
Is student loan debt weighing on the economy?

Probably.  Total  student loan debt in America is  now around $1 .5 tr i l l ion ,

having tr ip led s ince 2008 .  The average indebted col lege graduate leaves

campus owing near ly  $40,000,  and the mean monthly student loan

payment for  borrowers aged 30 and younger is  about $350. ¹ ˒²

The latest  Federal  Reserve snapshot shows 44 .2 mi l l ion Americans deal ing

with l inger ing educat ion loans .  The housing sector  feels the stra in :  in  a

recent Nat ional  Associat ion of  Real tors survey,  85%  of  non -homeowners

aged 22 -35 ci ted educat ion loans as their  main obstacle to buying a

house .  E ight  percent of  student loan holders fa i l  to get  home loans

because of  their  credi t  scores ,  the NAR notes ;  that  percentage could r ise

because the Brookings Inst i tut ion forecasts that  40%  of  student loan

borrowers wi l l  defaul t  on their  educat ion debts by 2023 . ¹ ˒³

If you carry sizable education debt, how can you plan to
pay it off ?

I f  you are young (or not  so young ) ,  budget ing is  key.  Even i f  you get  a

second job ,  a  promotion ,  or  an inher i tance ,  you won ’ t  be able to erase any

debt i f  your expenses consistent ly  exceed your income .  Smartphone apps

and other onl ine budget tools can help you l ive within your budget day to

day or  even at  the point  of  purchase for  goods and services .

Coping with College
Loans

Paying them down and managing their  

f inancial  impact .
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After  that  f i rst  step ,  you can use a few di f ferent  strategies to whit t le away

at col lege loans .

*The local  economy permit t ing ,  a  couple can l ive on one salary and use

the wages of  the other earner to pay of f  the loan balance (s ) .

*You could use your tax refund to at tack the debt .

*You can hold of f  on a major  purchase or  two .  (Yes ,  th is  is  a sad ef fect  of

col lege debt ,  but  i t  could also help you reduce i t  by f reeing up more cash

to apply to the loan . )

*You can sel l  something of  s igni f icant  value –  a  car  or  t ruck ,  a  motorbike ,

jewelry,  col lect ib les –  and turn the cash on the debt .

Now in the big picture of  your budget ,  you could t ry the “snowbal l

method”  where you focus on paying of f  your smal lest  debt f i rst ,  then the

next  smal lest ,  etc . ,  on to the largest .  Or,  you could t ry the “debt ladder”

tact ic ,  where you attack the debt (s )  wi th the highest  interest  rate (s )  to

start .  That  wi l l  permit  you to gradual ly  devote more and more money

toward the goal  of  wiping out  that  exist ing student loan balance .

Even just  paying more than the minimum each month on your loan wi l l

help .  Making payments every two weeks rather than every month can also

have a big impact .

I f  a  lender presents you with a choice of  repayment plans ,  weigh the one

you current ly  use against  the others ;  the others might  be better.  S igning

up for  automat ic payments can help ,  too .  You avoid the r isk of  penalty for

late payment ,  and student loan issuers commonly reward the move by

lowering the interest  rate on a loan by a quarter -point . ⁴

What if you have multiple outstanding college loans?

I f  one of  them has a var iable interest  rate ,  t ry  addressing that  one f i rst .

Why?  The interest  rate on i t  may r ise with t ime .

Also ,  how about combining mult ip le federal  student loan balances into

one?  That  is  another opt ion .  Whi le th is  requires a consol idat ion fee ,  i t  a lso

leaves you with one payment ,  perhaps at  a lower interest  rate than some

of the old loans had .  I f  you have mult ip le pr ivate -sector  loans ,  ref inancing

is an opt ion .  Ref inancing could lower the interest  rate and tr im the

monthly payment .  The downside is  that  you may end up with var iable

interest  rates . ⁵

Maybe your boss could help you pay down the loan.

Some companies are doing just  that  for  their  workers ,  s imply to be

competi t ive today.  According to the Society for  Human Resource

Management ,  4%  of  employers of fer  th is  perk .  S ix  percent of  f i rms with

500 -10 ,000 workers now provide some form of  student loan repayment

assistance . ⁶
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To reduce your student debt ,  l ive within your means and use your f inancial

creat iv i ty.  I t  may disappear faster  than you think .
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