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Why Business Loans Get Denied
The ten reasons behind nearly every "no" — with the Federal Reserve numbers, the underwriter’s logic,
and the exact fix for each. Prepared by the AXIS desk · August 2026.
Roughly 4 in 10 small-business applications are denied each year; large banks decline about 46% outright, and 43% of
applicants do not receive the full amount requested. Nearly every one of those denials traces to the ten reasons below
— and every one of them is knowable in advance.

01 · Weak or thin credit — personal or business
CITED IN ~45% OF DENIALS (FED SMALL BUSINESS CREDIT SURVEY) · SUB-650 FILES SEE 70–80% BANK DENIAL
RATES

The underwriter’s read: Lenders read your score as a repayment forecast. Most owners are judged on a personal
score they have never optimized and a business file they never knew existed.

How to beat it: Pay revolving utilization under 30% (under 10% is optimal), dispute errors, open 3–4 reporting
business tradelines (net-30 suppliers, fuel cards), and give it two statement cycles. The points are cheapest here.

02 · Insufficient cash flow or coverage
CITED BY ~33% OF DENIED APPLICANTS · THE 1.25× DSCR STANDARD GOVERNS

The underwriter’s read: Lenders divide what you earn by what you owe monthly. Below roughly 1.25× coverage, the
file prices badly or dies, whatever the credit score says.

How to beat it: Know your DSCR before applying: (monthly net income + debt service) ÷ debt service. Below 1.25×,
pay down or consolidate positions first, or right-size the request.

How AXIS handles it: AXIS computes your true DSCR from your filed P&L; and debt schedule and gates each program honestly.

03 · Weak borrower financials — the equity read
BORROWER FINANCIALS: THE #1 CITED FACTOR AT ~68% (FED SMALL BUSINESS LENDING STUDY)

The underwriter’s read: Negative balance-sheet equity (liabilities over assets) reads as insolvency. Many owners have
never computed their own equity line.

How to beat it: Assets minus liabilities must be positive and ideally growing. Retain earnings, pay down principal, or
document an owner injection before you apply.

How AXIS handles it: AXIS scans your balance sheet, computes equity, and flags an insolvency read before an underwriter ever
does.

04 · Too much existing debt — position stacking
HIGH EXISTING DEBT LOAD IS A TOP-FIVE FACTOR IN EVERY LENDER SURVEY

The underwriter’s read: Daily and weekly ACH debits are visible in sixty seconds of statement review. Undisclosed
positions end conversations; stacked positions end options.

How to beat it: Disclose everything, always. Two or more active advances usually means consolidate before you
apply, not after you are declined.

How AXIS handles it: Your AXIS debt schedule feeds the score directly — filed debt is verified debt, and disclosure earns points.

05 · Collateral shortfall
CITED BY ~36% OF DENIED APPLICANTS

The underwriter’s read: Banks are secured lenders first. No pledgeable assets narrows you to cash-flow products —
which then judge you on reasons 2 and 4.

How to beat it: Inventory equipment and receivables you do have; consider equipment financing (the asset carries
the deal) or AR facilities (your invoices are the collateral).

How AXIS handles it: The AXIS Score(TM) identifies credit-readiness gaps from the information in your file. Separate credit
verification, when needed, requires authorization.
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How AXIS handles it: AXIS matches you to the doors your actual assets open — including AR and PO financing most owners never
hear about.

06 · Too little time in business
BUSINESSES UNDER 2 YEARS FACE THE HIGHEST DENIAL RATES IN THE FED SURVEY

The underwriter’s read: Two years is the working gate for term products; three-plus for CRE. Under that, you are in a
different product set, not out of options.

How to beat it: Do not burn inquiries on products that gate you out. Revenue-based, LOC, and equipment doors
open as early as 1–6 months in.

How AXIS handles it: The AXIS report shows which doors are open today and dates the ones that open with time.

07 · Incomplete or inconsistent documentation
A LEADING PREVENTABLE CAUSE — SIGNALS DISORGANIZATION AND RISK

The underwriter’s read: Mismatched names, missing statements, and stale financials stall files and invite deeper
scrutiny. Consistency is credibility.

How to beat it: One legal name everywhere. Four months of statements, filed return, YTD P&L; and balance sheet,
and a complete debt schedule — dated and reconciled.

How AXIS handles it: The AXIS vault checklists every document, dates every upload, and cross-checks the file for consistency.

08 · Derogatory history — liens, judgments, defaults
TAX LIENS AND UCC FILINGS SURFACE IN EVERY BACKGROUND CHECK

The underwriter’s read: Bankruptcies, tax liens, judgments, and prior defaults are public and permanent-ish. Hiding
them is fatal; contextualizing them is survivable.

How to beat it: Resolve what you can, document payment plans, and disclose proactively with a one-paragraph
explanation and cure evidence.

How AXIS handles it: Your AXIS desk packages derogatories with context before submission — the difference between a red flag
and a footnote.

09 · Applying to the wrong lender
MISMATCHED APPLICATIONS WASTE INQUIRIES AND STACK DECLINES

10 · Industry, concentration, and trend risk
RESTRICTED-INDUSTRY LISTS AND DECLINING REVENUE ARE QUIET KILLERS

The underwriter’s read: Some industries carry surcharges or bans; declining revenue outweighs its size; one customer
at 60% of sales reads as fragility.

How to beat it: Know your NAICS treatment, stabilize the trend before applying, and diversify or contract-lock
concentrated revenue.

How AXIS handles it: The AXIS engine weighs trend and industry the way lenders do — and times your application to your strongest
window.

The pattern behind all ten
Every reason on this list is visible before you apply — in your credit files, your bank statements, your balance sheet, and
your debt schedule. Lenders will read them in minutes. The owners who get funded are simply the ones who read them

The underwriter's read: Every lender has a box. Applying outside it can waste time, add unnecessary inquiries where a lender
requires them, and create avoidable declines. The better approach is to match the file before formal submission.

How AXIS handles it: AXIS matches the prepared file to relevant capital sources and coordinates submissions deliberately.
Credit-inquiry requirements vary by lender and formal application.
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first. That is the entire premise of the Business Financing Action Plan™: your file, scored the way an underwriter scores
it, every gap named with your own numbers, and the sequence that closes them — before a single application moves.
Start at axisfinancialpartners.com.


