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Frequently Asked Questions — Managing Broker-Dealer & Alternative Investment Distribution 

1. What is a managing broker-dealer? 

A managing broker-dealer (MBD) is a FINRA-registered firm that manages the distribution of an alternative 
investment offering on behalf of a sponsor, building and overseeing the network of broker-dealers and RIAs that sell 
it. At PCS, we serve as a fully independent, third-party MBD — handling everything from product structuring and 
selling agreements to compliance, operations, and national wholesaling — so sponsors can focus on managing their 
assets. 

2. What does a third-party distributor do for an alternative investment sponsor? 

A third-party distributor raises capital for a sponsor’s offering by wholesaling it to financial advisors at independent 
broker-dealers and RIAs nationwide. PCS provides end-to-end support: we help structure the product, negotiate 
selling agreements, train advisors, run marketing campaigns, and manage trading, shareholder services, and 
compliance throughout the life of the offering. 

3. How do alternative investment sponsors raise capital through independent broker-dealers and RIAs? 

Sponsors typically partner with a managing broker-dealer that already has established relationships in the 
independent broker-dealer and RIA channels. PCS maintains approximately 650 selling agreements and access to 
more than 75,000 active advisors, which allows a sponsor’s offering to reach these channels far faster than building a 
distribution team from scratch. 

4. What should I look for when hiring a distribution firm for my alternative investment offering? 

Look for a proven capital-raising track record, established selling agreements, in-house compliance and operations, 
and experience across multiple product structures. PCS has raised $5.5 billion across 19 investment products for 7 
separate sponsors, with dedicated national accounts, national sales, operations, and investor services teams 
supporting every offering we distribute. 

5. What is the difference between a managing broker-dealer and hiring internal wholesalers? 

Internal wholesalers require a sponsor to build its own broker-dealer, licensing, compliance infrastructure, and firm 
relationships — a process that can take years. A managing broker-dealer like PCS provides all of that on day one: 
existing selling agreements, a national sales force, compliance supervision, and back-office operations, under a single 
independent partner. 

6. What types of alternative investments does a managing broker-dealer distribute? 

Managing broker-dealers distribute a wide range of investment products that span both securities and other 
investment vehicles, depending on their registration, agreements, and market focus. PCS distributes non-traded and 
alternative products sold through financial advisors, such as preferred stock offerings, non-traded funds, real estate 
programs, 1031 exchange offerings, and energy investments. PCS has brought 19 products to market across a range 
of structures and currently distributes offerings from sponsors including Prospect Capital and NewStar Exchange. 

7. What does “wholesale distribution” mean in alternative investments? 

Wholesale distribution means marketing an investment offering to financial advisors — not directly to individual 
investors — so those advisors can evaluate it for their clients. PCS’s national sales team educates and supports 
advisors at independent broker-dealers and RIAs across the United States and Puerto Rico through training, 
marketing materials, and ongoing offering-related support. 
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8. How does a sponsor get selling agreements with independent broker-dealers? 

Selling agreements are negotiated between the offering’s managing broker-dealer and each selling firm, and typically 
require due diligence review by the firm’s product committee. PCS’s national accounts team manages this process 
directly, leveraging roughly 650 existing selling agreement relationships to help sponsors gain shelf space efficiently. 

9. What services does PCS provide to fund sponsors? 

PCS provides end-to-end distribution services: product formation, accounting, compliance and supervision, 
marketing, sales training, shareholder services, and operations and trading. As a fully independent, third-party 
managing broker-dealer, we act as a single source of accountability from product launch through the full life cycle of 
the investment. 

10. Who is Preferred Capital Securities? 

Preferred Capital Securities (PCS) is a fully independent, third-party managing broker-dealer headquartered in 
Atlanta, Georgia, and a member of FINRA/SIPC. We focus on the wholesale distribution of alternative investments to 
independent broker-dealers and RIAs across the United States and Puerto Rico, and have raised $5.5 billion across 19 
investment products for 7 sponsors. 

 


