Financial Transparency Report 2026

The Hidden Costs of Abroad Education Loans: A Comprehensive Guide for Students

Executive Summary

For Indian students pursuing international degrees, the interest rate is often
viewed as the primary cost of capital. However, additional expenses including
processing fees, forex markups, and capitalized interest can increase the total cost
of borrowing by 15% — 25% over the loan tenure. This report breaks down these
"hidden" costs to facilitate informed decision-making.

Key Insight: Paying Simple Interest during the moratorium period (study
duration) can save a borrower approximately X (Interest) x 0.20 in total
repayment costs compared to allowing interest to capitalize.

I. Upfront Transaction Costs

1. Processing Fees (PF)

Processing fees are the first hidden hurdle. While public banks often cap these
fees at a flat rate (e.g., ¥10,000 + GST), private lenders and NBFCs typically charge
a percentage of the loan amount.

Formula: PF = Loan Amount x Fee %
2. Forex Markups

Most abroad loans are disbursed in foreign currency. Lenders apply a markup over
the Interbank Rate.

Lender Category Average Forex Markup Est. Cost on $50,000 Disbursement

Public Sector Banks 0.5% - 1.5% $250 - $750



Lender Category Average Forex Markup Est. Cost on $50,000 Disbursement

Private Banks 1.5% - 2.5% $750 - $1,250

International Lenders 0% - 1.0% $0 - $500

II. The "Moratorium" Cost

The moratorium period (course duration + 6 months) is not a zero-interest period.
Interest accrues from Day 1 of disbursement.

Capitalized vs. Non-Capitalized Interest

If interest is not paid monthly, it is added to the principal. The new principal P’
after t months becomes:

P'=Px(1+r/m™

This "interest on interest" effect is the largest single hidden cost in abroad
education financing.

III. Comparative Landscape 2026

Feature Public Banks Private Banks [\]:] e
Avg. Interest Rate 9.2% - 10.8% 10.5% - 12.5% 11.5% - 14%
Collateral Requirement High (Mandatory) Moderate Low (Often Collateral-Free)

Processing Speed 3 - 4 Weeks 10 - 15 Days 3 -7 Days



Conclusion

Navigating the financial landscape of international education requires more than
just looking at the headline interest rate. By understanding APR (Annual
Percentage Rate) and optimizing repayment during the moratorium, students can
save significantly.
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