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Eakinomics: Student L oan Debt in Per spective

Readers of the economic press have become numb to “the sky isfalling” articles about student debt. It is
commonplace for articles to bewail the negative impact of student debt on the housing and auto markets, for
example. And Fortune recently lamented the lack of broader attention given to thisissue, noting, “Trump’s 82-
minute [State of the Union] speech failed to mention the truly record-breaking $1.465 trillion that Americans
face in outstanding student loan debt.”

Perhaps, but what are the facts about this “crisis’?

In 2017, the average student loan debt of a graduating senior was just under $30,000. But averages of graduating
seniors hardly capture the whole picture.

The first thing to note is that the really big student loans — and the vast portion of total borrowing — are for those
who achieve a degree or even go to graduate school (see below).
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These borrowers can typically handle their debt. According to The Institute for College Access & Success,
“Nationally, only 5 percent of bachelor’ s degree recipients who entered college in 2003-04 had defaulted on
their federal student loans within 12 years of entering college, compared to 12 percent of associate’ s degree
recipients, 29 percent of certificate completers, and 23 percent of non-completers.”

So, if thereisaproblem, it is among those who do not finish their bachelor’ s degree, and one would suspect that
they arerelatively young.

The table below shows loan balances by age. For example, among those 18-29 years of age (in 2018), total debt

AMERICANACTIONFORUM.ORG


https://www.americanactionforum.org/wp-content/uploads/2019/02/graph-1.jpg
https://www.americanactionforum.org/wp-content/uploads/2019/02/graph-1.jpg
https://ticas.org/sites/default/files/pub_files/classof2017.pdf

was a bit over $1 trillion, of which roughly $380 billion was student loan debt. That $380 billion is 26 percent
of overall student loan debt, while only 7.5 percent of overall debt of any kind. The 16.8 million borrowersin
this age bracket were 38 percent of all student loan borrowers compared to the 7 percent who are 60 or older.

What do we learn? Total debt has the familiar humped shape, rising to a peak in mid-life and declining
thereafter. This shape is mirrored by student loan debt as afraction of all student loan debt (column 4) and by
student loan debt as afraction of overall debt (column 5).

Fraction | Student Number Fraction
Student | Fraction | Student | Loan Student Student
Total Loan Total Loan Fraction of | Loan Loan
Debt Debt Debt Debt Total Borrowers | Borrowers
18-29 51,010 $380 7.5% 26.3% 37.6% 16.8 37.5%
30-39 $2,860 5476 21.2% 33.0% 16.6% 12.3 27.5%
40-49 $3,410 $300 25.3% 20.8% 8.8% 7.3 16.3%
50-59 $3,140 $195 23.3% 13.5% 6.2% 5.2 11.6%
60-69 52,040 S77 15.1% 5.3% 3.8% 3.2 1.1%
70+ $1,040 516 7.7% 1.1% 1.5%
$13,500 | $1,444 44.8

But most important is the very high fraction of borrowing (38 percent) that is student |oans — more than twice
the next highest figure (16.6 percent among the 30-39 year age group). This proportion is shown in aslightly
different form below, which emphasizes that a higher fraction of student loan debt is the mirror image of lower
mortgage debt but not auto loans.
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Debt Share by Product Type and Age (2018 Q4)
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This sheds new light on claims that student debt is causing direct harm to the housing or auto loan markets. The
latter does not appear diminished in these data. And it seems unlikely that inability to access a mortgage because
of student loan debt is the primary obstacle to homeownership for someone under 30 and without a completed
degree.

Student loans are undoubtedly areal burden for some. But it seems hard to make the case that they are the
macroeconomic apocalypse that many suggest.
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