
The Debt Snowball Method: 

With the debt snowball method of paying off debt, you reward yourself for wins 
along your debt payoff journey. You pay your smallest debts in full first, then 
roll the amount used to pay your first debts into paying off your bigger ones — 
much like rolling a snowball down a hill. 
 
Small victories upfront — the satisfaction of seeing debts eliminated one by 
one — keep you engaged. 
 

Say you have four debts: 

1. $500 medical bill—$50 payment 
2. $2,500 credit card debt—$63 payment 
3. $7,000 car loan—$135 payment 

4. $10,000 student loan—$96 payment 

Using the debt snowball method, you would make minimum payments on 
everything except the medical bill. But let’s say you have an extra $500 each 
month because you took a side job and cut your expenses down to the bare 
minimum. You are gazelle intense. 

Since you’re paying $550 a month on the medical bill (the $50 payment plus 
the extra $500), that debt will be gone in one month. Then, you can take the 
freed-up $550 and attack the credit card debt, paying a total of $613 ($550 
plus the $63 minimum payment). In about four months, you’ll wave goodbye to 
that credit card. You’ve paid it off! 

Now, punch that car loan in the face to the tune of $748 a month. In 10 
months, it’ll drive off into the sunset. Now you’re on fire! 

By the time you reach the student loan—which is your biggest debt—you can 
put $844 a month toward it. That means it will only last about 12 months. After 
that, Sallie Mae better get used to living somewhere else, because you’ve 
kicked her out! 

Thanks to your hard work and sacrifice, you have paid off $20,000 of 
debt in only 27 months using the debt snowball method! You’re a rock 
star!  

 



Why Does the Debt Snowball Method Work?  

The debt snowball works because it’s all about behavior modification, not 
math. When it all boils down, hope has more to do with this equation 
than math ever will. 

If you start paying on the student loan first because it’s the largest debt, you 
won’t get rid of it for a while. You’ll see numbers going down on the balance, 
but pretty soon you’ll lose steam and stop paying extra. Why? Because it’s 
taking forever to get a win! And you’ll still have all your other small, annoying 
debts hanging around too. 

When you do something with consistency over time, you will see results! 

But when you ditch the smallest debt first, you see progress—quickly! You 
have hope! That debt is out of your life forever. The second debt will soon 
follow and then the next. When you see the plan working, you’re more likely to 
feel like you can stick it out. And when you keep at it, you’ll succeed in 
becoming debt-free! 

By the time you’re paying on the bigger debts, you have so much cash freed 
up from paying off the earlier ones that it creates a debt snowball. Suddenly, 
you’re putting hundreds of dollars a month toward your debts instead of slowly 
chipping away at them with minimum payments. You build momentum, and 
that changes your behavior and helps you get out of debt for good. 

 

The Debt Avalanche Method: 

The debt avalanche targets debts with the highest interest rates first. This 
route may help you save time and interest over your debt payoff journey. 
A debt snowball plan, in contrast, prioritizes your smallest debt first no matter 
the interest rate. Each time the smallest one is eliminated, you move to the 
next smallest. If you need short-term victories to inspire you, you’re a 
debt snowball candidate. If you tend to be analytical and patient, a debt 
avalanche may appeal to you. 
 

Using the debt avalanche strategy 
Proponents of the debt avalanche approach include NerdWallet columnist Liz 
Weston. “You’ll get out of debt more quickly by going after toxic debt first,” she 



says. “On the other hand, if you truly don’t think you’ll succeed without making 
small victories, a debt snowball is way better than doing nothing at all.” 
Oftentimes, people can address their debt by creating a budget and sticking to 
it, which frees up cash to implement an avalanche debt-payoff strategy. Once 
you’ve got a handle on what you owe and where you spend, it’s time to start 
on the avalanche. 
 
Add up all the minimums you must pay on your debt — ordered from the 
highest interest rates to lowest — and then figure out how much extra you can 
pay beyond the total of your minimums. 
Let’s say you have a hospital bill for $300, and the hospital is allowing you to 
pay on it interest-free. You also have a credit card balance of $2,500 at 22.9% 
interest and another of $5,000 at 15.9%. 
 
That $2,500 credit card balance becomes your top priority, because it carries 
the highest interest rate. If you can put an extra $200 over your total 
minimums to pay off debt, it will go to that one until it is paid off. Then you add 
that debt’s minimum to the $200 extra, and put the total toward the bill with the 
second-highest interest rate. 
 
Continue knocking off debts and rolling their minimums into the extra debt 
payment amount until all debts are repaid. If a promotional interest rate ends, 
you may have to reorder your debts to keep your focus on the one with the 
highest rate. 
 
Both an avalanche and a snowball use money you’ve committed to pay off 
debt. Sometimes, though, you happen across "extra" money, like a rebate 
check or a full jar of change. You can supplement either payoff strategy by 
using that found money to further chip away at debts the (snowflake 
method). 

 
Is the avalanche method for you? 
Although avalanche may be your cheapest and most logical route to 
becoming debt-free, you may have to wait a long time to feel the triumph of 
zeroing out a debt — especially if your highest-interest debt is also the largest. 
You can build a spreadsheet to track your progress, but a debt payoff 
calculator, like the one above, can do all of those steps for you automatically. 
It gives you the emotional payoff of watching your debt shrink, too. 
That’s important. If you grow weary of the sacrifices you're making to pay off 
debt, you may decide it’s not worth the effort and quit. If you do that, all the 
money that you were going to save won’t matter. 


