MANAGING YOUR MONEY
Managing Your Money – Where does your money go?

If you track your spending for a month or so, you'll have some answers.

To create a budget you need to know how much you spend each month - and compare that figure to your take home pay. That information will help you figure out how wisely you manage your money.

There are many ways to track your spending. Here are a few suggestions:

· Keep a small notebook handy & write down everything you buy & every bill you pay. 

· Keep all your receipts in an envelope or shoe box. 

· If you have a computer, create a file for entering your income and expenses. 

Remember to include:

· Housing (rent or mortgage payment, property taxes) 

· Food (groceries, restaurants, sandwiches, coffee, sodas, snacks) 

· Auto (car payment, gas, repairs, insurance), parking or commuting expenses 

· Home (cleaning supplies, maintenance, homeowner's/renter’s insurance) 

· Clothing, dry cleaning, hairdresser/barber and personal grooming supplies 

· Utilities (phone service, long distance, electricity, oil or gas, water) 

· Credit card payments (if you are carrying a balance) 

· Student loan payments 

· Insurance payments (premiums) 

· Entertainment (movies, books, magazines, toys, cable TV, Internet access) 

· Child care / Child support or support to other dependent family members

· Medical bills 

· Legal expenses 

· Savings (transfers to savings account, retirement fund etc.) 

· Vacations 

· Income taxes in addition to those withheld from your paycheck 

When you add up your income, include paychecks along with any income you received from other sources, such as a part-time job, tax refunds, child support payments, alimony, rent, investment income or gifts.  Subtracting monthly expenses from income gives you your personal bottom line. Does your income cover your expenses? If not, you have some decisions to make—you need to figure out how to spend less or earn more. To live within your means, create a spending plan.

The balancing act

Your checking account and checkbook register are important money management tools. If you pay your bills when you get your paycheck, you'll have a better idea where you stand until next pay day.

Remember to:

· Balance your bank statement when you receive it. Most banks make it easy to balance your account—just follow the step-by-step instructions that come with the statement. 

· Record in your checkbook and deduct every check you write, every ATM or debit card transaction you make and any bank fees you pay. 

· Don't forget to subtract any automatic payments and deductions (such as savings transfers or bill payments such as memberships or utility bills) from your bank balance. 

Cutting back on expenses

Many people can find that a few small changes add up to big savings.   Cutting back begins with seeing if you have any expenses that you can reduce or cut out entirely. To discover what you can do without, try to make it through one week without buying anything except absolute necessities, such as groceries and gas for the car.

Other ways to spend less

· Make a shopping list & stick to it. Buy sale items, generic products and bulk items when possible
· Check out cooperative buying programs through local organizations
· Prepare meals at home. Bring bag lunches to school or work. Avoid expensive take-out coffee drinks. Buying a cappuccino every work day can add up to $800 per year!
· Be careful when you shop at big stores that have all kinds of stuff—if you go in for groceries, you may be tempted to buy other items you don't really need
· Use the library for family entertainment – books, magazines, CDs, games & even movies are free. 

· Lower your thermostat during the day when you're out of the house & at night when you go to bed
· If you use an air conditioner, set it at a higher temperature than usual
· When you can, walk, join a carpool or take public transportation instead of driving
· Instead of going away on a lengthy vacation, take short day trips or camping trips close to home
See if you can:

· Take advantage of income tax programs, such as the Earned Income Tax Credit, or low- and moderate-income assistance programs. 

· Start a home-based business that does not require a high initial cash outlay, such as a handy-person service, baby-sitting or sewing. 

· Hold a garage sale to sell household items and clothing you no longer need. 

Don’t ignore your payments if you’re short on money. At the first sign of trouble, contact your creditors to explain your situation.  They may be willing to set up an adjusted payment plan until you work through your economic downturn, allowing you to get back on track without negatively affecting your credit report.
Whatever you do, don’t procrastinate. If you let things slide the resulting negative information stays on your credit report for at least seven years, up to 10 years for bankruptcy. And since employers, landlords, and insurers request credit bureau information in addition to lenders, a poor credit record can affect far more than your ability to borrow.

