
�

� � �

 

�
�

���������	��
�����

�����	����������

�
�
�
�
�
�
�
�
�
�
�
�
�
�
�

�



�

� � �

 

 

 

Getting out of debt and staying out of debt – Debts.org 

Quick links 
www.debts.org/loans  
www.debts.org/mortgages  
www.debts.org/cards 
www.debt.org/bankruptcy 
www.debts.org/iva 
www.debts.org/bailiffs  
www.debts.org/bank_charges 

Welcome to Getting Out and Staying Out of Debt. If you want to bring order to 
disorderly finances, this complete guide has everything you need. Debts.org 
has put our best money saving and debt busting advice at your fingertips to help 
you get out of the red and back into black. Here you will find simple steps to 
getting out of debt as well as valuable coping strategies until you do.  

Struggling with sky-high interest rates on mortgages, loans or credit cards? 
Bring them down to earth with us. Comparison tables on our website allows you 
to compare credit cards, loans and mortgages at a glance. Through 
�����������	
 , you can apply for the most competitive money products on 
the market and swap a sucker for a saver.  

The website is also packed with independent and unbiased articles, expertly 
written to help you get out of debt. Our members’ forum, news section and 
company rating facility are other features of our website which are designed to 
assist the consumer in the battle for financial freedom. Click and clear debt at 
www.debts.org 
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Debt Culture 

Getting into debt can be as easy as falling off the proverbial log. If you are 
among the majority of people with debt in the UK, you probably managed to get 
into debt with little trouble. 

We usually get our first taste of debt when we are students or around the 
equivalent age and continue to drink from the poisoned chalice for years to 
come. As a result, debt has quickly become part and parcel of British life and 
western culture as a whole. 

At the turn of the century, the average household debt in the United Kingdom 
was roughly level with income per household. Fast-forward eight years to 2008 
and outstanding debts stand at 135% per household income.  

Mortgages distributed by banks, until end of 2007 were growing by 10% a 
quarter and unsecured lending in the form of credit cards, loans and overdrafts 
by 13% a quarter over the past year. You would be right to wonder where we 
are heading; the answer it seems is further into the red. 

Don’t despair help is at hand. Debts.org has its locker full of powerful tools that 
can help you get your finances into shape. The debts.org website is packed with 
vital resources across all areas of personal finance. By applying all that 
www.debts.org has to offer, we promise you will feel more positive about your 
financial prospects and empowered to tackle your debt head-on. Independent 
and invaluable, a visit to www.debts.org is your first step to financial freedom.  
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Good debt / bad debt – what’s the difference? 

Not all debt is bad; some form of debt is unavoidable, such as mortgages for 
example. Having some spare cash to buy property is nice for the minority who 
can afford to do so, but the majority require a hefty loan from a mortgage 
provider to buy their own home. To have a mortgage which is affordable over a 
reasonable term would be classed as a debt worth having. 

Generating debt to buy stocks, bonds and other investments can also be 
considered good debt. Robert D. Manning, a professor of finance at the 
Rochester Institute of Technology, also recommends taking on debts that are 
tax-deductible and debts that generate income in the long term. 
 
"If you are talking about reducing current debt, that's where it starts to get 
nuanced," says Manning. "If you take a home-equity loan because you have a 
17% credit card, and you go with a 6% loan that's tax-deductible, that's good 
debt." 
 
The concept of bad debt, however, is money owed on disposable items or 
durable goods using high-interest credit cards, store cards or personal loans at 
poor interest rates. The catch 22 scenario is most prevalent for people with poor 
credit history. In this instance, borrowers are limited to unfavourable interest 
rates, making debt all the more difficult to overcome. 

Financial vigilance – it pays to pay attention. 

Many of us stuff our bank statements in a shoebox or drop our credit card bills 
into a drawer without ever studying all the gory details. Interest rates, charges 
and fees are all ways in which your lender can jack up the cost of your credit 
card or bank overdraft without you noticing.  

