The 50/30/20 Budgeting Rule Guide

A Simple Framework for Financial Peace of Mind

From The Universal Group Wellness Program

What is the 50/30/20 Rule?

The 50/30/20 rule is a straightforward budgeting method that divides your after-tax
income into three categories:

* 50% for Needs — Essential expenses you can't avoid
* 30% for Wants — Things that make life enjoyable but aren't essential
* 20% for Savings & Debt — Building your future and reducing debt

This rule was popularized by Senator Elizabeth Warren in her book All Your Worth:
The Ultimate Lifetime Money Plan. It's designed to be simple enough to follow
without obsessive tracking, while still ensuring you're living within your means and
building financial security.

Why This Rule Works

Simple to follow — No complicated spreadsheets required
Flexible — Adjust percentages based on your situation

Balanced — Covers essentials, enjoyment, and future security
Sustainable — Doesn't require extreme sacrifice

Reduces stress — Clear guidelines eliminate financial guesswork



Breaking Down the Categories

50% — Needs (Essentials)

What qualifies as a "need"?

Needs are expenses required for basic living and working. These are non-negotiable
costs you must pay to survive and maintain employment.

Examples: - Rent or mortgage payments - Ultilities (electricity, water, heat, internet) -
Groceries and basic household supplies - Transportation (car payment, insurance,
gas, public transit) - Minimum debt payments (credit cards, student loans) - Health
insurance and essential medical care - Childcare (if required for work) - Basic
clothing for work

Red flag: If your needs exceed 50% of your income, you may need to: - Find ways to
reduce housing costs (roommate, smaller space, relocate) - Cut transportation costs
(carpool, public transit, cheaper vehicle) - Negotiate bills (insurance, phone plans) -
Increase income (side gig, ask for a raise)

30% — Wants (Lifestyle)
What qualifies as a "want"?

Wants are things that enhance your life but aren't essential for survival. These are
the "nice-to-haves" that make life enjoyable.

Examples: - Dining out and takeout - Entertainment (streaming services, movies,
concerts) - Hobbies and recreation - Gym memberships and fitness classes - Travel
and vacations - Shopping (non-essential clothing, gadgets, home decor) - Upgraded
phone or tech - Premium versions of services (e.g., faster internet, premium cable)

The gray area:

Some expenses fall between needs and wants. For example: - Phone: Basic service
= need; unlimited data + new iPhone = want - Food: Groceries = need; restaurant
meals = want - Transportation: Getting to work = need; luxury car = want

Tip: If you're struggling financially, temporarily reduce wants to 20% and put the extra
10% toward debt or savings.



20% — Savings & Debt Repayment (Future You)

What qualifies as "savings & debt"?
This category is all about building financial security and reducing financial stress.

Examples: - Emergency fund (goal: 3-6 months of expenses) - Retirement
savings (RRSP, employer pension contributions) - Debt repayment (beyond
minimum payments) - Savings goals (down payment, vacation fund, education) -
Investments (TFSA, stocks, mutual funds)

Priority order: 1. Build a starter emergency fund ($1,000-$2,000) 2. Pay off high-
interest debt (credit cards, payday loans) 3. Build full emergency fund (3-6
months of expenses) 4. Contribute to retirement (especially if employer matches)
5. Save for other goals (house, car, education)

Red flag: If you're not saving at least 20%, you're at risk of financial instability. Even
5-10% is better than nothing—start where you are and increase over time.

How to Implement the 50/30/20 Rule

Step 1: Calculate Your After-Tax Income

If you're salaried:
Look at your pay stub. Your after-tax income is your "net pay" (the amount deposited
into your account).

If you're hourly or have variable income:
Average your last 3 months of take-home pay.

Example:
Monthly after-tax income: $4,000



Step 2: Calculate Your Budget Amounts

Category Percentage Amount (based on $4,000)
Needs 50% $2,000

Wants 30% $1,200

Savings & Debt 20% $800

Step 3: Track Your Current Spending

Review your last 1-2 months of expenses (bank statements, credit card bills) and
categorize them into Needs, Wants, and Savings/Debt.

Be honest with yourself! Many people overestimate their "needs" and
underestimate their "wants."

Step 4: Adjust Your Spending

If your needs are over 50%: - Negotiate bills (insurance, phone, internet) - Find a
roommate or cheaper housing - Reduce transportation costs - Cook at home more
often

If your wants are over 30%: - Cancel unused subscriptions - Limit dining out to 1-2
times per week - Find free or low-cost entertainment - Wait 24 hours before making
non-essential purchases

If you're not saving 20%: - Automate savings (set up automatic transfers on
payday) - Start small (even 5% is progress) - Redirect "found money" (tax refunds,
bonuses) to savings - Increase contributions by 1% every few months



Sample Budget (Based on $4,000/month)

Needs (50% = $2,000)

* Rent: $1,200

« Utilities: $150

* Groceries: $400

* Transportation: $150
* Insurance: $100

Wants (30% = $1,200)

* Dining out: $300

* Entertainment: $200
+ Shopping: $300

* Hobbies: $200

* Personal care: $200

Savings & Debt (20% = $800)

« Emergency fund: $300
* Retirement (RRSP): $300
« Credit card payment: $200

Common Questions

Q: What if | can't afford to save 20%?
A: Start with what you can—even 5% is progress. As you pay off debt or increase

income, gradually increase your savings rate.

Q: What if my needs are more than 50%?
A: This is common, especially in high-cost areas. Focus on reducing needs where
possible (housing, transportation) or increasing income.

Q: Should | save or pay off debt first?
A: Build a small emergency fund ($1,000) first, then focus on high-interest debt.
Once that's paid off, build a full emergency fund.



Q: What if my income varies each month?
A: Base your budget on your lowest typical month. In higher-income months, put
extra toward savings or debt.

Q: Can | adjust the percentages?
A: Yes! The 50/30/20 rule is a guideline. Adjust based on your situation (e.g.,
60/20/20 if you live in an expensive city).

Tips for Success

_,] Automate your savings — Set up automatic transfers on payday

(74 Use separate accounts — One for needs, one for wants, one for savings

74 Review monthly — Adjust your budget as your life changes

_] Track spending — Use an app or spreadsheet for 1-2 months to understand your
habits

'_,] Be patient — It takes 2-3 months to get into a rhythm

Your Action Plan

This Week: 1. Calculate your after-tax monthly income 2. Review last month's
spending and categorize it 3. Identify one area to cut back (if needed)

This Month: 1. Set up automatic transfers to savings 2. Track spending in all three
categories 3. Adjust as needed

This Quarter: 1. Build your emergency fund to $1,000 2. Review and optimize your
budget 3. Celebrate your progress!

Additional Resources

* Financial Wellness Pillar: Explore budgeting articles, calculators, and videos
on the Wellness Hub
* EAP Services: Call 1-844-671-3327 for confidential financial counseling



* HR Benefits: Ask about employer RRSP matching and financial planning

workshops

Remember

Financial wellness isn't about being perfect—it's about making intentional choices
that align with your values and goals. The 50/30/20 rule is a tool to help you build

security while still enjoying life.

Start where you are. Use what you have. Do what you can.

For questions or support, contact HR or visit the Wellness Hub.
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