Consider credit counseling. If you’re buried in debt and can’t see a way out, get some help. Contact the National Foundation for Credit Counseling, www.nfcc.org or 800-388-2227, for the location of the NFCC member agency office nearest you.  The NFCC is the nation’s longest-serving and largest nonprofit credit counseling network of community organizations. NFCC agency offices, often called Consumer Credit Counseling Services, provide money management education, free or low-cost confi-dential budget and debt counseling, debt management programs, and homebuyer education seminars.

Don’t borrow your way out of debt. Avoid using so-called payday loans to make car, utility, or other debt payments. The Consumer Federation of America says that payday loans are an expensive way to get an advance on your next paycheck and often lead to perpetual debt and coercive collection tactics.

Payday loans are short-term loans, typically under $500, that borrowers promise to repay out of their next pay-check or regular income payment. Payday loans are usually priced at a fixed dollar fee, which represents the finance charge. According to the Federal Deposit Insurance Corporation, because these loans have such short terms to maturity, the cost of borrowing expressed as a percentage can range from 300% to 1,000% or more.

Here’s an example from the Federal Trade Commission: Say you write a personal check for $115 to borrow $100 for up to 14 days. That’s a $15 finance charge, which equals an APR of 391%. The lender agrees to hold the check until your next payday.

At that time, depending on the particular plan, the lender may either deposit the check or you may redeem it by paying the $115 in cash. Alternatively, you may pay a fee to extend the loan for another two weeks. If you roll over the loan three times, you would end up paying a finance charge of $60 to borrow $100.

Before considering a payday loan, first try to work out an extension or new repayment plan with your lender. Or ask you credit union or other financial institution for a short-term loan. Then work on avoiding future financial crunches by creating a budget, tracking spending, lowering your expenses, and building an emergency fund.

Beware of quick fixes. Avoid so-called credit repair clinics that promise to repair your credit reports for a substantial fee. The offer may seem tempting, but these credit repair scams can’t fix anything you can’t fix yourself. Only time and conscientious effort to repay your debts will improve your credit report, and no one can have accurate or current information removed from your credit reports.

Plus, it’s easy and free to request that credit agencies correct any inaccurate information you find on your reports. So before you pay for services from a credit repair outfit, some of which parade as nonprofit programs, check with your state Attorney General or local consumer protection agency.

For more information
The Federal Trade Commission’s Website on Credit, www.ftc.gov


Managing Your Money – 3 Ways to Start Chipping Away at Your Balances

If you’ve run up big credit card bills or taken on too much other debt, here are three smart ways to start chipping away at your balances.

Pay off your highest-rate debts first, while making the minimum monthly payments on all your debts, pay extra on your highest-rate debt until you eliminate your outstanding balance. A debt reduction calculator can help you figure out which debt to pay off first and how much to pay monthly towards all your loans.

Once you’ve paid off your highest-rate debt, shift that fixed monthly payment to your next highest debt. With these steady payments, you’ll pay down your debt more quickly and save a bundle in interest.

Consider paying off a high-interest rate loan in one shot.  If you’ve built up some relatively high-interest rate debt, like a credit card balance, think of ways to raise money to pay it off all at once.

Or consider dipping into any savings you have, since the interest you’re paying on your credit card is costing you more than you’re earning on your savings account.  Either way, commit to not rerunning up your debt and concentrate on building or rebuilding your savings account as soon as possible.

Cautiously consider consolidating your loans.  If you have high-interest debt, such as large balances on several credit cards, look into combining them into one lower-rate credit card or loan. Make your not-for-profit credit union your first stop, and avoid high-interest rate consolidation loans from finance companies.

Then make your best efforts to redirect the money you’re saving in interest toward paying down the loan.  Meanwhile, don’t run up new bills or you could end up even deeper in debt than you were before.

If you’re a homeowner, another option is to consolidate your debt into a home-equity loan. This may seem like an attractive option since the interest paid may be tax deductible. However, you may be swapping short-term debt for long-term debt, which means you’ll end up paying more in interest over the long run.  What’s more, you’re putting your home on the line. So if you go this route, get serious about repaying the loan as soon as possible and commit to not running up additional debt.


