BUDGETING

SHORT AND LONG TERM GOALS

Everyone has financial goals.  Some are short-term goals, such as CD’s, computer games and clothes.  Others are long-term goals such as cars or university tuition, which you may not need right away but should begin saving for as soon as possible.  

Take a minute and write down your goals and decide if they are short or long-term goals.

	GOAL
	SHORT/LONG-TERM

	
	

	
	

	
	

	
	

	
	


FIXED AND VARIABLE EXPENSES

 

A good way to make sure you have enough money to spend and save is to use a budget.  A budget helps you make sure your income matches your expenses.  A budget also helps you with saving money.

 

	Each month, you may receive income from the job you have, and interest from the money you save.  Also each month you will have expenses.  There are two main types of expenses, fixed expenses and variable expenses.  Fixed expenses tend to be about the same each month, for example rent.  Variable expenses tend to fluctuate each month, such as clothing.
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One good way to create a budget is to track your income and expenses for one month, by keeping track of each type of expense and if that expense is a fixed expense or variable expense.  For the month, Morgan earned $890 and tracked expenses for the month to help create a monthly budget.  Fill out the table below using the expenses Morgan tracked.  Then total fixed and variable expenses.  Also calculate total expenses.  Was income greater than or less than expenses for the month?
 

Expenses: Gas bill $81, Going to a show $37, Food shopping $83, Income tax $305, Music CDs $38, Car repairs $21, New shirts $47, House Mortgage payment $244 

	 
	Category
Fixed
Variable
EXPENSES: 

 

 

Taxes 

 

 

Rent/Mortgage 

 

 

Utilities 

 

 

Groceries/Food 

 

 

Clothing 

 

 

Shopping 

 

 

Entertainment 

 

 

Miscellaneous/Other 

 

 

EXPENSES SUBTOTAL 

 

 

 

TOTAL EXPENSES (Fixed + Variable) 

  

 
	 


CREATING A BUDGET

A budget must be written down, start by using paper or open a new file on your computer.  Make columns for income, fixed expenses, short and long-term goals.  In each column, list all of the entries for a particular month and the corresponding dollar amounts.  Leave room to tall each column and to calculate what’s left over after meeting expenses and short-term goals.  See below.

SAMPLE BUDGET

	INCOME
	FIXED EXP.
	ST GOALS
	LT GOALS

	Wages          $450
	Lunches       $60
	Clothes            $150
	Used car        $6,000

	Allowance       60
	Gas                25
	CD’s                   32
	Tuition          20,000

	Gifts                25
	Phone            30
	Concert tickets   35
	

	
	
	
	

	                    $535
	                    $115
	                        $217
	                    $26,000


 Calculations
Total Income

$535

Less Fixed Exp.
  115

Balance

  420

Less ST goals

  217

Savings available
$203
For LT Goals

HOW CAN A BUDGET HELP YOU SAVE?

In addition to showing you the amount of money coming in and going out, a budget allows you to set priorities and make some important decisions.  Based on your own sample budget ask and answer these questions.

1. Do your expenses exceed your income or does your income exceed your expenses?

2. If you don’t have any money leftover for ST goals could you earn more money or reduce your fixed expenses?  How?

3. How many years or months do you have to reach your LT goals?  If you multiply your monthly savings by the number of months remaining, will you reach your goal?

4. If you answered no to #3 what can you do to increase your savings?

