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Know what
you want



4

Before applying for a loan, clarify the following:

Why you need the loan
The amount of money you need
The type of capital you are looking for
The repayment schedule
The interest rate you’re expecting
Collateral you can offer
The investment you made or are willing
to make
Deadline to receive the funds

Presenter Notes
Presentation Notes
Before you meet your banker, you should know why you need the loan, how it will help your business and how much financing you need.
Use BDC’s online loan calculator to determine the cost of a business loan, your amortization schedule and the amount of financing your company can afford to take on.
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Personal savings
Family and friends
Venture capitalists
Private equity investors
Crowd funding
Government

What’s the difference between debt and equity?

Debt Equity

Financial institutions
Retailers/Finance companies
Suppliers
Factoring companies
Crowd funding
Family and friends
Government

Money borrowed from external lenders Invest in exchange for partial ownership

Presenter Notes
Presentation Notes
The Pros and Cons 

Debt Finance

PROS
You retain full control of your business
Costs are tax deductible
Flexibility in repayment

CONS
The loan must be paid back within a fixed time period
Loan repayments will commence shortly after the loan is approved and can have a potential cash drain on the company
The loan is often secured against collateral which may include assets of the business or the owner’s property


Equity Finance

PROS
Patient capital - the funds do not need to be paid back immediately
Supports cash flow since profits are not used for debt repayment
The investor(s) can provide additional credibility and skillsets to your business.

CONS
The investor(s) will want some ownership or controlling interest of your business and will have a say in business decisions
It takes time and effort to find the right investor for your business
May be costly
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What your
banker
will ask
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What your banker
will look for

1. How well is your business performing financially? 

2. What will your project’s financial impact be?

3. What are your investment and collateral?

4. What are your business goals?

5. What’s your personal financial situation?

6. Have you done your due diligence?

Presenter Notes
Presentation Notes
Your banker will ask many questions when evaluating your loan request. You should see them as an opportunity to demonstrate that you have the experience, skills, determination and self-confidence to successfully carry out the project for which you’re borrowing money. Bankers will ask questions that will help them assess your project’s viability.

How well is your business performing financially? 
Bankers will want to see financial statements, assess your company’s performance and look at your credit history. 
What will your project’s financial impact be? 
How will this project contribute to your firm’s profitable growth? You’ll want to show you’ve analyzed your market opportunities and created realistic cash flow projections.
What are your investment and collateral? 
Bankers want to see evidence of your financial commitment, in the form of money you’re investing and/or an asset you are offering as collateral.
What are your business goals? 
Does the loan fit into your company’s business strategy? Does your prospectus clearly describe how you’ll carry out your projects in a well-thought-out way? 
What’s your personal financial situation? 
Can you meet your personal obligations without drawing on the company’s earnings?
Have you done your due diligence? 
How thoroughly have you researched your project? For example, have you looked at all your options, costs and integration requirements for a planned equipment purchase?
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Establish your 
credibility Use facts and figures

Focus on one project

Be clear

Show you’ve done your
homework

Indicate how you’ll pay back

Stick to business

Avoid errors

Presenter Notes
Presentation Notes
- Facts and figures: Support every conclusion and claim with research from third-party sources, particularly if you mention trends or evaluate your market potential.
- One project: Bankers prefer one clear and complete idea over many excellent but vague possibilities.
- Be clear: Your banker probably isn’t an expert in your field, so avoid industry jargon, acronyms and technical details.
- Homework : Show that you’ve looked at your project from every angle and prepared contingency plans.
- Pay back: Show how the project will be profitable for both you and the bank. Your forecasts must be reasonable and backed up by solid data. Be careful about making claims that you’ll be the next unicorn.
- Stick to business: It’s good to be passionate about your business, but it’s your facts and figures that will get you the loan.
- Avoid errors. Ensure your documentation is correctly completed and presented. Multiple errors on forms or documents can be a red flag for lenders.
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Personal situation statement
Business plan:
⎻ Executive summary
⎻ Company profile
⎻ Market research
⎻ Sales and marketing 
⎻ Operations overview
⎻ Financial planning :

