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Balancing Act: How Often to Review and Adjust Your Budget
Open-Ended Response Answer Key

1. (Example) When | got a new job with a higher salary, | had to make
significant budget adjustments to ensure | was making the most of my
increased income. | increased my savings allocations for long-term
goals like retirement and investments. This experience highlighted the
importance of budget flexibility because it showed that my budget
needed to evolve with changes in my financial situation for maximum
financial benefit.

2. To address consistent overspending in the dining out category, | would:
e Review my recent spending to understand the extent of the issue.
¢ |dentify the reasons for overspending, such as eating out too

frequently or choosing expensive restaurants.

¢ Set a new monthly spending limit for dining out based on my
financial goals.

e Consider cooking more at home to reduce dining out expenses.

e Monitor my spending closely and adjust my behavior to stay within
the new budgeted amount.

3. Not reviewing and adjusting your budget regularly can have several
negative consequences. Over time, it can lead to financial stress,
overspending, debt accumulation, and hindered progress toward
financial goals. Without regular adjustments, you may not adapt to
changes in income or expenses, and your budget may become
ineffective in guiding your financial decisions. This can result in a lack of
financial control and an inability to achieve long-term financial
stability.

4. Regularly reviewing and adjusting your budget is essential for long-term
financial success and stability because it allows you to:

e Adapt to changing financial circumstances, such as income
fluctuations or unexpected expenses.

e Ensure that you allocate funds effectively toward your financial
goals, whether it's saving for retirement, buying a home, or paying
off debt.

e Prevent overspending and debt accumulation by staying within
your budgeted limits.

¢ Maintain financial control and reduce financial stress.

¢ Maximize the use of your resources for achieving your financial
aspirations. For example, if you receive a salary increase, adjusting
your budget to allocate more to savings and investments can lead
to increased wealth over time.
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