Ehlen Heldman

ehlenheldman.com

CPAWEALTHADVISORS

Budgeting Basics: Your Guide to Financial Freedom

Creating a budget is one of the most essential steps to managing your finances effectively. It helps you
control your spending, track your income, and ensure you are living within your means. More importantly,
a budget allows you to plan for the future, save for goals, and prepare for unexpected expenses.

Why is Budgeting Important?

1. Financial Clarity: Budgeting gives you a clear picture of where your money
is going. It shows whether your income can cover your expenses and if
adjustments are needed.

2. Debt Management: With a budget, you can prioritize paying off debts by
allocating funds specifically for this purpose. It helps prevent debt from

growing out of control.

3. Building Savings: Whether you are saving for a house, an emergency fund, or retirement, budgeting
helps you allocate funds to your savings goals, ensuring consistent progress.

4. Reduced Stress: Financial uncertainty can cause significant stress. A well-organized budget brings
peace of mind, knowing you have a plan for both short-term needs and long-term financial goals.

Getting Started

1. Assess Your Income: Start by listing all sources of income. This includes your salary, side gigs, passive
income, or any other inflows of money.

2. Track Your Expenses: Make a list of all your monthly expenses. Be honest and thorough—include
everything from rent or mortgage payments to coffee runs. If you aren’t putting money in a savings
accountyou are spending it somewhere.

3. Categorize Your Spending: Divide your expenses into categories such as fixed expenses (rent, utilities)
and variable expenses (groceries, entertainment). This can help identify where you can cut back. Use the
50/30/20 rule as a guideline: allocate 50% of your income to needs, 30% to wants and 20% to savings and
debt repayment.

4. Set Priorities: Determine your financial priorities. These could include debt repayment, savings,
investments, or upcoming big purchases. Allocate your income towards these priorities accordingly.

5. Review and Adjust Regularly: A budget isn’t static. Review it periodically to accommodate changes in
income, expenses, or financial goals.
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Tips to Stay on Track
1. Involve the Family. Agree on a budget up front and meet regularly to check your progress.

2. Start a new budget at a time when it will be easier to follow and stick with the plan (i.e. the beginning of
the year, not right before the holidays)

3. Find a budgeting system that fits your needs and makes it easier for you to keep track of your spending
4. Distinguish between expenses that are wants versus needs
5. Build rewards into your budget

6. Avoid using credit cards to pay for everyday expenses

A budget is a powerful tool for realizing financial stability and independence. It empowers you to take
control of your money, avoid unnecessary debt, and make progress toward your financial dreams. By
committing to a budget today, you’re setting yourself up for a brighter and more secure tomorrow.

Find Other Helpful Topics

Securities offered through Avantax Investment Services®™, Member FINRA, SIPC.
Investment advisory services offered through Avantax Advisory Services™.
Insurance services offered through an Avantax affiliated insurance agency.
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