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	Introduction 


	



	



	Setting financial priorities in life is critical because it can help secure your financial future. Mishandled funds may cause undue stress.


	



	Many people have no idea where or how they spend a significant portion of their income. How many times have you taken money from an ATM only to discover it was gone a few days later? It’s often difficult to recall how you spent your money, and this money is frequently squandered on frivolous purchases.


	



	A budget can help to avoid this by holding an individual accountable for the money they spend. If a person only has $50 left over for monthly food expenses, they may decide to forego purchasing that expensive $3 designer cup of coffee.


	 




Understand Priorities and Where You Are


	



	



	Examine your financial well-being! Get your priorities straight as well. Some people may make mistakes in their financial priorities, such as saving more for their children’s college education and less for their own retirement.


	



	


	The  Start Point


	 


	

	
• What are your major financial challenges?






	



	

	
• Highlight your financial accomplishments in terms of revenue, debt management, and savings.






	



	

	
• How do you think you got to this point, and what would you change?






	



	

	
• How prepared are you for a financial crisis? Now write it down: The amount saved for an emergency fund is .






	



	

	
• How is money discussed in your family: emotionally or rationally?






	



	

	
• Who makes financial decisions? Why is this so? How much collaboration exists?






	 


	Why it matters: Clarity and dedication. Authorities agree that before crunching the numbers, families should examine their financial well-being—and having both partners on board gives them the best chance of success.


	 


	



	We will explain the basic principle of personal financial ratios and their analyses in this section. This will assist you in keeping track of your personal finances.


	



	



	You might be wondering what personal finance ratios are.


	



	As the name implies, these ratios are concerned with your personal wealth, assets, or cash on hand. Even better, they’re extremely simple to grasp. Simply maintaining a budget and a statement of assets (what you earn or have) and liabilities (what you spend or owe to others) will help you assess your financial health.


	



	Here is a simple guide to help you understand these ratios in depth. Let us look at how these ratios can help.


	



	


	Fundamental solvency ratio


	



	This ratio indicates your ability to meet monthly expenses in the event of an emergency or calamity. It is calculated by dividing your current cash balance by your monthly expenses.


	



	Basic solvency ratio = cash / monthly expenses (this ratio is not given in percentage form).


	



	You can also refer to it as an emergency or contingency preparation ratio. This ratio assists you in preparing for unexpected problems.


	



	As an example, consider a 30-year-old businessman whose wife underwent emergency gall bladder surgery last year. Despite the fact that they had adequate insurance to cover such an occurrence, he was informed on the day of discharge that he would have to pay in cash because the bill could not be settled.


	



	He had difficulty arranging funds for an emergency fundament. He was fortunate to have good friends and relatives who were willing to lend him money. But not everyone has such adoring fans or relatives to come to their aid on such short notice. No one wants to be in the same situation.


	



	As a result, we must be prepared for such an event. How? By keeping an emergency fund in place!


	



	Let’s look at how much money is enough. This is where the basic solvency ratio comes in handy.


	 


	The numerator of the basic solvency ratio formula, cash (near cash), would typically include the following:


	



	

	
• Savings account






	



	

	
• Fixed deposit at a bank






	



	

	
• Liquid assets






	



	

	
• Have cash on hand






	



	The aforementioned elements are liquid assets that come in handy at the first sign of financial trouble. Liquid funds can be delivered right away. The same is true for fixed deposits, which can be broken and liquidated all at once in an emergency.


	



	Monthly costs:


	



	For simplicity, only the mandatory fixed and varying expenses are included here. Any amusement expenditure should be avoided because these costs can be avoided.


	



	The income you pay for, loans, insurance premiums, and rent are all examples of mandatory fixed expenses.


	 


	Food, transportation, clothing/personal care, medical care, utilities, education expenses, and other mandatory expenses are examples of varying expenses (the above expenses can vary depending upon individuals).


	



	As your variable expenditure fluctuates, divide the total of the above by 12 (that is, 12 months) to obtain the monthly average. Assuming you have 60,000 in cash and 25,000 in monthly expenses, your basic solvency ratio is 60,000 / 25,000 = 2.4.


	



	Be that as it may, is it great?


	



	Not exactly. An Ideal ratio ought to come to 3.


	



	What does the number 3 mean?


	



	It implies that you should have cash equivalent to or possibly 3 months of your obligatory costs in a contingence or secret stash.


	



	Why only 3 months? This is on the grounds that exploration shows that 3 months time is sufficient to rise out of a financial squeeze. As people close to their retirement age, they ought to verify that this asset is kept as long as a half year of their necessary costs. The asset ought to be separated and kept as money, fixed store, or fluid asset.


	



	You ought to comprehend how to focus on your financial objectives so that you’ll remain satisfied and financially steady as you age throughout everyday life. This doesn’t imply that you don’t think about the eventual fate of your children however you’re simply putting your financial needs together.


	



	Set a sum month to month for food, water and haven as these are your essential requirements. You really want to ponder purchasing different good food sources and endeavor to stay away from superfluous tidbits that are undesirable. You in like manner need to go about your best in your current business as it’s your type of revenue to take care of for your service bills, home loan or lease, and food. This is where you begin sorting your needs out.


	



	A couple of people are so economical on their shopping for food, they dismiss their wellbeing needs to purchase costly devices or plane tickets for a relaxation time. See that taking care of your own everyday necessities is your obligation and need to forestall sidestepping the lease or house home loan, utilities and other urgent issues for prosperity especially assuming that you have a family.


	



	Infrequently this could be the reason for conflict among man and spouse for they’ve various perspectives with regards to pay the executives. The other mate needs to burn through a large portion of the cash and isn’t anxious about financial obligation while the other one likes to save something for the stormy days or a crisis. Be a decent good example to your young people as they respect you as a parent.


	



	Pay your charge card obligation if you have any. Taking care of the accuse card of the greatest pace of revenue then followed by the ones with lower paces of interest is everything thing that you can manage to kill your whole charge card obligation. Buy things or merchandise with cash however much as could reasonably be expected and contain your ways of managing money.


	



	Forestall over utilizing your charge card so that you’ll have the option to keep on approaching your records assuming you genuinely need it. A few people, who were working and never tried to put something aside for a backup stash and over utilized their credit, don’t presently have anything. You would rather not be where you’ve no income and couldn’t get to your Visas on the grounds that your records are shut.


	



	Focus on setting aside sufficient money for your just-in-case account especially when your charge card obligation is all paid-off. This is truly vital in the event of an employment cutback or other major unexpected things that could happen to you or anyone in your loved ones. Keep away from the temptation of buying things that you can simply live without and focus on building your crisis investment funds.

OEBPS/Images/525835-financial-intellig-lores.jpg
A

FINANCIAL
INTELLIGENCE

THIS ULTIMATE GUIOE WL RAISEYOUR FINA
10 AND TURN YOU INTO A MONEY POWES

’
"

A BOOK nv(

DAVID HENDERSON






OEBPS/Images/logo_xinxii.jpg
XinXii





