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Dave Ramsey Chapter 12 Test Answers

Understanding Dave Ramsey Chapter 12: Real
Estate and Mortgages

If you are taking Financial Peace University (FPU) by Dave Ramsey,
you already know that each chapter builds on a crucial aspect of
personal  finance.  Chapter  12 is  often the final  chapter  in  the core
curriculum and focuses on real estate and mortgages. This is a
milestone chapter because it  ties together everything you have
learned about budgeting, debt, and saving, and applies it to the
single largest purchase most people will ever make: a home.

Many students search for “Dave Ramsey Chapter 12 test answers”
not just to pass a quiz but to truly understand how to buy a house
without repeating the financial mistakes that led them to FPU in the
first  place.  This article will  serve as a comprehensive study guide,
covering the key principles, typical test questions, and practical
takeaways. By the end, you will not only be prepared for your test
but also equipped to make wise real estate decisions for life.

What Does Chapter 12 Cover?

Dave Ramsey dedicates Chapter 12 to the philosophy of buying a
home  debt-free  as  quickly  as  possible.  The  chapter
emphasizes that a mortgage is a necessary evil for most people,

but  it  should  be  approached with  strict  rules.  The main  topics
include:

The importance of a 15‑year fixed‑rate mortgage
Putting at least 20% down to avoid PMI (Private Mortgage
Insurance)
Keeping the monthly payment at or below 25% of your
take‑home pay
The difference between a home as a liability vs. an asset
(according to Ramsey, a home that still has a mortgage is a
liability)
The dangers of interest‑only loans, adjustable‑rate
mortgages, and 30‑year loans
How to calculate what you can afford using the
debt‑to‑income ratio

Understanding  these  concepts  is  essential  because  the  test
questions  are  designed to  check your  knowledge of  these specific
rules – not just your ability to memorize answers, but your grasp of
the reasoning behind them.

Key Principles from Dave Ramsey That Show



Up on the Test

When students look for “Dave Ramsey Chapter 12 test answers,”
they  often  want  to  know  which  principles  are  tested  most
frequently. Here are the core ideas you absolutely must remember:

1. The 20% Down Payment Rule

Dave Ramsey teaches that you should never buy a house unless
you can put at least 20% down.  Why? Because anything less
forces  you  to  pay  Private  Mortgage  Insurance  (PMI),  which  is
wasted money that does not build equity. Moreover, a small down
payment increases the risk of being “upside down” on the loan –
owing  more  than  the  house  is  worth.  This  is  a  common  test
question:  “What  is  the  minimum down payment  Dave  Ramsey
recommends?” – Answer: 20%.

2. The 15‑Year Fixed‑Rate Mortgage

Ramsey is adamant that you should never use a 30‑year mortgage.
The  15‑year  fixed‑rate  mortgage  builds  equity  faster  and  saves
tens of thousands of dollars in interest over the life of the loan. He
argues  that  if  you  cannot  afford  the  payment  on  a  15‑year  loan,
then you cannot afford the house. Test questions often ask: “What
type of mortgage does Dave Ramsey recommend?”  – Answer: A
15‑year fixed‑rate conventional mortgage.

3. House Payment ≤ 25% of Take‑Home Pay

No matter how much you love a house, your monthly principal,

interest,  taxes,  and insurance (PITI)  should not exceed 25% of
your  monthly  net  pay.  This  rule  keeps  you  from  becoming
“house  poor.”  A  typical  test  scenario  might  give  you  a  family
income  and  ask  what  maximum  house  payment  they  can  afford.
You  would  calculate  25%  of  their  monthly  take‑home  pay.

4. No Debt While Buying a Home

Before  even thinking  about  a  mortgage,  you  should  have zero
consumer debt (credit  cards,  car  loans,  student loans).  Ramsey
argues that debt reduces your ability to save for a down payment
and makes a lender see you as risky. Many test questions highlight
the  order  of  operations:  first  pay  off  all  debt  (Baby  Step  2),  then
save a 3‑6 month emergency fund (Baby Step 3), then save for a
down payment (Baby Step 3b or 4, depending on your version).

5. A Home Is Not an Investment (in the Traditional
Sense)

While your home will go up in value over time, Ramsey says you
should not count on appreciation to fund your retirement.  Your
home is  a  place  to  live,  and  its  primary  financial  benefit  is  that  it
eventually becomes a paid‑off asset. Tests may ask: “According to
Dave Ramsey, is a home an asset or a liability before it is paid off?”
– Answer:  A liability,  because it  still  has a mortgage and costs
money every month.
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Common Test Questions and the Reasoning
Behind the Answers

To  help  you  truly  understand  the  material  rather  than  just
memorizing “Dave Ramsey Chapter 12 test answers,” let’s walk
through a few typical questions that appear on the FPU quiz.

