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Introduction

We read about it in the headlines. We hear the horror stories. We feel the effects.

It seems as though no one is immune to it. It's destructive. It's devastating.

It’s debt.

Living underneath the burden of crushing debt is a scary place to be. But there is a way out. And the
financial educators at Money Management International (MMI) are here to help.

Through this eBook, we will address debt from three angles. First, we will look at the overall impact
of carrying debt. Next, we will help you assess your current situation and your relationship with debt.
And finally, we will help you create your own debt-free plan using our helpful tips and guides.

There is light at the end of the tunnel - and we’ll help you get there.
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Life in the dark

The burden of debt can feel like a dark, scary place.
of mind, it can be hard to fully see the impact it is h

But in reality, the impact of debt is far-
it can impact your relationships and even be det



Debt, unveiled.

Debt can feel as though it is cloaked in a shroud of mystery.

Sure, we know it's something we want to avoid at all costs (or do we?). But what is debt?
And is it necessary?

In its simplest form, debt is defined as:
An amount owed to a person or organization for funds borrowed.

Debt can be represented by a loan note, bond, mortgage or other repayment obligations.
These different forms of debt all imply intent to pay back an amount owed by a specific
date, which is set forth in the repayment terms.

To understand debt, you must first understand credit. Debt and credit go hand-in-hand.
Debt is something owed and credit is something given.

To receive credit, you must first agree to terms specified by the lender. This contract is a
loan agreement.

Whether you're applying for a credit card at your local department store or you’ve decided
to finance the new car you’ve been eyeing, you are entering into a legally binding
agreement with a creditor.

The terms of the loan include the amount of time you have to pay the full amount
borrowed, as well as the amount of interest included and how it will be calculated.

While debt is often viewed as a negative thing, it can have a place in your financial plan
when it’s properly managed.
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Glossary of credit terms

As you're reviewing your loan and credit card information, there are some important terms you should know in order to adequately assess your
financial situation. Visit the FTC to view more credit terms and facts.
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Here are some of the most important ones:
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Annual Percentage Rate (APR): The yearly amount (expressed in a percentage) that is charged for borrowing from a lender. Each billing
period, the company will charge a fraction of the yearly amount, which is known as the periodic rate.
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Average Daily Balance: The average daily balance is determined by adding each day’s balance and then dividing that total by the number of
days in the billing cycle. This is a method used by many creditors to calculate interest charges.
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Collateral: Property or goods used as security against a loan and subject to seizure if the loan is not repaid. Houses and cars are common forms
of collateral.

=
o

Compound interest: Interest that is charged on previously accrued interest in addition to the initial amount owed.
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Default: Failure to make a payment on a debt by the due date, which can result in increasing interest rates and even legal action.
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Delinquent account: An account that is past-due.
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Late charge: The fee charged to a borrower who hasn’t paid at least the minimum payment on a debt by the due date.
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Minimum monthly payment: The lowest amount of money the borrower must pay in order to keep the loan current. For credit cards, this
amount is generally 2 to 4 percent of the balance and doesn’t always cover the interest due.
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Principal: The initial amount of money that was borrowed.
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Secured vs. unsecured debt: Secured debt is secured by collateral (such as a mortgage, which is secured by the home), while unsecured
debt is not linked to an asset.
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Subsidized loan: A loan in which the borrower is not required to pay interest for a specified amount of time. For example, with U.S. Govern-
ment subsidizes certain student loans, which means the student is not required to pay interest while the student is attending school.
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idized: Unsubsidized student loans accrue interest while the borrower
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How is debt affecting you?
You may be surprised...
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A study by the American Psychological Association found that money was
respondents’ top source of stress. Studies have also found that employees
who are in worse financial situations are more likely to report worse health
than their counterparts who aren’t similarly stressed. In addition, an Associ-
ated Press/AOL poll of people comparing those with high debt stress with
those who had low debt stress found the following:
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Twenty-seven percent with high debt stress had ulcers or digestive
tract problems, compared with eight percent with low debt stress.
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Forty-four percent with high debt stress had headaches or migraines,
compared with four percent with low debt stress.

NN
- o

Twenty-three percent with high debt stress felt they were suffering
from depression, compared with four percent with low debt stress.
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The heart attack rate of those with high debt stress was double that of
those with low debt stress.
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Sixty-five percent more people with high debt stress suffered from
muscle tension or lower back pain than those with low debt stress.

