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Lesson 2
Making a Budget
Once you have completed the establishment of priorities and goals, you can begin to quantify
these goals into a budget or financial plan. The beginning point for any personal financial budget
is the preparation of a personal statement of financial position or balance sheet. This balance
sheet lists your assets and liabilities and enables you to determine your net worth by subtracting
liabilities from assets. This balance sheet is a “snapshot” of your financial position as of a point in
time. You can just list you assets and liabilities on a sheet of paper, create a simple Microsoft©
Excel Workbook yourself, or there are a number of templates available via internet websites for
assisting in the creation of this important document. An example of a personal statement of
financial position is displayed below:
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Personal Budgeting
After you have completed your statement of financial position you should know exactly where
you stand. The next step is to prepare a monthly budget of all your sources of income and all the
expenses you have to pay each month. Again, there are many Excel based tools available to assist
you in this process [insert links].You also can simply prepare your budget using a template similar
to the one shown below:
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If your expenses vary significantly from month you month, you may need to prepare a 12 month
budget.
Now you have a complete picture of your personal financial status, a balance sheet showing your
assets, liabilities, and net worth; and a monthly budget detailing your income and expenses.
These tools will enable you to determine what actions you might need to take to bring your
financial house in order. If you owe more than you own, or your assets are less than your liabilities
you might need to create a plan to reduce your debts by systematically paying them down. If your
expenses exceed your income, you might need to find a way to eliminate or reduce some of your
monthly expenditures. These steps must be undertaken before you can begin any investment
program. More information about this topic can be found in Lesson 9.
Let’s assume your financial house is in order, your assets exceed your liabilities; and your monthly
expenses are less than your income allowing you to begin an investment plan. The first step is to
establish or review your banking relationship.
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