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What are the benefits of Credit
Products such as Business Credit
Cards or Loan ?

Let's recap



Help to manage daily business
expenses and avail several
business-specific benefit.

Benefits of Credit Products

Fulfil short & long term
financial need of the
business.

Build a good credit score and
maintain business
transaction to avail other
financial services from formal
sources.



Let's Begin!
Are you ready?

LET’S LEARN HOW TO MANAGE CREDIT !



Objectives of the workshop

Understanding
terms of loan,

billing and
repayment

cycle

Understanding
financial

discipline and
credit worthiness

Understanding
credit bureau

and credit score

We have learnt about how to access credit and what
are its benefits.
Now let us learn how to manage credit!



Have any one of you taken a loan?

Did you sign any document when you took
the loan?

Did you read the document you were
signing?

What was written in it?

Let's Discuss



When you take a loan, it is under certain conditions and guidelines.

These guidelines detail what’s expected of both the borrower and
the lender.

Reviewing loan terms before signing off on a loan is very important

First, you need to know what your obligations are with regard to
making payments on the loan. If your loan payment is due on a
specific date each month, for example, you would need to know
that to avoid paying late and potentially damaging your credit
score.

Understanding the loan terms can also help you to determine
whether a loan is a good fit for you before you enter into a
repayment agreement with the lender. If there’s something in the
loan terms with which you don’t agree—such as a penalty fee or
another condition—you could reject the loan offer.



IntroductionTerms of Loan ?

The loan’s repayment period
The interest rate and fees associated
with the loan
Penalty fees
And any other special conditions that
may apply

Terms of loan refers to the terms and
conditions involved when borrowing money.

This can include

When applying for a loan, the lender should
specify what the loan terms are before
finalizing any borrowing agreement.

It’s important to review loan terms carefully
to check for any hidden clauses or fees that
could potentially cost you money.



Terms and conditions are applicable for any
credit product.

While accessing any credit product you will
have to sign a document which contains the
guidelines , terms & conditions

You must read the terms very carefully
before signing

Things to remember



What will happen if you do not pay your
wholesaler on time?
What do you do? 

You purchase supplies from wholesalers on
credit. You have to pay the wholesaler on
time in order to ensure continuous supply
goods.  

Imagine this scenario



Timely payment of dues is crucial if one
wishes to continue to avail an uninterrupted

supply of credit through term loan or
business credit card.

 

This is referred to as
Billing and Repayment cycle.



Billing Cycle, also referred to as a
billing period, is the interval of time
between billing statements.

Although billing cycles are most
often set at one month, they may
vary in length depending on the
product/service rendered. Typically,
the billing cycle lasts anywhere
between 20 and 45 days.

The repayment includes both:

Billing and Repayment cycle

Interest over a predefined number
of monthly instalments.

The principal
amount



Repayment Cycle/Schedule is the act of
repaying the loan through a series of scheduled
payments generally referred to as EMIs that
includes both the principal amount outstanding
and the interest component

Administering billing and repayment cycles
smartly can help in balancing the credit
requirement for businesses without having to
pay interest or very minimal interest for availing
the term loan or Business Credit Cards.

These cycles are also more important because
upon failing to comply, one may be penalized
financially. Further, failing to comply to the
financial penalties individual can invoke legal
action.



Managing & Repaying Business Loans with
BuddhiMoney

https://www.youtube.com/watch?v=ml8n8EmCLso



List the topics discussed in the video. 
 

What are the advantages of repaying
your loans on time?

 
Did you find the video useful? 



Keep your payments
around 10% of your

income

Always try to pay
more than the

minimum
payment

Know when you need
to pay to use credit
cards interest-free

Call your creditors to
negotiate lower APR
(Annual Percentage

Rate)

Know your
payment due

dates

Check your
statements every

month

Keep your accounts
open and in good

standing

Do's



Take advantage of
additional features, like

credit score tracking

 
Understand

cosigning before
you get into it

 

Eliminate credit
card debt before

you apply for loans
 
 

Become familiar with
debt consolidation
before you need it

 
 

Use your lowest APR
credit card for big

purchases

Use credit card
reward programs to

your advantage

Know when it’s
time to seek

professional help

Do's



Never use credit as a
substitute for

income

Never take on more
credit than you can
afford to pay back

 
Don’t miss a

payment by more
than 30 days

Avoid cash advances

Don’t run up your
balances to the limit

Don’t use reward credit
cards when you
can’t pay off the
balance quickly

 

Don'ts



Don’t ignore fraud
protection calls

Don’t carry balances
from month to month

 
Don’t let accounts

close due to
inactivity

 

Don’t hide from
your creditors if

you’re
having trouble

 

Don’t settle debt if
you don’t want to ruin

your credit
 

Don’t close old
accounts

Don'ts



To access and manage credit for business, the
entrepreneur needs to have financial discipline.

