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The Answer: How Soon Can You Refinance a 
Personal Loan 

Everyone wants their monetary well-being optimized. Refinancing personal loans is a 
powerful instrument to maximize your financial standing and beneficial ground. 

How soon can you refinance a personal loan? You can refinance your personal loan as soon 
as you start making the repayment. However, you must consider factors like the new loan's 
interest rate, payment terms, lender’s conditions, etc. Here, we explain the timeline for 
refinancing a personal loan, financial tips, and tricks. Also, a personal loan can be a 
variable or a fixed rate. 
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What is Refinancing of Personal Loan 

Refinancing a personal loan means paying your existing loan with a new one. The new loan 
you can take from your current lender or a different financial institution. The funds from 
this new loan are then used to pay off the remaining balance of your original or, to say, 
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previously taken loan to close the old loan account effectively. Also, learn the requirements 
for a personal loan. 

With this fresh loan comes new terms like revised interest rates, loan durations, and 
monthly payment amounts. Here, the primary motivation behind refinancing a personal 
loan is to save on existing loans. As a borrower, you have the flexibility and right to find 
new favorable opportunities with lower interest rates, monthly installments, etc.  

It's worth noting that while refinancing can offer financial benefits, it can also impact 
credit scores, depending on factors like credit inquiries and how the new loan is managed.  

Note: The most important thing is the rate difference between existing and new loans. 
Refinancing makes sense if the existing loan charges 8.9% P.A., and you find one with 7.9% 
P.A. 

How Soon Can You Refinance a Personal Loan 

You are eligible for refinancing whenever you can pay the monthly installment of the 
existing personal loan. It means after starting the repayments, you can get a refinancing. 
But the following factors matter in refurbishing a personal loan. 

Enhancing Credit Score 

Your creditworthiness matters a lot. It opens new opportunities to secure a more favorable 
interest rate for your personal loan. So, refinancing becomes advantageous. It facilitates 
consistent monthly payments and eliminates the risk of unforeseen cost escalations. 

Getting Rid of Unreasonable End Payment 

Some personal loans come with balloon payments at the end of your repayment period. It 
is disturbing. Refinancing offers a proactive solution to avoid such bad personal loan 
structures. 

Facing Challenges to Pay Monthly Installments 

There are times when your monthly income does not remain the same. Hence, you struggle 
with monthly installments of your existing loan. Following this, you need a more 
manageable monthly payment system.  

Therefore, refinancing helps pay your monthly installment per your income conditions. Say 
you cannot support a monthly payment of $5,000 but only a $3,200 installment. Then, you 

https://docs.google.com/document/d/1hLl9j5qGQIQxbGryIRuxAzN-RhzCAtXIfWjeQmKI-_k/edit
https://docs.google.com/document/d/1hLl9j5qGQIQxbGryIRuxAzN-RhzCAtXIfWjeQmKI-_k/edit
https://www.youtube.com/watch?v=0l4BAVZoI0k


must choose refinancing. Also, the refinanced loan offers an extended repayment term to 
make your financial life easier. 

Getting Rid of Old Loans Faster 

Refinancing is a good solution if your financial status has changed and your monthly 
payment capacity has increased. Fast loan payoff will benefit you by shortening the 
repayment timeline. Thus, you can save money on overall interest costs. It will accelerate 
your financial freedom. 

Fees Affordability 

Fees associated with personal loans ruin a chunk of your wealth. This tiny amount is 
unnoticeable but accumulates over time to a huge figure. So, check how much you are 
spending on fees for your existing loan. And if you find a new loan with smaller fees, take 
this windfall opportunity. 

Getting a Larger Loan 

Time and needs will change your financial status. So, your current loan cannot meet your 
financial requirements. For instance, your loan amount is $1,200,000, but now you need $ 
3,108,000. Hence, your existing loan is insufficient. In this case, a larger loan or 
refinancing is the solution. 

How to Get a Personal Loan Refinanced 

The following is the stepwise process for refinancing the personal loan. 

Step 01: First, calculate the new loan you need to repay the old loan. Also, count the fees of 
the new loan and if there is any penalty for the old loan's refinancing. 

Step 02: Assess your credit report and score before actively searching for a new loan. 
Remember, lenders typically advertise their most competitive rates for borrowers with 
excellent records. If your credit score is less than exceptional, you may not qualify for the 
advertised rate. 

Step 03: Compare rates and terms. Prequalify with multiple lenders to explore various 
personal loan offers available for you.  

Step 04: Submit your loan application once you have pinpointed the most suitable loan 
offer to meet your needs. Now, complete the loan application. Arrange and provide all 
supporting documents like personal identification, Social Security details, pay stubs, etc. 
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Step 05: While some lenders might deposit the funds from your personal loan directly into 
your account, others could settle your initial loan on your behalf. This approach qualifies 
you for potential interest rate reductions. So, you better review the loan terms 
meticulously before making a decision. Additionally, we recommend monitoring your 
account to verify the closure of your initial loan. So, no outstanding balances or additional 
fees linger. 

Step 06: Start with the repayment for the new loan. We advise you to set up the automatic 
repayment option. 

Negative Sides of Refinancing Personal Loan 

Along with the benefits, there are some cons of refinancing the personal loan. Below is the 
list. 

●​ You may have to pay a financial penalty to the first lender. 
●​ There might be a higher originator fee applicable for the new loan. 
●​ Refinancing the loan might decrease the monthly payment, but in some cases, you 

might pay higher interest rates. 
●​ If there is any inquiry on your credit report from the old lender, it might negatively 

impact your overall credit score. 

Final Words 

The timing of refinancing a personal loan must be a well-thought decision. You must 
consider various financial factors and personal circumstances.  

A wise move can offer significant financial benefits whether you want to lower your 
interest rates, reduce monthly payments, or change the terms of your loan. We hope our 
“How soon can you refinance a personal loan” guide will help you streamline the process. 

However, remember that the ideal time to refinance depends on factors like your 
creditworthiness, current interest rates, and the terms of your existing loan. Moreover, be 
mindful of your financial goals: saving money, managing monthly expenses, or paying off 
your loan faster. Learn the personal loan approval process as well. 
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