
owner	
  goes	
  bad)	
  or	
  lending	
  capital	
  to	
  a	
  high-­‐risk	
  borrower	
  (when	
  the	
  business	
  goes	
  bad,	
  but	
  the	
  owner	
  
stays	
  good).	
  Those	
  creditors	
  that	
  understand	
  the	
  slight	
  variances	
  between	
  a	
  business-­‐owner’s	
  credit	
  file	
  
and	
  a	
  business’s	
  credit	
  file	
  have	
  an	
  advantage	
  when	
  evaluating	
  credit	
  risk.	
  
	
  

	
  
	
  
Additionally,	
  in	
  16	
  percent	
  of	
  the	
  cases	
  analyzed,	
  the	
  business-­‐owner’s	
  consumer	
  credit	
  profile	
  and	
  the	
  
business’s	
  credit	
  profile	
  were	
  not	
  aligned.	
  For	
  example,	
  in	
  9	
  percent	
  of	
  cases,	
  when	
  the	
  business	
  profile	
  
became	
  bad,	
  the	
  owner’s	
  profile	
  still	
  remained	
  good.	
  Conversely,	
  in	
  the	
  remaining	
  7	
  percent	
  of	
  credit	
  
profiles	
  studied,	
  the	
  business’s	
  credit	
  remained	
  strong,	
  even	
  while	
  the	
  owner’s	
  credit	
  deteriorated.	
  
	
  
An	
  early-­‐warning	
  alert	
  system	
  
Another	
  notable	
  reason	
  why	
  it’s	
  important	
  to	
  examine	
  both	
  a	
  business	
  credit	
  profile	
  as	
  well	
  as	
  the	
  
business	
  owner’s	
  is	
  that	
  at	
  times	
  a	
  creditor	
  can	
  get	
  an	
  early	
  indication	
  that	
  both	
  credit	
  profiles	
  may	
  go	
  
bad.	
  This	
  is	
  understandable	
  as	
  many	
  small-­‐business	
  owners	
  will	
  begin	
  to	
  rely	
  on	
  their	
  personal	
  credit	
  to	
  
help	
  keep	
  the	
  business	
  going	
  during	
  troubled	
  times,	
  or	
  conversely,	
  they	
  may	
  choose	
  to	
  tap	
  into	
  their	
  
small-­‐business	
  credit	
  to	
  address	
  consumer	
  credit	
  shortfalls.	
  The	
  lag	
  time	
  between	
  the	
  two	
  can	
  be	
  
substantial,	
  and	
  having	
  access	
  to	
  both	
  scores	
  (or	
  to	
  a	
  blended	
  score)	
  offers	
  lenders	
  an	
  earlier	
  
opportunity	
  to	
  intervene	
  when	
  necessary	
  or	
  take	
  preemptive	
  measures	
  as	
  appropriate.	
  
	
  
For	
  example,	
  let’s	
  take	
  the	
  5	
  percent	
  of	
  cases	
  when	
  both	
  the	
  business’s	
  and	
  the	
  business	
  owner’s	
  credit	
  
profiles	
  went	
  bad.	
  In	
  these	
  cases,	
  the	
  study	
  found	
  there	
  was	
  an	
  advantage	
  to	
  using	
  the	
  business-­‐owner’s	
  
consumer	
  profile.	
  In	
  74	
  percent	
  of	
  the	
  cases	
  where	
  both	
  profiles	
  became	
  derogatory,	
  the	
  owner’s	
  profile	
  
went	
  bad	
  prior	
  to	
  the	
  business,	
  indicating	
  that	
  credit	
  grantors	
  need	
  to	
  be	
  particularly	
  vigilant	
  of	
  their	
  
extension	
  to	
  that	
  business	
  for	
  the	
  next	
  18	
  months.	
  However,	
  while	
  the	
  owner’s	
  consumer	
  credit	
  report	
  
can	
  be	
  a	
  leading	
  indicator	
  when	
  both	
  profiles	
  go	
  bad,	
  the	
  business’s	
  credit	
  profile	
  can	
  also	
  be	
  a	
  leading	
  
prognosticator	
  of	
  risk.	
  In	
  the	
  remaining	
  26	
  percent	
  of	
  cases,	
  a	
  small	
  business	
  begins	
  to	
  show	
  signs	
  of	
  
financial	
  hardship	
  before	
  there	
  is	
  any	
  indication	
  on	
  the	
  owner’s	
  consumer	
  profile.	
  
	
  


