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Debt can be a burden for many people, affecting their credit score, causing stress and anxiety,
and limiting their ability to achieve financial goals. If you're struggling with debt, it's important
to take action to get yourself back on track. One popular strategy for paying off debt is called
the debt snowball method. In this article, we'll explain how the debt snowball works and provide
some steps for implementing it.

What is the debt snowball method?

The debt snowball method is a debt reduction strategy that involves paying off your debts in
order from smallest to largest, regardless of the interest rates. The idea behind the method is to
create momentum and motivation by paying off small debts first and then using the money you
save to pay off larger debts.

STEPS TO SUCCESS

The debt snowball method works by following these simple steps:

Step 1: List your debts in order from smallest to largest.

The first step is to make a list of all your debts, including the balance, interest rate, and
minimum monthly payment. Then, order your debts from smallest to largest based on the
balance owed.

Step 2: Make minimum payments on all debts except the smallest one.
Next, make the minimum monthly payments on all your debts except for the smallest one.

Step 3: Pay as much as you can on the smallest debt.
Focus on paying as much as you can on the smallest debt until it is completely paid off. This will
give you a sense of accomplishment and motivate you to keep going.

Step 4: Roll the payment from the smallest debt into the next smallest debt.

Once you've paid off the smallest debt, take the money you were paying on that debt and apply
it to the next smallest debt on your list. This will increase the amount you're paying towards the
next debt, helping you to pay it off faster.

Step 5: Repeat the process.
Keep repeating this process until all your debts are paid off.

Page 1



INSURANCE AND WEALTH MANAGEMENT
- >

DEBT SNOWBALL

BENEFITS

The debt snowball method has several benefits, including:

1.Momentum: Paying off small debts first can create momentum and motivation to keep

going.
2.Simplicity: The method is straightforward and easy to understand.

3.Flexibility: The method doesn't require you to prioritize debts based on interest rates, so
you can focus on paying off the debts that are most important to you.
4.Emotional satisfaction: Paying off a debt can give you a sense of accomplishment and

emotional satisfaction, which can help you stay motivated.
5.Positive impact on credit score: As you pay off debts, your credit utilization ratio

decreases, which can have a positive impact on your credit score.

IMPLIMENTATION

Implementing the debt snowball method requires discipline and commitment. Here are some
steps you can take to make the process easier:

1.Create a budget: Make a budget that includes all your income and expenses. This will help
you see where your money is going and identify areas where you can cut back.
2.Increase your income: Look for ways to increase your income, such as taking on a part-

time job or selling unused items.
3.Reduce your expenses: Look for ways to reduce your expenses, such as cutting back on

eating out or canceling subscriptions you don't use.
4.Use windfalls to pay off debt: If you receive a windfall, such as a tax refund or bonus, use it

to pay off debt.
5.Stay motivated: Keep reminding yourself of why you're paying off debt and celebrate your

progress along the way.

The debt snowball method is a powerful tool for paying off debt and achieving financial
freedom. By focusing on paying off small debts first, you can create momentum and motivation

to keep going. Implementing the method
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Phone: (226) 526-4511
Email: info@spectrefinancial.ca

Website: https: / /www.spectrefinancial.ca
Address: 3290 Jefferson Blvd Suite 103, Windsor, ON N8T 2W8
Social Media: @spectrefinancial
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