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Which type of debt are you most concerned about?

Student loans Credit cards

I A &

Auto loans Mortgages

Medical debts Payday loans

*Debt.org, “Key Figures Behind America's Consumer Debt,” May 13, 2021,
https://www.debt.org/faqs/americans-in-debt/




What are the benefits of taking control of your debt?

Improve your pea
of mind

‘ Decrease your
- day-to-day stress

Improve your
credit rating

Stay focused on
long-term goals

*Averagge American debt 20?1, Bankrate.com, September 17, 2021, T
https:7 www.bankrate.com/personal-finance/debt/average-american-



Take action: Know where you stand

DeBTS

Activity @

Download this activity
sheet to help you
manage your debt

Navigate to
Fidelity.com/ManageYourDebt
and fill out the activity sheet

For illustrative purposes only.



Things to keep in mind while paying down your debt

Keep up with Follow the 6%
regular payments interest rate rule

Make saving part Prioritize debt
of your plan payments



Two strategies for paying down debt

Avalanche Method

Snowball Method

Pay off the loan with the
highest interest rate first.

Then apply payments to
the loan with the next
highest interest rate.

BENEFIT:

May save the most interest.

Pay off the smallest
loan first.

Then apply payments to
the next smallest loan.

BENEFIT:
Helps build momentum.




Avalanche Method: Start with the highest interest rate

Managing Your Debt Activity Sheet

| The first step to ditching debt? Knowing what you owe. List out the details of all your debts and payments. Then,
we'll see how much extra monthly income you have to pay them off.

DEETS @ Tip: Be sure to include all Debt Types, including credit cards, mortgages, student loans, auto loans, and others.

Interest Rate/ nths Minimum Monthly
e I fayments

Credit card

$20,000.00 |20.00 % — $450.00
eientiesy $100,000.00 |6.00 % 106 $1,000.00
e $10,000.00 |3.00 % 103 $100.00

Increases monthly payment on credit card debt from $450 to $550,

= @® shaving two years off the payoff time, and saving more than $5,750 in
Paula, 31 (she/her) Ry ‘. interest

Uses the avalanche method X A% 1 ®
by paying down the debt ) » '’

with the highest interest
rate first.

After paying off credit card, adds the $550 payment to the $1,000
minimum payment on student loans

@ After paying off student loans, devotes all loan-payment money—
\ 4 $1,550 per month—to her car payment

‘ @ Total interest paid would be $45,340—nearly $12,000 less than

by paying minimums, paying off debt in 9 years instead of 12

Hypothetica ot illustrativ rposes only.



Snowball Method: Start with the smallest loan

...........

Managing Your Debt Activity Sheet

The first step to ditching debt? Knowing what you owe. List out the details of all your debts and payments. Then,
we'll see how much extra monthly income you have to pay them off.

DEBTS @ Tip: Be sure to include all Debt Types, including credit cards, mortgages, student loans, auto loans, and others.

Interest Rate/ Months Minimum Monthly
SEBRE

Car loan

$10,000.00  3.00 % 103 $100.00
Credit card $20,000.00  20.00 % $450.00
Student debt § 100,000.00 6.00 % 106 $1,000.00

Increases monthly payment on his car payment from $100 to $200

Wilson, 27 (he/him)
Uses the snowball method
by paying down the
smallest loan first.

Once his car is paid off, pays an extra $200 per month to credit card
debt, for a total of S650 per month

When his credit card is paid off, pays an extra $650 per month on
student loan debt on top of the minimum $1,000
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@ Total interest paid is $51,000— $6,240 less than by paying

minimums—paying off debt in 10 years instead of 12
Hypothetical example is for illustrative purposes only.




Credit scores and their impact

The higher your credit score, the

easier it can be for you to get a

loan—and probably one with
lower interest rates

What goes into your
credit score?

330-579 580-669 670-739 740-799 800-850

Very Fair Good Very Exceptional
poor good

Sources: Experian.com/blogs/ask-experian/credit-education/score-basics/what-is-

a-good-credit-score/; Sources: “What does FICO stand for? And what is a FICO
Score?” Credit.com, October 20, 2021.

35% 15%

()
Payment Credit age @
history 10% ~
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= 30% _10% =

Debt Credit
utilization inquiries


https://www.experian.com/blogs/ask-experian/credit-education/score-basics/what-is-a-good-credit-score/
https://www.credit.com/credit-scores/what-does-fico-stand-for-and-what-is-a-fico-credit-score/

Set up a plan for monitoring your credit

Schedule your three
free credit reports Equifax TransUnion Experian

------ D «© D

R

Check your credit score for free at
AnnualCreditReport.com,
CreditKarma.com, or Credit.com*

(or see if it’s on your credit card statement)

*Equifax, TransUnion, Experian, Creditkarma.com, and Credit.com are
not affiliated with Fidelity Investments.



Why did your
credit score drop?




Ways to help improve your credit score

Never miss a
bill due date

Keep your
balances low

Monitor your
credit report

Think twice
before closing
old cards

Consider a well-
rounded credit history

Be cautious
about new loan
applications

1. "What's in my FICO® Scores?" Fair Isaac Corporation, https://www.myfico.com/credit-education/whats-in-your-credit-score.
2. Alexton, Karen, "How Long Do Hard Inquiries Stay on Your Credit Report?" Experian, July 5, 2020, https://www.experian.com/blogs/ask-experian/how-long-do-hard-inquiries-stay-on-your-credit-report.
3. Steele, Jason, "How Applying for Credit Impacts Your Credit Score," Experian, July 14, 2019, https://www.experian.com/blogs/ask-experian/how-applying-for-credit-impacts-your-credit-score/.



https://www.myfico.com/credit-education/whats-in-your-credit-score
https://www.experian.com/blogs/ask-experian/how-long-do-hard-inquiries-stay-on-your-credit-report
https://www.experian.com/blogs/ask-experian/how-applying-for-credit-impacts-your-credit-score

Put your plan into action

Monitor and build Visit
your credit www.cpg.org/myaccount
Know what you owe or call 877-208-0092
and create a debt °
management plan

Get started on the path to better

managing your money and working
toward the future you want

Ready to learn more? Sign up for another workshop at:
NetBenefits.Fidelity.com/livewebmeetings




Important information

Investing involves risk, including risk of loss.

Please note that some of the links within this presentation will direct you to non-Fidelity third-party websites. Fidelity is not
involved in the preparation of the content supplied at the third-party unaffiliated website and does not guarantee or assume any
responsibility for its content.

This information is intended to be educational and is not tailored to the investment needs of any specific investor.

The PDF of today’s presentation available for download should not be circulated any further and this content is current only for the
next 30 days.

Fidelity Brokerage Services LLC, Member NYSE, SIPC, 900 Salem Street, Smithfield, RI 02917
© 2022 FMR LLC. All rights reserved.
1021371.1.1


https://www.sipc.org/
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