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Merkle POV and Commentary

“The student lending arena is rapidly changing. The change is fueled by the interjection of new FinTech players chasing the 
student loan refinance business, brought about in part by changes in the federal funding of student lending programs. These new 
players are competing for market niches on a national scale, offering enhanced customer experience, digital know-how, 
transparency, and unique products and features.

On the refinance front, opportunities are driven by increases in the number of students entering the workplace with graduate 
degrees from major universities. While these students are capitalizing from the recovering economy and improved employment 
outlook, many are graduating with significant student loan debt. Federal student loan debt represents a unique opportunity as
these loans have been priced with limited regard to risk—resulting in higher rates being charged to consumers than available in 
the private market. This opens the door for private funding to refinance debt, offering former students lower rates and payments.   

We are also observing innovation in product design, as well as with features and benefits. We are seeing hybrid lines with fixed
rate partitions, as well as one-time approvals for full tuition with draw-downs by semester. Product features and benefits are also 
being fine-tuned. We are seeing benefits tied to usage and funding for social non-profit organizations, assistance with job 
searches, and repayment forgiveness for periods of unemployment. Transparency and trust have taken center stage in crafting 
these solutions that appeal to Millennials.

Finally, unsurprisingly, providers continue to adapt the way in which they interact from a media perspective to appeal to younger, 
more digitally savvy consumers. These consumers are far more likely to do research online, transact online, and engage in tools to 
better understand their financial options. To succeed, providers need to consider the full customer journey, designing integrated 
digital media strategies to engage the student from the research phase through the funding phase. These consumers have grown 
up in a completely digitally native environment and expect companies to engage across multiple devices and channels. The 
winners will be providers that can target these consumers precisely using both 1st and 3rd party data to provide relevant content 
across all channel interactions, as well as streamlined processes and conversion. This will require investments in technology, 
digital experience and channel integration. These are exciting times from a student lending perspective and the market is ripe 
with opportunity for growth and expansion.”

Diana Tummillo

Vice President, Retail Banking
and Consumer Finance
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Key Takeaways

• While student loan debt remains the most acute financial issue the Millennial 
generation is facing today, the financial impact is felt by all age groups. 

• Millennials put a high value on transparency and aren’t always trustful of financial 
institutions, resulting in a greater need for educational tools to build trust.

• Attracting younger customers requires digital service delivery as well as 
understanding and meeting their needs, which are unique to their generation.

• 2015 has been a year of growth and change as new players seek to fix a broken 
student loan market.

• These new players are competing for market niches on a national scale, offering 
enhanced customer experience, digital know-how, unique products and features, 
and transparency.
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Today’s Student Lending Consumer
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A Closer Look at the Graduate

Sources: The Accenture Strategy 2015 U.S. College Graduate Employment Study; “Millennial College Graduates: Young, Educated, Jobless.” Newsweek. May 27, 2015; 
“Colleges That Lead to Graduate School.” U.S. News. June 2, 2015. 

• In the spring, an estimated 2.8 million university graduates entered the U.S. workforce with bachelor’s, 
master’s and doctoral degrees as the unemployment rate hit its lowest level in nearly seven years

• Nearly half of those who graduated in 2013 and 2014 are underemployed or working in jobs that don’t 
require a college degree

• 26% of college grads enrolled in a graduate program within one year of graduation

• New York college students are particularly graduate school bound

• Graduates are responding to the growing need for science, technology, engineering and math degrees and 
thinking more about potential jobs before choosing a major field of study
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College Enrollment on the Decline

Sources: “Millennials Are Ditching College and Heading Back to the Workplace.” Bloomberg Business. May 14, 2015.                                                                               
Report: National Student Clearing House Research Center, Spring 2015. 

Implications: Tuition has risen faster than the rate of inflation and wages have not kept pace with the cost of 
college. When combined with a shrinking enrollment base, greater availability of income (full- and part-time 
jobs) and lower relative price, these all drive lower need for additional funding from loans. 

According to a recent report from the National Student Clearing House Research Center, spring 
college enrollment dropped nearly 2% from last year. 

