
5 Weeks, 5 Months, 5 Years:

A Guide to Your Next Steps



Why this session? 

ÅDuring these times, the information and 

resources available to assist you in the 

management of your federal education 

loan debt are more important than ever.

ÅDepending on your situation, debt 

management assistance could 

significantly reduce the overall cost to 

you!



Session Objectives

ÅUnderstand the debt management tools that 
are available to you.

ÅEase your worries about the debt burden you 
have assumed while in school with money 
saving tips

ÅLearn how to achieve financial wellness by 
taking action within the next 5 weeks,  5 
months and 5 years! 



Education Pays

Source:  The College Board



A word about ASAé

ÅNon-profit institution

ÅPublic purpose mission

ÅBorrower focused

ÅChanging the way people work in todayôs 

student loan market



ñWith the right information at the right time, no 

borrower working in good faith should 

default.ò

ASAôs philosophyé



5 Weeks



Quick Poll

Who believes budgeting is important?

Who always budgets?



Budgeting

How to Budget in 3 Easy Steps

1. Identify how dollars are spent today

2. Identify all sources of income and amounts

3. Set goals that reflect your true financial picture

www.expenseview.com

http://www.expenseview.com/


Money Leakage

Dinner out every Saturday night:

$1664 per year

One tall Starbucks coffee per weekday:

$910 per year

Wendyôs #2 Combo + tax twice a week:

#2 Classic Double® with Cheese Combo

$587 per year



Know What You Owe

ÅFederal Stafford Subsidized Loan

ÅFederal Stafford Unsubsidized Loan

ÅFederal Perkins Loan

ÅFederal Grad PLUS Loan

ÅAlternative/Private Loan

ÅUndergrad borrowing

WWW.NSLDS.ED.GOV



Private Loans

Credit Agencies

ÅEquifax www.equifax.com

ÅExperian www.experian.com

ÅTrans Union www.transunion.com

One free report from each agency every 12 months:

www.annualcreditreport.com

http://www.annualcreditreport.com/


Credit Score Factors

35% Payment History

30% Amount Owed vs. Available Credit

15% Length of Credit History

10% Amount of New Credit

10% Types of Credit

www.myfico.com

http://www.myfico.com/


Get to Know Your Servicer

An entity that enters into a contract with a 
program participant to administer any aspect 
of its participation in a Title IV program.

The loan servicer is the company or 
institution that is responsible for your 
managing your loan during repayment.

You will make payments to your servicer.



Understand the Benefits

Your loan may have benefits attached:

ÅAutomatic debit

ÅOn-time payments

ÅFee rebates



Grace Period

ÅStafford Loans ï6 months

ÅPerkins Loans ï9 months

Grad PLUS does not have a grace period!



5 Months



Strategic Repayment

ÅHave a plan

ÅUse deferments and forbearances as a tool

ÅUnderstand the different repayment plans

ÅAlways pay interest (capitalization)

ÅUnderstand Consolidation

ÅKnow Loan Forgiveness options



Have a Plan

ÅFocus on high interest rate debt first

ÅGet rid of credit card debt as soon as 
possible

ÅCheck for pre-payment penalties

ÅUnderstand the value of debt investment

- debt investment calculator



Deferments and Forbearances

ÅTools to allow you to temporarily suspend 

payments on federal loans

ÅDeferments require that you meet certain 

conditions such as being enrolled in school at 

least half time

ÅForbearances are at the lenderôs discretion



Deferments

ÅPayments may be suspended for period of time

ÅMust apply for a deferment with servicer

ÅMust meet eligibility criteria ïservicer will determine if you 
qualify 

Common reasons for deferment:

ÅAt least half-time at eligible school

ÅGraduate fellowship program

ÅRehabilitation training program 

ÅUnable to find full-time employment

ÅEconomic hardship

ÅMilitary



Forbearances

ÅTemporary delay or adjustment to monthly payments (6-

12 months in length) 

ÅMust apply for forbearance with servicer 

ÅDoes not adversely affect credit

ÅAccrued interest will be capitalized at end of forbearance

Common reasons:

ÅFinancial hardship, illness, internships, disasters



Repayment Options

ÅStandard Repayment

ÅExtended Repayment

ÅGraduated Repayment

ÅIncome-Contingent Repayment (DL only)

ÅIncome-Sensitive Repayment (FFELP 
only)

ÅIncome-Based Repayment (July 1, 2009)



Take Advantage of Tax Breaks Now

ÅYou can deduct up to $2500.00 per year in 
interest paid on educational loans.

ÅDeduction is phased out as annual income 
moves over $55,000.00 ($110,000.00 for married 
taxpayers filing jointly).

ÅThe deduction is completely eliminated when you 
earn more than $70,000.00 annually 
($140.000.00 for married taxpayers filing jointly). 



Loan Consolidation

http://www.loanconsolidation.ed.gov/

-Could extend your loan term

-Could increase the overall loan costs

-Benefits might be lost

-Your interest rate might go up

http://www.loanconsolidation.ed.gov/


Loan Consolidation

Consolidated:  $54,000, 
7.375%, 25 years        
(300 payments):

Payment:  $394.68

Total Payments:

$118,402.50

Unconsolidated:  $54,000  
(4 loans), 6.8% - 8.5%, 10 
years (120 payments/loan):

Payments:  $643.37

Total Payments:  
$77,204.56



Loan Forgiveness

ÅTeacher Loan Forgiveness

ÅPublic Service Loan Forgiveness

ÅAreas of National Need Loan 

Forgiveness



5 Years



Loan Example

Loan Balance: $80,000.00 

Loan Interest Rate: 6.80%

Loan Term: 30 years

Monthly Loan Payment:$521.54 

Number of Payments: 360

Cumulative Payments: $187,754.58

Total Interest Paid: $107,754.58



Loan Example ïEarly Repayment

Loan Balance: $80,000.00 

Loan Interest Rate: 6.80%

Loan Term: 15 years

Monthly Loan Payment:$710.15

Number of Payments: 180

Cumulative Payments: $127.826.11

Total Interest Paid: $47,826.11

You will save nearly $59,979.00 in interest charges.  

This savings translates into a guaranteed, tax-free, 

average annual return of 11%.



Saving tips

ÅSet specific attainable goals

ÅWrite them down

ÅBe willing to change your thinking and habits

ÅDonôt delay ïa 1 year delay could cost you nearly 

thousands in returns

ÅRule of 72 ï72/return = years it takes to double your 

investment

ÅSaving is the best way to achieve financial goals



Savings Calculator

Your monthly deposit of 

$250 for 40 years with an 

interest rate of 6.5% 

compounded monthly with 

an initial starting balance of 

$0:

Final Savings Balance:

$570,904.73*

Your monthly deposit of 

$250 for 20 years with an 

interest rate of 6.5% 

compounded monthly with 

an initial starting balance of 

$0:

Final Savings Balance:

$122,605.23**

*A 6 month delay would cost you $38,731.63.

**To achieve the final balance over 20 years would 

require saving more than $1150.00 per month.



American Student Assistance®

100 Cambridge Street, Suite 1600

Boston, MA 02114

(800) 999-9080

(617) 728-4265  F A X

(800) 999-0923  T D D

www.amsa.com


