
Federal vs. Private
STUDENT LOANS
Understanding the crucial differences between federal
and private student loans is essential. While federal
loans often dominate headlines and political
discussions, private student loans represent a 
distinct opportunity with unique risk profiles, 
market potential, and the ability to meet specific
borrower needs that federal options may not 
address.

PRIVATE STUDENT LOANS

1 Competitive fixed or variable interest rates,
often lower than large national lenders
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Private student loans are offered by banks, credit
unions, and other financial institutions.

2 Flexible cosigner options to help borrowers
qualify for better rates

3 Personalized service and potential
relationship discounts

4 Credit and income requirements for approval

5 May offer different repayment terms and grace
periods

6 Community reinvestment focus, with profits
staying within the local area

7 Financial education resources to help borrowers
manage their loans responsibly

FEDERAL STUDENT LOANS

1 Fixed interest rates set by Congress

Federal student loans are offered by the 
U.S. Department of Education.

2 Income-driven repayment plans available

3 Potential loan forgiveness options

4 No credit check required (except for PLUS loans)

5 Subsidized loans available for undergraduate
students with financial need

6 6-month grace period after graduation before
repayment begins

7 Deferment and forbearance options for
financial hardship




