
1 Why Do You Need the Loan?

Start by pinpointing exactly why you need the 

funding. You may think the answer is obvious, 

but defining your purpose will help you 

determine the loan type, loan amount, and ideal 

repayment structure. The clearer you are on 

your loan's purpose, the easier it will be to align 

your financing choice with your goals.

2 How Much Capital Do You Really 

Need?

Overestimating or underestimating your capital 

needs can cause serious financial issues. 

Borrowing too little might leave you strapped 

for cash, while borrowing too much could mean 

unnecessary interest costs and a higher monthly 

payment than your business can

comfortably afford.

3 What Type of Loan Is Best for Your 

Situation?

Business loans aren't one-size-fits-all. 

Depending on your needs, credit history, and 

time horizon, certain loan products will be a 

better fit than others. Term loans, lines of credit, 

equipment financing, invoice factoring, and SBA 

loans all serve different purposes and come with 

different terms.

4 What Is Your Current Financial 

Position?

Before you borrow money, you need a crystal-clear

picture of your current financial health. 

That includes reviewing your credit score, 

business revenue, net income, existing debts, 

and cash reserves. Lenders will certainly do this 

on their end, so the more prepared you are 

going in, the better your odds of approval and 

favorable terms.

5 Can Your Business Afford the 

Monthly Payments?

Even if you're approved for a loan, that doesn't 

automatically mean you can—or should—take 

it. It's your responsibility to determine whether 

your business can handle the monthly payments 

alongside your existing obligations. Missing 

payments can hurt your credit and potentially 

damage your relationship with the lender.

6 How Soon Do You Need the Funds?

The timeline for receiving funding varies widely 

depending on the type of loan and the lender 

you choose. If you're in urgent need—say, you 

need to replace a broken-down delivery truck 

tomorrow—you'll need a fast funding solution, 

such as a short-term loan or business line of 

credit with quick approval times.

7 What Collateral, If Any, Are You 

Willing to Offer?

Some business loans are unsecured, meaning 

they don't require collateral. Others are secured, 

meaning you'll need to pledge business assets 

such as real estate, vehicles, or inventory, as a 

condition of the loan.
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