Steps to Effective Equipment
Business Financing

Step 1: Understand the
Equipment's Role

Before looking at numbers or lenders, ask
yourself how you want the new
machinery, vehicles, software, or
technology to help your business. Will it
allow you to increase production?
Improve quality control? Enter new
markets? Reduce downtime?
Understanding the equipment’s role in
your business is the first step to finding
financing that fits your business’s needs.

Step 3: Evaluate Your
Current Financial Health

The right financing choice matches your

equipment and financing needs. Evaluate
your cash flow, debt load, and credit
standing to determine how much and
what kind of funding you can afford. Work
within your means. Equipment financing
should help you preserve your cash flow,
improve your credit history, and achieve
your business goals.

Step 5: Weigh Ownership
vs. Flexibility

Now, you can decide if a lease or loan
would be better for the equipment's role,
your business's financial health, and the
total costs. You can weigh ownership
against flexibility and pick the financing
solution that's best for you. Ownership has
long-term advantages for businesses.
Flexibility often wins out when you

need agility.

Step 2: Estimate the
Equipment’s Lifespan

Once you know the equipment's role,
estimate how long the tool will benefit
your business. Machinery like excavators,
commercial ovens, industrial tools, or
vehicles usually has a long useful life,
while relevant technology typically

changes quickly. These general rules will
help you estimate the tool's utility.

Step 4: Calculate the Total
Cost of Ownership

When comparing equipment financing
options, it's easy to focus on monthly
payments and interest rates. But the cost
of an equipment loan or lease goes
beyond the numbers in the agreement.
When you understand the total cost of the
necessary equipment, you can evaluate
agreements based on your finances.
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