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When used wisely, credit and debt 

can be powerful tools to help you 

achieve your financial goals.



3STAYING ON TOP OF YOUR CREDIT AND DEBT

Credit and Debt 101

Debt

Debt refers to the amount of money that you 

have actually borrowed from others. Your 

borrowing and repayment behaviors influence 

your credit score.

Credit

Credit refers to the amount of money that 

others are willing to lend to you. 

Credit and debt are two sides of the same coin that are often measured by 

a three-digit credit score.
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Your Perceived Financial Trustworthiness, Quantified by Your Credit Score, Could Potentially Impact:

Your Credit Score Has Real-Life Ramifications

1. The Balance. 9 Benefits of Having a Good Credit Score. 2020

Interest rates 

on loans 

(including 

mortgages)

Limits on 

credit cards 

or loan 

amounts

Access to 

credit card 

rewards and 

interest rates

Car insurance 

premiums

Ability to rent 

or own a 

home

Need for 

security 

deposit on 

utilities

https://www.thebalance.com/having-good-credit-score-960528
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Credit Scores Rely on Five Categories of Information

At its core, your 

credit score is an 

attempt to measure 

how responsible you 

are with money.

UTILIZATION

Balance-to-limit ratio on credit cards

PAYMENT HISTORY

This is the most significant factor!

RECENT ACTIVITY

How much credit you’ve applied for/received in recent months

OVERALL CAPACITY

How much installment debt is outstanding

LENGTH OF CREDIT HISTORY

Length of time accounts have been open and mix of account types

Source: Investopedia.com. Your Credit Rating Matters

https://www.investopedia.com/articles/00/091800.asp
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Credit Score Breakdown

703
average credit 

score (1)

16%

17%

21%

25%

21%

300-579

Very Poor
Credit applicants may be required to 

pay a fee or deposit, and applicants 

with this rating may not be approved 

for credit at all

580-669

Fair
Applicants with scores in this 

range are considered to be 

subprime borrowers

670-739

Good
Only 8% of applicants in this score 

ranges are likely to become seriously 

delinquent in the future

740-799

Very Good
Applicants with scores here 

are likely to receive better than 

average rates from lenders

800-850

Exceptional
Applicants with scores in this 

range are at the top of the list 

for the best rates from lenders

1 Experian. What is a Good Credit Score.

Each credit company could have different scoring tiers.

https://www.experian.com/blogs/ask-experian/credit-education/score-basics/what-is-a-good-credit-score/
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Be Sure to Check on Your Progress and Protect Yourself

Review your credit reports at least once 

a year.

It is important to review your credit report. Activity 

or accounts you don’t recognize can be signs of 

identity theft. 

You're entitled to one free copy of your credit report 

every 12 months from the three nationwide credit 

reporting companies – Equifax, Experian, 

and TransUnion.



Debt can directly 

influence your credit.
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Paying Off Debt Can Boost Your Credit Score

Overall debt accounts for 

~30% of your credit score.1

1. The Balance. How Debt Affects Your Credit Score. 2021

Quickly paying off balances helps raise 

your credit score because you’re both 

lowering your credit utilization and 

building your repayment history.

https://www.thebalance.com/how-your-debt-affects-your-credit-score-960489
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Not All Debt is the Same

1. Credit Card Insider. How to Pay Off Debt: 6 Strategies that Work. 2021

1 2
REVOLVING DEBT

comes from credit cards, where you can carry 

a balance from month to month. You can 

borrow up to a predetermined credit limit and 

interest rates are subject to change. If you 

carry a high balance on your credit cards, it 

will negatively affect your credit – especially 

if you’re doing it with multiple cards.1

INSTALLMENT DEBT

comes from mortgages, car loans, student 

loans and personal loans. In most cases, 

the amount you borrow, the interest rate and 

your monthly payments are fixed at the start. 

With installment debt, having a high balance 

doesn’t have a big impact on your credit.1

https://www.creditcardinsider.com/learn/reducing-debt/
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Credit Card Debt Can Be Costly

1. Federal Reserve. Statistical Release: Consumer Credit, Aug 2021. 2021

Credit cards can 

be a major driver 

of expensive debt. 

Consider your actual 

financial needs 

before opening a 

new credit card.

$5,000 charged on 

a credit card

$100 monthly payments

20% APR

109 months, or 

9+ years, to pay it off 

$5,843.47

in interest

Credit cards can have costly consequences

for illustrative purposes only

14.54% was the average annual percentage rate (APR) 

for outstanding credit card accounts in August 20211

https://www.federalreserve.gov/releases/g19/current/g19.pdf
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If You Want to Close a Credit Card, Be Strategic

1. NerdWallet. 30% Credit Utilization Rule: Truth or Myth?. 2021

Closing credit cards may hurt your credit.

