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Executive Summary
Undergraduate college students are carrying credit cards in record numbers. The percentage of
students holding at least one card in 2001 has risen 24% since 1998.
Although freshmen have the lowest rate of card possession among undergraduates, 54% carry a
credit card. The percentage of students with at least one card increases to 92% in sophomore
year.
Only 23% of freshmen, on the other hand, have a student loan. For many students entering
college today, their first credit experience is with a credit card whereas ten years ago it was
through a student loan.
The median debt level among card-carrying undergraduates – where half the population have
balances lower than this amount and half have balances higher – has risen to $1,770, up from
$1,236 in 2000. This is an indicator that more students are using their cards regularly and may
not be paying off the balances each month.
The good news is that average credit card balances among students who have cards have
decreased from the previous average calculated in 2000, and the percentage of students with
balances greater than $7,000 has also declined.
Nellie Mae has conducted three credit card studies since 1998. Because of the consistent
methodology of each year's study, the patterns of behavior related to credit card usage among the
undergraduate population reveal meaningful comparisons and trends. Other highlights of the
2001 study include the following:
4 83% of undergraduate students have at least one credit card; a 24% increase since 1998.
4 Average credit card balance is $2,327; a 15% decrease from the 2000 average.
4 Median credit card balance is $1,770; a 43% increase above the median in 2000.
4 21% of undergraduates who have cards, have high-level balances between $3,000 and
$7,000; a 61% increase over the 2000 population.
4 Graduating students have an average of $20,402 in combined education loan and credit
card balances.
4 Students residing in the Northeast use credit cards the least, while Midwesterners carry the
highest average credit card balances.
4 Students double their average credit card debt - and triple the number of credit cards in
their wallets - from the time they arrive on campus until graduation.
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Results of the 2001 Nellie Mae Credit Card Study
Most Undergraduates Have Credit Cards in College
The majority of undergraduate students between the ages of 18 and 24 have credit cards, with
possession in 2001 at its highest level to date. The percentage of undergraduates who have credit
cards in 2001 is 83%, an increase of 24% from 1998 when 67% of undergraduates had cards, and
an increase of 6% from 2000 when 78% had cards. The prevalence of cards among the
undergraduate student population is also reflected in the increased average number of cards held,
from three cards in 2000 to
4.25 in 2001, and in the
Students with credit cards
1998 2000 2001
percentage of students who
Percentage who have credit cards
67%
78%
83%
hold four or more cards.
Average number of credit cards
3.5
3
4.25
Forty-seven percent of
Percentage who have 4 or more cards
27%
32%
47%
students with credit cards have
at least four cards, up from 32% in 2000 and 27% in 1998.
Credit Card Balances - Good News/Bad News
More undergraduate students have cards, and more of them appear to be using their cards
regularly. The median credit card debt, which remained fairly steady between 1998 and 2000,
increased by a startling 43% in 2001, from $1,236 to $1,770. This indicates that the 50% of
students in the sample who carry the lowest balances have increased the debt level substantially
in just one year.
At the time we collected this year's sample data, only 14% of all students with credit cards had a
zero balance, indicating that fully 86% either had not paid off previous charges or had charged
something within the current month.
The good news is
that the average
Average credit card debt per student
$1,879 $2,748 $2,327
credit card debt
Median credit card debt per student
$1,222 $1,236 $1,770
has decreased by
Percentage with balances from $3,000-$7,000
14%
13%
21%
15%, from $2,748
Percentage with balances exceeding $7,000
10%
9%
6%
in 2000 to $2,327
in 2001. In addition, the number of students with excessive balances – greater than $7,000 – has
been steadily declining since 1998. Six percent of those sampled had balances greater than
$7,000, down from 9% in 2000 and 10% in 1998. This decrease has contributed to the overall
average balance decrease. Expanded availability of financial management programs on campus,
increased publicity over the dangers of getting deeply in debt, and the fact that the economy is no
longer at its peak 1998 level may be factors conducing some students to change their credit card
habits.
Credit Card Balances

