Module 4:

Money
Management
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Money Management /O

- It refers to the process of tracking and
planning an individual or group’s use of capital

- Iincludes budgeting, spending, saving, and
investing

- Also is strategy and techniques to determine
use of individual, company, or institution’s
capital.

- In personal finance it is important be
informed and apply money management for
financial wellbeing
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Money Management /o

- State and stability of an individual's personal finances and
financial affairs are called their Financial health
- Measuring Financial health
- Preparedness for unexpected events.
- Net worth
- Things you need and things you want.
- Savings
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Tracking Finances /O

- You can track income and expenses

- Categorizing to expenses to recurring bill, wants and needs
and tracking may help identify spending habits

- Can use traditional tools like pen, papers or sheets, notes or
even some finance applications
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Money Management

- Improve Financial Health by
- Employing budgeting to your expenses so you only spend predetermined

amount
- Budgeting for expenses, saving and investment.
- Allocate the emergency fund with goal of three to six months’ living
expenses
- Maintain proper credit score by managing your debt
- Manage your Debt using
- Avalanche or Snowball Methods
- Avalanche: paying much toward highest interest debt whil in
min. on others
- Snowball - opposite of avalanche
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Saving and Investing

- Saving is setting aside money for future use (purchases or emergency)
- Same as putting money inside piggy bank but instead done in saving
accounts which gains some interest.
- Pros
- Builds emergency funds
- Funds short term goals
- Minimal risk of loss
- Cons
- Lower yields than investing, bonds, stocks
- May lose out purchasing power due to inflation
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Saving and Investing /O

- Investing is way to grow your money over time by putting it to
work in financial instruments such as stocks, bonds, and mutual
funds.

- Involves some risk but also potential for higher returns

- Good for long-term goals - retirement, college saving

- Money is not liquid like in savings
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Saving and Investing

- Understanding interest rates

- Debt, savings may have employed simple or compound interest

- In simple interest the capital on which the interest is applied remains
same

- The compound interest considers the time value of money so the total
capital on which the interest applies may take inflation, accumulated
capital into account.

- So properly understanding the interest rate before saving or debt may

S\,




Financial tracking and budgeting /o

- Setting Financial Goals
- Specific, Measurable, Achievable, Relevant, and Time-Bound(SMART) Goals
- Examples: short term(buy bike), long term(start business)

- Tracking income and expenses to meet the goals.

- Employ budgeting, saving and investing strategies to attain
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Financial tracking and budgeting ctd:

- Budget is financial plan for specified period of time
- Some steps to budgeting
- Add up your total income
- Track your spending
- Set Financial Goals: save? Paye debt?, stop overspending?
- Calculate mandatory expenses
- Identify dept payments.(if in debt)
Make a spending plan
Adjust each month

«
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Budgeting Rules /o

- 50/30/20 budget for Needs, Wants and Savings

- Needs - includes must pay thighs groceries, utility bills,
insurance, debt payments

- Wants - non essential like dinner, movies, new clothes, latest

gadgets

Savings - Emergency funds, investing

Some other budget strategy are zero-sum - allocate every

earning to expenses or saving, and envelope- predetermined

amount for each envelope corresponding to expense CN




Apps for money management /O

- Apps helps you track income, expenses in real time

- It also helps set loan payment, saving, budgeting goals

- It can track the balances and availability of funds in
wallets and other financial accounts

- Offers availability anytime, speed and analytics on your
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Apps for money management /o

- MunshiG
- Sampatti
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Any Question?
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Thank You!!




