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ARBOR ADVICE
Helpful financial tips provided by Arbor Bank

Wrong Ways to Pay off Debt
October 18, 2012

No one wants excessive debt hanging over their head. There are many smart ways to get debt under control,
but there are also a few traps that can dig you in even deeper. Try to avoid the following mistakes to get rid of
your debt once and for all.
1. Gambling - It's one thing to hit the casino for some leisurely fun, but if you're deep in debt, don't count on
solving your problems in Las Vegas or Atlantic City. After the thrill of the wager is gone, you'll still be in debt;
probably even more.
2. Borrowing from a family member - Don’t be quick to ask for or accept a loan from a relative. What
happens if — for some unforeseen reason — you can't repay on time? You’re relationship with that person
could go sour in a hurry.
3. Playing ostrich - When you're behind on your payments, it’s easy to hide your head in the sand by leaving
bills unopened or avoiding collection calls. Your creditors won’t forget, and hiding from your debt is never a
realistic solution.
4. Getting a payday loan - Payday loans carry notoriously high interest rates, often in excess of 400 percent
annually. You would be better off by looking for funds almost anywhere else.
5. Taking a credit card cash advance - The interest rate on a cash advance is often more than 10
percentage points higher than your standard rate, not including additional fees.
6. Kidding yourself about a pawn shop "loan" - You might think that taking your valuables to a pawn shop is
a good way to get fast cash - It's not. If you don't repay a pawn shop loan promptly, those treasured items
could be lost forever.
7. Using a debt settlement company - Debt settlement firms sound like a good solution, but they often
charge extremely high fees. And after you "settle" your debts by paying less than you owed, you wind up with a
terrible credit score and a big bill from the IRS. (Forgiven debts can be considered income and you may be
required to pay taxes on it).
8. Filing bankruptcy unnecessarily - Sometimes bankruptcy is necessary (like when you have huge medical
bills), but since bankruptcy stays on your credit report for 10 long years, it should only be used as a last option.
If you’re still struggling to get your debt under control, see your Arbor Bank banker. They can help personalize
a solution for you to pay off old debt and move towards a more financially stable future.
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