When your available credit limit is reduced, your credit utilization rate may increase, 

which is a sign of risk to lenders. Experts recommend a utilization rate under 30%, and in general, 

the lower, the better.1

It may make sense to close a credit 

card if:

It may make sense to maintain the credit 

card if:

• There is a high annual fee and the benefits 

aren't valuable

• The interest rate is high and you need to carry 

a balance

• You are struggling to manage your debt load 

and are having trouble resisting the temptation 

of spending beyond your means with the card.

• You want to get rid of a bare-bones card, like a 

student card, in exchange for a regular or 

rewards card

• It's the oldest account on your credit report

• You don't have many other open credit 

accounts, which can make it harder to qualify 

for future credit

• The only reason you're cancelling it is 

infrequent use

https://www.nerdwallet.com/article/finance/30-percent-ideal-credit-utilization-ratio-rule
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Doing a balance transfer, or transferring higher-interest debt 

to a lower-interest credit card, can help you pay down debt. 

The amount saved in interest per month can be used to pay 

down the principal on the card – reducing your outstanding debt 

in a shorter time period. 

Credit Cards Can Be Used Strategically
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Not All Debt Is Bad

When debt is used strategically, it 

can help build wealth. Student loans, 

mortgages, and business loans all have 

the potential to be “good debt.”

Whether debt is ultimately beneficial 

boils down to this question: 

Will this debt pay me back more than 

what I put in?
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Mortgage Debt 101

1. McKinsey & Company. The Case for Accelerating Financial Inclusion in Black Communities. 2020

While homeownership is not for all families in all contexts, homes 

may appreciate over time, significantly add to net worth, and become 

a means of wealth transfer for the next generation.1

Know Your Budget

Factor in a down payment, monthly mortgage payments, closing costs of ~2-5%, 

maintenance and repairs, and necessary purchases. 

Research Mortgage Rates

Compare mortgage rates from multiple providers. Check if you qualify for mortgage 

assistance programs (e.g., state, local, affinity group).

Protect Your Purchase with Insurance

Most mortgages require homeowners insurance. Compare rates and coverage from 

multiple providers – not all your insurance needs to be from one provider.

https://www.mckinsey.de/industries/public-and-social-sector/our-insights/the-case-for-accelerating-financial-inclusion-in-black-communities


If you have debt, there are best 

practices to help you pay it down.
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Best Practices to Pay Down Debt

1. Pew Research. A Year Into the Pandemic, Long-Term Financial Impact Weighs Heavily on Many Americans. 2021

of Americans worry about the 

amount of debt they have.130% Get an accurate picture of your debt

The first and most important thing is to have a full view 

of what your debt looks like, including: debt type(s), 

interest rates and interest deductibility.

Pay off the most expensive debt first

Start by paying off the highest-interest debt. Typically 

credit card interest rates are highest, followed by auto 

loans, student loans and mortgages. 

Pay more than the minimum

Pay the minimum monthly payments due on your debt—

plus a little more if possible. The idea is to minimize the 

accrual of additional debt while paying off existing debt. 

https://www.pewresearch.org/social-trends/2021/03/05/a-year-into-the-pandemic-long-term-financial-impact-weighs-heavily-on-many-americans/
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Progress Is Important

If you have a mountain of debt, start

with small debts to give you the 

confidence to tackle larger ones.

For example, pay off a specialty store 

card with a modest balance before 

taking on a general-use card with a 

much bigger balance.
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However you decide to tackle your debt, make your 

payments on time. 

A missed payment can stay on your credit report for 

seven years. 



An emergency fund can 

potentially help protect you from 

taking on unnecessary debt.
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Consider the State of Your Emergency Fund

An emergency fund is money you’ve saved 

and set aside in case of unexpected expenses. 

of Americans say they have rainy-day funds on 

hand that would cover their expenses for up to 

three months.1

47%

1. Pew Research. About Half of Lower Income Americans Report Household Job or Wage Loss Due to Covid-19. 2020

https://www.pewsocialtrends.org/2020/04/21/about-half-of-lower-income-americans-report-household-job-or-wage-loss-due-to-covid-19/
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Consider the State of Your Savings

Try to maintain three to six months’ worth of 

living expenses in your emergency fund. 

=X –
Average

Monthly

Expenses 

Six

Months

Emergency

Fund Balance

Needed 

Existing Liquid

Savings

Balance
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Tips for Building Emergency Savings

Factor saving into your monthly budget

Use a portion of your bonus or tax refund

Research ways to get paid for your skills/hobbies 

outside of work

When you’re feeling financially stable, you may want to build up 

or replenish your emergency fund as a cushion for the future. 

