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POTENTIAL OUTCOMES

Ha rd  La nd ing   So ft  La nd ing           No  La nd ing
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INTEREST RATES
“[I] f in fla t io n  is  co m ing  d ow n , it  w ill b e  na tu ra l to  b ring  no m ina l 
in te re st  ra te s  d ow n  next  ye a r, co ns is te n t  w ith  t ha t , to  ke e p  the  
s t a nce  o f m o ne ta ry p o licy a p p ro p ria te  fo r a n  e co no m y tha t ’s  
g row ing , a nd  fo r in fla t io n  m oving  to  t he  2 p e rce n t  leve l.”
    
     Fe d e ra l Re se rve  Ba nk o f NY Pre s id e n t  J o hn  W illia m s  

      (NY Tim e s , Aug  7, 20 23)
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STUDENT DEBT
W ha t  ha p p e ns  w he n  p a ym e n t s  re sum e ? So m e  o b se rva t io ns :

1. The  m e d ia n  p aym e nt  p re -COVID wa s  ~$ 20 0  p e r m o nt h  p e r fa m ily. Th is  
a m o unt  re p re se n t s  a b o ut  14 % o f to t a l m o nt h ly d e b t  se rvice  co st s  fo r 
st ud e n t  lo a n  b o rro we rs .

2 . O ne  in  t h re e  b o rro we rs  we re  e nro lle d  in  inco m e -d rive n  re p aym e nt  ( IDR) 
p la ns  p re -COVID. Up t a ke  inc re a se s  w it h  lo a n  b a la nce . The  Bid e n  
Ad m in ist ra t io n  ha s  exp a nd e d  e lig ib ilit y o f IDR, w hich  w ill p re sum a b ly ra ise  
e nro llm e nt  p e rce n t a g e s  o nce  p aym e nt s  re sum e .

3 . The  p o p ula t io n  o f st ud e n t  lo a n  b o rro we rs  ho ld  a b o ut  12 p e rce n t  o f t he  
o u t st a nd ing  c re d it  c a rd , a u to , a nd  m o rtg a g e  d e b t . Th is  fig ure  fa lls  t o  6  
p e rce n t  w he n  t he  p o p ula t io n  is  lim it e d  to  t ho se  m a king  p aym e nt s  o n  
st ud e n t  lo a n  d e b t .
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RECAP:
• Eco no m ic  g row t h  is  s low ing . A so ft  la nd ing  is  t he  m o st  like ly 

o u tco m e , b u t  m e a n ing fu l risk o f ha rd  la nd ing / no  la nd ing .
• The  Fe d  is  d o ne  h iking . Exp e c t  a  ra te  c u t  a ro und  t he  m id d le  o f 

next  ye a r.
• Ho use ho ld  fina nce s  a re  s t ro ng  e no ug h  to  we a t he r t he  s to rm . 

Tra d ing  o ne  m a jo r s t re ss  ( in fla t io n )  fo r o t he r sm a lle r o ne s  
(s low ing  wa g e  g row t h , re sum p t io n  o f s t ud e n t  d e b t  re p aym e n t s , 
c a p  g a ins  t a xe s  in  ‘24 ) .

• Cre d it  un io ns  a re  s t ill sho rt  liq u id it y. Le nd ing  is  s low ing  sha rp ly.
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