Budgeting Basics: Your Guide to Financial Freedom

Are you tired of living paycheck to paycheck? Ready to take
control of your finances? Creating and sticking to a monthly
budget is the key to achieving your financial goals. Here's a
simple guide to help you get started:

1. Track Your Spending:

e Ildentify Your Income: List all your sources of income,
including your salary, side hustles, and any other regular
income.

e Categorize Your Expenses: Divide your expenses into

categories like housing, transportation, food, utilities,
entertainment, and savings.



e Use Budgeting Apps: Tools like Mint, YNAB, or
PocketGuard can help you track your spending
automatically.

2. Set Realistic Goals:

e Short-Term Goals: Prioritize immediate needs like paying
off debt or building an emergency fund.

e Long-Term Goals: Focus on future aspirations such as
buying a house, starting a business, or retiring early.

3. Create a Budget:

e Allocate Funds: Assign a specific amount of money to each
expense category based on your income and goals.

e Prioritize Savings: Make saving a non-negotiable part of
your budget.

e Be Flexible: Adjust your budget as needed to accommodate
unexpected expenses or changes in income.

4. Stick to Your Budget:

e Review Regularly: Check your budget weekly or monthly to
ensure you're on track.

e Cut Unnecessary Expenses: Identify areas where you can
reduce spending, such as dining out, subscriptions, or
impulse purchases.

e Reward Yourself: Celebrate your financial milestones to
stay motivated.

5. Emergency Fund:

e Build a Cushion: Aim to save 3-6 months' worth of living
expenses in an easily accessible account.



e Automate Savings: Set up automatic transfers from your
checking account to your savings account.

6. The 50/30/20 Rule

A popular budgeting method, the 50/30/20 rule suggests dividing
your after-tax income into three categories:

e 50% for Needs: Essential expenses like rent/mortgage,
utilities, groceries, and transportation.

e 30% for Wants: Non-essential expenses like dining out,
entertainment, and hobbies.

e 20% for Savings and Debt: Allocate funds for retirement,
emergency funds, and debt repayment.



How to Save Money

1. Follow the 50/20/30 Rule

Savings

you have enough savings already.
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3. Don’t Pressure Yourself
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3. Work gradually. Don't punish yourself by depriving

yourself of the things that make you happy.
Studies suggest that pressure is counterproductive.

wants like new clothes and gadgets, and 30% for savings. 2. Don’t spend money on non-essentials unless

1. Follow Elizabeth Warren’s advice on spending your finances
based on 3 categories: 50% for essentials like rent and food, 20% for

Sources:
What is 50/20/30 Rule? Investopedia.
www.investopedia.com/ask/answers/022216/what-502030-budget-rule.asp

Elizabeth Warren Budgeling System
vaww bankrale.com/personal-finance/
smarl-money/elizabeth-warren-50-30-20-budget/



Remember: Budgeting is a journey, not a destination. It takes
time and discipline to develop healthy financial habits. Start small,
be patient, and celebrate your progress. By following these simple
steps, you can take control of your finances and achieve financial

freedom.



