 15.3%
HBHC Hancock Holding Co. $1,050 14.0%
FFIN First Financial Bankshares Inc $937 25.0%
ONB Old National Bancorp. $933 12.6%
UBSI United Bankshares Inc. $900 16.0%
TRMK Trustmark Corporation $890 14.4%
BNCL Beneficial Mutual Bancorp Inc. $806 7.3%
NPBC National Penn Bancshares Inc. $784 12.0%
WTNY Whitney Holding Corp. $775 4.3%
SBNY Signature Bank $742 9.6%
NBTB NBT Bancorp, Inc. $741 16.1%
STBA S&T Bancorp Inc. $722 23.5%
CATY Cathay General Bancorp $712 4.6%
GBCI Glacier Bancorp Inc. $695 13.7%
FNB F.N.B. Corporation $690 17.5%
FCF First Commonwealth Financial C $678 10.5%
CWBF CVB Financial Corp. $668 18.5%
SIVB SVB Financial Group $666 17.3%
MBFI MB Financial Inc. $653 10.1%
CBU Community Bank System Inc. $612 14.8%
ORIT Oritani Financial Corp. $583 11.4%
TRST TrustCo Bank Corp. NY $578 19.1%
WSBC WesBanco Inc. $548 13.9%
HUVL.O Hudson Valley Holding Corp. $546 22.0%
UMPQ Umpqua Holdings Corp. $500 8.0%
FMBL.O Farmers & Merchants Bank of Lo $498 35.2%
IBKC IberiaBank Corp. $481 9.9%
PNFP Pinnacle Financial Partners In $476 14.4%
TMP Tompkins Financial Corporation $472 16.6%
NFBK Northfield Bancorp, Inc. $426 16.3%
BUSE First Busey Corporation $413 12.4%
SRCE 1st Source Corporation $407 5.7%
RBCAA Republic Bancorp Inc. $406 8.5%
HNBC Harleysville National Corp. $353 10.9%
INDB Independent Bank Corp. $339 16.1%
SFNC Simmons First National Corpora $327 12.9%
SBIB Sterling Bancshares Inc. $327 8.9%
UVSP Univest Corp. of Pennsylvania $317 12.1%
SYBT SY Bancorp Inc. $306 18.6%
TCBI Texas Capital BancShares Inc. $306 10.9%

Possible Franchise Finance Players of Tommorrow?
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www.restaurantresearch.info 
  
 

For more information please contact us at (860) 274-4962 or 
info@restaurantresearch.info with questions related to this report.  

 
 
RR Clients  
Includes major lenders, investors, major US restaurant chains, operators and industry consultants.   
Please check www.restaurantresearch.info for a partial client list and customer testimonials. 
 
More About Us 
Restaurant Research LLC leverages an extensive network of industry players as part of its annual 
Concept Benchmark Analysis due diligence process for 22 large US restaurant chains.  Also, RR tracks 
store level data for all major chains with system-wide sales in excess of $1B across all major restaurant 
segments in order to produce 11 key Industry Data Topic reports.   
 
 
Copyright: This publication may not be reproduced, retransmitted electronically, including via email, intranet or internet or 
copied in any form, in whole or part, without prior written permission, whether for internal business use or otherwise.  
Violators risk criminal penalties and civil damages of up to $150,000 per offense.  We vigorously prosecute copyright 
infringers.  Copyright 2009 Restaurant Research® LLC.  All rights reserved. 
 
Disclaimer of Liability: Although the information in this report has been obtained from sources Restaurant Research® 
LLC believes to be reliable, RR does not guarantee its accuracy. The views expressed herein are subject to change without 
notice and in no case can be considered as an offer or solicitation with regard to the purchase or sales of any securities. 
Restaurant Research’s analyses and opinions are not a guarantee of the future performance of any company or individual 
franchisee.  RR disclaims all liability for any misstatements or omissions that occur in the publication of this report. In 
making this report available, no client, advisory, fiduciary or professional relationship is implied or established. This report 
is intended to provide an overview of the restaurant industry, but cannot be used as a substitute for independent 
investigations and sound business judgment. 
 


