
Key Considerations When Taking an 
Education Loan for Foreign Studies
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Choosing the Right Lender

Selecting the appropriate lender is crucial for your education loan. Consider the differences between Non-Banking Financial 
Companies (NBFCs) and Nationalized Banks based on key parameters.

Loan Flexibility

Assess the maximum loan amount and its flexibility to cover 
all your expenses.

Interest Rates

Compare fixed vs. floating interest rates and their impact on 
your repayment.

Processing Time

Understand how long each lender takes to process the loan 
application.

Coverage

Check what expenses the loan covers: tuition, living, travel, 
laptop, and insurance.
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Collateral vs. Non-Collateral Loans

Collateral Loans

Banks typically require collateral for loans above ¹7.5L, with 
some exemptions. This provides security for the lender.

Non-Collateral Loans

NBFCs often offer more flexibility, basing approvals on the co-
applicant's income or the university's reputation. Explore the 
Credit Guarantee Fund Scheme for Education Loans (CGFSEL).
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Interest Rate & Repayment Terms

Interest Rate 11314.5% (Higher) 8310.5% (Lower)

Processing Faster Slower

Moratorium Course + 6312 months Course + 6312 months

Interest During Study Simple interest (often) Varies

A strong CIBIL score (700+) and a reliable co-applicant significantly improve loan approval chances and secure better interest rates.
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Loan Margin & Processing Fee

20%

NBFC Margin

You pay 20% of the loan amount upfront.

10-15%

Bank Margin

Banks require 10% to 15% margin money.

Processing fees also vary: NBFCs charge 132% of the loan, while banks typically charge ¹10K3¹20K or nothing.
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Flexibility & Customization
Consider your repayment capacity and course plan when choosing a lender. NBFCs often offer more flexible terms.

Partial Interest Payments

NBFCs may allow you to pay only partial interest during your 
study period.

Top-Up Loans

Some lenders offer top-up options for additional funds if 
needed.

Flexible EMIs

NBFCs often provide more adaptable EMI structures to suit 
your financial situation.

Institute Eligibility

Banks prefer top-ranking institutions, while NBFCs accept a 
broader range of colleges.
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Tax Benefits & Insurance

Tax Benefits (Section 80E)

The interest paid on your education loan is fully tax-deductible, 
with no upper limit. This benefit is available for 8 years from the 
start of your repayment.

Loan Protector Insurance

NBFCs often mandate loan protector insurance (typically for 
loans ¹1.5L+), while banks usually don't bundle it. This insurance 
acts as a crucial safety net for your co-applicant.
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Summary: Choose Smartly
Making an informed decision about your education loan is vital. Consider the overall package, not just the lowest interest rate.

Don9t Delay

Loan processing times can impact your visa application 
timeline.

Be Realistic

Plan your repayment budget early and realistically.

Factor in Exchange

Consider the impact of currency exchange rates on your 
repayments.

Protect Your Family

Take loan insurance seriously to safeguard your family's 
finances.
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