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Lesser-Known Tips To Save More 

On Taxes, Cut Credit-Card Debt 

 
The economy seems to have perked up, with a bit more hiring, gradually 

rising wages and consumer confidence at a 16-year high. Will it translate 

into increased savings, less personal debt and other signs of financial 

stability? 

 

“Hard to say, but some lesser-known tips and observations can 

make those goals more achievable.” 

 

Pay more than the minimum 

Plenty of consumers pay only the minimum balance on credit cards — a 

behavior that tends to keep borrowers in debt longer, while accumulating 

more interest expenses. Most people who do this likely lack the money to 

make larger payments. But some might be confused by an appropriate 

payment amount based on how they interpret their monthly statements, 

according to researchers at the University of Pennsylvania's Wharton School and the University of Illinois. 

The study focused on the psychological concept of "anchoring," which describes situations where people 

focus on irrelevant or unimportant factors. Stock-market investors, for example, might base buy or sell 

decisions on a company's 52-week high or low prices, when such prices often have nothing to do with the 

shares' current values. 

Similarly, anchoring could come into play on credit cards if borrowers focus on the minimum payment as 

listed on card statements — the lowest dollar amount needed to keep an account from becoming 

delinquent, according to formulas devised by card companies. Paying the minimum often has no bearing 

on what a borrower could afford and isn't sound financial practice. For example, it would take more than a 

decade for someone with just $2,000 in card debt to retire it, if paying only the monthly minimum, 

according to the researchers. 
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Between 9% and 20% of cardholders could afford to pay more but focus, perhaps irrationally, on the 

minimum-payment amounts listed on their statements, the researchers estimated. 

In short, the minimum-payment numbers on monthly statements, which are set by credit-card companies, 

typically have nothing to do with a borrower's ability to pay. Cardholders who misinterpret this will 

incur higher interest costs and stay in debt longer. 

Get extra credit 

The people most likely to know about an income-tax break are the ones most likely to use it, right? Not 

necessarily, at least when it comes to the Saver's Credit. 

This tax break, also known as the Retirement Savings Contributions Credit, provides money for lower-

income Americans who invest in IRAs or workplace retirement programs such as 401(k) plans. The break 

is worth up to $1,000 a year for singles and $2,000 for married couples in the lowest-income ranges. 

Relatively few Americans, roughly one in three, are familiar with the credit, according to a report by the 

Transamerica Center for Retirement Studies. But that drops to one-quarter of people in certain 

traditionally disadvantaged groups — women, lower-income workers (household income below 

$50,000) and less-educated Americans (high-school education or less). 

The credit is in addition to other tax deductions or employer matching funds that might be available. 

"Because this double benefit sounds too good to be true, many eligible savers may be actually confusing 

the two incentives,” said Catherine Collinson, president of the Transamerica Center. “For (workers) who 

are not already saving, the Saver’s Credit could be a nudge to get them started, if only they knew about it.” 

Eligibility presents another barrier. The credit is available only to those workers with incomes not 

exceeding $30,750 (singles) or $61,500 (couples) for 2016, with slightly higher amounts for 2017. It 

isn't available to full-time students, dependents or people under 18. 

Don't max out your credit 

Credit scores have been rising in recent years, as the economy slowly improves, with more people getting 

out of debt and fewer sliding into delinquencies. Also, credit scoring has become more transparent, with 

more people recognizing that good scores can result in better borrowing opportunities, at lower costs. Still, 

confusion about credit scores persist. 

Capital One cited several of these in a recent report. They include the myths that people seeking 

high scores should closed unused card accounts. Another is that people shouldn't monitor their own 

scores often. 
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In fact, the average age of credit accounts is a significant part of the scoring equation, so it can be smart to 

retain your oldest card, even if you don't use it much, Capital One said. As for checking credit scores, 

"hard" inquiries from prospective lenders, triggered by a consumer's application for credit, can cause a 

temporary dip in a person's score, but a consumer's monitoring of scores won't. 

Another area of confusion focuses on whether people should maintain a credit-card balance to jack 

up their scores. No, said Capital One: Everyone should strive to pay off balances in full. 

Credit bureau Experian, in its own report, discussed the related topic of a person's credit "utilization rate." 

This reflects the current balance on a card divided by the credit limit — for example, $10,000 in charges on 

a card with a $30,000 limit. "You don't want your total credit-card balances to be more than 30% of your 

total credit-card limits, and you don’t want any one card to have a balance of more than 30%," Experian 

said. The lower the utilization rate, the better. Consumers with the highest scores have utilization rates 

below 10%. 

 


