	PERSONAL FINANCE
THE DEBT SNOWBALL VS AVALANCHE: PAYING IT OFF
QUIZ  (12 MULTIPLE CHOICE QUESTIONS)



	Name:  
	Date:  
	Period:  



	
	Directions: Choose the best answer for each question.



	1.
	What is the DEBT SNOWBALL method?



	A. Pay off your SMALLEST BALANCE first, then roll that payment to the next-smallest debt

	

	B. Pay off your HIGHEST interest rate first

	

	C. Pay only the minimum on every debt forever without ever paying extra amounts

	

	D. Take out one big loan to combine all your debts into a single monthly payment for simplicity


Answer:
	2.
	What is the DEBT AVALANCHE method?



	A. Pay off your largest balance first

	

	B. Pay off your HIGHEST interest rate first, then roll that payment to the next-highest rate

	

	C. Pay every debt an equal amount each month

	

	D. Stop paying the debt with the lowest balance


Answer:

	3.
	Tessa owes a store card $1,000 at 26%, a medical bill $600 at 8%, and a car loan $3,000 at 14%. What is her SNOWBALL payoff order?



	A. Store card, then car loan, then medical
	B. Car loan, then store card, then medical

	
	

	C. Medical, then store card, then car loan
	D. Store card, then medical, then car loan


Answer:
	4.
	Using the same three debts, what is Tessa's AVALANCHE payoff order?



	A. Medical, then car loan, then store card
	B. Store card, then car loan, then medical

	
	

	C. Car loan, then medical, then store card
	D. Medical, then store card, then car loan


Answer:
	5.
	In both methods, what do you do with the EXTRA money beyond the minimum payments?



	A. Put it all on ONE target debt until that debt is gone, then roll it to the next

	

	B. Save it instead of paying debt

	

	C. Split the extra money evenly across every debt you currently owe

	

	D. Use it to pay only interest charges monthly, never reducing any of the principal balance


Answer:
	6.
	Why is the DEBT AVALANCHE the math-optimal method (it saves the most money)?



	A. Because it pays off the fewest debts

	

	B. Because it skips the minimum payments

	

	C. Because smaller debts have more interest

	

	D. Because it attacks the highest-APR debt first, stopping the most interest the soonest


Answer:

	7.
	Why do many people choose the DEBT SNOWBALL even though it usually costs a little more interest?



	A. Because paying off a small debt fast gives an early win and MOTIVATION to keep going

	

	B. Because it is the only method that pays off debt

	

	C. Because it always saves more money than the avalanche

	

	D. Because it lets you skip the highest-rate debt entirely and target quicker payoff wins


Answer:
	8.
	Using monthly interest = balance x (APR / 12), how much interest does Tessa's $1,000 store card at 26% cost in one month?



	A. $2.60
	B. $260.00

	
	

	C. $21.67
	D. $130.00


Answer:
	9.
	Tessa runs both methods with the same three debts and the same $200 extra a month. The snowball costs about $698 in total interest and the avalanche about $608. How much does the avalanche save?



	A. Nothing - they cost the same
	B. About $90

	
	

	C. About $698
	D. About $300


Answer:
	10.
	No matter which method you pick, which rule never changes?



	A. Stop paying the smallest debt

	

	B. Put all your money on the largest debt

	

	C. Pay every debt the exact same amount

	

	D. Always pay at least the MINIMUM on every debt, and roll a paid-off debt's payment to the next target


Answer:

	11.
	What does PAYOFF ORDER mean?



	A. The interest rate on your most expensive debt
	B. The minimum payment a lender will accept

	
	

	C. The sequence in which you pay off your debts
	D. The total amount of all your debts added together


Answer:
	12.
	Which statement best captures the honest bottom line of snowball vs avalanche?



	A. The snowball always saves more money than the avalanche

	

	B. You should never pay off debt early

	

	C. The two methods always cost exactly the same

	

	D. The avalanche always wins on dollars, but the best method is the one you will actually FINISH


Answer:
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