1998

2000

2001

Unfortunately, the percentage of students with high-level balances – from $3,000 to $7,000 – has
sharply increased by 61%. Twenty-one percent of all students fall into this category, up from
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13% in 2000. There is continued cause for concern that enough has not yet been done to educate
students on the consequences of over-borrowing. The real cost to a student with a credit card
balance of $7,000 can be alarming when one looks at the total interest paid by a user who makes
only the minimum monthly payment. A student who ma kes the minimum payments (3% of the
monthly balance, or $25 – whichever is higher) at an interest rate of 18.9%, and who does not
charge anything further to the account, would be repaying that $7,000 for more than 16 years,
and would pay $7,173 in interest.
From Freshman Year through Graduation
Not surprisingly, the freshman population has a lower overall percentage of credit card holders
and lower debt levels on their cards than upperclassmen. However, more than half of all
freshmen (54%) had at least one credit card with the average number of cards being 2.5, and,
among those who have cards, 26% have four or more. Freshman debt levels are also lower than
the overall counts in all categories. Their median debt amount is $901, lower than the overall
median of $1,770; their average balance is $1,533 vs. $2,327 overall; those with balances
exceeding $7,000 are 4% as opposed to 6% overall; and those with high-level balances between
$3,000 and $7,000 are 8% compared to 21% overall.
As students progress through their four (or more) years in college, there is a steady increase in
usage rates and balances each year from first to final year. By graduation, most students have
more than doubled their average debt, and almost tripled the number of cards they hold. Most
dramatic, however, is the 70% jump occurring between freshman and sophomore year in the
percentage of students with at least one card – from 54% to 92% of the total population.
Credit Card Usage by Grade Level
Percentage who have credit cards
Average number of credit cards
Percentage who have 4 or more cards
Average credit card debt
Median credit card debt
Percentage with balances between $3,000-$7,000
Percentage with balances exceeding $7,000

01

02

03

Fresh

Soph

Jr

04/05
Sr/+

54%
2.5
26%
$1,533
$901
8%
4%

92%
3.67
44%
$1,825
$1,564
18%
4%

87%
4.5
50%
$2,705
$1,872
24%
7%

96%
6.13
66%
$3,262
$2,185
31%
9%

Once freshmen arrive on campus, there are many tempting incentives to sign up for new credit
cards, and many opportunities to use them. The fact that the average number of cards per student
continues to increase is not surprising. The proliferation of on-campus, mail and Internet offers
of free gifts, bonus airline miles, and low introductory rates for each new card is difficult for
students to resist.
Trends by Age: Borrowing Increases with Each Year from Age 18 to 24
The progression pattern in increased usage by age level is similar to that seen in the grade level
group. The 18-year-old students have the lowest card participation rate and debt levels while the
24-year-old students, for the most part, have the highest. The increase is fairly steady from years
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18 through 21 with a leveling off beginning at age 21 that then hovers at comparable rates from
years 21 through 24.
Credit Card Usage by Age
Percentage who have credit cards
Average number of credit cards
Percentage who have 4 or more cards
Average credit card debt
Median credit card debt
Percentage with balances between
$3,000-$7,000
Percentage with balances exceeding
$7,000

18

19

20

21

22

23

24

53%
2.21
19%
$1,505
$901
12%

85%
3.38
34%
$1,561
$1,319
11%

90%
4.06
49%
$2,264
$1,362
23%

93%
4.91
58%
$2,984
$1,677
28%

93%
5.8
65%
$3,487
$2,183
28%

97%
5.6
61%
$3,229
$2,147
28%

77%
7.5
90%
$3,329
$2,424
30%

3%

3%

3%

10%

9%

14%

10%

The greatest cause for concern is amongst traditional undergraduates who have little experience
balancing debt and income. Those who move directly from high school to college without
having been financially independent or having worked full time are less likely to be discerning
about their credit card use and likely to be unable to manage credit card payments. This group
has little experience correlating income to monthly payments.
The Whole Picture: Combining Credit Card and Education Loan Debt
Students take on greater debt as they progress through school. The easy availability of credit
cards, limited income while in school, and a greater comfort level with the accumulation of debt
are contributors to increased credit card use among undergraduates. The added danger of
accruing increased levels of credit card debt as students progress through school is that they are,
at the same time, increasing their student loan debt levels. Final-year undergraduate students at
four-year institutions in this sample will be graduating, on average, with a combined credit card
and education loan debt of $20,402, with credit card debt representing 16% of the debt owed.
Combined Average Debt By Grade Level

Average Debt (%)

100%
80%

$1,533

$1,825

$2,705

$3,262

$5,596

$10,166

$17,140

60%
40%
20%

$1,617

0%
Freshman

Sophomore

Junior

Senior+

$3,150

$7,421

$12,871

$20,402

Grade Level
Average Student Loan Debt
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Average Credit Card Debt

The median combined debt for final-year students is $17,893, with credit card debt representing
12% of the total debt owed.
Combined Median Debt By Grade Level

Median Debt (%)