Hardest hit are community colleges which 
generally are unable to offer same type of 
financial aid packages as larger institutions and 
for-profit institutions which have received bad 
press amid government accusations of inflated 
job prospects of graduates.

Much of the bulk (74%) of the decline in 
enrollment stemmed from adults ages 24+ who 
are choosing to re-enter the workforce and 
favoring short-term benefits of a job rather than 
the long-term returns of degree.

Enrollment of traditional students straight out 
of high school at 4-year public institutions was 
unchanged, largely to demographic changes 
where the number of 24-and-under population 
has ceased growing.

College Enrollment, in Millions
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Only 21% of Americans View Higher Education as Affordable 

The average class of 2015 graduate with student loan debt will have to pay back a little over $35,000; this is more 
than twice the amount borrowers had to pay back two decades earlier. Almost 71% of bachelor’s degree 
recipients will graduate with a student loan, compared with less than 50% two decades ago.

Average Debt per Borrower, 
Each Year’s Graduating Class

Percentage of Students with Loans,
Each Year’s Graduating Class

Source: Analysis of National Center for Education Statistics data; Analysis of government data by Mark Kantrowitz, publisher at Edvisors, WSJ; Gallup Poll

Implications: Student loan debt remains the most acute financial issue the Millennial generation is facing today.  
With many of these loans being federal with rates not tied to credit profiles, this represents a significant 
opportunity for refinancing in the private sector, once students graduate and are employed.

In April, a Gallup poll found that only 21% of Americans view higher education as affordable. 
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Student Loan Balances Increasing Across All Age Groups

Source: TransUnion Study; http://www.transunioninsights.com/wallet; http://thefinancialbrand.com

All Ages Ages 20-29 Ages 60+

2005 2014 2005 2014 2005 2014

2.8% 7.0% 12.9% 36.8% 0.5% 1.8%

Total Student Loan Balance

According to a study from TransUnion, the impact of student loans has been felt by all age groups. 

• Student loans have left a major financial imapct on consumers ages 20-29. In 2005, student loans made up 
only 12.9% of the total loan balance, but then increased to 21.1% by 2009, and surged to 36.8% in 2014.

• The increase in student loans by the 60+ age group points to the fact that many older Americans are 
participating in loans to help family and friends.

From a dollar perspective, the average student loan 
balance per consumer with a student loan account 
jumped from $17,442 in 2005 up to $29,575 in 2014.
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A Greater Need for Trust and Transparency

Most families are not advised through the process of taking on student loan debt. According to a new Bankrate 
Money Pulse survey, more than half of student borrowers who were surveyed and two-thirds of Millennials in 
that group say they didn't receive enough information or advice about the financial risks.

Source: Bankrate Money Pulse Survey, July 2015; “Survey: Student loan debt forces many to put life on hold.” Bankrate. August 5, 2015. 

Implications: Consumers, Millennials especially, put a high value on transparency and aren’t always trustful of 
financial institutions, resulting in a greater need for transparency and tools to build trust.

Didn’t Get Enough Information on Risks of Carrying Student Loan Debt

10



© 2015 Merkle. All Rights Reserved. Confidential

Millennials Interested In and Use Online/Alternative Banks

Source: Mintel Report, “Retail Banks and Credit Unions, February 2015.

While the percentage of consumers who use online and alternative banks is still small, even among Millennials, it 
is growing and can be expected to grow as more young people move into the work force and have more of a need 
for banks and their products and services.

37%

of Millennials report that they already use an “alternative” 
bank such as Simple.com or Moven.com 19%

of Millennials report that they already use an 
online bank such as Ally or Capital One 360

Another 32% report being interested in using an online bank

Another 33% report being interested in using an 
“alternative” bank
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Affluent Millennials Most Open Alternative Banking Options

Source: http://www.forbes.com/sites/laurashin/2015/05/07/how-Millennials-money-habits-could-shake-up-the-financial-services-industry/

The difference is especially stark among affluent* Millennials, 67% of whom are open to products and services from 
non-financial services brands, compared to 45% for affluent Gen Xers.

