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Some information you need to know about
student loans:
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Example 1 - unsubsidized loan interest

sradua ut interest will
dited to ccount. How much
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(1+—)C ) '4 - $10,993.43 total due

$1,893.43 interest accrued



Interest Capitalization related to previous example
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Example 2 - defer all payments
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Rich 1s attending a 4-vear college. As a freshman_ he was approved for a 10-vear, federal unsubsidized student loan in the amount of
£7.900 at 4.29%. He knows he has the option of beginning repavment of the loan in 4.5 vears. He also knows that during this non-

payment time, interest will accrue at 4.29%.

How much interest will Rich accrue during the 4.5-year non-payment period?

If Rich decides to make no payments during the 4.5 vears, the interest will be capitalized at the end of that period.

a. What will the new principal be when he begins makmg loan payments?

b. How much interest will he pay over the life of the loan?

Suppose Rich only paid the interest during his 4 vears in school and the six-month grace period. What will he now pay 1n interest over the

term of his loan?

Rich made his last monthly interest-only payvment on November 1. His next pavment 1s due on December 1. What will be the amount of

that interest-only pavment?




Assignment: pg 171 #2-6, 8-13 con’t
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° #6 Suppose that Rich had decided to apply for a private loan rather than a federal loan. He 15 considering a 10-vear loan with an interest rate
of 5.9%.

a. Determine his monthly payment. |:|

b. What 1s the total amount he will pav back? |:|
c. What 1s the total interest amount? |:|

Ted is a freshman attending a 4-year college. He has been approved for an $8,000 subsidized federal loan at

4.29% for 10 years. How much will the U.S. Department of Education subsidize in interest costs during his
4.5-year non-payment period? | ]



Assignment: pg 171 #2-6, 8-13 con’t

Britta has been accepted mnto a 2-year Medical Assistant program at a career school. She has been awarded a $6.000 unsubsidized 10-year
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federal loan at 4.29%. She knows she has the option of beginning repayment of the loan in 2.5 vears. She also knows that during this non-

pavment time, interest will accrue at 4.29%.

How much interest will Britta accrue duning the 2.5-vear non-payment period? |:|

. # 1 O If Britta decides to make no payments during the 2.5 vears, the interest will be capitalized at the end of that period. What will the new

principal be when she begins making loan pavments? |:|

° #1 1 Suppose Britta only paid the interest during her 2 vears in school and the six-month grace period. What will she pay in interest over the




Assignment: pg 171 #2-6, 8-13 con’t

7 #1 2 Britta has been accepted into a 2-year Medical Assistant program at a career school. She has been awarded a $6,000 unsubsidized 10-year

federal loan at 4.29%. She knows she has the option of beginning repayvment of the loan 1n 2.5 vears. She also knows that during this non-

payvment time, interest will accrue at 4.29%.

Britta made her last monthly interest-only payment on May 5. Her next pavment 15 due on June 5. What will be the amount of that

Suppose that Britta decided to take out a private loan for $6,000 for which loan pavments start as soon as the loan amount 1s deposited in
7 #1 3 her account and continue for 10 vears. The interest rate 1s 6.1%.

a. Determine her monthly payment. I:I

b. What 1s the total amount she will pay back? |:|
c. What 1s the total interest amount? I:I




