Before the Cliff: Why Student Loan
Default Belongs in Your Economic
Mobility Portfolio

March 5,2026 | 1:00-2:00pm EST

ASSET
FUNDERS
NETWORK

Grantmakers Advancing
Economic Equity



https://assetfunders.org/event/before-the-cliff-why-student-loan-default-belongs-in-your-economic-mobility-portfolio/
https://assetfunders.org/event/before-the-cliff-why-student-loan-default-belongs-in-your-economic-mobility-portfolio/
https://assetfunders.org/event/before-the-cliff-why-student-loan-default-belongs-in-your-economic-mobility-portfolio/

Thank you to our Sponsor:

d
THE ANNIE E. CASEY
FOUNDATION



WEBINAR CONTROL PANEL

PARTICIPATE & ENGAGE

-

N\

Type your question in the

Q&A BOX

to be addressed during
discussion breaks or
during Q&A

N

Grantmakers Advancing
Economic Equity

ASSET
FUNDERS
NETWORK

CLOSED CAPTIONS

Captions can be turned on via

Show Captions

to be viewed in real-time and
will also be available in the
recording afterwards




NATIONAL AFN OVERVIEW

Leading national grantmaker network
focused on economic and racial justice.

Mission is to engage philanthropy to
advance equitable wealth building and
economic mobility.

Committed to identifying data and research
to advance systemic change.

Social and economic advancement require
both incremental change and bold action.

Our content is iterative, intersectional, and
evolving to build a responsive movement.

| believe AFN is the original system change
leader — the network has always tried to
understand the underlying root causes of
economic inequality and adopt the role of
bridge builders between different
philanthropic fields, sectors, regions, and
cultures. As the issues facing our
communities become more complex and
intersected, we all need to do that more
than ever.
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Speakers:

Beadsie Woo

Director of Family and Youth Financial
Stability in the Center for

Economic Opportunity

Annie E. Casey Foundation

Speaker Bios

Sarah Sattelmeyer

Project Director, Education,
Opportunity, and Mobility
New America

Kyra Taylor
Staff Attorney
National Consumer Law Center (NCLC)
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Let’s begin with some
fast facts.



If you're talking to a
student loan
borrower, chances
are they owe federal
student loans.

Private Student Loans
7.6%

Federal Student Loans
92.4%



43 million

federal student
loan borrowers

owe
S1.7 Trillion.




Many student loan
borrowers

don’t have an
undergraduate or
graduate degree at
all.




B Percentage of Borrowers [JJ Percentage of Debt
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Millions of low- and
moderate-income
borrowers owe student
loan debt for along
time...

we're talking decades.



Borrowers in Default Whose Current Default Spell Is at Least as Long as...

Count of borrowers  Percent of those in default
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Today, nearly half the student loan
portfolio is not voluntarily making
payments.

Nearly a quarter of the portfolioisin
default or in the process of defaulting
and nearly another quarterisina
forbearance or deferment.



Generally, how do you default on a federal loan?

Transferred to
Default
Servicer
between 9-12
months after
last payment

Miss 3 months

of payments: Miss 9 months
delinquency of payments:
appears on loan in default

credit report.

Wage
Garnishment
accelerated.
Tax Refund Taken Government
sends notice

loan is in default
+ collections
could begin

Debtis

Social Security
Check Offset
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Collections can
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continue indefinitely.
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But, there is hope! Most
borrowers can get their
loan back into good
standing.



Borrower can
get federal

student loan
out of default
by:

Paying it all off

Rehabilitating: Agreeing to make 9
months of on-time, reasonable and
affordable payments

Consolidating: paying the
defaulted loan off with a new

federal student loan

Cancelling/discharging the loan

via a statutory cancellation
program







But, why are
SO many

borrowers
in default?




Answer:
A complex puzzle of
policy that
fails to center
family financial security
and a system full of
administrative friction.



Some reasons for the default crisis include:

e The systemis a morass of complicated if-then-but scenarios
o 10 years of policy ping-ponging that makes it difficult to know
what, exactly, you should do to manage your loans

e Endless paperwork burden to access programs

e Servicing errors and under-investment into systems that operate
smoothly for borrowers

e Insufficient return on investment from the education received

e Limited availability of professionals with student loan repayment
expertise
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What does student loan default meanin
context?

Student loan default affects the whole family’s financial stability, not just
the borrower

Tax refund offset takes anti-poverty program funds like Child Tax Credit
and Earned-Income Tax Credit

Borrower can’t start own business with a SBA loan, can’t get a federally
backed mortgage, and other types of debt will be more expensive (like a
car loan)

Only $750/mo of Social Security check is protected

Borrowers report rationing medication & medical/dental care
Employment can be threatened






How did we get here?
Who is at risk?

Where do we go from here?



Payment pause

2020 2021 2022 2023 2024 2025 2026

—

Borrowers are
exiting default
(and generally
not entering)




Payment pause

2020 2021 2022 2023 2024 2025 2026

Consequences for *
nonpayment resume
Treasury offset *
(Social Security paused)
Wage garnishment *
Collections pause *



Payment pause New repayment
!
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Borrowers in
default

longer-term
(~5M)

Borrowers in

delinquency

and entering
default
(~6-7M)

Borrowers in

SAVE-related

forbearance
(>7M)




Changing New laws

higher ed
+ funding
landscape

New regs +
implementation

Rebuilding
collections

Operational
uncertainty

Supporting
family
financial
security
during this
time of
tfransition
means:



Changing New laws
higher ed
+ funding
landscape

New regs +
implementation

Rebuilding Operational
collections uncertainty

Understanding
where families
are not well
served

Outreach,
education, and
direct services

Systems
improvement to
prevent
default/help
borrowers get
out of default

Improving /
rethinking default
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