
 

 

 

 QUESTION: – BANKING / GOVERNMENT APPLICATIONS 

Dear Mr. Khugan, 

My bank statements have been around RM 260,000 – 320,000 per month 

for the last few years till February this year. It was around 230,000 plus 

which is normal due to Chinese new year. Of course from March it was 

really bad due to MCO, however still around 130,000 plus. After MCO 

from May it is up to around RM 210,000 plus. I applied for loans in June 

and July, the banks rejected my loans saying that my business decline. 

What are they saying? The Government says they are helping to loan 

money to business in order to stop business decline, now bank say this, 

so what we are supposed to close the business is it? 

Thomas Cheng (MALAYSIA) 

THE ANSWER 

Dear Thomas, 

I can personally understand your frustration on the matter, as the first thing I tell my clients is that we 

need to understand the loan process as a whole. What do I mean by that? Well looking at your description 

above, I must say that the company’s financial performance looks pretty impressive during this Covid -

19 period. 

However, when we are dealing with financial institutions, there are a lot of factors that go into the 

process, of course the decline of the financial statements are a factor, however at this juncture, there must 

be more to it than just that reason. Some other reasons may be as follows: 

YOUR FINANCIAL SCORING – The Financial Institutions would 

always check your financial scoring, when processing a loan. What is a 

Financial Scoring? It is basically the financial guide to how your 

business is being operated, i.e your revenue against expenditure. For 

instance we take your figures above. Your yearly revenue should be in 

the region of RM 2.6 Million per year ( taken at averagely RM220,000 per month) which is a very decent 

turnover based on these current times.   

However, the scoring would look at your cost of goods and actual recorded profit at the end of the year. 

That figure should be comfortable to handle your DSR. 

YOUR DSR – The Financial Institution would always check your DSR, when processing a loan. What is 

a DSR? DSR means Debt Servicing Ratio. How does this come into place? Well as mentioned above, it 

comes down to what can you afford at the moment in terms of loans? Let us assume the following: 



Eg: Your Revenue for 2019 was RM 2.8 million 

Your recorded profit was RM 560,000  

Your current existing Liabilities (loans) is RM 480,000 

Which means that you have only RM 80,000 a year to 

service any new loans. Assuming you have applied for a RM 500,000 loan, and your monthly repayment 

is RM 8,800, your yearly repayment would be RM 105,600. Which based on your DSR, your company 

cannot support your current repayment of the applied loan.  

Therefore, when the Financial Institution told you about a business decline, they meant that not only is 

your DSR not enough to support the loan, but your reduction in revenue for 2020 would not be able to 

reach the previous RM 2.8 Million as was in 2019. Therefore, the risk parameters have been breached. 

CREDIT SCORE – This is another system that would be checked by all Financial Institutions, as in 

Malaysia it is the CCRIS and CTOS that would be checked to ensure that all your monthly  commitments 

are paid on time, if there are any lapses in the payments, it would drastically afffect your loan application 

as well. 

These are some of the reasons as to why perhaps your loans were rejected 

Thomas, the thing is these are the risk parameters of most Financial Institutions, 

especially in this Covid -19 Situation, as the Financial Institutions need to 

evaluate the risk of lending money out even more tightly now. 

WHAT IS THE SOLUTION FOR YOU? 

Well off my head, I can see that probably you could look at alternative financing methods to fund your 

business. There are other options such as: 

a) Trade Financing , b) Factoring,  c) Project Financing and other options 

The salient question is What Do You Need The Money For?? Most Business owners make the mistake of 

limiting themselves to Term Loans and Overdraft facilities only, which most times are expensive and 

puts undue strain on your profits. Once we know what you need, we can look at other  cheaper financing 

options. Give us a call and lets look into those options for you… Always remember…. 

“THE SURVIVAL OF YOUR COMPANY, IS THE SURVIVAL OF OUR ECONOMY.” 

Please feel free to Email to me personally during this troubled times at: askkhuganskb@gmail.com  

Visit us at : www.skbassociate.com 

Please WhatsApp your BUSINESS QUERIES to:  Tel    : 016 – 946 0208 

Till then please Stay Home and Stay Safe!!! 

S. KHUGAN 

GROUP MANAGING DIRECTOR 
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