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Executive Summary

In July 2025, Congress eliminated the Grad PLUS student loan program as a first step
toward addressing rising graduate tuition costs. Shifting student borrowing toward a more
market-based model can help mitigate the risk that the cost of advanced education exceeds
the benefits a student can expect after graduation — an important change for individual
borrowers and the broader economy at large. However, significant work remains.

In this white paper, we discuss various implications of this reform, focusing on graduate
student lending, the ability of private lenders to meet new demand, and
recommendations to further improve the market for education funding.:

Key Findings

¢ CBA estimates the reforms to Grad PLUS could impact about 2.5% of all new
incoming graduate students, or 25% of the one-in-ten incoming cohort of graduate
students who would otherwise take on Grad PLUS, without additional policy or
market changes. Absent any reductions in current tuition prices or increases in aid
provided by schools and states, shifts in student school choices, or further policy
reforms, we estimate the private sector could underwrite student loans for a large
majority of those students (at least 75%) who would have otherwise taken on Grad
PLUS loans. These private loans would be priced and structured differently,
however, than what students would have received with a Grad PLUS loan. Grad
PLUS loans have historically been issued without meaningful assessments of
borrowers’ risk or ability to repay—leaving many students overextended and
costing taxpayers an estimated 25 cents for every dollar lent.2

e The reforms enacted by Congress will introduce greater market discipline, helping
to drive down the cost of graduate education. However, without additional
actions—particularly from schools and policymakers—certain groups of students
may still struggle to fully fund their tuition through private markets. While these
are precisely the students who will now be protected from excessive federal loans
they could not repay, further steps should be considered to facilitate their access to
advanced degrees without reimposing unsustainable federal debt burdens.

1 To inform both the analysis and recommendations in this paper, the Consumer Bankers Association (CBA)
organized a modified Chatham House style roundtable discussion of researchers, lenders, consumer
advocates, and various government officials to gather feedback. While the aim of the Roundtable was to
identify and explore issues and a range of possible policy solutions — without any expectation of consensus.
Accordingly, the positions set forth in this white paper should be attributed to CBA and CBA alone.
Participation in the CBA Roundtable is not an endorsement of the paper or the positions discussed here or
elsewhere by CBA.

2 See https://www.cbo.gov/system/files/2024-06/51310-2024-06-studentloan.pdf.
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Based on this analysis and discussions at a CBA-sponsored roundtable event with various
stakeholders, CBA has identified three areas in which key stakeholders, including schools
and policymakers, at both the federal and state level, can further support the reforms:3

1. Improve federal data availability and enhance loan reporting.

The federal government can provide greater transparency by producing samples of
loan-level data on schools and program performance (e.g., repayment rates, post-
graduation income, borrower credit scores). This could also enable private
markets to more efficiently price education loans.

The federal government—and its servicers—can furnish more granular student
loan data to credit reporting agencies, including basic fields such as loan product
type and payment status. This information will allow even greater ability for
private market participants to effectively underwrite more borrowers.

2. Fair-lending clarity is necessary to ensure lenders can use data
responsibly and compliantly.

Greater clarity around the permissible use of program-level data would help
ensure that private lenders can responsibly incorporate information that protects
students—informing borrowers about specific outcomes of university programs
while also supporting more affordable, competitive credit. Without clear
expectations about the ability to use program-level data, uncertainty could not
only stymie credit availability for graduate students but also blunt the impact of
reforms intended to deliver better outcomes for students and borrowers.

3. Encourage states and schools to address affordability directly.

States and schools can continue to explore opportunities to address the rising cost
of higher education — particularly for programs and students deemed to be most
in need of support (e.g., programs that have lower postgraduate income but offer
outsized benefits to the broader population). Options may range from new
approaches to grants and tuition assistance/reduction, as well as risk-sharing
agreements and loan forgiveness.

3 This paper also sets out a range of other potential reforms that policymakers may consider. For some of
these potential reforms, we share feedback from the CBA Roundtable. With all of these recommendations and
other reforms, participation in the CBA Roundtable is not an endorsement of the paper or the positions
discussed here or elsewhere by CBA.



What is Grad PLUS and what’s changing?

Federal government-backed student loans make up over 9o percent of all student debt
including both undergraduate and graduate loans, while private loans make up roughly 8
percent of all student debt including undergraduate, graduate, and refinance loans.4 In
recent years, the amount of federal loans to graduate students has been increasing as
Grad PLUS lending increased substantially.s

The Grad PLUS Loan Program is a federal student loan program designed for graduate
students that need to borrow beyond Direct Unsubsidized lending limits.¢ Grad PLUS
loans currently account for roughly one-sixth of the nearly $90 billion in overall federal
student loan originations every year. Median Grad PLUS loans are about $20,000-
$30,000 for each academic year.

After recent Congressional action, Grad PLUS loans will be unavailable for new borrowers
beginning July 1st, 2026. Existing Grad PLUS borrowers can continue taking out Grad
PLUS loans for the following three academic years. Accordingly, the majority of the nearly
$15 billion in Grad PLUS lending for the 2026-2027 school year will still be provided by
the federal government. However, by the 2028-2029 school year, we expect that new
Grad PLUS originations will be a fraction of the federal government’s current volume.

4 See Hanson, Melanie. Student Loan Debt Statistics. EducationData.org, (2025, August 8).
https://educationdata.org/student-loan-debt-statistics.

5 See American Enterprise Institute. (2023, December 8). A Framework for Reforming Federal Graduate
Student Aid Policy. https://www.aei.org/research-products/report/a-framework-for-reforming-federal-
graduate-student-aid-policy/.

6 The Congressional Budget Office (CBO) estimated that there would have been about $15 billion in new Grad
PLUS loans in 2025, with a steady increase to about $20 billion by 2032. See
https://www.cbo.gov/system/files/2024-06/51310-2024-06-studentloan.pdf.
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Who receives Grad PLUS loans now?

Grad PLUS borrowing is concentrated in professional degrees.

Roughly 10% of graduate students finish school with Grad PLUS debt, but the likelihood
and scale of borrowing vary widely across fields. Using the 2020 National Postsecondary
Student Aid Study — a nationally representative survey conducted every four years — we
segment graduate borrowers into broad degree categories.” The data make clear that
graduate programs diverge sharply in both career earnings potential and typical debt
loads.® Law and medical students, for example, are far more likely to take on substantial
debt compared with students in master’s-level science, education, or PhD programs. The
first set of findings underscores how borrowing patterns differ across degrees.? Only
about one in ten graduate students overall uses Grad PLUS in their final year, yet
professional programs look very different. Nearly half of law and medical students rely on
Grad PLUS, well above the rates in master’s and doctoral (Ph.D.) fields, where usage often
remains below 10%.

Younger students are overrepresented in high-borrowing fields — but
are more likely to have parental support.

Age and financial support patterns reflect these same program-level differences. About
30% of all graduate students report receiving parental support, and this support tends to
be concentrated in programs with younger enrollees.'® Law and medical programs have
the largest shares of students under age 26, whereas Master of Education and PhD
programs have the smallest shares of younger students.

7 We use the responses of students who are graduating in 2020 to approximate what an entering cohort would
look like. In doing so, we only use Grad PLUS loans taken out during the last academic year, to approximate
an annual flow of lending for a single cohort. We note, however, that the data provides limited visibility into
graduate students that enroll-but-do-not-complete their programs. In broad numbers, of the 3.5 million
active graduate students, roughly 1 million completed programs that year. Cumulative Grad PLUS debt is
considerably higher when accounting for every academic year, which is important to consider when reviewing
the available data that only reflects graduation year.

8 We use the degree breakdown due to the lack of more granular data. Ideally, the right data is by a particular
field of study at each institution — for example, Master’s in Computer and Information Sciences (CIP code
1101) at the University of Michigan, Ann Arbor. With that said, participants at the CBA Roundtable noted that
individual schools may have low numbers of graduates each year, complicating the useful of the data for
underwriting purposes. Underwriting models would likely have to regularize results accordingly by building
hierarchical models or employing machine learning prediction techniques for out-of-sample performance
based on similar schools, similar fields of studies, and/or the performance of students in the same degree and
same school across several graduating cohorts.

9 See Table 1, shared in the Appendix of Tables. Though not reported in the table due to lack of variation by
degree, a little over 10% of students do NOT have a credit card in their name. Card ownership is,
unsurprisingly, correlated with the prevalence of younger students in a specific degree program. The largest
exception is law students (with about double the reported percentage lacking a credit card in their name).

10 We define parental support as over $500 in contributions from parents/family as indicated by NPSAS
respondents.



Most students borrow modest amounts.