*Affluent was defined as having $100,000 or more in investable assets, excluding real estate.

Implications: Millennials grew up in an era where they were marketed to as kids and have connected to brands 
their whole lives. They have seen success in certain sectors that aren’t financial services related at all (i.e., 
Google, Apple), and are more likely to try financial services from these trusted brands that have succeeded in 
other sectors but may not currently be offering financial services. 
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A Changing Marketplace
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A Rising Rate Environment

Interest rate increases are never favorable for borrowers. Once the Federal Reserve increases rates, student loan 
borrowers can expect the rates of their new federal and private loans to rise slightly. While most borrowers will 
only see a minimal increase in their monthly payments, graduates who borrowed larger variable rate loans may 
be more challenged.

Source: “Student Loan Interest Rates Could Rise Upon Fed Action.” The Street. September 11, 2015. 

Implications: Graduates can look into plans which offer a reduction in monthly payment amounts. Refinancing 
current student loans is another option since the amounts students are borrowing to pay for their four-year 
undergraduate college degrees are escalating across all income groups. The current low interest rates are also 
an advantage for graduates considering refinancing.
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Federal Interest Rate Structure Offers Opportunity for Private Sector

Implications: In the private market, a stronger credit profile yields a lower interest rate, which is causing many 
borrowers to seek private options for student loans or refinance federal student loans at a lower rate once they 
have graduated. This disparity in rates relative to credit profiles is creating new opportunities to refinance 
student loans for private lenders and FinTech start ups. 

Fixed interest rates are currently 4.29% for 
undergraduates, while the rate for graduate 
students rises to 5.84% for the first $29,000 
borrowed annually. If more money is 
needed, or the parents are borrowing to 
help pay for school, the rate rises again to 
6.84% through the “PLUS loan” product. 

Interest Rates on Federal Student Loans for 2015-16

Type of Student Loan Interest Rates*

(2015-16 Academic Year)

Undergrad Federal Stafford Loans 
(Subsidized and Unsubsidized)

4.29%

Graduate Federal Stafford Loans 
(Unsubsidized)

5.84%

Grad PLUS and Parent PLUS loans 
for parents of undergrads and graduates

6.84%

In today’s federal interest rate structure, higher-cost loans to graduate students (who need money more than 
ever after finishing undergrad) and loans to parents (who are almost always more creditworthy than their 
children who are just starting out) are pegged at higher rates to subsidize direct undergraduate lending. 

Graduate students or parent borrowers will pay an 
additional $3,330 over a standard 10-year horizon to fund 
$20,000 in education expenses with PLUS loans.
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*These rates are determined by adding a fixed charge to the 10-year Treasury note each May for the following July 1–June 30 period.
Source: “The Way Student Loan Interest Rates Are Assigned Raises A Red Flag on the System.” Business Insider. September 24, 2015; 
“The New Math of Student Loans.” WSJ. June 12, 2015. “It’s about to get cheaper to borrow for college.” Washington Post. May 12, 2015. 
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An Expanded Market for Student Loan Options

New FinTech companies have entered the market in the past couple of years with the goal of “fixing the broken 
student loan market.” These online lenders are focused on giving student loan borrowers a better rate and better 
experience, and they base student lending appeals on refinancing student debt into lower rate loans and payments. 

Implications: These new FinTech players have become better positioned to compete in this marketplace due to 
substantially different business models including funding sources, data mining and digital experience, coupled 
with the ability to target highly refined audience niches on a national scale.
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2015 Top Student Lenders: Comparison Chart

Source: http://student-loans-review.toptenreviews.com
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New & Noteworthy
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Student Loan Online Refinancing Tool Earnest

Startup Earnest launched a student loan refinancing service offering loans with annual payment rates as low as 
1.9%. The online service is also instantly flexible, with options to change the rates of repayment at automatically 
reduced rates, based on a user’s decisions. The company estimates that they can save college students roughly 
$12,500 on average, compared with traditional refinancing options.

