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3 Types Of Business Loans

5 Questions to Assess Requirement

Debt financing allows a company to borrow capital that has to be repaid at a future date, along with
interest. The principal and interest amount often need to be paid in monthly or half yearly
instalments or on events triggered in the future.

A Term loan will be for a fixed amount with a fixed repayment schedule. 
Can be: Secured against property or asset.
Unsecured without a collateral. Has higher rate of interest.

A Short term loan will be a small amount given for a maximum period of 12 
months.

Flexible loan permits you to increase or decrease the amount borrowed and 
change the schedule of repayments.
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 Is it an established 
or 

new organisation?

Is it a capital 
intensive sector?

What is the cost of
debt available?

What is your 
debt/equity

ratio?*

Is the loan purpose
to fund short-term 
business operations

(working capital) or long-
term goals (capital

investments)?

*Debt/equity ratio is the company's total liabilities divided by its shareholder equity.



7 Examples of Debt Financing

Checklist for Procuring a Loan

01

02

03

05

04

06

07

Invoice discounting - Getting a loan against your unpaid invoices from customers  (up to 90% of 
invoice value). The responsibility of recovering payments from customers remains with you.

Debt factoring - Selling your unpaid invoices for a defined percentage of their worth (up to 95%). 
The lender pursues payments from customers.

Merchant advances - Taking cash advance against future sales, repaying through a percentage of
daily sales transactions. It is generally available to businesses with steady volume of credit card sales.

Asset financing - Using assets without investing the full amount or owning them. Types are:
        Hire purchase: Getting an equipment straight away but paying for it in instalments. You own the 
a      asset when the  repayments are complete.
        Equipment leasing: Getting the equipment right away but paying for it over a period of time. The 
l       lessor owns the equipment at the end of the time period.
        Operating leases: Let you hire an equipment for a short-term rental agreement.
        Finance leases: Let you rent an asset for a maximum portion of the asset’s useful life. The asset  
        is maintained and repaired by the lessor.
        Asset refinancing: Refers to borrowing money with an asset/equipment as a security/collateral.

Property financing - Accessing borrowed capital by securing the loan with property as collateral.

Trade finance - Using your purchase order to procure cash for fulfilling the order. 

Refinancing - Paying off loans with a new debt, usually with more favorable terms.
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Nuvem9 have successfully raised over GBP 10 million in investment for our clients and have direct experience in working with 
lenders and financial institutions. For more information on how we could help your business decide and obtain the most 
optimum type and structure of debt, please contact us at info@nuvem9.co.uk


