
Before You Begin
Budgeting is the process of creating a plan for financial health and
goal achievement.

It involves setting financial goals, tracking income and expenditures,
and making adjustments as needed to ensure financial stablity and
accountability.

A well-crafted budget allows you to allocate resources effectively,
prioritize needs and save for future aspirations.

An emotionally sound budget allows for you to have breathing room.

An emotionally resilient budget provides a safe container for your
nervous system to stay regulated.

An emotionally safe budget provides predictability so your nervous
system can regain calm.

1.1

An overview of the importance of budgeting for financial and
emotional health and goal achievement after financial disruption.

Renewed thinking for financial self-trust

This is a guide, not a rule or a law or even a promise. A guide. Be kind to
yourself as you go through this.

Financial Foresight:
Budgeting Guide
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Importance of Budgeting for Financial Health and Goal Achievement

2.Goals Setting and Achievement
By outlining specific financial goals-- such as saving for a home, paying off
debt, or building an emergency fund-- a budget provides a roadmap for
achieving these objectives. Regularly reviewing and adjusting your budget
ensures you stay on track to meet your targets.

3.Debt Management
Budgeting helps prioritize debt repayment by identifying surplus income that
can be allocated toward clearing outstanding balances efficiently.  A strategic
approach to debt management can reduce financial stress and improve credit
health.

Budgeting Guide

1.Financial Control
 Budgeting provides a clear pricture of where your money is going. This
awareness helps you take control of your finances, ensuring that spending
aligns with your financial goals and values.



1.3Renewed thinking for financial self-trust

Budgeting Guide
4. Emergency Preparedness:

A robust budget incorporates savings for unexpected expenses,
providing a safety net in times of emergency. This reduces reliance on
credit and fosters financial resilience.

5. Spending Efficiency:
Budgeting encourages thoughtful spending by distinguishing between
needs and wants. This reflection can lead to more efficient use of
resources, cutting unnecessary expenses, and maximizing savings.

6. Financial Peace of Mind:
Ultimately, effective budgeting leads to peace of mind. It minimizes
financial uncertainty, promotes a disciplined savings habit, and ensures
that resources are available for future needs and aspirations.

In essence, budgeting is a powerful tool for fostering financial health and
calming the nervous system after financial disruption. It empowers you to make
informed financial decisions, helps to secure a stable future, and lays the
groundwork for achieving personal and financial goals.
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Budgeting Guidance

1. Basic Concept: The 50/30/20 Rule (50% needs, 30% wants, 20%
savings/debt repayment) as a starting point for budgeting.

Introduction to the 50/30/20 Rule for Budgeting
The 50/30/20 rule is a simple and effective budgeting framework that
helps individuals allocate their income across three main categories: needs,
wants, and savings or debt repayment. This approach provides a balanced
way to manage finances while also ensuring long-term financial health.

50% for Needs:
Allocate 50% of your income to essential expenses, which are
necessary for maintaining your daily life. This includes housing (like
rent or mortgage), utilities, groceries, transportation, insurance, and
any minimum loan payments. These are expenses that are
mandatory and crucial to your basic living needs.

30% for Wants:
Dedicate 30% of your income to discretionary spending or
"wants"—the non-essential expenses that enhance your quality of
life. These can include dining out, entertainment, hobbies, travel,
and other leisure activities. This category is about enjoying

20% for Savings and Debt Repayment:
The final 20% of your income should go toward savings and debt
repayment. This includes building an emergency fund, contributing to
retirement accounts, saving for specific financial goals, and making extra
payments on existing debts. These actions aim to secure your financial
future and reduce financial burdens over time.

The 50/30/20 rule offers a flexible yet structured approach to managing your
finances, providing clarity in where your money goes while allowing you to
enjoy life responsibly. By applying this rule, individuals can cultivate healthy
spending habits and set a solid foundation for financial stability and growth.
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Budgeting Guidance
2. Understanding Expenses & Income

Activity: List monthly income sources and categorize expenses (needs, wants,
savings, debt)

By examining this sample list, you can better understand how to identify and
categorize your own expenses and income sources, laying the groundwork for
effective budgeting and financial planning.

Sample List of Common Expenses and Potential Income Sources

Common Expenses:
Needs (Essential Expenses):

Housing: Rent or mortgage payments
Utilities: Electricity, water, gas, internet, and phone services
Groceries: Monthly food and household essentials
Transportation: Public transportation, gas, maintenance, and insurance for
vehicles
Healthcare: Insurance premiums, medications, and doctor visits
Debt Repayment: Minimum payments on credit cards, student loans, or other
debts
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Budgeting Guidance
2. Understanding Expenses & Income

Activity: List monthly income sources and categorize expenses (needs, wants,
savings, debt)

Wants (Discretionary Expenses):

Dining Out: Restaurants and takeout meals
Entertainment: Movies, concerts, and subscription services like Netflix or
Spotify
Hobbies: Costs associated with personal interests or fitness classes
Travel: Vacation expenses, including accommodations and activities
Clothing & Personal Care: Non-essential clothing, beauty products, and salon
visits

Savings and Investments:
Savings: Contributions to an emergency fund or specific savings accounts
Investments: Retirement contributions (401k/IRA) or other investment
accounts
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Budgeting Guidance
2. Understanding Expenses & Income

Potential Income Sources
Primary Income:

Salary/Wages: Earnings from full-time or part-time employment
Business Income: Revenue from a personal business or
entrepreneurial ventures

Secondary Income:
Freelance/Side Jobs: Income from independent projects or side
gigs
Rental Income: Earnings from renting out a property or space
Investment Income: Dividends, interest, or returns from
investments
Royalties/Commissions: Earnings from creative works or sales

Supplementary Income:
Government Benefits: Social security, unemployment benefits, or
other assistance
Gifts/Inheritance: Financial gifts from family or friends, or
inheritance received
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Budgeting Guidance
3. Creating a Personal Budget

This sample budget uses the 50/30/20 rule as a guideline, illustrating
how to allocate income across various categories. It helps demonstrate
the balance between meeting essential needs, enjoying discretionary
spending, and focusing on financial goals like savings and debt
reduction. 

