PERSONAL LOAN ELIGIBILITY CRITERIA

To qualify for a personal loan in India, borrowers must meet specific eligibility requirements that lenders
use to assess creditworthiness and repayment capacity.

Age Requirements

Applicants must be between 21 and 60 years old for most personal loan products. However, some lenders
extend eligibility up to 68 years depending on employment type and tenure remaining. At loan maturity,
borrowers should typically be below 65-70 years of age, with the exact limit varying by lender and
customer profile.

Citizenship and Residency

You must be an Indian citizen, preferably a resident of India for personal loan eligibility. Non-resident
Indians (NRIs) may face restrictions or require additional documentation, depending on individual lender
policies.

Employment Status

Both salaried employees and self-employed professionals are eligible for personal loans. Salaried
applicants must be employed with public sector undertakings, private limited companies, or multinational
corporations. Self-employed individuals, business owners, and professionals such as doctors and
consultants are also considered eligible.

Minimum Employment Duration

Salaried applicants must have at least 2 years of total employment experience, with a minimum of 1 year
in the current position. For self-employed individuals and business owners, the business should be
operational for at least 2-5 years depending on the lender, demonstrating business stability and continuity.

Minimum Income Requirements

The minimum net monthly income requirement typically ranges from Rs. 5,000 to Rs. 25,000, depending
on the lender and loan amount. For HDFC Bank, the minimum monthly income is Rs. 25,000 for loans up
to Rs. 30 lakh. Income requirements vary significantly across lenders and are adjusted based on property
ownership, geographic location, and employer reputation.

Credit Score

A CIBIL credit score of 650 or higher is generally the minimum threshold for approval, though 750 and
above is preferred. Borrowers with excellent credit scores (800+) qualify for the lowest interest rates and
highest loan amounts. Scores between 650-750 may result in higher interest rates or lower loan eligibility.
Scores below 650 face rejection from most traditional lenders, though some NBFCs cater to lower credit
score borrowers at higher rates.

Debt-to-Income Ratio

Lenders assess the Fixed Obligation to Income Ratio (FOIR), ensuring that total monthly obligations
(including new loan EMI) don't exceed 50-60% of your gross monthly income. This metric ensures you
have sufficient disposable income for loan repayment alongside existing obligations.



Loan Amount and Eligibility

Personal loan amounts typically range from Rs. 10,000 to Rs. 55 lakh depending on income, credit score,
and employment stability. Most lenders base maximum loan eligibility on monthly income multiplied by
a factor ranging from 10x to 30x, adjusted for existing liabilities and credit profile.

Employer Reputation

Banks prefer applicants employed with established, reputable employers, multinational corporations, or
government organizations. Employment with smaller, unregistered, or unstable organizations may result
in loan rejection or unfavorable terms.

Documents Required for Personal Loan Application

Personal loan documentation is straightforward compared to secured loans, requiring primarily identity
verification, income proof, and employment confirmation. Here's a comprehensive categorized checklist.

Know Your Customer (KYC) Documents
Essential identity verification documents include:
e PAN Card (mandatory for all applicants)
e Aadhaar Card
e Passport
e Voter ID
e Driving License
e National Population Register Letter

¢ NREGA Job Card

Identity and Address Proof
Additional documentation establishing identity and current residential address:
e Updated Aadhaar Card with current address
o Utility bills (electricity, gas, water — not older than 3 months)
e Telephone bills
e Rental agreement (if renting)
¢ Bank statements showing residential address
e Piped gas bills

e Property tax or municipal receipts.



Employment and Income Proof for Salaried Applicants
Salaried employees must provide:

e Latest 3-6 months of salary slips

e Form 16 from the past 2 years

¢ Employment confirmation letter or appointment letter

e Employee ID card

e Bank statements for the last 6 months showing regular salary deposits

e Letter of allotment of accommodation issued by employer (if applicable)

e Continuous Discharge Certificate (for seafarers)

e Copy of valid passport and visa (if working overseas)

o Employer contact details for verification

Income Proof for Self-Employed and Business Owners
Self-employed professionals and business owners should provide:

e Income Tax Returns (ITR) for the last 2 years with computation of income

e Profit & Loss statements and balance sheets

e CA-attested financial statements and certificates

e Tax audit reports (if applicable)

e Business registration certificate or license

e Professional practice license (doctors, consultants, lawyers, etc.)

