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Overview

Data Source: Survey of Consumer Finances (SCF)-triannual survey from the Federal Reserve-
considered the best source for wealth of American families (2019 latest)

e Student Loan Debt

» Percentage of families having student loan debt by various characteristics
 Distribution of the student loan balances held (25" percentile-90™" percentile, average)

= Comparisons of median balances by key family or family head characteristics
 Distribution of required monthly payments (25" percentile-90™" percentile, average)

* Percentage of family income that the payments represent

« The racial/ethnicity categories from SCF are self-identified and include white, non-Hispanic;
Black/African American; Hispanic; and other, which consists of those races/ethnicities not defined in
the three prior categories, such as Asian Americans and those who identify as multiracial. SCF is at
the family level, so the characteristics of the family head (or the reference person) are used to
categorize the families.
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PERCENTAGE OF FAMILIES HAVING STUDENT LOAN
DEBT BY VARIOUS CHARACTERISTICS




Percentage of Families Who Have Student Loan Debt, 1992-2019
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Source: EBRI estimates of the 1992, 2001, 2010, 2013, 2016, and 2019 Survey of Consumer Finances.
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Percentage of Families Who Have Student Loan Debt, by Family Income
Quartile, 2019
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Source: EBRI estimates of the 2019 Survey of Consumer Finances.
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Percentage of Families Who Have Student Loan Debt, by Age of Family
Head, 2019
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Source: EBRI estimates of the 2019 Survey of Consumer Finances.
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Percentage of Families Who Have Student Loan Debt, by Race/Ethnicity
of Family Head, 2019
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Source: EBRI estimates of the 2019 Survey of Consumer Finances.
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Distribution of Families With Student Loan Debt, by Various
Demographic Characteristics, 2019
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Source: EBRI estimates of the 2019 Survey of Consumer Finances.
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Share of the Total Value of Student Loan Debt Held, by Specific Groups, 2019

Net Worth or Family Income Top 50% or Family Head

Net Worth or Family Income Top 50% :
y P ° With a College Degree

Source: EBRI estimates of the 2019 Survey of Consumer Finances.
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Distribution of Whose Education the Student Loan Debt Financed, 2019
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Source: EBRI estimates of the 2019 Survey of Consumer Finances.
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STUDENT LOAN BALANCES




Distribution of Student Loan Balances Held by Families, 1992, 2010, and 2019
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Source: EBRI estimates of the 1992, 2010, and 2019 Survey of Consumer Finances. Note: All dollar amounts are in 2019 dollars.
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Median Student Loan Balances (of Families Having This Debt), by
Various Characteristics of the Family or Family Head
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Source: EBRI estimates of the 2019 Survey of Consumer Finances.
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STUDENT LOAN PAYMENTS




Distribution of Reported Required Family Monthly Student Loan Debt Payments and of the
Percentage of Family Income That the Debt Payments Represent, 2019
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Source: Employee Benefit Research Institute estimates of the 2019 Survey of Consumer Finances.
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Percentage of Families With Student Loan Debt Payments Above Various Percentage

of Family Income Thresholds, 2019
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Source: Employee Benefit Research Institute estimates of the 2019 Survey of Consumer Finances.
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Takeaways

EBRI

The percentage of families with student loan debt more than doubled from 1992 to 2019
but had leveled off from 2016 to 2019.

Families with higher incomes (top 2 quartiles) and family heads who were younger or were
Black/African American were more likely to have student loan debit.

Among the families having student loan debt, families with white, non-Hispanic heads
represented 60 percent, those with heads younger than 35 — 40 percent, those with
Incomes In the top half — 57 percent, and those with net worth in the lowest quartile — 42
percent.

Families with incomes or net worths in the top half held 67.7 percent of the student loan
debt in 2019.

The median student loan balance among the families having this debt was $22,000 in
2019. This debt required a median monthly payment of $200. At the median, these
payments translated into 3.2 percent of family income.
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STUDENT LOAN DEBT AND
RETIREMENT SAVINGS

Joshua Dietch — VP, Retirement Thought Leadership



Framing the retirement savings and student loan debt

problem - Dueling crises

$3.8
trillion

Americans estimated
retirement savings
shortfall

$1.5
trillion

Amount of money
Americans owe In
government-issued
student loan debt”
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Participants with student loan debt are less likely to
save for retirement

Student Loan Debt and Retirement Plan Participation
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®m Making student loan repayments ®m Not making student loan debt repayments

Source: T. Rowe Price Student Loan Survey, December 2019
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Using a sharper lens - Gen Xers with student loan debt
struggle more than others to save for retirement

