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Budgets are Forecasts:

Forecasts of Income and Forecasts of Expenses

Forecasted Income $1,000

Forecasted Expenses $800

Surplus (Shortfall) $200
Budget Surplus

forecasted income >
forecasted expenses

Forecasted Income $1,000
Forecasted Expenses  $1,000
Surplus (Shortfall) $0

Balanced Budget

forecasted income =
forecasted expenses

Forecasted Income $800

Forecasted Expenses  $1,000

Surplus (Shortfall) -$200
Budget Shortfall

forecasted income <
forecasted expenses






‘Needs’ vs ‘Wants’

Important: Personal Circumstances Matter

o=

Must Haves

Necessary to satisfy
day-to-day needs

(ex. Transportation
to/from activities,
school, job, etc.)

Should Haves

Important, but
generally not
necessary to satisfy
day-to-day needs

(ex. Basic Personal
Vehicle)

Could Haves

Nice to have, but not
necessary to satisfy
day-to-day needs

(ex. Premium Electric
Personal Vehicle)
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Wants

Entirely discretionary,
but may enhance
lifestyle

(ex. New High-End
Sports Car)



Maslow’s
Hierarchy
of Needs

Maslow's Hierarchy of Needs,
created by psychologist

Abraham Maslow in 1943, is a
five-level model of human
needs. People meet basic
needs before focusing on
higher goals. This model
applies to budgeting because
you should start with your
basic needs (essentials), like
food and safety, before
spending on extras (wants),
like games or fun activities.

Self-Actualization

Achieving a big goal, like saving for
something you want

Recognition for hard work in
sports, hobbies, or school

Social

Family, friends, & classmates

A safe place to

live, develop,
learn, and grow

Physiological

Food, water, sleep, school snacks







Goal-Oriented Budgeting

Step 1
ldentify a savings
goal (EX. a hew
pDicycle)

Step s

Step 2
Determine how

MuUuch we need and

whnen we needa It




Envelope Budgeting System

Step 1 Step 2 Step 3 Important
Label envelopes When you Spend only what 8 When it’s gone,
with budget receive money, IS In each It’s gone — this
categories. divide it among envelope for helps prevent
the envelopes that category. overspending
based on your and keeps you
budget plan. within budget.

Clothes Concerts Hobbies Investing Savings Sports
25% 20% 10% 20% 10% 15%




50/30/20 Budgeting System

Approach
Determine total
monthly income.

Then, allocate the
Income as follows:

50% to necessities,
30% to wants, and
20% to investments
and savings.
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Sample Budget Guide

Budget Item Approach .m

Add up all expected income sources. Include earned

Use what’s left wisely: can be spent on discretionary

3 ¢

= Other Expenses,
Savings, or
Investments

expenses —your remaining “should haves,” “could haves,”
and some “wants.” The balance could also be saved or
invested.

=A-B-C-D-E

=|ncome ) . -
income, passive income, and portfolio income.
= Long Term Invest 15% for long term financial security (ex. A x 15
: : : : = 0
Financial Security retirement).
=|ncome Taxes Estimate income taxes from total income and tax rates. = A x [Tax Rates]
= Emergency Save 5% of after-tax income for emergencies. Build up 3 (A— C) x 5%
: : : =(A- 0
Savings to 6 months of expenses in savings.
= Essential Spend no more than 50% of after-tax income on essential
(13 b2 113 2 = (A = C) X 50%
Expenses expenses -- all “must haves,” and some “should haves.



Simplified Budgeting for Teens

Step 1: Add up your income (A)

* Estimate all the money you make: earned, passive, & portfolio income

Step 2: Save for the future (B & D)

* Invest 15% for long-term goals (like a big purchase or college)
 Save 5% into an emergency fund for unexpected surprises like fixing a phone

Step 3: Subtract taxes (C)

* Estimate how much you will pay in taxes or other deductions

Step 4: Cover your needs (E)

* Spend up to 50% of what’s left after taxes on important things like food, supplies, and transportation

Step 5: Use what's left for wants (F)

* The rest can go to fun stuff (games, movies), extras, or saving/investing even more!




