
Student Loans 

What You Need to Know 
 

It only takes 5 minutes to sign a contract that can keep you or your child  

in debt for decades to come. 

 

Make sure you and/or your child go into this agreement with  

your eyes wide open. 

 

Even better, avoid getting into student loan debt in the first place. 

 

Read on to learn more about what your options are and how to avoid them if 
possible. It could save you a lot of time, money and headaches. 

 

 

Did you know? 
• As of 2017, Americans owed more than $1.4 Trillion in student loans, 

according to the Federal Reserve's 2017 Consumer Credit Report. 
• Approximately 44 million Americans had student loan debt in 2016, 

according to the 2017 Federal Student Aid Loan Portfolio. 



• Even with multiple repayment methods available, 11.2% of student 
loans were delinquent in 2016, according to the New York Federal 
Reserve. 

• Though the terms of a loan repayment are 10 years, the average 
bachelor’s degree holder takes an average of 21 years to repay their 
student loans.  

• Americans over the age of 50 owed more than $260 billion in student 
loan debt in 2018 according to the Federal Reserve. 

• There are 2.8 million people in the U.S. over the age of 60 with student 
loan debt. 

• Many young people are delaying buying a home, getting married or 
starting a family because of student loan debt.  

• Student loans cannot be cleared in bankruptcy.  

 

And Consider This: 
Student loans must be repaid, and the lender collection practices have 
teeth. Student loan companies will get their money back. 

 

Student Loan Lenders Can Legally: 

• Seize your tax refunds. 
• Deny you any new education loans or grants. 
• Garnish your wages without a court order. 
• Take a portion of your social security payments. 
• And your loans cannot be released through bankruptcy. 

 

Weigh your options carefully before taking on any student loan debt if at all 
possible.  



If you or your child are seeking an education and want to avoid taking out 
loans it is possible. It takes planning, research and often hard work. But the 
time and effort is worth it.  

 

The Top 4 Tips  

To help you reduce educational costs and avoid debt: 
1. Your Choice of School: Find the best school that is also inexpensive 

and that you can afford. Consider community colleges and  state 
schools.  

2. Applying for Scholarships and Grants. There are millions of dollars 
that go unclaimed each year.  

3. Working while you’re in school. It’s still better than getting into debt! 
Then, you can graduate free and clear. 

4. Planning ahead. Use the large purchase planning form provided in 
week 3. Even if you’re starting late, every bit of planning counts! If 
possible, parents should save for their kids' college educations in a 529 
or ESA (Educational Savings Account). 

 

If you decide to take out a loan, keep in mind: 
There are both Federal and Private Student Loans Options Available 

• Private loans can sometimes come due during school. Same with 
Parent Plus loans.  



• Parents must repay their Parent Plus loan even if their student doesn't 
complete their education, if they can't find a job in their related field of 
study, or if the student is unhappy with their education. 

• Borrowers with private loans will likely pay more in interest and may be 
required to begin making payments while they are still in school. 

 

Know Before You Cosign for a Loan:  

• A cosigner takes on 100% of responsibility for the loan. The lender 
required a cosigner because the borrower was considered a lending 
risk.  

• Loans are due even if the student doesn’t finish their schooling. 
• If an individual has already Cosigned a student loan for their child, 

there may release opportunities available for the cosigner if the loan is 
in good standing. You will need to ask the lender what the 
requirements are.  

 

To go into debt or not to go into debt. 

Consider These Scenario’s: 
Jamie is a high school junior making big decisions that will affect the rest of 
her life. She’s trying to decide where she’ll go to college and how she’ll pay for 
it. On one hand, she’s been accepted to her dream school out of state—but 
the cost is steep. On the other hand, she has the option of attending 
community college for two years and then transferring to an affordable state 
school to finish out her bachelor’s degree. She could work her way through 
school to cash flow her tuition and graduate debt-free. 



 

Let’s look at both scenarios. 

OPTION 1: TAKE OUT STUDENT LOANS AND GRADUATE FROM HER 
DREAM SCHOOL WITH A HUGE DEBT-LOAD. 

Let’s say Jamie chooses to borrow money for all four years of college tuition. 
By the time she graduates, she has $100,000 in student debt. Six months 
after she graduates, she must begin repaying that money. With standard 
loan terms (6% interest over 10 years), she’ll pay $1,100 per month into her 
30s! By the time her loans are paid off, she’ll have paid back $133,200. That’s 
$33,200 more than she borrowed, thanks to interest! 

 

OPTION 2: ATTEND COMMUNITY COLLEGE FOR THE FIRST TWO YEARS, 
TRANSFER TO AN IN-STATE SCHOOL FOR THE LAST TWO YEARS, AND 
WORK THROUGH COLLEGE. DON’T BORROW A DIME. 

Because Jamie chose less expensive schools, she has saved about $74,000 in 
tuition costs right off the top. (The average cost of a public two-year 
community college is about $3,500 per year, and the average cost of an in-
state public four-year college is about $9,500 per year, which equals $26,000 
for four years of school, assuming Jamie attended two years at each.) 

