Covid-19 pandemic is a systemic disruption that has disrupted supply chains, increased volatility in
foreign exchange markets, led to decline in economic growth and reduced cash flows for businesses.
During this period, it is important that we all maintain a good credit standing with lenders by protecting
our credit scores so that we do not lose out on much needed cash due to a poor credit score. A poor
credit score may cause you to be denied credit at the time you need it most, or you may get it a higher
cost given your perceived high risk
Below are some actions you can take to protect your credit score during this crisis.
1. Loan Consolidation-Instead of having so many small loans that would easily make one miss
the scheduled instalments, try to consolidate your loans into one. This will make it easy for you
to plan your loan repayments and avoid the facility fees being spread across the different loan
products.
2. Credit-linked insurance cover- Take loan facilities that have credit-linked insurance cover to
cushion you against unexpected risk events like hospital admission, permanent total disability
resulting from accidents or disease, fire, and other perils. This will help you not to use business
funds to attend to such events but ensure you have transferred the risks to insurance.
3. Discuss with your lender the possibility of loan restructuring or a moratorium - the
moment you sense difficulty in repayments. This will give you comfortable instalments you can
pay because of reduced cash flows.
4. Do not borrow more than you can afford to pay - Be as truthful as possible with your lender
so that you provide information that will assist your lender to accurately determine your
capacity. Avoid debt trap.
5. Avoid using credit for living expenses.
6. Turnaround time - Look at the turnaround time of the lender. If you cannot get the loan in time
to take full advantage of a specific opportunity, you may miss the opportunity and then struggle
in repayment if you divert funds.
Kindly talk to your financier always and ensure your loan facility does not underperform. Simply put,
borrowing is good when it helps you gain financially and bad when it becomes a financial burden.

