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LIVING A DEBT

FREE LIFE IN

CHRIST

“The Rich Rule Over The Poor, And The Borrower Is Servant To The Lender.” Proverbs 22:7
“Let no debt remain outstanding, except the continuing debt to love one another, for he who loves his fellowman has fulfilled the law.”

Romans 13:8

Living a Debt Free Life In Christ
Dangers of Money

Satan will use money to put us in bondage

Physical pressures can cause financial bondage

Proverbs 30:7-9

Proverbs 22:7

Luke 12:15

Psalms 37:21

Luke 12:15

Psalms 50:14-15

Job 31:24-25

Proverbs 3:19

2 Kings 4:7

Proverbs 16:9
Romans 13:8

Matthew 6:31

Getting Started
The Goal – Living within our means
What does this mean?

It means to spend no more than we make on a monthly basis. Ideally that means to live on a cash basis and not to use credit or borrow money to provide normal living expenses. It also means the self-discipline to control spending and deep needs, wants, and desires in their proper relationship.

	NEEDS
	WANTS
	DESIRES

	These are the purchases necessary to provide your basic requirements such as food, clothing, home, medical coverage and others (1 Timothy 6:8)
	Wants involve choices about the quality of goods to be used. Dress clothes vs. work clothes, steak vs. hamburger, a new car vs. a used car, etc. 1 Peter 3:3-4 gives a point of reference for determining wants in a Christian’s life.
	These are choices according to god’s plan that can be made only out of surplus funds after all other obligations have been met (1 John 2:15-16)


OBSTACLES TO GOOD PLANNING

· Social pressure to own more “things”.

· The attitude that “more is better” regardless of cost.

· The use of credit to delay necessary decisions.
· No surplus available to cope with rising prices and unexpected expenses.

· We tend to offset increases in income by increasing our level of spending. 

The spending attitude is a real problem because it leads to:
THE DANGER POINT

· When income barely equals outgo

· Break-even is not a living point but a decision point. If all the income is consumed in monthly expenses and something unusual happens, such as the family automobile breaking down, the result is additional debt.

· A decision is necessary at this point: MAKE MORE MONEY OR SPEND LESS

Debt-Proof Living In Theory
In the same way you would insist on a sturdy, well-built foundation on which to build your dream house, you need a strong foundation on which to build your financial life. In part1, we are going to create that solid foundation with simple financial principles that will stand the test of time.

Don’t be surprised if at first you find some of this information overwhelming. There’s a lot to learn and a lot to do even if your finances are in pretty good condition. You won’t be able to do everything at once, so relax and learn all you can. Take it one step at a time, and you will find that you can begin immediately to improve your personal financial picture.

I am confident you will find a sense of enjoyment and personal satisfaction as you get your debts and spending under control, as you learn specific strategies and let go of the hit-and-miss method of money management. Everything will not change overnight, but as you take the first steps and then commit to steady progress, you will be on your way to achieving the financial security you desire.

LIST OF DEBTS
As of _________________________

	TO WHOM OWED
	CONTACT NAME

PHONE No.
	PAY OFF
	PAYMENTS

LEFT
	MONTHLY

PAYMENT
	DUE

DATE

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


INCOME ALLOCATION
	
	INCOME SOURCE/PAY PERIOD

	INCOME
	

	Budget Category
	Monthly

Allocation
	
	
	
	

	1.   Tithe
	
	
	
	
	

	2.   Tax
	
	
	
	
	

	3.   Housing
	
	
	
	
	

	4.   Food
	
	
	
	
	

	5.   Auto
	
	
	
	
	

	6.   Insurance
	
	
	
	
	

	7.   Debts
	
	
	
	
	

	8.   Entertainment &

      Recreation
	
	
	
	
	

	9.   Clothing
	
	
	
	
	

	10. Savings
	
	
	
	
	

	11. Medical/Dental
	
	
	
	
	

	12. Miscellaneous
	
	
	
	
	

	13. School/Child Care
	
	
	
	
	

	14. Investments
	
	
	
	
	

	15. Unallocated

      Surplus Income
	
	
	
	
	


