Wealth & Health Empowerment Network
A BALANCED LIFE - Decrease Your Debt!
So how did your week go with your life long companion?  Hopefully you were able to spend some time contemplating last weeks lesson and as promised we will be turning back to the financial side with a great way to reduce your debt.
An apology is in order for my tardiness in getting this out.  However, I am not sorry.  This past weekend was absolutely beautiful here in Georgia and I just enjoyed the out of doors.
Okay down to business.
One aspect to financial freedom is being able to manage your debt.  Many people say that if they only had more money they would be able to pay off all their debt and live happily ever after, as the saying goes.  However, if one can manage and pay down their debt, one does not necessarily need to have more money.
There are many ways that one can pay down debt. One way is to pay off the highest interest debt first.  That seems to strike a chord with most people.  There is, however, another way that I think works best. 
Add Up Your Debt
The first thing that you must do is really know were you stand.  Add up all your debt.  You may want to add up individual sections such as all your credit card debt, all your other debt, (car(s), house, etc.), so you may choose to pay certain groups separately.
Here is the plan.  Take your credit card debt and get the total for all the cards, the minimum payment for each card and the interest that you are paying for each card.  This will give you a clear picture of where you are.  The next thing you do is to organize all of your cards in order of the smallest balance to the highest balance, regardless of the interest you are paying.
Let's use the example that you have 5 cards with balances of $300, 500, 900, 1,050, and 1,400.  Your total is $4,150.  Your minimum payment on each card would be $10, 18, 32, 37, and 50 respectively.  So your payments total $147 per month.
Find out what you have available on a monthly basis to add to this.  Let's say it is $13.  So you have 13 plus 147 or a total of $160 per month to pay down your credit card debt.
Pay Off the Lowest Card Balance First
This is what you do.  Use the minimum payment as established above, to pay consistently every month on these cards.  Take the extra $13 and add this to the smallest card balance monthly payment.  So, 13 plus 10 is $23 that you will be paying every month on your card with the 300 balance.
Because it is the smallest balance it will pay off fairly quickly with this extra money every month.  Once you pay off that card, now just take that $23 and add that to the card with the 500 balance.  $18 plus 23 is $41 that you now have to pay every month on the 500-balance card. (Of course the balance on this card will now be less but this 41 payment will pay this card down fairly quickly).   
Once that card is paid off you take the 41 and add to the 32, for a total of 73 every month.  This is when the magic really starts to happen.  It's the snowball effect and from here everything takes off.
The point is that doing this as opposed to paying the highest interest off first, will get the entire debt paid off quicker due to the snowball effect.  You will have a lot more available money to pay the bigger balances as you move along.
This is the left-brain part of this debt reduction and next week we will get into the right brain aspect.
Have fun with this and until next week,
Be healthy and prosper,
Dr. Lou
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