Continually monitoring interest rates on saving accounts and credit cards will 
ensure you spot a sudden drop in interest rates (especially when the 
introductory term expires.) 
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Strategies for coping with debt 

1. Get good advice  

 

Money problems always seem worse when someone puts the gobbledygook 
into capital growth. While knowing some of the terms affecting your finances 
are important, what you really need is someone to cut the jargon. Debts.org 
promises to do just that, we take the trickery out of trackers and the 
confusion out of credit ratings. All our guides, from bankruptcy to bailiffs, use 
simple explanations in nothing but plain English. 

The debts.org website has each subject clearly laid out in green tabs 
running horizontally across the top of the home page. Starting with 
Mortgages then Loans we cover all the major topics right through to Bailiffs. 
Each section has subsections, clearly laid out and easy to follow. Debts.org 
has created the most user-friendly financial website currently on the net, so 
we are confidant you will find it straight talking, straight forward and straight 
to the point. 

Empowered 

Once you have a greater appreciation of your financial options, we believe 
you will be empowered to make an informed decision. Debts.org can put you 
in contact with all the leading financial companies and take the hard work 
out of shopping around. Whether you need an IVA, consolidation loan, or 
better current account, we have all the leading companies with their details 
under one roof. Visit our A-Z directory at www.debts.org/a-z, – for banks, 
building societies, bankruptcy and IVA firms plus mortgage lenders, credit 
card providers and credit reference agencies. 

Professional help to get out of debt is available and in many cases free. 
Debts.org recommends you read our site for advice across all areas of 
personal finance at www.debts.org as well as contact the Citizens Advice 
Bureau at www.citizensadvice.org.uk for further assistance.  

Money advice centres and other debt counselling are widely available, so 
consult your local telephone directory for contact details. Not only does the 
Citizen Advice Bureau offer free advice, they can also negotiate with credit 
card companies and agree repayment plans on your behalf. 
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2. Prevent debt from escalating  

 
If you're struggling with loan repayments, be sure to speak with the 
companies concerned as soon as possible. If a credit card with a large limit 
spells disaster, your credit card company should lower it on request. Firstly, 
however, consider whether you even need the card.  

3. Put money aside  

 
It may not seem like much at first but as little as £20-30 a month can ensure 
you have enough to meet any unexpected bills or car maintenance costs. It 
may seem like peanuts in comparison to the total amount of your debt, but 
paying a bill without relying on the credit card can be a great morale victory.� 

4. Patience pays off  

 
Anything worthwhile usually requires a long-term strategy. Reducing a beer 
belly to a washboard won’t happen overnight, but gradually and not without 
a little effort along the way. Similarly with debt; paying off half your credit 
card bill within six or 12 months, or regularly putting aside £20 into your 
savings account can ensure you are steadily getting your finances into 
shape.  

5. You are not alone  

 
Remember almost every household in the UK has some form of debt �  and 
the trend is showing no sign of abating. Debt can have a crippling affect on 
self-esteem, strain relationships and cause health problems. However, there 
is nothing shameful about debt and there are numerous debt counsellors 
who are trained to offer support and suggest debt solutions unique to your 
situation.  
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Bankruptcy as a solution to debt �

If all else has failed and you can't possibly pay back your debts, it may be 
worth considering one of the following; a debt management plan with your 
bank, an IVA or bankruptcy. However, bankruptcy especially is always a last 
resort.  

Once you're declared bankrupt, you no longer have to pay back debts. This 
may sound attractive but bankruptcy does cause serious disruption to your 
life – you can't have a bank account, you can't apply for credit, and you are 
duty bound to declare every bit of revenue you earn. 