e Partnership deed (if applicable)

e Articles of Association and Memorandum (for companies)

e Latest bank statements for the past 6 months

Personal Documentation

Other essential documents required:
e Recent passport-sized photographs (2-4)
e Bank account details and account opening statement
e Existing loan and credit card details

e PAN Card copy



e Proof of continuity of employment or business
Optional/Additional Documents
Some lenders may request additional documentation for verification:
e Previous employer letters
e Salary revision letters
e Promotion letters
e Loan statements from other financial institutions

e Credit card statements (to assess existing debt)

Current Personal Loan Interest Rates (Fy 2025-2026)

Bank Interest Rate Range
Central Bank of India 9.90% - 11.80%
Bank of Maharashtra 9.00% - 13.80%
Canara Bank 9.95% - 15.40%
Punjab & Sind Bank 9.85% - 12.90%
State Bank of India (SBI) 10.05% - 15.05%
Union Bank of India 10.35% - 14.45%
Indian Overseas Bank 10.50% onwards
UCO Bank 10.20% - 13.45%
Bank of Baroda 10.40% - 18.10%




Bank Interest Rate Range

Punjab National Bank 10.50% - 17.05%
Bank of India 11.10% - 16.15%
Federal Bank 12.00% - 19.50%

Personal loan interest rates vary significantly based on credit score, loan amount, employment type, and
lender policies. Here's a comprehensive overview of rates from major banks and financial institutions.

Public Sector Banks

Public sector banks typically offer competitive rates for customers with stable employment and good
credit profiles:

Private Sector Banks

Private banks charge competitive rates for strong credit profiles but offer higher convenience and faster
processing:

Bank Interest Rate Range
Kotak Mahindra Bank 10.99% - 17.20%
HDFC Bank 9.99% - 24%

HSBC Bank 10.15% onwards
ICICI Bank 10.45% - 16.50%
IndusInd Bank 10.35% - 16.50%
IDFC FIRST Bank 9.99% p.a. onwards
YES Bank 13.00% - 16.00%




Non-Banking Financial Companies (NBFCs)

NBFCs offer loans to borrowers with lower credit scores or non-traditional employment, though at higher
rates:

Institution Interest Rate Range
Tata Capital 11.99% - 13.99%
Aditya Birla Finance 10.99% p.a. onwards
L&T Finance 11.00% p.a. onwards
Mahindra Finance 8.00% - 25.00%
Muthoot Finance 14.00% - 22.00%
Mannapuram Finance 20.00% onwards
HDB Financial Services 10.00% - 35.00%
Shriram Finance 11.00% - 42.00%
Cholamandalam IFC 10.00% - 28.00%
IIFL Finance 12.75% - 44.00%
Piramal Finance 12.90% p.a. onwards
Poonawalla Fincorp 18.00% - 36.00% p.a.
Moneyview 14.00% - 36.00% p.a.
Hero Fincorp 19.75% - 30.00% p.a.




Institution Interest Rate Range

Dhani Loans & Services 13.99% onwards

Factors Affecting Interest Rates

Interest rates are primarily determined by:

Credit Score: Higher scores (800+) attract lowest rates; scores below 650 face rejection or higher
rates

Loan Amount: Larger loan amounts may qualify for marginally lower rates due to economies of
scale

Employment Stability: Salaried individuals with established employers get better rates than self-
employed borrowers

Existing Liabilities: Lower debt burden improves interest rate offered
Employer Type: Government employees and MNC employees typically receive preferential rates

Processing Fees: Range from 0.5% to 4% of loan amount (varies by lender), plus 18% GST on
fees

Understanding Processing Fees and Hidden Charges

Processing Fee

The processing fee is a one-time, non-refundable charge levied during loan approval, typically ranging
from 0.5% to 4% of the total loan amount depending on the lender and borrower profile. For example, on
a Rs. 5 lakh personal loan with 6% processing fee, you pay Rs. 30,000 plus 18% GST (Rs. 5,400),
receiving Rs. 4,64,600 in your account. Processing fees are strictly non-refundable, even if the loan
application is canceled.

