
Bank Financing vs. Seller Financing
Bank financing and seller financing are two common methods for funding the 
purchase of a funeral home, each with its own advantages, limitations, and 
processes. Here are the key differences between the two:

1. Source of Funding:

 Bank Financing: The buyer secures a loan from a traditional financial 
institution, such as a bank or credit union. The bank provides the capital in 
exchange for repayment with interest over time.

 Seller Financing: The seller of the business or property acts as the lender, 
allowing the buyer to make payments directly to them, often over an agreed-
upon period. No external bank is involved.

2. Qualification Requirements:

 Bank Financing: Banks typically require a strong credit history, proof of 
income, and significant documentation to assess the buyer’s ability to repay 
the loan. The process often involves extensive underwriting and compliance 
with regulatory standards.

 Seller Financing: Seller financing generally has more flexible qualification 
criteria. The seller may consider factors beyond credit scores, such as the 
buyer’s experience in the industry or their personal rapport. Terms can be 
more negotiable, and the approval process is usually faster and less formal.

3. Interest Rates:

 Bank Financing: Interest rates for bank loans are often lower, as they are 
based on market conditions and the buyer’s creditworthiness. However, 
banks charge additional fees, such as origination fees or prepayment 
penalties.

 Seller Financing: Interest rates for seller financing are often higher than 
those offered by banks, as the seller is taking on more risk by lending directly
to the buyer. However, the terms can be negotiated to suit both parties.

4. Down Payment Requirements:

 Bank Financing: Banks generally require a substantial down payment, 
usually 10% to 30% of the purchase price, depending on the business or 
property being acquired.

 Seller Financing: Down payments in seller financing are typically more 
flexible. While sellers often request a down payment, it may be lower than 
what a bank would require, and in some cases, no down payment may be 
required.

5. Term Length and Repayment Structure:



 Bank Financing: Loan terms are usually fixed and can last for 5 to 30 years, 
depending on the loan type and collateral. Monthly payments are set based 
on the loan’s interest rate and amortization schedule.

 Seller Financing: Seller financing terms are often shorter, typically ranging 
from 3 to 10 years, with a balloon payment due at the end. Payment 
structures can be more flexible and tailored to the buyer and seller’s 
agreement.

6. Control and Flexibility:

 Bank Financing: Bank loans offer less flexibility in terms of negotiating 
repayment terms or modifying agreements once the loan is in place. Banks 
operate within strict regulatory frameworks.

 Seller Financing: Seller financing allows for greater flexibility in negotiating 
terms, including interest rates, repayment schedules, and collateral. The 
terms can often be customized based on the relationship between the buyer 
and the seller.

7. Collateral Requirements:

 Bank Financing: Banks typically require collateral to secure the loan, which 
could be the business assets, property, or personal guarantees. This 
collateral reduces the bank’s risk.

 Seller Financing: Sellers may or may not require collateral. They could 
structure the deal around the assets being purchased or offer unsecured 
financing if they feel comfortable with the buyer.

8. Due Diligence and Documentation:

 Bank Financing: Banks perform extensive due diligence, including business 
valuations, credit checks, and legal documentation. The process can take 
several weeks or even months.

 Seller Financing: Seller financing typically involves less formal due 
diligence, although the buyer and seller may still conduct business valuations
and negotiate terms. The process is generally faster and requires fewer third-
party approvals.

9. Risk and Default Consequences:

 Bank Financing: If a buyer defaults on a bank loan, the bank can repossess 
the collateral (such as business assets or property). The consequences for the
buyer can include foreclosure or bankruptcy.

 Seller Financing: In seller financing, if the buyer defaults, the seller retains 
ownership of the business or property and can take it back. However, the 
seller faces more risk, as they are relying on the buyer’s ability to repay.

10. Speed of Approval:



 Bank Financing: Bank loans typically require more time for approval due to 
underwriting, documentation, and compliance checks. This can delay the 
purchase process.

 Seller Financing: Seller financing can be approved and completed much 
more quickly, as it involves fewer parties and less red tape. Deals can often 
close faster because there’s no need for bank approval.

Feature Bank Financing Seller Financing

Source Traditional bank or financial 
institution Seller provides the loan directly

Qualification Strict credit and financial 
requirements

More flexible qualification 
criteria

Interest 
Rates Typically lower Often higher due to seller’s 

increased risk
Down 
Payment Higher down payment (10-30%) More flexible, often lower

Term Length Longer terms (5-30 years) Shorter terms (3-10 years), with
balloon payments

Collateral Required May or may not be required
Flexibility Less flexible Highly negotiable and flexible
Approval 
Time Longer due to underwriting Faster, with fewer approvals 

needed
Risk Risk to bank if default occurs Higher risk to seller if buyer 

defaults


