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REPAYMENT ABILITY

Before taking out a loan, make sure to assess your repayment ability. 

For a student loan, it is a comparison between monthly repayments and 
future estimated revenues.

Most banks have access to statistical indicators in order to precisely estimate 
your future revenues.

Keep your ratio under 30% to avoid over-indebtedness.

Usually, your solvency condition is comfortable if your debt ratio is below 
15%.

Debt ratio =
Monthly payment

Estimated revenues

       GOOD TO KNOW

Your debt ratio is likely to decrease over the first years of your career, as 
your revenues should increase with experience. 

Some professional fields generate variable incomes (seasonal work, 
industrial arts..). If that is your case, extra precision is required in the 
estimation of your future revenues. 
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To compare several loan offers, pay attention to their APR (Annual 
Percentage Rate, “TAEG” for French banks).  

APR is the most reliable indicator because its calculation is defined by law. 
It is a recalculation of the interest rate, including all fees and costs related 
to the application to the loan (for example application fees). 

         GOOD TO KNOW

Finding the right loan is finding balance between ease of repayment and 
cost of credit. 

If you wish to decrease your monthly repayments, you will have to 
extend the duration of your loan, and thus increase its total cost (a 
longer amortization costs more).
The total cost of credit must be analyzed with perspective though, since 
the difference is usually only a few euros per month.

The student loan calculator is here to 
help you calculate precisely the cost 
of your credit. 

As loan insurance is never mandatory (even if that is not always 
mentioned clearly), the insurance cost is not included in the APR, it is an 
additional cost. 
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0,9%

Interests are what the bank charges you in exchange for lending you 
money. It is a percentage of the capital (borrowed amount), based on the 
interest rate. 

The offer with the lowest interest rate is not necessarily the cheapest. 

Remember to check the additional fees: insurance, account running 
costs... 

Currently, the average interest rate for a student loan 
in France is 0,9% (for borrowers with a guarantor).

But the interest rate can vary depending on your 
personal situation and the length of the loan you need.
 
The longer your term and riskier your profile, the 
higher the interest rate. 

0,9%
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Account running costs

It is usually necessary to open a bank 
account to take out a loan. This is where it 
can get costly. 

All services are usually free as long as you 
are a student, but not after graduation 
(which is also when first repayments are 
payable).  

Operating costs vary from a bank to 
another. 

Borrowing costs

but also

• Application fee 

• Prepayment charges 
(early repayment) 

• Rescheduling charges 

• Late payment penalties 

Before taking out a loan, make sure to check all additional costs:

Before taking out a loan, have a comparative check on the bank, how is it 
positioned on the market in terms of operating costs ?  

ADDITIONAL FEES4

EXPERT TIP



2019

The total duration of a loan is the time between the day you get the money, 
and the day you are done paying back this amount plus interests. 

You can adjust the amount of the monthly repayments by adapting the 
duration of your loan. You can either repay faster, or more comfortably. 

Make sure to check the consequences of this adjustment on the total cost 
of the loan. A longer amortization costs more, as you will pay more in 
interest costs over the life of your loan.

The maximum duration of a student loan in France is 120 months.

There are two periods: deferral and payback.

THE TERM OF THE LOAN5
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Early repayment

Loan agreements always provide a possibility of early repayment. 
This means that if you can afford it, you can payback the remaining amount of 
your loan in one time, before the scheduled date, and thus save the remaining 
interests. 

Most of the time, the payback is monthly, following a pre-set schedule called an 
amortization table. The payment is usually processed by a direct debit from 
your account. 

Take a close look at your amortization table before asking for an early 
repayment. You need to calculate exactly what this operation could save you. 

The closer you get to the end of the loan, the less interesting this operation, 
because most of the interests are paid in the beginning of the loan. 

SPECIFIC CASES:

Be careful, most banks charge the borrower for this operation (prepayment 
penalties). 

THE PAYBACK6
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Repayment difficulties

It is possible to renegotiate your loan agreement if you encounter 
repayment difficulties: either by rescheduling a payment, or by extending the 
duration of the loan to lower the amount of each monthly repayment. 

         GOOD TO KNOW

It can be interesting to initially plan for a longer payback period (thus 
ensuring lower monthly payments) and ask for an early repayment 
afterwards if you can afford it. 
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You can chose to start repaying your loan after a certain period of time, after 
your graduation for example. 
This delay is called deferral period. 

There are two types of deferral: 

At first glance, total deferral might be tempting, but it is actually the most 
costly option ! 

With a total deferral you do not pay the interests during your studies, but that 
doesn’t mean that they are gifted to you. The bank actually lends you these 
interests

This means that after the deferral period, you will have to repay: 

If you choose a total deferral, 
capital and interests repayments 
are deferred. This means that there 
is no repayment at all during the 
deferral period. You might have to 
pay the insurance if you subscribed 
to one. 

If you choose a partial deferral, 
only the capital repayment is 
deferred. You will start repaying 
the interests (a few euros per 
month) from the first day of the 
loan. 

Total deferral Partial deferral

The capital ( initial amount)
Interests that weren’t paid during the deferral period 
Interests on these interests !

DEFERRED REPAYMENT (GRACE PERIOD)7
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Even if it is not always clearly mentioned, subscribing to the insurance is 
never mandatory. Always check the cost of  insurance and do not hesitate to 
look for other insurance providers. 

Insurance is paid monthly, and its cost is a percentage of the capital. This 
means that the insurance cost is the same along the whole loan duration, 
even when a proportion of the capital has been repaid. 

What is the use of the insurance ?

• Cover the bank from the borrower’s risk of default (death or injury leading to an 
inability of paying back). 

• Cover the borrower’s heirs from inheriting the debt, in the event of death
• Cover the borrower from having to repay the debt in the event of inability (injury 

or disability) 

In the case of a student loan, since the borrower is usually young the death 
probabilities are rather low. A young borrower is also pretty unlikely to have an 
inheritance to pass down. Also, in the event of a borrower’s death, their heirs can 
refuse the inheritance. 
The risk of injury must not be neglected, but is sometimes covered by other 
personal insurances. Therefore, the insurance is not always useful, and must be  
addressed in the light of your particular circumstances. 

INSURANCE8
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