100%

$1,872

$1,564

80%

$2,185

60%
40%

$901

$6,688

$3,203

$15,708

20%
0%
Freshman

$901

Sophomore

$4,767

Junior

$8,560

Senior+

$17,893

Grade Level
Median Student Loan Debt

Median Credit Card Debt

Student loans are designed for student borrowers, providing payment deferral during college
while most students have little or no income. Student loans offer a variety of repayment plans
upon leaving school. These repayment plans accommodate a range of income levels and were
designed with the expectation that students might not begin working immediately upon
graduation and will most likely have lower-paying jobs initially than they will later in their
careers. Because education is considered an investment, not just in the student’s future but in the
broader socio-economic community, the interest rates on student loans are generally below
market; some that are based on financial need have very low rates and the interest is subsidized
while the student is in school. Student loans are tied to the cost of attendance at an institution
and distributed under the guidance of the financial aid office, which provides loan counseling
prior to the delivery of any federal student loans.
Credit cards are designed for people with income. Credit card users are expected to make
payments every month. Payment deferral, graduated payment plans and interest subsidy are not
part of the credit card package. Interest rates are not below market rate; and some can be
deceptively high over time -- particularly when a student signs up at the “introductory offer” rate
and doesn't understand the potential for increase in the permanent rate. If a user misses a
payment, a penalty fee is assessed. If a user misses several payments, the interest rate may
increase. The purchasing power of credit cards can be irresistible to cash-strapped students who
have not been taught about interest accrual, penalty fees and rate increases.
It is, therefore, somewhat alarming to know that, on average, 16% of total debt owed when an
undergraduate leaves school is credit card debt. The student will pay a much higher price over
time for this borrowed money than he/she will for the same amount in education loans. It is
possible that credit card payments will make up 34% of the monthly payments students make
upon graduation, and 35% of the interest paid over time even though the credit card balance
represents only 16% of total debt owed.
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Combined Average Payments After Graduation
100%

$3,262
$97.86

$3,042

$190.20

$5,684

Average Balance at Graduation

Monthly Payment

Total Interest Paid

$20,402

$288.06

% of Total

80%
60%

$17,140
40%
20%
0%

$8,726

Student Loan

Credit Card

Student loan example assumes loans are Subsidized Federal Stafford Loans; student is making standard 10-year term
payments; the repayment interest rate remains fixed at the 01-02 rate of 5.99% and borrower earns no repayment
benefits/discounts. Total interest paid does not include any fees.
Credit card example assumes no additional purchases are made to the card; student makes minimum monthly
payment of 3% of outstanding balance, or $25 – whichever is higher – resulting in payment duration of 11.9 years;
the interest rate remains fixed at the average credit card interest rate of 18.9% as reported by American Consumer
Credit Counseling, Inc. Total interest paid does not include any fees.

Regional Trends: Easterners Borrow Less than the National Average;
Midwesterners Borrow Most
Students who reside in the Northeast tend to be more conservative with using credit cards than
students in other regions. Northeasterners have the lowest percentage of students who possess a
credit card (76%), the lowest average number of cards (3.88), the lowest percentage of students
with four or more cards (38%), the lowest average credit card balance ($2,099), and the lowest
median credit card balance ($1,607). In addition, among students with high-level balances
between $3,000 and $7,000, the Northeast’s 18% is below the national average of 21%.
Credit Card Use by Student's Region of
Residence*

MW

S

W

Nation

76%
3.88
38%
$2,099
$1,607
18%

88%
4.93
53%
$2,478
$1,609
13%

86%
4.21
51%
$2,416
$2,139
25%

81%
4.13
49%
$2,265
$1,805
28%

83%
4.25
47%
$2,327
$1,770
21%

5%

11%

4%

6%

6%

Percentage who have credit cards
Average number of credit cards
Percentage who have 4 or more cards
Average credit card debt
Median credit card debt
Percentage with balances between $3,000$7,000
Percentage with balances exceeding $7,000

NE

*Regions as defined by the U.S. Census Bureau
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Students who reside in the Midwest have the highest incidence of card ownership with 88%
holding at least one card, 53% having four or more cards and the average number of cards being
4.93. In addition, they have the highest average balance of $2,478. The high average balance in
the Midwest is driven by the highest (11%) percentage of students with excessive balances of
$7,000 or more. Conversely, Midwesterners carry a lower-than-average median balance
($1,609), and they have the lowest percentage of students (13%) with high-level balances in the
$3,000 to $7,000 category.
Students residing in the South, on the other hand, are in the mid-range for card ownership with
86% having at least one card, 51% having four or more cards and the average number of cards
being 4.21. Southerners have the lowest percentage of students (4%) with an excessive card
balance of $7,000 or more. However, the Southerners’ average credit card balance is above
average at $2,416 and Southerners have the highest median debt level of any region at $2,139.
Twenty-five percent of students with cards in the South carry high-level card balances between
$3,000 and $7,000, a factor that contributes to the high average and high median balances for
this group.
Students residing in the West have the highest percentage (28%) of students with high-level
balances between $3,000 and $7,000, however, overall they reflect average card usage behavior.
The percentage of Westerners with at least one card is 81%, with four or more cards it is 49%,
and the average number of cards is 4.13. Those with balances exceeding $7,000 are 6%. The
average balance on Western students’ cards is $2,265 and the median balance is $1,805.
Although the average indebtedness varies among the four regions of the country, the proportion
of credit card debt to student loan debt is consistent across all regions. In each region, credit card
debt accounts for about 21-23% of an undergraduate's debt while in school.
United States: Combined Average Debt by Region of Residency
National
Student Loan: $7,986
Credit Card: $2,327
Total: $10,313

