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Monthly Business Bulletin
How to approach your bank for finance in uncertain times
by Nick Green - Handelsbanken, Tunbridge Wells
All businesses are living in uncertain times which brings many challenges, the extent of which will
depend greatly on your particular business sector.
Despite the ongoing diﬃculties being faced, this is also however a time for great opportunity. SME businesses
have a much greater ability to be fleet of foot, make quick decisions and adjust their businesses to what feels like
constantly changing conditions – even before we were hit by the coronavirus pandemic.
Whether your business needs additional funding to ‘survive’ a
period of time, or take advantage of a market opportunity to get
ahead of your competitors, unless there is surplus cash within the
business, then the first port of call will probably be your bank. It
may be that you have already made use of the government’s
various funding schemes from furlough through to coronavirus
business interruption loans and have suﬃcient cash to support
your business in a market that is becoming the new normal. If
further funding or new funding is required then it is important to
know how best to approach your bank, as the current environment
has also caused a great deal of uncertainty in the banking sector
and the assessment of lending propositions has, in many cases,
become more stringent as a result.
In order to give your funding proposal the best opportunity when approaching your bank then the following are
a few thoughts about how to approach them and what they might be looking for in a business plan. First of all
though make sure your first meeting really counts:
• Be fully prepared.

• Be engaging when presenting (banks lend to people,
whether through a Ltd Co, Partnership, LLP etc).

• Be passionate about your business (if you aren’t,
why should anyone else be?)

• As they say on Dragon’s Den - ‘know your numbers’,
past, present and future. They will be scrutinised.

Within the business plan cover the following:
• Have a good executive summary setting out what
you are requesting, for what purpose and how you
will repay the loan or funding

• Produce financial forecasts (e.g. P&L, balance sheet
and cashflow), to include the assumptions behind
the figures, as well as some sensitised forecasts to
depict the ‘what if’ scenario’s – e.g. ‘what if I miss
turnover by x%, gross margin is x% lower, debtor
days slow by 10 days etc.?’

• Show fully that you know and understand your
business, the market you operate in, your
competitors, your suppliers, your main customers
(can they aﬀord to pay you?), your business’
strengths and weaknesses and the risks to it (be
honest)

• Cash flow will be absolutely key – turnover is vanity,
profit sanity and cash is king
• Be realistic about your request and expect to be
asked for security

• Fully assess the impact of Covid-19 on your
business to date as well as, as best you can, looking
forward

Once completed try looking at your request as if someone was asking you to lend them the money you are
looking for. Ask yourself – would you?
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Oﬀsetting the risk of business loans
Business loans are popular when SMEs are wanting to kick-start operations or wanting to fast-track growth. In
recent months we have also seen loans being used to tide companies over during diﬃcult times, such as Covid-19.
They can be incredibly useful, but they are not without their risks, especially if the key person suﬀers a severe
illness or dies.
A recent survey by Legal & General* showed:
• 65% of businesses have some form of borrowing, increasing over time.
• £175,000 is the average business borrowing.
• 28% were not aware that a director’s loan account needs to be repaid on death
• 80% of business owners have not taken out any insurance to ensure that director loans could be repaid.

Does your business have outstanding debts
or loans?

What happens if they die or become critically
ill?

Who is the guarantor for each loan?

How would you fund that repayment?

Business Loan Protection safeguards businesses against these risks. It is designed to immediately provide funds
equal to the value of the outstanding loan if one of the business owners becomes critically ill or dies. The money
can either be paid to the business or, in some cases, to the lender directly.
Although the premiums paid on such policies are not classed as an allowable expense, the benefit is paid tax-free.
*Source (Legal & General State of the Nation report, October 2019)

What happened in the markets
It could be an unsettled autumn for investors as markets face a number of uncertainties.
Boris Johnson’s recent plea for the public to “summon the discipline
and the resolve” to get through the coming months of COVID-19
restrictions could also apply to the nation’s investors.
Markets have staged a remarkable comeback over the last six months.
As a result, the coronavirus-fuelled bear market was the shortest in
history. But September saw a slide in stock prices that really came in
two stages: initially, a sell-oﬀ in high-flying tech stocks, then over
renewed concerns about rising COVID-19 cases and the US
government’s response.
That second phase may set the tone for the next few months. If it does,
investors would be wise to remember the lessons from earlier in the
year and sit tight.
In the words of Benjamin Graham ‘successful investing is about
managing risk, not avoiding it.’
The value of an investment with St. James’s Place will be directly linked to the performance of the funds you select
and the value can therefore go down as well as up. You may get back less than you invested.
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