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Generation Z Students Lack Critical
Student Loan Knowledge
 The torch of higher education has been passed down to Generation Z for quite some
time now. As of today, the oldest members of Generation Z are 23, putting them
squarely in the college-age range of 18 to 22.
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[This article �rst appeared on the LendEdu blog.]

Today, when most people think of college students they think of millennials, but this
is no longer true in most cases.

 The torch of higher education has been passed down to Generation Z for quite some
time now.  As of today, the oldest members of Generation Z are 23, putting them
squarely in the college-age range of 18 to 22.

 Realizing there is a serious lack of data on Generation Z and college, LendEDU put
the wheels in motion for its next survey idea.

How much do Gen Zs know about student loan debt?
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By surveying 850 current attendees of a four-year college or university that have
student loan debt and are between the ages of 18 and 23,  LendEDU revealed some
interesting (and some scary) trends regarding Generation Z’s knowledge of their
student loan debt. 

Full Survey Results

1. Do you know what FAFSA stands for?

a. 22.82%  of Gen Z student borrowers correctly answered “Free Application for
Federal Student Aid”
 b. 42.82% of Gen Z student borrowers answered “Federal Application for Federal
Student Aid”
c.  10.59% of Gen Z student borrowers answered “Financial Application for Free
Student Aid”
d.  12.24% of Gen Z student borrowers answered “Free Application for Financial
Student Aid”
e.  2.24% of Gen Z student borrowers answered “Financial Application for Fast
Student Aid”
f.  9.29% of Gen Z student borrowers answered “Never heard of FAFSA”

2. What is the current interest rate on new undergraduate federal subsidized and
unsubsidized student loans?

a. 28.82%  of Gen Z student borrowers correctly answered “4.01% – 4.50%”
 b. 25.88% of Gen Z student borrowers answered “3.51% – 4.00%”
 c. 23.53% of Gen Z student borrowers answered “4.51% – 5.00%”
 d. 11.65% of Gen Z student borrowers answered “5.01% – 5.50%”
 e. 10.12% of Gen Z student borrowers answered “5.51% – 6.00%”

3. Do you know the current standard repayment term of a federal student loan?

a. 36.35%  of Gen Z student borrowers correctly answered “10 years”
 b. 21.06% of Gen Z student borrowers answered “5 years”
 c. 18.00% of Gen Z student borrowers answered “8 years”
 d. 8.24% of Gen Z student borrowers answered “12 years”
 e. 16.35% of Gen Z student borrowers answered “15 years”

4. Do unsubsidized student loans accumulate interest during deferment?

a. 36.24%  of Gen Z student borrowers correctly answered “yes”
 b. 30.59% of Gen Z student borrowers answered “no”
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 c. 33.18% of Gen Z student borrowers answered “unsure”

5. Do subsidized student loans accumulate interest during deferment?

a. 26.00%  of Gen Z student borrowers correctly answered “no”
 b. 42.94% of Gen Z student borrowers answered “yes”
 c. 31.06% of Gen Z student borrowers answered “unsure”

6. Do you know the current federal student loan borrowing limits?

a. 30.71%  of Gen Z student borrowers answered “yes”
 b. 69.29% of Gen Z student borrowers answered “no”

7. Can Parent PLUS loans be transferred to you (the student) after you graduate from
college?

a. 44.24%  of Gen Z student borrowers correctly answered “no”
b. 55.76%  of Gen Z student borrowers answered “yes”

8. Do you believe that you will be helped by federal student loan forgiveness
programs after graduation?

a. 52.94%  of Gen Z student borrowers answered “yes”
 b. 47.06% of Gen Z student borrowers answered “no”

9. Is it possible to re�nance student loan debt with the federal government?

a. 39.88%  of Gen Z student borrowers correctly answered “no”
b. 60.12%  of Gen Z student borrowers answered “yes”

10. Do you have private student loans?

a. 27.76%  of Gen Z student borrowers answered “yes”
 b. 52.47% of Gen Z student borrowers answered “no”
 c. 19.76% of Gen Z student borrowers answered “unsure”

11. (Asked only to those who answered “yes” to Q10) Do private student loans
accumulate interest during periods of deferment?

a. 82.63%  of Gen Z student borrowers correctly answered “yes”
b. 17.37%  of Gen Z student borrowers answered “no”

12. (Asked only to those who answered “yes” to Q10) Which of the following best
describes the risks a cosigner takes by cosigning on a private student loan?

a. 50.85%  of Gen Z student borrowers correctly answered “Helps the student get
credit approved for student loan and is �nancially responsible for student loan
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repayment alongside borrower”
 b. 28.39% of Gen Z student borrowers answered “Helps the student get credit
approved for student loan, but is not �nancially responsible for student loan
repayment”
 c. 15.68% of Gen Z student borrowers answered “Helps the student get credit
approved for student loan, but is not obligated to pay for the student loan if the
student misses a payment”
 d. 5.08% of Gen Z student borrowers answered “Does not help the student get credit
approved for student loan, but may be �nancially responsible to pay for the student
loan in some instances”

13. Do you believe that you will be able to fully repay your student loan debt?

a. 60.82%  of Gen Z student borrowers answered “yes”
 b. 16.24% of Gen Z student borrowers answered “no”
 c. 22.94% of Gen Z student borrowers answered “unsure”

14. Have you looked at your student loan account at least once?

a. 67.76%  of Gen Z student borrowers answered “yes”
 b. 32.24% of Gen Z student borrowers answered “no”

Observations & Analysis

Gen Zs Are Overestimating the Federal Student Loan
Forgiveness Program
The majority of our student loan borrowing Generation Z respondents, 52.94
percent, believed they would be helped by federal student loan forgiveness programs
after graduating from their respective institutions. 

