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Repayment of student loans: 
Another freeze… and worse 
The government is turning the financial screws on student loans and is set to claw back £2.3 billion 
under the guise of high inflation. These changes pose a significant, and potentially expensive, 
dilemma for those with student debt.  

‘Fiscal drag’ is an unpleasant sounding economic term which you will probably experience first-hand in 
2022 and beyond. It describes a Treasury tactic to raise more revenue without announcing an explicit tax 
increase. Instead, the Chancellor does nothing (or applies a freeze to prevent statutory rises) and lets 
inflation do the work for him.  

A good example is this year’s freezing of the personal allowance. Had Mr Sunak not frozen the allowance, 
it would have risen by about £390 in April 2022. Unless your income exceeds about £125,000, you would 
benefit from a tax saving of £156 if you are a higher rate taxpayer (£160 in Scotland, where the higher rate 
is 1% greater than elsewhere). For 2022/23, it looks like nothing has happened as the personal allowance 
has remained the same, but in inflation adjusted terms, you are worse off. The same stealth tax rise 
appears elsewhere – in the inheritance tax nil rate band and the higher rate tax threshold, both also frozen. 

A new twist of the fiscal drag theme has appeared in 2022. For graduate students in England and Wales 
whose courses started in September 2012 or later, the level of income at which they must begin repaying 
their outstanding student loans has been frozen for 2022/23. In theory it should have risen by 4.6%, from 
£27,295 to £28,550, but the government overruled the legislated increase. 

The extra £1,255 would have saved graduates with enough earnings about £113 a year in loan 
repayments at the standard rate of 9%. At the current margin, the freeze will mean a few more graduates 
eventually repay all their loans. For Scottish and Northern Irish students, the repayment thresholds are 
rising, but only by a mere 1.5%. 

For students in England starting their course in the coming academic year, the screw is set to be further 
tightened. In late February, the government proposed that the repayment threshold for new students 
should be fixed at £25,000 until at least 2025/26 and their loan repayment period should be extended to 40 
years rather than the current 30 years, ensuring more students repay their loan in full, potentially by aged 
60. 

Student finance, whether for your children’s or grandchildren’s future education or your own studies, is now 
an important area of personal financial planning. Advice tailored to your circumstances is important: 
counter-intuitively, a goal to clear off the debt as soon as possible may not be the right approach.  

The value of tax reliefs depend on your individual circumstances. Tax laws can change. The Financial 
Conduct Authority does not regulate tax or benefit advice.   
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Important information:  

This document is marketing material. This document is provided by the author and may not necessarily represent views expressed in other 
Aspect8 communications, strategies or funds. The material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide and should not be relied on for accounting, legal or tax advice, or investment 
recommendations. Reliance should not be placed on the views and information in this document when taking individual investment and/or 
strategic decisions. Past performance is not a guide to future performance and may not be repeated. The value of investments and the 
income from them may go down as well as up and investors may not get back the amounts originally invested. Exchange rate changes may 
cause the value of any overseas investments to rise or fall. The sectors, securities, regions and countries shown above are for illustrative 
purposes only and are not to be considered a recommendation to buy or sell. All investments involve risks including the risk of possible loss 
of principal. Information herein is believed to be reliable but Aspect8 does not warrant its completeness or accuracy. Reliance should not be 
placed on the views and information in this document when taking individual investment and/or strategic decisions. Some information 
quoted was obtained from external sources we consider to be reliable. No responsibility can be accepted for errors of fact obtained from 
third parties, and this data may change with market conditions. This does not exclude any duty or liability that Aspect8 has to its customers 
under any regulatory system. Regions/sectors shown for illustrative purposes only and should not be viewed as a recommendation to 
buy/sell. This content is issued by Aspect8 Limited, Holmwood House, Broadlands Business Campus, Langhurstwood Road, Horsham, 
West Sussex, RH12 4QP. Registered No. 07572431. Aspect8 Limited is a member of Best Practice IFA Group Ltd which is authorised and 
regulated by the Financial Conduct Authority FCA No. 227247. 


