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How to combine holiday shopping and budgeting?/Gail Liberman & Alan Lavine

The holidays can be a budget-buster when it comes to getting the family’s finances in line.

So how can you be a great gift provider, while keeping your family on the right financial path?

One key is making a holiday list for all your gifts. Don’t be afraid to stick with low-cost, but creative gifts. The female member of this team, for example, recently revived a nearly forgotten skill—knitting. Cost of knitting one scarf: $5 or less for yarn—once you already have knitting needles.

 
If you’re purchasing rather than crafting a gift, determine ahead of time how to pay. 

Shoppers carrying a credit card balance might consider paying cash rather than facing more high interest charges.


With cash, your family will automatically spend at least one-third less. A check can accomplish this same objective. Just keep track of your balance and be certain you have your bank’s lowest-cost version of overdraft protection—just in case. Save all receipts and check store return policies. 

Debit cards can accomplish the same goal as checks and cash. But there are some problems with debit cards. You risk overdrawing your checking account and incurring large fees if you, like many of us, fail to log purchases in your checkbook. If your card is lost or stolen, you’re immediately out cash. Federal protections are not as strong for debit cards as they are for credit cards, which limit your liability to $50 if your card is lost or stolen. Plus, point-of-sale terminals at gas stations and restaurants may place a hold on funds accessed by your debit card to insure they get paid. That means you may not be able to access as much cash as you think you have in your checking account, and could inadvertently be hit with overdraft fees. 

Making a purchase online? Hands down, a credit card offers the greatest protection. If you haven’t received the merchandise by the time your charge shows up on your bill, or it arrives damaged, you can dispute the charge. Just send a letter to the issuer, being sure to use the address listed under “billing inquiries” on the back of your statement. Keep a copy.

Pay off your credit card balance immediately within the grace period to avoid added interest charges.


Shop for a no-fee card with the lowest rates.  Creditcards.com is one place to check. Other web sites: Bankrate.com, Cardratings.com, indexcreditcards.com and Credit.com. 

Beware: If you use a debit card at a merchant’s terminal, you likely won’t be notified of an overdraft. You risk be zapped with overdraft fees, Creditcards.com warns. 


Need to stick to a family budget this holiday season? 


Consider setting ballpark limits on how much of everything the family can spend money on. We saw a great worksheet to help you track expenses at wwww.debtadvice.org.

You might also set up three no-fee bank accounts: One savings and two checking accounts. Deposit part of every paycheck to the savings account and the rest into the first checking account. Pay fixed monthly expenses from that checking account, and transfer anything left over to your second checking account each week. Use only the second account for variable expenses, such as holiday spending and entertainment. 
Consider managing your money online via a checking account and credit card. This way, you automatically see your balances, and can prevent overdrafts and over spending. 
Frequently check actual expenses against your budget worksheet and see what you might cut. Have your paycheck automatically deposited into your checking account.  
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