
THE “BAD EX” DEBT
 REPAYMENT METHOD

How to pay off debt quickly while saving money



 There are a lot of methods you can use to reduce debt. Some are right and
some are wrong. Like a bad ex, you want to get the debt out of your life as

quickly as possible and keep it out.. This method shows you how to reduce debt
fast, while minimizing interest. Not only do I suggest this method, but I used it to

get out of a large amount of debt myself. I will walk you through how to use it.
 

Here we go!

The Bad Ex Debt Repayment Method

How to pay off debt quickly and save money.

Produced by Ethan Stewart CFPⓇ 
Owner of Centennial Financial Group, LLC 
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Like many of you (especially medical professionals), I struggled with debt. While I was
learning what I know now about finances and financial planning, I fell into more debt
than I originally intended. 

While debt can be a slippery slope, it is also a tool that can be used to get something
earlier. Debt is not always bad, but being smart about it is the key to using it correctly.

There are a lot of methods for repaying debt out there, with companies that position
deals as “resources” for people that don’t know better. I thought that a breakdown of the
best method is needed.

Let me quickly introduce myself first. My name is Ethan Stewart, and I am a CFPⓇ with
my firm, Centennial Financial Group, LLC. I graduated from college knowing little to
nothing about finances, but I wanted to learn. Learning and getting to my current
position caused me to get into some debt. I viewed that situation as an opportunity to
learn how to help others, and through that I developed the Bad Ex Method for debt
repayment.
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Why I Created This eBook

Chapter 1

Debt seems to be a big taboo subject for many of us. It's funny how that works isn't it?
It’s something all of us deal with,but we don't talk about.

I wanted to make sure that there was a resource out there for those that are looking for
a valid method that takes all variables into account when paying down debt. That is why I
made this book, and I hope it helps you get out of debt. 



Although there are many different methods available for debt
repayment, I’m going to compare the two most popular options:
The Snowball Method and The Avalanche Method. 

Keep in mind that there are other strategies that can be used for
reducing debt like balance transfers, personal loans, debt
settlement, and bankruptcy. For the purposes of this book we will
be focusing on just these two repayment methods.

Let's start with The Snowball Method: in this method, you focus
on paying the debt down as quickly as possible by paying
everything extra you can to pay down the lowest balance loan
while paying the minimum amount due on everything else. Then
as you pay off the loan, you keep paying the same amount, but
roll to the next lowest balance loan.

Although a great strategy if you want to pay off debt fast, the
problem with this strategy is that it never accounts for total
interest paid. Because of that, you can end up paying
unnecessary amounts of interest over time. It is also not as fast
as other methods, which we will see shortly.
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The Different Methods Out There

Chapter 2



Next up is The Avalanche method. This method focuses
on paying down the debt with the highest interest rate
first, while paying the minimum amount due on
everything else. Once you pay off the first loan, then you
roll to the next highest interest rate loan until all debt is
paid off.

This strategy minimizes the total money paid over time,
because it is designed to minimize interest. It also
happens to pay debt off very fast, but in certain
situations there are exceptions.

There are negatives and positives for both strategies, so I
thought, “Why can't they be combined?” That brings us to
the Bad Ex Repayment Method, which we will look at in
the next chapter.
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Let's get right to The Bad Ex Repayment method, which combines
the Snowball Method and Avalanche Method into one more
efficient method for eliminating debt. The key difference is
knowing when to use which of those methods, and I’m going to
show you how to do that. 

Your first step is to look at the debt with the highest interest rate
and begin paying as much as you can towards that debt, while
paying minimum interest on all the others. Once you pay off that
amount, you will then roll the payment you were making to the
next highest interest payment until everything is paid off.

Sounds like the avalanche method, right? Well, here is the
difference: let's say for example purposes, we have the highest
interest loan
(Loan 1), then the next highest interest loan
(Loan 2). With the Bad Ex method, if Loan 2’s principal is 60% or
less than Loan 1’s principal and has 2% or less difference in
interest, or you can pay off Loan 2 in three or fewer monthly
payments, then you stop focusing on Loan 1 and move to
repayment of Loan 2.
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The Bad Ex Repayment Method

Chapter 3



The Bad Ex method uses a formula to determine which of the two best repayment
methods to use. 

By doing so, you not only pay off the debt more quickly than with the other methods, you
don't overpay on interest. Since you are just shifting what you are already paying to the
next debt as you pay them off, you won't affect your budget. You will pay off debt faster
the more you pay off.

In the next few chapters, we will look at some examples; so, you don't need to take my
word for it!
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If you are like me, then you probably understand something better when you see it in
action. 

Let's look at two examples where the Bad Ex Method works better than the Avalanche
Method or the Snowball Method. 

According to the Avalanche Method, you would focus on the Car Loan. The problem
with doing that, however, is that the principal for the car loan is significantly larger than
College Loan, so it will take longer to pay off. In this case you would use the Bad Ex rule
of thumb and focus on loan 2 first. 

We have the following loans and an extra $100 to put towards debt. 
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See How It Works

Scenario 1:

Chapter 4



According to the Snowball Method, you would focus on loan 3 The problem with that,
however, is that the interest is significantly higher on the other loans, with the principal
not having a huge margin. In this case, you would use the Bad Ex, to pay off the higher
interest first, so you minimize the total interest paid. 

These examples are hypothetical, but they are meant to illustrate how this method
works. 

This is a general rule of thumb, so keep in mind this strategy is the best I have seen.
However, keep in mind it is meant to be an easily followed method and not a solution
for every situation. You should always consult with a financial planner or reach out to
us, and we would be happy to help break down an optimal repayment strategy. Each
person and situation is different.

Once again, we have the following loans and an extra $100 to put towards debt.
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Scenario 2:
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Note These examples are hypothetical only, and do not represent the actual performance of any particular investment.

Now that we can see how it works let's take a step back and compare this method with
the Snowball Method. We will be using the scenarios in Chapter 4. Keep in mind that this
method is a selection method to help you with a strategy to use.

The important details we will look at is how long it will take to pay off the debt and then
how much total interest is paid. This ebook is supposed to be an easy read, so if you want
to see more details around the math breakdown, then reach out and we can send you a
copy.

So let's take a look and see how each strategy compares.
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How It Compares

Chapter 5



As you can see in this chart, the Bad Ex method saves you the most interest and pays off
debt just as fast as the Avalanche method.

As you can see in Scenario 2, the Bad Ex method saves you more interest, once again, and
this time pays the debt faster than the Snowball method.
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Q:

Q:

A:

A:

Should I consolidate my loans?

The choice to consolidate depends on the type of loans you have and the level of
interest for each loan. You especially want to be careful not to consolidate when you
have federal loans, as you will lose all benefits from them with consolidation. If you have
any questions on this please feel free to contact me, and I can help you evaluate
whether or not to consolidate.

What is loan forgiveness and how does it work?

The loan forgiveness program gives you the potential to have your federal loans forgiven
if you work for a public entity or non-profit for 120 eligible pay periods and are in the
income based repayment option for loans. It is an excellent program that you should
consider for federal loans and one of the reasons that you should think through
consolidation first.

Along with explaining the Bad Ex Method, I thought it would be helpful to answer some
common questions about debt. These answers may be able to help your debt
repayment plan. Keep in mind these are general answers, so they do not apply in every
situation all the time. 
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Debt FAQs

Chapter 6
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What is loan forgiveness and how does it work?

The loan forgiveness program gives you the potential to have your federal loans forgiven
if you work for a public entity or non-profit for 120 eligible pay periods and are in the
income based repayment option for loans. It is an excellent program that you should
consider for federal loans and one of the reasons that you should think through
consolidation first.

Is loan forgiveness worth it?

A:The short answer is “Absolutely!” The bigger question is “Will I qualify?” You should
check out this very helpful resource page on the Federal Student Aid Website which
breaks down the forgiveness options, because there are several programs.
Give us a call if we can help you determine your qualification.

Should I pay off my debt or should I invest?

People ask me this question all the time, and my best answer is to do a little bit of both.
Prioritizing debt or investing depends on interest rates. The general rule of thumb is that
if your interest is higher than 7% for loans, then you should focus on paying down debt,
using the Bad Ex Repayment Method and vice versa if the loan interest is less than 7%.
Historically, investments return an average of 7% over time, so, if you have a debt over
7% and you invest, you are on the negative side of compounding interest. If your debt
interest is less than 7% roughly, you are on the positive side of compounding interest
and want to focus on investing.

What determines bad debt vs. good debt?

There is no “good debt,” but I do believe there is better debt and bad debt.It comes
down to leverage vs. debt. Leverage is money you borrow that allows you to invest in
something, i.e., a mortgage, business loan, student loans, etc.) Leverage can in some
cases be good or helpful. Bad debt would be something like a credit card at a store to
buy something you do not need. It depends on your situation, but the rule of thumb
could be, “do you truly need it?” If the answer is no, then it is bad debt.

Q:

Q:

Q:

Q:
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A:

A:

A:

A:
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How much debt is too much?

Approximately 36% of your household income. That is the general rule of thumb. Your
total debt load should not exceed roughly 36%.

What is the difference between subsidized and unsubsidized?

The government covers the interest of a subsidized loan while you are in
school/deferment. An unsubsidized loan does not have this governmental coverage.
Subsidizing can be one reason that loans seem to build up, because. you still accrue
interest while in school.

What are the best loans to have?

As I said earlier, there are no “good loans.” However, if you must borrow, you want to
look first for federal loans (because of the different programs), next for loans from small
private lenders (usually better deals), then loans from large lenders.

What do I do if I have more than one loan with the same high interest rate?

In this scenario, you would focus on paying off the loan with the lowest principal balance.

Q:

Q:

Q:

Q:

The “Bad Ex” Debt Repayment Method
14

A:

A:

A:
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Remember that paying off debt in the most effective way is not always linear and
straightforward, because each situation is different. The Bad Ex Method is meant to help
you to intelligently prioritize your debt to reduce it quickly and minimal cost to you.

I have helped many clients with this method and even used it myself to get out from
under more than $28,000 of credit card debt. (I made a lot of mistakes early in my
career.) It really works, and I hope that this eBook helps you to find some financial
confidence. It is possible to get out from under the debt that you carry and enjoy your
life!

If you have questions or comments, please let me know. I love to hear from people!
I am also happy to help with a complimentary debt consultation if you are interested.
You can book a 15 minute call 

Feel free to send me an email at: ethan@centennialfg.com

Thank you for reading!

Cheers,
Ethan Stewart

 The Bad Ex Repayment 
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