














Idaho Personal Finance Website
Launched

Despite the recent pronouncement by Federal Re-
serve Chairman, Ben Bernanke, that the recession
is technically over, many authorities expect effects
of the recession to extend well into 2010. The un-
certain economy is increasing ldahoans desire for
personal finance knowledge—learning to budget,
reducing use of credit, paying down debt, increas-
ing savings, and adapting frugal spending habits.
University of Idaho Extension just launched a new
Idaho Personal Finance website,
www.extension.uidaho.edu/personalfinance to help
them with each of these tasks, and more!

The website offers research-based instruction on
financial basics, on credit and debt, and on ways to
live well while spending less. It outlines ways to use
credit wisely, trim debt, understand credit scores
and reports, and rebuild damaged credit histories.
Website visitors learn how to reduce the costs of
energy, housing, travel, meals, and other budget
items and how to set financial goals, track spend-
ing, develop savings programs, and avoid identity
theft.

Though the Ul Extension personal finance team
teaches a variety of personal finance classes, not
everyone can make the time to attend. This website
allows us to deliver the university’s educational re-
sources to additional audiences 24/7. Visitors to the
Idaho Personal Finance website will find tools for
setting financial goals, tracking expenses, compar-
ing credit cards, computing appropriate debt-to-

income ratios, developing debt-reduction strategies,
calculating net worth and even planning healthy,
cost-effective meals.

Website authors include University of Idaho Exten-
sion educators—Luke Erickson, Linda Gossett, Lyle
Hansen, Beverly Healy, Rhea Lanting, Audrey Lid-
dil, Marsha Lockard, Barbara Petty, Karen Richel
and family economics specialist, Marilyn Bischoff.
We encourage you to link to the website from your
county extension or organization’s web page and
use the resources to assist residents improve their
financial well-being.
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Americans Change Their Financial
Behaviors

Americans are turning away from unchecked con-
sumerism and embracing the traditional values of
personal responsibility and self-reliance. While this
new frugality may seem like a short-term negative
for the retail economy, it will help us build a ge-
nuinely healthy economy that is strong enough to
address long-term problems like the Medicare and
Social Security deficits. We must be prepared to
take care of ourselves by spending and saving
wisely, according to the First Command Financial
Behaviors Index.

Oddly enough, this welcome surge in positive fi-
nancial attitudes and behaviors is occurring during
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a period of conflicting economic news. Consumers
are saving more, spending less and trimming debt,
but employment concerns are intensifying. The In-
dex’s June survey reveals that many respondents
have experienced negative changes in their em-
ployment situation including:

reduced salaries (11%)

reduced hours (7%)

elimination of bonuses (16%)

loss of benefits (16%)

Strikingly, the Index reveals that most Americans
who are looking for jobs do not see significant op-
portunities in the near future (58%). As Americans
feel the pinch in their paychecks and worry about
job security, they continue to tighten their belts.
They have cut back by:

¢ reducing leisure activities (52%)

¢ reducing clothing purchases (47%)

¢ reducing household goods consumption (37%)

In addition, many U.S. households indicated that
they are shopping at discount stores (48%), in-
creasing coupon use (45%), and buying generic
(37%).

There are signs that these frugal behaviors may be
here to stay. The percent of families who say they
have cut back for good totaled 23 percent in June,
up from 14 percent in February. Almost half of sur-
vey respondents say they have embraced frugality
as a way of life. Americans are beginning to under-
stand that they need to take personal responsibility
for their finances, and they are making choices ac-
cordingly, the Index spokesperson said.

Note: The First Command Financial Behaviors In-
dex assesses trends among the American public’s
financial behaviors, attitudes and intentions through
a monthly survey of approximately 1,000 U.S. con-
sumers aged 25 to 70 with annual household in-
comes of at least $50,000. Results are reported
quarterly. The margin of error is +/- 3.1 percent with
a 95 percent level of confidence.
www.firstcommand.com/research.

Source: Reuters, July 27, 2009. Financial Attitudes
and Behaviors Continue to Improve: First
Command Reports. Retrieved 7/30/09 from
http://www.reuters.com/article/pressRelease/i
dUS129008+27-Jul-2009+BW20090727.
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Credit and Debit Card Blocking

Have you ever been told you were over your credit
card limit, or had your debit card declined, even
though you knew you had available credit, or mon-
ey in your bank account? If this happened shortly
after you stayed in a hotel or rented a car, the prob-
lem could have been card "blocking."

What's Blocking?

When you use a credit or debit card to check into a
hotel or rent a car, the clerk usually contacts the
company that issued your card to give an estimated
total. If the transaction is approved, your available
credit (credit card) or the balance in your bank ac-
count (debit card) is reduced by this amount. That's
a "block." Some companies also call this placing a
"hold" on those amounts.

Here's how it works: Suppose you use a credit or
debit card when you check into a $100-a-night hotel
for five nights. At least $500 would likely be
blocked. In addition, hotels and rental car compa-
nies often add anticipated charges for "incidentals"
like food, beverages, or gasoline to the blocked
amount. These incidental amounts can vary widely
among merchants.

If you pay your bill with the same card you used
when you checked in, the final charge on your cre-
dit card, or final amount on your debit card, proba-
bly will replace the block in a day or two. However,
if you pay your bill with a different card, or with cash
or a check, the company that issued the card you
used at check-in might hold the block for up to 15
days after you've checked out. That's because they
weren't notified of the final payment and didn't know
you paid another way.

