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Comprehensive Guide to Education Loans for Indian Students
Studying Abroad

Introduction

Studying abroad is a transformative experience that offers exposure to world-class
education systems, diverse cultures, and enhanced career opportunities. However, the
financial aspect of international education can be daunting for many Indian students
and their families. Education loans serve as a critical bridge to make these aspirations
achievable.

This comprehensive guide aims to provide Indian students with all the necessary
information about education loans for overseas studies, including available options,
eligibility criteria, application processes, and important considerations to make an
informed decision.

Understanding Education Loans
An education loan is a financial product specifically designed to cover the expenses
related to higher education. For overseas education, these loans typically cover:
e Tuition fees
Living expenses
Travel costs
Books and equipment
Insurance
Other education-related expenses

Education loans differ from other loan products in terms of interest rates, repayment
options, and tax benefits. They are structured to accommodate the unique
circumstances of students, such as delayed repayment schedules that begin after
completion of studies.

Types of Education Loans Available
1. Public Sector Bank Loans
e Offered by government-owned banks
Generally lower interest rates
More standardized terms and conditions
Often require collateral for larger amounts
Examples: State Bank of India, Bank of Baroda, Punjab National Bank, Canara
Bank
2. Private Sector Bank Loans
e Offered by private banks
e Potentially higher interest rates but more flexible terms
e May offer faster processing
e Examples: HDFC Bank, ICICI Bank, Axis Bank, Yes Bank
3. Non-Banking Financial Companies (NBFCs)
e Specialized education loan providers
e More flexible eligibility criteria
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e Quicker processing times

e Examples: Avanse Financial Services, Credila (HDFC Group), InCred, Auxilo
4. Government Scheme Loans

e Central schemes like the Central Sector Interest Subsidy Scheme

e State government schemes (vary by state)

e Often targeted at specific demographics or disciplines
5. International Loans

e Loans from institutions in the destination country

e May require a local co-signer or guarantor

e Examples: Prodigy Finance, MPOWER Financing, Stilt

Major Loan Providers
Public Sector Banks

State Bank of India (SBI) Global Ed-Vantage Scheme
e Loan amount: Up to X1.5 crore
e Collateral: Required for loans above 7.5 lakhs
e Interest rate: Starting from 8.85% per annum
e Repayment period: Up to 15 years after course completion

Bank of Baroda Education Loan Scheme

Loan amount: Up to ¥80 lakhs

Collateral: Required for loans above 7.5 lakhs

Interest rate: Starting from 8.80% per annum

Repayment period: Up to 15 years after course completion

Punjab National Bank Education Loan Scheme

e Loan amount: Up to X1.5 crore
Collateral: Required for loans above 7.5 lakhs
Interest rate: Starting from 8.90% per annum
Repayment period: Up to 15 years

Canara Bank Education Loan

Loan amount: Up to %75 lakhs

Collateral: Required for loans above 7.5 lakhs
Interest rate: Starting from 8.75% per annum
Repayment period: Up to 15 years

Private Sector Banks

HDFC Credila Education Loan
e Loan amount: No upper limit specified
e Collateral: Generally required
e Interest rate: Starting from 9.55% per annum
e Repayment period: Up to 15 years
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ICICI Bank Education Loan
e Loan amount: Up to 1 crore
e Collateral: Required for loans above 7.5 lakhs
e Interest rate: Starting from 10.50% per annum
e Repayment period: Up to 10 years

Axis Bank Education Loan
e Loan amount: Up to %75 lakhs

e Collateral: Required for loans above 7.5 lakhs
e Interest rate: Starting from 10.70% per annum
e Repayment period: Up to 15 years

NBFCs

Avanse Financial Services
e Loan amount: No specific upper limit
e Collateral: May be required based on loan amount
e Interest rate: Starting from 9.75% per annum
e Repayment period: Up to 15 years

InCred Education Loans
e Loan amount: Up to 1 crore
e Collateral: May be required based on loan amount
e Interest rate: Starting from 10.49% per annum
e Repayment period: Up to 10 years