 

But Jamie will also graduate debt-free. Then she can begin working and 
saving for what she wants to do with her life. Remember that $1,100 she was 
paying monthly toward student loan debt? Imagine what she could do with it 
instead. 

• Buy a nice used car: $1,100 x 8 months = $8,800 

• Save for a down payment on a house: $1,100 x 24 months = $26,400 



• Save for retirement: $1,100 x 10 years at an average interest rate of 12% = 
$256,672 

 

And look at this: Even if Jamie stopped investing after 10 years and let that 
money continue to grow, she would still have more than $7 million at age 60! 

Or she could continue investing that $1,100 each month through age 60 and 
have more than $10 million! 

 

SO WHAT SHOULD JAMIE DO? 

The answer is clear. There’s a huge opportunity cost to that fancy pedigreed 
education. If she goes the cheaper route, graduates debt-free, and invests 
wisely over the course of her life, she’d be able to retire a multimillionaire. 

 

If you currently have student loans: 
First, make sure you know exactly how much you owe. 

For federal loans, you can go here to find out here: 
https://nslds.ed.gov/nslds/nslds_SA/ 

Then, make sure you know the terms of your loans, the interest rate you are 
paying and if it’s a fixed or variable interest rate. 

 

Consider your options: 
 



Consolidation. 

This may be an option if you want to lower your interest rate or release a 
cosigner.  

It could change your loan from a variable interest rate to a fixed rate.  

YOU CAN ONLY DO THIS ONE TIME.  

Contact your lender if you want to explore this option.  

 

Refinancing  

You may be able to refinance your loan through a private lender.   

Interest rates can be higher with a private loan. 

Always review the terms of the loan carefully before signing any contracts! 

 

Forbearance 

Forbearance is an option for some people struggling to make payments. 

Apply with your lender if you are struggling to make payments due to: 

1. Financial difficulties 
2. Medical expenses 
3. Loss of job 
4. Or by special request.  

 

Deferment 

A deferment temporarily stops or reduces federal student loans based on 
hardship.  

A deferment: 



• Temporarily stops or reduces federal payments because of hardship.  
• Lasts only up to 3 years. 
• Doesn’t solve the debt problem, it delays it. 
• Requires a lot of follow up and paperwork from the client. 

Contact your lender if you want t find out if you qualify for a deferment.  

 

Going back to school 

Going back to school should be a Business decision. Make sure that it will 
lead you on a path that makes financial sense.  

Ask yourself: 

• Is this a good business decision, or am I just delaying debt payments? 
• What is the opportunity cost of going back to school? What does it cost 

vs. what the return on investment will be.  
• For example, how much will these new skills make me per year vs the 

cost of the education? 
• Then, find out if there are other financing options. For example, would 

your employer pay for it for you? 
• Then shop around for training programs. Look for local and online 

programs that are both good quality and affordable.  
• Can you earn credit for life experience? This could save you time and 

money as well. A school admissions office can give you an application 
to see if you qualify.  
 

Forgiveness Programs 

Forgiveness programs can cancel some or all of an individual's Federal Direct 
Loan balance if they work in certain fields. But this option is often difficult to 
qualify for. 

Here are a few programs to research: 



• Public Service (Public Service Loan Forgiveness Program (PSLF)) 
• If you are a teacher, you may have forgiveness programs available to 

you.  
• Understand all the stipulations. If you are part of a forgiveness 

program, you cannot miss a single payment. 

 

Income based repayment options 

• These are based on income or the size of the family. 
• This is a temporary fix. 
• Borrowers who are eligible may receive student loan forgiveness on 

their remaining balance after 20 years (240 payments) through the Pay 
as You Earn (PAYE) program. Anyone with eligible federal student loans 
may qualify for the REPAYE program or Income-Based Repayment plan, 
which offer forgiveness after 20 or 25 years. 

 

Where to find out more about your US Federal Student Loans: 

https://studentloans.gov/myDirectLoan/index.action 

 

If you’ve fallen behind or are about to fall behind on 

repaying your loans: 
• Be in regular, consistent communication with your lender. Call them 

before they call you.  
• Work out a plan with your lender of when you can catch up. 
• When you contact your lender, keep good notes of who you talked to, 

when you talked to them and the agreed upon next steps. 

https://studentloans.gov/myDirectLoan/index.action


• Call them at the same time each week or month, and call them 
consistently.  

 

In conclusion: 
Do your research and have a plan in place about how you will pay for college 
without taking out loans, if at all possible.  

And it is possible with research, planning, school price shopping and hard 
work.  

If you already have student loans, buckle down and pay them off as quickly 
as you can. It is rare that student loan debt is forgiven, so it is best to get that 
burden off your back. It might be tough, but you will breathe so much easier 
once they are gone! 

 

 

If you need support to create a budget or repayment plan, consider 
financial coaching. Then you can step by step support and guidance, and 
cheerleading, from someone who has been there and paid off 100% of her 
loans. If you’re interested contact me at kathryn@moneycoachkathryn.com 

 