Managing your money: These Traps May Be Hazardous to Your Wealth
Money. It’s hard to get and easy to lose. It doesn’t take long for the wealth you’ve accumulated to disappear if you don’t manage your money well or have a plan to protect your assets from sudden calamity.  Snares like the ones mentioned below could easily threaten your financial security. Planning ahead can protect you and your loved ones from getting caught.

Undisciplined Spending
The more you have, the more you spend — or so the saying goes. But not paying close attention to your cash flow may prevent you from saving enough money for your future. Manage your income by creating a spending plan that includes saving and investing a portion of your pay. Your financial professional can help identify planning strategies that may help boost your savings and potentially reduce your taxes.

High Debt
With the easy availability of credit, it isn’t hard to understand how many people rack up high credit card balances and other debt. Short-term debt will become long-term debt if you’re paying only the minimum amount toward your balances. If you can’t pay off your credit card debt all at once, consider transferring the balances to a card with a lower interest rate.

Unprotected Assets
Your life, your property, and your ability to work should all be protected. Life insurance can provide income for your family if you die. Homeowners and automobile insurance can help protect you if your home or car is damaged or destroyed and provide liability coverage if someone is injured. Disability insurance can protect your income if you’re unable to work.

Unmanaged Inheritance
A financial windfall is great, but it also can be dangerous. Without solid advice on managing and investing the money, you could find that your inheritance is gone in a much shorter time than you would have thought possible. Your financial professional can help you come up with a plan for managing your wealth. Setting aside a portion of the money to spend on a trip or other luxury while investing the rest may be one way to reward yourself and still preserve the bulk of your assets.

Neglected Investments
Reviewing your investments to make sure they’re performing as you expected — and making changes in your portfolio if they’re not — is essential. But it’s also essential to periodically review your investment strategy. You may find that your tolerance for risk has changed over time. You’ll also want to assess the tax implications of changes you plan to make to help minimize their impact.

Retirement Shortfall
If you’re not contributing the maximum amount to your retirement savings plan, you’re giving up the benefits of pretax contributions and potential tax-deferred growth. Maximizing your plan contributions can start you on your way to a comfortable retirement — with no traps along the route.



Managing your money: Smart moves to make now
Do you know what your net worth is, or how much you spend each month and on what? How about how much you can expect from Social Security – or any pension plan? What’s your investment asset allocation? Are you adequately insured? And is the information in your credit reports accurate?

Now’s the time to find the answers to these and all those other financial questions. Here’s how to get started.

Get organized.  Your first task is to create a personalized financial filing system with your files in order you’ll be able to keep track of your money & put your hands on important records when you need them.
Try this easy filing method: Label accordion file pockets with broad financial categories such as Retirement Plans, Loans, and Life Insurance.  Then label regular file folders with subcategories that fit your situation and file them into the accordion file pockets.

As you file your financial papers into your new system, weed out old documents such as expired insurance policies that have no possibility of claims, outdated mutual fund annual reports, and records from vehicles you no longer own.

Once you’ve got your filing system set up, look through your records to find what important information you’re missing. For example, to estimate how much money you’ll need in retirement you’ll need informa-tion about your employer-sponsored retirement plan and an estimate of your expected Social Security retirement benefit. Likewise, make sure you have all your current investment statements, insurance policies, and loan papers.

Calculate your net worth and get a true picture of your spending. Once your information is at your fingertips, it’s easy to find out where you stand financially by creating a computerized net worth statement and a list of your income and expenses.
Calculate your net worth by entering the current value of all your assets and liabilities into a money management software program. For your assets, include your home, vehicles, personal property, savings, investments, and retirement accounts. For your liabilities, include your mortgage, credit card balances, and any other outstanding debt.

To make a list of your income and expenses, review your recent paycheck stubs, checkbook register, and credit card statements for the past year and track your miscellaneous spending. Then enter your information into a money management software program.

Next, with your list of income & expenses create a target saving and spending plan. Include your short- and long-term goals. Once you’ve got your plan set review it regularly & make any needed adjustments.

Double-check your safety nets. If you haven’t already, build an emergency fund of at least three to six months’ living expenses. Keep your emergency fund where it’s accessible, such as in a savings account & resist the temptation to dip into it for anything but true emergencies, such as illness or unemployment.

