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Affordable financing is not just a function of finding the lowest advertised rate. It is a function of
presenting the strongest possible financial profile to lenders, understanding the full cost structure of
any offer, and making choices about loan terms and structure that minimize the total cost of
borrowing. These six factors address both the application side and the evaluation side of securing
affordable financing.

1. Your Credit Score at the Time of Application

The credit score the lender sees when they pull your report is what determines which rate tier you
fall into, not a historical average or the score you saw six months ago. If your score has improved
recently, confirming that improvement is reflected in your current report before applying ensures
you are being evaluated on your actual current profile. If it has declined, understanding why and
addressing the cause before applying may produce a meaningfully better rate.

2. The Comparison Between Rate and APR

The interest rate and the annual percentage rate on a loan are different numbers that tell you
different things. The rate determines how interest accrues on the outstanding balance. The APR
incorporates the rate plus any fees, expressed as an annual percentage that represents the true total
cost of borrowing. A loan with alower rate but a significant origination fee can have a higher APR
than one with a slightly higher rate and no fees, which makes it the more expensive option despite
the lower rate headline.

3. Is Getting a Personal Loan Worth [t?

Whether a personal 1oan makes financial sense depends on how the rate compares to the aternative
use of the borrowed funds or the cost of the debt being replaced. SoFi’s low interest loan options
allow you to check your rate without affecting your credit score, which gives you the information
needed to evaluate whether the loan makes financial sense before committing to the application.
For debt consolidation, the comparison is between the personal |oan rate and the weighted average
rate on the debts being consolidated. For a purchase, the comparison is between the total cost of
financing and the value of having the purchase now rather than saving up for it.

4. The Total Cost Over the Full Loan Term
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The monthly payment is the number most borrowers focus on during loan evaluation, but the total
interest paid over the full loan term is the number that represents what the borrowing actually
costs. Two loans with the same monthly payment but different terms and rates can have very
different total costs, and understanding the total cost before committing prevents the common
experience of discovering it only after the loan is funded.

5. The Fees Beyond the Interest Rate

Origination fees, prepayment penalties, and late fees all add to the cost of aloan beyond the stated
interest rate. Origination fees that are deducted from the disbursement mean you receive less than
the full loan amount while paying interest on the full amount. Prepayment penalties eliminate the
benefit of paying off the loan early. Late fees add cost at the moments of financial stress when you
are least able to absorb them. Understanding the full fee structure of any loan offer before
accepting it produces a more accurate cost evaluation.

6. Your Existing Debt Obligations and Their Rates

The value of new financing is always relative to the alternatives. A personal loan at eight percent
makes sense if it is replacing credit card debt at twenty percent. It makes less sense if the existing
debt is already at alower rate. Mapping out your current debt obligations, their balances, and their
rates before evaluating new financing options gives you the context to assess whether the new
financing genuinely improves your financial position or ssmply reorganizesiit.
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