Retirement Plan Participation and Incidence of Student Loan Debt

® No Student Loan Debt E Has Student Loan Debt

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

% of Respondents

Nonparticipant Participant I Nonparticipant Participant * Nonparticipant Participant

Millennials ! Gen X i Baby Boomers

Source: T. Rowe Price Student Loan Survey, December 2019
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Student loan debt is viewed as “good” debt

Perception of Student Loans

m Strongly agree  mAgree ®mNeutral ®Disagree Strongly Disagree

Education is a good
investment for the future,
even if it means taking on

loans to pay for it

6%
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Source: T. Rowe Price Student Loan Survey, December 2019
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Borrowers view student loan debt as long-term debt

Perception of Student Loan Debt Repayment Duration

m Strongly agree  mAgree ®mNeutral ®Disagree Strongly Disagree

Short- to Intermediate-Term Debt 13%

Long-Term Debt 7%
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Source: T. Rowe Price Student Loan Survey, December 2019
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Retirement is by far the greatest financial priority of

savers

Financial Priorities of Savers
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Source: T. Rowe Price Retirement Savings and Spending Study, 2019
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Daily living expenses are the most common barrier to
saving for retirement

Reasons for Not Participating or not Savings 15% of Wages

m Do not participate in employer plan m Participate in employer plan, but save less than 15%
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Source: T. Rowe Price Student Loan Survey, December 2019
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Delaying of student loan debt repayment could impact
the timing of other lifestage financial goals

Hypothetical Lifestage Financial Goals

Age 20 30 40 50 60

Repay student loans Save for future education expense
Save to purchase Repay mortgage
residence

Save for retirement

Hypothetical timeline of debt repayment and savings goals
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This material is provided for general and educational purposes only and is not intended to provide legal, tax, or investment advice.
This material does not provide recommendations concerning investments, investment strategies, or account types; it is not
individualized to the needs of any specific investor and not intended to suggest any particular investment action is appropriate for
you, nor is it intended to serve as the primary basis for investment decision-making.

The views contained herein are those of the authors as of March 2021 and are subject to change without notice; these views may
differ from those of other T. Rowe Price associates.

All investments involve risk. All charts and tables are shown for illustrative purposes only.

T. Rowe Price Investment Services, Inc., distributor, and T. Rowe Price Associates, Inc., investment advisor.

©2021 T. Rowe Price. All rights reserved. T. Rowe Price, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively
and/or apart, trademarks of T. Rowe Price Group, Inc.

202103-1545029
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How student loan repayment benefits
can empower your workforce and your
bottom line

T) Donovan, Head of Sales — Gradifi by E*Trade



&

Student loan debt 67/%
has an impact on
the workforce...

80%

1. https://www.pwc.com/us/en/private-company-services/publications/assets/pwc-2019-employee-wellness-survey.pdf

2. Oliver Wyman, "The Student Loan Repayment Benefit — Opportunities to Serve a Pressing Financial Need," 2017

of employees reported feeling

stressed about their finances!

of working professionals with
student loan debt consider it to be
a source of significant or very

significant stress?
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A

With student debt at an all time high, your employees’
priorities have changed, but your company benefits
likely haven't.

According to an Oliver Wyman survey, among working professionals with student debt:

80% of respondents consider their debt to be a source of significant stress

45(y also selected student loan repayment assistance as the single most compelling employee benefit
O among potential options that included additional retirement and health care contributions

58(y indicate that they would prefer that their employer make payments to help reduce their student
O debt versus making additional contributions to their retirement funds.

(1) of these respondents indicated that student loan repayment assistance would positively impact
90 /O their decision to accept a job offer, to recommend an employer or to want to stay at their current
employer.!

N 1. Oliver Wyman 2017 Survey of Student Loan Finances. Conducted May 2017. Survey included 3,002 US households between 18-50 in age, with
a bachelor’s degree or more, who are either employed or seeking employment. Of the 3,002 households that qualified to complete the survey,
1,012 had outstanding student loans.

of employers currently offer
student loan repayment
assistance as a benefit.?

2. Society for Human Resource Management's 2019 Employee
Benefits survey, https://www.shrm.org/resourcesandtools/hr-
topics/benefits/pages/younger-workers-seek-student-loan-aid-and-
career-development.aspx




A
Tax legislation regarding student loan repayment benefits

The CARES Act is a stimulus package passed by Congress in March 2020. It included provisions regarding

the tax treatment of employer contributions towards employee student debt. Up to $5,250 per employee
annually will be tax-free when it comes to employer contributions.

The new law amends Section 127 of the Internal Revenue Code to extend an existing tax exclusion for

employer-provided educational assistance to include payments of qualified education loans by an
employer.

