Education Loans
An education loan is a form of financial support from any bank or financial institution that enable a student for taking higher education. Availability of the education loan, at the appropriate time will help millions of deserving bright young Indians to achieve their dreams come true. All graduation, post-graduation and professional courses from institutes approved by the state and central government and also from foreign universities are eligible for a loan. Several institutes/ colleges have tied up with various banks, for the benefit of prospective students. For studies in India one can get loans up to Rs.7.5 lakh and up to Rs. 15 lakh for studies abroad.
Before giving the loan, banks study the viability of the borrower based on personal discussions with the student, family's assets and annual income, the nature of the course and reputation of the institute. In most banks for loans up to Rs. 4 lakh no collateral or margin is required and the interest rate will not exceed the Prime Lending Rates (PLR). For loans above Rs. 4 lakh the interest rate will be PLR plus 1 percent. PLR is a term used to refer the interest rate of the bank and it may vary with each bank. Some banks offer lower rates to women students or those from specified institutions. Security to the loan depends on the amount. Security is some form of investment (i.e bank deposits, house property etc) that are surrendered to the bank while taking the loan. Security is not needed for loan amounts up to Rs. 4 lakhs. Instead of security, some bank may ask for a third party guarantee ( guarantor) for higher loan amounts. There is no need to repay the loan while studying. The repayment starts after you have finished the course or started working. The repayment cannot be delayed for years after the completion of course. The loans are to be repaid over a period of 5 to 7 years with provision of grace period of one year after completion of studies

Education Loan: Eligibility Criteria: Overview
Banks have set eligibility criteria for education loans. Some of the important pre-requisites are mentioned in brief. A loan applicant has to be:
1. An Indian national
2. Aged 16-26 years of age or any other range specified by the bank.
3. Have a good academic track record.
4. Have parents or guardians with stable source of income.
5. Should have applied to a recognized university in India or abroad.
6. Should not be a minor.

Education Loan: Process: Overview
The education loan process is relatively simple. One can also apply for a loan online and get a loan sanctioned in principle. One can visit a bank branch for further formalities to be completed. The loan process is as follows:
1. Filling in the loan application form.
2. Personal Discussion.
3. Provide validated supporting documents.
4. Stage of loan approval or denial.
5. Borrower's signature on a Promissory Note.
6. Loan disbursal.

Interest rates of various Banks
		Bank/product name 

	



	Interest rate type 
	Interest Rate for Loan Amount 

	
	
	
	upto 4 lakh 

	



	
	4 to 7.5 lakh 

	



	Above 7.5 lakh 

	
	
	
	
	

	Credila Education Loan Service[endnoteRef:2] [2:  Joint venture of HDFC Bank] 

	Floating
	10.5
	10.5
	10.5

	SBI - India
	Floating
	11.25
	12.75
	11.75

	Bank of Baroda - India
	Floating
	10
	12
	12

	HDFC Bank - India
	Fixed
	12.0 - 14.0
	12.0 - 14.0
	12.0 - 14.0

	IDBI Bank - India
	Floating
	11.75
	12.75
	12.75

	Allahabad Bank - India
	Floating
	11.25
	11
	11

	Andhra Bank - India
	Fixed
	11
	12.75
	12.75

	Bank of India - India
	Floating
	9.5
	10
	10.75

	Bank of Maharashtra - India
	Floating
	10.25
	11
	11

	Canara Bank - India
	Floating
	11
	12
	9.75

	Catholic Syrian Bank - India
	Fixed
	14.25
	14.75
	14.75

	Central Bank of India - India
	Floating
	10
	10
	10

	Dena Bank - India
	Floating
	10
	12.5
	12.5

	Federal Bank - India
	Fixed
	13.25
	14.75
	14.75

	Indian Bank - India
	Floating
	12
	12
	12.25

	Indian Overseas Bank - India
	Fixed
	10.25
	11.5
	11.5

	Karnataka Bank - India
	Fixed
	12.25
	13.25
	13.25

	Oriental Bank of Commerce - India
	Floating
	10.75
	11.5
	11.5

	Punjab National Bank - India
	Floating
	10.5
	11.25
	11.25

	State Bank of Mysore - India
	Floating
	12.5
	13.25
	13.25

	UCO Bank - India
	Floating
	11.25
	11.75
	11.75

	Union Bank of India - India
	Fixed
	11.75
	12.5
	12

	Vijaya Bank - India
	Floating
	11
	11
	11

	City Union Bank - India
	Fixed
	13.75
	14.5
	14.5

	Punjab & Sind Bank - India
	Floating
	12.5
	13
	NA

	State Bank of Bikaner& Jaipur - India
	Floating
	10.25
	11.75
	11.75

	State Bank of Hyderabad - India
	Floating
	11.5
	12.5
	12.5

	State Bank of Indore - India
	Floating
	13
	13
	12

	State Bank of Patiala - India
	Floating
	11.25
	13.25
	13.25

	J&K Bank - India
	Fixed
	10
	11
	11

	State Bank of Travancore - India
	Floating
	12.25
	12.25
	12.25

	Syndicate Bank - India
	Floating
	10
	10
	9.5

	United Bank of India - India
	Floating
	10.25
	11
	NA

	Tamilnad Mercantile Bank Ltd - India
	Floating
	13.25
	14.75
	NA

	Lakshmi Vilas Bank - India
	Floating
	11.5
	12.5
	10.25

	Karur Vysya Bank - India
	Floating
	12
	12
	12.5

	Apna Sahakari Bank Ltd - India
	Fixed
	11
	11
	11

	Dhanalakshmi Bank Ltd - India
	Floating
	13
	13.5
	13.5

	Corporation Bank - India
	Fixed
	11
	12
	NA
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	The education loan interest rates given above are indicative in nature. It is based on market research conducted by the ApnaPaisa Research Bureau every week. The actual interest rate at which an individual will be able to get a education loan depend on the individual's financial profile and negotiating ability.



       Education and its tax benefits
Sec. 80E of Income Tax Act, 1961 provides for a deduction to an assessee, being an individual, on account of any amount paid by him in the previous year by way of interest on loan taken from any financial institution or any approved charitable institution for the purpose of pursuing his higher education or higher education of his relatives.
Previously, the deduction is available only for pursuing full time studies for any graduate or post-graduate course in engineering, medicine, management or for post-graduate course in applied sciences or pure sciences including mathematics and statistics.
However, Finance Act, 2009[endnoteRef:3] amended to this section. Now this section cover all fields of studies (including vocational studies) pursued after passing the Senior Secondary Examination or its equivalent from any school, board or university recognized by the Central Government or State Government or local authority or by any other authority authorized by the Central Government or State Government or local authority to do so.  [3:  Effect from Assessment year 2010-11] 

Therefore, interest on loan taken for pursuing any course after Class XII or its equivalent, will qualify for deduction under section 80E.
Relative means, in relation to an individual, in addition to spouse and children of the individual, the student for whom the individual is the legal guardian.
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