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A budget is an estimate of income and expenses for a set period of time. Creating a budget can
help you get control of your finances and achieve important financial goals, including buying a
car, saving for college, purchasing a home, and providing for a family. It can also be beneficial
in meeting unexpected financial challenges, such as losing a job. Generally speaking, budgeting
will help you improve every aspect of your financial situation in the future, and the earlier you
begin budgeting, the better off you’ll be.
Write down your financial goals. Before you start evaluating how much you can actually save
each month to achieve your important goals, you should consider setting some near-term
financial goals. This is essential to tracking your progress. So you need to:




Determine what percentage of your paycheck you would like to save.
Decide how much money you would like to save each month or how much money you
need to save in order to achieve one of your longer-term financial goals.
Consider how much money you want to allocate to future purchases, as well as how
much you want to contribute to an emergency fund and a retirement plan.

Whether your goal is to put away a couple of hundred—or a few thousand—dollars every year,
you need to know what that amount is. Once you have a realistic idea regarding how much you’d
like to save, review the steps below, which can help you determine precisely how much you
actually can save.
1. Track your income for a month. Figure out how much you make per month. Think in
terms of your net income, that is, the amount of money you actually take home (i.e., your
net pay) after federal, state and local taxes; contributions to employer-sponsored health
insurance; and so forth have been subtracted from your gross pay.
2. Track your expenses for a month. This is the most important step to budget creation.
You should record every purchase you make—without exception. No dollar should
escape accountability. If you bank online, it is extremely easy to track noncash expenses
and debit card charges by simply exporting the information from your user login to a
spreadsheet.
a. For example, Bank of America provides ready-made Household Budget
worksheets in Excel that can help you track expenses and compare your monthly
income against monthly expenses. If you share expenses with someone, this is a
great way to express joint expenses.
3. Create spending categories. Split your expenses into luxury items and necessities.
Necessities would include rent, groceries, car payments, insurance, utilities, and so on.
Luxuries would include dining out, entertainment, and other unnecessary items (e.g.,
extra trips to Starbucks).
To be safe, you should include your saving goal as a necessary item, so you would be less
likely to sacrifice saving for other luxuries. Excel is a wonderful tool for this because you

can color code your expenses, making it more obvious to tell which type of expense is
which.
4. Evaluate your budget. This is the final step in budget preparation. Take a good look at
your expenses. Do you see numerous luxury items that you can live without? One benefit
to having expenses displayed on an electronic spreadsheet is the ability to make quick
and easy calculations. You can set limits on your spending based on the results of your
calculations.
Besides preparing yourself for big purchases later in life, your budget can help save you from
going into debt in the event of an emergency that requires you to unexpectedly spend a large
amount of money.
Check your budget frequently
Keep in mind that it’s important to check your budget frequently to be aware of any changes that
may have occurred in your financial situation. Every three months is a good rule of thumb for
tracking your spending habits. Not doing so could result in overspending, under saving, and
therefore delaying your big financial goals.
What are you waiting for? Get started now!
Now that you know how valuable a budget can be to your financial future and achieving your
dreams, what are you waiting for? No doubt you’ll want to begin a savings program as soon as
possible. Begin by considering the steps outlined here. In addition, to help make your budget a
reality, you may want to use this helpful online Budget Calculator.
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