
Learn if You Should Get A Holiday Loan?

Description

Whether there is a pandemic, families still want to celebrate the holidays with food and gifts.
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Holiday shopping isn’t likely to be a problem this year. According to Deloitte, retail sales are predicted
to climb by at least 1% in 2020. Despite this, millions of Americans have applied for unemployment,
had their hours slashed, or have been furloughed. These families, though, are still seeking ways to
make the holidays memorable. To accomplish so, people may check into holiday loans.

What Exactly Is a Holiday Loan?
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A holiday loan is an unsecured personal loan that you can use to make seasonal purchases such as
gifts for friends and family. You might also use this cash to cover additional holiday expenses such as
food and travel or to cover other costs if you are unable to work during this period.

A credit card or personal line of credit can also be used as a vacation loan. Still, the interest rates on
these products are typically greater than those on unsecured personal holiday loans.

How Do Vacation Loans Work?

Like many personal loans, unsecured loans are installment loans that you can take out and make
payments on for a predetermined period until they are fully returned. In addition, many banks, credit
unions, and internet lenders provide holiday loans, but they are often only available in the last couple
of months of the year.

Holiday loan levels and interest rates vary by institution, but they are typically low-dollar amounts of up
to $1,500 or $2,500. However, depending on your needs and qualifications, some lenders may offer
loans up to $5,000. Similarly, interest rates range from roughly 7.99 percent to 13.99 percent,
depending on the lender.

The terms vary depending on the institution, but many are short-term loans that can be repaid within a
year. As an added advantage, some lenders do not charge a prepayment penalty on vacation loans,
making it easier to pay off debt fast and without incurring additional expenses.

When Should You Get a Holiday Loan?

Holiday loans are exactly that: loans for the holidays. Unfortunately, many holiday loans are not
available all year and are only available near the end of the year. Some lenders, for example, do not
release Christmas loan offers until near Halloween and then discontinue them before the new year.

Because many people conduct most of their holiday shopping in November, you should start looking at
holiday loan choices in late October or early November.

If you’ve already finished your holiday shopping and want to avoid high-interest credit card debt, you
can consider getting a holiday loan. In this situation, you’d use a vacation loan to pay off your higher
rate credit card balances, giving you a single monthly payment on your holiday bills.

If you need a small amount of money to handle holiday gifts and expenses, a holiday-specific loan may
be right for you. Consider one if you can:

You have a good credit rating. A strong or exceptional credit score will earn you the best possible
interest rate. If you don’t have a stellar credit history, you may only be eligible for a high-interest rate,
which means you’ll have to spend even more to repay the loan.

You can repay the loan. Even if you don’t borrow money regularly, you should think about your ability
to repay a holiday loan. When assessing your application, a potential lender will not only consider your
debt-to-income ratio, but you need also consider how an additional monthly payment would fit into your
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budget. If you don’t have the money or don’t believe you will, a holiday loan may not be the best
solution for you.

You wish to combine your debts. For example, if you’ve already paid for your holiday purchases using
credit cards and want to reduce your interest payments, a holiday loan can assist. In this scenario, look
for a vacation loan with a lower interest rate than your existing credit cards, pay off those cards, and
then repay your holiday loan.

Different Types of Vacation Loans

There are several options for borrowing money to cover your holiday expenses:

Loans for Individuals

Personal loans are unsecured loans that allow you to borrow money for virtually any purpose. In the
case of holiday loans, you will use the funds to purchase holiday-related items. Suppose you have
strong or exceptional credit and can obtain a low-interest rate (often between 7.99 percent and 13.99
percent for a vacation loan). In that case, this may be a more cost-effective option than using credit
cards, which can carry interest rates of more than 20%.

Begin by contacting your bank to see if they provide personal loans to existing account holders. If your
bank does not offer holiday loans or the rates are too high, credit unions are an excellent option if you
need to borrow a small sum.