Money
Mavericks

Objective: Use the
Simplified Budgeting for
Teens handoutto help a
student develop a
budget. The student
forecasts total income
for the year of $6,000.
The student anticipates a
10% income tax rate.
Calculate the amounts
for Steps 2, 3, 4, and 5.
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Once'you'have spent
money on something,
you cannhot spend it
again on something
else.



Beware of ‘Sneaky’ Costs

Don’t forget about ancillary costs when budgeting. They add up quickly!

Game Console
$500 + Sales Tax

4o

Headphones
$50 Each + Sales Tax

Controllers
$75 Each + Sales Tax

43

Batteries
$10 / Pack + Sales Tax

o

Video Games

$20to $70 Each +
Sales Tax

A

Electricity
$3 / Month + Taxes

L]

Monitoror TV

$200 to $2,000 +
Sales Tax

=

New Console

5-Year Obsolescence
$500 + Sales Tax



Visualizing an “Opportunity Cost”

Every Purchase Has an Opportunity Cost

“In economics, one of the most important concepts is opportunity cost—the idea that once you spend your money on something, you can't
spend it again on something else.” —Malcolm Turnbull

The Opportunity Cost of Drinking a Small Coffee Every Day (Ingest) vs. Investing that Money*

$200,000 B Ingest Small Coffee
m Invest Money Instead

150,000
100,000
% 9
50,000 S A — )
‘ | |
.J 85908 .J $14,576 ©
R . -
-$5,384 o
$10,768 e
50,000 -$43,070

5 Years 10 Years 20 Years 40 Years
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1. Abudget helps forecast income and
expenses to manage money better.

2. Prioritizing “needs” over “wants” is
essential to building a successful
budget.

3. Budgeting systems like Goal-
Oriented, Envelope, and 50/30/20
can help you save and spend wisely.




Where to Learn More

* Budgeting for Teens: 14 Tips for
Growing Your Money Young, by Mint

* Budgeting for Teens: What You Need

to Know by Rebecca Lake

* The Budget Book for Young Adults:
Guide on Budgeting Basics for
Beginners, Including the 50/30/20
Budget Approach by Sasha Winters



https://mint.intuit.com/blog/budgeting/budgeting-for-teens/
https://mint.intuit.com/blog/budgeting/budgeting-for-teens/
https://www.thebalancemoney.com/how-to-teach-your-teen-about-budgeting-4160105
https://www.thebalancemoney.com/how-to-teach-your-teen-about-budgeting-4160105
https://a.co/d/7ntShJz
https://a.co/d/7ntShJz
https://a.co/d/7ntShJz
https://a.co/d/7ntShJz

Money Mavericks Exercise Answers

Given: Income is $6,000 and Tax Rates are 10%

Budgetitem ___|__Formula__ Show Your Work | __Answer __

= Income $6,000 $6,000
= Long Term Financial _ o 0

Security Ax 15% $6,000 x 15% $900

= Income Taxes = A x [Tax Rates] $6,000 x 10% $600

= Emergency Savings = (A-C) x 5% ($6,000 - $600) x 5% $27O
= Essential Expenses = (A-C) x50% ($6,000 - $600) x 50% $2,700

= Other Expenses, _ $6,000 - $900 - $600 -

Savings, or Investments A-B-C-D-E $270 - $2700 $1 ,930



Money Mavericks Exercise Answers

Given: Income is $6,000 and Tax Rates are 10%

Step 1: Add up your income (A)

 Estimate all the money you make: earned, passive, & portfolio income $6’000
Step 2: Save for the future (B & D)

* Invest 15% for long-term goals (like a big purchase or college) $1 ,200
* Save 5% into an emergency fund for unexpected surprises like fixing a phone

Step 3: Subtract taxes (C) $600
* Estimate how much you will pay in taxes or other deductions

Step 4: Cover your needs (E) $2,100

* Spend up to 50% of what’s left after taxes on important things like food, supplies, and transportation

Step 5: Use what's left for wants (F) $2,100

* The rest can go to fun stuff (games, movies), extras, or saving/investing even more!
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