HOW T0 PAY YOUR
DEBTS DOWN FASTER
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THE TRICKS AND TRAPS OF THE
CREDIT SYSTEM.

It looked great didn't it?
The bank was offering you a credit card that you could use to
iImprove your life.
It may have gone a little something like this.

You arrive home after a busy day and check the maill, you see
a very official looking letter and think to yourself ‘oh no,
another bill’ but as you open it up, you get a huge feeling of

relief. You realise that it is not a bill, it is an offer.
The bank Is giving you an offer.
It's a credit card and guess what? You have already been
approved! All you have to do Is sign the letter and send it back
In the reply paid envelope that they have provided you.
You may be running a little low on cash, maybe you haven't
been able to buy everything you wanted at the shop.

You're stressed and you think,

HAPPY
MONEY

MMMMMMMMMMMMMMM ~.. 'l could use that extra cash for a holiday.'



So you sign the form and post it back to the bank with a
sense of excited anticipation. It Is very possible that you
then forget what you have done, until, the day arrives.
You get another letter that looks very important.
This time, It doesn't bend and is a little heavier. You
remember! How exciting, a new credit card. How much
do you have? $5000, $10,000, more?

The possiblilities are endless, aren’t they?

Let's have a look at what has just happened to you.
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10 YOU?

THE DATA IS OUT THERE.

Firstly, banks know more about you than you would like. Itis
amazing what they can find out by crunching the data in your
bank account. They can tell how likely you are to take, use
and repay (or not repay) a credit card.

Banks know that you need more money. You may not be 'low
iIncome’ but banks understand that most of the time as your
Income rises so does the cost of your lifestyle and by
appealing to your needs they are likely to strike a nerve.

Banks know that by posting the letter to you, you will think It Iis
a bill, and then you will be relived that it is not.

Banks know that by making the process as easy as possible
(already approved, just sign and return) you are likely to act on

emotion rather than rational thought.




Banks know that by adding terms like, 'low interest’
'gold card' and 'rewards program', they can convince
you that you are getting a great deal, and banks know
that once the card is in your hands you are very likely to
use it and less likely to pay it off.
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WE NEED THEM, BUT LET'S NOT
FORGET THAT THEY EXIST TO
MAKE HUGE PROFITS.

It Is scandalous to see the interest rates charged by banks for
credit cards. As official interest rates fell to record lows after
the global financial crisis home mortgage rates fell as well.
What about credit cards? Just one quick look will show that

while you can borrow for a home at less than 4% you will pay
12%, 15% or more than 20%* or more for a credit card. A

credit card Is also a lot easier to get than a home loan. It
doesn't make sense does it?

*https://www.finder.com.au/credit-cards/0-balance-transfers?
futm_medium=cpc&futm_source=google&futm_campaign=6457699166~74109966221&futm_term=credit%20card%20interest%20rates~e~g~kwd-
11165741 &futm_content=~~CjwKCAjwhYOFBhBKEIWASF3KGf3_58CX6yBozPS-
ppvh4xpYTa3ajb3eRWanpdUp4DyMasdEf3dBmxoCPJwQAVD_BwE&gclid=CjwKCAjwhYOFBhBKEIWASF3KGF3_58CX6yBozPS-
ppvh4xpYTa3ajb3eRWanpdUp4DyMasdEf3dBmxoCPIwQAVD_BwE
Sighted 17/05/2021




Surely there are people out there who can use credit cards
without getting into trouble?

Sure, there are, but not many. Some people are disciplined
enough to pay their cards to $0 before the interest kicks in, but
they are few and far between. Most people end up in a
situation that requires them to read this strategy paper.

REMEMBER
THE BANK MAKES MORE MONEY
IF YOU DON'T PAY OFF YOUR
CREDIT CARD

Do they really want you to pay it off ? They send letters,
reminders and phone you.
They must want you to pay it off? No.
They want you to make minimum payments. The minimum
payment on a credit card Is set as a percentage of what Is
owed, that means that as you pay Iit, you don’t actually get
very far. Let’s say that your minimum payment is $200 for
one month, you make that payment. The next month,
assuming you don’t add any debt to the card, will your
minimum payment be $200 again? No, it will be slightly less
because It Is set as a percentage of the amount you owe. In
fact a $5000 credit card debt at 18% can take over 33 years
to pay off Iif all you pay is the minimum.
You can check this out at the money smart website
https://moneysmart.gov.au/credit-cards/credit-card-calculator




LET™S GET IT PATD OFF.
HOW DO WE DO I17

Well, first of all we need to asses your situation. How many
cards do you have? Are all your debts credit cards or do you
also have personal loans?

(They can be paid off using this strategy too).

You are going to need to know your debts and the interest
rates for each card or loan.

Let's look at an example situation.

Jeremy and Frank.
Jeremy and Frank have gathered together 3 credit cards and
1 car loan. Here is what it looks like.

Credit Gard 2

Credit Card 1 Amount Owing

Amount Owing 519,000
$11,000 Interest rate

Interest rate 145

19%

Credit Card 3 car L|:|=_=|n.
Amaount Owing Amount Owing
S8,000 $38.000

Interest rate Interest rate 99

12%




STACK THEM

Stacking your debt involves your figuring out which
has the highest interest rate and then paying that
down first, while still making minimum payments on
the others.

The debt that has the highest rate of interest Is
costing you the most, even If it has the smallest
balance.

Credit Card 1
Amount Owing

Make minimum payment plus
$11,000 redirect all possible extra payments

Interest rate
18%

Credit Card 2
Amount Owing Make minimum payment
$19,000
Interest rate
14%

Credit Card 3
Amount Owing Make minimum payment

$6,000
Interest rate
12%

Car Loan .
Amount Owing Make minimum payment

$39,000
Interest rate 9%




HOW DOES TT HELP?

By directing all extra payments to the one card, you will pay
it off more quickly and lower the overall amount of fees &
Interest that you are paying.

Once you have paid off the first card, redirect the amount of
the minimum payment, plus the extra payments you were
making to the next card with the next highest interest
rate and so on and so forth, until no cards/debts remain.

You will notice that you are finally getting somewhere and
you will feel the great sense of satisfaction that paying out,
cancelling and cutting up a credit card can bring.




WHERE DO 1T FIND THE EXTRA
MONEY?

This can be the hardest part. You may be able to find some
wasted dollars in your weekly spend. Writing down
everything, and | mean everything will give you an insight into
your spending habits and may help to find waste.

If you do not have ‘extra’ funds but still need to pay a debt
down, then pay the minimum amount, however, set it
as a regular payment so it doesn't decrease as your balance
does. This will take longer, but will still get you there.

ONE MORE THING BEFORE 1
0!

Your credit card is not your lifeline and should not be a
part of your everyday life. DO NOT USE IT. You may
even be able to cancel it and enter a payment plan with
the provider. The aim here is to pay down your debt, not
Increase it. Then the next time you get a nice letter in the
mail saying that you have been pre approved, put it in the
bin, where it belongs.




WHAT S NEXI

Debt reduction Is just one step towards securing your
finances and increasing your wealth. Other areas include
making sure the loans you do have are right for you, cash
flow management, consolidating your superannuation and

ensuring that it is invested the right way and creating a
savings plan.
Smart Happy Money can help you In all these areas and
more.

Book a quick call or quick Zoom today to discuss your

options with us.

www.smarthappymoney.com/book-now




ABOUL
SMART HAPPY
MONEY

Smart Happy Money was established in 2006 with the

objective of providing affordable, quality advice to clients from
all ages and demographics. Our core values include...
Do no Harm
First, do no harm. Smart Happy Money values advice that
doesn’t harm you, the planet or its inhabitants.
Honesty

Honesty forms the basis of Smart Happy Money's advice.

Honesty builds trust and trust builds success. We work with
our clients in an honest and transparent way, and they in turn

are honest and transparent with us.

This helps everyone reach a successful outcome.




Simplicity
Finances can be complex. We break down complex and confusing
financial strategies, products and systems and make them easy to
understand.

Coaching & Mentoring
Your success Is achieved through Smart Happy Money partnering
with you as coach and mentor. Our advice Is not set and forget,
rather we will work alongside you, through the ups and downs,
providing advice and assisting you to reach your goals.

Dur services

Our services cover many of your financial needs. From
Superannuation and retirement planning, to mortgage broking and
cash flow management we look forward to the opportunity of
meeting with you and discussing how we can meet your individual
needs.

We give hack

We believe that business has a responsibility to help those Iin need.
We plant 10 trees for every loan lodged through a Smart Happy
Money broker and we provide safe water to a community need for
each new financial planning client.

We live in a beautiful world and we want to keep it that way!

You can find out more about us at www.smarthappymoney.com.au
or give us a call on 1300 592 539

Ben Graham-Nellor can be contacted at
ben@smarthappymoney.com.au




aaana
T ;*‘

{*FTE -

T

T
UL
. i : ]
L . A LT

R

e """
11
B

(LT

T
T
i !
i b LR ‘}."IIF.-- H i

——
L

povRLrl |

Smart Happy Money is a trading name of Bgn Financial Management

Ben Graham-Nellor is a sub authorised representative of BGN Financial Management PTY LTD which
IS a corporate authorised representative (468796) of Professional Investment Services Pty Ltd (ABN
11 074 608 558)

which is the holder of Australian Financial Services License N0.234951.

The information provided in this book has been provided as general advice only. We have not
considered your financial circumstances, needs or objectives and you should seek the assistance of
your Professional Investment Services Pty Ltd (PIS) Adviser before you make any decision regarding
any products mentioned in this communication. Whilst all care has been taken in the preparation of
this material, no warranty is given in respect of the information provided and accordingly neither PIS
nor its related entities, employees or agents shall be liable on any ground whatsoever with respect to
decisions or actions taken as a result of you acting upon such information.

BGN Financial Management PTY LTD is corporate credit representative No 528966 of Centrepoint
Alliance Lending ABN 40 100 947 804 (Australian Credit Licence Number 377711)
https://www.centrepointalliance.com.au/privacy-policy/

BGN Financial Management PTY LTD | Copyright © 2021

Ben Graham-Nellor can be contacted at ben@smarthappymoney.com.au.com.au
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