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Living Within Your Means, Our Final Thought...
When it comes to your personal cash flow, if you can’t measure 
it... you can’t manage it. People who have goals and plan for major 
expenses understand the need to manage their cash flow. 

Before anyone can take one meaningful step forward they must 
define where they are financially and compare the current reality 
to clear objectives that identify outcomes important enough to 
motivate your daily focus and action.

Start by preparing a cash flow statement determining how much 
income you have left over after all your fixed and variable 
expenses have been satisfied. This statement is based upon one 
simple calculation: 

Total Income - Total Expenses = Net Cash Flow 

Such a simple analysis can be done annually, quarterly or 
monthly, but is usually a monthly exercise when personal 
finances are concerned.

It is simple enough to do on a napkin at lunch and is the starting 
point in defining your personal financial reality. Knowing this 
specific "net cash flow number" and whether it is a positive, negative 
or neutral (i.e. zero or "break even") figure is a critical step in the 
process of succeeding financially.

Once one knows whether they have positive or negative cash flow, 
they can turn to the process of developing a spending plan. 

A spending plan differs from a cash flow statement because a 
spending plan both projects how you expect to allocate the cash 
flow and records how your money was spent at the end of the 
month. Thus, the difference in your spending pattern may not 
exactly match your projections. 

It is important to note that spending decisions encourage the setting 
of financial goals and allows those goals to be compared with the 
actual spending pattern so that occasional course corrections can be  
made before things get out of hand.  

Don't Be a Victim, Be Proactive Not Reactive...

Spending patterns are often learned over time. That means your past relationship and attitude about money will influence current and 
future financial decisions.The problem with habits of course, is that there habits, and lifestyle changes can be very difficult to overcome. 
Be clear... set goals for yourself. The 50-20-30 method referred to in last month's newsletter is a good place to start .

Old habits die hard, especially bad money habits. If you find yourself with no savings and spending more money than you earn, it’s time 
to drop those bad spending habits and start working towards better financial habits. Of course, breaking bad habits and starting new 
ones doesn’t happen overnight. However, with persistence and know-how, you can start transitioning to better money habits.

With that in mind, if you want to ditch poor money mindsets and ensure you're not sabotaging your financial health, consider the 
disruptive patterns outlined on the next page. Eliminating these bad habits from your day-to-day life can give you a better chance for 
financial success.
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Is  professional assistance necessary? According to the "Association for Financial Counseling and Planning Education" 
a national non-profit dedicated to enhancing financial literacy, ninety-three percent of financially successful 
individuals had a mentor who assisted them on their path to success.

Finding a great mentor can be challenging, but the benefits are real. Living from paycheck-to-paycheck without much 
thought makes it nearly impossible to know what you need to change or do differently when you have no yardstick 
to measure your progress.

Learn to Control These Financial Bad Habits...

You Neglect to Budget for One-Time Expenses
Creating a monthly spending plan is critical to monitoring your income and recurring expenses. However, one-time 
expenses will exhaust your working capital. So you should set aside a little each pay period for these occasional 
expenses.

You Overspend on Purchases You Don't Need
You must understand that managing your money is a deliberate exercise and pursue it with diligence, it’s the only 
way to get ahead.

You Haven't Established a Concrete Money Plan
This type of spending is akin to mindlessness, the No. 1 and most dangerous saboteur of financial well-being is 
mindlessness. 

You Make Impulse Purchases
A lot of consumers end up in a pattern of chasing credit card rewards, remember: if you’re buying something you 
don't need… to save money, you aren't really saving money.

You Don't Keep Track of Your Spending
The process of believing you're monitoring your expenses… when, in reality you are not… is called mental accounting 
and counterproductive, even naive.

You Delay Saving
This is a big mistake because the earlier you start, means the smaller your financial commitment needs to be for a 
potentially better result. 

You Allow Debt to Manage You and Not You Managing Debt
This is a classic problem for many people who struggle with money. Having to pay off debt, especially when you're 
broke, can really complicate your financial future.

Next Month...
We will beggin to explore "How to Maintain Liquidity"... have you ever heard the old saying, cash is king... well 
maybe, it's liquidity that makes the world go round though.

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...  have questions visit us at AbacusFinance.Net or call 800-921-1945