NN
N wun

In addition, those with high debt stress were much more likely to have
trouble concentrating and sleeping, factors that can affect productivity at
the job. They were also prone to getting upset without reason, which can
manifest itself in the workplace.
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Learn more about the far-reaching impact
of debt with MMI’s free InfoGraphic.
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According to an MMI study on personal finance

Twenty-seven percent of more than 1,400 respondents indicated that their marriage was experiencing the most stress as
a result of their financial situation, while 24 percent said their health was suffering.

Fourteen percent of respondents indicated they felt significant stress related to their job. For those who are employed,
they are likely working long hours, taking on extra responsibilities, and accepting pay freezes and declining benefits.

Sixteen percent respondents said their sleep had been impacted the most by their financial situation.

Thirteen percent of respondents indicated their stress was impacting their role as a parent. Concerns related to paying the
mortgage or rent, buying groceries and paying utility bills can put a significant strain on family relationships.

Financial concerns can impact your life
24 hours a day, seven days a week.
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Money and happiness
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When thinking about improving your financial life, be sure not to confuse money with happiness. Far too many people believe that money can make them happy. 19
Money can buy things that you like; however, happiness is not something that can be bought at any price. In fact, recent research has provided scientific evidence that 20
financial control is strongly linked to self-esteem and that money cannot buy happiness. 21
It may be hard to believe, but studies reveal that mere months after winning a large lottery prize, people are not much happier than they were before they had the 22
money. You're probably thinking that regardless of what the studies show, you’d like to give winning the lottery a try. Truthfully, so would most people. The reality is 23
that only a very small percentage will ever experience winning the lottery and that’s why nobody should count on it. "
What we can count on is deciding to be in charge of our own happiness. Since you can’t buy yourself into happiness, you will need to work beyond money for fulfillment. 25
©  Happy people spend time with people they care about. 26
®  Happy people do what they love for work or as a hobby. 27
*  Happy people take control of their own ability to make good decisions that help them feel in control of their lives. 28
Money can’t buy happiness, but financial wellness can provide you a lot of things worth working for including peace of mind, the power to make choices, and high 29
financial self-esteem. 30

31
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When is a little debt too much? 14
How do you know when a little “acceptable” debt becomes a potentially dangerous situation? For some, -
the crisis is clear, but for many, the clues are subtle. LE
As a general rule, no more than 20 percent of your disposable income should go toward debt payments -
) (not including your mortgage). L
............................. 19
Take this quick quiz to assess your current debt situation. 20
Is an increasing percentage of your income going to pay off debts? OYes ONo &

Is your savings cushion inadequate or nonexistent? OYes O No e

Are you near or at the limit of your lines of credit? OYes O No 2

Can you only make the minimum payments on your revolving charge accounts? OYes O No 2

Are you extending repayment schedules - paying in 60 or 90 days bills once paid in 30? O Yes O No 25

Are you chronically late in paying your bills? OYes ONo 2

Are you paying bills with money earmarked for something else? OYes ONo 27

Are you borrowing money to pay for items you used to buy with cash? OYes ONo 28

If you lost your job, would you be in immediate financial difficulty? OYes O No 29

Are you unsure about how much you owe? OYes O No 30

Are you threatened with repossession of your car or credit cards, or other legal action? O Yes O No

If you answered “yes” to any of these questions, you should give pause for thought. While a single “yes”
is not a sign of impending doom, it may be an indication that you need to make a change.

*.2%*Money Management
INTERNATIONAL contents


http://www.moneymanagement.org

Emotional shopping: How feelings can lead to spending

The complex nature of our turbulent economy can leave consumers feeling
powerless — perhaps bringing the nation’s problems to a more personal level.
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A study out of Northwestern University shows that the more often we feel
powerless, the more likely we are to spend beyond our means. The study may
partially explain. While it is important for consumers to try and understand
what is happening with our nation’s economy, it is imperative that consumers
empower themselves to take good care of their personal economies.
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A report confirms that shopping when sad can easily decrease financial stability.

In addition to the risk of spending money they didn’t plan to spend at all, sad shoppers =

are inclined to pay more for those unplanned expenses than other shoppers. Specifi-
cally, the researchers found that sad, self-focused people were willing to spend almost
300 percent more money for an item than people who were feeling more neutral.
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If you are feeling blue and have money to spend, trying
spending it on an experience instead of an object.
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According to research presented by Psychologist Miriam
Tatzel of Empire State College, people who spend money
on experiences (called “experiencers”) are happier than
people who spend money on objects. Even better, opt for a
free experience that can benefit your mental and financial
health such as taking a walk or reconnecting with a friend.
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The way you pay - it matters!

