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OPEN BOOK INSIGHT � 
pLAn FoR YoUR bUsiness gRoWth

	 Given the tightening of credit in the 
economy, it�s more critical than ever for business 
owners to be vigilant about managing their 
credit. Lenders consider a variety of factors 
when evaluating your business credit, including 
both your personal and business payment and 
credit history.
	 It is di�cult to predict when your 
business will need to borrow, so savvy businesses 
work toward demonstrating responsible credit 
management long before funds are needed.
	 Here are some steps you can take to 
help ensure that your credit pro�le prepares you 
for borrowing.

DeMonstRAte good debt 	—�
	 MAnAgeMent skiLLs
	 In order to build a credit history you 
need to use credit. Look for an opportunity to 
borrow money at a time when your business 
can use the funds responsibly and pay them 
back quickly. �ese good borrowing habits and 
proven ability to repay can help provide a solid 
foundation for future borrowing.
	A  key part of successful debt 
management is using borrowed funds for the 
right purpose. Good reasons to borrow include 
covering a temporary cash �ow shortage and 
�nancing growth. In these cases the funds for 
repaying the debt should be clearly identi�able 
and could well justify the risk of borrowing.
Less ideal is taking on debt to dig out of a 
�nancial crisis or to fund payroll. In these cases, 
unless you have funds earmarked to repay the 
loan, taking on debt can be risky.

Use the Right FinAnCiAL 	—�
	too Ls FoR the Job
	M anaging your credit is easier when 
you understand the intended purpose of various 
�nancing tools. Use the following list as a guide.

1.	U se charge cards when you can pay o� 	
	 purchases in full by the end of the 		
	 month so you don�t have to pay for 
	 access to the capital, e.g. interest.

2.	 If you want to carry a charge 		
	 over several months, consider using 
	 a credit vehicle that lets you pay o� 	
	 interest but keep a revolving balance.
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