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The hit TV show Pawn Stars — which showcases the operations of the Gold & Silver Pawn Shop, in Las Vegas — has
helped educate Americans about the enigmatic pawn-shop business.

But there is something that even those who have watched that reality show may not know: While
many pawn shops are mom-and-pop businesses, a substantial portion of them are chain stores, and
some of the biggest of these chains continue to gain market share. There are an estimated 10,000
pawn shops in the U.S., and roughly 85 percent of them are independently owned small businesses
or part of small, regional chains, according to the National Pawnbrokers Association.
The industry’s two largest chains, by far, are publicly traded FirstCash, which owns about 2,500
stores, and EZCorp., with roughly 970, across the U.S. and in Latin America for both companies. The
third-largest player is privately held Smart Financial, an Orlando, Fla.–based chain of about 60
stores in the U.S. and Canada.
“You have two giant chains, FirstCash and EZCorp., and then you get down to players that own 100,
50 or 25 stores,” said Henry Coffey, a Wedbush Securities specialty ﬁnance analyst who covers
FirstCash. Smaller, family-owned shops account for the rest of the business, he says.
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What effect has consolidation had on the pawn-shop business, which does not tend to enjoy an
especially stellar image? In Coffey’s view, the advent of chains, which began emerging about two
decades ago, has helped bring higher standards and greater eﬃciencies to the sector. “The goal of
chains has been to professionalize the business — to make the large capital investments required to
make it a high-service business and one that works for surrounding communities,” Coffey said.
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The industry’s biggest players have invested substantial amounts of capital to recruit and train talent,
implement sophisticated point-of-sale software systems, provide higher levels of security for goods
held as loan collateral, and install systems that alert customers by text or email when loans are
coming due, Coffey points out. “All of these things have helped make transactions a more proﬁtable
experience for pawn-shop companies and a better experience for the consumer,” he said.
Smart Financial is one of the industry’s fastest-growing players. Established only three years ago, the
company now operates about 65 stores, under several brand names, across a half dozen U.S. states
and in Canada. Smart Financial recently secured some $80 million in funding to support its
acquisition goals. The company has plans to boost its holdings to 100 stores by the end of this year
and to 250 within the next two years, according to Smart Financial founder John Thedford, a certiﬁed
public accountant by training, as well as a pawn-shop industry veteran.

“The pawn business is a vital cog in the economy, and a very overlooked one”

Smart Financial acquires underperforming chains in such growing markets as Texas and Florida and
then brings in higher-paid, better-trained store managers, as well as implementing new retail and
lending standards. Many of its stores are located near large grocery stores and other retail chains
that tend to serve similar consumers, including rent-to-own chains Rent-A-Center and Aaron’s.
Pawn shops play a vital role for consumers who lack access to traditional banking services, argues
Thedford. And they are also highly regulated: According to the National Pawnbrokers Association,
pawn shops are subject to about 15 federal statutes and regulations, as well as to numerous state
and local laws. Pawnbrokers help families get through challenging ﬁnancial times by providing
nonrecourse, short-term, collateral-based loans, according to the association. The loan amount is
usually only a small fraction of the value of the item that is used as collateral. In fact, the typical loan
is only about $150, and roughly 85 percent of customers repay the loans and redeem the collateral,
the association says.
“The pawn business is a vital cog in the economy, and a very overlooked one,” asserted Bob Moulton,
president of National Pawn & Jewelry, a 17-store chain based in Durham, N.C. The National Pawn &
Jewelry stores are clean, bright and well-organized, asserts Moulton, noting that the company
spends about $200,000 each on furnishings and ﬁxtures for its stores.
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“Pawn stores provide banking for a lot of Americans. It’s how they get their
loans”

Whether the consolidation of pawn stores into chains has brought respectability to the sector in the
eyes of shopping center landlords may be an open question, but anecdotal evidence seems to
suggest that attitudes are changing, particularly in those regions where the chains have a large
presence, such as the Southeast and the Southwest.
“This segment of the industry has changed so much — it’s really cleaned up its act,” said Jack Liberty,
president of Orlando, Fla.–based Liberty Universal Management, one of the largest retail real estate
brokerage ﬁrms in the Central Florida region. “As a landlord, you have to look at your demographics
and ﬁgure out how you best cater [to local needs]. Pawn stores provide banking for a lot of
Americans. It’s how they get their loans.” (Liberty also owns several shopping centers and has a
pawn-store tenant at one of his properties.)

“when the economy is just OK or a little weak, pawn shops do well”

But though attitudes may be shifting, pawn-store operators continue to face obstacles in many
locations. Some jurisdictions, for instance, do not allow pawn shops near residential areas, or they
place limits on the number of pawn stores per capita. “On the tenant rep side, it can be diﬃcult to
open new pawn shops [in some states and cities], because of restrictions,” said Liberty.
Though pawn shops sell merchandise at discounted prices, they tend to make most of their money
from lending activities. Not surprisingly, many pawn shops did well during the last recession, but in
general, business has been softer lately — which may help explain why some owners may be seeking
to cash out by selling to larger players.
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“In tracking the publicly traded companies, what we’ve seen is that when the economy is just OK or a
little weak, pawn shops do well,” observed Coffey. “When the economy is strong, people have
multiple other sources of credit.”
Smart Financial, for its part, still has plenty of room for growth, says Thedford. “Whether it’s
sporting-goods stores like Dick’s, oﬃce-supply companies like Staples, or ﬂower sellers like FTD,” he
said, “in every industry, there are eﬃciencies to be gained through consolidation and better
performance.”
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Contributor, Shopping Centers Today
Related articles

SCT

Barneys New York
joins New Jersey’s
American...
March 12, 2019

SCT

Beautycounter mixes
activism with
commerce...
November 21, 2018

https://www.icsc.org/news-and-views/sct-magazine/consolidation-is-bringing-respectability-to-the-pawn-shop-trade

5/6