Midwest
$10,906

West
$10,998

$2,478

$2,265
$8,428

$8,733

South
$10,373

$2,416

Northeast
$9,497
$2,099

$7,957

$7,398

KEY
= Credit Card Debt
= Student Loan Debt
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Conclusion
Credit cards are a common purchasing tool in our consumer-driven society. They are
convenient, providing quick access to money used for a full range of planned (and unplanned)
spending – from medical emergencies to indulgence in frivolity – and lots of things in between.
They’re here to stay, and their popularity among students will, no doubt, continue to escalate.
Students should not be banned from access to credit cards, but they should be encouraged to
learn how to use them wisely. They need to make the connection between spending and earning,
which is a difficult connection for students who do not have steady income from employment.
Students need to be taught to budget expenses based on income. They need to understand the
financial ramifications of using a credit card, including interest accrual, capitalization and
penalty fees -- and the encumbrance on future income -- so they can make better decisions based
on the true costs of using a credit card. They particularly need to understand that there are other,
less-costly financing options for purchasing a big-ticket item, especially for costs associated with
college attendance.
The fact that average credit card debt has in fact declined in the past year is reason to be
optimistic. In recent years, the education community has begun to offer financial literacy
programs, and has become more aware of the impact of excessive credit card debt among
students. The best way to reach students is through on-campus or college-supported programs.
Whether such programs are developed by universities, sponsored by credit card companies or
student loan lenders, hosted by independent financial management experts, or by a combination
of efforts, they need to reach students. Online programs, in-person sessions, one-on-one tutorials
or group classes can all be effective for different audiences. Getting students involved in the
planning can help ensure success. The key to financial health for students during school and
after graduation is their understanding of the costs and responsibilities associated with
borrowing, particularly the borrowing that takes place every time they use their credit cards.
Background and Methodology
Nellie Mae’s 2001 credit card usage study is the third in a series conducted since 1998. The first
study, four years ago, was prompted by concern over increasing credit activity among college
students. We noticed a significant increase since the early/mid-1990's in the amount and
incidence of credit card balances of our student loan applicants. As part of Nellie Mae’s student
loan approval process, a credit bureau report for each student applicant is obtained from one of
the major credit reporting agencies. In each of our three studies, we extracted data directly from
the credit bureau reports for a randomly selected group of student applicants. We did not survey
our students directly, and did not use any self-reported data.
For our 2001 study, we randomly selected data for 600 undergraduate students, aged 18 to 24,
attending four-year public and private institutions who applied for a credit-based loan with Nellie
Mae during the summer and fall of 2001. The same methodology was used in 2000 and in 1998
with a smaller sample size.
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Students sampled live in all four U.S. census regions.
United States: Sample Distribution by Region of Residency

West
NM Sample: 14%
US Census: 22%

Midwest
NM Sample: 17%
US Census: 23 %

South
NM Sample: 40%
US Census: 36%

Northeast
NM Sample: 29%
US Census: 19%

Although undergraduates' ages vary widely on most campuses, we selected data for students
aged 18 through 24 because that is the student group for whom there is the most need for
education about credit card usage and risks. Seventy-nine percent of students sampled fell into
the traditional 18-21 age group for students attending college directly after high school; 21% of
the sample were age 22-24. Grade levels were represented within the sample as follows: 23%
freshmen, 33% sophomores, 25% juniors, and 19% seniors/5th year.
Average and median education debt levels were factored using the total number of student loan
applicants in the sample; dollars factored were for existing loans and do not include the
requested loan amount at the time the new student loan application was submitted.
Celebrating 20 years in higher education financing, Nellie Mae provides federal and private education loans for
undergraduate and graduate students, and families. Programs include Federal Stafford, PLUS and Consolidation
Loans, as well as private, credit-based loans. Nellie Mae’s online services available at www.nelliemae.com include
pre-approval for education loans, a comprehensive loan information center, and debt management resources. The
company is based in Braintree, MA and is a wholly owned subsidiary of Sallie Mae, the nation’s largest provider of
education funding. USA Education, Inc. (Sallie Mae) and its subsidiaries, other than the Student Loan Marketing
Association, are not sponsored by or agencies of the United States government.
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