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Learning to get the best
deals on education loans

Many students depend on education loans to fulfil their dreams of high-quality higher education.
However, they also need to learn how to make the most of the eduction loan offers that are out there

BY SHAIKH ZOAIB SALEEM
zoaib.s@livemint.com

he costof quality higher edu-

cation is going up. According

toastudy by Crif Iigh marlk,

one of the four credit

bureaus in Indlia, the average
ticket size of education loans has gone up
from Rs2.5 lakhin 2010-11 to Rs6.77 lakh in
2016-17, which is an average year-on-year
arowth of over 16%.

The reportalso highlighted that in India
non-performing assets (NPAs) in education
loans crossed the mark of 10% in 2016-17.
But, the report said, lending institutions
werestill eager to lend to students, aseduca-
tion loans disbursed were about Rs20,000
crore in 2016-17, compared to Rs17,000
crore in the previous year. The growing
number of NPAs in this segment have made
banks more careful in approving and dis-
bursing education loans. Many ol vou will be
undertaking the journey from preparing lor
admission (o an institute to also applying for
an education loan at different banks or
financial institutions. Here is what experts
have to say about some of the important
aspects of taking an education loan.

WIHEN TOSTART PLANNING
Aswithanyother high-value spend, inedu-
cation loans too, planning in advance will
help a great deal. *The planning for financ-
ing education should ideally be done when
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Ganeriwala, co-founder, Collegily, an edu-
calion consultancy.
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Planners, and a banker-turned [inancial
adviser.

PSBs versus Private banks: For
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other travel papers needed; study permit:
academicrecord of the student; and incom
tax documents ol parents, guardiansor th
guarantor. Ifitis abig-ticket loan, banks als
ask for collateral.

“Withrising NPAsin this segment, bank
are now insisting on collateral,” Prahar:
said. The demand is also coming witl
changes in employment and immigratio:
policiesin countries that the students see
for high-payingjobs. The documentation i
these cases would also involve collatere
security-related documentation like verifi
cation and valuation certificates.

Collateral: For education loansolhighe
amounts, usually above Rsl10 lakh, the col
lateral required is usually more than th
approved loan amount. Towever, banks als
waive sucharequirement if the student ha
aconfirmed admission to top institutes.

Repayment: Most banks offer a repay
ment holiday or amoratorium of 6 month
to 1 year after the course is completec
Repayment ofloan starts immediately afte
the repavment holiday. However, theinter
est on the loan is to be paid periodically-
immediately after the loan is disbursed. S
even while your education is undergoing
youorvour guardian will have to keep pay
ing interest on the education loan.

SELF-FINANCING LIVING COSTS
Costollivingin the countries—like the Us
Canada, Australia and many Luropea:
countries—that are preferred by students
are higher than in India. If you are looking
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d SLUAETIL HUALES e es-prepardauon 1or
her chosen higher education. Family assets
are not always liquid and there are various
other considerations and [actors that make
itilliquid in the short run,” said Ajay Bohora,

co-founder, managing director and chiel

executive officerof [IDFC Credila, an HIDI'C
Ltd subsidiary that specialises in education
loans. Ifastudentis looking to study abroad,
itis quite possible that the university she is
applying to might also have a requirement
to furnish ‘proofofresourcesor funds’at the
application stage itsell. In such asituation,
having an approved loan [rom a bank, in
advance, can be helpful. “If an education
loan has been planned, keeping the finances
in order and properly documented—like
assets and liabilities—and taxes filed helps.
In most cases of studying abroad, the stu-
dent hasa time period ofaround 3-4 months
alter getting confirmation from a university
toarrange the education loan,” said Rohan
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FUDBLIUDdLLU LU BANDKD UL
PRIVATE B! SORNBF
Approval of an education loan can depend
on several factors, such as: student’s aca-

demic record, entrance test scores, ranking

and quality ol the institute and the course in
which admission is sought. All these factors
are considered to determine the future
employability of astudent. From a borrow-

ers perspectlive, apart from the process of

approval and disbursal, the rate of interest

isanimportant factor to be considered.
Public sector bank (PPSB): While the

process here could be more tedious, the rate

of interest could be lower. “Public sector

banks adhere to laid-down norms and pro-
ceduresand may take alitle longer for proc-
essing. Private sector hanks and NBFCs are
more prompt and also liberal in limits but it
(may have) higher costs. Sometimes interest
rate differential is around 4%, said Prakash
Praharaj. founder of MaxSecure Financial

HISLNCE, 100 10dlls neeaec o sway aprodd,
State Bank of India’s effective rate of interest
at present is 10.45%, whichisat 1 year MCLR
(7.95%) plus spread (2.50%). For HDFC
Credila, the effective rate is calculated with
the benchmark lending rate (BLR) plus
spread. Current BLR is 11.85% and spread is
determined on therisk profile in each case.

The processing fee could vary from nil to
Rs20,000 plus taxes, depending on your
relationship with the bank. Also factor in
costsofobtaining legal opinion and fees for
valuation and verification of the collateral
securities.

DOCUMENTS AND COLLATERAL

Documents: Usually, banks will ask for a
letter of admission [rom the university or
college; detailed cost break-up of the educa-
tional programme specifving the tuition
fees—term-wise, year-wise and any other
expenses involved; visa approval and any

reaueing e dimnourit o pe porrowed, yo
can explore other avenues to take care ¢
your day-to-day expenses. “Many student
manage theirliving cost by opting for part
time employment while studying. Universi
ties provide scope for working in libraries o
as research assistants. The number of stu
dents opting for this are more in the 2
year—and beyond—of their study,” Prahar:
said. Many universities also provide financ
ing options to students, wherein the payabl
fee can be spread over the period of study

[tisimportant forstudentsaswell as thei
parents, guardians or guarantors (o inves
time in understanding the process involver
inan education loan. The aim while takin
these loans, in most cases, is to gain high
quality higher education that in turn cai
provide high-paying jobs. However, stu
dentsand guardians also need to heware ¢
the institutions that are big on marketing
but low on quality and output.
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