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in Lwin is an engineer living in Chicago. He’s living

on his own for the first time and trying to manage his
money. Min says, “The first thing I did when I got my

offer letter from work, I made an Excel spreadsheet and I said,

financial plan
the bottom

line is relatively

‘Okay, this is the amount of money I’m getting. And these are the

simple: don’t

like ten thousand dollars. And to reach that goal, then I’d have

than what

expenses that I’m going to anticipate.’ I decided I wanted to save

spend more

to try to keep my weekly expenditures to a certain amount. But

you make.

the problem is, it’s really hard to anticipate expenses. It’s not like
you’re spending the same amount every week.”
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”

What is a budget?

A budget is an itemized inventory of income and expenses
in a given period. A budget includes:

• all sources of monthly income
• all required, fixed expenses (rent/mortgage, utilities,
phone, etc.)

• any other possible and/or variable expenses
You can prepare a budget using a spreadsheet, financial
software, or with pencil and paper.

Setting a Budget

• no or low minimum balance
• atMs near work or home
• Pay attention to fees
• compare interest rates on savings accounts
• online account access
to Prosper says, “Anytime you go shopping you should ask
yourself, is this a need or a want?”
A budget makes it easier to keep track of your bills and pay
them on time. It will also help you to set financial goals and
actually reach them.
When you are first starting out in life, it’s hard to always be
practical. It is way too easy to buy things on impulse. You
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The first step to creating a budget is listing your fixed
expenses and your variable expenses. Fixed expenses are
expenses that don’t change, such as rent, car payments,
or insurance premiums. Variable expenses are expenses
that change according to how much you use them.
Examples of variable expenses are food, clothes, credit
card payments, and entertainment. It is also a good idea to
divide your list into wants and needs. Wants could consist
of entertainment, trendy clothing, and cable TV. Needs are
rent, food, gas, electricity and possibly your phone bill.

what to look for in a bank

Before you make your budget, you need to know how much
you are spending in each category—you should not guess
or estimate your expenses. To get an accurate picture of

Every penny ought to have
a purpose.
your spending you should keep a money diary. Write down
every thing you spend. You may be surprised to discover
how much you are paying on little things like coffee and
bottled water. Once you know how much you are truly
spending, you can easily see where you can cut back, and
from there you can go on to create an accurate spending
plan.
It’s important to realize the difference between wants
and needs. Michelle Singletary, the author of The Power

setting a budget

• separate needs from wants
• create a spending plan

Michelle Singletary

don’t have to nickel and dime every part of your life, but
taking a minute to check yourself when buying anything is
good practice. Take the advice of Michelle Singletary, “Every
penny ought to have a purpose.”
It is important to build a contingency plan, or emergency
fund, into your budget. If you lose your job, you’re going to
have a hard time making ends meet without a paycheck.
A typical emergency fund should cover your expenses for
three months.
With any financial plan the bottom line is relatively simple:
don’t spend more than you make. How can you be sure that
you’re not making this mistake if you don’t keep track of
what’s coming in and what’s going out?
It takes dedication and it does take time, but keeping track
of your money can bring you rewards that will last long into
your life.
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activity: make a budget
1. For one month write down
everything you spend money on,
don’t leave anything out.
2. Separate your expenditures into
categories (rent, bills, clothes, food,
entertainment, etc).
3. Separate your categories into needs
and wants. Needs are things like
rent and bills. Food may fall under
the need category while dining out
with friends may fall under the want
category.
4. Add up everything you are spending
for the month (both needs and
wants).
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5. Subtract that number from the
amount of money you bring home
each month (your net income).
6. If you have a negative number, you
are spending more than you are
making. If your number is positive,
you are living within your means.
7. Go through your want categories
and see where you can cut back.
8. Make a new spending plan. Decide
how much you will spend in each
category. Hopefully you will have
some money left over so you can
start saving!

Choosing a bank

With your first job comes your first
paycheck. You will need a bank
account to cash your check or deposit
it. When searching for a bank, think
about what you want and need from
a bank. Are you going to bank online?
Do you need a bank with ATMs and/or
a main office close to your house? Do
you want free checking? Make a list
of everything you want and need in a

bank. Next, add these items: no or low
minimum balance, interest rates, and
a list of fees.
When Min was looking for a bank
he “was looking at interest rates
and maybe any kind of benefits or
bonuses.”
Some online banks may have better
interest rates, but you won’t be able
to go into an office. You need to

When you are just starting out it is
important that you choose a bank
account with no, or a low, minimum
balance. You don’t want to get hit

I decided I wanted to save like ten
thousand dollars. And to reach that goal,
then I’d have to try to keep my weekly
expenditures to a certain amount. But the
problem is, it’s really hard to anticipate
expenses. It’s not like you’re spending the
same amount every week.
decide what matters to you. Most
traditional banks also have online
banking. You can do most of your
banking online: pay bills, transfer
money, and check your statements.
No matter what type of bank you
decide to use, it’s a good idea to pay
your bills online. Paper statements
can be easily stolen, and with them
your identity.
You may want a checking account
that comes with a debit card. A debit
card is like a credit card, except that
the money automatically comes out
of your checking account. When faced
with the “debit or credit” question you

Min Lwin shopping

budget
guidelines
• 30% on
housing
costs
• 20% of your
monthly
take-home
pay on debt
payments
10

should answer “credit.” The money
comes from the same place, but your
PIN number cannot be accessed by
identity thieves. Also, your friendly
shop clerk is charging you an extra 50
cents each time you say “debit.” Those
small charges really add up.

• 10% on
savings

with high fees if you go under the
minimum.
You may also want to consider a credit
union. A credit union differs from a
bank because credit unions are owned
by the members who have accounts
with the credit union. In other words,
a credit union is owned by you.
Credit unions may have lower fees
and better loan rates. Many credit
unions are smaller than banks, but
they often offer the same financial
services; including savings accounts,
checking accounts, credit cards, debit
cards, online banking, and certificates
of deposit. Credit Unions are insured
by The National Credit Union
Administration (NCUA), the federal
agency that administers the National
Credit Union Share Insurance Fund
(NCUSIF). The NCUSIF, like the FDIC’s
Deposit Insurance Fund, is a federal
insurance fund backed by the U.S.
government. As long as you choose a
bank or credit union that is either FDIC
or NCUSIF insured, your money should
be safe if anything happens.
Emily Torres is a San Francisco-based writer;
she has written for Salon.com, YoungMoney.
com and many other publications.

