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11 Things Every Child Must Know About 
Money (Before Leaving Home) 

 

By Kalen Bruce 

The goal here at Freedom Sprout is to teach kids the things that we, as 

parents, had to learn the hard way. If we teach our children solid financial 

principles now, we won’t be teaching them how to recover from bankruptcy 

later. 

So I’ve created this list of things they absolutely must know before moving 

out on their own. We can implement many of these ideas during teachable 

moments throughout the day. We can implement the more complex ideas by 

sitting down and having a conversation with our kids. If your child is already 

out of the house, you may want to forward this article to them. It’s never too 

late, but if they’re still in the house, it’s never too early to start. 

This list isn’t all inclusive, but it is the minimum of what your children 

should understand before leaving home. 

1. How to Open and Manage Accounts 

Immediately upon moving out, if not sooner, your kid will need his 

own checking account. It’s a requirement to pay many bills when living on 

your own. Your child must understand how to open a checking account, 

whether online or in the bank, and how to keep enough money in the account. 

Teach your child to have a buffer in the account. For example, if you have a 

$200 buffer in your checking, then $200 is your new zero. When you get 

close to that mark, deposit more money so that it doesn’t go below $200. This 
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keeps padding for unexpected expenses or accidental overspending, and it 

can serve as a mini emergency fund. 

A savings account or a money market account (basically a savings account 

with slightly higher interest) will be next. This is just as easy to open, but pay 

attention to any fees for pulling money out too often, as well as a required 

minimum amount that may need to be in the account. 

Your children need to know how to open brokerage accounts as well. They 

will have the ability to buy stocks, bonds, and mutual funds through a 

brokerage account. Typically if they’re sticking with funds, they won’t have 

to worry about this, but it’s good to know how to do it. 

Managing the accounts is most important. Keeping enough money, tracking 

expenses to avoid over-drafting, and monitoring expenses to avoid fraudulent 

charges are all key points for your children to know. 

2. The Importance of Giving 

Whether you believe in the Bible when it says that giving “rebukes the 

devour” 1 or if you simply believe in helping others, giving is vital to your 

finances. 

My wife and I have personal experience seeing supernatural things happen 

when we started giving regularly and consistently. Our finances didn’t 

change until we started giving, and once we started, our finances have been 

more than blessed. 

Other than what the Bible says and my personal experience, giving increases 

happiness. Studies show that your brain associates giving with pleasure and 

reward 2. People who give are happier in general. 

Giving is actually increasing and becoming more popular 3. Perhaps more 

people are learning that it really is better to give than to receive. 

https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-1-11991
https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-2-11991
https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-3-11991
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3. How to Be a Savvy Shopper 

If you’re frugal, you likely do things that you don’t even realize you do when 

you shop. We must teach our kids these things. You can’t expect them to 

automatically know how you shop, and why you shop how you shop. 

Some of the obvious things like meal planning, planning around sales, and 

buying in bulk can save a lot of money. I’ll address those things, but I think 

the single biggest factor to saving money when shopping—and in life in 

general—is to not buy things based on what other people think. This goes for 

anything from what you eat to what you drive. So here’s a quick breakdown 

of the basics I just mentioned: 

• Plan your meals ahead of time. If you plan your weekly menu, you can 

buy exactly what you need. This leaves out impulse buys and 

unnecessary groceries. 

• Plan around sales. You don’t have to live your entire life eating the 

fattiest, cheapest ground beef because it’s always on sale, but there are 

some good sales on some good, nutritious food. Find them before you 

make that weekly menu. 

• Buy in bulk when it makes sense. Buying in bulk is not always the best 

option, but for things that you know you’ll need and that don’t expire 

(e.g. paper products, cleaning products, etc.), bulk is a good option. 

• Use coupons, but not too many. Don’t spend five hours clipping 

coupons to save $10 — that’s not worth your time. However, a quick 

skimming of the weekly coupons can save you some serious money. 

Look for in-store coupons as well as online coupons. A study from the 

marketing firm, Valassis, showed that almost 7/10 people will switch 

from their favorite brand based on a coupon 4. So much for brand 

loyalty, but it shows that there isn’t as much difference between 

products as people like to believe. Don’t let coupons completely change 

your behavior, as studies show they do 5, but let them be an addition to 

your savings tools. 