Other Hidden Charges

Additional charges borrowers should be aware of include:

Late Payment Charges: 2-4% per month penalty on outstanding balance if EMI is delayed

Documentation and Verification Fees: Minor charges for legal checks and background
verification

GST on All Fees: 18% GST applies to all fee-related charges

Prepayment and Foreclosure Charges: Though RBI has introduced new guidelines limiting these
charges from January 1, 2026




Smart Tips to Repay Your Personal Loan Easily

Repaying a personal loan efficiently requires strategic planning and disciplined financial management.
Implementing these proven strategies can significantly reduce your interest burden and achieve faster loan
closure.

1. Make Overpayments on the Principal Amount

In the initial loan months, a large portion of your EMI goes toward interest rather than principal. Making
extra payments beyond your regular EMI directly reduces the outstanding principal, minimizing total
interest and accelerating loan closure. For instance, if your EMI capacity is Rs. 30,000 but your actual
EMI is Rs. 26,654, paying the extra Rs. 3,346 monthly significantly reduces your loan tenure and interest
burden.

2. Use Bonuses and Extra Income for Lump-Sum Payments

Whenever you receive unexpected income such as performance bonuses, gifts, tax refunds, or side gig
earnings, allocate a portion toward loan prepayment. This practice immediately reduces outstanding
principal and lowers total interest payable. Many lenders, including HDFC, ICICI, and Yes Bank, allow
prepayments after a few months without penalties on floating-rate loans.

3. Opt for a Shorter Loan Tenure

While longer tenures offer lower monthly EMlIs, shorter tenures dramatically reduce total interest burden.
Comparing a 3-year vs. 5-year tenure on a Rs. 3 lakh personal loan at 12% interest: 3-year tenure requires
Rs. 1,08,287 in total interest; 5-year tenure requires Rs. 1,45,428 in total interest—a difference of Rs.
37,141. Choose the shortest tenure your budget allows.

4. Refinance at Lower Interest Rates

Monitor market interest rates and consider balance transferring your loan to a lender offering significantly
lower rates. For example, transferring from 15% to 11% interest rates can save lakhs over the loan tenure.
However, account for processing fees and switching costs in your calculation. Many banks offer minimal

processing fees for balance transfers to attract new customers.

5. Increase Your EMI as Income Grows

When your income increases through promotions or salary increments, proportionally raise your personal
loan EML. If you were comfortably managing an EMI of Rs. 10,000 and receive a salary hike allowing
Rs. 15,000, increasing your EMI reduces the loan tenure significantly. This simple strategy prevents
lifestyle inflation while accelerating debt repayment.

6. Create a Budget and Stick to It

A well-structured budget tracking all income sources and expenses helps identify areas for cost reduction.
Allocating these savings toward loan prepayment accelerates closure while ensuring timely EMI
payments. Budgeting prevents unnecessary expenditures and helps you make extra payments whenever
possible.



7. Automate Your Repayments

Setting up automatic EMI payments through auto-debit ensures you never miss payment deadlines. This
practice avoids late payment penalties (2-4% monthly charges), builds positive credit history, and
demonstrates responsible financial management. Most banks offer auto-debit services for loan
repayments.

8. Prioritize High-Interest Debt First

If you carry multiple debts, prioritize repaying those with higher interest rates first. Concentrating
resources on high-interest personal loans or credit card dues saves more money than spreading repayment
across multiple obligations.

9. Explore Loan Restructuring Options

If current repayment feels challenging, contact your lender about restructuring options. Many institutions
offer loan restructuring such as extending tenure or adjusting installments temporarily during financial
hardship. This prevents default and maintains your credit score.

10. Build and Maintain an Emergency Fund

Setting aside 3-6 months of living expenses in an emergency fund prevents derailing your loan repayment
during unexpected crises. This financial cushion reduces reliance on credit during emergencies, keeping
your debt repayment on track.

11. Make Step-Up EMI Payments

Choose a step-up EMI plan if your lender offers it, starting with lower EMISs that gradually increase over
the loan period. This approach suits young professionals expecting income growth, as it provides initial
relief while ensuring faster principal reduction in later years.

