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Business credit matters.
Here’s how to build it.

For the owners of many small companies, personal and business life can be closely
connected — especially in the initial years. That connection often extends to
financials, with 83% of small-business owners saying they’ve used a personal credit
card for business expenses.! Using personal credit for business expenses, however,
can have negative effects at home and at work. That’s why building business credit
instead is essential.

Many businesses hit a point when they want to expand, purchase new equipment or take other steps
to grow. When they don’t have the liquidity to do it, they need to qualify for a loan. Just like a lender
checks an individual’s credit score, a lender will check a business’s credit score. If your business hasn’t
used a credit card or taken out a loan, it may not have any credit history. That’s a real problem for many
companies.
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to get financing.?

The need for a loan may not be on your radar now, but think ahead. Maybe someday you’ll want to purchase
the building you’re renting, buy new equipment or expand your business. Or maybe you’ll find your business
in a tough spot where you need to install a new roof or keep up with payroll during a slow season. That’s when
having good credit is essential.

Why not just use a personal card?

While using a personal credit card for business might seem convenient, it can have a major impact on your
personal finances — especially when the time comes to apply for a mortgage or other personal loan. Lenders
look at several different factors when assessing creditworthiness. A couple of these are credit score, debt

to credit ratio, and pay history. Even if you have great spending habits, the balances you’re carrying for your
business can show up on credit reports, reducing the likelihood that you’ll get approved. Mixing business and
personal expenses can also make bookkeeping more difficult for you or your accountant.

$ 4 steps to building business credit

To build business credit, start with these four steps:

1. Establish your business profile. If your business has been around awhile, you may have
already completed these steps, but take a moment to confirm you’ve done them all. Get a
federal employee identification number (EIN), file with the state, and register with Dun &
Bradstreet. Through the latter, you can get a D-U-N-S Number, which can help when it’s time
to prove your company’s credit worthiness.

2. Apply for a business credit card. Just like with personal finances, using a credit card is a
key way to establish credit. It can also help you improve purchasing power, increase cash
flow, earn rewards, and potentially earn discounts from vendors for making quick payments.

3. Streamline the bills you have. Paying bills on time is essential for building good credit. Set
up autopayments with your credit card so you don’t have to worry about being late. If a
vendor won’t accept credit cards, set up ACH.

4. Establish different lines of credit. Along with a credit card, consider other lines of credit
as well as loans such as leases, real estate loans or installment loans. Just be sure to pay as
agreed and keep your debt-to-credit ratio low on any revolving lines. The recommendation
for building good credit is to use no more than 30% of any revolving credit lines.

Find your Business Card Consultant at businessbanking.usbank.com.


http://businessbanking.usbank.com

While you may not think you need a business credit card now — or a loan anytime soon — it’s important to be
proactive in building business credit. Keep in mind that you’re more likely to be approved for a line of credit
when times are good and you least need it than when you are in an emergency like having broken equipment
that puts your business in a financial crunch.

If you’re not sure what your business credit currently looks like, or if you’ve even established credit, our team of

business banking experts can help. We can also help you anticipate future lending needs and determine how to
best prepare for them today. To learn more about our services, visit businessbanking.usbank.com.
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