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Loan rates jump 3.4% in just 18 months 
 

The cost of an unsecured personal loan continues to increase with loan rates up in some cases by 
3.4% in just 18 months. 
 
Smaller loans have seen the biggest increases with the average rate on a £1K loan today standing at 
19.8%, while the average rate on a £5K loan has jumped to 12.0%. 
 

Loan Amount Jan-09 Jan-08 Jun-07 Increase since 
June 07 

£1K 19.8% 18.1% 17.2% 2.5% 
£5K 12.0% 10.2% 8.6% 3.4% 
£10K 9.4% 8.2% 7.4% 2.1% 
£15K 9.5% 8.1% 7.3% 2.2% 
£25K 9.5% 8.1% 7.3% 2.2% 

Source: Moneyfacts.co.uk 22.1.09 
 
A £5K loan over three years at 8.6% would have cost £663.70 in interest. Today on the same loan you 
would pay £925.97 in interest, up by £262.27. 
 
The more you borrow the bigger effect an increase in rate has. On a £25K loan over five years at a rate 
of 7.3% you would have paid £4,748.93 in interest. Today you would have to pay £6,217.56 in interest, 
an increase of £1,468.63. 
 
Michelle Slade , analyst at Moneyfacts.co.uk, comments: 
 
“Rising unemployment and a declining economic outlook have meant the risk of customers defaulting 
on unsecured lending has increased. As a result, borrowers are paying a significantly increased rate 
than they were 18 months ago. 
 
“Base rate may be at a historically low level, but anyone needing a personal loan has seen no benefit.  
 
“With stricter lending criteria, it is now much harder to be accepted for a loan and if you are, you will be 
paying a premium for the benefit.  
 
“Just a few years ago the battle between lenders was fierce and rates as low as 5.4% were available. 
Now the lowest rate is 7.8% and you have to be a homeowner to get this deal. 
 
“With 80% of loan providers offering typical pricing, it is likely that many customers will be paying a 
much higher rate than those advertised. 
 
“The only good news for borrowers is that many big named providers have stopped selling expensive 
single premium PPI with the loans. As most people didn’t or couldn’t claim on the policies, these were 
seen at times to be just good money spinners. 
 
“As PPI used to subsidise lower loan rates, let’s hope that as more providers follow suit, we don’t see 
loan rates increasing further to cover lost revenue streams.” 
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Note to Editors: 
 
 
About Moneyfacts.co.uk 

 
Moneyfacts.co.uk is the UK’s leading independent provider of personal finance information. For the last 20 
years, Moneyfacts’ information has been the key driver behind many personal finance decisions, from the 
Treasury to the high street. 

 
Our increasingly popular consumer website www.moneyfacts.co.uk helps customers make better 
financial decisions and gives them the ability to check the latest best buy products and to search the 
whole market for products that suit their individual circumstances. 

 
Moneyfacts.co.uk also supplies best buy charts to many of the UK national and regional newspapers, with a 
total weekly readership in excess of 22,000,000. Moneyfacts.co.uk also provides the personal finance data 
that powers many UK online comparison websites. 

 
Our dedicated research experts produce three monthly publications as well as providing real time news and 
data services to the majority of banks and building societies. Additional information can be found at 
www.moneyfactsgroup.co.uk. 

 
 

Contact us… 
 
Looking for extra comment, a chart or more information, then please give us a call. We are always 
more than happy to help. 
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