In reality, a very tiny percentage of student loan borrowers, maybe up to 3 percent,
will ever have their educational debts forgiven by the federal government. Only
government, nonpro�t, and select other employees may qualify for federal student
loan forgiveness, and that is only after they have made 120 qualifying monthly
payments under a qualifying repayment plan.

Simply going through four years of college and racking up student loan debt with the
expectation that it will be forgiven is a dangerous game for Gen Zs. This lack of
preparation will set them back once they �nally realize those student loans are most
likely not going anywhere until they pay them off. 
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Meanwhile, 60.12 percent of our respondents believed incorrectly that there is a
federal government student loan re�nance program. 

It is not possible to re�nance your student loans with the federal government, and
39.88 percent of our Generation Z poll participants understood this.  Federal student
loans can be re�nanced, but only with a private lender. If one decides to go that
route, they will forfeit the bene�ts of having federal debt like income-driven
repayment plans and forgiveness. 

How Did Generation Z Borrowers Fare When It Came to
Basic Student Loan Debt Knowledge?
 Of course, there was plenty of room for improvement, but in many cases the majority
or plurality of respondents were able to correctly identify the right answer. 

For example, 28.82 percent of Gen Z borrowers were able to respond with the correct
interest range for new undergraduate federal subsidized and unsubsidized student
loans: between 4.01 percent and 4.50 percent. While still a low percentage, it was the
plurality, and the current interest rate on the aforementioned loans is 4.45 percent. 

The plurality of Gen Zs, 36.35 percent, were also able to correctly identify the current
standard federal student loan repayment term of 10 years. Also, a whopping majority
of 82.63 percent Gen Z borrowers also knew that private student loans accumulate
interest during periods of deferment. However, 19.76 percent of students didn’t know
if they had private student debt.

 Identifying the difference between unsubsidized and subsidized student loans gave
our respondents a bit more trouble. But 36.24 percent, or the plurality, of Gen Zs
knew that unsubsidized loans do accrue interest during deferment.

Only 26 percent of Gen Zs knew that subsidized student loans do not accumulate
interest during deferment. 

On a positive note, the majority of private student loan borrowing Gen Zs, 50.85
percent, correctly identi�ed the risks cosigners are taking when they cosign on a
private student loan. As a cosigner, a parent or guardian becomes a partner in
repaying the student loan; if the borrower misses a payment, the cosigner’s credit
score takes a hit.

Now, for a couple of negative highlights from the survey. 
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The majority of Gen Z poll participants, 55.76 percent,  incorrectly believed that
Parent PLUS loans could be transferred to the student after graduating college. Parent
PLUS loans are the responsibility of the parent from the beginning to the end. This
type of educational loan is a great alternative to cosigning on a student loan because
the parent does not have to jeopardize their credit history. 

Finally, only 22.82 percent of the respondents knew that FAFSA stood for “Free
Application for Federal Student Aid.” The FAFSA is a tremendous tool that allows for
students to see their eligibility for need-based federal �nancial aid. In any case, Gen
Zs should be taking advantage of this government program if they aren’t already.

Student loan borrowers of Generation Z actually had a decent grasp of basic student
loan information, but there is room for improvement. Perhaps some Gen Zs would
want to learn about their student loan debt if they wrapped their heads around how
much they owe in student loans. Knowing the gravity of their respective student loan
debt situations might motivate them to understand the entire process so that they
can pay their debt down more ef�ciently.

Nearly one-third of Gen Zs, 32.24 percent, have never looked at their student loan
accounts.

A Good Number of Gen Zs Are Not Con�dent About
Repaying Their Student Loan Debt
The average federal student loan default rate is currently at 11.5 percent. 

Unfortunately, many student loan borrowers are never able to fully repay their
student loan debt, whether it’s because of unforeseen circumstances, failure to land a
job, or something else. 

We asked student loan borrowers from Generation Z the following: “Do you believe
that you will be able to fully repay your student loan debt?”

 
A combined 39.18 percent of Gen Zs with student loan debt either answered “no” or
“unsure” when asked if they believed they would be able to repay their educational
debt.

Some of this can be attributed to the stress a college student experiences when
thinking about the working world after graduation, but that number is still a bit

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://lendedu.com/blog/parent-plus-loan/
https://lendedu.com/blog/what-are-your-options-for-refinancing-parent-plus-loans/
https://lendedu.com/blog/fafsa/
mailto:info@cpapracticeadvisor.com


unsettling. Having a better understanding of the entire student loan process could
surely help many of these respondents quell their fears. 

Methodology
All data used in this report derives from an online poll commissioned by LendEDU
and conducted by polling company Poll�sh. In total, 850 Generation Z student loan
borrowers that are currently attending a four-year college or university were
surveyed on the questions. Using Poll�sh’s age �ltering feature, we were able to
ensure all respondents were between the ages of 18 and 23. The other desired
quali�cations were found using a screener question. The poll was conducted over a
14-day span, starting on Feb. 22, 2018, and ending on Mar. 7, 2018. All respondents
were asked to answer each question truthfully and to the best of their ability.

————

Mike is a Research Analyst at LendEDU. He has written about everything from
personal �nance and student loans to the most recent millennial trends. Mike’s work
has been featured on The Washington Post, Business Insider, The Wall Street
Journal, Forbes, CNBC, and many more. Follow Mike on Twitter @mikebrownEDU
for his latest opinions.
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