International Options
Prodigy Finance
e Loan amount: Up to 100% of cost of attendance
Collateral: No collateral required
Interest rate: Starting from 7.5% + LIBOR (variable)
Repayment period: Up to 20 years
Note: Available only for selected programs and universities

MPOWER Financing
e Loan amount: Up to $100,000
Collateral: No collateral required
Interest rate: Fixed rates starting from 10.50%
Repayment period: Up to 10 years
Note: Available for specific universities in the US and Canada

Eligibility Criteria

General Eligibility Requirements
1. Nationality: Indian citizen
2. Age: Usually 18-35 years (may vary by lender)
3. Academic Qualifications:
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o Completion of qualifying examination
o Admission to a recognized institution abroad
4. Co-applicant Requirement:
o Parent/guardian typically required as co-applicant
o Co-applicant should have a stable income
5. Credit History:
o Clean credit history for student and co-applicant
o No loan defaults or major credit issues

Institution and Course Eligibility

1. Institution Recognition:
o Must be accredited/recognized in the host country
o May need to be on lender's approved list

2. Course Eligibility:
o Professional/technical/graduate/post-graduate courses
o Some banks have restrictive lists of eligible courses
o Career-oriented courses are preferred

Documentation Required
Student Documents

!_\

Identity Proof: Passport, Aadhar card, PAN card
Address Proof: Passport, utility bills, Aadhar card
3. Academic Documents:
o Marksheets of qualifying examinations
o Degree certificates
o Standardized test scores (GRE, GMAT, TOEFL, IELTS, etc.)
4. Admission Documents:
o Offer letter from university/institution
o I-20 form (for US)
o Cost of attendance breakdown
5. Visa Documents: Copy of student visa or proof of application

N

Co-applicant Documents
1. Identity and Address Proof: Passport, Aadhar card, PAN card, utility bills
2. Income Proof:
o Salary slips (last 3-6 months)
o Form 16 or Income Tax Returns (last 2-3 years)
o Bank statements (last 6-12 months)
3. Employment Proof:
o Employment certificate
o Business proof for self-employed individuals

Collateral Documents (if applicable)

1. Property Documents:
o Title deeds
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Encumbrance certificate
Property valuation report
Property tax receipts

2. Financial Collateral:

o

O O O

Fixed deposit receipts
Life insurance policies
Mutual fund statements
Government securities

Loan Amount and Coverage
Typical Loan Coverage

cUupropNpE=

Tuition Fees: 100% of fees payable to institution

Living Expenses: As per university estimates or lender limits
Travel Expenses: One-way economy class airfare

Equipment and Books: As per university estimates or lender limits
Insurance Premium: For student health insurance

Misc. Expenses: Examination fees, lab fees, etc.

Loan Amount Limits
1. Public Sector Banks:

O
O

Maximum limits generally range from %20 lakhs to 1.5 crore
Higher limits available for premier institutions

2. Private Banks and NBFCs:

©)
O

May offer higher loan amounts with proper collateral
Some provide loans without upper limits for prestigious universities

3. Disbursement Method:

O
©)
O

Direct disbursement to institution for tuition fees
Staggered disbursement for living expenses
Reimbursement method or direct payment

Interest Rates and Repayment Terms

Interest Rate Structures
1. Fixed Interest Rates:

O
O

Rate remains constant throughout loan tenure
Less common for education loans in India

2. Floating Interest Rates:

@)
O
O

Linked to base rate or MCLR (Marginal Cost of Funds based Lending Rate)
Subject to change periodically
Most common for Indian education loans

3. Interest Rate Ranges:

o

O
O
O
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Public Sector Banks: 8.35% - 11.50% p.q.

Private Banks: 9.55% - 14% p.a.

NBFCs: 9.75% - 15% p.a.

