














Take Control of Your
Finances in
Difficult Times

In addition to real or paper losses

on investments, many people
have experienced another negative side effect of
the current economic downturn and stock market
volatility. This side effect is emotional distress due
to a perceived loss of control. When the financial
news is grim and market indices fluctuate hundreds
of points daily, it's easy to feel that you're helplessly
at the mercy of external forces. Research has
found that people are especially unhappy in situa-
tions where they perceive themselves to have a
lack of control.

Dealing with a loss of control as investors was the
topic of a recent article in the Wall Street Journal,
which described how investors react to market vo-
latility. It summarized several studies that found
that, when our sense of control is threatened,
people tend to latch on to whatever small fragments
of information are available and to believe that they
are reliable. The article also stated "You cannot
control whether or not the market will continue to
trash stocks, but you can control how you respond.”
Much of life is like that.

What should you do? The good news is that there
are ways to maintain control in times of economic
uncertainty. While no one individual, not even the
Federal Reserve chairman, can control the econo-
my and the stock market, let alone predict the di-
rection that they are moving, we can control the
ways we think and act. Below are eight ways to
maintain control over your finances when things are
seemingly "out of control™:

1. Watch Your Spending—In times of economic
uncertainty, it's wise to "live below your means"
and practice what economists call "precautio-
nary savings." There is some recent evidence
that Americans are already doing this on a large
scale. Consumer spending figures are down
and, according to the Bureau of Economic
Analysis, the U.S. savings rate increased to al-
most 3 percent of disposable income in the
second quarter of 2008, up from 1 percent or
less during the past three years.
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Prepare a Spending Plan—Also known as a
budget, a spending plan is a written "best esti-
mate" of the cost of future spending and saving.
Ideally, a spending plan should balance income
and expenses, including regular savings for fu-
ture financial goals. Worksheets for creating a
spending plan can be downloaded from the
University of Idaho Extension website
http://info.ag.uidaho.edu/pdf/CIS/CIS1113.pdf.

Tune Out Market "Noise"—As noted above,
people who are experiencing a lack of control
put a lot of stock in any information that they
hear. Daily financial reports that, by design, re-
port moment by moment market fluctuations,
with commentary, feed on market jitters, and
can cause some people to panic. Consider li-
miting your exposure to detailed stock market
reports (e.g., CNN and CNBC) or, at the very
least, keep reminding yourself that you are in-
vesting for the long term.

Minimize Investment Expenses—Pay atten-
tion to the expense ratio (i.e., expenses as a
percentage of assets) charged by mutual funds.
This information is found in the mutual fund's
prospectus, which can often be downloaded
from the Internet. Especially at times when mu-
tual funds are experiencing paper losses, there
is no reason to be earning anything less. Ex-
penses, along with historical performance, are a
key factor in the selection of a mutual fund.
Look for stock funds with an expense ratio be-
low 1.4 percent. Many index funds are much
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lower than that. One thought might be to sell
your current funds, realize the losses on your
investments to reduce your taxes, and reposi-
tion your assets in lower cost funds or a diversi-
fied set of index funds for your future. This is
one way you can reposition, IF YOU NEED TO,
while capturing something positive from this
negative environment.

Save Money, Be Happy—The insurance com-
pany Northwestern Mutual recently conducted a
study that found that people who do things that
constitute good planning tend to feel happier
than those who don't. Specific practices that
made "planners" feel better about life included
setting financial goals, taking steps (read: sav-
ing) to achieve goals, and spending within a
budget. If you don’t have a plan, you're adrift in
this sea of uncertainty. If you need help with
your plan, hire a quality, client-centered advisor
to help you with your plan.

Study Investment History—Financial markets
often seem less scary when someone has pre-
viously experienced a grueling bear market
and/or has learned about the characteristics
and historical performance of investments. (We
old goats have been through times in history
that are similar to this time in history. Listen to
those that are older and more experienced. It
may provide some insights that are new to you.)
We know from history, for example, that stocks
can be very volatile day to day but, over periods
of 10 years or longer, volatility is greatly re-
duced. A good source of information about in-
vesting is Rutgers Cooperative Extension's In-
vesting for Your Future home study course at
http://www.investing.rutgers.edu. In times of turbu-
lence and change, knowledge is power!