Question 1: What percentage of your take‑home
pay should your mortgage payment be?

Answer: No more than 25%.

Why:  This  keeps  your  housing  costs  manageable  so  you have
money left over for other expenses, saving, and investing. Many
people who exceed 25% end up struggling when an unexpected
expense arises.

Question 2: Why does Dave Ramsey recommend a
15‑year mortgage instead of a 30‑year mortgage?

Answer:  A  15‑year  mortgage pays off the house in  half  the time,
reduces total interest paid by more than half, and forces you to buy
a  home  that  fits  your  actual  budget.  The  lower  interest  rate  also
means less risk for the lender.

Question 3: What is PMI and why should you avoid
it?

Answer: PMI stands for Private Mortgage Insurance. It is required

when you put down less than 20%. It protects the lender, not you.
Dave Ramsey calls  it  “throwaway money”  because you get  no
benefit  from  it,  and  it  adds  hundreds  of  dollars  to  your  monthly
payment.

Question 4: True or False: Buying a home is the
single best investment you can make.

Answer: False. While owning a home can build wealth over time, it
is not a guaranteed investment. Dave Ramsey suggests that your
retirement  accounts  (mutual  funds  in  growth  stock)  historically
outperform real estate and are more liquid. A home is a great place
to live, but it should not be your primary investment strategy.

Question 5: What should you do before you start
house hunting?

Answer:  Get  your  finances  in  order.  This  means  being  debt‑free
(except the house),  having a fully funded emergency fund, and
saving a 20% down payment. Additionally, get pre‑approved for a
mortgage (not just pre‑qualified) so you know exactly what you can
borrow.

How to Prepare for the Chapter 12 Test

If  you  are  actively  looking  for  “Dave  Ramsey  Chapter  12  test
answers,” here is a study strategy that goes beyond cheating or
shortcutting the process. The FPU test is not designed to trick you;
it is meant to reinforce the lessons. Use these steps:



Read or listen to the chapter again. Dave Ramsey’s1.
teaching is packed with stories and analogies that make the
numbers stick. Pay special attention to his warnings about
ARM loans, interest‑only loans, and the “no money down”
trap.
Take the chapter quiz as an open‑book exercise first.2.
Look up the answers in the workbook or the Ramsey app.
This helps you see where you need more review.
Memorize the three key numbers: 20% down, 15‑year3.
fixed mortgage, 25% payment ratio. Almost every question
ties back to one of these.
Understand the “why.” For example, if you know why PMI4.
is bad, you can answer any variant of the question. The test
often presents scenarios – “John wants to buy a house with
5% down. What will he have to pay?” – and you need to recall
that PMI is the consequence.
Practice with sample scenarios. Create a calculation:5.
Given a monthly take‑home pay of $6,000, what is the
maximum mortgage payment? (Answer: $1,500). Then, at 4%
interest on a 15‑year loan, about how much house can you
afford? (This involves a more complex calculation, but the
test may ask for the payment cap directly, not the loan
amount.)

Why These Principles Matter Beyond the Test

Students sometimes view Dave Ramsey’s Chapter 12 test as a box
to check. But the real value of understanding these answers is that
they protect you from making a financial mistake that could haunt

you for decades. Consider the following real‑world consequences of
ignoring Ramsey’s rules:

30‑year mortgage vs. 15‑year: On a $250,000 loan at 4%,
a 30‑year mortgage costs you about $179,000 in interest. A
15‑year mortgage costs you about $82,500 – a savings of
nearly $100,000. That difference could fund a college
education or a comfortable retirement.
Too much house: Buying a house with a payment that is
40% of your income leaves you no margin for savings,
emergencies, or even fun. You become enslaved to the
mortgage payment, which is the opposite of financial peace.
Zero down payment: Without a down payment, you have
no equity. If the housing market dips, you could quickly owe
more than the house is worth, making it almost impossible to
sell or refinance without bringing cash to closing.

When you genuinely learn the answers to the Chapter 12 test and
apply them, you are not just passing a class – you are building a
foundation for generational wealth. Dave Ramsey’s entire program
is about living like no one else so that later you can live like no one
else. Chapter 12 is the culmination of that journey into the most
significant purchase you will ever make.

Applying the Lessons Beyond the Test

The “Dave Ramsey Chapter 12 test answers” are only useful if they
become  part  of  your  financial  habits.  Here  is  how  to  apply  each
lesson  immediately:


