BANK ON STUDENTS LOAN FAIRNESS ACT
Fact Sheet

The interest rate on federal subsidized Stafford loans is set to increase from 3.4 to 6.8 percent
on July 1. If Congress does not act soon, millions of college students will see their student loan
payments increase needlessly.

Student loan debt is a growing crisis, and it threatens our economic recovery. Outstanding
student loans now total more than $1 trillion, surpassing total credit card debt. Last month, the
Federal Reserve identified this mounting debt as a risk to household spending. The burden of
loans keeps borrowers from buying homes, saving for retirement, and engaging in consumption
that will keep our economy on the road to recovery. Keeping interest rates low is essential.

While borrowers struggle to repay their debt, the federal government is making money on its
student loan programs. This year, the federal government will make $34 billion on student
loans. The government even makes money on its loans to low-income students — 36 cents, on
average, for every student loan dollar it puts out. If Congress allows the interest rate on these
loans to double, the federal government will bring in even more revenue — money that comes
straight from the pockets of college students.

Some argue that it’s too expensive to keep government loans at low interest rates, but the
federal government makes low-interest loans all the time — just not to everyone. Big banks
can borrow money from the Federal Reserve with an interest rate of less than 1 percent.
Through the Federal Reserve discount window, a bank can get a loan at a rate of about 0.75%.

The biggest banks in the country — the ones that wrecked our economy and cost millions of
Americans their jobs — pay next to nothing on their debt, while students pay nine times as
much.

The Bank on Students Loan Fairness Act lets students take advantage of the same low interest
rates offered to banks through the Federal Reserve discount window:

e Sets Interest Rates for Government Loans to Students at the Same Level as
Government Loans to Banks. The Act would provide a one-year fix to the impending
interest rate hike by setting the rate for federal subsidized Stafford loans at the primary
interest rate offered through the Federal Reserve discount window as of July 1, 2013.

e Funded by the Federal Reserve, Administered by the Department of Education. The
Federal Reserve would make funds available to the Department of Education to make
these loans. While the Federal Reserve would now provide funding, the Department of
Education would continue to administer all other aspects of the federal subsidized
Stafford loan program in the same manner as it currently does.




