Help Me Help You – Modern Money Management
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If you fail to plan, you plan to fail.
Being financially literate involves being able to take care of yourself (and family) financially. This include being able to support yourself with ease.  
Given the importance of finance in modern society, lacking financial literacy knowledge can be very damaging to an individual’s long-term financial success.
Being financially illiterate can lead to a number of pitfalls, such as being more likely to accumulate unsustainable debt, housing insecurity, bad credit, reduced transportation options and increased debt.
Am I financially literate?
What you need to know to be financially literate:
· How to track where your money goes.
· How to make financial choices that get you to your goals.
· How to make a spending plan that will pay your bills on time, allow for saving, and living.
· How to save towards a goal like buying a house.
· How to set aside money for non-monthly expenses and emergencies.
· How to teach children about earning, spending, saving and giving.
· How to keep your financial paperwork in order.
· How to read your paycheck stub and pay taxes.
· How to create an income plan to manage your finances and make extra when necessary.
· How to prioritize and pay off debt.
· How to save, keep your money safe, and use basic investment tools to make it grow.
· How to build wealth and net worth by reducing debt and building assets.
· How to understand your credit report and build or re-build good credit.
· How to understand your insurance coverages, including health, come and car.
· How to manage your bank checking and savings account.
· How to be a safe consumer and where to find consumer protection and legal help.
· How to identify predatory financial practices and how to report fraud or identity theft.








Financial Goal Setting
1. Identify the goal.
2. Set a deadline for achieving the goal and be as specific as possible.
3. Estimate the cost of the goal, either in terms of time, and/or money. 
4. Break down the total cost into monthly amounts.
5. Identify the specific actions or tasks you will take to reach the goal. 
6. Track your progress. 

Using a Goal Worksheet
One of the easiest ways to start developing your goals is to use a financial goal worksheet. This sheet highlights all of the important information required for each goal and allows you to get a nice visual picture of what you want to accomplish and how to go about it. Let’s start with a sample goal.
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As you can see, the first part of our goal process is fairly specific. We want to create an emergency fund within 18 months. Now that we know what we want to accomplish and in what time frame, it’s time to put a dollar amount on this goal.
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So, you’ve determined that you need to put $10,000 into an emergency fund in 18 months. So far we have a specific goal, how much it is going to cost, and how long we have to accomplish it. So, that allows us to calculate what it will take each month to make that a reality. Some basic math tells us that in order to save $10,000 in 18 months we’d need to put aside $556 each month. Now that we have a specific and realistic number to work with it’s time to outline how we can accomplish that.
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This is where you get to go into detail and outline how you’re going to come up with the monthly commitment. For example, maybe you will cut back on a few meals out each month, drop the expensive premium movie channels, and open up a high-yield online savings account. Those were just some quick action examples and your action plan will be different depending on your situation. The more specific actions you list the more likely you’ll be able to follow through and reach that monthly commitment, and ultimately your goal.

Prioritizing Your Goals
Most of you will have multiple financial goals but limited resources. This often means you can’t
fully fund every single goal all at the same time. That’s ok! Don’t get discouraged and take some time to prioritize your goals so you are putting your time and money to work in the most efficient manner possible. Once you have your goal worksheet filled out you may want to label each one as either a long-term or short-term goal. I usually like to think of long-term as anything beyond five years.

Once you’ve broken down your goals into long and short-term you can start to prioritize. Usually it’s best to take a hard look at your short-term goals first. That’s because shorter term goals tend to deal with more pressing financial concerns such as getting out of debt, building an emergency fund, or taking care of something that is somewhat urgent. As you can probably guess, it wouldn’t make much sense to fully fund your retirement account if another goal is to create an emergency fund and you don’t have a penny in savings. So, focus on your short-term goals first and put most of your effort into those that are most important.

Then you should begin looking at your long-term goals. Now, this doesn’t mean you should put your long-term goals on the back burner while you tackle all of your short-term goals first. Not at all. Instead you should just be putting a little extra money or time into your short-term goals while cutting back on your long-term goals for the time being. Remember, even if one of your goals may be something 30 years down the road you still want to maximize all of the time you have. So while you may not be fully funding that goal while you’re focusing on paying off your credit card debt in the next two years it might not be a good idea to abandon that long-term goal completely. There is opportunity cost associated with all of your goals so it’s up to you to prioritize what’s more important to you and make sure you’re maximizing your efforts.
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Financial
Literacy
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The ability to understand
and effectively use
various financial skills,
including personal
financial management,
budgeting, and investing.
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