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IMPLICATIONS FOR EXTENSION:
Students and their parents need to understand the difference between federal and private student loans.  Extension programming should include resources on how to prepare and pay for college, as well as manage student debt after graduation.

In this report, the Consumer Financial Protection Bureau (CFPB) and the U.S. Department of Education (DOE) highlight key attributes of the private student loan market and identify consumer protection issues which policymakers may wish to address.  Here are the major findings of this report:
· The private student loan market grew from less than $5 billion in 2001 to over $20 billion in 2008, before falling to less than $6 billion in 2011 due to the financial crisis.
· During this growth period, underwriting standards were loosened, leading many students to borrow more than they needed.  Loans were made to borrowers with lower credit scores, increasing the risk of these loans.
· Since 2008, lenders have increased their underwriting standards, with most loans having a co-signor and most schools certifying the student’s need for financing.  Lending to sub-prime borrowers has been reduced.
· Many borrowers did not understand the difference between federal and private student loans and did not exhaust all their federal loan options first.  Private loans offer fewer repayment options than federal loans.
· Private loans were more likely to be used by students at for-profit colleges.
· Due to the 2008 financial crisis, many students are struggling to repay their private student loans.  Cumulative defaults exceed $8 billion (over 850,000 distinct loans).
· Private student lenders are comprised of three groups – traditional financial institutions (largest market share), non-profit state affiliated lenders, and direct loans from higher education institutions.

CFPB and DOE policy recommendations to Congress:
· Enhance the role of schools in the private loan origination process.
· Discuss the appropriateness of allowing student loans to be discharged in bankruptcy.
· Modernize the regulatory framework to ensure a competitive, level playing field where consumers fully understand these loans and lenders have appropriate data to make underwriting decisions.
· Both schools and private lenders need to work proactively to protect and inform borrowers.  
· Give borrowers experiencing financial distress greater flexibility and relief.  
