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Consequences of Federal Student Loan Default

Borrowers with a defaulted loan may face several consequences simultaneously

Involuntary payments Notation on credit
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Collection fees Ineligibility for more aid




— Agenda

 How widespread is default/redefault?

 Which borrowers have seen the highest rates of default?

 Why do borrowers experience default?
« How do borrowers who see their loans default experience the
repayment system?




How Prevalent is Federal Student Loan Default?

Pew survey finds nearly 2/3rds of borrowers with default experience have defaulted multiple times

66% Defaulted more
than once

34% Defaulted once




Default Disproportionately Impacts the Financially Vulnerable

]
Financial Status Financial Disruptions
Always/often/
$0-524,999
Employment sometimes had gaps
2019 household $25,000-549,999 gaps Rarely/never had gaps
income $50,000-574,999
Varies quite a bit
575,000+ Household .
. . Some variance
income volatility
Zero or negative Roughly the same
Net worth
Positive
e Not at all or very little
Ability to afford
Unemployed an unexpected Somewhat
Employment . :
pioy Working part-time expense Very well or completely
status
Working full-time
Use of public ves
assistance No Ever Defaulted Never Defaulted
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Default Disproportionately Impacts Certain Demographic Groups

Ever defaulted

Never defaulted

Personal Characteristics

Black

Hispanic

White

Other Non-Hispanic

Female
Male

Race/Ethnicity

Gender

Life Experiences

Ever had disability
No disability

Widowed/divorced/

separated
Married/living together

Never married

Disability

Marital status




Certain Educational Experiences Are Linked to Default

No

Completion
Yes
Online
School mode Hybrid
In-person

Equal/Mostly Part-time
Enrollment status

Mostly Full-time

Ever Defaulted Never Defaulted
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Most Borrowers Gave the Same Three Reasons for Re/Default

Top Three Reasons Borrowers Cited For Defaulted/Redefaulted Loans
(not mutually exclusive)

Ever defaulted . Redefaulted

Other higher priority debt

Feeling overwhelmed
Unaffordable payments




Basic Communication Barriers Exist for Struggling Borrowers

Ever Defaulted | Never Defaulted

About three-quarters of borrowers who However, these borrowers are much
eventually experience default said they  less likely to say they are typically the
have ever communicated with their ones doing the outreach to their
servicer prior to default. servicer.*
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| 61% | 65%

*Of those who ever communicated with their servicer




— Contact Info

Feel free to reach out!

Phil Oliff
 poliff@pewtrusts.org
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