
Learn 5 Ways to Use Credit Cards Wisely to Avoid Debt

Description

These five suggestions will help you avoid debt and utilize your credit responsibly, whether applying for
your first credit card or working toward improved spending habits.

Credit cards can be a helpful tool for making large purchases and building a good credit score. Credit
cards also provide perks such as cashback or airline miles, making them even more enticing.

The ease of use of credit cards, on the other hand, might make it easy to amass debt quickly. The
average U.S. household with revolving credit card debt in 2021 had a balance of $6,006.

Tip #1: Spend only what you can afford

Paying your credit card bill in full each month is the most excellent strategy to avoid credit card debt.
To achieve this goal, ensure you’re only spending what you can afford.

Your credit card is a tool for building credit and paying for larger purchases in small increments; it
should not be used to purchase items you cannot afford to pay off within your billing cycle.
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The simplest method to avoid credit card debt is to charge only what you can afford to pay back.

Tip #2: Make on-time monthly payments

In addition to paying your amount in full, make sure you spend your balance on time.

Many banks allow you to set up automatic payments through the U.S. Bank mobile app, so money
from your checking account can be transferred directly to your card before it’s due each month.

Late payments can result in costs that raise your existing balance and make it more challenging to
keep up with regular payments.

If it fits your budget, consider making multiple monthly payments.

Tip #3: Maintain a low utilization percentage.

You should try to pay your balance in full each month, but if that isn’t possible, preserve a low
utilization ratio. The percentage of credit currently in use is referred to as your utilization ratio.

Assume you have a $5,000 credit limit. If you have $2,500 in purchases on your card at any given time,
your utilization ratio is 50%. Using a high percentage of your available credit can make debt repayment
more difficult and reduce your credit score.

Furthermore, you will end up paying more interest in the long term.

Keep your utilization ratio around 30% of your available credit as a general rule. Lower your credit
score over time. Plus, you’ll end up paying more interest in the long run. As a general rule, keep your
utilization ratio below 30 percent of your available credit.

Tip #4: Know your credit card’s terms.

Understanding the terms of your credit card agreement will help you avoid surprise fees and keep track
of your payments.

Different credit cards will have varying interest rates and fees.

Read the agreement before using your card to understand when you will be charged a fee, how
interest will be applied to your account, and when the interest rate will increase.

Choose a card that corresponds to your spending habits and financial objectives.

Tip #5: Do not open too many accounts in a short time.
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There are many credit cards with appealing terms and advantages, but obtaining too many lines of
credit occasionally adds to your debt.

Having more credit cards to keep track of makes it difficult to keep track of your expenditures and pay
dates. Furthermore, opening too many accounts at once might harm your credit score, and you may be
denied if you open many cards in a short period.

Bottom Line

Using a credit card correctly can help you create solid credit and be financially secure. If you follow this
advice, you will escape crippling credit card debt and feel more financially secure.
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