MANAGING PERSONAL
FINANCES & BUDGETING

What you don’t know
can hurt you

Robyn Ewig
Senior Assistant Director of Financial Aid




Why Budgetg

» Operating without a budget is like ..
sl N Y \\‘z

driving a car without a steering
wheel... _

o A plan to meet your goals

o Minimize anxiety of how to " (NS

pay bills/expenses



The Planning Process

—

Set Savings Goals/Turn your NEEDS into GOALS

[

Long-term goals/Short-term goals

-

> A realistic goal is Specific '

— SMART (in mor Measurable
(———( ! ore ways Adjustable

E than one) Relevant
l Time-related

/




Building a Budget

Money In Money Out
 Determine your monthly « Estimate monthly expenses by category
income o Housing o Phone
« Ildentify other sources of o Fooc o Entertainment
money o Books/Supplies o Transportation
o Clothing o Healthcare




Basic Spending Plan Breakdown

. Must Have/Needs - Wants Savings
Savings
20%

Must Have/Needs
50%

Wants
30%



Make a Spending Plan

Where does my money go?
« Create a spending plan @ / ,_\\ _5:
« Set priorities
« Practice good spending habits:
o Look for sales
Use coupons
Buy store brands
Price compare
Don’t use credit cards for
things you can'’t afford

Consumer spending decisions are about 95% related to emotional needs.
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Personal Budget Worksheet

1
''''''''''''''' « There are a variety of online
budgeting calculators
available to you!
e 000 http://www.youcandealwithit.co

m/borrowers/calculators-and-
resources/calculators/budget-
calculator.shtml
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http://www.youcandealwithit.com/borrowers/calculators-and-resources/calculators/budget-calculator.shtml
http://www.youcandealwithit.com/borrowers/calculators-and-resources/calculators/budget-calculator.shtml
http://www.youcandealwithit.com/borrowers/calculators-and-resources/calculators/budget-calculator.shtml
http://www.youcandealwithit.com/borrowers/calculators-and-resources/calculators/budget-calculator.shtml

Savings/Investing and the Power of Time

$1,200,000

#,000,000 $990,000

$800,000

$670,000

$600,000

$445,000

Portfolio value at age 65

$400,000

$285,000

$200,000

$0 30 35 40 45

Age you begin investing

Source: Edward Jones. Assumes investing $550 per month and a 7% average hypothetical annual return. This example doesn't include taxes, fees and

commissions, which could reduce the return. Figures rounded to the nearest $5,000.
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Credit Card Caution /

« A powerful but dangerous tool
* A means for buying
something you don't need, at
a price you can't afford, with
money you don't have.




Credit Basics

o (Credit: Utilizing something now (e.g. education, car or home) and
paying for it over a period of time.
« 3 C’s of Credit
o (Character — How well do you honor your financial obligations
o (Capacity — How easy will it be for you to repay the debt
o (Collateral — Will the loan be secured by something




Who Reviews Your Credit?

Automotive

Employers Landlords dealers

Professional : :
Insurance Financial

companies lenders

licensing
boards

Others




Good Credit vs. Poor Credit — What
Does it Mean?

GOOD j BAD
; CREDIT CREDIT

« Lower interest rates « Higher interest rates

e Gould save hundreds, if not e Gan result in loan
thousands, of dollars in interest costs applications being rejected

« Allows you to be more selective when « (Can get denied for basic
choosing a lender services

- Gan mean preferred rate on car - Gan mean high cost premium

Insurance on car insurance



What’s on the Credit Report?

ames, current, & previous addresses, emplyers,
ate of birth

Records found on public documents: bankruptcies,
collection accounts, overdue child support

Credit granted and history & timeliness of
repayment, revolving, installment or open ended,
payment patterns for past / years

List of creditors and agencies who have requested
your credit report




Credit Score — FICO Ranges
FICO Scores range — 300 to 850

Only 18% of population have a FICO Score of 800 or better

1% of population have scores below 500

690-719
Good

720-850

" Excellent

. “300-629
Bad

&
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What Is Your Credit Score?
» Forecast of how well you will repay a loan as agreed during the

next 24 months — the higher the score, the better the forecast that
you will repay

« Snapshot of your credit history at a particular point in time

« Only includes factors related to an individual’s credit

« Always changing




Credit Impact: Rates & Payments

Credit Score APR Monthy Payment
781-850 5.64% $703
661-780 7.01% S747
601-660 9.60% $782
501-600 12.28% $774
300-500 14.78% $740

dource: xperian state of the Automotive Finance Market, Tourth quarter ZUZo

Based on a new car average price of $47,420



FICO Credit Score Factors

Credit Mix
10%

Pursuit of New
Credit
10% Payment History
35%

Credit History
Length
15%

Outstanding Debt
30%




National Credit Bureau Agencies

EQUIFAX
* Phone: 800-685-1111
 Website: www.Equifax.com

Experian
« Phone: 888-397-37142
+ Website: www.Experian.com

TransUnion
- Phone: 800-916-8800
« Website: www.TransUnion.com



http://www.equifax.com/
http://www.experian.com/
http://www.transunion.com/

Getting Your Credit Report

 www.Annualcreditreport.com
o Receive a free copy of report from each of 3
bureaus
= Ability to order report every 4 months to
monitor
* Must provide free if denied credit within 60 days
» Review for accuracy annually ¢

» Dispute incorrect information
- MYFICO.COM



http://www.annualcreditreport.com/

Final Takeaways
« Budget and plan how you will spend your money

« Check your credit report at least once a year — 3 times is even
better!
« Dispute false information right away

« Pay your debts on time and avoid taking unnecessary debt

o Save early and consistently
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