
 
 

June 24, 2013 

 

 

The Honorable Tim Johnson 

Chairman 

U.S. Senate Committee on Banking, 

Housing, and Urban Affairs 

534 Dirksen Senate Office Building 

Washington, DC 20510 

 

The Honorable Mike Crapo 

Ranking Member 

U.S. Senate Committee on Banking, 

Housing, and Urban Affairs 

534 Dirksen Senate Office Building 

Washington, DC 20510

 

Dear Chairman Johnson and Ranking Member Crapo: 

 

The Consumer Bankers Association (CBA) is Washington’s public policy leader for private 

student lenders and appreciates the opportunity to share some of our views with the Senate 

Banking Committee for its hearing entitled “Private Student Loans: A Regulatory Perspective.”  

CBA’s Education Funding Committee represents all the major bank participants in the private 

student loan business and is focused on promoting a private student loan market that is ethical, 

fair and reliable. 

 

CBA and its member institutions recognize the value of higher education. During all economic 

periods, those with a college degree will have a better opportunity at securing a job and will have 

higher earnings than those without a college degree. A 2009 report by the U.S. Bureau of Labor 

Statistics (BLS) highlights lower unemployment for those with bachelor’s degrees.
1
 It points out 

higher earnings – “this amount is 1.8 times the average amount earned by those with only a high 

school diploma.”
2
  

 

Unfortunately, college tuition has risen 1,120 percent since 1978.
3
 This leaves many students and 

families with the difficult question of how to finance higher education. Families and students are 

covering the cost of higher education through grants, financial aid, scholarships, college savings 

plans and income.  When these options do not cover the full cost of attendance, families and 

students then turn to loans.  

 

The federal government is now originating 93 percent of today’s loans, but private lenders play a 

critical role in bridging the financing gap when aid, scholarships and Stafford loans do not meet 

a student’s needs. In fact, the 2012 Consumer Financial Protection Bureau (CFPB)/Department 

of Education joint report, “Private Student Loans” called these products “useful tools in the 

education finance toolkit”
4
  

 

We have seen an evolution in the private market. Today, most if not all, of the top private lenders 

offer fixed-rate products that are competitively priced and broadly available. Variable-rate 

products are also available at historically rates for those consumers who choose to take 

advantage of the benefits that variable rates can provide. 



 

Innovation and more competition in the marketplace have directly benefited consumers seeking 

private loans tailored to their needs. The CFPB acknowledged that lenders are now offering 

products, which, in some cases, are “an appropriate substitute for an unsubsidized Stafford 

loan.”
6
   

CBA strongly believes consumers should have access to the necessary information to shop and 

compare loan products best suited for their needs. For example, private loan prices and terms 

work better than PLUS loans for some students. PLUS Loans have a 7.9 percent fixed interest 

rate with a 4 percent origination fee. Most of today’s private loans do not have origination fees, 

and a number of lenders offer fixed-rate products with lower rates for qualified borrowers.  

 

CBA’s members are in the business of helping students and families meet their higher education 

financing needs, and they are doing it in a responsible and effective manner. This can be 

observed through the performance of these loans.  According to the CFPB, private student loans 

have a default rate of 5.3 percent.
5
 In September 2012, the Department of Education announced a 

13.5 percent three-year default rate for Federal student loans.
6
   

 

Private student loans contain the most important consumer protection because they undergo 

rigorous underwriting and a full ability-to-repay assessment before the loan is even made. 

 

As the former Deputy Director of the CFPB Raj Date puts it, “People who are going to lend 

money should care about getting paid back. And if you care about getting paid back, you should 

inquire about, and evaluate, a borrower’s ability to pay you back. This should not be 

controversial.”
8
 

 

Underwriting of private student loans helps ensure customers do not over-borrow. While this has 

led to lower default rates, private lenders also have tools to help borrowers.  Private lenders 

continually do outreach to and educate borrowers while in school and increase contact before 

graduation to help them with the transition from school to the workforce.  

 

In addition, borrowers are allowed a six-month grace period before having to begin payments 

and can also receive another six months of extended grace (hardship forbearance).  Private 

lenders can also grant subsequent forbearances as permitted by regulatory guidance.  We believe 

more discussion on ways to assist troubled borrowers is important.  CBA recently sent a letter to 

the prudential banking regulators asking them to review several suggested ways to help 

borrowers who are “experiencing financial difficulty who are recent graduates, or early in their 

careers, when it is more difficult to enter the labor force and establish financial independence and 

stability.”
8 

 

Conclusion  
 

Higher education is critical for the future competitiveness of our country. Data clearly shows a 

degree opens the doors for future employment and higher earnings potential.  Private lenders, 

while a small portion of the market, are leading the way in responsible lending.  Through 

competition and innovation, we continue to see more loan options for students. 

 



1. http://www.bls.gov/spotlight/2010/college/pdf/college.pdf (pg. 3) See chart in appendix  
2. http://www.bls.gov/spotlight/2010/college/pdf/college.pdf (pg. 4) See chart in appendix  

3. http://www.decisionsonevidence.com/2012/08/cost-of-college-degree-soars-12-fold-since-1978/ 

4. “Private Student Loans” report by the CFPB and the Department of Education (page 11) 
http://files.consumerfinance.gov/f/201207_cfpb_Reports_Private-Student-Loans.pdf  

5. Private Student Loans” report by the CFPB and the Department of Education (page 16) 
http://files.consumerfinance.gov/f/201207_cfpb_Reports_Private-Student-Loans.pdf 

6. http://www.ed.gov/news/press-releases/first-official-three-year-student-loan-default-rates-published  

7. Testimony of CFPB Deputy Director Raj Date, July 19, 2012. http://financialservices.house.gov/UploadedFiles/HHRG-112-BA15-WState-
RDate-20120719.pdf 

8. CBA Letter to OCC, FDIC & Fed Requesting Flexibility on Student Loan Repayment Options (March 27, 2013) 

http://www.cbanet.org/documents/2013%20Comment%20Letters/032713_CBA-Letter-to-OCC-FDIC-&-Fed-Requesting-Flexibility-on-Student-
Loan-Repayment-Options.pdf 

 

CBA urges policymakers to focus their efforts on ways to make college more affordable and 

accessible for all.   During discussions on this topic, it is important that all stakeholders 

recognize the valuable role banks are playing in helping students and families meet their higher 

education financing needs. 

 

CBA looks forward to continuing to work with Congress, students and all stakeholders on these 

important issues. 

 

Sincerely, 

 

 
Richard Hunt 

President and CEO 

Consumer Bankers Association 
 

 

 

 

 

 

 
 

 


