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 CASH FLOW CYCLE COMPARISON

Course 2: Why Businesses BorrowUnderstanding Business Borrowers

Business and Commercial Lending

• Raw material costs less than �nished goods
• Labor adds signi�cant costs 
• Operating cost lower due to labor manufacturing cost
• High pro�t margin

• Finished goods cost more than raw material 
• Low labor cost
• Operating cost higher than manufacturer 
• Low pro�t margin

• Sells for high mark up
• Operating costs high 
• Sales for cash
• Good pro�t margin

• No costs of goods sold 
• High operating expenses
• High pro�t margin
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