International Lenders: 7.5% - 13% p.a. (plus applicable reference rates)
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Repayment Terms
1. Loan Tenure:
o Typically 5-15 years after moratorium period
o Longer tenures available for larger loan amounts
2. Repayment Schedules:
o EMI (Equated Monthly Installments)
o Step-up EMI (increasing payment with expected salary growth)
3. Prepayment Options:
o Most Indian lenders allow prepayment without penalties
o International lenders may have prepayment terms

Collateral Requirements

Secured vs. Unsecured Loans

1. Unsecured Loans (No Collateral):

o Available for smaller loan amounts (typically up to 7.5 lakhs in public
sector banks)

o Higher interest rates
o Stricter eligibility criteria

2. Secured Loans (With Collateral):
o Required for larger loan amounts
o Lower interest rates
o More flexible terms and higher approval rates

Types of Acceptable Collateral
1. Immovable Property:
o Residential or commercial property
o Land with clear title
o Property value typically 100-125% of loan amount
2. Financial Securities:
o Fixed deposits
o Life insurance policies with surrender value
o Government securities
o Mutual funds or shares
3. Third-party Guarantee:
o Personal guarantee from financially sound individual
o Corporate guarantee in some cases

Margin Money Requirements
1. Definition: Student’'s own contribution towards total cost
2. Typical Requirements:
o 5-15% for loans up to 7.5 lakhs
o 15-25% for loans above 7.5 lakhs
o May vary based on institution prestige and course
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Tax Benefits

Section 80E of Income Tax Act
1. Benefit: Deduction on interest paid on education loan
2. Eligibility:
o Loan must be taken for higher education
o Available to individual who pays interest
o Can be claimed by student or parent/legal guardian who took the loan
Deduction Limit: No maximum limit for interest deduction
Duration: Available for maximum of 8 years or until interest is fully paid,
whichever is earlier
5. Documentation Required:
o Interest certificate from lender
o Loan agreement copy

Ao

Important Tax Considerations
1. Principal Repayment: No tax benefit on principal repayment
2. Processing Fees: Not eligible for tax deduction
3. Foreign Exchange Fluctuations: May impact loan repayment but no additional
tax benefits

Application Process
Pre-Application Preparation
1. Research Lenders: Compare offerings from multiple banks/NBFCs
2. Credit Score Check: Check your and co-applicant’s credit scores
3. Document Collection: Gather all required documents
4. Cost Estimation: Create detailed budget for education and living expenses

Application Steps
1. Initial Inquiry:
o Visit lender website or branch
o Submit preliminary information
o Get initial eligibility assessment
2. Formal Application:
o Fill application form
o Submit required documents
o Pay application/processing fee (if applicable)
3. Technical Appraisal:
o Verification of admission and course details
o Assessment of institution ranking and recognition
4. Financial Appraisal:
o Credit history check
o Income assessment of co-applicant
o Collateral valuation (if applicable)
5. Loan Sanction:
o Approval of loan
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o Issuance of sanction letter

o Negotiation of terms (if applicable)
6. Documentation:

o Execution of loan agreement

o Creation of security (for secured loans)

o Submission of additional documents if required
7. Disbursement:

o As per university payment schedule

o Direct transfer to institution for tuition

o Transfer to student account for other expenses

Typical Timeline
1. Application to Sanction: 2-4 weeks
2. Sanction to Disbursement: 1-2 weeks
3. Total Process: 3-6 weeks (plan accordingly)

Comparing Loan Options
Key Comparison Factors
1. Interest Rates:
o Base rate
o Spread/margin
o Fixed vs. floating
2. Loan Amount:
o Maximum limit
o Coverage of expenses
o Margin money requirement
3. Collateral Requirements:
o Threshold for collateral
o Types of acceptable collateral
o Valuation norms
4. Repayment Terms:
o Moratorium period
o Maximum repayment tenure
o Prepayment options and penalties
5. Processing Time and Convenience:
o Documentation requirements
o Digital application options
o Branch visits required
6. Additional Benefits:
o Interest concessions for women applicants
o Special schemes for premier institutions
o Forex services
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Scholarships and Grants
1. Government Scholarships:
o Ministry of Education scholarships
o ICCR scholarships
o State government scholarships
2. University-specific Scholarships:
o Merit-based
o Need-based
o Diversity scholarships
3. External Organizations:
o Fulbright scholarships
o Commonwealth scholarships
o Corporate scholarships

Fellowship Programs
1. Research fellowships
2. Teaching assistantships
3. Graduate assistantships