MONTHLY INCOME & EXPENSE

	GROSS INCOME PER MONTH ________________
	8. Entertainment
	_____________

	Salary
	_____________
	    Eating Out
	_____________

	Interest
	_____________
	    Baby Sitters
	_____________

	Dividends
	_____________
	    Activities/Trips
	_____________

	Other
	_____________
	    Vacation
	_____________

	LESS:
	_____________
	    Other
	_____________

	1. Tithe
	_____________
	9.  Clothing
	_____________

	2. Tax (Est. – Incl. Fed., State, FICA)
	_____________
	10. Savings
	_____________

	
	
	11. Medical Expenses
	

	     Net Spending Income
	_____________
	      Doctor
	_____________

	3. Housing
	
	      Dentist
	_____________

	    Mortgage (rent)
	_____________
	      Prescriptions
	_____________

	    Insurance
	_____________
	      Other
	_____________

	    Taxes
	_____________
	12. Miscellaneous
	

	    Electricity
	_____________
	      Toiletry, cosmetics
	_____________

	    Gas
	_____________
	      Beauty, barber
	_____________

	    Water
	_____________
	      Laundry, cleaning
	_____________

	    Sanitation
	_____________
	      Allowances, lunches
	_____________

	    Telephone
	_____________
	      Subscriptions
	_____________

	    Maintenance
	_____________
	      Gifts (inc. Christmas)
	_____________

	    Other
	_____________
	      Cash
	_____________

	4. Food
	_____________
	      Other
	_____________

	5. Automobile(s)
	
	13. School/Child Care
	

	    Payments
	_____________
	      Tuition
	_____________

	    Gas & Oil
	_____________
	      Materials
	_____________

	    Insurance
	_____________
	      Transportation
	_____________

	    License/Taxes
	_____________
	      Day Care
	_____________

	    Maintenance
	_____________
	14. Investments
	_____________

	6. Insurance
	
	
	

	    Life
	_____________
	   TOTAL EXPENSES
	_____________

	    Medical
	_____________
	
	

	    Other
	_____________
	Income VS. Expenses
	

	7. Debts
	
	Net Spendable Income
	_____________

	    Credit Card
	_____________
	Less Expenses
	_____________

	    Loans & Notes
	_____________
	SURPLUS

	    Other
	_____________
	Unallocated Income

	_____________


EXTRA CREDIT

	Thinking of buying a new home, or refinancing the one you live in? Perhaps you’re looking to get a car loan? In these cases, and any time you’re applying to borrow money, the state of your credit will determine not only whether or not you can get a loan at all, but also the interest rate and terms a lender will offer you.

The better your credit, the better the loan. But who knows how his or her credit looks to prospective lenders? Fortunately, consumers have access to the same information lenders look at when they scrutinize your ability to pay them back: the credit report and credit rating. 

Understanding how both credit tools are compiled – and, importantly, what you can do to manage and maintain them – is essential if you wan to save yourself some money on big purchases.
	You’ve gone over a credit limit, and how much total debt you’ve accumulated are all noted. Lenders take a good long look at that report. So should you. Experts suggest reviewing a copy of your credit report at least once a year, or, at a minimum, well in advance of a major purchase.

Check the report for accuracy. Often, particularly if you have a common name, accounts not belonging to you may be listed on your report, with potentially negative consequences.

Credit Rating
A credit rating is a numeric score – between 300 and 850, with 950 being the best – that summarizes the information on your credit report. Lenders look at the rating to get a quick sense of how credit-worthy you are. Be aware that you can boost a low rating by consistently meeting your financial obligations.


5 FACTORS HOW A CREDIT RATING IS DETERMINED
	Credit Report
Think of your credit report as the story of your borrowing life. When you borrow money – be it to take out a mortgage or when you simply use your credit cards – the institution that has loaned you the money sends along a scorecard of how well you’ve managed repaying them to a credit bureau, how diligent you’ve been in making on-time payments.
	Payment History

You’ll benefit from paying your accounts on time.
	If you are planning to buy a house a year from now, find out your credit rating. If it’s lower than you’d like, be extra conscientious about paying bills on time and reducing your debt.
By the time you apply for a mortgage your credit rating will have improved, as will your chances of getting a loan with more favorable terms.

	
	Outstanding Debt
Low balances are better than high balances.
	

	
	Length of Credit
Keeping accounts for a long time is helpful
	

	
	Credit Mix
The more diverse types of credit, the better
	

	
	Search for Credit
Inquiring about or opening a host of new loans can hurt you.
	


