What is a Recession?

A common definition of a recession is
two or more consecutive quarters with
a decline in the country’'s gross eco-
nomic product (GDP). According to the
Bureau of Economic Analysis (BEA)
the GDP dropped significantly in the 3™
Cluarter of 2007, and grew below esti-
mates in the 4" Quarter. Although it is
not official yet, with housing prices rap-
idly falling, energy prices rising and
business growth slowing many econo-
mists say a 2008 recession is inevita-
ble

Recession is a natural part of the eco-
nomic cycle and usually last between 6
and 18 maonths, but due to the rapidly
rising unemployment rate experts say
the coming recession could last up to
five years. Since slowing business
growth will cause stagnation in pay in-
creases and rising energy prices will
cause a significant increase in the cost
of living, it is important that we prepare
ourselves and our families for this re-
cession.

Pay Off High Interest Loans
and Credit Card Debt. Start with
the debt with the lowest balance and
the highest interest rate first and alter-

nate with smaller bills that you can pay
off

quickly. Paying off
the highest inter-
est rate first will
save you the
mast money in
the long run,
but it can be
discouraging
so alternating between the larger and
smaller bills will help you feel like

Pay Off High Interest Loans

and Credit Card Debt. Start with
the debt with the lowest balance and
the highest interest rate first and alter-
nate with smaller bills that you you are
getting somewhere. The key is to ag-
gressively reduce these debts and
stick to your plan.

Track Spending and Create a
Budget. You know how much you
bring in, but do you know where it all
goes? One of the first steps in creating
your budget is tracking your spending.
Gather all of your receipts for the
month and separate them into three
categories: fixed expenses, variable
expenses and non essential expenses.
You may be surprised at how much
you are spending on variable ex-
penses and unnecessary items. Use
this information to free up some of
your money so you can easily add to
your emergency fund.

Take Steps to Reduce Vari-
able Expenses. Variable expenses.
like the utility bills, clothing and groceries,
are some of the easiest to cut back. Call
vour phone company and negotiate a better

rate, use coupons for groceries. buy in bulk
and shop for clothing at discount stores.

Build an Emergency Fund. An
emergency fund is money you save for
unexpected expenses and should not
be used to buy luxury items, vacations,
or anything except an emergency. How
much you should save depends on your
own situation, but it is recommended to
save at least 6-9 months worth of your
salary. ldeally when you reduce your
expenses and pay off debt you will add
to your emergency fund. Continuously
adding to your emergency fund is a
good idea whether we are in a reces-
sion or not.

Be Optimistic. Being mentally pre-
pared is as important as being finan-
cially prepared. Remember that reces-
sions are a natural part of the economic
cycle. Whether the 2008 recession lasts
6 months or 5 years, you will get
through it. Knowing the possibilities,
planning ahead and preparing yourself
for the worst will help you feel mare se-
cure with less stress and worry.

5 Ways to Save on
Groceries

« Plan your meals ahead of
time

+ Make a List and Stick to It

« Buy Store Brands or Ge-
nerics

« Stock up When It’s on
Sale

» Take Your Lunch to Work
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