How millennials can reduce lifestyle borrowing

Easy access to credit is making millennials borrow more. Evaluate the rates and loan repayment capacity and ensure that you don't fall into a debt trap
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MI financing and medical
expensesare the top reasons why
salaried millennials availed loans
in 2018, accordingto areport by
CASHe, an online digital lending
company for working professionals. The
company, which gives out
instant personal loans, sur-
veyed the buying and bor-
rowing behaviour of abhout

Short-term loans
are opted more
by millennials

becoming more independent, They want
their own personal space tolive, their own
vehicle, and so on. They do not wish to
compromise on the quality of life they are
leading,” said Navin Chandani, chief busi-
ness development officer, BankBazaar.
As much as 64% demand for credit
came from younger millennials, individu-
als between 21 and 30 years of age, while
the demand from older mil-
lennials made foronly 36% of
the total borrowing, which
shows that more individuals
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tosupport dependents, along
with low levels of financial
literacy on the true cost of borrowing are
common reasons why millennials are bor-
rowing more. Inaddition, lack of focus on
creatinga contingency fund isa cause for
borrowing for health emergencies,” said
Vishal Dhawan, founder and CEO, Plan
Ahead Wealth Advisors.

‘While 31% millennials borrowed for
medical expenses, 23% opted for loans to
finance their EMIs. “Millennials are

hy people who have recently

started earning; a slightly

older customer segment that has been on
the workforce for a few years now have
very different credit requirements, “We
see a lot of people even above 35 taking
loans. By the time you are 30, your finan-
cial goals are different. Soitisan entirely
different segment, and short-term loans
are not what they would look for,” he said.
Thereport said that 23% millennialsin
India resort to lending for travel and lifes-

MILLENNIAL BORROWING TRENDS IN 2018

Most youngsters are borrowers of personal loans, mostly to serve lifestyle expenses

Purpose for taking loans
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tyle expenses and the average frequency
ofrepeat loans is 60 days. 41% of the total
demand came from people who earn
between 315,000 and 325,000 while
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those who earn upwards of X1 lakh made
forjust 3% of the total borrowers. “Millen-
nials believe in socializing, and being part
ofagroup comes with its own problems. A

group usually has people with different
income levels and there is a desire to
belong without completely understand-
ing your own financial capabilities,” said
Dhawan.

WHATIT COSTS

Borrowing for most millennials is not a
one-time affair, shows the report. Asmany
as70%of CASHe's customers

Therearealso late-payment chargesif you
areunable to repay yourloan on time. For
a30-day loan, the interest levied is 3.25%
and a delay attracts a 3% flat interest fee. It
is important to understand the process
and how much you'll end up paying out
before opting fora loan.

WHAT YOU SHOULD DO
It is always better to plan

are repeat borrowers. This ~ Thoughiitis easy  your finances rather than
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terms of the interest and

processing charges. CASHe

charges3500 foral5-30-day loan of up to
15,000 and interest of flat 1.75% for 15
days, which isincreased to 4% if you take
an extension ofanother 15 days. Fora 30-
day loan, CASHe charges an interest of
3.25% and fora one-year loan tenure, the
company charges an interest of up to
2.50% per month. This translates into
30-35% rate per annum. Processing fees
rises as the borrowed amount increases.

is. Their earning capacity
could be very different from
yours.

“Save before spending; separate your
fixed and discretionary expenses. Have a
portion of your income move to invest-
mentsas soon as your salary is credited to
cover contingencies. Remember that
incomes can fluctuate and, therefore,
avoid borrowing for today’s spends just
because you expect your future income to
increase,” said Dhawan.
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