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UNDERSTANDING DAVE RAMSEY
CHAPTER 2: MONEY IN REVIEW –
A COMPREHENSIVE GUIDE

Dave Ramsey’s Foundations in Personal
Finance  is  a  well-respected  curriculum
that has helped millions take control of
their  money.  Chapter  2,  often  titled
“Saving”  or  “Budgeting”  depending on
the  edition,  typically  focuses  on  the
importance  of  having  a  plan  for  your
money. The “Money in Review” section
at the end of each chapter is designed to
reinforce  key  concepts  and  test
comprehension.  For  students,  parents,
and  self-learners,  finding  accurate  Dave
Ramsey  Chapter  2  Money  In  Review
Answers  is  essential  for  mastering the
material. This article provides a thorough
breakdown of the core principles, sample
answers,  and  practical  applications  to
help you not only pass the review but
also build a solid financial foundation.
We’ll  walk  through  the  major  themes
covered  in  Chapter  2,  explain  the
reasoning behind the answers, and show
how these ideas connect to the rest of
Ramsey’s Baby Steps. Whether you are
a high school student completing a class
or an adult refreshing your knowledge,
this  guide  will  serve  as  a  reliable
resource.  Let’s  dive  into  the  key
concepts,  typical  questions,  and  the
thought  process  behind  the  correct
responses.

What is Covered
in Dave Ramsey
Chapter 2?
Before we examine the Money in Review
answers,  it  is  important  to  understand
what Chapter 2 actually teaches. While
editions vary slightly, the chapter usually
introduces the concept of saving money,
the  difference  between  saving  and
investing,  and  the  importance  of  an
emergency  fund.  Students  learn  about
compound interest, the rule of 72, and
how  to  set  financial  goals.  The  chapter
often  debunks  myths  about  debt  and
encourages a proactive mindset toward
money management.
The Money in  Review section  typically
includes  multiple-choice  questions,
true/false  statements,  short  answer
prompts, and sometimes a short essay
question. The answers are designed to
check whether the student absorbed the
fundamentals. Below we explore typical
categories  of  questions  and  provide
sample  answers  with  explanations.

Sample Dave
Ramsey Chapter
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2 Money In
Review Answers
– Multiple Choice

and True/False
To  help  you  study,  here  are  common
question  types  along  with  the  correct
answers and the reasoning behind them.
Note  that  these  are  based  on  widely
used versions of the curriculum; always
refer  to  your  specific  edition  for  exact
wording.

QUESTION 1: WHAT IS THE FIRST
BABY STEP IN DAVE RAMSEY’S
PLAN?

Answer: Save a $1,000
emergency fund.
Explanation: Baby Step 1 is the
foundation. Ramsey teaches that
before you start paying off debt or
investing, you need a small
cushion of $1,000 to handle life’s
unexpected expenses (like a flat
tire or a minor medical bill). This
prevents you from going deeper
into debt when surprises happen.

QUESTION 2: TRUE OR FALSE – THE
RULE OF 72 TELLS YOU HOW LONG
IT WILL TAKE FOR YOUR MONEY TO
DOUBLE AT A GIVEN INTEREST RATE.

Answer: True.
Explanation: The Rule of 72 is a
simple formula: divide 72 by your
annual rate of return to estimate
the number of years it takes for an
investment to double. For
example, at 8% interest, 72 ÷ 8 =

9 years. This concept is introduced
in Chapter 2 to show the power of
compound growth and why
starting to save early matters.

QUESTION 3: WHICH OF THE
FOLLOWING BEST DESCRIBES AN
EMERGENCY FUND?

A. Money set aside for vacations
and luxury purchases.
B. Money set aside for unexpected
expenses like car repairs or job
loss.
C. Money used to pay off credit
card debt.
D. Money invested in the stock
market for long-term growth.
Correct Answer: B.
Explanation: An emergency fund
is specifically for true emergencies
– events that are urgent,
necessary, and unexpected. It is
not for planned expenses or
luxuries. Ramsey emphasizes
keeping this money in a separate,
easily accessible savings account.

QUESTION 4: ACCORDING TO DAVE
RAMSEY, WHY IS SAVING MONEY
IMPORTANT BEFORE INVESTING?

Answer: Saving provides a safety
net so you don’t have to sell
investments or go into debt when
emergencies occur.
Explanation: In Chapter 2,
Ramsey differentiates between
saving (short-term, low risk) and
investing (long-term, higher risk).
He recommends having a solid
savings foundation (emergency
fund and short-term goals) before
putting money into investments
that may fluctuate in value.
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QUESTION 5: THE PHRASE “PAY
YOURSELF FIRST” MEANS:

Answer: Setting aside money for
savings and investments before
paying bills or spending on
discretionary items.
Explanation: This is a core
principle in personal finance. By
automating savings, you ensure
that you prioritize your financial
future. Chapter 2 teaches that if
you wait to save whatever is left
over at the end of the month, you
will likely save nothing.

Understanding
the “Saving vs.
Investing”
Distinction – A
Key Theme
One  of  the  most  critical  sections  of
Chapter 2 is the contrast between saving
and  investing.  The  Money  in  Review
often tests  this  distinction.  Let’s  break
down the differences in a way that aligns
with typical answer expectations.
Saving: This involves putting money in
a safe, liquid account such as a regular
savings  account  or  money  market
account. The goal is to preserve capital
and have easy access to cash for short-
term  needs.  Examples  include  an
emergency fund, saving for a car down
payment, or setting aside money for a
vacation. Savings accounts typically earn
lower interest but are FDIC insured.
Investing:  This  involves  purchasing

assets like stocks, bonds, mutual funds,
or  real  estate  with  the  expectation  of
earning  a  higher  return  over  a  longer
period. Investing comes with more risk
and less liquidity. The money you invest
should  not  be  needed  for  at  least  five
years,  often  longer.  Examples  include
retirement  accounts  (401k,  IRA)  and
college savings plans.
In the Money in Review, you might be
asked  to  classify  certain  financial  goals
as  saving  or  investing.  For  instance,
“saving for a down payment on a house
in  two  years”  would  be  saving,  while
“building  a  retirement  nest  egg  over
thirty years” would be investing.

Practical
Application: How
to Use the
Answers to Build
Better Habits
Simply  memorizing  Dave  Ramsey
Chapter 2 Money In Review Answers is
not enough. The real value comes from
applying the principles to your own life.
Here are actionable steps based on the
chapter’s teachings:

Open a separate savings1.
account – If you don’t already
have an account dedicated to an
emergency fund, do this
immediately. Ramsey suggests
using a bank you don’t normally
use to reduce temptation.
Set up automatic transfers –2.
“Pay yourself first” by automating
a transfer from checking to



4

4 Dave Ramsey Chapter 2 Money In Review Answers 2023-07-21

savings on payday. Even $25 per
week adds up.
Calculate your own Rule of 72 –3.
Choose a realistic expected return
(e.g., 10% for long-term stock
market average) and see how
many years it would take for your
money to double. This can be a
powerful motivator to start
investing early.
Track your spending for one4.
month – Chapter 2 emphasizes
knowing where your money goes.
Use a budgeting app or a simple
notebook to see if you are living
below your means.
Avoid the “saving later” trap –5.
Many people believe they will save
when they earn more. Ramsey’s
teaching shows that if you can’t
save a little now, you won’t save
more later. Start small but start
now.