Studies show that people tend to spend less when paying with cash as opposed to paying with credit.
But did you know that paying with cash can make you physically healthier too?

Researchers from Cornell University found that people who pay for their food with cash make
healthier purchases than people who pay with a debit or credit card.
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Perhaps having a limited amount to spend makes people think more about what they are getting

for their money. According to the study’s authors, the reason is two-fold: “First, there is a correla-

tion between unhealthiness and impulsiveness of food items. Unhealthy food items also tend to elicit
impulsive responses. Second, cash payments are psychologically more painful than card payments, and
this pain of payment can curb the impulsive responses to buy unhealthy food items.”
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Next time you head out to lunch or dinner, try paying with cash - it could make both you and your
wallet a little bit healthier.

[EE—Y
N O

18

N N N N =
w N =2 O 0

N
SN

w N N NNN
O OV 00 N o~ wn

A q ':::
@ Money Management : contents

INTERNATIONAL ."


http://www.news.cornell.edu/stories/2011/07/people-buy-more-junk-food-when-using-plastic
http://www.news.cornell.edu/stories/2011/07/people-buy-more-junk-food-when-using-plastic
http://www.moneymanagement.org

INTERNATIONAL

@‘ Money Management

Your relationship with debt affects
your relationships with others

Need another reason to get your finances in order? Do it for love.

A couple’s wedding vows may include the phrase “for richer or for poorer,” yet many
people still place a high value on financial security.

In fact, studies show that many adults consider a “low debt level” an important factor that
has an impact on relationships. Many survey respondents also highly value a good credit
history and adequate savings.

While money issues clearly have far-reaching implications, many consumers continue to
live on the brink of financial disaster. It's no wonder that money is the most common
source of disagreement for couples, regardless of their ages or life stages.

.........

Fortunately, the trend also works in reverse. Studies have found that happy couples
agree on how to handle money significantly more than unhappy couples. They also
have fewer concerns about debt and the proper amount to put into savings.

Because money matters, experts recommend that couples devote more time to improving
their financial positions. It is an unfortunate fact that financial problems can damage personal
relationships. For both newly married couples and long-standing marriages, financial communi-
cation is crucial.

As you go through the process of improving your finances, make the resulting decisions
together and agree to disagree on some issues. Remember that everyone has his or her own
money management style that has been shaped by his or her past experiences. Just because
your partner’s style is different from your own does not make it wrong.

Approaching the issues honestly and openly gives you a much better chance at a strong,
healthy financial relationship.

Your guide to the
coupling of finance
and romance, see
Money Management'’s
Love and Money
eBook.
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money personality?

~

Choose the shape that

most appeals to you. 1 Square: You are good with detail and tend to be very logical, analytical and task-
oriented. You are good with budgets and are able to stick to a structured plan.

2 Circle: You are a lover. You are nurturing, sensitive, talkative and very social.
Plainly put, you are good with people. Because you are giving, you have difficulty
saying no and this is hard on a budget.

3 Rectangle: You are good with detail but are more flexible then a square. You are
an organized team player and are usually fair. You are best at budgeting because
you are flexible and have a desire to involve family members.

. 15

4  Squiggle: You are open-minded and creative and have many friends. You have -
a love of freedom but do not care for detail. Your spontaneity can make you an
impulse spender who has difficulty following a budget.

5 Triangle: You are a sharp powerful risk taker. You make lists and act. You control
your money but are willing to take risks with it.

Values are fundamental beliefs about what you regard as important, desirable,
and worthwhile. Each of us differs in the way we value employment, family
life, spiritual matters, personal health, education, public policy, credit use, and
the many other issues that confront us daily. Often, values reflect your family
background and change very little over your lifetime.

: One way to recognize personal values is to examine the ways you
Did you spend, save, and share your time and money. If you are not satisfied

know? with what you are getting out of life, there may be a conflict between
: your values and how you use your time and money.

Values serve as the basis for financial goals. Do you agree with the personality assess-
ment? Do you feel that you are living in a way that is consistent with your values? How
can you bring your values and your actions more in line with one another?
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Assess — and reassess — your priorities

The simplest way to get out of debt is to budget spending and earn enough money to pay off your
debts. But before you can begin a budget, you must understand your priorities.

