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Living Within Your Means...
Creating a spending plan is important at any age but it's especially 
critical and daunting for millennials. When rent, health care, cell 
phone bills and other costs previously borne by Mom and Dad 
gobble up your paycheck figuring out the rest is hard.

Also... travel, socializing with friends and spending on everyday 
needs can be tough to balance or jusitfy when measured against 
saving for some far-off future.

But now is the best time to master living within your means. You’re 
at a critical point. Not caring or understanding where your money 
goes will make you feel less and less in control. Learning to live 
within your means will help you prepare for the inevitable 
stressors later in life, like... buying a home, starting a family or 
unemployment between jobs.

Developing an effective spending plan will take some trial and 
error. At first you will dutifully record every dollar spent on a 
spreadsheet. But eventually you’ll get lazy and stop. 

Later when revisiting your previous effort, it will be a shock. Normally 
the fixed expenses will have stayed the same only to find your 
discretionary spending ballooned as you grew less focused on your 
spending plan. 

Accumulating too much cash in a checking or savings account could 
also be a negative. It may have been put to better use through 
investment or even the purchase of insurance to protect cash flow 
from unforeseen risks in the future. Your employer-sponsored 
benefits may provide a good foundation but as you age the need 
to supplement that program may become clearer. 

Start gradually to overhaul your money habits rather than all at once. 
Choose one category at a time by thinking about what you value 
most… what about separating yourself from a roommate so you can 
live alone? Maybe getting in shape with a personal trainer or social 
events beyond the local club scene. You can then prioritize those 
in your spending plan as you pare down discretionary excesses. 

Learning Financial Savvy Takes Time...

Most people are better at spending money than saving money. Emergencies and other life events won’t wait though. So the earlier you 
start managing money the more you may have available. And who doesn’t want more money?

Whether your goal is to squash credit card debt or to invest for your retirement, you’ll have a hard time getting anywhere if you can’t master  
cash flow. That’s because you need to know what you’re doing with each dollar coming in before you can earmark it for anything.

You were probably taught some basic skills growing up but too many people make it all the way to adulthood without ever learning basic 
money management. Spending plans are built around cash flow not the other way around. After creation, reconcile your spending 
pattern with the spending plan to see how money is distributed.

Financial savvy can take a while but the basics are fairly simple and never change. How you manage, spend and invest your money will 
have a profound impact on your life yet few schools teach these inportant skills. And individuals who embark on their own self directed 
journey often get overwhelmed by books, software and seminars with limited perspective.
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Next Month...
We begin outlining a process...
for “Living Within Your Means” there we will discuss some common concerns with day-to-day cash flow. 

This free educational newsletter was created to support our Professional Membership in the Association for Financial Counseling and Planning 
Education (AFCPE). 

AFCPE is a non-profit (501c3) and leader in the fight to improve the level of financial literacy. As providers to the Department of Defense 
Personal Financial Readiness Program and other private organizations such as the Financial Industry Regulatory Authority (FINRA) they have 
helped shape policy and practices for over 30 years nationwide. 

We proudly support that mission...  Visit us at AbacusFinance.Net

Most people have a desire to want the "finer things" in life. Big houses, new vehicles, expensive furniture, large 
flat screen TVs and the list goes on and on. At the end of the day these things should not define us, nor should 
they be a measurement of our success. Yet, many people get into debt because they feel that they simply MUST 
possess these things.

The average person lives 10-20 percent above their means according to Cambridge Credit Counseling...

Everyone has their own unique perspectives on life, debt, happiness and what it means to live comfortably. So 
there's really no definitive answer but making simple changes to the way you manage your finances can help 
avoid over-spending and live within your financial capabilities.

At a very basic level we should understand the need for and value of a spending plan, your road map for telling 
your money what to do over the short and long term. At its simplest a spending plan lists how much income you 
have coming in compared to what’s going out each month. Its just a cash basis accounting system.

However, staying focused on your financial goals can be difficult. You know what they are and you know you’ll 
be better off if you stick to them. But you also have a lot going on in your life and it can be hard to remain dedicated 
to something just floating around in your head. Remember this though, the most important personal finance 
rules don’t change. What your parents and grandparents did may not work for you. There may always be newer 
or better tools to manage your money.

However, spending less than you earn will always be beneficial. Having a consistent saving's plan is a good start. 
And evaluating for the long-term financial need is a necessary function of life.

If you’re feeling frustrated know that you are not the only one struggling. People interested in improving their 
financial situation understand they need short and long-term planning. But many lack the motivation to pursue 
those goals in a deliberate way and struggle to make progress.

Owning up to what you spend (or overspend) is scary. "Freaking Out" is part of the process, not fun, but true. 
You’ll feel disheartened when you realize something has to give. But the important thing to remember is you 
want to be spending your money on what is valued most (usually things which move your life forward) and that's 
your choice. The rest is negotiable...


