Personal Financial Management – Some Tips & Pointers to Share

by Dr. Francis Or, Ph.D. & Dr. Patrick Low Kim Cheng, Ph.D. and Chartered marketer
Now that you’ve graduated… what’ s next? 

Here are some helpful tips for you to manage your personal finance while you are actively looking for a career.  However, before looking at the tips, it is important to understand the meaning of financial literacy.  Noctor, et al. (1992), cited by Beal and Delpachitra (2003), define financial literacy as ‘the ability to make informed judgements and to take effective decisions regarding the use and management of money.’  The issue of financial literacy has been receiving urgent attention in many countries like Australia, USA, and UK with a surprisingly high degree of financial illiteracy, (Or, 2005).  The significance of financial illiteracy need not be over emphasized; however, it is essential to understand the basics of money management, saving, investment and the use of credit in order to make wise financial decisions to protect one’s current financial situation and the future.  


1) Set up a flexible budget. This is to list all expenses to achieve personal objectives and the list may include expenses such as travelling costs, food, buying a car, housing instalment or rent, and other fees and costs.). The objective of being flexible is to ensure regular review and adjustment.  The budget will allow you to structure your consumption patterns and thus help you to identify if you are on track or have you overspent?  

2) Never live on the never-never. Do not count your chickens before the eggs are hatched. Do not spend before you earn the money. This is to avoid unnecessary debts through borrowings where interest can wipe out surplus income over expenditure. Know the interest factor and inflation rate.  Understand the basics of time value of money.

3) Fix an amount for compulsory savings and you are actually saving your money before spending, it will be easier to avoid overspending instead of spending and saving the balance or what’s left.

4) Shop for what is necessary. Shop only on a need basis rather than want basis to prevent expenditures that are not necessary.  Buying what appears to be cheap but not necessary can be equated to buying them expensively.

5) Track your spending with the budget; this will only add prudence with frugality to ensure you good cash flow and unnecessary debts.

6) Use debit card instead of credit card. The latter charges hefty interest over the period.  Besides, the use of debit card normally tends to limit unnecessary expenditure.

More importantly, have your own goals. It is vital to set financial goals and break it down to short term, medium term and long term since living in this modern world, you may have to go through the different life stages and their needs.  After the major education investment, start with and figure out the working adult stage, then work through the marriage stage, the parenting stage, the wealth accumulation stage, the retirement stage and the old age stage.

Finally, it is critical to understand and follow through the basic personal financial planning process that will enable one to manage one’s personal finance, at least with some level of success along the different life stages.
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(2) Do not Spend Before You Earn the Money – Avoid Borrowings & Credit Unnecessary





(3) Set a Fixed Amount of Your Salary for Compulsory Savings Before Spending





(4) Shop and Spend only on a Need Basis instead of a Want Basis





(5) Track your Spending with the Income/Expenditure Cash-Flow
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