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To Spend Money at Holiday Time or Save It? With a Balanced Approach, Do Both

The holidays are about the spirit of giving — giving thanks, giving gifts to people we care about, giving charitably to those less fortunate than us. But as fulfilling as it feels to give, the reality is that many people lose their financial bearings and end up spending beyond their means, to the point where they end up giving themselves a major financial headache — a depleted bank account, ballooning credit card debt, and an inability to save for the things that really matter in life.

Avoiding the painful hangover from holiday overspending means balancing the desire and the need to spend on holiday gifts with the desire and need to spend responsibly, so holiday generosity doesn’t derail the effort to meet savings goals. That’s no easy task when “everything is geared to make you open your wallet or your purse,” acknowledges  Andrea Blackwelder, CFP®, president of Wisdom Wealth Strategies in Denver, Colo. “It can be a rough time of year because there’s a tremendous amount of gift-giving pressure.”

To spend your hard-earned money or to save it during the holiday season? People who balance short-term gratification (spending) with delayed gratification (saving for a long-term goal) can do both, according to Blackwelder. Here, courtesy of the Financial Planning Association, the nation’s largest organization of personal finance experts, are suggestions for how to strike that sometimes elusive balance, so you can revel in the holiday spirit with savings strategy intact — and without the lingering debt and regret:

1. Steel yourself. Controlling holiday spending means exercising restraint and resisting all the buy-now holiday advertising messages that bombard the public well before the holidays actually hit. “The key is awareness,” said Blackwelder. “You have to know that advertisers are using psychology to get you to buy something. If you’re aware of the tricks they’re using to get you to spend your money, you can fight psychology with psychology.”

You’re more likely to win that battle if, when the holiday gift-buying season is about to start, you revisit your long-term savings goals — retirement, a child’s education, a home — to remind yourself why it’s important to resist overspending. Visualize what it will be like to meet those goals, and remind yourself of all the hard work you put into saving money for the first nine or ten months of the year. “It’s about reminding ourselves why we are making these hard decisions,” Blackwelder explains.

2. Create a budget and put it in writing. Make an itemized list of the people you’re buying for, and how much you plan to spend on each. “You’re more likely to stick to a budget if you actually write it down,” she said.

3. Start earlier. Begin your holiday shopping before a sense of urgency increases the pressure — and along with it, the chances of making an unwise impulse purchase. “Starting early gives you the luxury of being more selective and finding the best deals,” said Blackwelder.

4. Show your generosity and holiday spirit in creative, less costly ways. Gifts you make (such as baked goods and hand-crafted ornaments) might go over better than store-bought gifts. A gift exchange lets people show their generosity without breaking the bank. These are just some of the ways to curb holiday spending without curbing holiday spirit.

5. Take the opportunity to be a positive role model. Set an example for children by showing them holiday giving needn’t be just about spending. “When children see no-holds-barred spending during the holidays,” notes Blackwelder, “that can create an unhealthy cycle.”

6. Use cash instead of credit whenever possible. Leave the credit card at home and instead bring cash when you hit the mall with your shopping list, she recommends. “You can’t spend what you don’t have.”
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