Make a list of your priorities according to your current spending habits. It may be difficult to acknowl-
edge, but odds are they aren’t reflective of your true priorities.

Now, make a list of your priorities as they should be, then list your top three. For example, if you have
children you might list them as your top priority. Or you could be more general and just list “family.”

Refer back to that list when you are having difficulties - whether you're questioning your budget or
you're having a moment of weakness while window shopping, you can look back at your priorities and e
realize that “fun new shoes” don’t (and shouldn't) fall into any of the categories you listed.

Creating a list of needs and wants can help you establish your financial priorities. Use this worksheet oo -
if you need help getting started. Check whether the item is a “need” or “want.” Then, rank the item’s e Qs
priority based on importance.

O
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Are you a compulsive debtor?

For some consumers, it is possible there may be underlying psychological issues related to their relationship with money.

Take this quiz to determine whether you could be a compulsive debtor.

Are your debts making your home life unhappy? O Yes O No
Does the pressure of your debts distract you from your daily work? O Yes O No
Are your debts affecting your reputation? O Yes O No

Do your debts cause you to think less of yourself? O Yes O No

Have you ever given false information in order to obtain credit? O Yes O No
Have you ever made unrealistic promises to your creditors? O Yes O No
Does the pressure of your debts make you careless of the welfare of your family? O Yes O No
Do you ever fear that your employer, family or friends will learn the extent of your total indebtedness? O Yes O No
When faced with a difficult financial situation, does the prospect of borrowing give you an inordinate feeling of relief? O Yes O No
Does the pressure of your debts cause you to have difficulty sleeping? O Yes O No
Has the pressure of your debts ever caused you to consider getting drunk? O Yes O No
Have you ever borrowed money without giving adequate consideration to the rate of interest you are required to pay? O Yes O No
Do you usually expect a negative response when you are subject to a credit check? O Yes O No
Have you ever developed a strict regimen for paying off your debts, only to break it under pressure? O Yes O No

Do you justify your debts by telling yourself that you are superior to the “other” people, and when you get your “break” you’ll be out of debt overnight? O Yes O No

According to Debtors Anonymous, most compulsive debtors will answer “yes” to at least eight of the 15 questions.

If you answered “yes” to eight or more of these questions, you may have a problem with compulsive debt, or you could be headed o
down that path. If you need help managing your finances and dealing with debt, MMI counselors are available 24/7.
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Who do you owe?

If you do not know who you owe or how much you owe, you should obtain copies of your credit bureau files.

Because your credit file is constantly being updated with new information, it pays to understand exactly what is included in your file
and to monitor the accuracy of what is being reported about you. To obtain one free copy of each of your credit reports every year, visit
AnnualCreditReport.com
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A good rule of thumb is to review your reports at least once a year. Once you have your reports, review them for accuracy, paying
particular attention to the following.
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Personal information. Make sure the names and addresses listed on your reports are accurate and up-to-date. In some cases,
an incorrect address or suffix, such as Jr. or Sr., can result in someone else’s information appearing on your reports. Also, if your
address has been unexpectedly changed on your reports, it may indicate that someone is fraudulently opening accounts in your
name and rerouting the new cards.
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Account information. Review the information about all open and closed credit accounts. Make sure that all balances and dates
are accurate. Remember to report any unfamiliar account activity, as someone else could be using your account.
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Inquiries. Inquiries result from new credit applications or when you authorize an employer or insurance company to check your
credit history. Attempting to open too many credit accounts in a short period of time may have an adverse affect on your credit
score. The inquiries you see on your credit bureau file where you did not apply for credit are considered soft inquiries and are from
creditors who are considering you for a credit solicitation offer. While you have a right to see these inquiries, they are not seen by
potential lenders and do not impact your creditworthiness.
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Credit scores. For a fee, you can also obtain your credit scores. By comparing your information to the patterns in hundreds of
thousands of past credit reports, a credit score identifies your level of future credit risk. A significant, unexpected drop in your credit
score could indicate a problem and should be investigated.
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If you need help understanding your credit reports or scores, you can contact a trained credit counselor at MMI. Your counselor will
review your reports with you and help you to determine a course of action to improve your credit standing.

w w N N N
- © Vv 0

»

.2%*Money Management
INTERNATIONAL contents


http://www.moneymanagement.org/Community/Blogs/Blogging-for-Change/2011/July/Credit-scoring-what-you-need-to-know-now.aspx/?RCTAG=EBDM
http://www.AnnualCreditReport.com
http://www.AnnualCreditReport.com
http://www.moneymanagement.org

Answer the following questions:

Are you paying late fees?