Source: “New Loan Refinancing Tool And $17M Round Shows The Importance Of Earnest.” Tech Crunch. January 27, 2015.
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Upstart Gives Loans Without Credit Scores

Upstart is a new company that provides personal loans with no credit required. It is geared towards college 
graduates with good jobs who can’t get approved for traditional loans or credit cards because they haven’t used 
credit long enough. 

Source: “New Loan Refinancing Tool And $17M Round Shows The Importance Of Earnest.” Tech Crunch. January 27, 2015.

Using large datasets and debt-to-income ratio, Upstart draws correlations between
educational factors and the likelihood that someone can and will repay a loan.
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Credible Brings Transparency and Trust to Student Loan Market

Credible allows students and graduates to compare personalized loan offers from multiple lenders in one place. 
After filling out one simple form, students and graduates receive and compare personalized offers from 
numerous lenders and choose which best serves their individual needs.

Source: https://www.credible.com/refinance-student-loans

“We envision a day when no students pay more than they
should on their student loans, and where all graduates
can put their savings toward the important things in life.”
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CommonBond Expands Student Loan Refinancing

In September 2015, CommonBond expanded its student loan refinancing program to more than 2,000 
universities at the graduate and undergraduate levels. The expansion, from 200 schools previously, follows a 
recent announcement that it has raised $35 million in Series B funding. 

It also debuted a refinancing program that refinances federal Parent PLUS loans that parents take out to fund 
their children's undergraduate education.

Source: “Marketplace Lender CommonBond Expands Student Loan Refis.” American Banker. September 22, 2015. 

“While student loan debt weighs heavily
on millennials, we also saw a big need in
the market to provide a new option for
parents who carry student debt on behalf
of their children.”

- David Klein, CEO of CommonBond

CommonBond aims to provide personalized loans 
with lower interest rates than traditional lenders.
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New for Private Student Loans: Pre-Approval

Citizens is offering to speed up the loan approval process for future academic years by telling some applicants who 
get approved for the coming academic year that they can also get loan pre-approvals for the remaining years of 
their college education. It applies only to borrowers who opt for a variable-rate loan.

The pre-approval, offered to selected borrowers with strong credit, will make the application 
process less time-consuming for repeat customers. 

Source: “New for Private Student Loans: Preapproval.” WSJ. June 16, 2015. 

Implications: As competition intensifies, this multiyear approval strategy, a first in the private loan industry, is 
intended to capture more borrowers for the long run. This is one strategy to turn student-loan borrowers into 
lifelong customers by selling other products as they get older and accrue wealth.
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Fifth Third Targets Recent Graduates in Marketing Campaign

Fifth Third is aiming to help prospects and kids of current customers address a hot button issue: more than half 
of recent grads lack full-time jobs six months after graduating. To help generate buzz among a highly-coveted 
demographic, Fifth Third is giving away $1 million in job search coaching in the “Brand of You” Contest. 

Source: “Fifth Third Targets Young and Underemployed in Marketing Campaign.” Bank Technology News. June 16, 2015. 

Landing Page

LinkedIn PostTo enter, contestants must Tweet why they think they deserve free one-on-
one job coaching using the hashtags #BrandOfYou and #53Enter. 

Recent grad Gina Harrison is the face of the
"Brand of You" social media campaign.

Implications: This initiative points to an ongoing trend of allocating marketing dollars to offer innovative perks 
and digitally exhibit good deeds to drive engagement online.
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Sallie Mae App Guides Users Through College via Planning Tools

Sallie Mae’s mobile app, College Ahead, assists high school students in planning and preparing for college. It is
is designed to be as fun as it is informative, providing invaluable tips for planning for college and interactive tools 
students can utilize to gear up for four years of higher learning.

The app also provides access to Sallie Mae’s Scholarship Search and College Planning Calculator, as well as step-
by-step instructions for how parents and students can begin planning for college. 

Source: “Debt-Plagued College Students Apathetic Toward Mobile Banking: Report.” Mobile Commerce Daily. April 21, 2015. “Sallie Mae Rolls Out Innovative 
New App.” Mobile Marketing Watch. October 20, 2014. 

