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Capitalized Interest (Capitalization) – Unpaid interest that has been added to the principal balance 
of a federal student loan. Future interest is charged on the increased principal balance, and this may 
increase the amount of your monthly payment and the total amount you repay over the life of the 
federal student loan. 

Federal Student Loan – In this guide, loans made under the William D. Ford Federal Direct 
Loan (Direct Loan) Program, Federal Perkins Loan Program, and the Federal Family Education 
Loan (FFEL) Program. 
 
Grace Period – For certain types of federal student loans, a period of time (generally six months) 
after you graduate or drop below half-time enrollment during which you are not required to make 
payments. The repayment period for your loan begins after the end of the grace period. 
 
Interest – The cost of borrowing money. Interest is calculated as a percentage of the outstanding 
(unpaid) principal balance. 
 
Loan Discharge (Cancellation) – The elimination of a loan debt under certain limited circumstances. 
 
Loan Forgiveness – The elimination of a loan debt under one or more of the various Direct Loan 
forgiveness programs.






