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Exploring Repayment Potential

Banks want to see that your business has positive cash flow.
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Banks use this ratio to determine if your business has the cash required to repay not only the
debt it currently has but any new debt.
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Banks use this ratio to determine if there is enough cash for existing debt and any new debt.
Consider this ratio as your cushion between annual cash flow and annual debt payments.

Cash Available to service debt
Debt Coverage
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Are you able to afford your current debt? Banks want to ensure that there is a cushion between

current assets and current liabilities; therefore, the higher your company’s ratio, the less risky
you become to the bank. This number needs to be at least 1.0 (this means you have 51 in assets

for every S1 you have in liabilities).
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Banks use this ratio to compare a company’s debt to overall wealth. If this ratio is high, it signals
to the bank that your company may not have efficient assets to liquidate in the event your cash
flow decreases.
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