Implications: While the vast majority of families view college as a critical and worthwhile investment, most 
families do not have a plan to get there. The app allows for far more detail than the average college counselor 
is able to provide, and helps parents and students get the conversation of planning for college started.
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Sallie Mae’s “Good Things Come to Those Who Plan” Contest

Sallie Mae rewarded families for taking steps to plan for college today through its first “Good Things Come to Those 
Who Plan” contest. It awarded one grand prize of $10,000 and two second prizes of $5,000 each to families who 
are building financial plans to pay for college.

Families entered the contest by registering for any of Sallie Mae’s free plan-for-college tools, including the College 
Planning Calculator and the Scholarship Search by Sallie Mae, and completing a short essay on why they are excited 
to plan for college. 

Implications: This initiative points to an ongoing trend of digitally exhibiting good deeds to drive engagement 
online.  
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Startup Scholly Aims to Put Unused Scholarships to Use

Scholly, is a new scholarship app that ask students to enter relevant information about themselves, including 
home state, race, gender, GPA, and major. The program then searches its database of over 20,000 scholarships 
and displays the ones for which the student qualifies.

Source: “Scholly, An App For Finding Scholarships, Partners With State And Federal Programs.” Tech Crunch. June 15, 2015.

Implications: While students are not willing to put in all the time it takes to find scholarships before they turn 
to loans, technology is influencing this process and making it easier. 

About $100 million in scholarship 
funds go unused every year—the new 
startup, Scholly aims to change that. 
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Featured Competitive Samples
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Discover: Paid Post on The New York Times Website

Discover used a paid post on The New York Times website to promote its recent study which promoted press 
about college still being worth the financial investment, despite its rising costs. 

Source: http://paidpost.nytimes.com/discover-student-loans/college-is-still-worth-it-despite-rising-costs.html 
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Discover: Standard and Mobile Ads

Discover used online and mobile channels to promote its fee-free student loans, good grades incentive, 
100% cost coverage, and easy application in 15 minutes or less.

Source: Moat.com

Mobile

Standard
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Discover: Direct Mail

Source: Media ID: 20150709-011210

Direct Mail

In June and July 2015, Discover sent parents of college and graduate students loan information stating “you’ve 
worked for years to provide a better life for your child and prepare them for a successful future,” while 
highlighting 100% coverage and its good grades incentive.
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Citizens: Refinance Direct Mail

In July and August 2015, Citizens sent this prequalified acquisition mailing, promoting its easy 20-minute process.

Source: Media ID: 20150817-011860

Direct Mail
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Wells Fargo: Direct Mail

In June 2015, Wells Fargo promoted the “Wells Fargo difference” that included unique tools and personalized 
attention in step-by-step college financial planning. 

Source: Media ID: 20150710-0111203

Direct Mail
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SoFi: Refinance Direct Mail

In July 2015, SoFi sent this acquisition mailing promoting its lower rate advantage and quick application process.

Source: Media ID: 20150814-011445

Direct Mail
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SoFi: Standard Ads

• Creative refresh on a monthly/bi-monthly frequency
• Creative testing: image vs. text, white vs. black background, savings vs. find my rates 

Source: Moat.com

Standard
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SoFi: Standard and Mobile Ads

• Multiple versions of the creative with strong CTAs (“Find my Rate,” “Start Saving”)
• 15% of total inventory is on mobile (approximately)

Source: Moat.com

Standard

Mobile
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SoFi: Subway Branding

SoFi is actively leveraging the New York City Subway and PATH for outdoor branding as an amplification tactic. 

Source: NYC Subway
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Upstart: Facebook Ad

Source: Facebook
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Credible: Ad Units

Credible, which connects users to bank partners, served ads as a unit on the side of native content/paid content. 
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Earnest: Gmail-sponsored Promotion

Source: Gmail
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Thank You!

merkleinc.com

Alison Berman
Senior Market Research Manager
aberman@merkleinc.com
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