Meanwhile, if you haven’t done so in awhile or you’ve had changes in your life, do a comprehensive insurance check-up. Review your health, disability, life, vehicle, homeowners, and personal liability policies to make sure you’re adequately covered.

Equally important, write or update your will. If you die without a will your assets will be distributed according to state law, not necessarily according to your wishes. At the same time, check that your designated beneficiaries on your life insurance policies, retirement plans, and investments reflect your current wishes.

You also need to prepare for the possibility of incapacity by creating or updating three necessary documents. A durable power of attorney for finances allows you to designate someone you trust to manage your financial affairs. A durable power of attorney for health care appoints someone to make decisions about your medical treatment. And a living will spells out your wishes regarding the use of life-sustaining procedures.



Managing your money: Tips for couples
Are you & your partner financially compatible, or do you often argue about money? In either case getting your finances in order is the first step towards financial harmony. Here are some tips to get started.

Talk about money. Whether you're a new or established couple, take the time each year to jointly set goals, do a financial inventory, and review your progress. There are no rights or wrongs when it comes to couples and money. The main thing is that you both participate in major decisions and that you're both well informed about your financial situation.

Size up your safety net. Periodically review your health, disability, life, homeowners, vehicle, and personal liability coverage to make sure you're both adequately covered.

Also check that the beneficiaries on your life insurance policies, IRAs, and employer-sponsored retirement plans reflect your current wishes. This task is especially important since the designations on these documents supercede your will instructions.

Do a credit checkup. Importantly, if you’re a married couple you’re both responsible for debt you incur on joint accounts. Plus, joint accounts appear on both your credit reports.  So if one of you has a poor credit history it will affect the other when you apply for credit jointly. And if you miss a payment on a joint account it will negatively affect both your credit records.



Managing your money: Tips for teaching kids
According to the most recent survey sponsored by the Jump$tart Coalition for Personal Financial Literacy, today’s high school seniors still lack basic money management skills. The Coalition’s nationwide survey measures 12th graders’ knowledge of personal finance. The written exam tests for knowledge of such topics as paying taxes, using a credit card & saving for retirement. In the latest survey available, 65% of the students failed the exam with only 6% scoring a C or better.

That’s why no matter how old your children are now it’s essential to help them learn how to manage money wisely. Here are some suggestions based on your child’s age:

Ages 5 to 10

· Begin giving your children a weekly allowance to offer hands-on money management experience.  An allowance makes it easier to learn how to save because children know they’ll get a set amount of money on a regular basis.

· Let your children save for and buy something they really want.  Savings habits are only reinforced with rewards, so saving must be tied to spending.

· Set up 3 coin banks labeled Save, Spend, and Share. Have children contribute a portion of their allowance and gifts to each to teach them how to save regularly, spend wisely, and give to others. When the save coin bank builds up take children to open their first credit union savings account.

· Provide opportunities to earn extra money by doing additional household jobs -- those above their regular responsibilities.

Ages 11 to 14

· Include children on shopping trips to help teach them what things cost and smart-shopping techniques.  Let them help compare product qualities, prices, return policies, and warranties.

· Encourage odd jobs such as baby-sitting, yard work, or pet care. And encourage children to use their own money to buy beyond-the-basics clothing and accessories.

· Direct your child to the American Savings Education Council (ASEC) online Savings Calculator (www.asec.org). The ASEC is a nonprofit national coalition of public and private institutions that provide personal finance education. Their calculator will help your child calculate how much he or she needs to save every month to reach his or her savings goal.

Ages 15 to 18

· Begin to discuss saving plans for upcoming goals, such as college and cars.

· Consider giving teens a seasonal clothing allowance, beyond their regular allowance.  After setting guidelines and limits let them make their own choices.

Consider helping financially responsible teens get their own share draft/checking account. Also consider letting financially responsible older teens use your credit or debit card or get their own with your cosignature. 

This article is for educational purposes only and is not intended to provide specific tax or legal advice. For answers to tax questions, please see your tax professional. For legal questions, consult an attorney.
