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The Role of a Cosigner in Car Loan Refinancing 

 

Friday, September 22nd, 2023 

 

Are you thinking about refinancing your car loan and considering the inclusion of a 

cosigner? This article delves into the concept of adding a cosigner when refinancing a 

car, outlining what you need to know before making this decision. 

Can You Refinance a Car With a Cosigner? 

When you're looking to refinance your car loan, you may wonder whether it's possible 

to add another person to the mix. In short, the answer is yes, it's indeed possible to 

introduce somebody else when refinancing your car loan. However, this isn't always 

the ideal choice. Several factors should influence your decision, such as why you want 

to involve another borrower and whether it will impact your monthly payments 

positively or negatively. 
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Furthermore, the lender will play a pivotal role in determining the eligibility of the 

person you wish to add as a co-signer. In some cases, they may decline your 

refinancing application if the prospective cosigner is deemed a high-risk borrower. 

Lenders closely examine the credit scores, payment histories, and debt-to-income 

ratios of all individuals listed on the new loan when calculating eligibility. 

Understanding Their Role 

A cosigner essentially serves as an additional borrower who takes on the 

responsibility of making loan payments for the asset you're financing, in this case, 

your car. When refinancing a car loan, you have the option to involve another 

individual in the agreement. By having someone cosign your car loan, they commit to 

covering the monthly payments should you encounter circumstances that prevent you 

from doing so, such as job loss or injury. 

Selecting someone should be a thoughtful decision. This person should be of your 

trust, with a stable employment history and a clear understanding of their 

responsibilities as a cosigner. It's important to note that while their name is on the 

loan, they won't have any rights to the vehicle itself, emphasizing their role in 

safeguarding your financial commitment. 

Does a Cosigner Help with a Car Loan? 

A cosigner can be a valuable asset when securing a car loan, especially if you have a 

low credit score or a history of struggling with timely payments. Moreover, it can be 

challenging to obtain a loan for a high-end vehicle, such as a Lexus or Mercedes-Benz, 

or to secure a second car loan if you already have an existing one. 

Improving your credit score through on-time payments and reducing your debt-to-

income ratio can enhance your eligibility for a better loan with a lower interest rate. 

Nevertheless, having a cosigner offers an alternative route to securing a loan for a 

new vehicle, particularly if you have a poor credit history. 

The inclusion of a cosigner in your car loan application enhances your chances of: 

1. Obtaining loan approval. 

2. Securing a lower interest rate. 
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3. Enjoying lower monthly payments. 

4. Elevating your credit score. 

Is It Possible to Have a Cosigner While Refinancing a Car? 

 

Yes, you can add a cosigner to your car loan when refinancing your vehicle, provided 

that your lender approves the addition. Lenders aim to ensure that both you and your 

cosigner do not pose a risk as borrowers. Everything your loan provider will need to 

know about the cosigner: 

1. Credit score: A cosigner with a higher credit score can help you secure a lower 

interest rate when refinancing, as the lender considers their creditworthiness 

alongside yours. 

2. Payment history: Your cosigner's payment history significantly influences the 

terms and interest rate you can obtain with the new loan. Consistent, on-time 

payments by your cosigner work in your favor. 
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3. Income: Lenders assess your cosigner's income level and debt-to-income ratio 

to gauge their ability to cover the debt should you be unable to make 

payments. 

4. Background: Lenders often conduct background checks on loan applicants, 

including cosigners, to identify any past financial issues or fraud. Your cosigner 

must meet these requirements to be eligible for inclusion. 

Some Motives to Have a Cosigner When Refinancing a Car 

Several situations may prompt you to consider adding someone else to your car loan 

when refinancing: 

• Need to lower monthly payments due to a less-than-ideal credit score. 

• Inability to secure a car loan independently. 

• Limited credit history due to youth. 

• High debt-to-income ratio. 

• Poor payment history. 

• Short tenure at your current job. 

• Lack of an established payment history. 

Reasons Not to Add Someone Else When Refinancing a Car Loan 

While there are advantages, there are also circumstances where involving a cosigner 

may not be advisable: 

• Ineffectiveness in securing lower payments or improved terms. 

• Inadequate financial capacity on the part of the potential cosigner. 

• A cosigner's discomfort or unwillingness to cosign the loan. 

• Lack of comprehension of cosigner responsibilities, despite explanation. 

• Ineligibility of the cosigner after applying for the loan. 
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Should You Add Another Person When Refinancing Your Car Loan? 

Incorporating a cosigner into your car loan refinancing process can potentially yield 

benefits such as a better interest rate and accelerated loan repayment. If yours 

possesses a strong credit score and substantial income, lenders are more likely to 

approve your loan due to their added security. This option can also be beneficial if you 

have limited credit history, a common scenario for new borrowers. 

However, it's crucial to exercise caution when selecting a cosigner. Ensure that the 

individual is comfortable with their role and understands the financial commitment 

involved. Remember that your cosigner remains financially tied to you until the car 

loan is fully paid off, so a harmonious relationship is essential. While it's possible to 

secure a car loan without a credit history or a cosigner, involving one may lead to 

reduced monthly payments and faster loan repayment. Consider these factors 

carefully as you explore your refinancing options. 

In conclusion, adding a cosigner when refinancing your car loan is a viable strategy, 

but it warrants careful consideration and assessment of your specific financial 

situation and goals. 


