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Spending Habits

When trying to figure out a budget that works for you, we recommend starting with the 50/30/20 rule. Its
simple methodology helps you divide your income into categories that make financial freedom easy.

How to Fill It Out:

1. Divide your monthly a er-tax income into three spending categories: 50% needs, 30% for wants, and 20%
for savings or paying o debt.

2. Figure out how and where you ve spent your income over the past month by using a copy of your bank
statement or using an app that automatically categorizes your expenses for you.

3. Evaluate and adjust your spending to match or modify the method to reach your financial goals.

MoneyCoachGroup.com | karl@moneycoachgroup.com | (302) 339-1296









-

The Avalanche Method

With this method you look at your mountain of debt with highest interest on the
top. Like an avalanche, the top falls first. The debts that are costing you the most
will be the first to go.

The avalanche method can save you more interest, but it is less motivating for
many people. You don t feel the progress even though you re actually saving more.

List all your debts in order of highest interest rate
to lowest regardless of balance.

Pay the minimum on all debts except the one with
the highest interest. Pay as much as you can on
that one.

As soon as the highest interest debt is paid o , take
all the money you were putting on that debt to pay
the one with the next highest rate.

HOW IT WORKS

Repeat these steps until all debts are repaid.
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Highest Payment Method

This method doesn t have the dramatic visuals as the other two, but it can be
useful. Instead of paying the lowest balance or highest interest rate debts o first,
you sort by the minimum payment.

The feel good on this one is getting rid of the debt that puts the most strain on
your budget. If your highest payment amount was $200 and that debt is gone, you
can make a calculated decision to put $100 of it toward your living expenses and
the other $100 toward your other debts. Ideally, you put it all toward the debt, but
you now have some control over how to best apply the savings.

List all your debts in order of highest minimum
monthly payment to lowest regardless of balance
or interest rates.

Pay the minimum on all debts except the one with
the highest minimum due. Pay as much as you can
on that one.

As soon as the highest minimum payment debt is
paid o , take all the money you were putting on that
debt to pay the one with the next highest minimum.

HOW IT WORKS

Repeat these steps until all debts are repaid.
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Which Method
Should You Use?

The right answer to that is based on what you will be able to commit to from
start to finish. The Avalanche Method o en brings the most savings in the long
run but is harder to see and feel the results. The best thing to do is to compare

methods on a spreadsheet or ask Money Coach to guide you to the most
workable solution for your own situation.
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Debt Elimination Tracker

With your list of debts in mind and your desired debt repayment method picked out, you re ready to create an
action plan to become debt free. Depending on the method chosen, begin listing out your debts in order of
lowest debt balance or highest interest rate first. You will dedicate the largest amount of your monthly
payments to your priority creditor, while continuing to make minimum payments on everything else. Once
your top priority debt is paid o , you will put the money you were paying on it toward the next priority debt
until you re debt free!
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