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It is quite difficult for any business owner to get a trusted capital solution due to the multiple options
available in the market. Financial urgency can put anyone in a situation where he has to arrange
money anyhow to secure the business. If you are going through such requirements, you are truly
interested in knowing more about an unsecured business loan.

Let's know how this finance solution contains flexibility and offers numerous advantages.

What are Unsecured Business Loans?

The unsecured business loan is a popular financial option that offers you multiple benefits without
any collateral. That means you do not need to worry about arranging assets to obtain unsecured
loans, as financial lenders consider other factors to approve these kinds of loans.

Factors that can be considered are:
e Creditworthiness
e Current employment
e Financial history, etc.
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Different Types of Unsecured Business Loans

Here are the top types of unsecured loans that do not ask for collateral to get the loaned amount:

e Business Term Loan

e [t offers a higher business loan value.
e Does not require any collateral

e No need of any user or any security

e The common repayment tenure is up to four years.
e OD Facility

e The OD (overdraft) facility allows you to withdraw money from a bank account despite the
zero balance.

e Short-term loan option

e You will be required to pay interest on the withdrawal amount.

e |tisa very useful financial tool that allows you to pay bills even when you have no balance
left.

e The best option for emergencies

e Credit Card Business Loan

e For this, you must be securing a business credit card.

e Business credit cards allow pre-approval loans on credit cards.

e Through pre-approvals, users get the loan amount directly credited to their bank accounts

instantly.

How to Apply for an Unsecured Business Loan?

The below-mentioned guide can help you with applying for an unsecured business loan with a few
steps. Follow the below pointers for a hassle-free process:

e Reach to the website or application of your lender.

e Simply start filling in the required fields with personal and professional information as
asked.

e Thoroughly read out all the terms and click on the “agree” button.

e Next, you may be required to provide your company type, industry type, nature of business,
gross annual profit, etc.
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e Also, provide you bank details to get the loan sanctioned.
e Once you are done providing all the details, you will receive a call or message from the
bank's representative to complete the further formalities.
e Afterwards, if your lender finds everything accurate, your loan will be approved, and the

loaned amount will be disbursed to your preferred bank account.

Eligibility Criteria for an Unsecured Business Loan

There are few kinds of loans that have no single standard for eligibility requirements. Though we can
share the general indications that financial lenders often require in an loan application:

e You should be having a robust credit history, as these loans tend to consider both your
personal and business credit scores to let the lender know your ability to repay the loan and
EMIs regularly.

e The financial statement of your business can give an idea to the lender about the past
financial performance of your business.

e The age of your business also matters a lot to get an unsecured business loan, as established
businesses usually receive the loan approval faster than the startup ones.

e But the new businesses have other alternatives that help them to access the funds with

ease.

What are the Benefits of Unsecured Business Loans?

There are numerous benefits to securing an unsecured loan if obtained accurately. Let's give it a look
below:

¢ No Need of Collateral

As the name itself defines its nature, unsecured loans do not require any kind of collateral as security.
Therefore, people who just started their business or are running a small business that might not be
able to arrange significant assets to give as security can smoothly apply for it.

e Instant Process of Approval

Since unsecured loans do not require collateral, it removes the need to assess and approve assets,
saving time and getting for the approval process instantly. The approval process is comparably
quicker than secured loans, letting the businesses use their loaned funds more rapidly.

e Terms are Flexible

The terms of unsecured business loans can be modified. Therefore, the loan tenure, repayment
terms, etc. allow businesses to plan everything that perfectly fits their cash flow situation and
budget.
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What are the Drawbacks of Unsecured Business Loans?

Despite being the most preferred financial option, it also contains a few drawbacks. Look at the
below pointers:

* Interest Rates are Higher

Unsecured business loans are riskier for lenders due to no security, so they charge higher interest
rates than other loans.

e Strict Creditworthiness

As your creditworthiness is the only way for lenders to assess your ability to repay the loan, they often
impose stringent credit requirements that are quite difficult to sustain for businesses.

End Note

Hence, unsecured business loans are the finest way to come out of a financial crisis for businesses.
They can easily receive a great fund to succeed their business without even giving their assets as
collateral. Though these loans often charge higher interest rates and contain stricter credit
requirements, they can still be helpful in certain ways. Through this precise guide, you can make an
informed decision for your business and can bring considerable growth to your business.

Also Read: How to Apply for Business Loan Online
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