Common
Mistakes When
Answering the
Money in Review
Even with the correct answers in hand,
students sometimes get stuck because
they  misinterpret  the  question  or
confuse terminology. Here are pitfalls to
watch for:

Mixing up “emergency fund”
and “sinking fund”: An
emergency fund is for true
unexpected crises. A sinking fund
is for planned future expenses like
car insurance or Christmas gifts.
The chapter often questions this

distinction.
Thinking compound interest
works against you: Compound
interest can work for or against
you. When you save and invest,
compound interest grows your
money. When you carry credit card
debt, compound interest works
against you. Some review
questions test this understanding.
Overcomplicating the Rule of
72: The formula is 72 divided by
the interest rate. Some students
mistakenly use 70 or 75. Stick with
72 for the review.
Ignoring the “why” – Many
review questions ask not just for
the definition but for the reason
behind the principle. For example,
“Why does Dave Ramsey
recommend a $1,000 emergency
fund instead of a larger amount?”
The answer is that it is a starter
fund; Baby Step 2 focuses on
paying off all debt (except the
mortgage) before growing the
emergency fund further.

Integrating
Chapter 2 with
the Rest of the
Baby Steps
Dave  Ramsey’s  seven  Baby  Steps  are
sequent ia l .  Chapter  2  lays  the
groundwork for  Steps 1 and 2 largely.
The  Money  in  Review  answers  often
remind students that Step 1 is the small
emergency fund, and Step 2 is the debt
snowball.  In  many  editions,  Chapter  2
also  introduces  the  idea  of  a  written
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budget.  A  sample  question  might  ask:
“What  is  the  most  important  tool  for
managing your money?” The answer is
“a budget” or “a written spending plan.”
Ramsey  insists  that  a  budget  is  not
restrictive;  it  is  permission  to  spend
within your plan.
Understanding  this  chapter  thoroughly
helps students see why suppressing the
desire to invest before being debt-free is
crucial. Many people want to skip ahead
to investing, but Ramsey’s logic is that
debt is a risk that can derail even the
best investment strategy. The Money in
Review  reinforces  that  patience  and
discipline  are  necessary.

How to Study the
Answers
Effectively
Instead of rote memorization, try these
study techniques:

Teach someone else: Explain
the concepts out loud, as if you
were instructing a friend. If you
can teach it, you understand it.
Write your own summary: After
reading the chapter, close the
book and write a one-page
summary from memory. Then
check against the Money in Review
answers.
Create flashcards: For terms like
“compound interest,” “emergency
fund,” “sinking fund,” “pay
yourself first,” and “rule of 72,”
make digital or physical flashcards.
Apply to real numbers: Use your
own income and expenses to
create a mock budget. Calculate
how long it would take you to save

$1,000. See the Rule of 72 with
your own savings goals.

Advanced
Considerations –
For Self-Learners
and Parents
If  you  are  teaching  this  material  to
teenagers  or  using  it  for  your  own
financial  education,  remember  that  the
Money in Review is not the final exam. It
is  a  checkpoint.  Encourage  discussion:
“Why  do  you  think  Dave  Ramsey
emphasizes cash over credit? Why is an
emergency fund more important than a
vacation  fund  right  now?”  The  deeper
understanding will stick longer than the
answers themselves.
Some editions include a “Case Study” in
Chapter  2.  You  might  be  asked  to
analyze  a  scenario  and  determine  the
best  course  of  action  based  on  the
principles.  For  example:  “Sarah  earns
$2,000 a month. She has $500 in credit
card debt and wants to start investing.
According to Chapter 2, what should she
do first?” The correct answer would be to
save  a  $1,000  emergency  fund,  then
attack the debt. Only after that should
she consider investing.

Conclusion
Mastering  Dave  Ramsey  Chapter  2
Money In Review Answers is about more
than passing a test—it's about adopting
a  mindset  that  leads  to  financial  peace.
The chapter teaches that saving is not
an option; it is a necessity. By building
an  emergency  fund,  understanding
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compound  interest,  and  learning  the
discipline of budgeting, you set yourself
up for  success in later steps.  Use this
guide to check your answers, but more

importantly,  use it  as  a  launchpad for
real-life  action.  Take  the  principles
you’ve  verified  here  and  apply  them
today.  Your  future  self  will  thank  you.


