
Many Americans feel like they’re living paycheck-to-paycheck. Maybe

that’s because most people have debt like a mortgage, an auto loan, a

student loan, or credit card balance. While having some debt isn’t bad -

especially if it’s on an appreciating asset you are working on paying off -

too much debt is a risk that can lead to total financial failure.

A simple measure to determine whether you have too much debt is your

total debt ratio. To calculate, divide your total liabilities (what you owe) by

the fair market value of your assets (what you own). A good debt ratio is

less than 0.39. If yours is higher, consider the following steps to lighten

your debt load:

3. Always pay the minimum payments on each debt, EVERY

month. First, focus on any debts you can finish off in two or three

payments. Getting them out of the way will give you a feeling of early

success and encourage you to keep going. Then, take payments you

had been making towards the smallest debt you just paid off and

allocate it towards the highest risk debt you have, in addition to the

minimum payments you are already making. When that debt is paid off,

allocate all of those payments to the next debt and so on.

Paying off debt isn’t easy, but it can be fun. Rewarding yourself for

reaching milestones you set along the way will provide you with the

encouragement to keep going.

Experienced advisors are available to help you make concrete plans to

get out of debt. Contact us at 866-232-6457 or visit

moneyadviceatwork.com/mason to book a MoneyAdvice session.
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1. Stop making new purchases. Ask any doctor; they will tell you the

first thing you need to do in an emergency situation is stop the bleeding. It’s

the same with money: your first priority is to stop spending.

2. Organize your debts by their degree of risk. Low interest,

appreciating asset-backed debts - like your home - are the least risky, while

high interest, non-asset-backed debts - like your credit card - are the most

risky. Organize them by the highest interest rate to lowest.


