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Sources of Finance: Bank Loans 

 

A bank loan is an amount of money borrowed for a set period within an agreed repayment schedule. The repayment 

amount will depend on the size and duration of the loan and the rate of interest. 

Many businesses use bank loans as a suitable part of their financial structure. In fact, bank loans tend to be more 

available for well-established and growing businesses rather than start-up businesses. 

The reason for this is risk banks prefer to loan to businesses with an established track record of profitability, which 

makes them more likely to be able to repay the loan and interest. 

If a bank loan can be obtained, then there are several advantages for a growing business : 

 

• The business is guaranteed the money for a certain period generally three to ten years (unless it breaches the 

loan condition) 

• Loans can be matched to the lifetime of the equipment or other assets the loan is for. 

 

•While interest must be paid on the loan, there is no need to provide the bank with a share in the business. 

•Interest rates may be fixed for the term, making it easier forecast interest payments. 

 

The main disadvantage of a bank loan is the security that usually has to be given to the bank over the assets of the 

business. The bank becomes a secured creditor with collateral over the business assets. If the business fails, then the 

bank has first call on what is left (before the shareholders). 

Another disadvantage of bank loan is it’s ralatively lack of flexibility. A growing business might take a loan out for 

£500,000 but finds it only needed £250,000. That means that interest is being paid on 

£250,000 of excess finance. 

 

1- Answer the following questions according to the text: 

 

a) On what relay the repayment sum ? 

  → 

b) To whom banks lend their funds ? 

→ 
 

c) Why banks prefer to loan to businesses with an established track record of profitability ? 

 
  →



 

2- According to the text, say if these statements are ‘’True’’ or ‘’False’’ . 

 

1-The repayment amount depend only on the duration.  

2-Bank loans are more accessible for new businesses. 

3-It is unnecessary to supply the bank with a dividend in the business.  

4-The lack of flexibility is measured as a benefit of a bank mortgage. 

3-Give synonyms and antonyms to the following words from the text : 

 

Increasing= ,Payback= 

 

Safety= ,Predict= 

 

Danger≠ ,Unable≠ 

 
Benefit≠ ,Falling≠ 

 

4-A) Match the following words in English with their proper definitions in French : 

 

Mortgage Calendrier de remboursement 

 

Bank loans Remboursement 

 

Repayment schedule Hypothèque 

 
Repayment Prêts bancaires 

 

B) Give a definition to this following words : 

1 Loss-Leader: 

 2Portfolio: 

 3Index: 

 4Yield: 
 

 

5-Transform the following active sentences into passive form : 

 

1- Many businesses took bank loans for their investments . 

 

→ 

2- Companies should respect the repayment schedule . 

 

→ 

3-I didn’t realize that somebody was recording our conversation. 

 

→ 

4-Why they destroyed it ? 

→ 
 


	Mouloud Mammeri University of Tizi-Ouzou Departement of Commercial Sciences
	Second year English Debts remedial exam 2021.
	1- Answer the following questions according to the text:

	→
	2- According to the text, say if these statements are ‘’True’’ or ‘’False’’ .
	3-Give synonyms and antonyms to the following words from the text :
	4-A) Match the following words in English with their proper definitions in French :
	5-Transform the following active sentences into passive form :