12. Avoid EMI Holidays

Some lenders offer EMI holidays or payment deferrals to provide temporary relief. However, accepting
these deferrals increases total interest burden as the loan tenure effectively extends. Avoid this option
unless facing genuine financial hardship, as it defeats the purpose of faster repayment.

Understanding Personal Loan Prepayment and Its Benefits

Benefits of Early Repayment
Prepaying your personal loan offers multiple financial and personal advantages:

e Substantial Interest Savings: Paying off your loan early eliminates remaining interest liabilities.
On a Rs. 3 lakh loan at 12% interest, prepaying in 3 years instead of 5 years saves over Rs.
37,000 in interest.



e Improved Credit Score: On-time or early loan repayment demonstrates responsible credit
management, significantly improving your CIBIL score and eligibility for future borrowing at
better terms.

¢ Financial Freedom: Becoming debt-free earlier provides peace of mind, emotional relief, and
eliminates monthly financial pressure.

e Improved Loan Eligibility: A debt-free status or reduced liabilities enhance your profile for
obtaining other loans at favorable terms.

e Increased Disposable Income: Eliminating monthly EMO obligations frees up money for savings,
investments, or other life goals.

e Reduced Financial Risk: Early repayment protects you against job loss or income disruption
impact on EMI obligations.

RBI Guidelines on Prepayment Charges (2025 Update)

As of January 1, 2026, the Reserve Bank of India has introduced significant relief on prepayment charges:

¢ Floating-Rate Loans: All floating-rate personal loans are completely free of prepayment penalties,
whether for partial or full prepayment. This applies to funds from any source, including personal
savings or refinancing.

e Fixed-Rate Loans: Fixed-rate loans may carry prepayment charges, but only on the prepaid
amount, typically 2-3% of the outstanding principal.

e No Lock-in Period: Most lenders cannot impose mandatory lock-in periods, allowing prepayment
at any time without restrictions.

¢ Universal Application: These guidelines apply to all banks and regulated NBFCs.

This regulatory change makes personal loan prepayment highly attractive, as borrowers can now
accelerate repayment without penalty concerns, provided they have floating-rate loans.

Advantages of Unsecured Personal Loans

Personal loans offer several distinct advantages compared to other credit
products:

No Collateral Required

Unlike home or auto loans, personal loans don't require pledging assets as security. This makes personal
loans accessible to those without significant property ownership and eliminates asset risk in case of
financial hardship.



Fast and Easy Approval Process

Compared to secured loans, personal loan applications require minimal documentation and paperwork.
Many lenders offer online applications with quick approval, often disbursing funds within 24-48 hours of
approval.

Flexible Fund Utilization

Unlike purpose-specific loans, personal loan funds can be used for virtually any legitimate expense—
education, medical, travel, debt consolidation, or home renovation—without restrictions or monitoring by
the lender.

Quick Disbursement

Once approved, personal loans are typically disbursed directly to your bank account within 1-2 business
days, providing immediate access to funds during emergencies.

Lower Interest Than Credit Cards

Personal loan interest rates (9-17% for prime borrowers) are significantly lower than credit card interest
rates (18-36%), making them ideal for consolidating credit card debt.

Fixed EMI and Transparent Costs

Personal loans feature fixed monthly EMIs and predetermined costs, making budgeting predictable. You
know exactly how much to pay monthly and when the loan will be closed.

Builds Credit History

Regular, on-time personal loan repayments significantly improve your credit score and credit history,
enhancing your profile for future credit products.

Conclusion

Personal loans have emerged as a flexible, accessible financial tool for Indians managing various life
situations. By understanding eligibility criteria, preparing comprehensive documentation, comparing
interest rates across lenders, and implementing strategic repayment approaches, borrowers can minimize
total interest burden and achieve financial goals efficiently. The new RBI guidelines eliminating
prepayment charges make personal loans even more attractive for early repayment. Whether
consolidating debt, funding emergencies, or achieving personal goals, a well-planned personal loan
strategy balances immediate financial needs with long-term financial health and stability