Bankruptcy is serious so approach with caution. Our website has a 
comprehensive section on bankruptcy, the pros as well as the cons. Even 
when things get really desperate, there are alternatives to consider, such as 
an IVA or consolidation loan. Find out more about bankruptcy and it’s 
alternatives at www.debts.org/bankruptcy. Also don’t forget to visit 
�����������	
��
� �  it could determine whether or not you lose your 
home.   
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Seven step financial plan �
  
1. Identify weak areas.  �
  
Take pre-emptive action to avoid the pitfalls that have contributed to your debt 
problems. For example, if compulsive buying in the supermarket gets you time 
and time again, roughly calculate how much impulsive buys cost you over the 
course of a year. Even just identifying your weakness can go a long way to 
ensuring you don’t fall into the same trap next time. Other people may be 
hooked on shopping channels or find themselves constantly attached to their 
mobile phone. Whatever it is, a cost evaluation coupled with a practical solution 
such as calling cards, can mean considerable savings. 

  
2. Pay cash 

Resist the urge to put purchases (even big ones) on plastic. It may be 
inconvenient, but paying cash has the ability to snap you back to reality quicker 
than smelling salts. It's the single best way to eliminate impulsive buying. Cash 
customers spend 30% less on shopping sprees than those who pay with plastic. 

3. Credit Cards  
  
Resist the seemingly constant stream of  ‘unbeatable credit card deals’ and look 
to pay off your existing credit cards as quickly as possible. Start with whichever 
card has the highest interest rate. If you are considering applying for new 
plastic, only apply for a credit card if it means you can take advantage of 
attractive introductory offers. However, be warned, this is only advisable if you 
can pay off the total amount before the introductory period expires.  
  
To save money on your plastic, consider transferring your balance to a credit 
card with a more competitive interest rate. Check out the best credit card deals 
using the moneysupermarket comparison tables at www.debts.org/cards. 
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While is it good to have some form of credit if you need to restore a damaged 
credit report, only use your credit card for purchases you can pay off in full 
when the bill arrives.  
 
Also, if you have more than two credit cards, it is likely future lenders will view 
you unfavourably; so get rid of any cards you don’t use.  
  
4. Stop Spending (so much) 
  
To avoid debt, check your monthly expenses and stop spending when your 
budget begins to get a little tight.   
 
A recent survey found a large proportion of people with credit cards used them 
every month to pay bills. Occasional reliance on your credit card should not 
raise too many concerns, but habitual credit card use to make ends meet, 
raises a red flag. In the majority of cases, cutting back on meals out, or drinks 
with friends is enough to tighten the reins and prevent excess use of credit 
cards. In other words, a night in with a good friend beats a night out with a 
plastic pal. 
 
5.  Make a budget 

 
The easy to use budget calculator at www.debts.org is a quick way to outline 
your monthly expenditures. Your budget should be thorough, including salary, 
any other income and all your outgoings, from cigarettes to cups of coffee. 
Making a quick inventory of monthly expenses can reveal the cause of debt. A 
simple inventory may mean you can cut up the cards you have, call the 
companies and close the accounts. Be bold!  
  
If you must have a credit card for work expenses, try a debit card. These are 
widely accepted �� and the funds are pulled directly from your current account. 
  
Budget for large expenses. Washing machines, roofs, cars, are always liable to 
need repair when you least expect it. Keep in mind the things in your home that 
may be nearing time for a repair, and budget for them. Bills are unpleasant, 
none more so than the ones which arrive unexpectedly. 
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Also, what about weddings, special anniversaries and other significant 
occasions that can wear out the wallet? Footing a wedding bill can be a serious 
undertaking. Organising a budget in preparation of the big day will make sure 
only your family grows – not your overdraft.  
  
If this year’s big occasion has arrived too soon and you need money at 
reasonable rates, visit www.debts.org/loans for the best loan deals. In our loans 
section you can see at a glance with Moneysupermarket comparison tables, 
which company offers the best loan rates. With debts.org you can easily 
compare lenders without so much as picking up a phone. All of our comparison 
tables are informative, up to date and easy to use and you can apply for your 
loan online – saving you time, effort and money! 
 
