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How to Recover from Financial Troubles
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No one is exempt from financial challenges. Losing a job, divorcing your spouse, your vehicle
breaking down, or medical expenses are experiences that anyone is at risk of having. Don’t let
financial problems and the difficulties that accompany them define you. Tough times can be
overcome with the right plan.

Here is some expert guidance on recovering from financial troubles and strategies you can put to
work for you.

Confront Your Financial Situation

Create a list of all income, expenses, and debts. Understand the full picture of what you’re dealing
with, as challenging as it may be to look at and confront. This is essential to financial recovery
planning.

Identify Areas Where There Is Overspending

Look at places in your budget where there is clear overspending. This can help you identify what
needs to be cut, reduced, or altered early.

Set Your Financial Goals for the Next Year

With an understanding of your income and expenses, map out financial goals to guide your
finances. Set short-term goals of 30 days or less, and use these small wins to keep you motivated.

Define medium-term goals over the next 3-6 months to help steer monthly savings and spending.
Lock in long-term goals for the next 1-2 years. With these objectives, follow the SMART
principle. Ensure your long-term goals are smart, measurable, achievable, relevant, and time-
bound.

Download a Budgeting App

A budgeting app can help someone immensely with tracking income and spending, simplifying the
budgeting process. Find an app or budgeting tool that best suits you.

Negotiate with Creditors

Call lenders. Request reduced interest rates, extensions, or new payment plans. Be honest about
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your financial situation. In response to this transparency, many lenders will be more than willing to
work with you.

Payday Loans

For emergencies, use payday loans. These are easy to apply for and get you cash within 24 hours.
Repayment can be easily arranged using your following paycheque. It’s not something you even
need to think about. If you run into a snag and need money fast, this is your temporary way out
without accumulating more debt.

Consolidation Loans

Apply for a debt consolidation loan to pay off high-interest debt and combine your debts into a
single manageable payment under low, fair-interest terms.

Avoid New Debt

Only use your credit card if you know you can pay the full balance by the end of the month. Be
disciplined with your credit card spending to prevent yourself from becoming again caught in
spiralling debt. You can use instant loans for the short term, but make sure you pay them off
quickly.

Cut Discretionary Spending

Postpone discretionary spending until you are out of your present-day financial struggles. This may
mean setting aside spending for 3-6 months to get some strong momentum behind you. While
difficult, this could mean the difference between staying where you are and survival.

Increase Your Income

Ask your employer for the opportunity to work more hours and earn overtime pay. If they don’t
have anything available, seek out a part-time job. Do not push yourself past where you’re
comfortable, but having the time to put towards another job means more income.

Start Building Up an Emergency Fund

It can be small, like reserving $20-25 from every paycheque, but it has to happen. Build up an
emergency fund. Automate these deposits so you don’t even need to think of them. Your
emergency savings will gradually build over time.

Monthly Check-Ins

Review your budget monthly. Adjust as needed. Reward yourself with positive reinforcement
when you have small victories, such as paying off a debt. Resist the urge to increase your spending
as your income grows and/or your budgeting improves.

Stay Positive and Be Patient

It’s a hard road to walk to recover from financial troubles, pay down short term loans, and make
the most of what you have. Shame or negative feelings do not serve you. Put them out of your
head. Remind yourself that financial recovery is a process, and it will take time. Be patient with the
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process.

Where to Put Extra Cash

If you generate a surplus any given month, put this extra money towards your most high-interest
debts. This will further pay down your principal and reduce interest you won’t need to pay.

Build Financial Literacy

As you march forward, engage with and educate yourself on finances. Read books and articles.
Follow financial blogs and social media accounts discussing finances. Learn the basics of
budgeting, debt management, and investing. Set the foundation to prevent potential setbacks from
occurring.
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