By MoneyManagementi01.org

“l wish | was taught
this info earlier. | now -
have the knowledge
to make more
informed decisions,
it’s made things
easier and less
stressful. Plus my
father is totall
impressed!”

— college student o k

Empower Youfself: Become Financially Savvy

Financial knowledge is one of the most valuable and powerful skills anyone can possess. Yet
even intelligent adults often don’t adequately understand personal money management.
Unfortunately, this can lead to a lifetime of added stress and uncertainty.




= |Nntroduction

The purpose of this course is to help explain personal Pnance
basics and money management to young adults. !

A lack of understanding of basic money skills and not living within
your means is a dangerous situation. Money mistakes can take

many years to correct. This course will provide a basic overview
of personal Pnance, so that young adults will be better pr epared.

Few schools spend time teaching students about money . Money
management skills are important for young people entering

college; entering the workfor ce; whether they are living at home or
on their own.

It is not hard to Pnd a personal Pnance book or personal Pnance course. However, most of them focus on of fering advice on
making Pnancial decisions. This course does not provide advice, it simply explains some of the basics of personal bnance.

The content in this course is provided for educational purposes only. The content provides an overview of the subjects
presented. For more in-depth understanding of the topics pr esented, additional research is recommended.

Since each individual's situation is unique, please contact a qualiPed legal, accounting or Pnancial pr ofessional before
making any legal or Pnancial decisions or investments.
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Budgeting

Creating a Budget is one of the most important parts of personal

Pnance and money management. The main purpose of a budget is [Z[/[/ﬂ

to make sure your living costs are not greater than your income. & ((‘
/4/( s

Creating a monthly budget is extr emely important for young adults. ,4};‘ 2€ i

If you are moving out on your own or going away to college, you 3¢ .

need to create a budget. Whether you are getting your prst K

apartment or living in a dorm room, you need to understand o

whether your income can cover your living costs. Be sur e to work Ss(t' .

with your parents when creating a monthly budget. They will have ;z

a much better insights regarding your likely expenses.

Many young adults are shocked to Pnd out how expensive it is to live on their own. In fact, a lar ge percentage end up
moving back with their par ent(s) after they bnd they can©cover the cost of living independently . Many people who have
been living with their parent(s) are used to spending their paychecks on fun things such as entertainment, eating out,
consumer electronics, etc. They have not had to pay rent, utilities, insurance, and other living costs.

The primary purposes of a budget are:

¥ To project whether your income will be sufbcient to meet your living costs
¥ To map out where your money is going

¥ To evaluate your spending priorities

¥ To identify which expenses you need to r educe
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If you are currently living at home, you may not have a realistic idea of what your living costs
will be after youOve moved out. © get an accurate estimate of expenses, you need to consult
with your parent(s) and talk with a responsible young adult who lives on their own. College
Students, whether they live on or of f campus, should also ask a responsible local college
student with a similar living situation what their typical expenses ar e.

Adult Still Living at Home

A new term for young adults moving back with their par ents is Boomerang Kid. If you are
currently on a college campus or living on your own, but planning to move back home with
your parents, you still need to create a budget. Moving back home is an appr oach young
people use to save money. However, this approach results in increased expenses for the

parents. You should plan to contribute to the household costs.

Creating a Monthl y Budget

We have prepared a blank worksheet which br eaks down common expense categories for a young adult living on their own.
You may print out the attached budget and manually write in your estimates and totals. Y ou should debnitely perform this
exercise with your parents.

Estimating your Income for your Budget:
If you are working now, it should be fairly easy to determine your monthly income. If you ar e not working fulltime, but plan to
get a fulltime job and then move out on your own, make a r ealistic estimate of your income. Make sure you net out taxes

& other deductions.
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= Impo rtant P oints & Tips o n Using Credit Cards

¥ Improper use of your credit card, such as making late payments, will have a negative impact on your

credit rating.
¥ Mail in your payment several days before it is due to ensure that your payment is received on time.
¥ If possible, pay your balance in full each month.
¥ Never pay less than the minimum amount.
¥ Never skip a payment.
¥ Keep your receipts and compar e them to your credit card bill when it arrives.

¥ If your card is lost or stolen, report it to the cr edit card company immediately .
¥ Always keep your card in a safe place & keep your receipts. Never lend your card to anyone.

