THE BEST BUSINESS

CREDIT BUILDING GUIDE
EVER

Building and maintaining strong business credit is essential for the financial health and growth of
your LLC. Good business credit can help you secure better loan terms, attract investors, and create
opportunities for expansion. This guide will walk you through the steps to establish and enhance

your business credit effectively.

e Importance of Business Credit: Understand why business credit is crucial for your LLC or S-

Corp’s success.
e Difference Between Personal and Business Credit: Learn how business credit is separate

from personal credit and why this distinction matters.

Step 1: Establish Your Business Legally

e Form Your LLC or S-Corp:
o Ensure your business is legally registered as an LLC or S-Corp.
o Obtain your Articles of Organization from your state’s Secretary of State office.

e Get an Employer Identification Number (EIN):
o Apply for an EIN from the IRS. This is like a Social Security number for your business.

o Resource: Apply for an EIN

Step 2: Open a Business Bank Account

e Separate Business Finances:
o Open a business bank account to keep your business finances separate from your personal

finances.
o Use this account for all business transactions to establish a clear financial history.

¢ Recommended Banks: Consider banks that offer favorable terms for small businesses, such
as low fees and easy account management.

Step 3: Obtain a Business Credit Card

e Apply for a Business Credit Card:
o Choose a business credit card to start building your credit history.
o Use the card for regular business expenses and pay off the balance in full each month.



¢ Recommended Credit Cards: Look for cards that offer rewards, low interest rates, and
reporting to business credit bureaus.

Step 4: Establish Trade Lines with Vendors

e Work with Vendors Who Report to Credit Bureaus:
o Set up trade lines with suppliers and vendors that report your payment history to business
credit bureaus.
o Pay your invoices on time to build a positive payment history.
e Example Vendors: Staples, Office Depot, and Grainger often report to credit bureaus.

Step 5: Monitor Your Business Credit Reports

e Regularly Check Your Credit Reports:
o Monitor your business credit reports from major business credit bureaus like Dun &
Bradstreet, Experian, and Equifax.
o Resource: Nav offers free business credit monitoring services.
e Correct Errors: Dispute any inaccuracies in your credit reports to ensure they reflect your true
creditworthiness.

Step 6: Maintain Good Credit Practices

e Pay Bills On Time:
o Always pay your bills on time or early to maintain a positive payment history.
e Keep Credit Utilization Low:
o Use a small percentage of your available credit to keep your credit utilization ratio low,
ideally under 30%.
e Avoid Overleveraging:
o Do not take on more debt than your business can comfortably repay.

Step 7: Build Relationships with Lenders

e Establish Banking Relationships:
o Build strong relationships with your bank and other lenders. This can be beneficial when
seeking financing.
e Use Credit Responsibly:
o Use your credit responsibly to demonstrate that your business is a low-risk borrower.

Step 8: Apply for Business Loans

e Small Business Loans and Lines of Credit:
o Apply for small business loans or lines of credit to further build your credit profile.
o Ensure you meet the loan requirements and have a solid repayment plan.

e SBA Loans: Consider applying for Small Business Administration (SBA) loans, which often
have favorable terms for small businesses.


https://www.nav.com/

Conclusion

e Ongoing Maintenance: Building business credit is an ongoing process. Regularly review and
maintain your credit practices.

e Leveraging Good Credit: Use your strong business credit to secure better financing terms,
grow your business, and achieve your long-term goals.

Resources

e Business Credit Bureaus:
o Dun & Bradstreet
o Experian Business

o Equifax Business

e Credit Monitoring Services:
o Nav
o CreditSignal by Dun & Bradstreet

By following the steps outlined in this Business Credit Building Guide, you’ll establish a solid credit
foundation for your LLC or S-Corp, paving the way for future growth and financial stability. Use these
strategies to enhance your creditworthiness and unlock the full potential of your business.


https://www.dnb.com/
https://www.nav.com/

