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Difference Between Secured Loan & 

Unsecured Loan 

 
.  

A loan is an amount which is borrowed from financial institutions for a 

certain period of time with a specific rate of interest. 

 

A Secured loan 

o A secured loan means when a borrower takes a loan from the lender 
by pledges some property as a security against a loan. 

o In a secured loan, a borrower just puts property as security it 
doesn't mean that the lender can possess and use it. 
 

o If in case the borrower fails to repay the amount of loan in that case 
a lender has right to assess the secured property can cover the loan 
amount. 

o In a secured loan, the rate of interest is because a borrower pledges 
a security. 

o A secured loan is less risky. 
o For example: Foreclosure, Non-recourse loan, Home equity line of 

credit, Mortgage loan, Repossession 
 
 

Unsecured loan 

o An unsecured loan is opposite to the secured loan it means in 
unsecured loan a borrower doesn't need to pledge any property as a 
security to the lender. 

o An unsecured loan is also known as a signature loan. 
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o An unsecured loan is approved based on the only borrower's 
promise 

To repay and the lender's trust to the borrower. 

o An unsecured loan is given to the borrower on the basis of 
borrowers credit history so there is no guarantee of payment loan 
amount. 

o In an unsecured loan, there is a risk of repayment of the loan 

because nothing is put as a security. 
o An unsecured loan is granted on the basis of customer's credit 

worthiness, financial status and ability to repay. 
o In an unsecured loan, the rate of interest is very because of default. 
o For example Personal loan, Personal line of credit, Credit card, 

Student loan 

 Secured loan vs unsecured loan 

Basis Secured loan Unsecured loan 

Meaning 

A secured loan means when a 

borrower takes a loan from the 

lender by pledges some property 

as a security against a loan. 

An unsecured loan is opposite to the 

secured loan it means in unsecured 

loan a borrower doesn't need to pledge 

any property as a security to the 

lender. 

In case of 

default 

 A lender sells an asset put a 

collateral security. 

A lender can sue him for the default to 

pay. 

Interest 

rate 

A secured loan is at a low 

interest rate. 

An unsecured loan is at a higher rate 

of interest. 

Time 

duration 

A secured loan is for a longer 

time because there is no risk of 

repayment of a loan and an 

interest payment. 

An unsecured loan is for short time 

because there is a possibility of 

default. 

security Collateral security No security 

A Risk 

involved 

In secured loan there is no risk 

or a little risk 

There is a High level of risk in an 

unsecured loan. 

Amount 

borrowed 

In secured loan the amount 

borrowed is big because of 

security against loan. 

An unsecured loan amount is small 

because there is a high level of risk 

involved in the repayment of loan 

amount. 
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