These are just a few simple ideas, but over a lifetime, it can save your 

children a fortune. 

https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-4-11991
https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-5-11991
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4. The Dire Need of an Emergency Fund 

Emergencies happen… unless you have an emergency fund. At least, that’s 

been my experience. My wife and I had countless random expenses come up 

before we established an emergency fund. Now that we have one, it seems 

like the emergencies have subsided. Maybe it’s a universal preparedness law, 

or maybe it has to do with Murphy’s Law. 

40% of US adults don’t have the savings to cover a $400 unexpected 

expense, according to a study from the Federal Reserve 6. This explains why 

credit card debt is getting higher and higher. The last thing you want your 

kids to do in an emergency is turn to a credit card. The second to last thing 

you want is for them to turn to the Bank of Mom & Dad. An emergency fund 

reduces the chances of both. 

Everyone should have an emergency fund. When your children are just 

moving out, it’s a good idea for them to have saved at least $500 for 

emergencies. Six months of living expenses is the ultimate goal for the fund. 

Think of this as “bare bones” living for six months. This is easy to calculate. 

Just imagine how you would spend money if you lost your job (no eating out, 

no extra entertainment, etc.), and come up with how much you would need to 

pay all of your bills and eat for a month. Then multiply that by six. 

Remember, just because you or your child earns $3,000/month, that doesn’t 

mean $3,000/month is required to survive in the event of an emergency. And 

you don’t want any more money then necessary in a savings account earning 

no interest. 

If you want to give your child a monetary gift when they leave home, 

consider giving them the gift of financial security: an emergency fund. But 

don’t feel obligated. 

5. Debt Can Ruin Your Life 

https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-6-11991
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Debt is often the first topic in any finance book or course. Why? Because it’s 

the single largest contributing factor to keeping people poor. Let’s look at the 

debt in this US: 

Source 
The majority of US citizens have installment loans (mostly mortgages), and 

an astounding 44% of Americans have revolving credit card balances. I 

suspect it’s actually much higher than that. 

And this is normal. 

US consumers owe $927 billion in credit card debt alone, which makes for 

over a $15,000 average per household, according to a study by Nerd Wallet 7. 

However, in a recent study by Ramsey Solutions, the total consumer debt is 

more than double that figure, at $34,055 8. 

https://www.federalreserve.gov/econres/files/scf2016_tables_public_real_historical.xlsx
https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-7-11991
https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-8-11991
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What’s the cause for all that debt? Often, it was emergencies. 

Nerd Wallet asked consumers what primarily caused their debt: 

Source 
Refer back to #4, and help your children establish an emergency fund. This 

will drastically reduce the chances of unexpected credit card debt. You don’t 

want your kids to fall into the debt trap. 

Debt really can ruin your life. It happens every day. Your kids need to know 

the destructive powers of debt, before they get their first credit card offer. 

6. Credit Isn’t That Important 

https://www.nerdwallet.com/blog/average-credit-card-debt-household/
https://www.businessinsider.com/students-loan-debt-horror-stories-2013-6?IR=T
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Plenty of finance gurus and bloggers will tell you that obtaining a high credit 

score is an important first step for your child. 

In reality, it’s not that big of a deal. Unless your kids want to live a life of 

debt. And if they do want that, please refer them back to #5. 

If you’re teaching your kids to stay out of debt, a credit score isn’t so 

important. Your child will still be able to get a mortgage later on—if they 

choose to do so—through a process called manual underwriting. 

As The Balance puts it: 

The key to high credit scores is a history of borrowing and repaying 

loans. But some people choose to live without debt, which can bring 

simplicity and significant interest savings. Unfortunately, your credit 

eventually evaporates along with your interest costs. You don’t 

necessarily have bad credit—you have no credit profile at all (good or 

bad). Still, it’s possible to get a loan with no FICO score if you go 

through manual underwriting. In fact, having no credit or thin credit 

can be better than numerous negative items (like bankruptcy or 

collections) in your credit reports 9. 

If you’re thinking these sound like hurdles that could be avoided with a credit 

score, consider the other possibility of what could happen if “building a credit 

score” goes wrong: your child could get trapped in mountains of debt. Try to 

persuade your kids to not make decisions purely to build their credit. 

Once they’re responsible, if they want credit so badly, it’s easy to build credit 

over time by using credit cards and having them set to automatically be paid 

off every single month. They can start with secured credit cards and work 

their way up to standard credit cards with no annual fees and good rewards. 

But again, this shouldn’t be done just to build a credit score. Especially if 

they don’t plan on needing one. 

https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-9-11991
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If your kids choose to go the debt-free route for their entire life, The Balance 

also give some good tips for how to live that way. 

7. Budgets Give You Freedom 

The word “budget” is an ugly word to many. It sounds boring. Contrary to a 

popular finance blog’s title, budgets are not sexy. But they are freeing. 

Don’t teach your kids that budgets are a necessary evil. Teach them that they 

can be fun, they stretch their money, and they allow them to do anything they 

want to do. 

Things like a “fun money” category show your kids how budgets can be 

exciting. You can allocate X amount of dollars to spend on anything you 

want for that month, and not even feel guilty about it. 

It’s almost 2019. Paper budgets are likely—though not always—going to 

steer your kids away from budgeting. If your kid loves spreadsheets and 

numbers, try a paper budget or a digital budgeting template. But for most 

kids, technology will win them over to budgeting. 

What are the best budgeting tools? I’m glad you asked! 

Here are my favorite free digital budgeting tools: 

• Personal Capital – My personal favorite. You can link all of your 

accounts, see your net worth, and track every single expense. 

• Goodbudget – Track your expenses easily with the app, and create 

separate envelopes for every category. 

• EveryDollar – Dave Ramsey’s budgeting software. Easy to use. Similar 

to Goodbudget, with more options. 

There are a thousand other possible tools to use. Find what works for you and 

your children. 

https://www.thebalance.com/tips-for-living-with-no-debt-and-no-credit-score-4097047
http://budgetsaresexy.com/
https://cdn.ramseysolutions.net/media/pdf/forms/fpu-budgeting-forms.pdf?_ga=2.39431716.640958021.1543736426-88117681.1542167147
http://www.budgetsaresexy.com/free-budget-templates-sites/
http://www.moneyminiblog.com/recommends/personal-capital
http://goodbudget.com/
https://www.everydollar.com/
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8. The Power of Compound Interest 

Compound interest is the eighth wonder of the world. He who 

understands it, earns it … he who doesn’t … pays it. 

Compound interest is the most powerful force in the universe. 

Compound interest is the greatest mathematical discovery of all time. 

– Albert Einstein 10 

Your child needs to understand compound interest before it starts working 

against them, so that it can instead work for them. 

Investing should start as soon as possible to get the most benefit from it. I 

showed how starting earlier can make all the difference in, 15 Finance Terms 

Children Need to Understand. Warren Buffett comments on how compound 

interest got him to be the richest person in the world: 

My wealth has come from a combination of living in America, some 

lucky genes, and compound interest. 

– Warren Buffett 

If your child starts young, invests in simple index funds, and lets compound 

interest do the work, their retirement will be just fine. That’s all it takes. But 

starting young and understanding compound interest are the keys. 

9. Automation is Powerful 

There is no need, with technology today, to pay your bills manually. You can 

automate investing, saving, utilities, monthly bills, and even giving. That’s 

exactly what I do. 

https://freedomsprout.com/before-leaving-home/#easy-footnote-bottom-10-11991
https://freedomsprout.com/finance-terms-for-children/
https://freedomsprout.com/finance-terms-for-children/
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Automate everything you can, and you’re left with a small amount to budget 

each month. You can even automate budgeting to an extent with the tools 

above, by connecting your accounts and having the categories sorted 

automatically for each expense. 

As David Bach puts it in his book, The Automatic Millionaire: 

• You don’t need a budget 

• You don’t need willpower 

• You don’t need to make a lot of money 

• You don’t need to be that interested in money 

• You can set up the plan [to automate your finances] in an hour 

You can take the time, in the beginning, to set your finances on a system of 

automation. That leaves you focusing on a small percentage to actually make 

the spending decisions. 

10. How to Nail a Job Interview 

There are hundreds of good articles online about how to nail a job interview, 

but it all comes down to a proper understanding of dealing with people. If 

your son or daughter can talk to people well, they can nail a job interview. 

The basics of a good interview consists of things like a firm handshake, eye 

contact, confidence, and honesty. But that’s not just for job interviews, that’s 

for any area in life when you deal with people… which is most areas of life. 

Instead of giving you a few common points for a good job interview, I 

suggest that you teach your kids how to deal with people in an authentic way. 

These are some great books your kids should read before leaving home: 

• How to Win Friends & Influence People by Dale Carnegie 

• How to Have Confidence & Power in Dealing With People by Leslie T. 

Giblin 

https://amzn.to/2PbVbkM
https://amzn.to/2Q5qnr8
https://amzn.to/2rfEKdw
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• Crucial Conversations by Patterson, Grenny, McMillan, and Switzler 

All of these books should be required reading in college, if not high school. If 

your kids know how to deal with people, a job interview will be easy. So I 

suppose this point may be better as “How to Deal With People,” but I wanted 

to stress the importance of these skills in a job interview. 

11. How Insurance Works 

You children may still be under your heath insurance, but once they leave 

home, they’ll have to worry about several different types of insurance. 

Here are the basics your kids need to know: 

• Health Insurance – Once they’re no longer on your insurance plan, 

your kids will need to find their own (to have proper coverage and by 

law). I suggest helping them through this process since it’s a big 

decision, and a big deal. It’s important they get a reasonable price, while 

also receiving good coverage. Many employers will cover health 

insurance, but it depends on the type of job. Part-time jobs often provide 

no coverage. 

• Car Insurance – Your children will need to understand the difference 

between full coverage and liability. Get them to look for a quality 

insurance company. Odds are, the cheapest company won’t provide the 

best coverage and service. 

• Rental Insurance – Before your child buys their own home, they’ll 

likely be renting a house or apartment. Insuring the contents of that 

home is important, and it’s typically quite affordable. 

And later on (but not much later): 

• Home Insurance – Your kid may not be immediately moving into a 

mortgage from your house, but when and if they do decide to buy a 

home, they need to know what to look for. Teach them to read the fine 

print to see what’s covered. Many insurance policies don’t cover things 

like burglary, house fires, or destruction during a time of war (yes, this 

https://amzn.to/2PfYvLL
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is actually outlined as something most insurance companies won’t 

cover). 

• Life Insurance – Life insurance is for the people survived by you, not 

for you. If your kid doesn’t have a family of his own, he doesn’t need to 

worry about life insurance, other than possibly burial costs. But down 

the road, and before he is old enough to start seeing a dramatic increase 

in rates, he will need life insurance. Once the time comes, prefer term 

life insurance over whole life insurance. Many companies offer 

cashback-term policies now, which means at the end of your term, you 

can get up to 100% of the money you paid back if your policy doesn’t 

pay out (a.k.a. if you don’t die). For the differences and why term is the 

better option, see Dave Ramsey’s view on this. 

• Disability Insurance – This is important from an early age, but it’s not 

always necessary as soon as your child moves out. Make sure she 

understands what disability insurance is, and has a plan to get it once she 

starts a family. 

Children often look for the cheapest version of any insurance without 

considering the coverage. 

Quality is important, but insurance premiums shouldn’t bankrupt your child. 

There’s a balance. 

Most other insurance outside of what’s mentioned above are either 

unnecessary, scams, or they apply to a very specific situation. The only other 

type of insurance you may want to consider is identity theft protection. 

There’s nothing ID theft protection companies can do that you can’t, but it 

will save you a whole lot of time in the event that you’re a victim of ID theft. 

 

To learn more, visit our website

https://www.daveramsey.com/blog/term-life-vs-whole-life-insurance
https://freedomsprout.com/about-freedom-sprout/