Do you borrow for items you once bought with cash?

Do you check to see if you have your credit cards before leaving for the mall?

Do you juggle other bills to keep up the minimum monthly payment on credit cards?
Do you pay only the minimum or less on your credit cards each month?

Have you reached the credit limit on your credit cards?

Have you taken money from your savings account to pay your credit card bills?

Is life without credit cards unthinkable?

~ Is your current job barely making ends meet?

Are you playing the credit game?

OYes
OYes
OYes
OYes
OYes
OYes
OYes
OYes

O Yes

O No
O No
O No
O No
O No
O No
O No
O No
O No

If you answered yes to any of these questions,
you could end up stuck in a game you can’t win.
Talk to an MMI counselor today to better
evaluate your financial situation.
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Increase your financial 1Q
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WEBINARS:
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MMI offers free financial webinars that cover a variety of topics. Whether you want to
better understand your credit report or you want to learn how to talk to your significant
other about financial issues, MMI has a webinar for you.
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Some of the webinar topics include, but are not limited to:
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®  Budgeting: Making your money count
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®  Understanding your credit report and score

-
(o)}

®  Put your debt on a diet
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o Planning for the holidays
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©  Let’s talk: Couples and money
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New webinars are frequently added to the site, so check back often!
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Getting out of debt is a difficul_:c._

process. But you can do it..
you stumble along the way,
don’t be deterred. And if you
ever need help seeing the light
at the end of the tunnel, the™

counselors at MMI are always

here to help.
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How do you feel?

Are you happier?

Envision
a
debt-free
life

Are you healthier?

Are you spending more time with family and friends?

Are you doing more of the things you enjoy?
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Make a plan

There are two popular methods
that people use to tackle debt.

Tackle smallest balance first.

The first is to concentrate on paying
off the debt with the smallest balance
first (never forgetting to make
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required minimum payments to all 10
debts, of course). After that balance 11
is repaid, you can then apply that
. 12
payment to the card with the next
smallest balance and continue the 13
process until all debts are satisfied. 14
This method can be very rewarding 15
because you see progress quickly. .
. Tackle highest interest rates first. 17
The second popular method is to first 18
concentrate on repaying the debt with
the highest interest rate. This method 19
will save you the most in interest 20
charges over time. Regardless of the 21
method you choose, be patient and
persistent. L
23
24
25
26
27
28
29
30
31
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Document your spending

It's time to start tracking your spending so that you can create and follow a
personal budget.
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Tracking your spending, while sometimes tedious, is the best way to find out

exactly where your money is going. 10
The simplest way to track your spending, especially your cash, is the low-tech way 1
- with a notebook and a pen. By carrying around the notebook with you, you can 12
track exactly where every dollar is going -from a small coffee on your way to work 13
to a spending splurge at the mall.
14
Once you have collected information for about a month, you'll have a good baseline 15
of information to use to create your personal budget.
16
Your budget should include categories for fixed expenses (rent or mortgage, car 17
payment, debt payments), variable expenses (groceries, utilities, entertainment),
and periodic expenses (car repairs, gifts, home maintenance). 18
) . 19
Your budget should also contain personal savings amounts for your emergency
fund, longterm and short-term goals, retirement and any other savings goals you 20
may have. It's important that you budget for your savings rather than waiting until 21
the end of the month to “see what's left.” 22
Make time weekly or monthly to review your spending and ensure you're following 23
your budget. You can also use this simple Expense Worksheet. You may be 24
surprised to find out how the frequent small amounts you spend actually add up to o
big money.
26
27
28
29
30
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: Benefits of repaying debt
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Not only does paying bills late affect your credit score, it also costs you in late fees and other penalties. If you have the cash to pay, but you still find
yourself paying late, consider the following methods to get your bills paid on time:
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*  Read the payment instructions. If you forget to include your account number on the check or pay on a holiday, the payment might not be
processed by the due date.
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o At minimum, pay the minimum. Even if you can’t pay the full balance, at least pay the minimum to keep the account in good standing.

