Success guaranteed: 51 tips you can follow to avoid debt

Avoid debt: 51 Ways to maintain your
financial independence
1. Plan a suitable budget and follow it

The key to every personal financial management is formulating an effective
budget. So, you need to prepare a suitable budget to avoid falling into debt.
How? If you plan a suitable budget and follow it, then you’ll be able to save a
required amount every month. So, you’ll stop spending unnecessarily by
swiping your credit cards and thus won’t have the headache of paying huge
bills later.
Not only planning a suitable budget, following it is equally important. You
need to stick to your budget every month. However, you can revisit it from
time to time and update it to make it more successful.

2. Save more, spend less

Well, it’s not so easy to follow the principle “Save more, spend less.”
However, if you can do it, you can be rest assured that ‘debt’ won’t be able to
touch you ever. If you look around, there are hundreds of enticing items all
over; some retailers will give you an item in easy financing options whereas,
some will offer an additional discount. Just stop once and think - an item
which you can purchase with easy financing options, why can’t you buy that
one after saving the required amount?
2

Success guaranteed: 51 tips you can follow to avoid debt

So, try to save at first; even if you’re saving the money to buy an item. Then,
use the dollars to purchase the item, instead of swiping your credit card for it.

3. Adjust your lifestyle to your budget, not your budget to
your lifestyle

Many of you make the mistake of adjusting your budget to your lifestyle.
But, it should be vice versa. You should adjust your lifestyle according to your
budget. For example, if your income drops down for some reason, try to curb
your expenses so that you can manage your daily necessities with your
reduced income.

4. Look for opportunities to make money

If you’re not happy with the dollar amount you’re able to save every month,
what do you do? You try to save more and look how you can trim down your
budget. Right? Think a bit differently. Instead of saving more, try to earn
more. You’ll be happy at the end of the month after looking at the figures. It
might happen that you’re able to save more.
Even if you’re saving every month what you want to, you can always look for
some extra income if you have extra time and the urge to utilize it properly.
You can choose your preferred method amongst multiple extra income
opportunities available.
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5. Find out the reason for falling into debt

If you have a history of falling into debt, then, at first, find out the reason
behind it. Be honest and think what led you to debt. If you have been into
neck-deep debt, then it might not be for a single reason, but multiple ones.
Finding out those reasons and rectifying them will help you avoid making
those mistakes again. And, most importantly, congratulate yourself that
you’ve found a way out to solve your debt problems.

6. Open a savings account if you don’t have one

Do you have a savings account? It’s the right time to open one if you don’t
have one already. Opening such an account doesn't mean that you’d have to
deposit a large sum every month. It’s said that a penny saved is a penny
earned. You can deposit a little amount from your monthly paycheck. You can
see your money grow and thus motivate yourself to save more.

7. Pay your credit card bills every month

One of the major reasons of people falling into debt is not paying the credit
card bills every month. To avoid debt problems, always pay off the
outstanding amount in all your credit card accounts. Not only it’ll help you
avoid debt, but also, you’ll be creditworthy to your future lenders.
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8. Understand the terms and conditions on your credit cards

Whenever you apply for a credit card or take out one, make sure you
understand the terms and condition on your card(s). What you need to know
is whether or not there’s any annual fee, how you’ll be charged interest, when
the interest rate will go up, when you have to pay a fee, etc. Understanding
these things will help you avoid falling into credit card debt. Also, knowing
these terms will motivate you to use your credit card less to save money.

9. Don’t say ‘yes’ for credit card special services

Committing for special services of credit cards will cost you more money.
When you take out a credit card, the company will ask you if you want to opt
for special services like credit card fraud protection and/or life insurance.
Think for a moment! Do you need these services? So, say a ‘no’ to them.

10. Try to build a good credit score

A good credit score can increase the chances of keeping you away from
debt. Are you wondering how? It’s simple reasoning. If you have a good score,
you’ll be able to take out loans at your favorable terms and conditions; in
turn, it’ll help you manage the loans properly and thus save you from falling
behind on payments and ‘debt’.
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11. Do not take out cash advance on your card

If you take out a cash advance on your card, you’ll have to pay transaction
fees and interest on the withdrawn amount along with no grace period.
Without a grace period, the interest will keep on accumulating right from the
day you take out the cash advance.

12. Monitor your credit reports at regular intervals

The lenders also look at your credit reports along with credit score to decide
whether or not to offer you a loan you’ve applied for, and if yes, then at what
rate of interest. Moreover, your credit score is also decided on the basis of
your credit reports. Therefore, you should always monitor your credit reports
at regular intervals and fix errors, if any.

