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Why Budget?
If you don’t know how 
much money you have y y
coming in and where it 
is goes, your road to 
financial success will be 
a difficult one. 



70% of American families live 
Paycheck to PaycheckPaycheck to Paycheck

Don’t be a member of this 
group. 

Start today – Get control 
of your financial future



What a BUDGET will do for You

$ Allow you to learn how finances work in your 
liflife

$ Enable you to make good decisions about 
hhow you use money

$ Make you aware of where your money is 
goinggoing

$ Give you a way to save for specific items
H l t li ithi i$ Help you to live within your income- or 
decide if you need to increase it 



What a BUDGET will do for You

 Show you where to cut spending
 Provide methods for keeping good records of 

spending
 Allow you to spend money without feeling 

guilty
C t t Create a way to measure your progress

 Improve communication with other people



Step 1: Assess Needs and Wants

Make a realistic list of needs and wants

You can’t enjoy your new stereo if you’re 
living on cereal and baloney!living on cereal and baloney!



Step 1: Assess Needs

Make a realistic list of needs and wants

Needs Wants
Food I-Pad
Clothing Designer clothes
Housing Fancy House
Transportation New Car
Medicines Big TV
I B tInsurance Boat
Child Care Titan Tickets



Step 2: Set Goals

Make sure your goals are SMART…
Specific- such as “I need new tires”
Measurable- “I’m going to save $40/ month”
Attainable- make sure your goal is realistic
Relevant- make sure your goals are important 

to you & the things you valueto you & the things you value
Time related- set goals for a specific 

day/month/ or yearday/month/ or year 



Step 3: Make a Plan

Put things in Priority Order- Imagine the actions 
d t t k t t f hyou need to take to get from where you are 

now to where you want to be. 

Goals are dreams with deadlines! Post your 
goals where you will see them frequentlygoals where you will see them frequently. 
Find a picture to represent your goals. Make 
them happenthem happen.



PRIORITIZINGPRIORITIZING GOALSGOALS
1. Build an emergency savings of $_____________.

A. Put $50.00 from each paycheck for 5 months.

B U OVERTIME BONUS $$ t b ild i klB. Use OVERTIME or BONUS $$ to build more quickly.

2. Build a retirement account.

Put $50.00 (automatic deduction)

401(k)

Roth IRARoth IRA



Two Parts of Money Management

 The money that comes 
in INCOME

 The money that goes 
out SPENDINGin   - INCOME

 Regular take home 
income

out – SPENDING
 Must know what you 

are spending to p g
develop a plan for 
managing your money. 
Three type of expenses Three type of expenses



Making your Money

How much money comes in each month?
Income has two parts:
1) Gross income- total you actually earn
2) Net income (take home pay) - what is left 

over after your employer takes out 
d d ti f t S i l S itdeductions for taxes, Social Security, 
Medicare, and other needs.



Three Types of Expenses

 Fixed expenses

 Flexible (variable or controllable) Flexible (variable or controllable) 
expenses

Periodic or occasional expenses



Plan spending

 Fixed expenses
Housing

 Flexible/Controllable 
expenses– Housing

– Credit payments
– Auto and other 

payments

expenses
– Savings
– Clothing

Foodpayments
– Family care
– Insurance

Cable/Satellite TV

– Food
– Utilities/Telephone
– Household expenses

Personal expenses– Cable/Satellite TV – Personal expenses
– Transportation
– Entertainment



Plan spending

 Periodic/Occasional expenses
– Property taxes
– Insurance

A t t d i t ti d i t– Auto tags and registration and maintenance
– Gifts/Holiday expenses
– School– School
– Vacations



Track Your Spending

Why is this important?y p

D k hDo you know where your money 
goes? 



How Good is Your Memory?How Good is Your Memory?



How Good is Your Memory?

 Bed  Eat
 Rest
 Tired

 Comfort
 Sound

 Wake
 Slumber

 Snore
 Dream

 Night
 Awake



How Did You Do?



Track spending to stop money leaks

 Check register/stubs/canceled checks
 Receipt method
 Wallet tracker Wallet tracker
 Bills and invoices

C dit C d t t t Credit Card statements
 Calendars, diaries, pocket notebooks



After tracking spending What’sAfter tracking spending – What’s 
next?