• Start-up costs
• Forecasts
• Cash flow budget

Personal situation statement
Financial statements:

• Balance sheet
• Income statement
• Cash flow statement
• Statement of retained earnings

Interim statements
Financial projections (if applicable)
Financial ratios (if applicable)

Documents you will need to prepare

New business Existing business
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4 main types of 
financial ratios

Leverage ratios

Liquidity ratios

Profitability ratios

Activity ratios

Your company’s long-term solvency and the extent to which you are using long-term 
debt to support your business (e.g. debt service coverage ratio, debt-to-equity ratio).

The amount of liquidity (cash and easily converted assets) you have to cover your 
debts (e.g. quick ratio, current ratio).

Used to evaluate the financial viability of your business and to compare your 
business to others in your industry (e.g. net profit margin, return on equity)

Measure your ability to convert its production into cash or income (e.g. inventory 
turnover, cash conversion cycle).

Presenter Notes
Presentation Notes
Ratios are used to evaluate a company’s performance and compare it to industry peers. They reveal important information, such as whether you have the capacity to take on more debt, are stockpiling too much inventory or are collecting receivables quickly enough.

The bank will review or calculate your ratios to spot any negative trends or underperformance versus industry averages. When applying for a loan, we recommend you to be familiar with your company’s financial ratios and be ready to confidently and credibly address any concerns your banker may have about them.
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Measures your company’s total debt 
relative to the amount invested 
by the owners and the earnings 
that have been retained over time.
Assesses the level of risk taken by 
the owners vs. lenders

Lenders use the ratio as a key 
measure of a company’s ability 
to meet its interest and principal 
payment obligations.

2 ratios you should know 

Debt-to-equity ratio Debt service coverage ratio

Debt

Shareholder’s Equity

EBITDA

(Interest + Principal)

Presenter Notes
Presentation Notes
Although it varies from industry to industry, a debt-to-equity ratio of around 2 or 2.5 is generally considered good. This ratio tells us that for every dollar invested in the company, about 66 cents come from debt, while the other 33 cents come from the company’s equity. Depending on the stage of the company, the goal for a business is not necessarily to have the lowest possible ratio. A very low debt-to-equity ratio can be a sign that the company is very mature and has accumulated a lot of money over the years, but it can also be a sign of resource allocation that is not optimal. When the ratio is more around 5, 6 or 7, that’s a much higher level of debt, and the bank will pay attention to that. We suggest you do some benchmarking and consult various sources to obtain the average for your business sector.

The debt service coverage ratio (DSCR) is a key measure of a company’s ability to repay its loans, take on new financing and make dividend payments. It is one metrics used to measure debt capacity and it is a basic indicator of your company’s financial health and one that all entrepreneurs should be familiar with. It’s useful for evaluating your capacity to finance future growth and is widely used by bankers and investors to understand a company’s creditworthiness. A ratio of 2 or higher is generally seen to be healthy. If you’re at 1, all of the EBITDA you earn is going straight to debt and there’s nothing left for taxes, much less for reinvesting in your business or paying dividends. But often different lenders might have different levels of what they believe are healthy or risky and stakeholders also know a company’s ratio may be temporarily affected by unique conditions. 

It is wise for entrepreneurs to know these ratios when in discussion with lenders. To be sure you’re using the right elements to calculate your debt service coverage ratio, consult an accountant and find out from your banker which formula they need to see.
You can also calculate the debt service coverage ratio in your financial projections using forecasted figures to build an argument.
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Tips to improve
your credit score

Pay your bills on time
Make frequent payment
Pay more than the minimum
Monitor your credit report often
Separate your business credit from your 
personal credit as soon as possible
Keep your credit utilization rate low
Keep your older credit account open
Diversify your credit products
Limit your credit application Inquiries 10%

Habits 35%

Usage 30%

History 10%

Credit mix 10%

Presenter Notes
Presentation Notes
The bank will look at your personal credit score and the credit bureau report on your company, if applicable. Good credit scores will help you secure a loan with favorable terms.

