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Bikoehy to recuce thiir gvenall debt
fevel in 2008, according to ah Ex-
perian/Gallup poll

_Percentage of US. adults who  Percentage wha say they plan to cut
say theay are very or somewhat back on entertalnment outlays

AS THE ECONOMY DECLINES, ARE YOU REDUCING YOUR DEBT?

Per:émm of LS. adults who'say they Percentage who say they are unlikely to
are unlikely to read a book abaut, or reduce the number of credit-cards they
take a course on, personal finance have
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« TO PARTICIPATE IN THIS FEATURE CALL BANKRATE.COM @ 888-763-4243
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Savings and Loan Rates
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Financial stress requires
triage and long-term care

m:ﬂﬁhh’m
financial stress.

‘The American Bankers As-
sociation lists these behaviors

its of
I et o o e sy
of them, you need to get help
or change your behavior before
the trouble worsens. ;
Suranne Gellman, consumer
ECOMMTECS falist with Uni-
versity of Missouri Extension,
says the problem with many of
the behaviors is that they sim-
pirdl;lhehnledupﬂ
The minimum payment of 4
percent Ba't enough to offset
the double-digit interest rate on
most credit cards. Borrowing
from one lender to pay another
compounds the interestand
total debe.
Using cash advances is espe-

3 percent of the advance, said
Ben Woolsey, marketing direc-
tor for CreditCards com.
Gellman sxys financially
stressed people exhibit other
risky behaviors. Many don't
open their bills or answer the
phone to avedd collection efforts.
Failure to open — and pay — the
bills means you'll add late fees to
the tab. Credit card companies
may raise your inferest rate if
YOU miss payments, in some
cases to as high as 30 percent,
‘Waoonlsey safd.
ﬂ;h::p:upltflun]i:fhllr
bills, paying the natural gas bill
ane month and the electric hill
the mext, for example. Some
drop health insurance coverage.

income, then you need to pri-
oritize debts and trim some

EXPENsEs.
Gellman sald debts other
than a mortgage should be no
more than 20 percent of your
income. To determine that ra-
tio, add up all the minimum and
regular payments for a month
and divide that by your income.
*If you're at that 20 percent

spending on paying off your
car and student loans, then you
don't want to take on amy more
debt,” she said.

Some hooeries — a night at
the movies, eating out or having
your nalls done — may need to
be halted tempaorarily so you
can start paying off your debts.

“You don't want to ghve up
everything you enjoy,” she said.
“But if you could do It tempo-
rarily, you can free up some
money” for debt payments.

Another important step ks
priogitizing your debt and ex-
penses. The mortgage (or perit)
and car payments need to be

Bt afver that, look at the in-
terest rate you're paying and see
which debt is costing the most.
Make paying off your highest-
cost debt your top prioriny.

Karen von der Bruegge, chiel
marketing afficer for Ploneesr
Services, said high interest
charges on credit cards mean
that p.1.'_|.'i.r||.: that debe off frst of-
ten makes the most sense.

If you're making the 4 per-
cent minkmum payment on a
51,000 credit card that charges
interest of ¥ percent, it will
take B4 payments (or s&ven
years) to pay the debt off, in-
cluding $500 in interest. A debt
of 2,500 would take nearly
10 years to pay off, including
$1.300 in imterest, she said,

If you can carve oul an extra
240 a month o pay on top af
the minkmum payiment, you can
start cutting the debt dovwn to
size, Paying 580 rather than the
£40 minlemuam would eliminate
a 51000 debt in 13 months.

if you're daoing any of these
things, you're probably in finan-
cial stress:

» Making the minimum pay-
mienits on credit-card bills every
mionth,

* Paying the maortgage, rent or
other impartant bills late.

= Borrowing from one lender to
pay anather.

= |ksing cash advances (o pay
daity living expenses

* Applying for or accepting ad-
ditional credit cards because
you've exhausted the credit lim-
s an the ones you have.

= Transferring balances to new

accounts to avold repaying
debt.

= Repeatedly mﬁdrawlng your
checking account, or dipping
into savings to pay current biks,
= Fraquently running out of

*gash.

* Wot opening bills.

= Borrowing money from rela-
tivies or friends to pay bills,
CoATHE PR Bk AN N, S Pl
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Online debt caleulators can
show how much you need to
pay every month to eliminate
debt in a reasonable period.
Bankrate. com has one, at does
Pioneer Services, a Kansas City-
based lender that focuses on
military borrowers {pioneerser-
wicet.com/calculators), Calcula-
tors also show how long Btowill
take to pay based on how musch
you'ne paying now,

Some creditors will work
with lenders on a payment plan,
but borrowers need to lve up
to any plan or the lender won't
work with thesm in the futurs,
Gellman said. In most cases, it's
a good idea to contact creditors
if you've had a job loss or other
change that makes It difficwul
to pay

Once the first debt s paid off;
Gellman advises applying the
ammouint you've been paying on
the first debt to the next one, in

addition to minimum payments. '

Gellman said the key to get-
tng out of debt and staying out
is to make a spending plan and
then stick with it

"People in these situations
typically haven't made a plan
and didn't have financial goals,”

she said. “They just spent willy-

nilly"
Amdil:mmulm'unhelp

. develop budgets and a pay-off

plan, or you can enroll in a
money-manigement course ata

m@wm&puwﬂﬁr

Classes and workshops of-
fered by Missouri extension
are listed at extension missouri
edu/fecregion/moneyworks/.
Wonprofit credit-counseling
agencies include Consumer
Credit Counseling Services and
Clearpaint Financial Solutions.

E-mail: Jerristroud@post-dispatch.com | Phone: 314-340-8384 d
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