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The Basics of Setting a Budget (Video)
 

Eleanor  Kreitler,  CFP®  –  Financial  Advisor

A budget isn’t about cutting out every expense or following rigid rules—it’s about
clarity and control. When you understand what’s coming in, what’s going out, and
what your priorities are, you can make confident financial decisions that align with
your goals. In this video, Grimes & Company financial advisor Eleanor Kreitler
breaks down the fundamentals of budgeting, from tracking income and expenses to
organizing your money in a way that works for your life. Whether you’re brand new
to budgeting or looking to refine your approach, this is a great place to start.

Watch the video below:
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VIDEO TRANSCRIPTION:
If you’ve ever wondered where your money goes each month, you are not alone. Creating a budget when you haven’t
previously had one can be intimidating and overwhelming, It’s actually much simpler than most people think, and it is
necessary for taking control of your finances.

We are not going to look at your budget and tell you everything you need to cut out in order to achieve your financial
goals. But what a budget does tell us is where the money is going and what we can change in order to achieve those
goals.

First we need to figure out our numbers. What is coming in and what’s going out? To figure out what’s going in, you’ll
need to include all streams of your income, salary, bonuses, side gigs.

A great way to see how much money actually hits your bank account is to take a look at your pay stub. Your pay stub is
going to tell you how much is taken out for taxes, how much is taken out for employer sponsored retirement plans, if you
contribute to that, an HSA if you contribute to that, as well as how much you’re paying for your health insurance. You can
use that information to determine some of your expenses as well, which is your next step.

Once you figure out your expenses, might be helpful to break it into two categories, essential and discretionary. Essential
expenses are those expenses that must be paid each month, your rent or your mortgage, your grocery bill, your electric
bill, for example. Discretionary expenses are where your extra money goes. You can think of this as fun money. Travel,
dining out, hobbies.

A great way to find out your expenses is to take a typical spending month and mark each expense with an E or a D. When
you’re finished with that, add them up.

The next step is to set your priorities. Your first priority should be making sure that those essential expenses are covered.
From there, you can figure out what is most important to you, whether it’s paying off your debt, creating an emergency
fund, saving for your child’s education. A helpful exercise is to write down every financial goal that you have and rank
them. Remember that this is your budget and should reflect what matters the most to you.

So now that you have your numbers and your list of priorities, our next step is to organize and allocate to different goal
buckets. There are a few methods for this. We’ll talk about two very briefly. The first is the 50-30-20 rule. This is an idea
that 50 % of your after-tax income is to go to essential expenses, 30 % goes to discretionary, and 20 % goes to savings
or debt payoff.

This is not a hard and fast rule and should be used as a guide.
Once you decide how much money you want to allocate to each spending category, means setting up automatic
transfers to different accounts. For example, if you decide you want to save $100 a month to your IRA, $200 a month to
your discretionary expenses and the rest are going to go to your essential bills Then what you can do is on the day that
your paycheck hits you can have an automatic transfer going out to your IRA for $100 $200 transfer going out to a
different bank account and the rest of your paycheck stays in your account and that’s what you use to pay bills out of.

This method forces you to save, but also ensures that you’re not overspending on those discretionary expenses.
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Your first month implementing your budget is going to feel little clunky. It may help to have a one month trial run with
the intention to review at the end of the month and adjust where you need to. Reviewing and adjusting are part of the
budgeting process. Your budget is going to evolve as your life and your goals evolve.

Actually sticking to your budget is half the battle. Try to make it easier on yourself by finding tools that can help.

There are many budgeting apps that make it easy to track. You can automate your savings so you don’t even have to
think about it.

Just like everything else, budgeting takes time and practice. It will get easier and more intuitive the more you do it. I really
encourage you to start small and take it month by month, adjusting where you need to. Budgeting and financial planning
go hand in hand. So if you’d like help building out a plan that’s tailored for you, feel free to reach out.

My name is Eleanor Kreitler and if you’d like any more information, feel free to go grimesco.com.

IMPORTANT DISCLOSURES:
This presentation is intended for general information purposes only. No portion of the presentation serves as the receipt of, or as a substitute for, personalized investment
advice from Grimes & Company Wealth Management, LLC (d/b/a Grimes & Company) (“Grimes”) or any other investment professional of your choosing. Different types of
investments involve varying degrees of risk, and it should not be assumed that future performance of any specific investment or investment strategy, or any non-investment
related or planning services, discussion or content, will be profitable, be suitable for your portfolio or individual situation, or prove successful. Neither Grimes’ investment
adviser registration status, nor any amount of prior experience or success, should be construed that a certain level of results or satisfaction will be achieved if Grimes is
engaged, or continues to be engaged, to provide investment advisory services. Grimes is neither a law firm nor accounting firm, and no portion of its services should be
construed as legal or accounting advice. No portion of the video content should be construed by a client or prospective client as a guarantee that he/she will experience a
certain level of results if Grimes is engaged, or continues to be engaged, to provide investment advisory services. Copies of Grimes’ current written disclosure Brochure and
Form CRS discussing our advisory services and fees are available upon request or at www.grimesco.com.
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