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DEBT CONSOLIDATION

The process of combining all of your outstanding debts into one loan

Debt consolidation is the process of combining all of your outstanding debts into one loan, with the ultimate
goal of paying off your debts with a lower interest rate. Consolidating loans works for some people and
doesnt for others; it depends entirely on your financial situation.

If it means that you will pay less in fees and interest then
it could be an appropriate solution for you. If it’s just a
short-term fix and you can’t meet the repayments in the

long term, then you may want to consider other solutions.

This is normally carried out in two different ways: a
secured loan or using an unsecured debt management
plan. A secured debt consolidation loan may be offered
to you at a low interest rate as the loan is secured
against your house. Although the loan is secure, you are
permitted to pay unsecured debt with it, such as loans,
credit card bills, store cards and overdrafts.

It is important to consider that if you do not keep up to
date with the loan repayments, your home could be at
risk of repossession.

POTENTIAL PROS AND CONS
The pros:
B Debt consolidation loans usually have a lower interest

rate and tend to be spread over a longer period, so
your weekly or monthly payments are smaller.

B Debt consolidation can make budgeting easier
because you only have to manage one loan.

B You will often pay a lower interest rate with a consolidation
loan than you will with hire purchase and credit card debt.

B However, debt consolidation won’t solve your
problems if you continue to take on new debt. It takes
discipline — your focus needs to be on getting rid of
your existing debt rather than adding to it.

B If you need to borrow to make ends meet or can’t
resist the temptation of easy credit, you should seek
professional advice and help.

The Cons:

B Consolidating or refinancing loans can work if it means
you will pay less in fees and interest. But there are risks.

B |t may be a short-term fix if you can’t meet the
repayments on the new loan.

B Lower repayments but over a longer term can add to the
overall cost because you're paying interest for longer.

B There can be extra fees and charges including fees
for alterations, late payments and payment defaults.
You could even be charged for paying off your existing
loans early.
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B Find out the total cost of consolidating before you
proceed. Shop around and make sure you read all the
small print.

B Once your current debts are cleared, avoid the
temptation to keep on spending and get further into
debt.

INCREASING YOUR MORTGAGE

If you own your own home, an alternative option to
consider could be extending your mortgage to cover all
your debts. If you have a number of loans that charge
high interest rates, it could be cheaper to pay them off by
increasing your mortgage.

To make this work, you’ll need to increase your mortgage
repayments so the date you will pay off your mortgage
stays the same. However, remember that because you're
paying the new lending off over a longer period, the total
you’ll pay back will be higher.

Ideally, if you can, you’ll make your repayments the same
as the total repayments you were making on all your
loans. But because mortgage interest rates are lower,
you’ll pay the total off quicker.

SOUTHERN REGION

PROFESSIONAL FINANCIAL
ADVICE YOU CAN TRUST

There is no need to spend hours searching mortgage comparison sites —
we'll give you whole of market independent advice. Simply contact us now
by phone or by email and one of our experienced advisers will be happy to
help. We look forward to hearing from you.

This factsheet relates to England and Wales. Information
is based on our current understanding of taxation
legislation and regulations. Any levels and bases of and
reliefs from taxation are subject to change. Tax treatment
is based on individual circumstances and may be subject
to change in the future. Although endeavours have

been made to provide accurate and timely information,
we cannot guarantee that such information is accurate
as of the date it is received or that it will continue to be
accurate in the future. No individual or company should
act upon such information without receiving appropriate
professional advice after a thorough review of their
particular situation. We cannot accept responsibility for
any loss as a result of acts or omissions.

YOUR HOME MAY BE AT RISK IF YOU DO NOT KEEP UP
REPAYMENTS ON YOUR MORTGAGE OR ANY OTHER
DEBT SECURED ON IT.
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