ANSWERS TO YOUR QUESTIONS ABOUT

DEBT AND CREDIT
(Adapted in part from Debt-Free Living by Larry Burkett, Moody Press, 1989)

Nothing in the area of finances has so dominated or influenced the direction of our society during the last fifty years as much as debt. It’s amazing when you consider that only a generation ago credit cards were unknown, car loans were a rarity, and mortgages were for GIs who were getting their starter homes. No one in our parents’ or grandparents’ generations would have believed that any banker would be foolish enough to lend a teenager money to go to college. Their counsel would have been (as was), “Get a job.”

Today it is not unusual for a young couple to owe $100,000 within the first two years of marriage. A profile of a young couple’s debt often reveals their financial training-or lack of it – including a home mortgage of approximately $65,000, college loans (his and hers) of $20,000, and car loans (his and hers) of $13,000.  Often the list extends even further to include consolidation loans, finance company loans and parental loans. And why not? If it’s good enough for the country, it’s good enough for the family, right?
Christians would obviously say no, not necessarily. We’re supposed to take our direction from God’s Word, not from the world. So the logical decision would be to observe what the church is doing and use that as our guide. However, in doing so we will find that the average American church is as deeply in debt as the average American business – and about the same rate of delinquent payments and bankruptcies.
The only reliable source of wisdom is the Word of God. Only by going back to the true source of all wisdom can we possibly hope to find the right balance today. God’s Word tells us that His plan for us is to be debt-free and, even better; we are to be lenders rather than borrowers. Read Deuteronomy 28:12, “The Lord will open for you His good storehouse, the heavens, to give rain to your land in its season and to bless all the work of your hand; and you shall lend to many nations, but you shall not borrow.”
I believe that debt-free living is still God’s plan for us today. The blessings of becoming debt-free go far beyond the financial area. They extend to the spiritual and martial realms as well. No one who is bound financially can be free spiritually. The problems must certainly spill over into your prayer and study time. And the effects of financial bondage on a marriage relationship are measurable in the statistics of failed marriages. If current trends persist, one out of two marriages that have occurred since the early seventies could end in divorce; and financial problems are leading cause.

But what about the individual who is already in debt? What can a person do to break out of that cycle? How much debt/credit can a family handle practically? Is there a balance? I will address those questions, but I would like to stat the conclusion no – at the beginning: anyone can become debt-free and stay that way, given the desire, discipline, and time.
WHAT IS DEBT?

Simply put, a debt is something that is owed. The Bible does not prohibit a person from borrowing, but it does warn against surety – the taking on of a debt without an absolutely sure way of repayment. Therefore, for purposes of this section, I’ll define debt as “a condition that exists when a loan commitment is not met, or inadequate collateral is pledged to unconditionally satisfy a loan agreement.”

Although the terms “debt” and “credit” are often used interchangeably in our society, they definitely are not the same. Credit is “the establishment of a mutual trust relationship between a lender and a borrower (or potential borrower).”

WHAT DOES THE BIBLE SAY ABOUT BORROWING?

The Bible gives some very practical principles concerning borrowing, although it must be remembered that these are principles, not laws. A principle is an instruction from the Lord to help guide our decisions. A law is absolute. Negative consequences may follow from ignoring a principle, but punishment is the likely consequence of ignoring a law God has given us.

The principle of borrowing given in Scripture is that it is better not to go surety on a loan. “A man lacking in sense pledges, and becomes surety in the presence of his neighbor (Proverbs 17:18). Again, surety means that you have taken on an obligation to pay without a specific way to pay it.

The law of borrowing given in Scripture is that it is a sin to borrow and not repay. “The wicked borrows and does not pay back, but the righteous is gracious and gives” (Psalms 37:21). The assumption in the verse is that the wicked person can repay but will not, as opposed an individual who wants to repay but cannot.

Principles are given to keep us clearly within God’s path so that we can experience His blessings. To ignore them puts us in a constant state of jeopardy, in which Satan can cause us to stumble at any time.
Some have taught that Romans 13:8 is a scriptural injunction (law) against all forms of borrowing, “Owe nothing to anyone except to love one another; for he who loves his neighbor has fulfilled the law.” However, I believe that, taken in context, Paul is summing up the prescribed duty for all men to pay their taxes and respect government officials, not giving a new teaching on the subject of borrowing.

