Building a Relationship You Can Bank On

By David Lewis

Businessrelationshipsareimpor-
tant to overall business success, and
far too few borrowers continuein a
meaningful relaionshipwithther lender
after their loan has closed. In many
cases, an adversaria typerelationship
developsover time. A common per-
ception isthat bankers only want to
assist youwhen you don’t need them.
Mark Twainevensaid, “ A bankerisa
fellow who lends you his umbrella
when the sun isshining and wantsit
back when it startsto rain.” Proper
relationship management iscritical to
keeping you and your businessin a
position to gain assistance from your
banker whenitisneeded the most.

First, some background on
changesinthebankingindudry iscriti-
ca to understand theimportanceof re-
lationships. Thelow interest rateenvi-
ronment we haveall enjoyed recently
has been tough on the banking indus-
try. According tothe Federal Reserve,
in 1989 American householdsstored
on average 29 percent of their total
assetsin banks. Today that total has
fallentolessthan 16 percent. Banks
have struggledto maintaintheir iden-
tity inthefinancia marketplaceaswell
astheir profitability. Diversification,

mergers, and acquisitionshaveforever
changed the banking landscape. Do
not be surprised to find your lender
working for onebank thismonth, an-
other onethefollowing month, and a
different one six monthslater. Turn-
over of lending staff seemstobeat an
al timehigh. Findly, credit scoring has
taken much of thedecision making out
of thehandsof local lenders.

A responsive banker isacritical
elementinthesuccessof any business.
Managing thisrelationshipisnot diffi-
cult, but requiresaplanned effort in-
volvingthefollowing steps:
Establish a Personal Relation-
ship: The old axiom holds
true...peopledo businesswith people
they know. Invite the banker to your
businessand make sure he/sheunder-
stands how your businessfunctions.
L et him/her feel and touch your busi-
ness. Point out how certain aspects of
theoperationsof your businessaffect
your cashflow and capital needs. Treat
thebanker likeyou would treat one of
your best customers. Familiarity builds
trust.

Impresswith Financials& Knowl-
edge: Provideyour banker withregu-
lar properly prepared financia state-

ments. Discussthesewith thelender
to make sure he/sheinterpretsthem
correctly and isawarethat you arere-
viewingsuchinformationregularly and
haveagoodideaof what it showsyou
about your business. Typicaly, aquar-
terly vist with your banker whenyour
businessisdoing well isappropriate,
and if your businessisexperiencing
cash flow problems, you may want to
vigt moreoften.
Make Them Aware of Problems
Early: If you anticipate missing pay-
mentsor need additional capital, let
your lender know as quickly as pos-
sible. Keep your lender informed of
critical issuesthat may, or are, affect-
ing your business. Problemstend to
expand when not addressed quickly,
and bankershate surprises. If you ex-
plainyour situation and your future
prospectsfor repayment, youmay find
apositivereactionfromthelender.
Thefoundation of your banking
relationshipsisbuilt onthe premisethat
you need the banker and they need
you, and thereisamutual benefit to
each party. The banking industry is
changing radically, and you asabor-
rower can prosper inthisenvironment
withtheformulaoutlinedinthisarticle.

Takeaproactive approach to your re-
lationship with your lender and de-
velopit asoneof your most important
businessalliances.
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David Lewis is a business consultant
in the Brunswick office of the
Georgia SBDC Network. The
Georgia SBDC Network provides
business consulting, research, and
continuing education opportunities
to Georgia entrepreneurs.To locate
the office nearest you, call the state
office at 706-542-2762 or locate it
on the web at www.sbdc.uga.edu.



