Budgeting ~ Control your finances

Given the recent raft of income levies and increased taxes, we have all been forced to tighten our belts in order to make ends meet. Surviving on a reduced income can be a balancing act and with the upcoming budget promising further cuts, it is important that we get to grips now with our finances and ensure that we are living within our means. 

A budget is an excellent way to control your finances by reviewing existing expenditures, reducing unnecessary outgoings and cutting costs where possible. Preparing weekly, monthly and annual budgets allows you to plan for your immediate and longer term financial needs.

What is off putting for many people is the idea of how to set up a budget and how to control their everyday spending which can be difficult to account for in advance. Budgeting is not an exact science and it is something that you will get better at every week and every month as you become more aware of your spending habits and more tuned in to what you are spending your income on. 

The following Steps to Set up a Budget will help you to get started:
1. Set up a System 

In order for a budget to work and be accurate you will need to have a system in place to detail incoming and outgoing expenditure clearly. The less complicated the system is the better. Choose a new notebook or pad that will hold numerous budgets. Thus as you move forward to next month’s budget, last month can act as a reference or starting point for you. Over time this will become even more useful, as you will be able to look back at how much you spent on a given month last year and thus be able to gauge how much you will need this year. This will be important at times like September for going back to school expenses and at Christmas. 

2. Financial Documentation 

Set up a folder for all financial documents that you will need to complete your budget, such as payslips, utility bills, insurance bills, details of personal expenses, loan repayment details, savings details, credit card statements, social welfare books, grocery receipts. By having these close at hand you can easily and accurately detail income and expenditures.

3. Differentiate between Income & Expenditure

The first step is to detail in one column headed Income, all income such as salary, bonus, dividend income, social welfare payments (e.g. child benefits). Under a second column headed Expenditure, list all monthly expenditure. You might find it useful to use headings such as Household Expenses, Personal Expenses, Existing loans, Work related expenses, Entertainment and also details of Savings/ Pension contributions. 

4. Sub Divide Expenditure into Essential & Non Essential spending

Expenditure can be divided into two broad categories, essential and non-essential spending. Essential spending includes items such as grocery bills, childcare costs, mortgage or rent payments. Non-Essential includes items such as entertainment, hobbies, socialising, holidays etc. These are items that can be reduced or eliminated if necessary to pay for essential items. Frequently we are unaware of just how much we spend on non-essential items and a good way of calculating this is to keep a spending diary for the first month to allow you to see exactly where your money is going. 

5. Create Your Budget:

After following the above steps you are now in a position to create your budget. At this point if your expenditure is greater than your income you will need to think carefully about where you can make changes to rectify this problem. 

By monitoring and being aware of your spending habits you can reduce or eliminate unnecessary spending and make savings in areas such as insurance, mobile phone bills, internet packages, credit card interest etc. By eliminating wasteful spending you can free up resources to be reallocated to other areas, such as clearing credit card debt and avoiding high interest charges as a result. 
KEY AREAS TO TARGET TO SAVE MONEY:

1. Review your Debt:

Mortgage Rates: Mortgage rates vary greatly between different lenders. SHOP AROUND. You may just need to point out to your existing lender that you have moved from one category to another or simply that you have got a better rate elsewhere. Talk to our independent mortgage advisers if you need advice.

Switch Credit Cards: If you are not able to clear off your credit card debt you should shop around to see if any lending institutions have introductory offers such as interest free for the first 6 months. You can save up to six months interest on your debt. Be careful however that any short-term gains are not eroded by higher rates in the long term.

Personal loans: Eliminate high interest loans where possible. Be aware of the rate of interest you are paying on your personal loan and again Shop Around for a lower rate. For example some lending institutions offer low fixed rate car loans or personal loans at certain times of the year. 

2. Health Insurance:

Compare what you are currently paying against what other providers are offering. The main providers are VHI, Hibernian Aviva Health and Quinn Healthcare. Increased competition has made it essential to shop around; you could literally save hundreds of euros in the year. Please contact us should you want more information on this.

3. Claim your Tax Rebates:

It is very easy to miss out on all the tax reliefs available, such as Union subs, bin charges, medical expenses and rent payments (an area ignored by many tenants). In isolation it might not seem like much but it can really add up, especially when you consider that you can go back 4 years to claim for expenses not previously claimed. We are happy to advise you further on these reliefs should you have any queries.

4. House, Car, Travel Insurance

Again these are areas where you can make substantial savings and is it advisable to again shop around annually for these services. 

5. Life Insurance & Serious Illness

Similar to house and car insurance, Life Insurance costs reduce periodically and we frequently find that we can find similar cover for less money or better cover for the same money for many of our clients. This is an area where many people are paying excessive premiums and never think of checking the market for a more competitive alternative. We will gladly review your existing cover and tell you whether you can get a better deal or not. 

6. Mortgage Protection

Many individuals have their mortgage protection with their mortgage lender and don’t realise that it can be switched at any stage throughout the term. Shop around for this cover; you will be amazed at the savings you could make. Remember: you are not tied to your Mortgage Lender. 

If you would like a sample Budget Planner, please contact us by phone or email, details below.

To view past articles and recent PSC Wealth Plus publications, including our ‘Guide to PSC Wealth Plus Products & Services’, please log onto our news section at www.pscwealthplus.com 

We hope you find these articles informative and welcome any feedback or queries you may have. Should you wish to contact us, please phone the Tralee office for Eoin or Bairbre on 066 712 6333 and the Killorglin office for Caroline on 066 976 1275 or by email as above. 

PSC Wealth Plus is regulated by the Financial Regulator as a Multi Agency Intermediary and as a Mortgage Intermediary.