In summary: although the Bible does not prohibit borrowing, it certainly does not recommend it.
HOW DOES A PERSON ESTABLISH CREDIT?
Many young people get into trouble with credit because they are desperate to establish credit and because it is easy from them to qualify for more credit than they can manage. The very best way to establish credit initially is to borrow against an acceptable asset. For example, if you have saved $1,000 and want to borrow the same amount, almost any bank will lend you $1,000 using the savings as collateral. Usually the lender will charge from 1 to 2 percent more for the loan than the prevailing savings rate. So in essence, it costs about 2 percent interest to establish a good credit history. For a one-year loan of $1,000, the net cost would be approximately $20.

Then, by using the bank as a credit reference, almost anyone can qualify for a major credit card, although the credit limit would be normally be the minimum amount. Of course, I am not advocating that everyone should rush out and obtain a credit card or that everyone is able to manage a credit card properly.  The point is that credit is relatively simple to establish if you have already acquired the discipline of savings.

Having someone (a relative or friend) co-sign for a loan is a common way to establish credit, but it also is a mjor form of surety and, as such, should be avoided. “Do not be among those who give pledges, among those who become sureties for debt” (Proverbs 22:26)
HOW CAN A PERSON BORROW AND NOT BECOME SURETY?
You’ll remember that surety is taking on an obligation without an absolutely certain way to repay. For example, suppose you want to buy a car costing $10,000. You put $2,000 down and sign a note for $8,000, pledging the car as collateral and guaranteeing the note by signing a deficiency agreement. You have become  surety, because ifyou are not able to make the payments and default on the loan, the car is repossessed, sold (usually at a loss), and you are required to make up the difference (the deficiency).

If, on the other hand, you don’t sign a deficiency agreement and say that you won’t guarantee the contract beyond the car as total collateral, you would not be surety. However, you also would not have a car, because the lender would not make the loan under those conditions. Of course, if you had a substantially larger down payment (and thus a smaller loan), conceivably you could use the car as total collateral (since its sale would fully cover the deficiency) and solve the problem of surety. If ever you could not pay the note, all you would have to do is give them the collateral and you would be released from the note-free and clear.

COMMON ATTITUDES THAT LEAD TO DEBT
1. Ignorance: Many of us never were trained, either formally or by example, in how to manage money. Our society is no help; its philosophy is spend, spend, spend. If you don’t have it, get it. If you can’t afford it, get it anyway, you deserve it. That leads to…
2. Indulgence: we tend to think we need everything NOW. Somehow it has become our “right” to have at least 2 new cards, a nice home, and exciting vacations. The whole concept of starting out small and patiently building our lifestyles a step at a time has certainly flown out the window. That’s a symptom of…

3. Poor Planning:  No matter how noble our intentions may be, a person without a plan that gauges income versus expenditures in on the road to debt and financial troubles.

HOW TO GET OUT OF DEBT
Proverbs 22:30 says, “The prudent sees the evil and hides himself, but the naïve go on, and are punished for it.” As I said before, anyone can become debt-free and stay that way, given the desire, discipline, and time.

1. Stop any form of borrowing, including credit cards, no matter what. I sometimes share this recipe for getting out of debt: Preheat your oven 425 degrees, grease a cookie pan, toss your credit cards on it, and cook 10 minutes or until done! (This is a joke! Don’t actually try it.) Consummer credit is the most common source of indebtedness for Americans, and the sooner you stop borrowing, the sooner you will get out of debt.
2. Develop a budget. A budget is a plan for managing money in your home. If you are in debt, it will need to be fairly restrictive budget for at least a year, maybe more. A good place to start is to obtain “A Guide to Family Budgeting” at no cost from Christian Financial Concepts.

3. Work out a pay-back plan with your creditors. Most creditor are more than willing to work with people who honestly want to repay them.
4. Learn to trust God for the things you truly need, but can’t afford. It may well be that God does not want you to have an item that you thought was a need, but really could do without.

5. Exercise self-discipline as a life-style. Curb your impulses to buy. If you haven’t budgeted for it, don’t buy it.

6. Seek counsel. Many of us need assistance with establishing and maintaining a budget and working with creditors. Christian Financial Concepts operates a referral counselor network to link families in need of financial counsel with trained volunteer counselors in their local area.

In summary, when considering the whole subject of debt and credit, Christians should base their decisions upon the principles of God’s Word – not the world’s conventional “wisdom.” God wants us to live debt-free in order to serve Him to our utmost. If you are in debt, determine now to get out and stay with the Lord’s help. It can be done!
We owe money to several creditors and are having trouble deciding which to pay first – we just can’t pay them all. Do you think a bill consolidation loan would help our situation?