 

What is financial discipline ? Why is financial discipline
important to run a
successful business?



Financial discipline refers to how well you
are able to conform your spending and
saving to the plans that you have set to
achieve your monetary goals.

With a regulated spending pattern and a
monthly budget plan, kiranas can drive
strategies to achieve business goals and
growth.

Financial Discipline



No Unplanned Expenses Optimum Inventory Maintains positive
cash flows

Aids in achieving the
Targets Helps in your Vision Improves Efficiency

and Negotiation skills

A good financial discipline and plan ensures:



If you don't have a financial plan in place,
it's really hard to be disciplined about
how you spend your money because you
haven't created any guidelines for
yourself to follow. When creating a plan,
look at both the short-term and long-
term dreams you have. While a budget is
part of the plan, the purpose isn't to
prevent you from spending any money.
Instead, having financial discipline allows
you to make sure you have money for
what's most important to you.

Automating your savings helps you avoid
the temptation to spend your money on
things you don't need because the money
never shows up in your general checking
account. For example, if you want Rs 200 to
be saved for your emergency fund every
month, have Rs 200 deposited directly into
a separate savings account.

Make a Plan Use Automation to Boost Discipline

How do we achieve it?



Making sure you track your spending
helps you stay accountable for your
money management. For example, if you
know that you're going to review your
spending each week, you can motivate
yourself to think twice before you make
an impulse purchase because you know
you're going to see the mistake when you
review your spending. On the flip side, as
you build your financial discipline, you
can see the fruits of your labor when you
check your account balances.

It might not seem like fun to turn down
spur-of-the-moment purchase, but having
financial discipline pays off in the long term.
Living within your means reduces your
stress levels. And, you can make sure you
have the money for the things on which you
really want to spend.

Be Accountable for Your Spending Rewards of Financial Discipline



Maintaining financial discipline by ensuring
timely payment of loan or Business Credit
Card dues can help to maintain risk-free
business account.

It also generates a clean transaction history
that contributes to one’s credit-worthiness
thereby increasing the probability of
getting loan or credit.



What is Credit Worthiness?

Credit-worthiness, simply put, is how
‘worthy’ or deserving one is of receiving
credit.

If a lender is confident that the borrower
will honour her debt obligation in a
timely fashion, the borrower is deemed
creditworthy.

Financial institutions use credit ratings
to quantify credit worthiness of credit
applicants and decide whether the
applicant is eligible for credit, and if yes,
up to what amount.



Character - the applicant's credit history

Capacity - the applicant's debt-to-income ratio

Capital - the amount of money an applicant has

Collateral - an asset that can back or act as
security for the loan

Conditions - the purpose of the loan, the
amount involved, and prevailing interest rates.C

5Cs of Credit Worthiness



?How is credit
worthiness calculated

and who does it?



Credit Score is a number between 300–900 that depicts a consumer's
credit-worthiness.

The higher the score, the more credit-worthy a borrower presents to
potential lenders.

Your credit score is based on your credit history, number of open
accounts, total levels of debt, repayment and transaction history and
other factors.

Although ranges vary depending on the credit scoring model, generally
credit scores from

  580 to 669 are considered fair,
  670 to 739 are considered good,
  740 to 799 are considered very good, and
  800 or higher are considered excellent.

Generally, higher the credit score, better the chances for getting loans or
credit support and  sometimes lower interest rates as well.

1.
2.
3.
4.

Credit Score



Compile individual credit history based on individual credit
accounts or other identification information.

They provide credit information, in the form of credit reports,
to lenders and creditors to help them determine your credit-
worthiness.

They also provide credit reports to you, so you can better
understand your credit situation. Your credit history, including
factors such as

Credit Bureaus, also known as credit reporting agencies:

 

  - Your payment history
  - Your amounts owed, are used along with other factors to                  
-   calculate your credit scores.

Credit Bureaus



Terms of Loan

Billing and
Repayment Cycle

Financial Discipline

Credit Worthiness ,
Credit Bureau and

      Credit Score

Let's list your learnings

So far you have learnt



Share your doubts and questions!
 

Share your doubts and questions ?
Did you find the session useful ?

 
Will you be making a financial budget plan

for your kirana?
 

...
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