How to E valuate Credit Cards & Reading the Fine Prlnt
Make sure you comparison shop for cr edit cards, some offer better rates, lower
fees, etc. When shopping for the best cr edit card deal, some of the things you
should understand:

¥ Is there an introductory inter est rate, and how long does it last?

¥ After the introductory period ends, what will the inter est rate be?

¥ Does the card have a grace period before interest begins?

¥ Is there an application fee?

¥ Are there annual fees, late fees, or over balance fees?
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g Credit cards are a very expensive way to Pnance purchases, and interest expenses can become very costly if you maintain a
high balance. Suppose you get a new cr edit card and purchase a $1,000 item. You decide to make only the minimum
monthly payment of $20 each month. Assuming an 18% APR, it would take you 94 months to fully r epay your $1,000
purchase. During that 94 month period, you would have paid appr oximately $862 in interest. Therefore that $1,000 item
actually ended up costing you $1,862.

Ideally you should pay your entire balance each month. However, if you can® pay the entire amount, the more you pay each
month, the sooner you will pay of f your balance and youOll pay less inteest. Instead of only paying $20 per month, suppose
you paid $200 per month. Then you would have your $1,000 paid of f in 6 months with inter est costing you appr oximately
$47.

Conclusion: $47 in interest cost versus $862, shows you the expensive impact of just making the minimum payment.
Cash Advance on Credit Card
Many credit cards allow you to obtain a cash advance. However, you will probably have to pay a special fee when you take

an advance. Sometimes the interest rate charged on cash advances is higher than on regular purchases. Also, the amount
of cash advance allowed is often capped at an amount less than your cr edit card borrowing limit.
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= Tips to protect your personal information:
¥Unless it@ absolutely necessary, don® carry your Social Security Card or birth certibcate with you.

¥Shred any Pnancial documents or anything containing sensitive information befor e putting them in the

trash. ldentity thieves will dumpster dive for personal information.

¥ Do not print your driver@ license number, birth date, or social security number on your checks.

¥ When you write a check at a store, don®allow them to confirm your check by writing in your credit card number on the check.

¥ Avoid giving out your social security number .

¥ If your credit card bills, new cards, bank statements or other important documents donOt arrive in
the mail, there is a possibility that your mail might have been stolen by an identity thief. Be sur e
to inquire if these important Pnancial statements fail to arrive.

¥ Check your credit card statement for charges you did not make.

¥ Order a copy of your credit report at least once per year. Look out for cr editors on your

statement that you never applied for.
¥ Don®put outbound mail in your mailbox for your postal carrier to pickup. T ake your mail directly to a US postal mailbox.
¥ If you lose your ATM card or your credit card, alert your bank immediately.
¥ Be aware of your surroundings when you visit the ATM, don®let anyone observe your PIN (Personal Identibcation
Number). Also, be wary of robbers who might be waiting nearby .
¥ Carefully examine your phone and utility bills for unauthorized activity .
¥ Avoid using passwords or PIN numbers that might be easy for a thief to figure out (j.e. avoid birth dates, common names, etc.)
¥ Change your passwords often.
¥ Never leave your checkbook unattended. Also, keep blank checks and canceled checks in a safe place.
If you have a roommate, keep your personal information and documents in a safe place. Think of all the people who could
be invited in your apartment or dorm by your r oommate. You may trust your roommate, but can you trust your r oommate's
friends, family, etc. ?
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‘Basic FiInancial T erms

e

The following are general meanings of the following terms. Exact dePnitions may be debned differently in certain instances.
With that in mind, always read the bne print carefully in any transaction you enter.

1. Amortization: gradually paying down a loan over time by making installment payments of principal and inter est.

2. Amortization Period: the length of time necessary to fully repay a loan, assuming installment payments are made as

required.

3. Annual Percentage Rate (APR): the cost of credit expressed as a percentage on an annual basis. This includes all of the
Pnance chamges including interest and any fees.

4. Balloon Payment: a bnal lump sum payment at the end of a loan or lease that is required to fully repay the remaining
balance.

5. Budget: a bPnancial plan used to monitor income and expenses.
6. Closed End Credit: An installment loan that requires regular payment of principal and inter est over a set time period. An
auto loan is a common example. The initial loan amount is determined up fr ont. The borrower does not have the option of

increasing the borrowed amount as is the case in a revolving credit.

7. Collateral: also called security. Property that is pledged to secur e a loan to ensure payment of the obligation. If the loan is
not repaid as agreed, the collateral can be taken by the lender.
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