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Could Your Debt Be Good? 

(Prefer to watch rather than read?  Check out our video Debt Management! ) 

There’s only so much we can do with our money. With so many things vying for our 
dollars, the question becomes: Is it better to use income to pay off debt or save for 
retirement? 

It depends. The trick to knowing which to prioritize lies in determining whether you have 
“good” or “bad” debt, as well as taking into account interest rates. 

Bad Debt. Money you borrow — without a plan to pay it off— to purchase depreciating 
assets is considered “bad” debt. The worst offenders are items that increase your credit 
card debt (credit cards typically have high interest rates). Think of it this way: Yes, you 
need clothes. But do you need that exorbitantly expensive leather coat when the coat you 
own is fine? You don’t, and buying it (assuming you can’t afford it), would be considered 
bad debt. 

Good Debt. Any loan that will eventually increase your net worth or generate income (like 
student loans, small business loans, or real estate) is worth going into debt for, assuming 
you can pay it off slowly over time at a reasonable interest rate. 

When considering debt vs. retirement for your money, it’s also important to approach 
debt payments strategically. If you have a mortgage loan with 4% interest, and your 
investment accounts are earning 6%, consider letting your accounts ride and paying off 
your mortgage over time. If you have credit card debt with 14% interest, though, it’s 
beneficial to pay off the credit card first before making more investment contributions. 

Living within your means makes credit card debt less likely and allows you to invest more. 
How you manage your debt today plays a significant role in your retirement dreams. If 
you’re unsure whether to pay off a particular debt, let’s find some time to talk it through. 

https://url.emailprotection.link/?bPxgyztbbIF1WwPgKRYc8kL0P6hcd93IguqnU538SeOsvvtjQPz-HWOz8FlsvpymL8PonOxu0mmy_16wMpUY60Z6BwPUrQqNE1x-lKwrZFfA7kisF_HedlKfdMc0H4EXI
https://url.emailprotection.link/?bPxgyztbbIF1WwPgKRYc8kL0P6hcd93IguqnU538SeOsvvtjQPz-HWOz8FlsvpymL8PonOxu0mmy_16wMpUY60Z6BwPUrQqNE1x-lKwrZFfA7kisF_HedlKfdMc0H4EXI