Employer Sponsorship
1. Full or partial tuition reimbursement
2. Paid study leave
3. Return service agreements

Crowdfunding
1. Education-specific platforms: Ketto, Milaap
2. International platforms: GoFundMe, Kickstarter

Common Mistakes to Avoid
1. Applying Too Late:
o Begin loan process 3-6 months before admission
o Allow time for documentation and processing
2. Ignoring Hidden Costs:
o Forex conversion charges
o Processing fees
o Insurance costs
o Living expense fluctuations
3. Not Reading Fine Print:
o Prepayment penalties
o Default clauses
o Interest calculation methods
4. Borrowing Too Much:
o Assess career prospects and expected starting salary
o Consider debt-to-income ratio post-graduation
5. Ignoring Currency Fluctuations:
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o Can significantly impact repayment amounts

o Consider forex hedging options
6. Neglecting Co-applicant’'s Financial Health:

o Co-applicant’s credit score matters

o Co-applicant’s existing liabilities affect eligibility
7. Not Comparing Options:

o Don't settle for first offer

o Compare at least 3-4 lenders

FAQs

General Questions

Q: Can I get 100% financing for my education abroad? A: Yes, many lenders offer
100% financing for tuition fees. However, you may need to contribute 5-15% as margin
money for overall expenses depending on the loan amount and lender policy.

Q: Do I need to convert my education loan to the foreign currency? A: No, your loan
will be disbursed in INR, and the required foreign currency amount will be remitted
directly to your university by your bank.

Q: Can I apply for an education loan without admission confirmation? A: Most
lenders require confirmed admission. However, some banks offer pre-approved or
in-principle sanctions based on provisional admission letters.

Q: How does the co-applicant's credit score affect my loan approval? A: The
co-applicant's credit score significantly impacts loan approval as they are equally
responsible for repayment. A poor credit score may lead to higher interest rates or
rejection.

Eligibility Questions

Q: Are there age restrictions for education loans? A: Most lenders prefer applicants
between 18-35 years, though exceptions exist for specific courses and circumstances.

Q: Can I get a loan for short-term courses abroad? A: Many lenders focus on
full-time degree programs. Short-term courses (less than 1 year) may have limited loan
options, primarily through NBFCs or private banks.

Q: Does the ranking of my university affect loan approval? A: Yes, many lenders

offer preferential terms for highly ranked universities. Premier institutions often have
dedicated loan schemes with higher amounts and better terms.
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Repayment Questions

Q: When do I start repaying my education loan? A: Typically, repayment begins after
the moratorium period, which includes your course duration plus 6-12 months.

Q: Can I repay my loan earlier than scheduled? A: Yes, most Indian lenders allow

prepayment without penalties. However, international lenders might charge
prepayment fees.

Q: What happens if I drop out or change my course? A: You remain liable for the

disbursed amount. Some lenders may recall the loan immediately, while others may
allow restructuring.

Q: Can I get an education loan if I've previously defaulted on another loan? A:
Previous defaults make approval difficult. You may need additional collateral,
co-applicants with strong profiles, or to approach specialized lenders.

Resources and Contact Information
Government Resources
1. NSDL Vidya Lakshmi Portal
o Unified platform for education loan applications
o Website: www.vidyalakshmi.co.in
2. Ministry of Education
o Scholarship information
o Website: www.education.gov.in

Major Banks' Education Loan Contacts
1. State Bank of India
o Education Loan Helpline: 1800 11 2211

o Website: www.sbi.co.in/web/personal-banking/loans/edu-loans
2. Bank of Baroda

o Education Loan Helpline: 1800 258 4455

o Website: www.bankofbaroda.in/personal-banking/loans/education-loan
3. HDFC Credila

o Contact: 1800 209 3636
o Website: www.hdfccredila.com

International Resources
1. Prodigy Finance

o Website: www.prodigyfinance.com
2. MPOWER Financing

o Website: www.mpowerfinancing.com
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Forex Services
1. Thomas Cook India
o Website: www.thomascook.in/foreign-exchange
2. BookMyForex
o Website: www.bookmyforex.com
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