The borrowing amounts themselves also vary considerably (see Table 2 in Appendix). For
most graduate students, final-year Grad PLUS borrowing falls in the $20,000—-$30,000
range. But the distribution skews sharply upward for professional degrees. Law and
medical students disproportionately occupy the higher borrowing ranges, while
borrowers in science and education programs tend to take on more modest debt. Across
every field, however, the majority of borrowers, about 70%, remain under $20,000 in
their final year of borrowing.

A small set of degrees account for a disproportionate share of debt.

Another important view of the data is how different degree types contribute to the overall
volume of Grad PLUS borrowing (see Table 3 in Appendix). Professional programs
dominate the high end of the distribution. Law and medical students alone account for
more than three-quarters of all Grad PLUS loans exceeding $70,000, and degrees outside
the professional fields rarely accumulate debt above $50,000. Medical Doctorates (MDs),
Juris Doctorates (JDs), and Master of Business Administration (MBAs) collectively make
up about 40% of all Grad PLUS borrowers. Notably, law students represent only about 3%
of the graduate student population but 11% of Grad PLUS borrowing, while education
students, roughly 11% of graduate enrollment, account for only about 3% of these loans.

High cumulative debt is rare and concentrated in professional
programs.

Cumulative borrowing over the entire course of a graduate program reinforces these
patterns (see Table 4 in Appendix). About 3% of students who complete their graduate
degree carry more than $100,000 in total Grad PLUS debt. Almost all of those borrowing
more than $100,000 are students in medical, other professional doctorate programs, and
in law. A subset of these borrowers, roughly half of those with six-figure balances, exceed
$140,000 in cumulative borrowing.

New Federal Direct loan caps are unlikely to impact most graduate
students.

These borrowing patterns intersect with the new statutory caps on Federal Direct
graduate student loans (“Direct” loans). Recent reforms set annual limits of $20,500 for
most programs and $50,000 for professional fields. In practice, these caps are unlikely to
meaningfully constrain borrowing beyond the consequences of eliminating Grad PLUS
itself. Annual borrowing patterns show why: graduate students are more than three times
as likely to take out Direct loans than Grad PLUS loans, yet most borrow well below the
$20,500 annual ceiling. Almost no students borrow more than $50,000 in Direct loans.™

11'We, in turn, remove this column in Table 5, as it included only 162 students, all in medical or related
doctorates.



The small number of students with Direct borrowing between $35,000 and $50,000 are
overwhelmingly in medical or other professional programs that already qualify for the
higher cap (see Table 5 in Appendix). The several thousand students borrowing amounts
over $20,500 in various Master’s fields are likely either: in medical or professional fields
(e.g., specialized nursing degrees), are a result of noisy data (recording loans across
academic years), or could benefit from a “reverse Bennett hypothesis” if the new limits are
price constraining.

Non-completers hold relatively little Grad PLUS debt and are a small
share of borrowers.

An additional dimension of the analysis, one for which public data is unfortunately
limited, is the experience of graduate students who take out loans but do not complete
their degrees (“non-completers”). Non-completion is particularly relevant because
borrowers without a completed degree typically face substantially lower expected
earnings. There is no comprehensive public dataset reporting graduate completion rates
by program or institution, so we turn to a national survey of students who earned a
bachelor’s degree in 2008 and were surveyed again in 2018, ten years later.'3 This
provides a useful proxy for understanding how Grad PLUS borrowing shows up among
those who did or did not complete additional education.

The survey shows that most 2008 college graduates, more than 900,000 of the roughly
1.7 million students in the cohort, had not completed any further degree a decade later
(see Table 6 in Appendix). Within that group, approximately 18,000 held Grad PLUS
loans despite having no graduate degree, suggesting that they likely started but did not
finish a graduate program. Another roughly 5,000 borrowers fall into categories that also
indicate possible non-completion, such as individuals whose highest post-baccalaureate
credential is an undergraduate certificate, associate’s degree, second bachelor’s degree, or
a post-baccalaureate certificate.

12 Refenced to the issue popularized by former Secretary of Education William Bennett in a 1987 New York
Times op-ed titled “Our Greedy Colleges.” Bennett wrote that student aid policies “enabled colleges and
universities blithely to raise their tuitions, confident that federal loan subsidies would cushion the increase.”
Further, he noted that “federal student aid policies do not cause college price inflation, but there is little doubt
that they help make it possible.” CRS overview of the analysis of the hypothesis found at
https://www.congress.gov/crs external products/R/PDF/R43692/R43692.4.pdf.

See also other analyses of the 2025 reconciliation package capping annual and lifetime amounts on Graduate
Stafford loans., e.g., https://www.insidehighered.com/news/admissions/graduate/2025/06/26/can-
graduate-programs-survive-federal-loan-caps and https://www.aei.org/wp-
content/uploads/2025/07/Cooper An-Analysis-of-the-One-Big-Beautiful-Bill-Acts-Effects-on-Student
loans July-2025.pdf on the effect of Graduate Stafford caps, mostly combining them with Grad PLUS effects,
see also https://www.american.edu/spa/peer/upload/loan-limits-from-npsas rpt final.pdf. See also
https://www.aei.org/education/beware-graduate-programs-masquerading-as-professional-to-increase-
student-debt/ on concerns that some programs will reclassify themselves as “professional” to increase
graduate Stafford annual and lifetime eligibility. See, e.g., https://www.newsweek.com/full-list-degrees-
professional-trump-administration-11085695 for a more updated classification of what is included and what’s
not included in professional degrees.

13 See, e.g., https://instituteforeffectiveness.org/graduate-student-graduation-and-completion-rates.
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These 23,000 potential “non-completers” should be compared with the roughly 109,000
students who took out Grad PLUS loans and completed a higher degree since graduating.
Also, graduate degrees typically take fewer years to finish, and most students do not start
grad school immediately after graduating from college. Thus, out of the 23,000 potential
non-completers, it is likely that many are actively in grad school as they work on
completing their degrees. The Grad PLUS loan amounts also appear to skew considerably
lower for potential non-completers.

Overall, it seems unlikely that Grad PLUS loans to grad school non-completers is a crucial
concern. However, more public data shedding light on the issue would be tremendously
useful, both for education policy in general, and for pricing and underwriting grad school
loans by private lenders, in particular.



Underwriting Characteristics of Grad PLUS
Borrowers

Based on other major consumer loan underwriting markets (e.g., mortgages, auto, credit
cards) we use a combination of the following factors to estimate the private sector’s ability
to underwrite the influx of new education funding demand when Grad PLUS lending is no
longer available:'4

1. Borrower’s credit history (credit score) and access to a qualified co-signer;!s
2. Borrower’s expected postgraduation income; and
3. Student loan nonpayment rate by school and program,

Unlike the federal government, private lenders will underwrite borrowers based on credit
risk and assess their ability-to-repay the loan. The risk-based determination of interest
rates by private lenders will proliferate barring any federal guarantees, as discussed
below. Unfortunately, data availability is limited when it comes to the three
aforementioned lending factors because of public data gaps and pandemic-era public
policy choices that mask repayments and defaults on all federal student loans.®

Credit scores are generally prime, but skew heavily by age.

Figure 1 shows a histogram of credit scores for students currently in school who have
completed a 4-year degree, as of 2019 (latest year such data is publicly available). Most
respondents have a near-prime or prime credit score (above 660).

14 While certain factors such as school repayment rates (cohort default rate), and post-graduation income by
degree come with fair lending risks and considerations and are largely not used by private lenders, we use
them broadly here to understand the market.

15 We focus on credit score in this section as only about 30% of grad students receive parental support of over
$500, suggesting that there is currently limited instances of these students utilizing a co-signer.

16 See also https://www.nber.org/system/files/working papers/w23118/w23118.pdf and
https://www.brookings.edu/wp-content/uploads/2018/02/es 20180216 looneylargebalances.pdf on
repayment.
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FIGURE 1
Vantage credit score distribution for current students in 201917
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The histogram masks notable differences by age, which are shown in Table 7. In that
regard, 47% of adults younger than 25 years old have a credit score under 660. In
contrast, only 38% of adults between 25 and 34 years old have a credit score under 660.

Focusing only on respondents with a four-year degree or beyond, Table 7 shows that only
about 15% of borrowers 25 and above with a college degree have a credit score under 660.
Meanwhile, 31% of borrowers under 25 with a college degree have a credit score under
660.

Though not shown in the table, this dynamic also mirrors credit card ownership, with the
majority of respondents under 25 with a credit score below 660 not having a credit card,
while the vast majority of respondents between 25 and 34 have a credit card.

