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Be able to answer the following questions:
· What is a student loan? How does it work?
· What are the main terms related to a student loan that I need to understand (e.g. interest rate, repayment period, origination fees, co-signer)? 
· How much student loan debt can I afford to take on? (debt-to-income ratio)
· How can I choose the right student loan for me? How do I learn about and compare my options?
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	Introduction
VIDEO: 
Student loans: How they work
(also accessible for students with GM accounts here).
OR ARTICLE: first section of this blog post

Types of student loans
“What’s the difference between government & private loans?” section
	Introduction to loans
First, watch the video, or read the first section (“The basics: How do student loans work”) of the blog post. They’ll cover key terms like:
· Loan
· Interest rate
· Origination/Disbursement/Administration Fee
· Principal
· Loan servicer

Discussion questions:
1. First off, what’s a loan? 



2. What are different examples of a loan?
 




3. What’s the “price” or “cost” of a loan comprised of? 
 





4. What is the “principal” amount? 
 



5. How or where do you get a loan from?
 



	10-15 mins
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	An example 

For many students, even after financial aid, the cost of college is simply too high for them (or their families) to pay out of pocket. In that case, they will need to turn to student loans.

Go over this example:
For 2020-2021, the Federal Direct Subsidized Stafford Loan had these standard terms:
· Interest rate: 4.53% fixed
· Origination fee: 1.06%
· Repayment term: 10 years (standard)
· Minimum monthly payment: $50
Based on this, if you borrowed $3500, here’s what your loan would look like:
· Borrowed: $3500
· Total paid over 10 years: $4123.29
Discussion questions: 
1. How much did the loan cost you in dollars, over the 10 years?
 




2. What do you think of that number?
 



 
3. What does that mean in terms of how much you should try to pay now, instead of borrow in student loans?
 





	15 mins

	[bookmark: _d8sk9ker1g5b]3
	ARTICLE: 
· “How do student loan payments work?” section 
· “Should I make payments while I’m still in college?” section
	Repayment 
“As you saw in the example, loans can be expensive. They are even more expensive if you miss payments or take longer to repay. 
Conversely, they are cheaper if you finish repaying early, or to repay more than the minimum amount in some months (if you can afford to).”

Read the two sections (see left) of the article on repayment. 

Discussion questions: 
· Explain how repayment generally works. 
 






· Why is it cheaper if you finish your loan payments early? 
 






· Why is it cheaper if you repay more than the minimum amount required each month?
 







· Why is it cheaper if you start repayments while in college?
 






	10-15 mins
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	VIDEO: 
Student loan affordability

TOOL: 
Dept of Education 
College Scorecard (for UCLA) 


	How much can you afford?
Now that you understand the costs and how loans work, you may be trying to figure out: Can I afford to take student loans? How do I know I can make those monthly payments? 
· Watch the student loan affordability video

Exercise: 
· Let’s say you’re going to UCLA to study Nursing. Go to the DOE College Scorecard here, to find out your likely salary after graduation. What is it?
 
 


· How much could you therefore be able to afford in monthly student loan payments?
 







	15 mins
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	TOOL: 
Student loan calculator
	Student loan calculators
Now you know how to figure out what you can afford to pay monthly, how do you know how that translates to actual loan offers (interest rates and fees)? 

You can use a loan calculator like this one from FinAid! 

Remember two things: 
1. You might be taking out several separate loans. Many students max out their government loans and then top up with additional private loans. You’ll need to calculate these separately to figure out if you can afford it.
2. You are likely attending the college for 2 or 4 years, so you will probably need to take out loans for each year you’re attending. 

EXERCISE: 
Let’s pretend that after scholarships and grants, you need to pay $14,000 to attend UCLA, per year. 
1. Each year, you take a government loan with these terms: 
Amount: $5,000
Interest rate: 2.75%
Loan term: 10 years
Loan fees: 1.06%
Minimum payment: $25
How much is your monthly payment from that government loan? 
 





2. Since that government loan isn’t enough, you also take out a private student loan with these terms: 
Amount: $9,000
Interest rate: 4.50%
Loan term: 10 years
Loan fees: None
Minimum payment: $50
How much is your monthly payment from that private loan? 





3. In total, how much is your monthly payment, for one year of loans? 
 






4. You attend college for four years. How much is your monthly payment, for all four years of loans? 
 






5. Based on your likely after-graduation nursing salary of $90,678, can you afford these loans? 
 



This is the kind of affordability exercise you can do on your own, for your own loans! 
	20 mins
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	Types of student loans
“What’s the difference between government & private loans?” section
	Comparing loan offers
· First, have your students read the section on Government vs. Private loans

One of the most important things you can do when accepting student loans is to shop around first, for the most favorable terms. The most important term is the interest rate because that’s the majority of the cost. Low interest rates are why the main type of federal student loan (Direct Stafford) is better than any other type of private loan.

DISCUSSION QUESTION: When should you choose a government loan vs a private loan?













But there are many other factors you might consider:
→ When looking for student loans, you’re looking for the most affordable option, with flexibility, that meets your needs. 

DISCUSSION QUESTION: Break down that sentence above. What do we mean by: 
· Most affordable
 




· Flexibility
 




· Meets your needs
 





To make things extra easy for you, we’ve translated those into a list of specific questions. If a student loan provider hasn’t given you all their answers on their website, check the fine print or contact one of their sales representatives.

ELIGIBILITY - Sometimes you apply for a loan and then don’t get it. By understanding the requirements upfront, you can know whether you’ll likely get it or not.
1. Do I need a cosigner? If so, what are the eligibility requirements for a cosigner?
2. Do I need a minimum credit score?
3. What other eligibility requirements are there? (e.g. for nationality, full-time/part-time school, four-year vs. two-year degrees, etc.)

BASIC LOAN TERMS - These are generally the main terms you’ll see attached to any student loan offering.
4. What is the maximum amount I can borrow?
5. What’s the interest rate?
6. Is the interest rate fixed or variable?
7. What are the fees? (Are there fees for origination, administration, or disbursement?)
8. How many years is the repayment term?
9. What’s the minimum monthly payment?
10. What are my payments while I’m still in school?

FEES, PENALTIES, and PERKS - These are additional questions you might have to dig a bit deeper to answer.
11. Is there a grace period? How long is it, and does interest accrue during it?
12. Is there a prepayment penalty?
13. What relief do you provide if I lose my job? Can I miss any payments without penalty? (If not, what is the penalty for missing a payment?)
14. Is there a discount if payments are made via automatic debits from my bank account (AutoPay)?
15. Are there any other benefits associated with this student loan?


Discussion questions:
NOTES ABOUT THE ABOVE:







1. Which of these factors matter more to you?
 






2. How might you shop around for loans? 
 











	30-45 mins
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	Next steps
Based on what you learned in this lesson, you might want to do some further reading or work, to understand how student loans may work for your personal case. Here are some recommended actions:
· Read this article about federal student loans
· Get an estimate of your post-graduation salary, and then calculate how much you’d be able to afford in monthly student loan payments. 
· If you’re planning to accept student loans, calculate how much your monthly payments would likely be. 
· Talk to your parents/guardians about whether they would be willing to serve as co-signers on your loans and/or whether they’d be willing to accept Parent PLUS loans in their own name. 
· Try to answer all 15 questions about loan terms (from Step 6), for one student loan company. Look at their website to look for answers. Note that some websites may be less transparent about all these terms.
	N/A
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