N
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©  Automate payments. Today you can sign up for automatic payments for most bills, including utilities, credit cards, and more. The accounts
are linked to your credit card or checking account, and the bill is automatically paid before or on the due date.
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~N o0

o Batch your bills. switch the due dates for all of your bills so that they're all due on the same day or a range of a few days. That way you'll
only have to pay bills once a month, and you won't run the risk of spending your paycheck and forgetting that the electric bill hasn’t been paid.
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o Use online alerts. Personal finance applications like MoneyStream, MyCheckFree, Check, and Mint will alert you to upcoming bill due dates.

w
o

It's important to understand that paying off a credit account will not remove the history from your credit report - it stays on your report for seven
years. Nevertheless, both good history and bad history count toward calculating your score, so the longer you build good history by paying your bills
on time, the higher your score will go.
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Top 10 things not to do

Don't pay for bad habits. Little things can really add up. For example, don't leave the air
conditioner on full blast all day; you'll add 5 percent on your cooling costs for each degree.

Don't pay ridiculous fees. ATM fees, over the limit fees, and late fees are all a waste of
money.

Don’t confuse the terms ‘qualify’ and ‘afford.” just because someone will lend you the
money, doesn’t mean that you can comfortably afford to pay the bill month after month.

Don’t mistake shopping as a recreational sport. Emotional spending doesn’t work.
Instead, try to always remember how great it feels to have peace of mind.

Don’t use the IRS like a piggy bank. There is no reason to take your hard-working money
out of commission. Just think, if your annual refund is $1,000, that means you could increase
your take-home pay by more than $83 a month.

Don’t pay someone to “fix” your less-than-perfect credit reports. There is no
company or person that can repair your credit any better than you can.

Don’t underestimate the impact of blending friends and money. Lending money to
a friend can end up costing you much more than the amount of the loan. And be very careful
when blending finances with a significant other until you have legal protections, such as a
marriage might offer.

Don’t ever take out a payday loan. Quick cash loans, often called payday loans or cash
advance loans, are short-term, high-fee loans that can turn a temporary setback into a major
financial crisis.

Don’t listen to advertisers who sell the idea of entitlement. You may deserve
everything you have ever wanted, but the key is to be happy with the things you already have.
Changing your mindset can help put you on the right financial path.

Don’t count on winning the lottery. There is a really, really good chance that you won't.
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Your to-do
(and not-to-do)

lists Top 10 things to do

* DO save now for your future. You've heard it a million times because it’s true: the eighth
wonder of the world is compound interest.
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* DO communicate openly. Research consistently shows that money is the most common source
of disagreement for couples, regardless of age or life stage. Approaching the issues honestly and
openly gives you a much better chance at a strong, healthy financial relationship.
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o DO pay down debt. Too much debt is not merely a financial problem. Financial problems can
negatively impact job performance, health, and personal relationships.
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o DO teach your children about money. Too many young adults have to learn about finances
from the school of hard knocks. Remember, children learn more from what they see you do than
from what you tell them.
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o DO shop around. Your creditors would not just accept you at face value, so why the double
standard? Shop for credit as you would shop before making a major purchase.
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o DO protect yourself from ID theft. Identity theft is the fastest growing crime in America with
millions of victims each year. There are many ways you can protect yourself from identity theft.
One of the most important things a consumer can do for their credit is to protect their confidential
personal information.
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o DO build a good credit history. Your creditworthiness matters most when you are trying to
obtain credit. Credit reports might also matter when renting an apartment, obtaining insurance or
securing some types of employment.

N
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o DO plan for periodics. At the very least, be prepared for periodic expenses such as auto repair
bills and holiday shopping. Ideally, you should also be prepared for a medical emergency and a
reduction in income - even if you are lucky enough to avoid these financial disasters.
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* DO know your rights. Solving credit problems can take a lot of time and effort. However, by
educating yourself about your legal rights (FCRA, FCBA, ECOA, FDCPA) you can ensure that you are
treated fairly.
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o DO get help if you need it. Assemble a financial team. Members might include a lawyer, a tax
advisor, a credit counselor, and a financial planner.
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Set goals

Setting tangible and realistic goals is the key to success in achieving freedom from debt.
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©  Determining your short-term, mid-term, and long-term personal financial goals is the first step.
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®  Some common financial goals may be a dream vacation, a new home, college savings, retirement
savings, and an emergency fund.
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©  The next step is to determine a good estimate for how much money you’ll need for each. Figuring out an
accurate amount involves planning and re-planning — for example, if you are saving for college for your
children, what percentage do you want to pay? Also, do you want to pay for a state school or a private
school? Retirement savings needs depend greatly on the lifestyle you plan to lead once you are retired,
as well as when you plan to retire.

e Prioritize each of your personal goals in order of importance, and then determine the length of time it
will take to save for each of them. Retirement could be many years away, but your short-term goals
could be in a year or two.

®  Next, estimate how much interest or capital gains you'll expect to see in the accounts where you are
saving your money. While capital gains are never guaranteed, you can use an estimated average for
these purposes.

®  Finally, figure out how much you’ll need to save per month to achieve your financial goals. Don’t be
discouraged if the dollar amount is overwhelming. Keep in mind that you can always readjust both the
goal and the amount as appropriate.

The important thing is to have a set of tangible financial goals to work toward. On a monthly
or quarterly basis, review your progress and continue to refine your plan as needed.

If you aren’t meeting your goals, revisit your financial budget to see if there are any areas where you
can cut expenses in order to free up money for savings. In addition, use this plan to allocate any windfall
amounts you may receive-from bonuses, inheritances, tax refunds, etc.

To help simplify the goal setting process, try using this Goal Worksheet
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Final tips to stay on track

Take it one step at a time. Set a series of smaller goals instead of
constantly reaching for that one big accomplishment.

Make sure your goals are both realistic and flexible. If you set
your goals too high, frustration will keep you from reaching them.

Remind yourself of your goals on a regular basis. At the very least,
you should write them down and share them with your family. It might also
help if you post goal reminders where you will see them every day.

Celebrate your successes. When you accomplish a goal, allow yourself
to feel a moment of pride before setting your sights on the next one.

Don’t give up. When things don’t go quite as planned, it is tempting to
throw in the towel. Instead, understand that minor setbacks are inevitable
and should not keep you from moving toward your goal.

Get and give support. Whether you choose to speak with a credit
counselor or simply join an online community of like-minded people, it helps
to remember that you don’t have to go it alone. Likewise, it can be very
rewarding to share your experiences with others.

O
O
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Let’s keep in touch!

Visit us online at MoneyManagement.org
Become a fan of MMI on Facebook

Follow MMI on Twitter

Follow MMI on YouTube

Find financial inspiration at Blogging for Change

Check out free eBooks from MMI Library:

Financial Literacy Month

Tips for Change

Cheap Eats

Thrifty Thanksgiving

New Beginnings

Love and Money

The Entrepreneur’s Guide to Personal Finance
Managing Debt to Improve Your Mental Wealth
Getting the Credit You Deserve

*Money Management

INTERNATIONAL

Call 866.515.2227

About Money Management International

Money Management International is a national nonprofit credit counseling agency,
providing financial counseling, educational programs, HUD-approved housing
counseling, student loan counseling, and debt management assistance to consumers
in need across the country.

Money Management International (MMI), 14141 Southwest Fwy., Suite 1000, Sugar Land, Texas 77478. MD License #14-13 (Com-
missioner of Financial Regulation, 500 N. Calvert St., Suite 402, Baltimore, MD 21202); MI License #DM-0010567; MS Licensed Debt
Management Service Provider; NJ Licensed by the New Jersey Department of Banking; NY Licensed by the New York State Department
of Financial Services; OH License #5.900028.000; OR License #DM-80009; VT Licensed in Vermont by the Department of Banking. In
Massachusetts, Money Management International of Massachusetts provides services to consumers on behalf of MMI. MMI does not lend
money and is not a loan company. MMI provides free counseling and education programs. Clients who choose to participate in a Debt
Management Plan (DMP) will be assessed a fee for services where allowed by state law. Fees may be waived based on federal poverty
level guidelines. The establishment of a DMP may adversely affect the individual’s credit rating or credit scores, may make it harder for
an individual to obtain credit, and nonpayment of debt may lead creditors to increase finance and other charges or undertake collection
activity, including litigation. Member of the National Foundation for Credit Counseling and the Association for Independent Consumer
Credit Counseling Agencies. Accredited by the Council on Accreditation. Visit MoneyManagement. org/Licenses for a full list of licenses
and disclosures. © 2015 Money Management International, all rights reserved.

Getting the Credit You Deserve | © 2015 Money Management International, all rights reserved. 11_1047 | 04-15
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