17 Source: CFPB Making Ends Meet Microdata, CBA calculations. Note, however, that the sample is relatively
small, with the histogram based on about 150 responses. Further, the sampling frame is anyone with a credit
bureau record; however, we are assuming that almost all potential graduate student loan borrowers either had
an undergraduate loan or have a credit card.



TABLE 7
Credit score distribution by age and college completion

<620 Deep |620-659 660-719 720-759 [760+ Super-
Age subprime Subprime |Near-prime |Prime prime
Less than 25 years 36% 11% 29% 10% 14%
25-34 years 31% 7% 18% 16% 27%
EZ; ilan 25 years with 4-year 29% 0% 49% 1% 19%
25-34 years with 4-year degree 11% 4% 23% 16% 47%

Source: CFPB Making Ends Meet Microdata, authors’ calculations.

Graduate earnings are highly uneven: some fields underperform
nationally while professional degrees show wide institutional
variation.

Post-graduation earnings differ substantially across graduate fields of study. Using
College Scorecard data for 2018—-19 graduates, we find that many of the nation’s most
common graduate programs report median earnings below $60,000 just three years after
graduation (see Table 8 in Appendix). This includes fields such as social work, teacher
education, educational administration, and criminal justice. These outcomes suggest that
a large share of graduate borrowers enter modest-paying careers relatively soon after
completing their degrees.

While individual schools can yield higher median incomes for some of
these fields, other degrees are less variable across schools.

Some higher-earning fields show significant variability across schools with MBA and JD
graduate outcomes being highly dependent on the school attended. For example, 22% of
MBAs graduate from schools with median earnings of over $100,000, while 25% graduate
from schools with median earnings of under $60,000.

In contrast, several fields exhibit consistently high earnings across institutions. All
PharmD students graduate from schools with median earnings of over $100,000 and
registered nurses (RN) do well regardless of the school they attend. At the opposite end of
the spectrum, social work (MSW) graduates have lower incomes post-graduation,
regardless of the school they go to.

10



Repayment rates vary widely by institution, closely tracking post-
graduation earnings.

From what’s available in the College Scorecard data, there is substantial variation in
repayment rates across schools, even when restricted to the same field.'® Unfortunately,
most programs’ outcomes are masked due to relatively low numbers of graduates in each
cohort for each school within each degree.

Repayment numbers are likely artificially low due to income-based repayment plans, and
the pandemic, when federal loan repayment was paused and missed payments were not
reported to the credit bureaus. We use outcomes for the 2017-2018 and 2018-2019
combined years, as these are the years that had at least some repayment data and were
somewhat removed from the pandemic and the CARES Act as.»?

The repayment numbers in Figure 2 show the fraction of borrowers who are making
positive progress three years after graduation (x-axis) and income three years after
completion (y-axis). The definition of positive progress on repayment is very loose
(defined as lowering your principal amount by at least $1 cumulatively over three years
overall) and is in many ways easier to satisfy than, for example, paying the minimum
monthly payment on a credit card.

18 See also, the Department of Education recently released nonpayment rates at the school-level — combining
all the programs together, including undergraduate, graduate, and even schools with vocational training.
https://fsapartners.ed.gov/knowledge-center/library/electronic-announcements/2025-07-23/nonpayment-
rates-institution-default-prevention-resource-nslds-delinquent-borrower-report.

19 Students graduating in 2018 had almost two years to make at least some progress on repayment before the
pandemic.

11
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FIGURE 2

Fraction of borrowers making progress in student debt repayment
versus median earnings from the same MBA program, three years
after completion.2°
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MBA programs are the only ones for which there were over 40 schools available with
either unmasked or ranged repayment numbers. In comparison, the second and third
most data-available programs, nursing and MSW, each had about 30 schools. The
number of schools with numbers reported within a degree dropped quickly after these
three types of programs.

We see a positive correlation between median income and loan repayment for MBA
programs. Additionally, private for-profit institutions stand out as having lower incomes
and lower repayment rates, suggesting that access to funding for students attending these
schools may be harder to obtain.2

20 Source: College Scorecard 2017/°18-2018/°19 data, authors’ calculations. Note: data de-duped from
multiple campuses reporting the same values as system-wide aggregates (for example, multiple campuses of
University of Phoenix). Whenever repayment was presented as a range, we used the midpoint of the range: for
example, we used 0.1 when “<=0.2” was reported. The dashed line is the weighted least squares, weighted by
the reported number of borrowers per program.

21 See also http://libertystreeteconomics.newyorkfed.org/2016/09/who-falters-at-student loan-payback-
time/.
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Estimating Private Sector Grad PLUS Underwriting
Capacity

Key inputs for estimating private underwriting capacity: credit,
earnings, and repayment history.

We use the various factors outlined above to develop an understanding of private sector
underwriting capacity: (1) borrower credit scores and access to a qualified co-signer,
(2) expected post-graduation income; and (3) student loan repayment rates.22

We combine these factors to derive the current Grad PLUS borrowers that could
potentially be underwritten without government involvement. At a high level, for each
degree of study (for example, MBA), we calculate these factors to show what current Grad
PLUS borrowers do or do not fall under different combinations. We assume stricter
underwriting standards for higher loan amounts, summarized in the underwriting “rules
of thumb” in Table 9 below.

How underwriting standards likely scale with loan size.

The underwriting framework we use is not intended to prescribe how lenders should
make decisions, but to approximate how a cautious, data-driven private market might
operate in the first years after the end of Grad PLUS. Because private lenders must assess
repayment probability without access to federal tools such as income verification or
income-driven repayment (IDR), we outline a set of practical rules to estimate which loans
could be responsibly underwritten in a transition period.

22 Lender underwriting methods will differ and we note that certain cohort level characteristics we use in our
analysis may currently be generally prohibited for use in underwriting private student loans. Nonetheless,
with the limited public data we have available, expect the outcomes of our analysis to closely align with those
of the private market.

13



TABLE 9
Underwriting rules of thumb.

Positive repayment
outside of the bottom

Academic year |Credit score over 660 |Future earnings |Future earnings
loan amount  |or co-signer support?3 |over $60k

decile
<10k
10k-20k REQUIRED
20k-30k REQUIRED REQUIRED
30k-50k REQUIRED REQUIRED
50k-70k REQUIRED REQUIRED REQUIRED
70k+ REQUIRED REQUIRED REQUIRED REQUIRED

Most small loans would likely qualify under our estimated private
standards.

For current loans under $10,000, a large majority of students could qualify. Combining
the available data on credit scores and parental support by age and degree, we
approximate that a small fraction (about 14%) of borrowers either have poor credit
histories (scores under 660) and/or would not be able to access a co-signer as shown in
the results in Table 10. Schools may also adjust net prices for these students, reducing the
need for higher borrowing.24

For loans between $10,000 and $20,000, credit history or a co-signer remain the central
factors for underwriting. These amounts resemble extended credit card or personal loan
exposures, and the private market has experience managing risk at this scale. We

23 See Supra notes 10 and 15 for definition of parental support/co-signer availability.

24 While tuition list prices may not change, increases in various grants and aid could compensate (maybe not
decreasing the list price, but increasing various aid and grants for such students). See
http://www.nber.org/papers/w31291 and research on the Bennett Hypothesis.
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therefore assume that borrowers without prime credit or a co-signer, roughly 14% of
borrowers, would face limited access.25

Mid-sized loans require credit strength and demonstrated earnings
potential in our model.

For loans closer to the median annual amounts, between $20,000 and $30,000, we
assume that in addition to having a prime credit score (or a co-signer), some evidence of
earnings potential after the degree completion help us understand the ability to assess the
borrowers’ future ability to repay their loan, especially for students with limited or no
current income. This underwriting relies on a calculation of borrowers’ ability to repay
coupled with credit scores. Because private lenders cannot administer IDR, they need
reasonable assurance that the borrower can manage scheduled payments. We proxy this
by delineating that the median earnings for graduates of the program exceed $60,000
three years after completion to adequately be able to repay a loan of this size.

Underwriting high-balance loans requires both program earnings and
repayment performance information in our model.

For even higher academic year loan amounts, $50,000 to $70,000, we also analyze the
history of student loan repayment by students who attended a specific program or
institution. This type of underwriting, considering both the borrower’s credit history
(often as proxied by their credit score) and various characteristics of the asset that the
borrower is acquiring with the loan, is common for mortgage and auto lending. In this
loan amount range, mortgage and auto lending become considerably more comparable to
student loans than credit card lending. Naturally, student lending is different because it is
almost impossible to collateralize the underlying asset (unlike mortgage and auto
lending).

The largest loans require strong evidence of high future income in our
model.