Here you will see there is 35% of your credit score that revolves around your habits. By making frequent payments and paying before the due date, you can improve your score. Don’t just pay the minimum and if possible, try to pay off the full balance each month.
 
Now, 30% of your rating is depending on our usage. Try to use less than 30% of your total available credit. It’s better to have a higher credit limit and use less of it each month. I suggest that you accept those preapproved credit increase offer when they are available, especially when you don’t need them rather than applying for additional credit.

10% relates to your credit history, the longer you have a credit account open and in use, the better it is for your score. Your credit score may be lower if you have credit accounts that are relatively new. Consider keeping an older account open even if you don't need it. Use it from time to time to keep it active. Check your credit agreement to make sure there is no fee if you keep this account open. 

Another 10% is attributable to the diversification of your credit product. Your score may be lower if you only have one type of credit product, such as a credit card. It's better to have a mix of different types of credit, for example, a credit card, a car loan, a line of credit, a mortgage. 

Finally, too many credit checks in a short period of time looks like you are urgently seeking for credit, or you are trying to live beyond your means. To control the number of credit checks when shopping around for a big purchase, such as a car, home or furniture, try to coordinate to get your quotes from different lenders within a 2-week period. The credit bureaus will combine and treat those inquiries as a single inquire for your credit score and then wait a minimum 3 months, ideally 6 months before planning the next big purchase.
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Choosing
the right 
capital 
for your
ambitions
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Determine your entreprise stage

Time

Sa
le

s

Seed and 
development stage

– Less than 12 months
of operation

– Ideation phase
– Create a business plan
– Conduct market

research
– Think about financing
– Get a mentor/support 

system

Start-up stage

– Up to 3 years of 
operations

– Establish a business 
structure

– Implement new ideas
– Set up a sustainable

cash flow
– Finance your business

Growth stage

– Generate consistent 
income and increasing
client base

– Timing to invest in 
technology and 
operational efficiency.

– Require investments for 
assets, inventory, hiring
more staff, etc

Maturity stage

– Business model has 
been proven to be
successful

– Seeing great profit and 
at the peak of the cycle

– May continue to expand 
or choose to exit

Renewal/Decline
stage

– Explore other markets
(geographically or 
product line)

– Innovate to continue 
expansion

– Business transition
– Exit
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Main sources of 
start-up financing

Personal investment
Love money
Business loan
Credit cards and lines of credit
Angel investors
Venture capitalists
Grants and subsidies
Business incubatorsIrfan Rajabali

President
E.B. Box Company

Presenter Notes
Presentation Notes
Personal investment: Investing your own money, and/or putting up your assets as collateral, shows investors and bankers you have a long-term commitment to your business and are ready to share risk with them.
Love Money: This is money loaned or given to you by a spouse, parents, family or friends. 
Business loan: Loans from financial institutions and they are the most common source of funding for small and medium-sized businesses.
Credit cards and lines of credit: While these are easy sources of cash, they often carry high, variable interest rates that can drain your company’s cash flow.  
Angel investors: Wealthy individuals or retired executives who invest directly in start-ups. 
Venture capitalist: Venture capitalists take an equity position in the high-growth companies to help it carry out a promising but higher risk project and expect a high return on their investment.
Grants and subsidies: Can help in starting to build up your business. While these funds don’t need to be repaid, they are limited in nature and can be difficult to obtain.
Business incubators: Are not strictly a source of funding, they can be a great place to network and access resources when starting a business.
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What loan term
is the lender

willing to offer?

What percentage 
of your project’s 

cost is your 
lender willing 
to finance?

What is the 
lender’s flexibility 
on repayments?

