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The process of merging all personal debts together into one single debt, generally at a lower interest
rate is called Debt Consolidation loan. It has become a much admired option since it makes it easy
for a debtor to make just one payment rather than remembering to pay various payments like credit
cards, education loan, home mortgages, store credit etc. A person having a fixed salary having to
payback number of loans should certainly go for a solo lower payment each month over a longer
period of time.

Debt Consolidation loan are of two types - secured and unsecured loan. In secured loan, a valuable
asset has to be placed as security against the advance. Valuable asset can be a real estate, plot of
land, gold or even a car. The loan is given at a lower rate of interest. The amount of loan offered will
be higher as compared to unsecured loan. Further, the repayment tenure is longer.

In second type of advance i.e. unsecured loan, there in no need to provide collateral. A major plus
point is that a debtor is not at the risk of losing his property if the loan is not paid on time.
Conversely, interest rates are higher. This alternative is beneficial when the outstanding amount is
not very big and it can be paid back within few years.

Debt consolidation advances helps liberate a borrower faster. This is because of lesser number of
payments at lower interest rates. It also helps to save money and dealing with number of finance
providers is avoided.

Exploring the internet will aid in finding loan lenders offering loan at cheaper rate. Interest rates also
depend on debt amount, loan term and whether it is fixed or variable rate. Interest rates also depend
on the credit history of an applicant. Having a good credit record will fetch you a cheap debt
consolidation loan. Individuals having bad credit score too can get this loan though at a higher
interest rate.

Negative credit holder wanting to reduce interest rate can go in for secured loans. Nonetheless, if he
is unable to provide collateral then the loan company will ask unsecured loan seeker with poor credit
to prove his repayment capacity.
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