Finally, for the highest loan amounts, over $70,000, we use stricter expected income
requirements and focus on schools and programs with median incomes of over $80,000.

Table 10 below summarizes how various degrees align with the requirements we outline
above including future earnings and the portion of graduates without co-signers or a
credit score below 660.

25 See https://files.consumerfinance.gov/f/documents/cfpb consumer-credit-card-market-report 2023.pdf.
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TABLE 10
Degrees by various underwriting requirements.26

Degree Percent without either a co- |Future earnings |Future earnings
& signer or credit score over 660 |over $60k over $80k
Master of Science (MS) 13.4% 57% 23%
Master of Social Work (MSW)  16.8% 7% 0%
Master of Education or o
4% % %
Teaching; EdD 15-476 2376 3%
Master of Arts (MA); Master of o
. .0% % %
Fine Arts (MFA); DFA 14-0% 21 10
Law (LLB or JD) 12.7% 88% 33%
Master of Business o
. . . .9% % 6%
Administration (MBA); DBA 14.97 757 3076
Medical doctorates (MD, OD, o o o
DDS, PharmD, OD, PodD) 11.8% 100% 52%
Other masters degree program o
. . . .3% % %
(including nursing) 13:3% 5% 437
Master of Public Admin or
Policy; Master of Public Health 14.5% 54% 6%
(MPH)
PhD, PsyD, Other Doctor's 13.5% 89% 30%
Other professional doctoral 11.5% 100% 55%

26 Source: combination of sources for the tables above, and manually matching the top 3-4 CIP program codes
to degrees: for example, MS is a combination of Communication Disorders Sciences and Services; Health and
Physical Education/Fitness; Computer and Information Sciences, General; and Civil Engineering.
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Post-baccalaureate or post-
master's certificate; Not in a 13.2% NA NA
degree program

Grouping degrees by earnings potential simplifies our underwriting
estimates.

Next, our analysis bunches degree programs into two earnings potential categories: low
and high. We then use each of the categories’ averages for income calculations.

We also use the overall average of 13.9% for prime credit score borrowers for access to co-
signers as well, as it does not differ dramatically across fields. We assume that credit
scores and co-signers are distributed independently, however, that’s likely an overly
optimistic assumption.2” Accordingly, 13.9% might be an underestimate. For example,
every potential borrower with a subprime credit score may also not have access to a
qualified co-signer

We also assume that the bottom 10% of remaining programs (weighted by students) in
terms of repayment likelihood will be dropped by the underwriters for larger loan
amounts (as described above). Data is not sufficient to draw distinctions across different

degrees.

Table 11
Summary of underwriting requirements used in calculations

Credit score

Earnin.g? . Repayment outside |,1,0ve 660 or
gz;z:a ol [Degrees over 60k |over 80k |of the bottom decile
MS, MSW, Ed,
Low ﬁ?s/tﬁ?ﬁgiﬁ/lm, 36% % |90% 3%
Certificates
JD, MBA,
A
doctorates

27 See, e.g., https://www.nber.org/system/files/working papers/w34053/revisions/w34053.revo.pdf.
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An analysis of all graduate students shows that a small percentage may
be impacted by the changes to graduate lending.

A static analysis suggests, absent further reforms or anticipated market and behavioral
changes, an estimated 75% of prospective Grad PLUS borrowers could be underwritten by
private lenders based on available data on previous graduate student cohorts and Grad
PLUS lending.

Table 12 presents the estimated percentage of borrowers that could be underwritten by
Grad PLUS loan amount and degree. It assumes that the number of potential Grad PLUS
borrowers entering their program in the fall of 2026 is the same as the most recent cohort
and that there are no other changes in the market including schools reducing costs,
increasing scholarship aid, or otherwise. As discussed previously, roughly 10% of
graduate students in a given cohort use Grad PLUS loans. Of the 10% who would have
used Grad PLUS loans in the upcoming cohort, we estimate that 75% of them could be
underwritten by the private sector and 25% would not be able to be underwritten.28

Overall, without consideration of tuition reductions that reduce loan demand or amounts,
access to data that expands and enhances needed information to prudently underwrite
borrowers, additional financial aid from states or schools, or changing behavior of
students when selecting their programs or institutions, we estimate that roughly 2.5% of
all new graduate students entering their programs in the fall of 2026 could be impacted
by the reforms.

Any gap in underwriting will be distributed in different ways across degrees and loan
amounts. For the smallest loans ($0 - $20,000 above the new Direct loan caps), we
estimate that there would be only a very small gap. For the largest loans, we believe that
those made for the fields with the highest earnings potential are most likely to be
underwritten while large loans for fields with much smaller earnings potential are less
likely to be underwritten.

We note that our estimate may be too high or low due to several data limitations reported
in NPSAS. For example, since the data examine 3-year earnings, the earnings for medical
doctorate students might be artificially depressed, as most of these borrowers may still be
in residency. Master of Science and other masters degrees include both highly lucrative
fields (for example, engineering and nursing, respectively), but also many less lucrative
fields. It is plausible that this category of “other masters” could be comprised of more
Grad PLUS borrowers in degree programs with far greater earnings potential than from

28 A recent analysis by researchers at the Federal Reserve Bank of Philadelphia estimates that roughly 40% of
current Grad PLUS borrowers would not be underwritten compared to the 25% estimated in our analysis. Our
results different along two key dimensions: 1) the data used by the Federal Reserve is more extensive,
combining records from the National Student Clearinghouse (NSC) with FRBNY Consumer Credit
Panel/Equifax data (CCP)—both of which were not available to our team, and 2) the Federal Reserve analysis
does not assume the same level of co-signer availability and lending for smaller amounts—reducing the
percentage of eligible borrowers compared to our analysis.

18


https://www.philadelphiafed.org/consumer-finance/education-finance/student-loans-for-graduate-school

degree programs with less earnings potential, which would increase the overall number of
borrowers that the private sector could underwrite.

Additionally, it is likely that schools will step in to support students who cannot borrow
enough funds through grants, aid, or lower tuition costs for certain degrees. For example,
suppose a borrower needs to borrow $75,000, but the institution’s degree program has a
three-year annual income expectation below $80,000. This student may struggle to
secure the entirety of the amount they need to finance. It is likely, and supported by
historical data, that a school would then extend a grant, provide work aid to the borrower,
or simply lower tuition to ensure that the borrower’s need falls below $70,000, allowing
the student to qualify. Such accommodation by schools would resolve much of the lending
gap in higher loan amounts for JD and MBA programs in particular, as the gap for
$70,000+ loans is 68%, but it’s only 30% for $50,000-70,000 loans. Alternatively, the
borrower could find a school with better terms offering the same field of study.2®

TABLE 12
Estimated percentage of current Grad PLUS borrowers that could be
underwritten in the private sector by loan amount and degree.

Grad PLUS Loan Amount
Degree
<10k |10k-20k [20k-30k [30k-50k |50k-70k |70k+ ey Gl
PLUS
Master of Science (MS) 0% 86% 31% 31% 28% 10%  79%
Master of Social Work (MSW) 0% 86% 31% 31% 28% 10%  41%
Master of Education or Teaching; EAD 0%  86% 31% 31% 28% 10%  73%

Master of Arts (MA); Master of Fine

Arts (MFA); DFA 0%  86% 31% 31% 28% 10% 68%

Law (LLB or JD) 0% 86% 78% 78% 70% 32% 76%

Master of Business Administration
(MBA); DBA

Medical doctorates (MD, OD, DDS,
PharmD, OD, PodD)

0% 86% 78% 78% 70% 32% 86%

0% 86% 78% 78% 70% 32%  79%

Other master’s degree program

(including nursing) 0% 86% 31% 31% 28% NA 67%
NoerolPublioMdmin or B o o s o o
PhD, PsyD, Other Doctor's 0%  86% 78% 78% 70% NA  83%
Other professional doctoral 0% 86% 78% 78% 70% 32%  88%

29 See http://www.nber.org/papers/w31291 and research on Bennett’s Hypothesis in general.
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Post-baccalaureate or post-master's

o, o, o, o, o, (o) o,
certificate; Not in a degree program 0% 186% 31% 31% 28% 10%  44%

Total gap 0% |86% 61% 50% 57% 28% |74%

Source: CBA calculations.

Student loans will differ in the private market

We estimate that, barring further changes by schools or state and federal policymakers,
private lenders will be able to underwrite roughly 75% of Grad PLUS borrowers. For these
borrowers, loan structures will likely look different than those received under the federal
government’s Grad PLUS program based on the factors we outline below.

Private lenders face major verification and compliance barriers to
replicating income-driven repayment plans.