Steps:
Step 1: Calculate total monthly income.
Step 2: Categorize all monthly expenses.
Step 3: Compare expenses to the 50/30/20 guideline and adjust as needed.

Sample Personal Budget
Monthly Income:
Primary Salary/Wages: $3,000
Total Monthly Income: $3,000

Monthly Expenses:
Needs (50%):
Housing (Rent): $800
Utilities (Electricity, Water, Internet, Phone): $200
Groceries: $300
Transportation (Gas, Public Transport): $150
Healthcare (Insurance Premiums, Medicines): $100
Minimum Debt Repayment (Credit Card): $150
Total Needs: $1,700
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Budgeting Guidance
3. Creating a Personal Budget

Sample Personal Budget

Monthly Income:
Primary Salary/Wages: $3,000
Total Monthly Income: $3,000

Wants (30%):
Dining Out: $150
Entertainment (Movies, Subscriptions): $100
Hobbies/Fitness: $50
Clothing and Personal Care: $100
Total Wants: $400

Savings and Debt Repayment (20%):
Emergency Fund Savings: $200
Retirement Contribution (IRA/401k): $200
Extra Debt Repayment: $100
Total Savings and Debt Repayment: $500

Summary:
Total Monthly Expenses: $2,600 ($1,700 Needs + $400 Wants + $500
Savings and Debt)
Remaining Balance (or reallocating for additional savings): $400
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Budgeting Guidance
4. Use this worksheet to make notes about your personal budget
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Budgeting Tips

Set Clear Goals:
Begin with specific financial goals that your budget will help
achieve, whether it's saving for a vacation, creating an emergency
fund, or paying off debt.

Create a Detailed Plan:
Break down your budget into clear categories and allocate
specific amounts to each. Be realistic about your income and
expenses.

Automate Savings:
Set up automatic transfers to savings and retirement accounts to
ensure you’re consistently saving without having to think about it.

Track Every Expense:
Keep a daily record of all expenditures, no matter how small. This
practice helps identify unnecessary spending and areas for
adjustment.

Use Budgeting Apps:
Take advantage of technology with apps like Mint, YNAB (You
Need a Budget), or PocketGuard to monitor and manage your
finances on the go.

Review and Adjust Regularly:
Set aside time each month to review your budget and spending
habits. Adjust allocations and categories as needed to stay on
track.

Prioritize Needs Over Wants:
Ensure essential expenses are covered before indulging in
discretionary spending. This prioritization keeps your budget
balanced and aligned with goals.

Set Spending Limits:
Establish clear limits for non-essential categories to avoid
overspending. Monitor these closely to stay within your budget.

Stay Flexible:
Life changes and unexpected expenses happen; be ready to
adjust your budget accordingly without feeling discouraged.

Eliminate Unnecessary Expenses:
Regularly audit your expenses to identify and cut unnecessary
costs, such as unused subscriptions or frequent dining out. 
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Budgeting Tips
Use Cash or a Budgeting Envelope System:

Withdraw a set amount of cash for specific categories to control
spending. Once the cash is gone, wait until the next budget cycle to
replenish.

Build an Emergency Fund:
Contribute regularly to an emergency fund to cover unexpected
expenses without disrupting your budget.

Involve Your Household:
If budgeting as a family or household, ensure everyone is involved
and aware of the goals and allocations to foster mutual
accountability.

Limit Credit Card Use:
Use credit cards wisely and only when planned within your budget to
avoid accruing debt.

Celebrate Progress:
Recognize and celebrate milestones, whether it’s reaching a savings
goal or sticking to your budget for the month. Positive reinforcement
keeps motivation high.
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Additional Resources
Books:

"The Total Money Makeover" by Dave Ramsey - A step-by-step plan
for achieving financial fitness.
"Your Money or Your Life" by Vicki Robin and Joe Dominguez - A guide
to transforming your relationship with money and achieving financial
independence.
"I Will Teach You to Be Rich" by Ramit Sethi - A practical book offering
personal finance advice and a straightforward budgeting strategy.

Online Courses:
Coursera: Personal & Family Financial Planning from the University of
Florida.
Udemy: Personal Finance Masterclass - Easy Guide to Better Finances
by Life Progression Project.

Podcasts:
"The Dave Ramsey Show" - Offers advice on money management and
personal finance.
"So Money" with Farnoosh Torabi - Features conversations with
financial experts on budgeting and saving strategies.
"ChooseFI" - Focuses on achieving financial independence with
actionable budgeting tips.

Websites:
NerdWallet - Offers tools and advice on budgeting, plus reviews of
financial products.
Investopedia - Provides articles and tutorials on budgeting techniques
and personal finance.

Apps and Tools:
YNAB (You Need A Budget): Helps you take control of your finances
with a robust budgeting system.
Mint: Free budgeting and expense tracking app that integrates all your
financial data.

Blogs:
Mr. Money Mustache: A blog focused on frugal living and financial
independence.
The Simple Dollar: Offers budgeting advice and tools to help manage
your financial health.

Workshops and Webinars:
Look for personal finance workshops hosted by local libraries,
community colleges, or financial institutions in your area.
Online webinars hosted by financial experts, often available through
platforms like Eventbrite.

https://www.coursera.org/learn/family-planning
https://www.coursera.org/learn/family-planning
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Created by LuAnn Collins
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