Find a bookkeeping method that works p g
for you









P i di EPeriodic Expenses

Periodic expenses due yearly (orPeriodic expenses due yearly (or 
quarterly).  Examples include:

C i t ti / Li l t l– Car registration / License plate renewal

– Property taxes and insurance

– Holiday / birthday gifts and expenses



To Add Periodic Expenses 
into Your Monthly Budget:into Your Monthly Budget:

1 Divide the total by 121. Divide the total by 12
2. Set that amount aside during 

each monthly budget until theeach monthly budget until the 
expense is due



PERIODIC/OCCASIONAL EXPENSESPERIODIC/OCCASIONAL EXPENSES

Car Maintenance / Repairs $500

$License Tags

Insurance Payments

$100

$600

Gifts / Holidays

School

$800

$0

Taxes

Magazine Subscriptions

$200

$0Magazine Subscriptions

Vacations

$0

$200

$2400 / 12 $200/ th$2400  / 12 = $200/month





Fi dFixed 
Expenses

– Usually occur monthly

– Fixed expenses stay in the same range 
each month and generally can’t be 
changed by a simple change in spending 
habits

– Examples are mortgage or rent, basic 
tiliti h h d tutilities such as phone and water, 

insurance 





C t ll blControllable 
Expenses

– May be either monthly or occasionalMay be either monthly or occasional

– Controllable expenses can be 
changed (to some degree) by a g ( g ) y
change in spending habits

– Examples are food (groceries and p (g
dining out), gas and transportation, 
entertainment (movies, concerts, 
etc.))







You Can Save MoneyYou Can Save Money

No Matter What 



How much do I need in an 
emergency fund?emergency fund?

Wh t t dWhat amount do you 
need?



How much to save?

 If you have high level of credit to pay: If you have high level of credit to pay:
– 1-2 months’ net income

 If you have low level or no credit to pay: If you have low level or no credit to pay:
– 3-6 months’ net income

 PLUS savings for anticipated major PLUS savings for anticipated major 
purchases



Suggested reserve levels

If your Gross 3 Month Reserve is 6 Month Reserve Equals:
Income Is: Approximately:

$20,000 $3,800 $7,600

$25,000 $4,000 $8,000$25,000 $4,000 $8,000

$30,000 $4,900 $9,800
$35,000 $5,400 $10,800

$42,148 $6,500 $13,000$ , $ , $ ,
$50,000 $7,700 $15,400

$65,000 $10,000 $20,000

$80,000 $12,400 $25,000



Trimming Expenses

$ Pack lunch for work or school
Sh f t i b d$ Shop for store or generic brands

$ Use the public library
$ Choose free recreational activities$ Choose free recreational activities
$ Check resale shops or garage sales for bargains
$ Eat out less often$ Eat out less often
$ Handle home maintenance and repairs yourself
$ Use public transportation when possible
$ Take advantage of free activities



Savings Tips that Work!

 Use payroll deductions
S “b ” i t f d ift Save “bonus” income – tax refunds, gift 
money

 Save coupon money Save coupon money
 Collect loose change
 Save lunch money – bring your lunch Save lunch money bring your lunch
 Save money on sales
 Have a nothing week Have a nothing week



Pay Yourself First

Make your “savings bill” part of your spending 
plan, just like rent or utility bills. 

When you pay your other bills, pay your 
i bill b d iti isavings bill by depositing money in your 

savings account.



Pay Yourself First

$200 th f 1 $2 400 $200 a month for 1 year - $2,400
 $100 a month for 1 year - $1,200

$20 k f 1 $1 040 $20 a week for 1 year - $1,040
 $5 a day for 1 year - $1,825
 $2 a day for 1 year - $730



SAVINGS
It’s never impossible to 
save money, no matter 
how small the amounthow small the amount. 



Financial Survival Depends on 

Income exceeding expensesg p

If expenses exceed income, there’s two p ,
solutions: 

• Increase income
• Decrease expenses



Developing a BUDGET will show you…

$ What money is coming in
$ How much you spend on the basic needs -

fixed and variable expenses
$ How much you need to set aside for periodic 

or unexpected expenses
Wh t di$ Where you can cut spending 

$ What is left over for your wants



BUDGET is Not a Four Letter Word

Be positive
Understand the process
Decisions must be madeDecisions must be made
Goals guide the decisions
E l t d k hEvaluate and make changes
Track spending to stay on course