13. Do not have too many credit cards

Having more credit cards will tempt you to charge them since you know
there are thousands of dollars in available credit. So, if you reduce the
number of credit cards, then automatically you can reduce using the plastic
money since you won’t be able to load much into your cards. However, do not
cancel all your cards at once as it might drop your credit score.
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14. Charge only the amount you can afford

The best to avoid credit card debt is to charge your credit card an amount
which you can afford; that is, what you can pay within the billing cycle.
Remember that if you cannot afford to pay cash, you also can’t afford to
swipe your card for the said amount.

15. Don’t try to compete with your friends and/or relatives

Do not ever try to compete with your friends and/or relatives to match their
lifestyle or even try to be better than that. Every person has his/her
limitations. You never know your friend might be shopping expensive things
but saving in other areas. And, it is always better to have a lifestyle which you
can afford instead of trying to match with others’ lifestyle and welcome
‘debt’.

16. Take out loans after shopping and comparing the
terms and conditions

You should always obtain loans by comparing the terms and conditions. If
you don’t compare, you’ll be unaware whether or not some other company is
offering you better terms and conditions on your loan. Therefore, always
compare shop before you decide which loan to obtain.
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17. Build an emergency fund

You never know when a sudden financial emergency can make your
financial situation topsy-turvy and lead you into huge debt. But, there’s a way
to prevent this from happening. Build an emergency fund. How will you do
that? It’s very simple. Start off with depositing at least 10% of your salary into
an emergency fund. Be careful! Never use this amount to purchase anything.
You might think to use it instead of swiping credit cards and replenish the
fund later. But, never do this. Don’t touch this amount unless it’s a financial
emergency which needs immediate attention.

18. If you’re young, take the opportunity of starting to save
early

Do you know that life insurance is relatively cheaper if you’re buying it at a
young age? Yes, it’s true. Take the opportunity to start saving early. By doing
so, you’ll get the required time to save more. Moreover, there are relatively
fewer financial aspects you need to take care at this age. So, grab this
opportunity to save more when age is on your side.

19. DIY - Learn simple things to do yourself

If you learn to do simple things, you won’t have to pay a professional or a
contractor. You can browse the internet to learn how to do these things. You
can learn how to fix the curtains, how to unclog the kitchen sink, etc.
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However, if you’re not confident, don’t do massive projects; otherwise,
ultimately it may cost you more money.

20. Limit the number of your shopping trips

One of the prime reasons for falling into debt is not limiting your shopping
trips. If you love shopping and go out for it without having anything definite to
buy, then you’ll always find something to purchase. Therefore, do not go for
window shopping. When you go shopping, always have something definite to
buy.

21. Have a list with you when you go for grocery
shopping

The retailers display the items in a way to entice the customers, and you
can't do without going for grocery shopping. Therefore, to avoid debt, always
have a list with you when you go for grocery shopping. And, do not look for
items which are not there on your list. Doing so, you can avoid impulsive
purchase.

22. Do not always buy items on discount

You will always find that there are some items on discount in the grocery
stores. However, don’t purchase these items if they are not on your list. Also,
sometimes you get a discount only if you buy items in bulk. So, even if you
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decide to purchase these items, make sure you’ll be able to consume them
before the expiry date.

23. Give yourself some time before making a purchase

When you decide to buy an item, especially a big purchase, be it a garment
or a piece of furniture, give yourself some time. Researches have revealed
that the urge of buying declines with time. If you feel the same urge of buying
an item even after a few days, then you can save the required amount to
purchase the item, or can swipe your card with the promise of paying it back
within the next billing cycle or as fast as you can.

24. Always pay your bills within the stipulated time

You should make a habit of paying your bills within the stipulated time
period. Failing in doing so, you’ll have to pay interest on the unpaid amount,
and if it becomes a habit, you’ll be in debt in no time. Moreover, if you
already use your money on your leisure items, then you’ll be with no money
to pay your bills and will eventually have to load your plastic cards, and thus
inviting debt.
So, you can set reminders to pay your bills on time. There’s another way to
avoid paying your bills late. You can set a particular day in a month when
you’ll pay all your monthly bills. It’s best to do it in the first week. Make a
note of all your bill payment dates before setting this date. There shouldn’t be
any billing date before this date in that month.
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25. Don’t take out a payday loan

Do not think about the option of taking out a payday loan (pdl). It won’t cost
you much if you obtain a payday loan and repay the entire amount with your
next paycheck. But, if you fail to do so, you’ll have to pay a much higher
interest rate on the unpaid amount. A payday loan is one of the main reasons
for which people fall into debt problems. However, you should know that even
if you repay your pdl with your next paycheck, then even you’d have to pay a
transaction fee.

