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Building Flexibility into Your Student Loan Repayment Plan

For many physicians, student loan repayment feels like a race to the finish line. After years of education and
training, the idea of eliminating debt as quickly as possible is appealing. But when it comes to private student
loan repayment, opting for the fastest track may not always be the best financial move.

While a shorter-term loan (e.g., 7 years) offers lower total interest costs, it also locks you into a high required
monthly payment, reducing your financial flexibility. On the other hand, opting for a longer-term loan (e.g., 20
years) and paying it off early on your terms can provide a balance between cost-efficiency and financial
flexibility.

Before we dive in, it's important to note that this strategy does not apply to physicians pursuing Public Service
Loan Forgiveness (PSLF). The PSLF program requires borrowers to remain in an income-driven repayment plan
while working for a qualified employer (typically a nonprofit hospital or academic institution). Since private
refinancing removes loans from the federal system, it eliminates PSLF eligibility. If you're pursuing PSLF, this
approach is not for you.

Let's assume a physician has $300,000 in student loans and is considering two private refinancing options:
¢ 7-year term at 6% interest

¢ 20-year term at 7% interest

Note: These figures are for illustration purposes only. Interest rates vary, and the spread between rates will impact the magnitude of benefits or drawbacks.
Scenario 1: Standard 7-Year Repayment
A 7-year repayment plan offers a shorter debt timeline but comes with a significant monthly commitment:
¢ Monthly payment: $4,382.57
¢ Total interest paid over 7 years: $68,135.57
Scenario 2: Standard 20-Year Repayment

A 20-year repayment plan extends the timeline significantly and results in more interest paid, but it
dramatically reduces the required monthly payment:

¢ Monthly payment: $2,325.90
¢ Total interest paid over 20 years: $258,215.23
Scenario 3: 20-Year Loan with Aggressive Repayment

Now, let's say instead of committing to the rigid 7-year repayment, the physician takes the 20-year loan
but voluntarily makes the same $4,382.57 monthly payment as they would have with a 7-year plan.

¢ Even with the higher interest rate, the loan would be paid off in just 87.6 months—only about 3.5
months longer than the 7-year loan.

¢ The total interest paid would be $15,897 more than in the 7-year repayment scenario.

¢ While $15,897 is not insignificant, it's spread out over more than seven years, making the real
monthly cost difference fairly small. But more importantly, this strategy offers flexibility—a
feature that a rigid 7-year repayment plan does not.



If a physician locks into the 7-year repayment plan, they are legally required to make a $4,382 payment every
single month, no matter what else happens in their life.

With the 20-year loan and aggressive repayment strategy, they can pay aggressively when they can—but reduce
payments when necessary. This provides:

% Emergency Fund Protection — If an unexpected expense arises, the physician is only required to pay
$2,325/month, freeing up over $2,000 in cash flow.

% Opportunity for Investments — Whether it's buying a home, starting a practice, or investing in a business
or medical device, physicians can redirect excess cash flow toward other financial priorities which may
shift over time.

% Peace of Mind - A lower required monthly payment reduces financial stress. If something changes—like
taking parental leave, going part-time, or facing an income drop—there’s no obligation to maintain a high
payment.

% Minimal Extended Loan Duration — The loan is still paid off in just 3.5 extra months, meaning the real
downside is relatively small.

For physicians not pursuing PSLF, refinancing student loans is often a smart move. But committing to the
shortest possible repayment term may not be the best strategy.

By choosing a longer loan term but making aggressive payments when possible, physicians can:
¢ Pay off their debt nearly as fast as a shorter-term loan
+ Maintain flexibility in case financial priorities shift
+ Avoid being locked into a high required payment every month

In the long run, financial flexibility is just as important as minimizing interest costs. By structuring your loan
repayment strategy wisely, you can balance debt repayment with other key financial priorities, ensuring you
have the cash flow you need—when you need it.
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