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Key takeaways
It's important to understand the financial impact as well as the potential return on student loan debt.

Whether to pay extra on your student loans isn't always a simple answer—it should be part of a broader
financial plan.

Students and parents admit that loans play a major role in financing higher education. In fact, 60% of high school students say they won’t be

able to afford college without the help of student loans.1 It's debt that many people will carry for many years.

The purpose for the loans are to assist in paying for an education that will bring recurring benefits in the future, such as job security, increased
wages, and career mobility. An important question to consider is: How do you calculate the return on your investment (ROI) ahead of time?
Also, once you have the debt, how does it fit into a smart, overall financial plan?

To understand the long-term implications of student loan debt, it's important to look at the situation holistically, including the benefits and
hidden costs. Here are some questions to help do the analysis on the potential financial return on taking out student loans, as well as how they
fit into your broader life and financial decisions.

Calculating the ROI on taking out loans
1. Will there be a financial return on your education investment? The 2023 Fidelity study on student loan awareness revealed that

more than one-third (36%) of high school students don’t know how long it will take to pay back their student loans.1 Although it can
be hard to project exactly how much you'll make over a lifetime, it's important to estimate what the financial return might be on
paying for a degree—specifically, whether the gain in salary is likely to outstrip the cost of the degree, including the monthly student
loan payments. For example, let's give a doctoral degree a hypothetical price tag of $150,000 and a master's degree a price tag of

$65,000, which is based on the average for graduate tuition at a private college.2 (This does not include living expenses.) You can
ask yourself:

Will I be putting myself in a position to be more employable?

Is my earning power likely to increase by more than $150,000 or $65,000 (plus any accrued interest) over my working
years? How long will it take?

How much is my salary likely to increase because of this degree? 1, 5, or 10 years after graduation?
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If I pay for my degree with student loans, will the increase in my salary be enough to cover the student loan payments? For
example, if I have a student loan payment of $1,000 per month, then how much more does my salary need to increase to pay
that comfortably? 

Will this degree have longevity (particularly knowing that women live longer and often retire at a later age)?

Will I be likely to work in an industry or at a company that will offer student debt repayment assistance? Will I qualify for
federal repayment assistance programs (often available to teachers, health care workers, and nonprofit careers)?

2. Are there hidden costs to how you pay? The cost of school generally isn't as simple as tuition plus living expenses. It's important
to consider where the money is coming from and the potential lost opportunity costs, particularly if it's for graduate school. For
example, many graduate students bypass or leave full-time corporate jobs to take teaching assistant (TA) jobs that include a tuition
waiver plus a stipend. This is in hopes it will help reduce the burden of student loan debt. However, many TAs don't consider they
are working for their tuition—just earning it through sweat equity. If we use the tuition hypothetical of $30,000/year and a TA
stipend hypothetical value of $35,000/year, then a total hypothetical TA "salary" is $65,000, with the student “paying” $30,000 of
their salary in tuition. Additionally, as a student employee, there will often be a reduction in the value of benefits (like a 401(k)/403(b)
match and health care) or your own retirement contributions. Taking a TA position may likely help you avoid student loan debt and
accrued interest. However, if you are in a field that doesn't require the teaching experience or networking, it's important to compare
the salary, benefits, career growth of working elsewhere, and paying the tuition yourself or other options.

Calculating the ROI on paying down loans

Let's assume you've graduated and now you're paying the minimum on your student loans, saving for retirement, and have an emergency
savings. You notice you have extra money each month. Do you use it to pay off your loans for a quicker pay off, or continue to pay the
minimum? How do you weigh your options?

1. Get organized and informed The first thing to do is to get organized with all of your student loan information, which you can do
through the federal government or through our student debt calculator. Write down all of your loans, the lenders, and the interest
rates, and whether they are private or federal. This information will likely vary by semester, year, and school, and it impacts certain
factors like your eligibility for repayment plans and federal legislation. Finally, make sure you know and understand the type of
payment plan you're on (its terms and length of the repayment) as well as other potential options; these should be available on your
lender's website.

2. Consider the financial return of paying off your loans Once you know the interest rate on your loan(s), you can compare that to
how the money might perform if invested elsewhere. "If your interest rate is low (3%–4%), then you might want to consider investing
extra money while you just keep paying the monthly minimum on your student loans—you can give your money the potential to

grow beyond the rate of your student loan debt," says Sasha Heathman, CFP®. "However, if you have a higher interest rate (7%–8%)
and/or your student loans are private (and therefore have less flexible repayment options), then you might want to consider putting
extra money toward your loans." Look at the rest of your financial situation. Do you have other debt with a higher interest rate? Are
you getting a tax deduction for your loans? Is your retirement on track? Do you have more pressing financial goals that you want to
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save for? Before making a decision, you can use a tool like the student debt calculator or talk to a financial professional. Ultimately,
how much to pay off should also be part of a larger financial plan.

3. Consider your emotions There is a reason that student loan debt is often called "crushing." It can be stressful, emotional, and
feel like it's constantly hanging over your head. If that's something you don't think you can get past, then it might be worth paying it
off even if the financial return might not be as high.

How to pay back student debt is a financial and emotional decision, and those are key factors in your strategy for taking out loans and paying
them off. What's important is making informed decisions on paying for your education and debt and making sure it fits in with your long-term
financial goals.
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2. College Board's 2024 Trends in Higher Education Series

Keep in mind that investing involves risk. The value of your investment will fluctuate over time, and you may gain or lose money.

Fidelity does not provide legal or tax advice. The information herein is general in nature and should not be considered legal or tax advice. Consult an attorney or tax professional regarding your
specific situation.

The CERTIFIED FINANCIAL PLANNER® certification, which is also referred to as a CFP® certification, is offered by the Certified Financial Planner Board of Standards Inc. ("CFP Board"). To

obtain the CFP® certification, candidates must pass the comprehensive CFP® Certification examination, pass the CFP® Board's fitness standards for candidates and registrants, agree to abide
by the CFP Board's Code of Ethics and Professional Responsibility, and have at least 3 years of qualifying work experience, among other requirements. The CFP Board owns the certification

marks CFP® and CERTIFIED FINANCIAL PLANNER® in the U.S.

Views expressed are as of the date indicated, based on the information available at that time, and may change based on market or other conditions. Unless otherwise noted, the opinions
provided are those of the speaker or author and not necessarily those of Fidelity Investments or its affiliates. Fidelity does not assume any duty to update any of the information.

This information is general in nature and provided for educational purposes only.
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