
How-To Establish Business Credit

Thank you for your purchase of “How-To Establish
Business Credit” from Online Boutique Center. After
reading this e-book, you will have all of the tools and
resources necessary to establish business credit from
scratch.

If you have further questions, contact us anytime at:

theonlineboutiquecenter@gmail.com
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What is Business Credit?
Business credit is established by using
your business’s financial history—meaning
how you handle any credit that’s been
extended to your business, including credit
cards, loans, lines of credit, trade lines from
suppliers, and more.  Similar to your
personal credit illustrating your reliability as
a borrower, your business credit conveys
whether your business is a trustworthy
borrower. 

The core difference between business
credit and personal credit is that your

“business credit” is tied to your EIN. Therefore, as you go through various financial
activities through your business—opening a bank account, getting a credit card, paying
suppliers—this information becomes part of your credit history and is reported to credit
bureaus that deal specifically with businesses.

The three main business credit reporting agencies are Dun & Bradstreet (D&B),
Experian, and Equifax. Each bureau collects information from the vendors and
creditors you do business with, as well as legal filings and public records. Then, using a
credit reporting algorithm, they establish your business credit in the form of a numerical
value aka your business credit score.

Your business credit score will typically range from 1 to 100 with a higher score
indicating that your business is creditworthy, meaning you’re likely to pay a bill or loan
back on time.

Your business credit score will be influenced by factors such as:

➔ Credit: Length of credit history, credit utilization, credit mix, payment history,
balances, and trends

➔ Demographic details: Business size, years in business, and industry risk
➔ Public records: Amounts and frequency associated with bankruptcies,

judgments, and liens
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How-To Build Business Credit Fast
Register your business as an LLC soon as possible.

For one, you will want to keep your business and personal finances separate. Although
sole proprietorships are the easiest business structures for small businesses, there is
no legal separation between the owner and the business. As a result, your activity on
your business accounts will be reflected on your personal credit report. If you want to
establish business credit, then you’ll want to convert to an LLC. There are other
options such as: S-Corp, C-Corp and LLP, however most businesses take the next step
and simply become a LLC.

Click here for a full list of costs associated with filing as an LLC in your state. If you are
already an LLC, you can check your business credit thus far here, if any.

Get an EIN

If you have already applied and received an EIN, you can skip this step. If you haven’t,
let’s get into a bit of detail of what it is and why you need it to establish business credit.
It is almost the single most important part of securing business credit. The IRS uses an
employer identification number (EIN) to track businesses for tax purposes. You can
obtain an EIN here. When you eventually apply for a loan or a credit card for your
business, you’ll usually be asked to either provide your Social Security number or EIN
on the application. If you only have your social security number to offer, then you will
have to rely only on your personal credit to help you qualify and get a good rate. If you
have an EIN, then your business credit will be tied to this number and you can use this
history to qualify for credit products and business financing.

Open a Business Bank Account.

As we stated above, a business bank account essential for the purpose of building
business credit, and in general, to separate your business and personal finances. By
opening this account, business credit bureaus will easily be able to see what money
you’re taking out of and putting into your business, and will report that information on
your business credit report. *The best small business lenders look for borrowers with
business bank accounts that have been established for at least a couple years. You
have a couple of choices when deciding to open a business account. You can open an
account with a major bank provider/credit union (i.e. Wells Fargo, Bank of America) or
setup one with a fee-free online bank specifically designed for online businesses such
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as Novo. Novo is a free online bank for entrepreneurs that easily connects to your
ecommerce platforms and comes with a free Visa debit card. *You will have needed to
obtain your DBA already to open your account with a major bank/credit union.

Apply for a DUNS (Data Universal Number System) number. .

Of the three business credit bureaus we mentioned above, Dun & Bradstreet is probably
the most well-known. In fact, their Paydex score is the business credit score commonly
used by suppliers and creditors. Therefore, if you want to build business credit, it’s a
good idea to open a credit file with this agency. When you apply for one, you’ll receive a
unique nine-digit code. The process is completely free and can be completed on the
Dun & Bradstreet website, but it takes up to 30 days to receive your DUNS number. A
DUNS isn’t a requirement for businesses, unless you’re applying for a federal
government contract, grant, or SBA loan, and it’s not a system that’s managed by the
government. Nevertheless, everyone from national to international suppliers and
lenders uses D&B business credit scores, so if you’re trying to build new business credit
for your startup, applying for a DUNS is a good idea. Get a Free DUNS number

Establish Trade Lines with your Suppliers.

As you buy more supplies, inventory, or other materials from third-party vendors, those
purchases can become relationships—and will, therefore, help you build business
credit. As we mentioned above, it will be particularly beneficial if your suppliers and
vendors extend trade credit, which, to reiterate, means they allow you to pay several
days or weeks after you receive the items you ordered (e.g., NET 30). Paying your
vendor or supplier on time and in full (maybe even early), then, will help you get good
business credit—just like paying consumer credit cards on time helps you build your
personal credit. Not all vendors do this, and if your supplier doesn’t report to the
business credit agencies, then your on-time (or early) payments won’t actually help you
build business credit.

Get a Business Credit Card or Line of Credit.

Many startups and small businesses use loans and credit lines to finance the operation
and growth of their business. Not only is this type of credit crucial for keeping a
business running smoothly, but using it will also help with establishing and building
business credit. As a first step, you might consider applying for a business credit card to
cover day-to-day purchases for your business. Using a business credit card will also
help solidify the separation between your personal and business finances, further
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building business credit. Additionally, a business line of credit works in much the same
way as a credit card, minus the physical card. Instead, the funds live in your business
bank account and you can withdraw money on an as-needed basis. You then pay back
what you borrow to reset your balance. If you’re just starting out or have poor personal
credit and are having a hard time qualifying for regular business credit cards, you can
try to apply for and use secured business credit cards. A secured business credit card is
“secured” by a funds deposit that you make against your card.

Benefits of Building Your Business Credit
The benefits of building a good business credit report is the ability to get Small Business
Financing. This is often harder to come by with your personal credit score. Regardless
of what your personal credit score (poor or good) is, your business score is completely
separate. Without business credit, you would have to solely rely on your personal credit
score. Lenders are likely to extend a loan or line of credit to your company only if they
see that your business has a good track record of paying your accounts on time and in
full. Additionally, if you want to work with the best lenders, it’s even more significant to
have established good credit. According to the SBA, “businesses have 10 to 100 times
greater credit capacity compared to personal credit.”
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