Cards de crédit

Credit cards provide holiday consumers with a rolling line of credit that can pay for anything from gifts
to a Thanksgiving turkey. This sort of holiday financing allows you to spend money up to a set amount
and then pay back your revolving credit line as you can. Unfortunately, credit cards usually have higher
interest rates than other types of holiday loans, making them one of the more expensive methods to
pay for your festivities.

If you can afford to pay off your entire credit card bill when it’s due, you’re essentially obtaining a loan
with no interest. However, if you need to make payments over a few months, the interest rates would
most certainly be greater than those offered for personal loans. If you cannot obtain a personal loan to
pay Christmas needs and already have credit cards, this may be your only option—but it may be the
most expensive.

Individual Credit Line

A line of credit is similar to a credit card in that it is a revolving credit line that allows you to borrow up
to a particular amount at any time and make payments on schedule. You can also use a personal
credit line in the same way that you would a personal loan. However, instead of receiving a flat
payment and repaying it in installments, you can withdraw what you need when you need it—up to a
certain amount, of course. Then, when further expenses accumulate, make payments on your
outstanding debt while still having the ability to borrow against your maximum.

COMPANY NAME
Address | Phone | Link | Email

default watermark

Page 4
Footer Tagline



What to Look for When Looking for a Holiday Loan

Consider the following variables while comparing holiday loan options:

Rates of interest Interest rates for holiday loans are typically lower than those on personal loans, credit
cards, and personal lines of credit. However, having stated that, you should weigh a variety of
possibilities before making a decision. Holiday loan interest rates normally range from 7.99 percent to
13.99 percent but are heavily influenced by the borrower’s credit score, income, and other
circumstances.

Terms of repayment Many holiday loans have 12-month payback terms, allowing you to spread
payments over the next year. While some lenders may offer lengthier repayment terms, this will
influence the total amount owed—the longer you make payments, the more interest you’ll pay. So even
if you take out a short-term loan, pay it off as quickly as possible to avoid paying more interest.

Fees. Keep an eye out for holiday loans that have origination costs or prepayment penalties. Is the
lender charging late fees as well? Is it possible to obtain a discount if you sign up for autopay? Even if
a lender offers competitive interest rates, consider other costs to see if you’ll wind up spending more in
the long run.

Prequalification. Many lenders allow prospective borrowers to fill out an initial loan application to check
whether they qualify for a personal loan. This procedure allows lenders to assess a borrower’s
demands and general creditworthiness based on a soft credit inquiry. As a result, prequalification
enables you to browse around for the best vacation loan rates without jeopardizing your credit score.
Once you’ve found a lender willing to work with you, you’ll submit a formal application and agree to a
rigorous credit check.

The Benefits and Drawbacks of Holiday Loans

Holiday loans aren’t for everyone, but depending on your circumstances, they could be useful.

Pros

You can borrow whatever you require. Because holiday loans are typically low-interest, you can borrow
only what you need while avoiding paying interest on a larger-than-necessary loan.

Interest rates should be reduced. Holiday loan interest rates are often lower than unsecured personal
loan interest rates.

In a few words. The majority of vacation loans have a 12-month repayment period. Furthermore, many
lenders do not impose prepayment penalties, so you can pay off your loan early without incurring
additional fees.

Cons

You will be charged more than your real holiday spending. Remember that borrowing money to pay for
the holidays entails paying the cost of products plus interest. If you use credit cards, your interest rates
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may be significantly higher than if you took out a personal loan.

Your credit score may suffer as a result. If you make late payments, do not make payments at all, or
default on your loan, your credit score may suffer, reducing your ability to borrow money in the future.

Alternatives to Holiday Loans

Consider alternatives to borrowing money with a holiday loan, such as: saving early. When the season
is over, begin saving for the holidays. Saving a small amount of money each month in a savings
account will help reduce the need to borrow money during the Christmas season.

You are purchasing all year round. Rather than buying all of your gifts at once, buy them throughout
the year as you find the greatest bargains.

Credit cards with cashback. You can also use cashback credit cards to help offset holiday spending.
However, you should only select this option if you can pay off your credit cards in full each month.
Otherwise, your interest rates will be significantly greater than those of personal loans.
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