Beyond the interest rate: 
Other factors to consider

What collateral 
and covenants 
are required?

Presenter Notes
Presentation Notes
If you decide to opt for a business loan, we suggest that you shop around to see what is available and to get a few quotes from differents banks so you can decide which one is offering terms and conditions that you feel the most comfortable committing to. Don’t forget the tips for the credit score, have everything ready and do those applications within a 2 weeks timeframe, if possible.

What loan term is the lender willing to offer?
Longer terms usually mean higher borrowing costs, but you may decide to incur that expense to ensure you don’t run into cash flow problems.

What percentage of your project’s cost is your lender willing to finance?
This will determine how big an investment you must make and whether it makes sense to diversify your lending relationship by working with more than one bank.

What is the lender’s flexibility on repayments?
Find out how flexible the bank is on repaying the loan. Some lenders offer tailored repayment schedules to help you preserve cash flow—for example, an initial interest-only period or repayment tied to your cash flow cycle. Also ask how flexible the bank is on tweaking repayment terms if you run into difficulties

What collateral and covenants 
are required?
Banks usually require some kind of collateral (assets) to hold as security in case you don’t repay the loan.

Covenants are conditions that borrowers are required to respect as part of the loan agreement. These can include reporting financial results or maintaining certain financial ratios.
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What is 
collateral? 

Accounts receivable
Fixed assets
Inventory
Real Estate
Personal guarantees
Third-party guarantee

Alida Burke
Co-Founder & CFO
Growcer Inc.

Presenter Notes
Presentation Notes
Banks usually want collateral—something of value that it can hold as security in case you default on your loan. The use of collateral reduces repayment risk for the lender. The type of collateral 
can depend on the type of loan and the nature of your business and project. For example, in the case of a building acquisition, a bank typically evaluates the value of the building and loans a percentage of this value.

In some cases, banks lend money without collateral, but loans secured with collateral generally have better payment terms and lower interest rates than unsecured loans.

A bank may also require a personal guarantee—personal assets owned by the entrepreneur that are put up as security for the loan, which is usually the case for a start up because they don’t have business collateral to offer just yet. 

Types of collateral
Accounts receivable—This can be used to secure a business line of credit.
Fixed assets—Equipment and other fixed assets can be used as collateral for a term or demand loan.
Your inventory—Inventory, both finished products and raw materials, can be collateral for a business line of credit.
Your real estate—Real estate assets can secure a term or demand loan.
Personal guarantees—Personal assets (for example, a house) can be required as collateral for many types of loans.
Third-party guarantee—Someone else (for instance, a partner, family member or investor) could put up collateral for various kinds of loans.


This is because companies that “go green” enjoy increased access to wider markets. As big industry players prepare for new ESG reporting requirements, they are increasingly choosing energy-conscious suppliers due to ethics, pricing or quality reasons. If you’re one of those suppliers, you need to pay to play.
 
Large companies like Costco and Walmart, and those in the aerospace industry, are increasingly passing on ESG performance requirements to their suppliers, through a practice called sustainable procurement. 
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Common 
mistake when
borrowing
money

Borrowing late

Borrowing too little

Paying your loan
back too fast

Presenter Notes
Presentation Notes
Borrowing late

Don’t wait until your firm hits a bump before seeing your banker. An urgent loan request usually indicates poor planning and could raise concerns at the bank. 


Borrowing too little

It makes good business sense to keep a tight rein on your costs and debt level. However, lowballing the cost of a project (and not asking for enough financing) can leave your business facing a cash crunch when unexpected expenses crop up.


