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Student Loans by the Numbers

On June 6, the Senate fell short of the necessary votes to address the looming deadline that will
return interest rates on new subsidized Stafford student loans to 6.8 percent. Republicans in the
House and Senate, along with the Obama Administration, have proposed tying Stafford loans to
market-based rates. Senate Democrats, however, are pushing for a permanent tax increase as a
temporary, short-term solution. Here are some facts on the issue.

An estimated 7.7 million undergraduate students are expected to take out subsidized
Stafford loans during the 2013-14 academic year.

If the interest rate resets to 6.8 percent, new subsidized student loans will be affected --
not existing student loans.

If the interest rate resets, the average student loan borrower who takes out the average
subsidized Stafford loan amount of $3,206 will owe around $727 more in interest over a
standard 10-year repayment period. That amounts to a cost difference of $6.06 per
month.

For students who borrow $5,500 — the maximum amount permitted for a subsidized
Stafford loan for students in their third and fourth year of undergraduate study — the
change in interest rate will amount to a difference of $1,248 in total interest over a
standard 10-year repayment period. This amounts to a cost difference of $10.40 per
month.

The Democrat bill only addresses subsidized Stafford loans, which account for roughly
40 percent of all federal student loans. The Republican bill would reform interest rates for
100 percent of federal student loans including subsidized and unsubsidized Stafford loans
and PLUS loans, as well as those available to parents and graduate students.

For the roughly 60 percent of borrowers of unsubsidized Stafford and PLUS loans, the
Republican bill could save parents and students up to $80 a month.
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e Three out of every four students who take out Stafford loans use both subsidized and
unsubsidized Stafford loans. Thus, the Republican bill would benefit more students, and

it would help them more.

e With the current Treasury note at 1.75 percent, a student who takes out a covered student

loan for next year would pay 4.75 percent for the life of that loan.

Subsidized Stafford Loan Interest Rate Analysis:
Comparison of 6.8% interest rate and 3.4% interest rate for AY2013-2014

Est. Avg. UG | Max. Loan: 1st | Max. Loan: 2nd

year

FY2014 AY2013-2014 | AY2013-2014

Max. Loan: 3rd
year or higher

AY2013-2014

Interest that accrues in grace period $ 109 § 119 § 153
Balance at start of repayment $ 3315 § 3619 % 4,653
Total interest $ 1,372 % 1,498 % 1,926
Total principal and interest $ 4578 § 4998 §$ 6,426
Monthly payment $38.15 $41.65 $53.55

3.4% Subsidized Stafford Loan
Interest rate 3.4% 3.4% 3.4%

Amount borrowed $ 3206 § 3500 % 4 500
Interest that accrues in grace period $ 5 § 60 % 77
Balance at start of repayment $ 3261 § 3,560 % 4 577
Total interest $ 645 § 704 % 905
Total principal and interest $ 3851 § 4204 % 5,405
Monthly payment $32.09 $35.03 $45.04
Savings to Borrower: one-year extension of 3.4% rate compared to current law
Difference in fofal interest $ 727 % 794 % 1,021
Percent difference 53.0% 53.0% 53.0%
Difference in monthly payment $6.06 $6.62 $8.51
Percent difference 15.9% 15.9% 15.9%

Source: CRS analysis.
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Interest accrues during the grace period on all Subsidized Stafford Loans disbursed between July 1, 2012 and June

30, 2014. This interest is capitalized and added to the principal balance at the start of repayment.
Loans are repaid according a standard 10-year repayment plan.

Monthly payment amounts presented above may be less than the minimum montly payment of $50 required for
borrowers who repay according to the standard repayment plan. A full ten-year amortization is shown for purposes of

comparison.

AEstimated average Subsidized Stafford Loan to undergraduate students for FY2014. U.S. Department of Education,
FY2013 Department of Education FY2014 Department of Education Justifications of Appropriation Estimates to the

Congress, "Student Loans Overview," p. 5-22.
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