26. Take out a mortgage loan which you can manage

Buying a house is an important decision in your life and purchasing it with
cash is not possible for most of you. So, you need to take out a mortgage
loan. But, you should always obtain a mortgage which you can manage easily
after meeting your daily necessities. It is a lot easier to manage a home loan
on which you can easily make your monthly payments without hampering
your present lifestyle.

27. Buy a house that meets your expectations and which
you can afford

Taking out a mortgage loan is not the only monthly expense you should take
into consideration while buying a house. There are many other expenses, too.
You will have an annual maintenance cost along with remodeling cost from
time to time.
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28. Buy a suitable home insurance policy

Buying a home is a huge investment, probably a lifetime one. So, you
should also purchase homeowners insurance coverage to protect your dream
house. You never know when a natural calamity can destroy a part of your
house; but, if you have a homeowners insurance policy, you can be
compensated for the financial loss incurred from a damage listed in the policy.

29. Purchase required auto insurance coverage

You must be knowing that you need to buy an auto insurance policy if you
have a car. But purchasing a policy is not enough. You need to have the
required auto insurance coverage so that you get the compensation if
needed.

30. Have required liability coverage

It is very important to have liability insurance coverage when you are
purchasing homeowners insurance or car insurance policy. You never know, a
person can get injured at your property premises or a person might get hurt
when someone is driving your car. In such scenarios, your liability insurance
coverage can save you from making the necessary payments, due to property
losses or injury, from your pocket.
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31. Check your credit card balance regularly

If you’re using one or multiple credit cards, make it a habit to check your
credit card balances regularly. By doing so, you will come to know what
amount you’re swiping on your card(s) and whether or not you’re within your
budget; that is, you’ll be able to repay the outstanding amount at the end of
the billing cycle. If you see that you’ve spent more than what you’ve allotted
in a category, then cut back expenses from another. This way, you’ll be able
to stay within your budget and avoid credit card debt.

32. Keep a record of what you’re purchasing with your
credit cards

Checking your credit card bills is also necessary to guard yourself against
errors and credit card fraud. When you get your credit card bill, before making
the payment, make sure you check the statement with the receipts you have.
Yes, to do so, you need to keep all the receipts of your credit card
transactions. When you compare, you’ll be assured that you’re paying the
exact amount you’ve swiped for and not paying any unauthorized or mistaken
charges. If you notice any fraud, contact the credit card company
immediately.

33. Buy a travel insurance policy especially when you’re
planning a long tour or an adventurous tour

When you’re going on a tour, you don’t know when your flight gets
canceled, or there’s a loss of baggage. But, if you have travel insurance
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coverage, you can be reimbursed for pre-paid and non-refundable expenses if
you have to cancel your trip. Otherwise, you will have to bear the expenses
and in turn, it might make it difficult for you to manage your other expenses,
which ultimately can lead you to debt.

34. Look for ways to reduce your insurance premium

It is true that having required insurance coverage helps you stay stress-free
since you know that you’ll get the compensation if required. However, you
need to pay a premium to the insurance company. So, sometimes it might be
difficult for you to pay the premium when you’re already struggling to
manage your finances to avoid debt. But, there are ways to reduce your
insurance premium, so that it fits into your budget. One way you can do it is
to purchase multiple insurance policies from one insurance provider. Usually,
the insurance companies offer a discount when you buy multiple policies from
a single provider.

35. Think before taking out a second mortgage loan to
repay credit card debt

Do you have enough equity in your house and thinking of using it as
security to take out a mortgage loan? Yes, you can do it to repay your other
debts, like a credit card debt. But, before doing so, think once - you are not
able to make your credit card payments for which you've incurred debt. Now,
if you take out a second mortgage loan, will you be able to pay it back? If you
can’t, you may lose the property.
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36. Apply for a federal student loan

To fund your education, you should first try to take out a federal student
loan. It is much easier to manage in comparison to private student loans.
Federal student loans usually have fixed interest rates, and they offer various
income-driven repayment plans, which can make it easier for you to manage
the loans better.

37. Plan beforehand and avoid debt during the holidays

Everyone has certain plans for the holidays. To avoid falling into debt and
without having to compromise with the enjoyment, try saving throughout the
year. Right from January, keep aside a certain amount, say about, 25-50 USD
from your monthly paycheck. It will help you enjoy Christmas and New Year
without having to worry about falling into debt. It’s best that you calculate
how much you need to spend every year. Then, divide the amount by 12 and
save that amount every month.

