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p>Q. I owe about $4,300 to six different payday loan companies. It started with a couple
of loans to pay for some car repairs but then I was taking one payday loan to pay off the
previous. Im now in a situation where my payday loans total more than 90% of my
monthly income. How can I get off this debt treadmill?,A:Â I have met with over 4,000
clients over eight years on the front lines of the insolvency business. Of those, about a
third had payday loans.

And they very seldom have just one. Most have several, for reasons Ill get into
below.,The most Ive seen is Â one individual withÂ 24. So your situation, while serious,
is certainly not unique. Drive down certain streets in certain cities and you will see the
telltale bright yellow signs as far as the eye can see. Payday loan outlets are popping up
everywhereâ€”even in places youd think unlikely, like affluent neighborhoods.
And now they are online, making access easierâ€”and out of conspicuous view.,Like in
your situation, the payday loan cycle begins with one payday loan to help deal with a
short-term cash flow problem. Many events start this way: perhaps the rent is due, your
car needs emergency repairs, or you just need grocery money this week.,Unfortunately,
all too often the cash flow shortfall is not temporary. If, when you must repay your
payday loan you are still short for necessities, this means you are now deeper in the hole.
So, you take out a repeat payday loan to repay the first and another payday loan to make
bill payments. This begins what is referred to as the payday loan spin cycle you are now
in.,Today, three in 10 people who file insolvency to restructure their debts carry at least
one payday loan. The majority (73%), like you, owe on more than one payday loan.
In fact, on average they owe $3,464 on more than three loans.,If your only debts are
$4,300 to the payday loan companies, you have a few options.bad credit payday loans
houston tx These alternatives to payday loans can work to break the cycle and to avoid
going down the payday loan path in the future.,You can apply for a $4,300 term loan and
consolidate these debts into one new loan. What interest rate you will be able to obtain
will depend on how good, or bad, your credit score is.
The lower your score, the higher your interest costs will be. Some alternate lenders offer
small loans for rates as high as almost 60%. While high, this is better than continuing
along on the payday loan cycle. (It should be noted that legal usury in Ontario is 60%
interest: a lender cannot charge that amount on any credit offered. That is why so many
payday loans or their sister installment loans are atâ€”you guessed it â€”59.9%
interest.),Most people I meet with who have payday loans or the installment loans I
mentioned have never read the agreements they have signed.
When I point out the interest rate and terms (Total cost of borrowing is a particularly
scary line item), they are shocked. Alternatively, consider a cash advance on your credit
cards. Again, the rate is high, often as high as 29%, however, thats still lower than the
cost of a payday loan.,As we often see, however, people who turn to multiple payday
loans do not have good credit. That means that their borrowing options are limited. In this
case, a better option may be to visit a not-for-profit credit counselor.
They can help you negotiate a repayment plan through something called a debt
management plan. There are two important things to know, however. First, you will have
to repay all your debts in full. In addition, not all payday loan companies will agree to a
debt management plan or waive interest costs.,Sadly, the people I meet with every day
typically owe more than just a payday loan company. Our clients, in addition to multiple
payday loans, owe an additional $30,000 in other unsecured debts like credit cards and
bank loans. The payday loan is a symptom, not a core problem.

If you have significant other unsecured debts, you may need the protection and debt relief
available through a Licensed Insolvency Trustee.,Once you have got your payday loan
debt under control, take some additional steps to ensure that you do not need to rely on a
payday loan in the future. If you are running short of cash every week, find a way to
balance your budget by cutting costs or increasing your income.,To protect yourself from
temporary cash needs, start building an emergency fund and consider overdraft
protection. While overdraft protection comes at a high cost, it is again must less costly
than a payday loan and less likely to put you on a repeat path to running on the payday
loan treadmill.
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