Sources of finance – gap fill
Instructions: Fill in yellow gaps
 (
2-4 years
5+ years
under 1 year
Bank overdraft
trade credit
government loans
venture capital loans
sale of shares
leasing
   
owners
 savings
reinvested profits
bank term loan
)




	
Short term (                                   )


	

	Allowing the firms bank account to go into the red up to an agreed limit. Flexible and easy to arrange but interest charges are high.

	

	
Suppliers agree to accept cash payment at a given date in the future. Failure to pay on time can present problems for future orders.



	
Medium term (                                    )


	

	Banks lend sums of capital often at a fixed rate of interest, to be repaid over a fixed period. 

	

	Firms sign a contract to pay a rental fee to the owner of an asset in return for the use of that asset over a period of (usually) 2-4 years.



	
Long term (                                    )


	

	They will be interest free but will be lost if the business fails. 

	

	Private and public limited companies can sell shares in the ownership of the company. In return shareholders can gain a say in how the firm is run and are entitled to a share of the profits.

	

	This form of finance is good because there are no interest payments to be made.

	

	These specialist providers of risk capital can provide large sums, usually partly loan capital and partly share capital.

	

	Although much paperwork is involved and only some firms are eligible,  these are an excellent source of funds but only 3% of finance stems from this source.



