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The franchise industry is likely to go through a huge ownership shakeout over the next 12 to 18 
months and will require a large surge in capital, says the head of a major advice group. 
 
Adrian McFedries, the head of DC Strategy, which advises major clients such as Boost Juice, 
Fernwood Women's Health Clubs and Mortgage Choice and is expanding into the US, believes 
that it's the season of the seven year itch as more franchisees look to on sell their businesses and 
corporate executives, made redundant, seek to find a job through purchase. 
 
Rod Nuttall, National Account Manager of corporate financial services for the Commonwealth 
Bank, agrees that the pressure for funding will increase over the next decade. 
 
''The franchising sector is growing more rapidly than GDP over the past ten years; it's an 
expanding market and therefore a larger slice of the economy,'' he says. 
 
Some lenders have established accreditation programs for franchise systems, which allow 
automatic approvals on a franchise business loans. 
 
For example, if a Subway franchise was worth $300,000, Nuttall's team would lend up to 
$210,000, based on a multiple of the earnings. 
 
Fernwood Women's Health Clubs says their accredited finance will cover 50% of the average 
$800,000 purchase price from any of the major four banks. 
 
Franchise lending accreditation teams at each of the major banks and BankWest have 
traditionally seen the lucrative 'greenfields' market (new sites) as a great place to lend. 
 
But that is about to change. 
 
The secondary market is much larger with between 60,000 to 80,000 franchisees, McFedries 
says, and this is where the bulk of capital will be sought. 
 
''If you ran the business for four or five years, you will probably sell for between $500,000 and 
$700,000 but you may be sitting on high levels of finance. 
 
''That means the net amount of finance is increasing because the size of secondary market and 
the fact that they turn over every seven years. 
 
''So if (as a lender) you just had a ''greenfields'' (loan book), you'd still see the amount of finance 
increasing.'' 
 
Not all of owners are aged 45 plus; there are many in their late 30s, he adds. 
 
One recent example is a physiotherapist in his late 30s who was granted master rights to the 
Pack & Send franchise in New Zealand. 
 
''So it's still a bit bi-polar (in terms of demographics) with the early 30s well represented...and then 
there are the more mature ones.'' 
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