Consolidation loans are tempting because you are able to pay off your creditors with the loan and then make only one payment instead of several. The problem is that a consolidation loan may treat the symptoms for a while, but unless a disciplined and diligent lifestyle is adopted, even greater bondage can be created because past habits have not been corrected. The result is owing several creditors again plus having to pay the consolidation loan as well.

Consolidation loans should never be the first step to resolving a debt problem – budgeting and discipline should be. Begin by paying off the highest interest debts first. If all are at a high rate, pay off the ones with the smallest balance. A lower interest consolidation loan might be considered but only after a workable budget has been firmly established.

According to the Bible, aren’t I released from my debts after seven years?

In Deuteronomy 15:1-2, there is an admonition not to lend money for a period of more than seven years, but I believe this does not apply to those who borrow. If you borrow, you must repay, regardless of how long that debt extends.
I fully pay my credit card bills each month and have no debts other than my home mortgage, but my brother says that Christians should not use credit cards at all. Is that right?
Proverbs 22:3 say, “The prudent sees the evil and hides himself, but the naïve go on, and are punished for it.” Credit and credit cards are not the problem; it is the misuse of credit that creates the problems. There are some simple rules for using credit cards:

1. Never use your credit cards for anything except budgeted purchases

2. Pay off your credit cards every month
3. The very first month you have a credit card bill that you can’t pay, destroy that credit card and never use it again.
4. Finally, keep in mind that just because you can affor something, you don’t necessarily need to buy it.
I am working with a financial counselor to set up a plan to pay off my creditors, but I am still being hounded by collection agencies. Is there any way to get these guys off my case?
The Consumer Protection Act of 1968 gives a measure of relief from harassment by unscrupulous collection agents. Call late at night or very early in the morning are prohibited, as well as calls to your place of employment if you have notified the agency that your employer disapproves. A collection agent may not misrepresent himself or provide false information or threaten legal action when none is intended. If you believe an agent or agency is in violation of this Act, contact the Federal trade Commission, Pennsylvania at Sixth Street in Washington, DC for further information on any recourse you may have.

My wife and I are so far in debt that we see no way out other than bankruptcy. Does the Bible prohibit us from filing?

This is not a simple question to answer. God’s Word clearly says that as a believer you should be responsible for your promises and repay what you owe. “When you make a vow to God, do not be late in paying it, for He takes no delight in fools. Pay what you vow! It is better that you should not vow than that you should vow and not pay” (Ecclesiastes 5:4-5)  Does that mean that in the interim you should not take the legal remedy of court protection until you have the ability to repay? Often that will be an individual decision. First and foremost, though. A Christian must be willing to accept the absolute requirement to repay everyone he or she owes.

Additional information about bankruptcy is contained in Christian Financial Concept’s pamphlet, “Answers to Your Questions About Bankruptcy.”

My husband is the owner of a small business. Due to the economy in our area, we have suffered terrific losses and the business owes a lot of money. We have been counseled to file for bankruptcy. Is that right?

Psalms 37:21 says, “The wicked borrows and does not pay back, but the righteous is gracious and gives.” I do not believe God’s Word distinguishes between a personal debt and a business debt. When you borrow money for any purpose, you make a vow or promise to repay what you borrowed. In the short run, you may have to live a very frugal life, and it may not seem “fair, but in the long run you will have obeyed God, and that is what is most important.

Again, that is not to say that you should not seek court protection until you are able to set up a repayment plan. That is an individual decision between you and the Lord.

My bank offers an “overdraft protection” feature that includes a line of credit. Wouldn’t it be wise to take this option and save money by avoiding overdraft charges?

I’ve counseled too many couples who have abused that type of system to believe it’s a very good idea. It encourages people not to keep their checking accounts balanced, and it may be some who would make wise use of this feature, the majority of people need to distance themselves from easy credit rather than the other way around.

I’ve resolved to get out of debt and am paying off my creditor as fast as I can, but I know my past financial problems make me a poor credit risk. How can I regain a good credit rating?