Consider Getting Professional Advice—
Professional financial advisors can provide
perspective to nervous investors during uncer-
tain economic times. They also have many
helpful tools, such as software to run retirement
income withdrawal scenarios that can estimate
how long someone's money will last. To locate
a financial advisor, start by asking for referrals
from other trusted advisors such as a CPA or
attorney. Friends and co-workers may also
have suggestions. "Find a planner" links by
state are also available online at www.napfa.org

and www.fpanet.org. For guidance on how to se-
lect a financial planner visit
http://www.pueblo.gsa.gov/cic_text/money/financial-
planner/10questions.html.

8. Take Care of Yourself—The last thing that
someone needs in an uncertain economy is
health problems, especially if your job (and
access to health insurance) is shaky. Major
health "issues" such as diabetes and cancer,
are expensive to treat and a drain on household
wealth. Put the odds in your favor by taking
charge of your health. Specific actions such as
losing weight, exercising regularly, and quitting
smoking provide many associated financial
benefits. Health is, indeed, our greatest wealth.

Yes, the economy and the financial markets can
seem out of control today, but the best remedy for
economic uncertainty is controlling things that we
can. Numerous studies have confirmed that people
who maintain some measure of control over their
lives in times of crisis and uncertainty generally
cope better and feel less powerless than those who
don't. Making plans, and revising them when
needed, is also a characteristic of financially savvy
people. Abraham Lincoln once said "The best way
to predict the future is to create it."

Personal finance information is available online
through Cooperative Extension system's eXtension
(pronounced ee-extension). This information deli-
very system has personal finance experts who can
answer your questions and provide additional re-
sources. (The system of land-grant colleges and
universities, across the United States, feed into this
system.) To access the eXtension personal finance
website, visit www.extension.org/personal_finance.

Source: O’Neil, B., November 14, 2008, Take Control
of Your Finances in Difficult Times. MU Fi-
nancial Tip of the Week electronic newsletter.
University of Missouri-Columbia.
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Credit Card Universal Default
Clauses = Increased Costs

The credit crisis may now affect you in ways you
never dreamed of because Universal Default
clauses are increasingly being used by creditors.
The Universal Default provision, generally buried in
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the fine print of your credit card agreement, basical-
ly says that if you are more than 30 days late on
any payment to anyone, the interest rate on your
credit card could shoot up and your credit score
may be damaged.

More than one-third of major credit card issuers
now say they act on these clauses regularly. A re-
cent survey found that a staggering 39 percent of
credit card issuers said they apply the rule to cus-
tomers, even if they had no late payments on their
own card. However, many consumers are still una-
ware of the dangers because they either don't read
or don't understand the credit card agreement.

Gerri Detweiler, author of personal finance books
and articles says, "These default clauses are get-
ting scarier by the minute. If a credit card offer in-
cludes a universal default clause, you need to know
what you're being set up for. If you're one day late
on any payment to any creditor, you could be sub-
ject to a default rate as high as 29.99 percent on
many others." Some major lenders don't mention
Universal Default in their initial credit offers, but of-
ten add it a few months later with a "notice to card-
holders" included with their monthly statements.

It doesn't necessarily take being late on big-ticket
items such as a car or a mortgage payment to trig-
ger the default clause. It could be for something as
innocuous as an overlooked $30 phone bill or a
forgotten $20 book club subscription. Creditors pe-
riodically check your credit file and if you're late
paying any other bills, not just theirs, the default
clause can be used. Low interest rates enjoyed at
the beginning of a credit relationship could, in many
cases, double or triple.

What can you do to avoid unexpected spikes in

your credit card interest rates? Here’s some advice:

e If you have a large credit balance, make sure
it's at a low fixed rate—with no universal default
risk tucked away in the fine print.

¢ Monitor your accounts carefully and examine
each bill when it arrives to check its due date.

o If you decide to dispute a bill, act promptly to
work it out with the lender. Don't wait until your
account is sent to a collection agency.

e Keep accurate lists of your credit cards, bal-
ances, limits, interest rate, and payment due
dates.
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e Contact the card company and ask to have your
due date changed so that it falls at a convenient
time of the month for your lifestyle.

e Consider paying bills when they arrive instead
of when they are due.

e Consider paying your bills automatically and
electronically each month, either by computer
or through a banking arrangement.

