
 

 

RULES TO AVOID DEBT TROUBLE 
 

Over the years I’ve evolved 7 rules to keep you out of consumer-debt trouble. 

Follow these and you can redirect a good portion of your hard earned money into 

investments to guarantee your future. 

Here are my “sacred seven:” 

 Borrow only to buy a home and one car, and in an emergency, to replace 

a leaky roof or necessary appliance, like a washer.  Pay cash for everything else, 

or do without.  Focus on accumulating an investment stash. 

 Use cheap mortgage debt to pay off high interest consumer debt.  This is 

one of the smartest things you can do. This slashes your monthly outgo and 

frees up money to add to your wealth accumulation stake. 

 Flashing red light here: be tough with yourself on how you use the money. 

If you use it for a more expensive car or a European vacation or to incur more 

debt, it’s a really lousy idea. 

 Cars! You need one good new or late model car that you intend to drive 

until you have to shoot it out of its misery.  Remember, you can save about 40% 

by buying a two-year-old car. 

More about cars, America’s passion.  Seriously try getting along with just one 

car as it could mean several hundred thousand dollars in your long term 

retirement.  But a second car can be a necessity for young families.   Mom gets 

the newer one and dad drives the clunker to work-- and pay off the clunker.  



 Understand that not all debt is bad and that it is usually an essential tool to 

getting really rich.  But remember this fundamental rule: only borrow if, when you 

put the borrowed money to work, it will produce enough dependable cash flow to 

service the debt from day one.  If the debt is self-liquidating, then when you pay it 

off, you’ll be left with more assets. 

 The most urgent short term priority is to accumulate cash equal to 6 

months living expenses, such as mortgage, food, etc.  If you lose your income 

stream for any reason you can survive. 

 Work like crazy to get rid of your debts asap so you can redirect those 

killer interest payments to interest-earning investments for yourself.  And 

congratulations! 

  

 

 