Paying your loan back too fast

Many business owners want to pay back their loans as quickly as possible, but doing so could be costly. For instance, you may leave yourself short of cash or unable to invest in profitable growth projects. 
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What makes
us different
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What we offer 
entrepreneurs

Repayment schedules matched 
to your cash flow cycle
Higher risk tolerance
Terms and conditions that don’t 
change without due cause
Commitment to sustainability
Customized Advisory Services 
to help your business grow

We are a patient, flexible lender.
Élisabeth Bélanger
President and General Manager
Maison Orphée

Presenter Notes
Presentation Notes
What makes BDC different? We are a patient, flexible lender, offering:
 
Longer repayment periods
Repayment schedules matched to your cash-flow cycle
Higher risk tolerance, and
Terms and conditions that don’t change without due cause
And we’re committed to sustainability: We help Canada and its entrepreneurs create a prosperous, inclusive, green economy. We are committed to empowering business owners of today to build a prosperous future for generations to come. As such, we are aligned with the United Nations’ Sustainable Development Goals and support the objectives of the Paris Agreement for a cleaner, more sustainable future by 2050.




21

Access working capital

Buy a business

Commercial real estate

Purchase equipment

We help finance your projects
Businesses in operation for over 12 months

Start-up financing

Invest in technology

Transfer a business

Export to new markets

Presenter Notes
Presentation Notes
In terms of financing, BDC offers entrepreneurs access to working capital, so you can do things like buy machinery, renovate your facilities, finance key growth projects, or even cover cash flow caused by disruptions.
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What we 
don’t do

Guaranteed 
investment certificates 
Grants
Term deposits
Lines of credit
Non-commercial loans 
or residential loans
Bank accounts 
and credit cards

Presenter Notes
Presentation Notes
Here’s a list of what BDC does not provide: GICs, grants, term deposits, lines of credit, non-commercial loans or residential loans, and bank accounts or credit cards.
 
Why? Because every dollar in our portfolio is used to support Canadian entrepreneurs.
 
That’s not an exhaustive list; if you have any questions about your eligibility, please get in touch with us. [If appropriate, feel free to mention our number:1-877-232-2269.]
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Partnership to finance 
Black-owned businesses

Black Entrepreneurship
Loan Fund
⎻ Financing of up to $250,000. 

Led by FACE.

Black Entrepreneur 
Start-up Program
⎻ Financing of up to $60,000, plus 

mentorship for entrepreneurs
aged 18-39. Led by Futurpreneur.

Black Innovation Fund
⎻ A venture fund for Black-led tech 

start-ups. Led by BKR Capital.Ernest Korankye
Founder, CEO
Asante Logistics
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eBooks

Template tools

Entrepreneur’s toolkit

Free tools and resources

Presenter Notes
Presentation Notes
Finally, I wanted to highlight the free resources and tools that are available to you. I intentionally provided you with direct link with tools that is related to what we discussed today and that can help you get ready to get business loan.

You can also visit BDC.ca to access our full array of articles, blogs, e-learnings, eBooks and other tools that are all available free of charge in the articles and tools section. 

We even have many templates that you can download directly from there and get to work today.
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Visit our online 
learning centre
catalog.bdc.ca

Courses available in e-learning and 
game format on topics such as:

Financial fundamentals
How a bank looks at your 
business
Financial statements
Advanced cash flow

Presenter Notes
Presentation Notes
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Checklist for 
a winning
loan request Check your credit history

Gather your financial documents

Prepare financial projections

Identify your investments 
and collateral

Shop around

Presenter Notes
Presentation Notes
So there are 5 things we will go over that you will need to get comfortable with to create a winning loan request. 

First is your credit history: How you’ve handled your debt in the past gives bankers a sense of how you’ll handle it in the future. For smaller loans, this is the single most important criteria, so I’ll go over this in more detail in a moment. 
You’ll want to show historical financial statements to show your company’s past performance.
You’ll likely be asked to prepare financial projections for the next two years. 
You will have to work with your banker to identify your investment and collateral.  
Shop around: There are lots of different loan products out there, so it’s worth looking at all your options before deciding making a decision

Now, let’s take a look at each of these elements in a bit more detail. 
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BDC

BDC_ca

BDC

BDC_ca

Questions?

Thank you 
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