Most current Grad PLUS borrowers, roughly 85%, according to the CBO, participate in
federal IDR plans.3° These plans tie monthly payments to income and forgive remaining
balances after 10—25 years. For borrowers with low early-career earnings, monthly
payments often fall below the amounts of accruing interest, which can cause balances to
grow even as the borrower remains in good standing. The federal government is uniquely
positioned to administer IDR because it can verify income through tax records and collect
payments through mechanisms such as tax refund offsets.

While IDR may provide protections for borrowers whose earnings are unpredictable or
lower than expected, borrowers stay in debt much longer and can accumulate much
greater interest. These protections also make federal lending costly: IDR is the primary
reason Grad PLUS loans currently lose roughly 25 cents per dollar lent.3! Private lenders
cannot replicate federal IDR programs because they do not have access to IRS income
datas2, cannot easily verify borrower earnings, and must operate under safety-and-
soundness requirements that limit long-term negative amortization.

Together, these differences mean that monthly payments for future private loans will
depend on a borrower’s credit profile rather than on federal IDR formulas. In some cases,
payments may be higher or lower than under Grad PLUS, depending on risk-based
underwriting outcomes. As additional data becomes available, lenders may be able to
offer more tailored pricing that better reflects repayment potential, reducing the number
of students who face unaffordable payment burdens after graduation.

30 See CBO, Supra note 2.
31 Tbid.

32 See, e.g., https://www.aei.org/education/next-tax-season-millions-of-student loan-borrowers-face-an-
unpleasant-surprise/.
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While private lenders do offer assistance to borrowers in need of help,
safety and soundness regulations necessitate that such programs will
differ from programs offered by federal loan programs.

Some private student lenders allow for shorter-term forbearance or interest-only payment
options in certain circumstances. However, forbearance for private loans has to be
managed more carefully given federal regulatory guidelines and safety and soundness
considerations, and is therefore often limited or restricted in the private market.33 For
example, while private lenders offered some flexibility on payments through COVID, they
were not able to offer the extraordinary payment pause on all student loans for nearly
three years like the federal government did. Similarly, while deferment and grace period
options are available for private student loan borrowers while in school, interest accrued
during this period on private loans is not paid for by the government as it is for federal
loans. In both the case of forbearance and deferment, as well as other options for
financially distressed borrowers, any programs offered by private lenders are required to
account for safe and sound banking practices, proper risk management, and accounting
principles concerning troubled debt restructuring (TDR).34

Risk-based pricing replaces one-size-fits-all Grad PLUS loan terms.

In our analysis, we frame underwriting decisions as a binary outcome — either the student
gets a loan or they do not. In reality, we are likely to see a continuum of risk-based
outcomes, just like we do with the other large consumer lending markets, including
mortgages, auto, and credit cards.

We are also likely to see risk-based pricing across each of the underwriting dimensions
we’ve discussed above. In particular, this means that students with lower credit scores or
lacking a qualified co-signer are likely to pay higher interest rates or receive smaller loan
amounts. We would need more data to build a stylized underwriting model to analyze the
exact interest rate and loan amount differences across borrowers in this analysis.

Monthly payments vary as risk-based pricing replaces uniform federal
terms.

It is hard to know what the exact difference between Grad PLUS and private student loan
monthly payments will be as interest rates, loan amounts, and other terms will vary by
lender and by student. However, we could expect some combination of the following
adjustments to occur in the private market: (i) interest rates driven by risk-based pricing
reducing or increasing monthly payments, and (ii) fewer or smaller loans made to
students who are not able to meet underwriting criteria and who would likely not be able

33 See e.g., Comptroller’s Handbook, Student Lending p.37 at https://www.occ.gov/publications-and-
resources/publications/comptrollers-handbook/files/student-lending/pub-ch-student-lending.pdf

34 Ibid. p.7.
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to repay their loans. Any combination of these changes could increase or decrease
monthly payments for borrowers compared to Grad PLUS loans.

Another factor that is likely to impact monthly payments is the inability of most private
lenders to offer IDR plans. As discussed above, while IDR can significantly lower the
monthly payment for a borrower (though it can also prolong payments for years, and
accrue significantly more interest resulting in a far more costly loan over the long-term),
it presents significant costs to the lender. The Grad PLUS program currently loses roughly
25 cents on each dollar lent out, according to a CBO report, and that’s assuming a much
lower cost of funds for the federal government.3s While the federal government is able to
offer IDR programs by absorbing these costs, private lenders are not able to operate
lending programs consistently at a loss. Thus, fewer students’ monthly payments are able
to be tied directly to their monthly incomes.

35 See CBO, Supra note 2.
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CBA RECOMMENDATION 1

The federal government should release anonymized
loan-level data to support accurate private
underwriting.

The federal government can substantially improve the functioning of the private graduate
loan market by producing anonymized samples of loan-level data on program performance
including payment rates, post-graduation income, and borrower credit characteristics.
Importantly, government participation in student lending need not be strictly “all-in” (as
under today’s federal model) or “all-out” (as in the credit card market). Education finance
is a unique sector that warrants targeted support, especially where information gaps
currently constrain private underwriting.

Loan-level data would enable much more precise underwriting than
today’s program-level averages.

At present, private lenders must rely on limited data about the student and the value they
are likely to see from attending a particular graduate school program, making accurate
risk assessment difficult. Anonymized borrower-level data, similar to what already exists
within the Department of Education, the Treasury, the Federal Reserve Bank of New
York, and other agencies, would allow lenders to build underwriting models that reflect
true program performance.

This is not something unique as the government sponsored enterprises, Fannie Mae and
Freddie Mac, release anonymized loan-level data publicly each quarter to help mortgage-
backed securities investors price risk. These datasets include information on borrower
credit scores, loan-to-value ratios, and delinquency outcomes. The student loan market
could benefit from a parallel model, and the federal government already possesses the
necessary data.

A student loan equivalent of this data release would replace ad-hoc assumptions with real
underwriting models. As shown in this paper, the absence of granular data forces analysts
to rely on rough rules of thumb. Loan-level data would allow lenders to better estimate
repayment risk and borrower capacity—enhancing lenders’ ability to support broader
credit access, and a more competitive market.

The College Transparency Act advocates for building such a data system.3¢ Specifically,
according to the bill sponsors, the College Transparency Act seeks to modernize the
college reporting system for postsecondary data by providing accurate reporting on
student outcomes such as enrollment, completion, and post-college earnings across

36 See https://www.help.senate.gov/rep/newsroom/press/chair-cassidy-warren-colleagues-reintroduce-
college-transparency-act.
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schools and majors. The CBA Roundtable participants agreed that such a law would help
lenders enter the market and underwrite students. However, the College Transparency
Act advocates for this data system to be built not later than four years after the date of
enactment, which is of little comfort to the grad students who would start their studies
before this data is available. Moreover, the loan-level data would be available only to
researchers, despite lenders needing it to approve and to price loans. Thus, both
dimensions might benefit from faster timelines and more data availability for lenders (of
course anonymized, just like it would be for researchers). Meanwhile, the Department of
Education already has its own dataset available: National Student Loan Data System
(NSLDS).3” The Department of Education could make a nationally representative sample
available to lenders (and other researchers, if desired) in the upcoming months. The
dataset has most of the information needed, aside from linkages to the IRS income of
graduates.

The IRS linkages could be accommodated by the Department of Education if necessary, as
they use such a match to construct the College Scorecard data.38 Anonymized loan-level
data does not have to contain individual-level IRS data. For example, the loan-level data
could include averages or medians of student earnings from the same program the same
school, potentially aggregating across years for privacy suppression.3? Especially with
various repayment changes throughout the pandemic, the income data from IRS might be
considerably more useful for lenders to determine ability to repay the loan, at least in the
following few years. Eventually, this loan-level data could also be merged with credit
bureau records, showing the students’ credit scores before entering the program, like
datasets from other federal agencies.4°

Indeed, while this data is critical for the private market to broaden credit access to
support more borrowers who will no longer have access to Grad PLUS loans, this
transparency is essential to solve many of the greatest concerns that plague the current
student loan system. This data should be made public, to enable the private market to
innovate and compete to meet borrowers’ needs, so taxpayers and policymakers
understand what policy programs are working, and critically, so that prospective students
can assess what programs, schools, have longer-term success so they can make better
informed decisions.

37 See https://nsldsfap.ed.gov/about.

38 See https://collegescorecard.ed.gov/assets/InstitutionDataDocumentation.pdf.

39 See, e.g., https://www.urban.org/sites/default/files/2023-
02/Comment%20Letter%20in%20Response%20To%20the%20Department%200f%20Education%E2%80%9
9s%20Request%20for%20Information%20Regarding%20Public%20Transparency%20for%20Low-
Financial-Value%20Postsecondary%20Programs.pdf also suggesting aggregating across years for smaller
programs and smaller schools.