38. Plan your travel during off-seasons

If you choose to travel during off seasons, that is, apart from the festive time
and on other vacations, you can save dollars on hotels and airfare. Usually,
the airfare and hotel costs are comparatively more during the festive season
and the long weekends. So, avoid traveling during these times. Also, try to
book your tickets and make hotel reservations well in advance, to get cheaper
rates.
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39. Educate yourself regarding personal finance
management

You can avoid debt by educating yourself on how you can manage your
personal finances in a better way. To do so, you can read various online
articles on personal finance management. You can also get educated by
signing up for finance management classes through your local community
college or sign up for web-based seminars. The non-profit credit counseling
agencies also offer classes on personal finance management. So, if you wish
to learn, there are several ways to do it.

40. Ask your family to help you to stick to the budget plan

It becomes relatively easier when all the family members discuss and plan a
budget, and all of them try to stick to the plan. Therefore, while preparing a
budget, allocate a definite amount as pocket-money to the young members
and ask them to save from the amount and not exceed it.

41. Organize potluck party instead of eating out

Do you eat out frequently to socialize? No, you don’t have to compromise
with spending time with your friends to avoid debt. What you can do is
organize potluck party at home. Ask each of your friends to bring a dish;
some can bring snacks, one of them can bring desserts, and so on. Do not
disclose previously what each of them is bringing. It’s fun to see what each of
them has got. And, if there’s any duplicate item, what is wrong? It’s fun.
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42. Take out loans, if required, from your friends or
extended family members

If you require any loan, like a small amount, before your next paycheck, or a
portion to make the down payment on your home, first of all, ask your friends
or family members. By doing so, you can avoid falling into the debt trap of
payday loans or taking out a loan from a financial institution at a high rate of
interest. However, while taking out a loan from your friends or family
members, make sure you make an agreement and repay the amount within
the stipulated time to avoid misunderstanding and strained relationship.

43. Refinance your mortgage loan if you’re getting a
better rate

Do you feel you’re paying a much higher interest rate, and the current
market rate is comparatively low? If yes, then shop for a suitable mortgage
loan and refinance your mortgage; that is, replace your current home loan
with a new one, and start making your monthly payments on the new loan
with revised terms and conditions.

44. Go for cash-out refinancing if you have already built
equity on your home

If you have already built enough equity in your home, you can go for cashout refinancing. In this option, you refinance your current mortgage loan with
a relatively larger amount of home loan and get the difference between the
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two loans as cash in hand. You can utilize this amount to repay your
outstanding credit card and other bills and thus avoid falling into
overburdened debt.

45. Do a part-time job along with studying

Student loan debt is a major concern in the present times. However, you can
start saving dollars from your college days, and you can start paying off your
loans when they become due. So, taking up a part-time job during your
college days can help you earn more and save more. So, earn dollars and get
a jump-start on repaying your loans.

46. Clip coupons and use them

Couponing is an excellent way to save dollars on your grocery bills. You can
use them to get a discount on your grocery bill. So, look for coupons in the
newspaper, pamphlets or online. This way, you can save on your grocery bill
and use the money elsewhere.

47. Do not carry your credit cards all the time

If you want to avoid debt, one of the best ways to do it is to leave your credit
card(s) at home. Don’t carry your cards always with you. It becomes quite
easy to avoid debt when you make purchases with cash.
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48. Take advantage of sales discount from time to time

The retailers usually offer discounts on selected items at particular times.
Not only during Thanksgiving Day, but you can also look for discounted items
during Memorial Day, Independence Day, Christmas time, etc. Apart from
these times, the retailers also offer certain items at discount rates from time
to time. Keep an eye on these times and shop at those times to save more
and avoid debt.

49. Learn how to save on utility bills

If you have been in debt, you’d know that sometimes it becomes difficult to
pay even your utility bills and in turn, it pushes you further into the debt
crisis. However, there are certain ways by which you can reduce your utility
bill. For example, you can save a lot on your electricity bill by keeping your
thermostat temperature around 68°F. If required, wear a light jacket if you’re
staying in a place where you experience extreme cold winter.

50. Purchase a life insurance policy

If you’re worried about what will happen to your near ones when you’re not
there, then you should purchase a life insurance policy. This insurance
coverage will help the beneficiaries of the policy to maintain their present
lifestyle without falling into debt.
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51. Make a commitment to stay away from debt

Last but not the least, make a commitment to stay away from debt. If you
make up your mind that you’ll be away from debt no matter what, then in
most cases, you can surely find a way out.
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