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The Fundamentals of Financial Well-Being

Budget Building




Budgeting helps you make informed decisions about
your finances.

A budget helps you decide where to spend or allocate your
money and whether you can spend less money on some
things and more money on other things. You can't accurately
make those decisions without a budget.

For some people, maintaining a budget is quite simple.
For others, it's a difficult chore. But, like most things in life,
your success at budgeting depends on your effort.

Getting started

To start a budget, you need to know your individual income or combined
household income. Determine the amount of your take-home (after-tax)
pay from three perspectives: annual, monthly and weekly.
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Track your spending

Once you understand your total income from all its sources, you need

to track every penny you spend for at least a month. It's the only way to
get a complete understanding of how much money is going out the door
every day.

Also keep in mind that the last 30 days may not account for your
variable spending in other months (think year-end holidays).
Looking at your past 6-12 months of credit card statements is a
good way to capture everything.

Bottom line: You can't create an accurate budget
unless you know exactly how you're currently
spending your money.




Understand your expenses Categorize your expenses

There are two different types of expenses you'll need to consider when
assessing your budget: fixed and variable. X =\ Target about 50% of your budget for
HH LIVING expenses.

VARIABLE

Lifestyle expenses that
will change each month Mortgage/Rent

FIXED

Necessary expenses that
stay the same each month

Regular savings should be
considered part of your LIVING
expenses. It is important to try
and save about 10% of your
income each month.

* Mortgage or rent e Grocery bill Savings

e Car maintenance costs Groceries

e | ejsure Child Care

e Car lease or loan

® |nsurance premiums

Your budget should focus first on allocating monies Clothing

to your fixed, necessary expenses. Heating Oil/Gas

Transportation

Phone

The 50, 30, 20 Guideline Electric

Once you have all your expenses accounted for, you can categorize Water/Sewer
your expenses into three groups: Living, Wants and Debt. Then allocate Car Insurance
your budget using the 50, 30, 20 Guideline.*

Home Insurance
Life Insurance
Health Insurance
Medical co-pays
Other

Other

50% 30% 20% S —
LIVING WANTS DEBT

Total
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* 50, 30, 20 is a guideline for your consideration. Your allocation may be different based
on your personal financial situation and other factors.




Categorize your expenses (continued)

Target about 30% of your expense
budget for WANTS.

Vacation

Entertainment

Dining Out

Clothing

Accessories

Electronics

Hobbies

Charitable Contributions

Education
(include extracurricular)

Home Decor

Cable

Internet

Refreshments (i.e., coffee)

Individual Meals
(i.e., lunch at office)

Gifts

Repairs
Sports/Fitness
Other

Other

Other

Total
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Helpful tip:

If you are looking to cut
expenses, your “WANTS"
expenses are the best place
to start!
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Target about 20% of your budget for
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Student Loan 1
Student Loan 2

Auto Loan 1

Auto Loan 2

Personal Loan 1
Personal Loan 2
Credit Card 1

Credit Card 2

Credit Card 3

Home Equity Loan
Insurance Policy Loan
Retirement Account Loan
Other

Other

Other

Total

DEBT payments.
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Things you can do next:
[ Prepare for the unexpected
I Avoid impulse purchases

IZrIdentify expenses you can
do without

[ Be flexible and adaptable

IZ(Manage your budget
every month!
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