40 See, e.g., https://www.fhfa.gov/data/nmdb.
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Loan-level data could include:
e Program/degree;
e Institution;

e  Whether the borrower completed the program in a reasonable time window (say,
150-200% of the typical completion time);

e Credit score;
e Income (at application, while in school, and post-graduation);
¢ Delinquency/payment status.

With standard privacy safeguards already used by the Census Bureau, Federal Housing
Finance Agency, and Department of Education itself, anonymized release is operationally
feasible. 4t With prioritization, an initial dataset could be available as early as 2026 —early
enough for lenders to begin underwriting for the September 2026 graduate cohort. CBA
Roundtable participants strongly supported such a release, noting that this is not merely
for research: it is essential to establishing a functional and competitive private
student loan market.

The federal government should improve reporting of student loan
attributes to credit bureaus.

A second, complementary step is improving the completeness of student loan data
furnished to the major credit reporting agencies. Doing so would give lenders visibility
into key borrower attributes, helping them assess repayment ability and price loans
accurately.

More complete credit reporting would give lenders a more complete picture of borrowers’
existing obligations. Private lenders currently have limited insight into the structure of a
student’s federal loans, including whether they are Grad PLUS, Direct, or Parent PLUS;
whether they are subsidized or unsubsidized; and the borrower’s repayment status. These
attributes directly affect a student’s ability to repay new credit.

Past experience shows that enhanced reporting is straightforward and achievable. During
the COVID-19 payment pause, the Department of Education instructed servicers to use
special comment codes to flag paused loans on consumer credit reports. This
demonstrates that federal agencies and servicers can update reporting systems quickly
when needed.

41 See, e.g., https://www.annualreviews.org/content/journals/10.1146/annurev-statistics-010422-034226,
https://www.census.gov/content/dam/Census/programs-surveys/sipp/methodology/FSRDC-Disclosure-

Avoidance-Methods-Handbook.pdf, and https://www.tmlt.io/casestudy/illuminating-college-outcomes-

while-protecting-privacy.
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Standardized reporting of product type, subsidy status, and payment status, set out in
Table 13 below, would fill critical data gaps and significantly improve underwriting

accuracy.

TABLE 13

Loan-level and loan attribute data fields

Loan Attribute Data

Product Type Subsidy Type Payment Status
Undergraduate Subsidized In Active Repayment42
Independent Borrower

Undergraduate Unsubsidized Discharge

Dependent Borrower

Direct Loan Forgiveness
(Graduate and Grad PLUS)

Parent PLUS Deferment

Consolidation

Income-Driven

Forbearance

Rehabilitation

Wide reporting of these attributes would not change students’ credit scores at least in the
beginning of such reporting. However, as historical data accumulates, models like FICO
and VantageScore could incorporate these insights, improving predictive accuracy
without penalizing borrowers unfairly.

42 Making full principal and interest payments without other payment plans or programs applied.
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CBA RECOMMENDATION 2

Fair-lending clarity is necessary to ensure lenders
can use data responsibly and compliantly.

Using school- and degree-level metrics to assess credit and repayment risk raises
important model risk management considerations under fair lending laws. Certain
program-level indicators, cohort default rates for example, may create regulatory risks if
they are not incorporated with clear standards or safeguards (for example, it could
increase the potential for disparate impact violations under certain regulatory
perspectives). Regulators such as the CFPB have issued guidance on the use of these
metrics in the past, and additional clarity would be valuable as more data becomes
available to ensure alignment with existing law and sound compliance oversight.43 A well-
defined framework would also support a key consumer benefit: enabling lenders to use
reliable data to help students avoid programs with consistently weak completion or
earnings outcomes. Federal policymakers already employ versions of these safeguards for
similar reasons.44 Requiring lenders to treat all programs identically, regardless of
measurable outcomes, could limit the ability to incorporate information that protects
borrowers and could lead to higher costs or reduced credit availability.

At the CBA Roundtable, participants spent considerable time discussing how program-
level information could be used responsibly and compliantly with fair lending
requirements. Participants generally agreed that program performance varies
meaningfully and that lenders, like policymakers, are likely to seek to incorporate these
differences when assessing risk. The challenge, however, is the complexity and
fragmentation of current expectations. Industry participants noted there are limits as to
what is permitted under federal rules, uncertainty about how existing and evolving state-
level expectations interact with federal guidance, and how examiners interpret
requirements in practice, sometimes through informal or unwritten channels.

This combination of regulatory ambiguity and limited data creates a meaningful risk that
the private market could remain constrained or hesitant, potentially resulting in reduced
credit availability for students entering graduate school in Fall 2026 unless further action
is taken.

43 See CFPB Report: Private Student Loans (Aug. 29, 2012) at 79-80, available at
https://files.consumerfinance.gov/f/201207 cfpb Reports Private-Student loans.pdf.

44 See https://www.ecfr.gov/current/title-34/subtitle-B/chapter-VI/part-668 /subpart-N/section-668.206,
see also https://www.urban.org/research/publication/gainful-employment-rule-under-second-trump-
administration.
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CBA RECOMMENDATION 3

Encourage states and schools to address
affordability directly.

Schools can adjust prices through grants, aid, and internal
reallocations as borrowing constraints tighten.

As noted above, we expect that schools will selectively lower their effective tuition
consistent with a “reverse Bennett hypothesis” whereby reductions in available federal
student loans cause schools to lower tuition prices. If students can borrow less,
institutions have incentives to maintain enrollment by adjusting net prices—most
immediately through expanded grants, assistantships, work aid, and targeted tuition
reductions. This dynamic mirrors the earlier period when the introduction of Grad PLUS
increased borrowing capacity; many schools responded by raising effective tuition.45 The
adjustment now would move in the opposite direction.

School backstop arrangements may be feasible only in narrow
circumstances and likely as transitional tools.

Schools could also try to enter into agreements with lenders to backstop any loans to the
school’s students.4 However, CBA Roundtable participants raised concerns that the
institutions with the financial strength to do so (e.g., elite private universities and well-
resourced flagship public universities) are generally those whose students already present
lower credit risk. The schools that would likely need to enter into such backstop
agreements are schools at the other end of the spectrum, with graduates not making
particularly high salaries and facing a high likelihood of non-repayment. Accordingly,
there might be only limited space for schools backing loans to their graduates. It would
likely have to be high-endowment institutions, backing focused fields of study — similar to
what we discuss in a later section on federal government backing.

As CBA Roundtable participants suggested, at some point school-backing agreements
require the lender to analyze the school’s creditworthiness. Schools whose borrowers
already qualify for private loans are the very ones most capable of offering guarantees;
schools with weaker outcomes would not have the financial resilience to sustain them. As
a result, school-backed agreements are likely to be limited in scope and duration.

At least some schools will find a way to cross-subsidize programs internally. For example,
more profitable MBA programs could subsidize less profitable MSW programs. This type

45 See http://www.nber.org/papers/w31291.

46 See, e.g., https://www.aei.org/research-products/report/risk-sharing-the-student loan-reform-whose-
time-has-come/ for an insightful discussion of schools reimbursing the federal government for student loans
in general (not just in the context of Grad PLUS changes), and discussing a similar reform in Brazil.
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of cross-subsidization is already occurring. The real question is likely centered around
how much more of such cross-subsidization schools will do, and how long it will take to
reorient university budgets and change tuition across programs. Universities with larger
endowments might find it easier to rearrange the non-endowment budgets flowing to
various programs throughout the university.

States can target support to high-need fields, critical institutions, or
in-state employment.

States also have tools to mitigate affordability pressures. They could offer grants, and
focused loan backing for programs aligned with state workforce priorities such as teacher
preparation in states with chronic shortages, or restrict support to their flagship public
universities, where governance and accountability (to state voters) are clearer.

States may also expand targeted loan forgiveness for graduates who work in essential
roles within the state (e.g., teaching). While such programs do not eliminate the need for
upfront financing, they can materially improve the long-run affordability of choosing
important but lower-paying careers.

CBA Roundtable participants generally agreed, however, that state fiscal capacity is likely
to be constrained in the near term. Large-scale interventions are improbable without
significant reallocation of existing higher-education spending. One possible long-term
strategy would be to shift portions of federal student support directly to states, allowing
them to choose which institutions and programs to fund, or to subsidize graduates
working in priority occupations regardless of where they studied.
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Other potential policy considerations.

In the research for this paper and, in some cases in the discussion of the CBA Roundtable,
we explored additional policy ideas that could, in theory, influence the transition to a
post—Grad PLUS market. We summarize these below, though none emerged as necessary
or advisable at this stage.

Adjustments to prudential and supervisory oversight were raised but
not as a near-term need.

Some roundtable participants noted that prudential regulators may initially take a
conservative stance as banks consider expanding into a new lending segment. While
understandable, the expected size of the market, roughly one-third of today’s Grad PLUS
volume in 2026, and the availability of stronger data reduce concerns about systemic risk.
Better federal data (Recommendation 1) would do more than any regulatory adjustment
to support responsible entry, and most institutions already have frameworks for
managing new credit products. For these reasons, changes to capital or supervisory
requirements do not appear necessary. CBA has long advocated for “like activity, like
regulation and supervision,” across the financial services landscape. Similarly, we aspire
for consumers to be able to rely on consistent consumer protection and regulatory
standards regardless of where they get their student loans.

A federal backstop could narrow remaining gaps but poses design,
cost, and incentive challenges.

Participants also discussed whether a targeted federal guarantee could help ensure
continued access to funding for students in fields with consistently lower earnings. In
theory, a narrowly tailored, breakeven guarantee similar to elements of the Small
Business Administration (SBA) or GSE models could reduce lenders’ downside risk and
expand access for hard-to-underwrite borrowers. 47

For nearly 45 years, beginning in 1965 and ending 2010, the federal government provided
guarantees to student lenders in the Federal Family Education Loan (FFEL) program.
Congress ended FFEL because it was more expensive, less efficient, and still put taxpayers
on the hook. CBA Roundtable participants were unanimous that any such future program
should urgently avoid resemblance to the pre-2010 FFEL framework. Additionally, any
similar guarantee program would be complex and extremely challenging to design to

47 See https://www.cbo.gov/publication/60682, fair value estimates. Unlike the SBA, Fannie Mae and
Freddie Mac securitize mortgages and guarantee 100% of principal to Mortgage Backed Securities investors,
who instead focus on pricing prepayment risk from refinancing or home sales. With sufficiently high
origination fees or prepayment penalties, prepayment risk in student loan asset-backed securities could
likewise be limited. Although the federal mortgage guarantee program is roughly budget-neutral, creating a
comparable securitization system for student loans would be complex, require years of market adaptation,
and could remove lenders’ incentives to monitor credit risk. The GSEs themselves required substantial
taxpayer support during the financial crisis, underscoring these dangers.
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ensure it be efficient, support borrowers, and avoid the same taxpayer exposure and costs
as FFEL. Any proposed guarantee program would need to be limited in scope, focused on
specific fields, and structured to preserve incentives for responsible underwriting. As
such, and while there are likely other programs that could serve as useful models, the idea
has conceptual value but does not form part of this report’s recommendations.

Tax-deductibility and bankruptcy reforms merit longer-term
discussion

Participants also raised topics such as tax deductibility for student loan interest or
modernizing bankruptcy treatment for older loans.

For example, the federal government could make interest on private student loans fully
tax deductible. This would be similar to mortgage interest, and treating education as an
investment in future earnings that could potentially have longer-term benefits that
outweigh those costs is notable. Such deductions could be targeted to specific programs
and tied to broader low-income tax policies like the Earned Income Tax Credit.

Separately, Congress could also restore the ability to discharge private graduate student
loans in bankruptcy, reversing the 2005 Bankruptcy Abuse Prevention and Consumer
Protection Act changes. Because education debt is unsecured and tied to human capital,
allowing discharge after a set period, such as 10 to 20 years after leaving school, would
avoid encouraging strategic bankruptcy while recognizing that long-term nonpayment
often signals debt that will never be repaid. This would better align student loans with the
broader bankruptcy system, particularly since mid-career borrowers are currently the
most likely to be delinquent.

While these may have merit in a broader debate on affordability and borrower relief, they
do not address the immediate transition challenges and therefore fall outside the core
recommendations of this report.
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Conclusion

Congress’s recent reform of graduate lending is an important step toward addressing the
rising cost of graduate education. It represents an initial shift toward a more market-
based approach that better aligns loans with programs where the expected benefits of the
degree exceed its costs.

Our analysis indicates that while private lenders can serve a substantial share of graduate
borrowers, schools and federal and state policymakers can help ensure a smoother
transition and preserve access to affordable, well-structured financing. The reforms
enacted by Congress mark meaningful progress, but they also reveal where better
information, clearer standards, and targeted affordability efforts are needed to strengthen
the system for students.

Specifically, more action is required to address the underlying cost of higher education
and to improve lenders’ ability to responsibly underwrite new loans. Federal agencies can
expand access to data on graduate outcomes and borrower financial profiles, while states
and institutions can take steps to reduce costs or provide additional support.

To that end, CBA has identified three areas in which policymakers and institutions can
reinforce the price and access reforms Congress initiated in July:

e Improve federal data availability and enhance loan reporting. Releasing
anonymized loan-level data and improving reporting of student loan attributes
would enable more accurate pricing and broader responsible access, allowing
lenders to build more precise, consumer-focused underwriting models.

e Provide clear, consistent fair-lending guidance so lenders can use data
responsibly.

e As more program-level information becomes available, lenders need clarity on
how such data may be used in compliance with fair-lending laws—supporting
decisions that help students avoid programs with weak outcomes while ensuring
credit remains accessible and equitably priced.

e Encourage states and schools to address affordability directly. Institutions and
state governments can help reduce the need for borrowing, particularly in lower-
earning but socially important fields, through targeted grants, tuition reductions,
and other affordability measures that preserve access to high-value degrees.

Together, these steps would help build a graduate financing system that is more
transparent, accountable, and aligned with student outcomes, supporting both access and
affordability as the market evolves.
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Appendix of Tables

Table 1
Characteristics of students completing various graduate degrees

Degree _ 6 0 de Pare 0 P
Master of Science (MS) 6%
Master of Social Work (MSW) 2% - 18%

Master of Education or Teaching; EAD | 11%

Master of Arts (MA); Master of Fine 8%
Arts (MFA); DFA

Law (LLB or JD) 3%

Master of Business Administration 9% 22% 17% 7%
(MBA); DBA

Medical doctorates (MD, OD, DDS, 6%

PharmD, OD, PodD)

Other Masters degree program 10%
(including nursing)

Master of Public Admin or Policy; 3% 27% 23% 14%
Master of Public Health (MPH)

PhD, PsyD, Other Doctor's 13% 17% 21% 4%
Other professional doctoral 3% 23%
Post-baccalaureate or post-master's 7% 25% 20% 1%
certificate

Total 100% 34% 30% 10%

Source: Grad NPSAS 2020 and authors’ calculations.
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TABLE 2
Distribution of Grad PLUS loan amounts within field, for graduating
cohort during their last academic year

Grad PLUS borrowers 50k-70k
Master of Science (MS) 16% 7% 19% 0% 0% 100%
) | | I |
1(\/1{/?55371; of Social Work 1% 20% 25% 33% 14% 7% 100%
| I I | 1 |
Master of Education or o o o o o o o
Teaching; EAD 30% 39% 29% 1% 0% 0% 100%
| T | | | |
Master of Arts (MA);
Master of Fine Arts 33% 26% 11% 23% 4% 2% 100%
(MFA); DFA
| T | | | |
Law (LLB or JD) 15% 25% 16% 16% 16% 12% 100%
| | | I | |
Master of Business
Administration (MBA); 39% 15% 31% 2% 11% 3% 100%
DBA
| I I I |
Medical doctorates (MD,
OD, DDS, PharmD, OD, 19% 24% 21% 17% 9% 10% 100%
PodD)
| I | | I |
Other masters degree
prog}‘an; (including 24% 35% 15% 19% 6% 0% 100%
nursing
| | | | I 1
Master of Public Admin or
Policy; Master of Public 1% 21% 21% 35% 15% 8% 100%
Health (MPH)
| | | | | |
PhD, PsyD, Other Doctor's 18% 23% 41% 11% 7% 0% 100%
| | | |
dOélclfgrglr ofessional 28% 10% 7% 4% 1% 100%
| | | I |
Post-baccalaureate or o o o o o o o
post-master's certificate 8 Ao 23% 31% 13% 77 _—
Total 18% 17% 8% 5% 100%

Source: Grad NPSAS 2020 and authors’ calculations and imputations of privacy-suppressed numbers.
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TABLE 3

Grad PLUS loan amounts across fields, graduating cohort during last

academic year

Master of Science

Master of Social
Work

Master of Education
or Teaching; EdD

Master of Arts
(MA); Master of
Fine Arts (MFA);
DFA

Law (LLB or JD)

Master of Business
Administration
(MBA); DBA

Medical doctorates
(MD, OD, DDS,
PharmD, OD, PodD)

Other masters
degree program
(including nursing)

Master of Public
Admin or Policy;
Master of Public
Health (MPH)

PhD, PsyD, Other
Doctor's

Other professional
doctoral

Post-baccalaureate
or post-master's
certificate; Not in a
degree program

1.9%

11.0%

7.8%

2.5%

8.9%

6.0%

10.4%

2.6%

13.0%

3.1%

6.9%

12.1%

10.8%

5.9%

24.9%

9.8%

3.6%

5.0%

7.0%

0.7%

30%

0%

3%

15%

6%

9%

18%

9%

0%

3%

7%

0%

9%

3%

4%

12%

10%

3%

23%

13%

3%

4%

14%

1%

6%

5%

4%

7%

10%

10%

290%

8%

4%

12%

4%

1%

16%

7%

0%

16%

10%

1%

24%

11%

7%

3%

3%

1%

1%

6%

0%

7%

23%

8%

31%

8%

7%

5%

3%

1%

1%

5%

0%

6%

27%

3%

0%

6%

0%

1%

1%

100%

100%

100%

100%

100%

100%

100%

100%

Notes: the percent of grad students column is repeated from Table 1 for the ease of comparison. Source:

Grad NPSAS 2020 and authors’ calculations.
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Table 4
Distribution of cumulative Grad PLUS loans across fields, for
graduating cohort

No Grad 10k- |20k- |35k-

Master of Science 250,977 6,400 2,423 3,801 2,561 1,438 3,550 3,097 304 115

140k- |Over

100k-140K | ok book

Master of Social

¥ ¥ + + ¥ ¥ ¥ ¥
Work (MSW) 15,061 1,618
Master of
Education or 11,1054 1,348 1,999 1,126 897 79 ¥ ¥ ¥ ¥
Teaching; EAD

Master of Arts;
Master of Fine Arts = 63,966 6,712 1,490 3,264 1,730 @ 2,658 1,358 1,647 0 0]
(MFA); DFA

Law (LLB or JD) 13,526 326 1,151 | 2,127 334 2,304 @ 2,618 1,902 286 2,165

Master of Business
Administration 82,442 2.557 2,656 3,411 2,269 108 127 ¥ ¥ ¥
(MBA); DBA

Medical doctorates
(MD, OD, DDS,
PharmD, OD, 30,434 4,164 | 5,288 3,634 2,474 4,193 4,122 2,569 2,624 | 4,436

PodD)

Other masters
degree program 93,847 1,769 1,028 6,064 675 1,701 3,465 375 * *
(including nursing)

Master of Public
Admin or Policy;
Master of Public
Health (MPH)

22,082 ¥ ¥ ¥ 1,890 # ¥ ¥ ¥ ¥

PhD, PsyD, Other 125,90 1 1,846 2,0 1,2 1 01 1,461 2.0 1
Doctor's 5905 1,459 ,64 074 1,255 1,373 9 4 ,035 | 144
Other professional
doctoral 16,683 872 2,739 1,592 1,964 1,935 2,850 4,068 695 47
Post-baccalaureate
or post-master's
certificate; Not in a
degree program

Fraction of total 84.1% 2.8% 22% 27% 1.7% @ 1.6% 2.0% 1.5% 0.6%  0.7%

Source: Grad NPSAS 2020 and authors’ calculations.

69,183 1,927 1,668 316 532 ¥ ¥ ¥ £ ¥
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TABLE 5
Distribution of Direct loans of various amounts across fields, for

graduating cohort during their last academic year

Non Grad PLUS federal

No Direct loans Under $20,500 |$20,500-$35,000 |35k-50k

grad loans

Master of Science (MS) 203,172 65,332 4,217 2,035
Master of Social Work 8.4ro 12.971 o )
Master of Education or 6 Loo L o
Teaching; EdD 74,644 41,225 93

Master of Arts (MA);

Master of Fine Arts (MFA); 46,814 34,311 1,140 559
DFA

Law (LLB or JD) 10,728 15,840 172 0
Master of Business

Administration (MBA); 57,747 35,489 1,143 80
DBA

Medical doctorates (MD,

OD, DDS, PharmD, OD, 18,289 6,373 9,620 20,492
PodD)

Other masters degree

program (including 72,071 35730 1,411 1,339
nursing)

Master of Public Admin or

Policy; Master of Public 15,385 8,596 3,547 0
Health (MPH)

PhD, PsyD, Other Doctor's 121,221 15,719 801 713
Other professional doctoral 19,539 11,025 1,169 1,712

Post-baccalaureate or post-
master's certificate; Notin 59,947 13,254 525 8
a degree program

Source: Grad NPSAS 2020 and authors’ calculations.
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TABLE 6
Distribution of cumulative Grad PLUS loans by additional degrees
completed 10 years after graduating from college

Degree after No Grad

Didn't complete
a post-bachelor 922,270 6,264 2,668 1,449 1,530 1,698 3,893
degree yet

Undergraduate
certificate or 52,225 417 ¥ 453 ¥ ¥ 584
diploma

Associate's

E: ¥ : + % t
degree 17,070
Additional
bachelor's 25,515 335 109 % ¥ ¥ %
degree
P 1
ostbaccalaure 40,008 809 718 307 90 ¥ 278

ate certificate
Master's degree 382,306 18,304 11,909 8,770 5,674 2,794 10,412

Post-master's

* *
certificate 16,340 1,395 1,077 410 02
Professional
practice 42,172 6,126 3,587 4,183 4,712 3,033 23,860
doctoral degree
Research
¥ £2
doctoral degree 26,366 511 626 56 969
Other doctoral
* + + +
degree 1,538 34 67

1,525,810 34,168 21,209 15,522 12,622 8,042 40,354

Source: U.S. Department of Education, National Center for Education Statistics, Baccalaureate and
Beyond: 2008/2018 (B&B).

939,772

54,152

17,187

26,432

42,353

440,168

19,353

87,673

28,839

1,799

1,657,728
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TABLE 8
Median program earnings 3 years after graduation, by field of study

Percent graduating from schools with a median
income of:

Median 3-
Field year <60k 60-80k |[80-100k [100k+
earnings

Business Administration,
Management and Operations.

$83,250 25% 39% 13% 22%

Registered Nursing, Nursing
Administration, Nursing $103,232 0% 3% 49% 48%
Research and Clinical Nursing.

Social Work. $51,104 93% 7% 0% 0%

Educational Administration and o o o o
Supervision. $59,481 71% 22% 6% 2%
Teacher Education and
Professional Development, $49,562 89% 11% 0% 0%
Specific Levels and Methods.

Education, General. $54,041 70% 30% 1% 0%
Accounting and Related 6 o o o o
Services. $68,981 15% 73% 12% 0%
Curriculum and Instruction. $51,951 93% 5% 2% 0%
Special Education and Teaching. $54,277 75% 24% 0% 0%
Sllynclﬁ?)ll,o g])‘unsehng and Applied $48,034 94% 5% 19% 0%
Student Counseling and o o o o
Personnel Services. $48,397 92% 7% 0% 0%
Teacher Education and

Professional Development, $53,502 81% 19% 0% 0%
Specific Subject Areas.

Mental and Social Health o o o o
Services and Allied Professions. $45,255 100% 0% 0% 0%
Public Administration. $62,736 47% 47% 5% 2%
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Health and Medical
Administrative Services.

Allied Health Diagnostic,
Intervention, and Treatment
Professions.

Rehabilitation and Therapeutic
Professions.*

Rehabilitation and Therapeutic
Professions.

Communication Disorders
Sciences and Services.

Public Health.
Business/Commerce, General.

Human Resources Management
and Services.

Law.*

Pharmacy, Pharmaceutical
Sciences, and Administration.*

Criminal Justice and
Corrections.

$69,215

$108,065

$74,660

$63,440

$58,990
$62,482

$99,222

$62,133

$85,303

$125,065

$49,977

33%

3%

1%

26%

61%

46%
5%

56%

12%

0%

83%

44%

1%

89%

73%

39%

48%

34%

28%

55%

0%

11%

19%

7%

11%

1%

1%

3%
24%

14%

21%

0%

6%

4%

88%

0%

0%

0%

3%
37%

2%

12%

100%

1%

Source: College Scorecard 2018-2019 cohorts, authors’ calculations. Note: data de-duped from multiple
campuses reporting the same values as system-wide aggregates (for example, multiple campuses of

University of Phoenix). Symbol * in the Field description denotes doctoral programs. Listing only top 20
fields of study by number of students receiving federal loans or grants.
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