The difficulty you are experiencing in regaining credit reinforces an important truth taught in Proverbs 22:1 says, “A good name is to be more desired than great riches, favor is a better than silver and gold.” It takes a long time to build up a good credit reputation but very little to destroy it. If you have already contacted your creditors personally and asked them to review the credit rating they gave to the credit bureau, there is little else you can do. Although God is faithful to forgive us when we ask for forgiveness for violation of His principles of finance, this does not mean we will avoid the consequences of our actions. There is no quick fix to bad credit.
Unless you can prove to the credit bureau, through canceled checks and receipts, that your creditors have misrepresented your credit history, the only way to salvage your name is through disciplined use of whatever remaining credit you have over a long period of time.

Our son is going off to college next fall. Since the school is several hundred miles away, would it be a good idea to give him a credit card to use to travel home and for emergencies?

Proverbs 22:6 SAYS, “Train up a child in the way he should go, even when he is old he will not depart from it.” Putting a credit card into the hands of a young person who has not been properly trained in money management and who has not displayed the ability to handle its use over an extended period of time is definitely not a good idea. Too many times I have seen young people succumb to the temptation to indulge themselves at their parents’ expense. Even worse, the false security provided by “easy money” through credit often translates into undisciplined spending habits later in life.

On the other hand, children who have been taught early on the basic principles of money management and who have proved their ability to use them wisely could be trusted to handle a credit card with no problem. It’s up to you to evaluate your son using these criteria.
Why should I try to be debt-free when my home mortgage carries a low 6 percent interest rate and I can make almost twice that by keeping my mortgage and investing my money elsewhere?
I believe everyone should own his home debt-free. If I had to choose either to invest my money and earn 10 percent or to pay off a 6 percent mortgage, I would pay off the mortgage. Who knows what might happen in the economy that could destroy your investment? And Ye, the mortgage payments would still have to be paid.

On a related subject, I’ve heard the argument that it’s illogical to pay off your home because you lose the interest from tax write-offs. That really doesn’t make much sense. Let’s assume you’re in a 30 percent tax bracket right now. If you pay $1,000 in interest, you’ll get back approximately $300 in refund tax. What happened to the other $700? That’s not such a good deal. Anytime you pay interest you lose.

Does the Bible prohibit a Christian from borrowing money from a non-Christian?

God’s Word simply says that whatever is borrowed must be repaid. It doesn’t specify a believer should borrow from another believer or from a non-believer. It doesn’t make any difference, as far as repayment is concerned. A caution appears in Proverbs 22:7 in which we are told that lender becomes an authority over a borrower. That might be particularly important where a church or another ministry is concerned.

TIPS ON USING CREDIT
Credit is so important that in 1971 Congress passed the Fair Credit Reporting Act. It allows you to get a copy of your credit report and correct any mistakes you may find. If you have been denied credit within the last 60 days, you can get a free copy of your report. Otherwise, you may have to pay a fee. Information on obtaining a copy of your credit report is detailed in the back section of this book.
The best way to obtain a good credit record is to have only the amount of credit that you can comfortably handle and always pay your bills on time.

Don’t misunderstand how credit works. When you charge, you pay. Below are some ideas on how best to manage your credit.

1. Set a personal credit limit for yourself and don’t go over it.

2. Keep track of your credit use. It’s important to know how much you owe at any time.

3. Before you charge a large purchase, think about how long it will take you to pay it off, and how much interest you’ll have to pay. It may be better to wait and save the money in an account where you can earn interest.

4. Don’t forget to subtract your credit purchases from your spending budget, so you don’t overspend.

5. Plan your credit use ahead. Make sure your income will cover your debts.

6. Limit the number of credit cards you have. If you have several credit cards, creditors will total the amount of your approved credit lines when looking at outstanding debt, whether you plan to use the credit or not. As far as creditors are concerned, you could use all that credit at anytime, and they may decide to extend another loan that could overextend you financially.

7. Pay bills on time. Late payments appear on your credit report and a history of them can affect your chances of getting credit.

Credit Problems

If credit is not used wisely, you will become financially overextended and fall into difficulties. You are in over your head if you are:

· Using your savings for daily expenses

· Using cash advances from credit cards to pay other creditors or for daily living expenses

· Paying on the minimum monthly balance, or even less, on your bills each month

· Always paying your bills late.

· Unsure how much money you owe.

If you can’t pay your debts within one or two years, not including your student loans, mortgage or car loan, you may have a credit problem.
� This category is used when surplus income is received. This would be kept in the checking account to be used within a few weeks; otherwise, it should be transferred to an allocated category.
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