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Whether trying to save money or lose 
weight, there is no one-size-fi ts-all so-
lution. However, as with dieting, some-
times the fi nancial strategies that work 
best are a little offbeat, even fun. One 
of these effective savings strategies is 
the “bucket concept.” Rather than ad-
here to the traditional budgeting chore 
of writing down expenses and tracking 
them each month, the bucket concept, 
fi rst introduced in the book “Millionaire 
Mind,” suggests dividing spending into 
six categories and assigning a specifi c 
percentage to each bucket as follows:

• Allocate 50 percent for neces-
sities, including groceries, mortgage 
payments, car payments, utilities, gas, 
Internet, cell phone bills and anything 
else you “need.”

• Mark 10 percent for long-term 
savings to fund vacations, car repairs, 
house maintenance, clothing and other 
items you may not necessarily need to 
spend money on each month.

• Put 10 percent into retirement ac-
counts such as a 401(k) plan or IRAs.

• Spend 10 percent on activities or 
items you enjoy. Whether it’s dining out, 
a trip to the theater or an afternoon of 
golf with friends, allow yourself to have 
a bucket in your budget for things that 
make you happy and enrich your life.

• Reserve 10 percent for education 
needs, such as paying off student loans, 
saving for your children’s college edu-
cations or continuing personal develop-
ment.

• Donate 10 percent to charity.

Use a bucket, try a jar
When making allocations to each 

bucket, consider 100 percent of your 
total after-tax income. This means that 

in addition to income earned, you also 
divide inheritances, bonuses and even 
your tax refund into six categories. The 
key is that this money should never be 
commingled. The easiest way to fund 
each bucket is to open separate check-
ing accounts and have the appropriate 
percentage of your paycheck deposited 
into each account. 

Interestingly, however, many peo-
ple report success with substituting 
jars for checking accounts, particu-
larly for the “fun” account, where it’s 
easy to spend cash. Perhaps that’s 
because actually placing money in a 
jar  encourages them to think about 
 fi nance more often than at bill-paying 
time or during an annual review with 
a fi nancial advisor. Using a jar also 
can be especially effective if you are 
trying to save for a family vacation. 
For example, as your family sees the 
savings accumulate, it may be more 
inclined to make sacrifi ces to stay 
within the food budget. 

Potential holes in the bucket
In discussing the bucket concept 

with clients, there are some common 
reactions. Most notably, many say 
they spend far more than 50 percent 
of their income on necessities. Natu-
rally, you can adjust the percentages 
to refl ect your own circumstances. 
For example, if you need 65 percent 
for necessities, you might drop educa-
tion, charity and long-term savings to 
5 percent. 

However, you’re encouraged to at 
least reflect on the possibility of liv-
ing on 50 percent of your income. 
Often, simply considering the idea 
can help people start to prioritize 
expenses and think more proac-
tively about how they’re spending 
money each month. In fact, quite a 
few clients have realized they were 
living in homes that were too ex-

pensive for them. 
Debt is another issue that can throw 

a wrench into ideal percentages. If you 
have signifi cant consumer debt, you 
may need to direct more than 50 per-
cent to the necessities bucket in order 
to help dig out of the debt hole as soon 
as possible. However, once you’re out 
of debt, funding a long-term savings ac-
count can help you stay debt free. That 
is, as your long-term savings builds 
over time, you’ll have a cushion so you 
won’t have to use plastic to manage an 
unexpected car or home-repair bill. In 
that sense, long-term savings also can 
function as the traditional “emergency 
account.”  

Staying fi nancially healthy
Finally, the “Millionare Mind” insists 

that fun money be spent on a regular 
basis and cannot accumulate for more 
than 90 days, arguing that most budget 
plans fail because they create a spend-
ing plan that is too tight for comfort. 
Think of spending money on yourself as 
both a reward for saving in other buck-
ets and as a means of re-energizing your 
motivation to save more. 

Regardless of whether you choose to 
develop a “bucket” budgeting strategy, 
remember that using a budget is one of 
the best ways to stay on top of fi nancial 
health. Work with your fi nancial con-
sultant to create a sensible budgeting 
plan that best suits your lifestyle and 
fi nancial needs. ❑

Calamita is a fi nancial consultant at 
RBC Wealth Management in Charlotte. 
He can be contacted at todd.calamita@rbc.
com. 
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 Speaking Out is your opportunity to 

respond to what you read in Charlotte 
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local issues.

Send your comments by e-mail to 
news@thecharlotteweekly.com, by fax 
to 704-849-2504, or by mail to Speaking 
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