CHEAT
SHEETS

Personal Finance & Budgeting Cheatsheet

A comprehensive guide to personal finance and budgeting, covering essential concepts, strategies, and tools to help you manage your money

effectively and achieve your financial goals.

Budgeting Basics
Understanding Budgeting

Steps to Create a Budget

Budgeting Methods

What is a Budget?

A budget is a financial plan that estimates your income
and expenses for a specific period (e.g., monthly, yearly).
It helps you track where your money is going and make
informed decisions about spending and saving.

Why Budget?
» Gain control over your finances.
» ldentify areas where you can save money.

e Achieve financial goals (e.g., paying off debt, saving

for a down payment).

» Reduce financial stress.

Key Budgeting Terms:
« Income: Money you receive (e.g., salary,
investments).
« Expenses: Money you spend (e.g., rent, groceries,
entertainment).
» Fixed Expenses: Expenses that remain the same
each month (e.g., rent, loan payments).

» Variable Expenses: Expenses that change each
month (e.g., groceries, utilities, entertainment).

» Surplus: When your income exceeds your expenses.

« Deficit: When your expenses exceed your income.

Saving Strategies

Setting Savings Goals

1. Calculate Your Income:

« Determine your net income (after taxes and

deductions).

¢ Include all sources of income (e.g., salary, side

hustles, investments).

2. Track Your Expenses:

» Monitor your spending for a month to
understand where your money goes.

» Use budgeting apps, spreadsheets, or

notebooks to record expenses.

3. Categorize Your Expenses:

« Group expenses into categories (e.g., housing,
transportation, food).

» Distinguish between fixed and variable

expenses.

4. Create Your Budget:
» Allocate your income to cover your expenses.

« Prioritize essential expenses (e.g., housing, food,

transportation).

5. Review and Adjust:

« Regularly review your budget and adjust it as

needed.
« |dentify areas where you can cut back on spending.

« Make sure your budget aligns with your financial

goals.

Effective Saving Techniques

50/30/20 Allocate 50% of your income to needs,

Rule 30% to wants, and 20% to savings and
debt repayment.

Zero-Based Allocate every dollar of your income to a

Budget specific expense or savings goal, so your
income minus expenses equals zero.

Envelope Use cash for variable expenses and

System allocate specific amounts to envelopes for
each category (e.g., groceries,
entertainment).

Budgeting Utilize budgeting apps like Mint, YNAB

Apps (You Need A Budget), or Personal Capital

to track your spending and manage your
budget.

Savings Vehicles

Why Set Savings Goals?
Having specific, measurable, achievable, relevant, and
time-bound (SMART) savings goals helps you stay
motivated and focused on building your savings.
Examples of Savings Goals:
« Emergency fund (3-6 months of living expenses)
» Down payment for a house
e Retirement savings
» Vacation fund
e Education fund
Prioritizing Savings Goals
Determine which goals are most important to you and

allocate your savings accordingly. Consider factors like
urgency, impact, and feasibility.

Debt Management
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Pay Yourself First ~ Automate your savings by setting up
regular transfers from your checking

account to your savings account.

Cut Unnecessary Identify areas where you can reduce

Expenses spending (e.g., eating out,
subscriptions) and allocate those
savings to your goals.

Use Windfalls When you receive unexpected

Wisely income (e.g., tax refund, bonus),
allocate a portion to your savings
goals.

Take Advantage Participate in employer-sponsored

of Employer retirement plans (e.g., 401(k)) and

Benefits take advantage of employer

matching contributions.

High-Yield Savings Account

A savings account that offers a higher interest rate
compared to traditional savings accounts. Ideal for short-
term savings goals and emergency funds.

Certificate of Deposit (CD)
A savings account that holds a fixed amount of money for
a fixed period of time, and the interest rate is fixed. Good

for savings goals with a defined timeline.

Money Market Account

A type of savings account that typically offers higher
interest rates than traditional savings accounts and may
come with check-writing privileges. Suitable for short-

term savings and emergency funds.

Retirement Accounts
Tax-advantaged accounts designed for long-term
retirement savings, such as 401(k)s, IRAs, and Roth IRAs.
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Understanding Debt

Debt Reduction Strategies

Avoiding Debt

Good Debt vs. Bad Debt

» Good Debt: Debt that can increase your net worth or

generate income (e.g., student loans, mortgage).

» Bad Debt: Debt that doesn't provide long-term value
and comes with high interest rates (e.g., credit card
debt).

Types of Debt

o Credit Card Debt

e Student Loans

» Mortgage

e Auto Loans

o Personal Loans

Importance of Debt Management

Managing debt effectively helps you avoid high interest
charges, improve your credit score, and achieve financial
freedom.

Investing Basics

Introduction to Investing

Debt Snowball
Method

Debt Avalanche
Method

Balance Transfer

Debt
Consolidation

Loan

Pay off your smallest debts first to

gain momentum and motivation.

Pay off your debts with the highest
interest rates first to save money on
interest charges.

Transfer high-interest credit card
balances to a card with a lower
interest rate.

Take out a personal loan to
consolidate multiple debts into a

single loan with a fixed interest rate.

Investment Options

Create a Budget

Track your income and expenses to identify areas where
you can cut back on spending and avoid unnecessary
debt.

Build an Emergency Fund
Having an emergency fund helps you avoid using credit
cards or taking out loans to cover unexpected expenses.

Avoid Lifestyle Inflation
Resist the urge to increase your spending as your income
grows. Instead, allocate the extra income to savings and

debt repayment.

Use Credit Cards Wisely
Pay your credit card balances in full each month to avoid
interest charges and maintain a good credit score.

Getting Started with Investing

Why Invest?

Investing allows your money to grow over time and helps
you achieve long-term financial goals such as retirement,
buying a home, or funding education.

Risk vs. Return
Understand the relationship between risk and return.
Higher potential returns typically come with higher risks,

and vice versa.

Time Horizon

Consider your time horizon when making investment
decisions. Longer time horizons allow you to take on more
risk, while shorter time horizons require more conservative

investments.
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Stocks

Bonds

Mutual Funds

Exchange-
Traded Funds
(ETFs)

Represent ownership in a company.
Can provide high returns but also come
with higher risk.

Represent loans made to a government
or corporation. Generally less risky than

stocks.

Pools of money from multiple investors
managed by a professional fund
manager. Offer diversification and

convenience.

Similar to mutual funds but trade like
stocks on an exchange. Offer

diversification and low expense ratios.

Open an Investment Account
Choose a brokerage account that suits your needs, such
as a traditional brokerage account, Roth IRA, or 401(k).

Determine Your Risk Tolerance
Assess your comfort level with risk and choose

investments that align with your risk tolerance.

Start Small
You don't need a lot of money to start investing. Begin
with a small amount and gradually increase your

investments over time.

Diversify Your Portfolio
Spread your investments across different asset classes,
industries, and geographic regions to reduce risk.
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