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Bankruptcy Chapter 13.  This process prepares a repayment plan in which the court binds both the debtor and the creditors to terms of repayment. The debtor retains property and makes regular payments to a trustee out of future income to pay creditors over the life of the bankruptcy plan.  

Bankruptcy Chapter 7.  This process liquidates assets and uses them to pay creditors according to precedence in the Bankruptcy Code.   It is the quickest, simplest and the most frequently selected (75%) kind of bankruptcy filing.   Certain debts cannot be waived by Chapter 7 bankruptcy such as child support, student loans, drunk driving fines, etc.

Carelessness.  A reason for debt.  We understand its costs, but we become lazy.

Compounding (annually, quarterly, daily, etc.): The number of periods during the year where interest is calculated. Compound interest is where interest is paid on previously earned interest as well as on the principal. The shorter the compounding period, the higher the effective annual rate of interest.

Compulsiveness.  A reason for going into debt.  We lack the self-control to discipline our purchases. 

Counseling:  non-profit credit counseling agencies.  These are agencies set up specifically to help people reduce the credit-card debt load in their lives.  The non-profit companies have arrangements with many of the credit companies.  Working with them, they can reduce or even eliminate your interest payments with specific creditors.  

Counseling: For-profit credit counseling agencies.  These are companies whose goal is to make money through helping people get out of debt.  They often consolidate debt into a single loan with a lower rate, or get homeowners into a interest-only home loan and use the excess cash to pay down debt. 

Credit Counseling Agencies (CCAs).  These may be either non-profit or for-profit agencies to help you get out of debt.  You should use these with caution.

Debt Cycle.  It is the process of why and how we go into debt.

Debt Elimination: Expensive Debt First.  This is one of the personal strategies.  The logic is to pay off your most expensive debts first.

Debt Elimination: Smallest Debt First.  This is one of the personal strategies.  The logic is to pay of the smallest debts first.  Then take the money saved to pay off all your other debts.  You have success early on as you pay off the smallest debts first.

Debt Reduction Strategies.  These are strategies for reducing debt.  It is a six-step process:  1. Remember perspective, the “why’s” and “what’s.” Accept that you have a debt problem; 2. Write down your goals so you know where you want to be.  Stop incurring new debt; 3. See where you are by making a list of all your bills and debts.  Admit the need to change your habits and lifestyle if being debt free is important; 4. Look for one-shot ways of reducing debt; 5. Organize a debt repayment Plan; and 6. Follow through on the Plan until total debt elimination.

Debt.  It is the process of borrowing something with the expectation to pay it back in the future with interest.

Effective interest rate. The actual rate (as opposed to the stated or nominal rate) that is received after the effects of compounding are taken into account.

Home Equity Loans.  This is a personal debt strategy.  You take our a home equity loan, which is a loan against the equity in your home (the difference between what the home is worth and how much you owe on it) to pay off your debts.

Ignorance. A reasons for going into debt.  We don’t understand interest and its costs.  

Inflation. An increase in the volume of available money in relation to the volume of available goods and services; inflation results in a continual rise in the price of various goods and services. In other words, because of increased inflation, your money can buy fewer goods and services today than it could have bought in the past.

Interest.  The cost of using borrowed money. Interest must always be paid,

Minimum Payment. The minimum amount of payment required by credit card companies each month. The credit card companies purposefully keep these as low as possible, in order to maximize the amount that they earn in interest.

Necessity.  One of the reasons for going into debt.  It is we truly cannot feed our families.

Pride.  A reason for going into debt.  How we look to others is more important than how we look to God.