6. Pay More Than You Owe  
 
Once you have made a budget, stick to it. Study all your bills and statements to 
ensure you fully understand the monthly minimums you owe on each debt. 
Then, if possible, add 5% or 10% to your total payment. Doing so will 
dramatically improve the success of your debt programme. 
 
 
Case study 
Billy, aged 20, owed £2,000 on his credit card with a 21% interest rate. By 
making only the minimum payment each month, Billy was set to be in arrears on 
his credit card account until the age of 39 — and pay a total of £6,725.64 in 
principal and interest. However, by adding 5% or 10% to his payment, he paid 
off the debt in a fraction of the time (around 8 years), saving himself thousands 
of pounds.  
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7. Start  Earning Money  
 
If you pay off your £2,000 debt in 8.5 years as opposed to 19 years of minimum 
payments (as seen in the case study above), you will have 10.5 years to place 
that monthly minimum payment in an interest-bearing bank account, retirement 
account or other investment.  
 
Creditors use interest rates to their advantage, so why not do the same? It can 
work in your favour if you discipline yourself and see your debt reduction plan 
through. Get interest working for you, instead of against you. 
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Words of encouragement 
  
There will always be someone in more debt than you. Seeking professional 
advice, implementing the steps laid out here and visiting www.debts.org can 
help you better understand finances and at the same time offer some valuable 
assistance.  
  
Also, remember your lender can be sympathetic. Contact your bank, or credit 
card company at first sign of financial difficulty, they will be happy to offer you a 
repayment plan in view of your circumstances.  
  
Further assistance 
  
Never delay in getting your finances in order. Timely, practical measures such 
at those outlined previously mark the beginning of a journey towards financial 
freedom. We trust this free guide to getting and staying out of debt has been 
helpful, but this is just a sample of the help on offer.  
  
The debts.org website is an invaluable resource centre for anyone with financial 
problems. Independent, unbiased and specifically designed to serve the 
consumer, www.debts.org is a mine of information you can’t afford to miss. 
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Debts Forum  
  
Debts.org has a friendly Forum where you can join discussions and hear what 
other people are saying concerning matters of personal finance. A discussion 
platform is a valuable source of information where you can get tips on 
companies, whether they are good, bad or just plain ugly. The Forum is also the 
place where customers like to share advice on anything from how to reclaim 
unfair charges, to saving money on a mortgage.  
  
The Forum has been created to act as an open platform where members can 
share experiences for the benefit of anyone with financial problems. 
  
Debts A-Z Directory 
  
While you are learning how to save money, start saving time. Our A-Z directory 
lists all the major banks, building societies and credit card providers. There is 
also a full listing of mortgage providers, credit reference agencies and 
companies who can help you with you bankruptcy or IVA. Every listing has 
contact details: web addresses, postal addresses and telephone numbers. The 
purpose of our A-Z directory is to put all the companies at your fingertips – so 
you don’t have to start yelling for the yellow pages. 
  
Debts Comparison Tables 
  
Comparison tables on loans, mortgages and credit cards make shopping 
around possible from the comfort of your computer. You can see who is offering 
the best interest rates on loans or credit cards at a glance. Comparing deals on 
loans or credit cards is easy at www.debts.org/loans, www.debts.org/mortgages 
and www.debts.org/credit_cards. Don’t waste time on the high street or in 
cyberspace, get all the information you need in an instant at www.debts.org  
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Debts Guides 
  
We have guides on all areas of personal finance: bailiffs, bankruptcy, 
mortgages, credit cards and much more. You don’t need an economics degree 
or a dictionary, we promise!  Each guide is informative and written specifically 
for consumers who need to be better informed to make important financial 
decisions. 
  
Our guides are updated regularly with the latest information and offer practical 
advice on every matter affecting your finances.   
  
 
Debts News 
  
With the financial world changing rapidly, you need to be up to date with events. 
That is why we give you the latest news every weekday at www.debts.org/news 
  
Be informed at www.debts.org. 
  
�


