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Fnancial Literacy - What's My Budge t?

Overview

As studentsbegin to eam money, tisimportant thatthey develop budgeting
skillsin orderto be fiscally responsble. Thisprojectallows studentsto consider
therrpersonalinteractions with money and then create a budgetformanaging
thermoney. Students willleam the value ofthe dollarand how to save for
future expenses.

Suggested Age Group(s)
e Middle school, high school; Grades 6-12
Content Standards and Cumiculum Alignment

Thislesson on fmancialliteracy aligns with math content fornumberand
operatonsaswellasdata analysis. Students will use reallife scenarios to
organize fnancesand create budgetsto manage cash flow.

Proje c t Instruc tions

Objectives
e Students willide ntify sourcesofincome
e Students willide ntify expenses
e Students will distinguish between a need and a want
e Studentswilcreate a personalbudget
e Studentswil assesstherrpersonal spending and saving

Materials Needed
e Hand-outs(attached)
o Sample Monthly Budget
o Personal Monthly Budget
o Calculators (optional)
De finitio ns:
e Budget-the amountofmoneythatisavailable for,required for,or
assigned to a particularpurpo se
e Savings-anaccount(asina bank)on which interestisusually paid and
from which withdrawalscan be made
e Income -a gamnorrecumentbenefit usually measured n money that
dernvesfrom capitalorlabor
e Want-to have a strong desire forsome thing
e Need -a physiologicalorpsychologicalrequire ment forthe welFbeing of
an o1ganism
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e Expenses-financialburden oroutlay: costorcharge
¢ Credit-anamountorsum placed ata person'sdisposalbya bankor
otherentity
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CreditCard - a card authorzing purchaseson credit

Credit Rating - an estimate,based on previousdealings,ofa person'sor
anorganization's ability to fulfil fmancialcommitme nts

Interest- a fee paid on bormowed assets

Iesson

Ask studentsto share whatthey know aboutcreating a budget. Hold a
disc ussion with studentson whatit meansto save money. Ask some of the
following questions to start the c onve rsation:
e Doesanyone have a steady source ofincome (job orallowance)?
Whatdo youdo with yourmoney when you get it?
e Do youspend moneyorsave money?
e Doesanyone know the difference between a wantand a need?

o Awantcanoftenbe confused with a need. A want is
something that would be nice,but you can live without. 'This
might include temssuch asmovie tickets,candy, soda, video
games, DVDs,books, and so on.

o Aneed issomething that you must have in orderto live your
daily life. Thisincludesfood, shelter, water,clean clothes, and
S0 on.

e Whatare some wantsand needsthatyou spend money on?

e Doesanyone keep trackofhisorherspending? Doesanyone keep
a budget?

e Whatare strategiesyou use to follow yourspending habits?

Inform studentsthatitisimportant to understand how to track spending
and saving propedy. Explain that keeping a budgetcan help avoid debt.
Keeping a budgetcan also help save n orderto buy important
unexpected items, such asmedicine. Saving money can also help
purchase more expensive ite ms in the future.

Whatto ook out for: Inform students thatitis important to unde rstand
creditcardsbefore applying forthem. Inpropedy applying forand not
paying offcreditcardscan ruin a person’scredit rating. Some credit
cardshave very high interest ratesand make it hard to pay them off. Itis
mportantto maintain a good credit rating imn orderto apply forfuture
creditcards,schoolloans, home loans,and carloans. kisalso important
notto applyfororhold too manycreditcardsatonce. Theycanbe hard
to manage and wilalso loweryourcredit rating. Thisincludescreditcards
from clothing and department stores.
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e Present students with the Sample Monthly Budget(see attached). This
sample budgetwill give studentsanidea of how to create a basic
spreadsheet forcontrolling expensesand documenting nmcome. Ask for
studentsto share what they find intere sting about the budget. Encourage
students to ask questions. Askthem ifthisbudgetcanbe changed to save
even more money. What are the wantsand needsin thisbudget?

e Iftime pemmits, pre se nt students with 15 Money Making Rule s Kids Sho uld
Ieam (found underadditional re sources).

Project
e Hand outthe Personal Monthly Budgetformm (see attached). Ask students

to rankitemsby therimportance by placing a numbernextto each item.
These temsneed to be paid for fist.

e Next, askstudentsto fill out theirbudgetformsto the bestoftheir
knowledge (use computersifavailable). Fa studentdoesnothave an
mcome, ask him/herstil to fillout the form to estimate expensesand how
much money he/she spends.

Reflection
e Askforstudentsto share theirbudgets. What wassurprising? What wasnot
surprising ? Are there te ms studentscan live withoutin orderto save more
money? Whatitemsare needsand whatitemsare wants?

e Review: Whyisitimportantto keep a budgetand save money? How wil
you change the way you save and spend now that you know how to
keep a budget?

¢ Remind studentsthatsome banksallow people to track theirspending
online .

Additional Resources
e 15 Money Making Rules Kids Should Ieam
http://finance.vyahoo.com/bankng-budgetmngk/article/109200/the -15-
money-rule s-kids-should-leam?mod=bb-budgetng
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Sample Checklist
Before studentsamve, it isimportant to establish:

v" Where students will wo 1k,

v" Where everyone wil sit fordisc ussion (maybe putchairsina cicle),

v" Where students willput therbackpacks,coats, orotheritemsthey want
out ofthe way.

Notes

v fyouhave volunteersand youth leaders, ask them to help with se tup.

v Lisimportantto establish how the project willrun. Will stude nts go dire ¢ tly
to maternals, orwilthey go to a place to sit and receive instruc tio ns?

v Askvolunteersand youth leadersto help youngerstudents with their
projects.
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Sample Monthly Budget

The salary of an employee at Demic ks Deliis $20,000 annually. Aftertaxes and
he alth msurance, hisorherannualincome comesto $18,000 (or$1,500 a
month). Below isthe employee’s monthly budget:

Fixed Expenses (prices stay the same month to month):

Rent $450
Utilitie s $50
Telephone $10
Transportation $80
Cable/Intemet $55
Total $645

Variable Expenses (these prices fluctuate month to month):

Groceres $60
Clo thing $30
Me dic ine $15
Re staurants/fast food $50
Household supplies $30
Ente tamment $20
Total $205
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Comparison

Mo nthly Inc ome $1,500
Fixed Expenses $645
Vanable Expenses $205
B talmonthly cost $850
Total monthly savings $650

e Ttalmonthly costisfound by adding fixed expensesand varable
exXpenses.

e Ttalmonthly savingsisfound by subtracting totalmonthly cost from
monthly ncome.

According to thisbudget,an employee can save approximately $660.00 per
month. These savingswilcome in handy if the employee needsto travelorpay
an unexpected costsuch asa doctorsvisit ornew tires forthe car. This
employee doesnothave a creditcard and doesnotneed to wonry about
monthly credit card bills.

Personal Monthly Budget

Fyouhave a job orallowance, find the average monthly ncome.Fyoudo not
have a job orallowance, fill out the form to find approximately how much
money you spend permonth. These numbersdo notneed to be exact, use your
best estimates.

Monthly ncome:
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Approximate Monthly Expenses

Clothing

Food/Restaurants

Entertamment

Transpo rtation

School/Home supplies

Books/Magazines

Other:

Other:

Other:

Other:

Other:

Ttal Expenses

Find yourtotal monthly savingsby subtrac ting yourtotalexpenses from your
totalincome.

Total Monthly Savings:
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