The legislation regarding student loan repayment benefits was extended for five years, through 2025. This
was originally part of the CARES Act, but was extended in the Consolidated Appropriations Act, 2021.
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A

Impact of a $100 monthly employee contribution to the median bachelor’s degree
borrower

Assumptions: $26,500 loan balance, 4% rate, and 10-year term

$30,000.00 Without employer retirement plan
ploy P $32,196
— $25,000.00 I 1
.g $26,500 $5,696
a
té'o $15,000.00 Principal Interest
e
£ $10,000.00
5
O $5,000.00
With employer retirement plan
$0.00 -3.1 years SZZ' 150
[ |
! 2 3 4 > 6 / 8 J 10 $8,200 $18,300 $3,850
e - IS
=== \\/ith employer repayment plan e=@==\\/ithout employer repayment plan Employer Principal Interest

Pay off debt 3 years, 1 month earlier and save $10,046 with a $100 monthly employer contribution

A Estimated savings include total SLP contributions plus estimated interest savings. Assumes extra payments are applied throughout repayment term of the loan and that borrower continues to make regular monthly 36
payments. Individual savings will vary.



A

The impact to your bottom line Cost of Benafit
Eligible Employees 1,000
This commonsense solution allows for employees Estimated Participants 250
to receive up to $5,250 per year towards their Monthly Contribution $100
student loans tax-free. Annual Contribution/Participants $1,200
Total Annual Budget $300,000
This is a benefit that employees have asked for and Cost of Turnover
are looking for. This is a way to keep the talent you Employees Impacted .
worked hard to find, and market to those who are SR -
looking for help from an innovative employer. # of Employees -
Est. Cost of Turnover $72,0002

(assuming average employee income of $145,000)

Total Cost of Turnover $2,880,000

Savings of $360,000 if just
five of these employees stay

*For modeling purposes only, assumes generic company and utilization estimates
@ 1. Percentage is for illustrative purposes and does not represent actual statistics

2. https://www.gallup.com/workplace/247391/fixable-problem-costs-businesses-trillion.aspx



https://www.gallup.com/workplace/247391/fixable-problem-costs-businesses-trillion.aspx
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Please read the following disclosures:

The material provided by E¥*TRADE Financial Holdings, LLC or any of its direct or indirect subsidiaries (E*TRADE) or by a third party not affiliated with E¥*TRADE is for educational purposes only and is not an
individualized recommendation. E¥*TRADE does not guarantee the accuracy of the third-party content. The information contained in the third-party material has not been endorsed or approved by E¥*TRADE
and E*TRADE is not responsible for the content. This information neither is, nor should be construed as, an offer or a solicitation of an offer, or a recommendation, to buy, sell, or hold any security, financial
product, or instrument discussed herein, or to open a particular account or to engage in any specific investment strategy by E*TRADE.

The E*TRADE Financial family of companies provides financial services, including trading, investing, banking, and managing employee stock and financial wellness benefit plans.

E*TRADE Financial Corporate Services, Inc. acquired Gradifi, Inc. Gradifi offers financial wellness benefits focused on solutions for employers to provide their employees student loan and college savings
benefits.

The laws, regulations, and rulings addressed by the products, services, and publications offered by E*TRADE Financial Corporate Services, Inc. and its affiliates are subject to various interpretations and
frequent change. E*TRADE Financial Corporate Services, Inc. and its affiliates do not warrant these products, services, and publications against different interpretations or subsequent changes of laws,
regulations, and rulings. E¥*TRADE Financial Corporate Services, Inc. and its affiliates do not provide legal, accounting, or tax advice. Always consult your own legal, accounting, and tax advisors.

E*TRADE Financial Corporate Services, Inc., American Student Assistance (ASA), and Natixis Investment Managers are separate and unaffiliated companies.

© 2021 E*TRADE Financial Holdings, LLC, a business of Morgan Stanley. All rights reserved.

’

38



EBRI



Upcoming Events

Wednesday, March 24 — Unraveling the Retirement Nest-Egg Calculus: Why Do People Spend the
Way They Do in Retirement? Featuring a Members-Only After Show Discussion

Wednesday, April 7 — The Three Certainties of Life: Death, Taxes, and Updates From EBRI's HSA
Database

Wednesday, April 21 — Location, Location, Location: The Impact of Site of Treatment on Health Care

Costs

Save the Dates:
American Savings Education Council Partners’ Meeting
Savings Considerations for Minorities in America

April 29

Spring Virtual Policy Forum May 10, 11, and 13

E EMPLOYEE BENEFIT , )
BRI RESEARCH INSTITUTE © Employee Benefit Research Institute 2021

40


https://www.surveymonkey.com/r/JX3SDG3
https://www.surveymonkey.com/r/3K8NJ6J
https://www.surveymonkey.com/r/LCXFTRY

