Chapter 1: Introduction to Personal Finance (English)

Section 1.1: What is Finance?

Finance is about managing money and your resources. Let's say that you have a
piggy bank where you keep your money and savings, understanding how much
you have and how to best utilize it is a part of understanding finance! Finance
helps us make smart decisions about money to obtain our goals, like buying the
things we need or want.

At its core, finance is about four key ideas: earning, spending, saving, and
investing. Let’s break them down:

1. Earning is how you get money — like a job, an allowance, or even a small
business. You might also earn money by selling something you no longer
need, like old toys or clothes. The key point is that earning is how you get
the money that helps you live the life you want.

2. Spending is how you use that money for things you need or enjoy. Saving
means putting some money aside for the future, and investing is when you
use money to make even more money. Spending isn’t just about buying
everything you want right away. It's about balancing your needs with your
wants. For example, you need food, but you might want to buy a game.
How do you decide?

3. Saving means putting some of your money aside for the future. It could be
for something big, like a new bike or a trip to the beach, or just for a rainy
day when you might need extra cash. Saving is all about planning ahead.
For instance, if you earn $10 from your allowance and save $5, you'll have
money later when you need it or want to make a bigger purchase.

4. Investing means using your money to make more money. This could be as
simple as putting your savings in a bank account where you earn interest,
or even using some of your money to start a small business, like selling
homemade crafts. The goal of investing is to let your money grow over
time, rather than letting it sit unused.

But why is finance so important? Well, finance isn'’t just for adults; understanding
it from a young age is useful because it teaches you to plan ahead, be
responsible with money, and feel confident in managing it. So, finance is more
than just numbers — it's a way to secure a better future. Like if you understand



how money works, you’re less likely to make choices that lead to debt or regret.
For example, if you understand the importance of saving, you'll be less likely to
run out of money when an emergency comes up. So, finance isn’t just about
earning or spending money—it's about making smart choices that help you
achieve your goals and feel confident about your financial future.




Section 1.2: Understanding Money and Budgeting

Money is what is used to buy goods or pay for services, but it is more than just
coins and bills. It represents value and allows us to exchange what we have for
what we want. To make the most out of our money, we need a plan to do so, and
that is where budgeting comes in.

So what is budgeting? Budgeting is about making a plan for your money to
ensure that it lasts and it goes into something meaningful in the future. You can
think of budgeting like planning for a big party. You have a set amount of money,
and you need to decide how to spend it on food, decorations, and activities. In
the same way, when you budget, you plan how to use your money for things like
food, entertainment, and saving for the future.

You can think of budgeting as setting up rules on how you will spend your money.
For instance, let’s say you have an allowance of $20. What would you do with it?
Would you spend all of it on candy and video games? Or would you save some
of the money and savings for later to buy some more expensive and more
valuable things you enjoy? Good budgeting will help you balance between
spending and savings, so you do not run out of money when you need it.

So how should we start budgeting? Well, it can be broken down into 3 steps.

1. Essential Spending: These are the things that you need, like food, school
supplies, and saving for future necessities.

2. Wants and Fun: After covering for all of the essentials, if you have extra
money left, you could use some of it for things you enjoy, like video games,
snacks, or a new outfit!

3. Saving: It is crucial to save, especially for future goals and unprecedented
situations. Just saving a very small amount per day could accumulate into
a large number at the end of the year.

Now, back to our previous example where you have an allowance of $20. This is
how you should save.

1. Essentials (lunch food, school supplies): $10
2. Wants (video games, snacks): $5
3. Saving: $5



But why is budgeting so important? Well, it's about being smart with your money.
Understanding budgeting will help you make smarter decisions. It helps you
make sure you don’t run out of money when you need it. It also makes sure that
you can have fun and enjoy your life, while still preparing for your future.




Section 1.3: Why Financial Literacy Matters

Financial literacy is understanding how money works, so you can make smart
decisions with it. But why does it matter? Why should you care about learning
how to manage money, save, and budget? The answer is simple: financial
literacy helps you reach your goals and avoid mistakes that can hold you back.

Imagine you're saving up for something you really want, like a new toy, a game,
or even a trip. If you know how to budget and save, you can set aside a little
money each week and reach your goal faster. But if you don’t know how to
manage money, you might end up spending everything on snacks and toys and
never have enough for the bike. Financial literacy helps you make choices that
help you achieve your goals.

Being financially literate isn’t just about knowing how to save money. It's about
making the right decisions that will help you avoid problems like debt or running
out of money when you need it. When you understand how money works, you're
more likely to avoid common mistakes like spending more than you earn or
borrowing money you can’t pay back.

