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Make your credit
card work for you
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MUMBAI: Credit cardsare either one of
the most loved or most hated financial
tools, depending on who you speak to.
This is possibly an indication of the
times we live in with sharply polar-
ised views across multiple items.

Supporterstalk about the benefits
ofelectronicand non-cash payments
that credit cards help with, while
opponents talk about the high costs of
credit card debtand the debt trap that
many users fall into.

In nur view_ like evervthinge else.

MANY DO NOT RECOMMEND
CREDIT CARDS CITING HIGH
COSTS AND DEBT TRAPS, BUT
YOU CAN ALSO USE THEMTO
YOUR ADVANTAGE. CREDIT
CARDS CAN BE USEFUL WHEN
IT COMES TO EMERGENCIES,
ONLINE PAYMENTS AND
BUILDING AGOOD CREDIT
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You could therefore earn 36,000 to
37,000 per annum, which can be put to
other use. Of course, you need to
ensiire voll renav on time ar else the
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credit cards come with their pluses
andminuses,anditisreally uptoeach
of us to benefit from the good things
and avoid the bad things, to find a
sense of balance that can help credit
cards work for us.

Credit score enhancer benefits:
Good credit scores have become criti-
cal to avail loans that can enhance
your professional career like educa-
tion loans, or to support home pur-
chases or growth of businesses.

Prudent credit card usagecan goa
long way in enhancing your credit
scores, so that theloans that youneed
canbeavailedof at attractive rates.It
is critical to avoid exhausting limits
on your credit cards though,sotryto
keep your credit utilisation to about
30% of your credit limit. Lenders see
thisfavourably, asresponsible behav-
iour.

Money multiplier benefits: The
interest-free period isa wonderful tool
totakeadvantage of your credit card.
Depending on when you spend on
your card, you could have 45-50 days of
interest-free period. Assuming that
you spend 1 lakh a month on your
credit card, you can park the money in
aliquidfund till the time the card pay-
mentisactually due at the end of the
interest-free period.
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benefit of the strategy is lost.

Emergency fund benefits: Emer-
gencies donot come announced, espe-
cially medical ones. As credit card
machines become ubiquitous across
medical facilities, it can be very useful
to ensure that hospital admissions,
when needed, can take place immedi-
ately. Similarly, in the case of a sud-
den job loss, a credit card may allow
you to temporarily tide over animme-
diate cash flow need to support critical
expenses, while other sources of
financing are put into place.

Online payvment benefits: With the
proliferation of e-commerce and
online purchases, credit cards have
becomevery convenientasa payment
mode. The ease of purchase needs to
be controlled though, to avoid reck-
less spending.

Add-on cards alsoensure that over-
all spends as a family are kept under
control since the credit limit is consol-
idated across multiple cards, as the
limitis common for the primary card
and the add-on card.Getting the bene-
fits of a credit card is likely riding a
cycle-balance truly matters.
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