WHAT IS A RECESSION?

The formal definition of a recession is a period of two quarters of negative Gross
Domestic Product (GDP) growth. However, you don't need a dictionary to tell you you're
feeling the financial squeeze. Prices for food and fuel, two commaodities you can't do
without, are up dramatically. Wages are stagnant, unemployment is on the rise, and
credit is harder to get.

HOW DO WE PREPARE?

Consider the following advice:

« Make yourself invaluable at work. It is never a good time to lose a job, but
when jobs are scarce, you want to make a special effort to hang onto the one you
have. Be sure to have a good attendance record, be willing to take on extra
tasks, and complete projects on time. Some industries, such as those associated
with housing, are more vulnerable than others, but anyone would be smart to
prepare for the worst by updating their resume. Now is the time to begin
networking to discover what opportunities are out there. If you are laid off, file
immediately for unemployment benefits.

e Investigate health insurance options. If you are laid off, knowing your health
care options in advance will put you ahead of the game. Many companies allow
you to continue on their plan for a limited number of months. However, this is
usually at a very high rate. Know in advance if you can be added to your
spouse's plan, or visit with an agent about stand-alone plans. Doing so will
prevent any gaps in coverage.

o Be familiar with you financial situation. There's nothing like seeing your
financial picture in black and white. Write down all sources of income from each
wage-earner in the household. Next, subtract all of your monthly living expenses,
things such as rent or mortgage, utilities, food, insurance, etc, followed by
secured debt payments and then other credit obligations. When times are tough,
it's critical to pay priorities in this order. If your creditor is happy, but your
electricity has been turned off, you've paid backwards.

o Keeping saving for your longer, goals like retirement and college, even ifitis a
little bit. Continue to put money in your 401(K) or Roth IRA. It is hard to invest
when the market is down. You may want to run to CDs or bank savings
accounts- which are sound places to stash you emergency funds- but not your
savings for long-term goals. So think of today’s market as a big sale.

e Shop naked- leave your credit card at home and bring only $20 in cash with you.



Refinance your mortgage- consider fixing your rate. Mortgage rates are at an
all time low. The best investment you can make right now is to trim your high-
interest credit card debt.
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