But what are the benefits of Financial Literacy?

1. Setting and Achieving Goals: When you understand finance, you can set goals
like saving for a vacation, starting a small business, or buying something special.
You'll know how to make a plan to achieve them.

2. Avoiding Debt: Financial literacy helps you avoid debt by teaching you how to
manage spending and saving. When you understand how credit cards, loans,
and interest work, you can avoid taking on too much debt that you can’t repay.

3. Confidence in Your Decisions: Financial literacy gives you confidence in your
decisions, whether you're buying a toy or planning for college. It helps you
understand the risks and rewards of different choices and gives you control over
your financial future.

Being financially literate would mean that you can understand how to budget,
save, and invest your money. When you understand finance, you’re more likely to
avoid common money problems, like overspending or borrowing too much. Plus,



it helps you feel confident and in control of your money. Financial literacy is a skill
that will benefit you a lot. Whether it is about deciding on making a small
purchase or planning big goals for the future, understanding financial literacy will
help you tackle life’'s challenges and embrace the opportunities.




Section 1.4: Real-Life Applications

Money may seem like it’s just for grown-ups, but it's something you handle every
day! Whether you're saving up for a new gadget, deciding how much to spend at
the mall, or making a plan for that $50 birthday gift, understanding finance makes
life way easier and more fun. Let’s dive into some everyday scenarios that show

how financial literacy can help you become a money master.

Imagine it's your birthday, and you just got $50 in gift money. Now, let’s play a
game. Close your eyes and think: What'’s the first thing you’d want to buy?
(Pause for responses.) Maybe it's a game, some cool clothes, or even tickets to a
movie. But here’s the big question: how do you make this money last?

One smart option is to split it up: spend $20 on something fun now, save $20 for
the future, and maybe even invest the last $10 by using it to start a small
business, like selling crafts or offering pet-sitting services. By making thoughtful
choices now, you’re already starting to understand how money can work for you.
Cool, right?

Next up, you're the chief planner for a family dinner with a $40 budget. You might
think, “$40 is plenty!” But wait—quality ingredients can be pricey. Here’s where
budgeting shines! You'll need to balance getting tasty ingredients with getting
enough food for everyone. So, do you go for the more affordable brands, look for
discounts, or prioritize essentials? This is where financial literacy helps you
practice stretching your budget without sacrificing quality. It’s like solving a
puzzle—finding the best balance to make the most of what you have!

Let’'s say you're headed to a theme park with friends, and you’'ve got $30 to
spend. Imagine your top priorities: maybe food, a few exciting rides, and a
souvenir to remember the day. But with only $30, you’ll need to decide carefully.
Should you spend more on a big meal, or would you rather save for that
souvenir? (Pause for responses.) This budgeting challenge lets you balance
between enjoying the moment and ensuring you don’t run out of money halfway
through. You'll find that knowing how to manage your “fun money” makes the
experience even better—because there’s no stress about overspending.

Life can throw surprises at you—a broken phone, a surprise trip, or a sudden



need for supplies. Having an “emergency fund” is like having a superhero backup
plan. Even just $1 a week can build a fund that’s there when you need it. Think of
it as a safety net so that life’s little surprises don’t ruin your plans. You're not only
protecting yourself; you’re practicing responsibility and independence. Who knew
being prepared could feel this empowering?

Financial literacy is like a game where you get better each time you play. The
more you practice, the better you get at managing money, planning for fun and
future goals, and staying prepared for anything life throws your way. Master these
skills now, and you’ll have financial superpowers for life!




Section 1.5: Fun Facts

Learning about finance doesn'’t have to be all serious! Here are some fun facts
about money and finance that show just how interesting the world of finance can
be.

Did you know that the first form of currency wasn’t coins or bills, but things like
livestock, shells, and spices? Ancient people used these items to trade long
before modern money existed.

Speaking of savings, did you know that putting just $1 a day aside would amount
to $365 in a year? If you invested that with some interest, it would grow even
more!

Or how about this—did you know that the largest currency note ever printed was
a $100,000 bill in the United States? It was only used for transactions between
banks and never circulated among the public.

Have you ever wondered how many germs might be on a single banknote?
Studies show that bills can carry thousands of bacteria because they circulate
among so many people. This is why some countries are starting to use plastic or
polymer notes, which stay cleaner longer.

Lastly, think about this: if you saved just $5 a week starting at age 10, by the time
you turn 20, you would have $2,600 saved up, not including interest! This shows
the power of small, consistent savings over time.



