Ideal Invest cashes in on Brazilian
students’ loans

Joe Leahy

o} share~ K Authoralerts~ = Print 3¢, Clip #% Gift Article B Comments

Choice: loans for Brazilian students



A deep recession might not be the most advantageous economic backdrop for a
company offering student loans. But for Ideal Invest, a Brazilian student loans
company that claims to be the biggest in the country’s private sector, the doldrums
afflicting Latin America’s largest economy have been a boon.

The reason? A much larger rival government student loan programme, known as
Fies, has scaled back under a federal budget austerity programme. As access to the
government programme has been tightened for students, the private sector has

become more attractive.

O 0 6 0O

More

OM THIS STORY

Technology is no silver bullet for
education

Julia Gillard: Avoid ‘expensive
distractions’ in education
Refugee education: push to

prevent ‘lost generation’ of
children

Edutel's animated learning boosts
education in rural India

School 21: where circle time wins

s

“These changes have been very good for us,” savs
Gabriel Haddad, finance director of Ideal Invest.

The company was founded in 2001 by Oliver Mizne, a
voung entrepreneur who wanted to use financial
markets to increase access to education for Brazil's
lower income groups. It followed the opening up of
Brazilian higher education to the private sector in
1008. Deregulation led to a proliferation of private
universities catering partly to students from the new
lower-middle classes. Between 2002 and 2012, the
number of students in tertiary education in Brazil
doubled to 7m.
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To encourage growth, the government strengthened
student loan schemes, culminating in Fies. Until the
end of last vear, deals were offered with favourable
terms, such as a heavily subsidised interest rate and
practically unrestricted access. Private universities had
a field day, attracting new students and financing them
through Fies. The number of students who signed up
each yvear rose almost 10-fold between 2010 and 2014
to about 732,000.

“Byv offering extremely attractive conditions (3.4 per
cent annual interest rate; 5.5 vears of grace period), the
program . . . lowered students’ sensitivity to prices,”
Credit Suisse said of Fies in a report. The education
companies took advantage of this, not only to “post
sound growth rates but also to increase margins.”

Ideal Invest, meanwhile, started out by offering
working capital finance to private universities before,
in 2006, moving into student loans under the brand
name Pravaler. The company has since set up

partnerships with about 200 universities, representing about 50 per cent of private
undergraduate students. Since 2006, it has signed up more than 50,000 students
through loan programmes worth more than RS1bn (£167m).



The company offered finance to students who did not qualify for Fies, perhaps
because the government option was not available for the course or university. And it
offered terms that some found more attractive. These included a shorter repayment
period of about 2.5 times the length of study. The student started paying half the
tuition fee per month from the start of the course, Often, interest is paid by the
education institution.

To enrol in the programme, Ideal Invest demands the participant has a cosignatory
for the loan, usually a parent, who earns at least twice the monthly tuition fee. It uses
a proprietary credit scoring model that takes into account the student’s planned
course, the university and his or her academic performance to judge
creditworthiness.

Ideal Invest funds the programme by issuing notes for an asset-backed securities
programme. Investors include Victoria Capital and EOS Investimentos. The World
Banlk’s private sector investment arm, the International Finance Corporation, also
has equity in the company.
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