You don’t need to 

start your emergency 

fund with the full 

amount saved. 

Start small and 

contribute over time. 



A few important takeaways…
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There is no need to be overwhelmed. Take things step by step. 

Actions to Help You Feel on Top of Your Credit and Debt

GET AN ACCURATE PICTURE OF YOUR CREDIT AND DEBT.

• Understand how much debt you have and where it resides.

• Be strategic about any new debt that you take on.

DEVELOP A PLAN TO ADDRESS ANY DEBT YOU MAY HAVE.

• Build your debt payments into your budget.

• Pay off the most expensive debt first.

• Pay more than the minimum.

TEND TO YOUR FINANCIAL LIFE BY CHECKING YOUR CREDIT REPORTS.

• Know your credit score.

• Review your credit at least once a year.

MAINTAIN AN EMERGENCY FUND TO PROTECT AGAINST TAKING ON MORE DEBT.

• Determine how much you currently have set aside for a rainy day.

• If you need to increase your savings, build it into your budget.
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NOT ALL PRODUCTS AND SERVICES ARE AVAILABLE IN ALL JURISDICTIONS OR COUNTRIES. 

The information provided in this presentation is provided for your general knowledge and for illustrative purposes, and is not tax or financial planning advice. Accordingly, you should not base your financial 

decisions on the information presented here. We strongly encourage you to consult with a professional financial planner, accountant, and/or tax advisor to discuss and evaluate your personal tax situation 

and what decisions may be best for your circumstances. 

This presentation is intended for illustration purposes and should not be viewed as a financial projection or guidance towards our financial results or plans for any liquidity event, including an initial public 

offering. All share prices referenced in this presentation are for illustrative purposes only and are not meant to reflect the current or future value of company stock.

This presentation does not constitute or form part of any offer to sell, or solicitation of an offer to purchase, any securities in any jurisdiction.

Morgan Stanley offers a wide array of brokerage and advisory services to its clients, each of which may create a different type of relationship with different obligations to you. Please consult with your 

Financial Advisor to understand these differences.

Residential mortgage loans/home equity lines of credit are offered by Morgan Stanley Private Bank, National Association, an affiliate of Morgan Stanley Smith Barney LLC. With the exception of the 

pledged-asset feature, an investment relationship with Morgan Stanley Smith Barney LLC does not have to be established or maintained to obtain the residential mortgage products offered by Morgan 

Stanley Private Bank, National Association. All residential mortgage loans/home equity lines of credit are subject to the underwriting standards and independent approval of Morgan Stanley Private Bank, 

National Association. Rates, terms, and programs are subject to change without notice. Residential mortgage loans/home equity lines of credit may not be available in all states; not available in Guam, 

Puerto Rico and the U.S. Virgin Islands. Other restrictions may apply. The information contained herein should not be construed as a commitment to lend. Morgan Stanley Private Bank, National 

Association is an Equal Housing Lender and Member FDIC that is primarily regulated by the Office of the Comptroller of the Currency. Nationwide Mortgage Licensing System Unique Identifier #663185. 

The proceeds from a residential mortgage loan (including draws and advances from a home equity line of credit) are not permitted to be used to purchase, trade or carry eligible margin stock; repay margin 

debt that was used to purchase, trade or carry margin stock; or to make payments on any amounts owed under the note, loan agreement, or loan security agreement; and cannot be deposited into a 

Morgan Stanley Smith Barney LLC or other brokerage account.

Disclosures
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Morgan Stanley Smith Barney LLC (“Morgan Stanley”), its affiliates and Morgan Stanley Financial Advisors and Private Wealth Advisors do not provide tax or legal advice. Individuals should consult their 

tax advisor for matters involving taxation and tax planning and their attorney for matters involving trust and estate planning and other legal matters.

Morgan Stanley Smith Barney LLC is a registered Broker/Dealer, Member SIPC, and not a bank. Where appropriate, Morgan Stanley Smith Barney LLC has entered into arrangements with banks and 

other third parties to assist in offering certain banking related products and services. 

Investment, insurance and annuity products offered through Morgan Stanley Smith Barney LLC are: NOT FDIC INSURED | MAY LOSE VALUE | NOT BANK GUARANTEED | NOT A BANK 

DEPOSIT | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY 

This material does not provide individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The strategies 

and/or investments discussed in this material may not be appropriate for all investors. 

Morgan Stanley Wealth Management is a business of Morgan Stanley Smith Barney LLC.

©2021 Morgan Stanley Smith Barney LLC. Member SIPC.

CRC 3907765 (12/21)

Disclosures


