
 

The Basics of Personal Budgeting 

A practical starting point for taking control of your money 

Originally published May 16, 2007. Updated September 19, 2026. 

Do you have more month left at the end of your money? Are you relying on credit cards to cover 

everyday expenses—or struggling to pay more than the minimum? 

Those are signals to take a closer look at your finances. A personal budget can help you see 

what’s happening, make choices, and begin moving in a better direction. You don’t need 

sophisticated software or a background in accounting. You need an honest picture of the money 

coming in and where it goes. 

Start With What You Actually Bring Home 

Begin with your monthly take-home income: the amount available after taxes and other payroll 

deductions. Include other reliable income, but avoid building your everyday budget around 

uncertain bonuses, overtime, or gifts. 

If your income varies, use a conservative estimate based on recent months. A particularly good 

month shouldn’t become the standard your spending depends on. When you start with take-home 

pay, don’t subtract payroll taxes or other paycheck deductions a second time. 

Find Out Where the Money Goes 

Review several months of bank and credit card statements. Include cash purchases, 

subscriptions, app payments, and buy-now-pay-later installments. Small transactions deserve 

attention because they’re easy to overlook. 

Group your spending into a few useful categories: 



• Regular commitments: Housing, insurance, loan payments, and childcare. 

• Variable essentials: Groceries, utilities, transportation, and medical expenses. 

• Flexible spending: Dining out, entertainment, subscriptions, and optional purchases. 

• Savings and future expenses: Emergency savings, repairs, annual bills, and other goals. 

Look beyond the current month. An annual insurance premium or holiday expense belongs in 

your plan even when it isn’t due yet. The Consumer Financial Protection Bureau recommends 

reviewing several months of spending and accounting for less frequent expenses. See its 

spending checklist. 

Put a Simple Plan in Writing 

I favor a written budget, especially at the beginning. “Spend less than you earn” is sound advice, 

but putting numbers on paper shows you what that requires. Use a notebook, spreadsheet, or 

budgeting app—whichever you’ll actually maintain. List your income, planned expenses, and 

savings contributions, then calculate what remains. 

For example, if you bring home $3,500 and allocate $3,650, you have a $150 gap to address. 

You may need to reduce spending, increase income, or combine the two. Also check when 

money arrives and bills fall due. A monthly budget can balance while your checking account 

runs short between paydays. 

Make Changes That Fit Your Situation 

Start with expenses you can change relatively easily: unused subscriptions, frequent delivery 

orders, impulse purchases, or services you no longer need. But be realistic. If housing, childcare, 

transportation, and other essentials already consume your income, small cutbacks may not close 

the gap. You may need to explore assistance, additional income, or larger changes as 

circumstances allow. 

Avoid judging your finances by a single spending percentage. A workable budget must reflect 

your household, local costs, and obligations. Leave room for modest enjoyment when possible. 

A plan that depends on constant deprivation can be difficult to sustain. 

Keep Credit From Widening the Gap 

If new card purchases are adding to a balance you can’t repay, pause avoidable charges while 

you work out a repayment plan. That doesn’t mean automatically closing every account. Closing 

a card can increase the proportion of available credit you’re using and may lower your credit 

score. The CFPB explains the tradeoff. 

Be cautious about consolidation offers, too. Compare interest rates, fees, repayment terms, and 

total cost. A smaller monthly payment may simply mean paying for longer. Consolidation also 
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won’t fix an ongoing gap between income and spending. Review the CFPB’s consolidation 

guidance. 

If you can’t make a minimum payment, contact the card issuer promptly. A reputable nonprofit 

credit counselor may also help you assess your options. Learn what to do when payments 

become difficult. 

Build a Cushion, Even Slowly 

An unexpected bill can upset an otherwise careful budget. Start setting aside whatever amount 

you can manage, rather than waiting until you can save a large sum. Your savings target should 

reflect your essential expenses, income stability, and household needs. Even a small reserve can 

help you handle a financial shock with less borrowing. See the CFPB’s emergency-fund guide. 

Keep predictable expenses—such as annual renewals—separate from true emergencies. Planning 

for them makes your budget more dependable. 

Check Your Withholding 

If you routinely receive a large tax refund while struggling with monthly bills, review your 

paycheck withholding. 

Adjusting excessive withholding may increase take-home pay and reduce a future refund. It does 

not reduce the tax you actually owe, and withholding too little can leave you with a tax bill or 

possible penalties. Use the IRS’s withholding resources or consult a qualified tax professional 

before making changes. Review IRS withholding guidance. 

Review, Adjust, and Keep Going 

Set aside a few minutes each week to check transactions and upcoming bills. At month’s end, 

compare your plan with what actually happened. 

If a category repeatedly runs over, investigate why. Your estimate may be unrealistic, an expense 

may have changed, or a habit may need attention. 

A budget is a working tool. Start with your real numbers, make a manageable change, and keep 

adjusting. The goal is to give your money a plan—and yourself more room to make decisions. 
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