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How to Get a Bus i ness Loan

There are three steps you can take to encourage a favorable review of your app l ication :

1 . Commun icate your business p lan clearly.

2 . Make it evident that you have a sol id p lan for us ing the loan proceeds .

3 . Provide h igh- q ua l ity, current financia l i nformation , includ ing projections .

Having a deta i led , complete appl ication is a lso important. Many loan officers look for seven
bas ic elements during reviews . These e lements are stra ightforward but often overlooked by
potentia l borrowers :

1 . Be specific about how you p lan to use the funds . "Working Capita l" i s not an adequate

explanation .

2 . Show a wel l defi ned primary source of cash repayment, supported by documented

performance .

3 . Define a coup le of a lternate sources of repayment that do not involve l iq uidation of the
p ledged co l latera l .

4 . Provide an ana lys is of co l latera l throughout the term of the loan , in terms of va lue and

l iq u id ity.

5 . I nclude a so l id , objective analysis of a l l r i sk factors , includ ing a be l ievab le "worst-case
scenario" .

6 . Summarize the qua l ifications of the ownerslguarantors , as to persona l and financia l

q ua l ifications to demonstrate that the guarantor i s a wi l l i ng and capable source of
repayment.

7 . Anticipate questions from the loan officer and provide concise , cred ible answers .

Fina l ly, take the time to get to know a number of ban ks and pursue a banking "re lat ionsh ip"
even if you are not ready to borrow. Invite you r banker to vis i t your bus iness , let them get

comfortable with you and enthused about your product . Try to foster a re lationsh ip where your

banker is part of your team of "trusted advisors" , a long with you r accou ntant and legal advisor.


