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Debt Crazy

Recently, at a niece’s wedding the meal was smorgasbord style.   Instead of being served and limited by a planned menu, a smorgasbord allows you to pick and choose and to dish it up yourself.  There was a lot of food offered.  As my wife and I made it past the tables, my wife looked at her plate and commented that her eyes are bigger than her appetite.  That’s the trouble when you try to sample something from everything on offer.  It is hard to say “no” and limit yourself - especially when you’ve been waiting for a meal for some time (wedding pictures?) and your appetite is eager!

This is an apt picture of today’s marketplace.  There is so much on offer and with easy and inexpensive credit to pay for it.   Low financing for consumer credit has been a boon for sales – but it also makes it more tempting for us to buy more than we should.  The result is that we take on too much debt.  Like the ‘extra tire’ around our waist when we regularly eat too much, the lower cost of borrowing has increased the girth of our debt!

Last year, the Certified General Accountants Association of Canada published a report called: “Where Does the Money Go: The Increasing Reliance on Household Debt in Canada.”   I’m going to share some tidbits from this report here; however, you’re most welcome to get your own copy (www.cga.org/canada/debt).  If you’re not computer savvy – this is the time to ask your child or grandchild to get you a copy.

A public opinion survey of Canadians was conducted.  Consider the following from the report:

· 84% Canadians reported having some type of debt.

· 14% reported that their debt had markedly increased.

· 40% of Canadians holding debt think that debt negatively affects their ability to reach goals in the area of financial security for unexpected events.

· 28% of Canadians holding debt feel household debt negatively affects their ability to reach retirement goals.

· 25% of Canadians do not commit to any type of savings - not even for retirement.

The report goes on to report that Canadian household debt is at an all-time high, reaching $1 trillion in 2006.  Comparable statistics from a paper on the Statistics Canada site called: “The Wealth of Canadians: An Overview of the Results of the Survey of Financial Security verify this trend to higher debt levels.  According to this paper, “Candians had debts estimated at $760 billion in 2005, three-quarters of which took the form of mortgages.  This represented a 43.3% increase from 1999…The median value of mortgages in 2005 amounted to $93,000, up 17% from about $79,500 in 1999.  Outstanding credit card and installment debt was up 58% from $16.3 billion in 1999.  The median credit card installment debt rose to $2,400 in 2005.”  One particular new development was the growth in line-of-credit debt, which grew by 77% in the same period.  The median debt for this kind of credit rose from $5,800 in 1999 to $9,000 in 2005.  This paper also indicated that the median debt load for family units grew from $32,300 in 1999 to $44,500 in 2005.  Most of this extra debt was secured though residential assets.

Given the harm that the downturn in the American housing market has already done and the impact that the high cost of energy is having, many Canadian families may have put themselves at tremendous risk by taking on too much debt – especially if debt servicing costs should rise dramatically.  From the statistics, it is clear that there is little to back them up in terms of savings for emergencies!

Given these trends and the current housing market downturn and high energy cost, caution is definitely in order if you’re considering a major purchase through the acquisition of new debt.  Consider alternatives and at minimum look for the least costly options.   Our ‘love affair’ with technology makes us vulnerable to making purchases of new equipment, and that has been fed by the low cost of borrowing that we have been enjoying.  Ultimately though, our ability to service the debt we take on is based on tomorrow’s income – and only God determines the future.   We need to be self-disciplined stewards, able to restrain ourselves as we walk by the table with all the enticing goodies!  We need to take on a more debt-averse posture to become less debt-crazy!

Stewardly Tip: Debt Consolidation.   Have you run up balances on your credit cards that you can’t pay off when they’re due?  Do see the writing-on-the-wall as past excesses start to add up?  You can probably benefit from a ‘debt-consolidation’ loan.  BUT, and this is a BIG and important BUT: For debt consolidation to work you must make a FIRM decision (both you and your spouse) to curtail the use of those ‘cleaned up’ credit cards; better yet – cut up all but 1 to be used only for limited defined purposes).  If you don’t, you will probably make the situation worse for yourself in the future.  Work with a credit counselor to help you get out from chronic and overhanging debt!  

Readers:  Share your ‘Stewardly Tips’ so that we all can make better use of the resources God has entrusted to us.  Submit your suggestions (by mail to Christian Courier or by email to my address below) and provide your contact information so that we can acknowledge your contribution or ask you for more details. 

Next issue: Self-Driven Stewardship or…