Source:  Burt, Bill. Universal Default Rules Explained.
Bankrate.com. Retrieved 11/14/08 from
http://www.bankrate.com/brm/news/credit-
management/20040120a1.asp.; Richard, P.,
11/14/08, Credit Card Holders Beware: Be-
cause Universal Default is Now in Stealth
Mode. Institute of Consumer Financial Infor-

mation E-News #08-23.

credit, credit cards.
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Trim Expenses While You
Trim the Tree

The holidays are typically a time
we think about spending money,
not cuttmg expenses. But let's face = A8
it, you're going to have to pay for those shlny new
packages under the tree. This year, many of us will
be searching for ways to economize on holiday and
year-round expenses.

You've heard all the standard ways to cut costs:
don't buy Starbucks, take a bag lunch, and so forth.
But you can get a lot more creative with slicing and
dicing the way you divvy up your financial pie.
Some of these trimming tips may be familiar to you
and some may be new, but if you follow through on
them, you're sure to shake loose a few more dollars
that can be spent on whatever you value the most.
e Watch out for shipping costs when buying via
the Internet. Use the Internet to comparison
shop, then pick up the item locally.

¢ If you see something in a catalog that you want
to buy, wait a week before ordering to see if you
still really want it. (But don't wait too long or
your holiday gift may not make it under the tree
in time.)

e When traveling, look online for ideas and/or
coupons before you go. Once on site, ask the
locals for low-cost favorite spots, a la Rachael
Ray.
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Try a vacation at home. See and do the things
you've always meant to do and save on hotel
costs. The holidays are a perfect time to enjoy
local festivities.

Send free e-cards and save on postage.

Give your time or services instead of "things"
for gifts.

Go gray. If you hate sitting with gloppy color on
your head and paying an arm and a leg for the
privilege, you should know that as the baby
boomers age, gray is "in."

Pay your mortgage payment biweekly instead
of monthly—you'll save on interest costs and
pay off your mortgage sooner.

Pay extra premium payments when paying your
mortgage. As above, you'll save interest pay-
ments and be able to pay off your mortgage
sooner.

Pay cash when possible—psychologically it's
harder to spend cash than using credit cards,
and you'll save on interest charges.

Set up one checking account for regular recur-
ring expenses and another for bigger-ticket
items. (Only buy if you've saved enough.)
Check with state or federal governments to see
if you have money owed to you. To find out
more about claims in your state, go to the Na-
tional Association of Unclaimed Property Administra-
tors' Website.

If you've inherited an IRA, understand how to
stretch out the tax deferral by taking the correct
minimum required distribution.

Don't get divorced.

Quit smoking.

Save all your change and use it to buy gifts next
year.

Go to matinee movies instead of movies at
night.

Stop buying clothes that are "dry clean only."
Learn to iron.

Plan parties where everyone brings something.
Have cocktails at home and then go out; have
dessert at home.

Order vegetarian when you're out.

Look up phone numbers in the phone book in-
stead of paying for directory assistance.

Sell stuff you don't need or use anymore on
eBay.

e Shop resale shops or estate sales.

e Shop the clearance racks.

Source:  Stevens, S., Trim Expenses While Trimming
the Tree. Morningstar. Retrieved 11/16/08

from http://news.morningstar.com/articlenet/
article.aspx?id=214643.

Keywords:  saving, spending, shopping.

Family Economics Resources

New 4-H curriculum: Reading Makes Cents
Reading Makes Cents was developed by Penn
State University. The curriculum consists of one
Facilitator's Guide (#08389), priced at $17.00,
available during the introductory period for $11.05!

Reading Makes Cents has 53 experiential activities
developed around money including saving, spend-
ing, sharing, earning, borrowing, and lending. The
literature, concepts about money, and activities
were selected to appeal to children in grades 3-5.

For more information about Reading Makes Cents,
(#08389), including a sample activity, ordering in-
formation, and a one-page overview, go to: www.4-
H.org/curriculum/reading.

Hope for Homeowners Program

The U.S. Department of Housing and Urban Devel-
opment has a new Hope for Homeowners site with
information. The HOPE for Homeowners program is a
way to refinance mortgages for borrowers who are
having difficulty making their payments, but can
afford a new loan insured by HUD's Federal Hous-
ing Administration (FHA). The program began Oct-
ober 1, 2008, and will end September 30, 2011.
HUD is still building their website, but some basic is
available.

Family Economics Calendar

December 10, Family Economics Topic Team
Meeting. 2:30 MT, 1:30 PT. Idaho Compressed
video sites: MOSCOW, Niccolls Bldg. room 102;
BOISE, Ul Water Center room 162; TWIN FALLS,
Conference room B66; and POCATELLO, ISU ETS
Conference room (B35 in the Library).
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