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With the economic landscape in a continuous state of
fluctuations, businesses of all sizes are seeking innovative
financial solutions to fuel their expansion. One of the most
sought-after ways to chase growth and scale businesses 1is
taking a business loan. However, before applying for a
business loan, it is important to consider one of the key
factors influencing loan terms-the interest rate on the loan-
and how business loan interest rates can be impacted.
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Impact of Interest Rates on Business Loan

Interest rates play a crucial role in determining the cost of
borrowing, directly impacting the affordability and
accessibility of business loans. A lower interest rate can
reduce the overall cost of the loan, making you better
equipped to manage repayment and invest in the growth of your
business.

Shriram Finance, a top player in the Non-Banking Financial
Company (NBFC) sector, offers a competitive interest rate on
its business loan, making it an affordable option for
businesses of all sizes.

Understanding the Impact of Interest Rates on Business Loans

Different lenders provide different interest rates on their
business loans, depending on their policies, the applicant’s
financial profile, the business’s age, etc. However, as a rule
of thumb, this is what borrowers must ideally understand.

When the interest rates rise, this is what can be expected:

» Increased Interest Payments: Higher interest rates
directly translate to increased interest payments on
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loans. This can strain a businesss cash flow, especially
for those with significant debt.

= Reduced Borrowing Capacity: As the cost of borrowing
rises, businesses may find it more difficult to secure
loans, limiting their ability to invest in growth
initiatives, such as expanding operations, hiring new
employees, or acquiring new equipment.

When interest rates fall, here’s how it impacts business
loans:

 Decreased Interest Payments: Lower 1interest rates
directly translate to decreased interest payments on
loans. This can free up cash flow for businesses,
allowing them to invest in growth initiatives or pay
down debt.

= Increased Borrowing Capacity: As the cost of borrowing
decreases, businesses may find it easier to secure
loans, increasing their ability to invest in growth
initiatives, such as expanding operations, hiring new
employees, or acquiring new equipment.

Factors Affecting Business Loan Interest Rates

There are several factors that impact business loan interest
rates, some of which are discussed below:

= Economic Conditions: General economic factors 1like
inflation, repo and reverse repo rate set by the Reserve
Bank of India (RBI) can impact business loan rates.

- Type of Business: The industry and type of business can
influence interest rates, with some industries
considered riskier than others.

» Business Financials: The strength of your businesss
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financial performance, including revenue, profit, and
cash flow, can affect interest rates.

= Credit Score: A higher credit score of the applicant
often leads to lower interest rates, as it indicates a
lower risk for the lender.

 Loan Amount: Larger loan amounts may have slightly
higher interest rates due to the increased risk for the
lender.

- Repayment Tenure: Longer repayment terms can sometimes
result in higher interest rates.

» Collateral: Secured loans (with collateral) typically
have lower interest rates than unsecured loans.

- Relationship with the Lender: Existing relationships
with the lender can sometimes lead to more favourable
interest rates

Mitigating the Impact of Interest Rates on Business Loans

To mitigate the risk of business loan interest rate
fluctuations, consider the following:

- Choose the Right Loan Type: Consider fixed-rate loans,
which lock in a specific interest rate for the entire
loan term. This provides stability and predictability in
your monthly payments, regardless of market
fluctuations.

- Research Multiple Lenders: Dont rely solely on one
lender. Explore options from different financial

institutions to secure competitive rates and potentially
diversify risk.

» Accelerate Your Payments: When interest rates are low
for variable-rate loans, increase your monthly payments
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to pay off the loan faster, reducing the overall
interest burden.

 Opt for Debt Consolidation: If you have multiple loans,
consider consolidating them into a single loan with a
potentially lower interest rate.

Shriram Finance: A Reliable Partner for Business Growth

Shriram Finance, a leading NBFC, recognises the pivotal role
of interest rates in shaping the business landscape. The
company offers a range of financial solutions, including
business loans, designed to cater to the diverse needs of
Indian businesses.

Key Features and Benefits of Shriram Business Loan

Here are some of the most attractive features of Shriram
Business Loan:

- Flexible Loan Options: Shriram Finance provides both
secured and unsecured business loans starting from afj'l
Lakh*, offering flexibility to businesses of all sizes.

-Affordable Interest Rates: The company offers
competitive interest rates, starting from 10%* p.a.,
making it an attractive option for businesses seeking
affordable financing.

= Quick Approvals: Shriram Finance prioritises swift loan
approvals, ensuring timely access to funds.

- Easy Online Process: The company offers a seamless
online application and approval process, simplifying the
loan application process.

= Customizable Loan Tenures: Shriram Finance offers
flexible loan tenures ranging up to 48 months* for
unsecured loans and 84 months* for secured loans,
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allowing businesses to tailor repayment schedules to
their specific needs.

= Transparent EMI Calculator: The company provides a user-
friendly EMI calculator to help businesses estimate
their monthly repayments.

By offering these features and benefits, Shriram Finance
empowers businesses to navigate the complexities of the

interest rate environment and achieve their growth objectives.
Conclusion

While interest rates play a significant role in shaping the
business landscape, businesses can mitigate their impact by
partnering with reliable financial institutions like Shriram
Finance. By offering competitive interest rates, flexible
tenure options, and efficient processes, Shriram Finance 1is
committed to supporting the growth and development of Indian
businesses.

*Above mentioned loan amount, rates and tenure are as per the
company’s Digital Business Loan Policy

About Shriram Finance

Shriram Finance is a leading diversified financial services
company in India, offering a wide range of financial products
and services across consumer, wholesale, and business finance
segments. The company has a strong presence pan India with a
network of 3,149 branches and an employee strength of 77,764
with an AUM of Rs. 2,430,40 crores. With a focus on financial
inclusion and customer-centricity, Shriram Finance continues
to empower individuals and businesses to achieve their
financial goals.
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