Why Blocking Can Be a Problem

Blocking is used to make sure you don't exceed
your credit line (credit card) or overdraw your bank
account (debit card) before checking out of a hotel
or returning a rental car, leaving the merchant un-
paid. Blocking is sometimes also used by restau-
rants for anticipated sizeable bills (like large groups
at dinner or a party), by companies cleaning your
home, and other businesses to ensure credit or ac-
count money will be available to complete payment.

If you're nowhere near your credit limit or don't
have a low balance in your bank account, blocking
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probably won't be a problem. But if you're reaching
that point, be careful. Not only can it be embarrass-
ing to have your card declined, it also can be in-
convenient, especially if you have an emergency
purchase and insufficient credit or money in your
bank account. On debit cards, depending on the
balance in your bank account, blocking could lead
to charges for insufficient funds while the block re-
mains in place.

How to Avoid Blocking
To avoid the aggravation that blocking can cause,
follow these tips:

¢ When you check into a hotel or rent a car—or if
a restaurant or other business asks for your
card in advance of service—ask if the company
is "blocking," how much will be blocked, how
the amount is determined, and how long the
block remains in place.

e Consider paying hotel, motel, rental car, or oth-
er "blocked" bills with the same credit or debit
card you used at the beginning of the transac-
tion. Ask the clerk when the prior block will be
removed.

¢ If you pay with a different card, by cash, or by
check, remind the clerk you're using a different
form of payment and ask them to remove the
prior block promptly.

e Ask your current debit card issuer if they permit
blocks, for how long, and from what types of
merchants. If they do, you may want to consider
getting an overdraft line of credit from your
bank. Ask about a plan that always automatical-
ly covers the overdraft and does not involve a
separate bank decision on whether or not to
pay it each time. Although you might incur
some interest on this plan if you don't pay off
the amount fairly quickly, you would not have
an overdraft that is not paid. Ask your bank if
they offer an overdraft line of credit, how it
would work, and how much it costs.

In addition, if you are considering a credit or debit
card, shop around. When comparing credit and de-
bit card offers, ask issuers if they permit blocks, for
how long, and from what types of merchants. You
may want to consider an issuer that uses shorter
blocks.

Source: Federal Trade Commission, June 2003.
Facts for Consumers: Credit and Debit Card
Blocking. Retrieved 9/3/09 from
http://www.ftc.gov/bcp/edu/pubs/consumer/cr
edit/cre11.shtm.

Keywords: credit cards, debit cards, travel, spending.

A Debt Study: Boomers and
Generation X Deeper in Debt

Despite American’s shifts in spending behavior,
eight in ten consumers had non-mortgage debt,
unchanged since 2007. Although overall amounts
of debt have not increased since 2007, Baby Boo-
mers’ debt has risen. However, half of consumers
view debt as something they should avoid and
three in ten (32%) view it as something to be used
only in important situations.

Individuals belonging to Generation Y, those born
between 1981-1987, and the Silent Generation
(born 1934-1945) are most likely to feel that debt
should be avoided if possible (61% and 59%) re-
spectively. Forty-seven percent of Generations X
(born 1965-1980) and Baby Boomers (born 1946-
1964) had similar feelings.

When the four generations are aggregated, the dol-
lar amount of debt reported by consumers has not
changed since late 2007. Half (52%) owe $2,500 to
$24,999 and one-third (35%) owe more, which is
comparable to debt averages in 2007. It seems
consumer’s cost savings strategies have not been
in effect long enough to reduce total debt or else
they are not pursuing them with enough consisten-
cy to have a noticeable effect on their debt.

Among Boomers, 22 percent owe at least $50,000
in non-mortgage debt compared to 12 percent in
the fall of 2007. However, the number of Boomers
who see debt as a normal part of their lifestyle has
dropped significantly (declined from 23% in Fall
2007 to 18% in Spring 2009). Perhaps this change
in philosophy is the consequence of Boomers’ rec-
ognition that the growth of their debt cannot contin-
ue.
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Nearly two out of three consumers expect to com-
pletely eliminate debt within the next five years.
Their estimates are probably overly optimistic judg-
ing from findings that two thirds of the Silent gener-
ation and eight out of ten of younger generations
are in debt today. A larger share of consumers en-
ters retirement with debt than expect to do so. Only
one in five (19%) expect to enter retirement with
non-mortgage debt, but more than half of retirees
(54%) said they did. Likewise, one-quarter of non-
retirees (24%) believe they will have a mortgage
when they retire, but the actual number of retirees
who did is double (48%). While consumer goals are
optimistic, it is not clear they will be any better at
achieving them than the last generation of retirees.
Among retirees who entered retirement in debt, 33
percent say the amount of debt they had was more
than they had in savings.

Source:  Greenwald & Associates, M., May 2009.
Debt: The Detour on American’s Road to Re-
tirement. A study conducted for Securian Fi-
nancial Group. Accessed 9/15/09 from
http://www.securian.com/Debt/09Securian D

ebtStudy.pdf.
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Credit Card Satisfaction

U.S. consumers’ satisfaction with credit cards
plummeted in 2009, driven by anger due to fees
and higher interest rates, according to a poll recent-
ly released by J.D. Power and Associates. The poll,
conducted in May and June, received responses
from more than 9,000 credit card users.

their interest rates since 2008, with
the largest decline in satisfaction

14%
among revolvers, those card holders

- who carry a balance from month to
ik month. In addition, 18 percent of
@, ~ customers complained about various
' fees, up from 10 percent a year ear-
- lier.

8% Overall satisfaction among credit

card customers remains the lowest
R across the financial services indus-
| 12% tries, including insurance, banking

and investment services. In the last
year, credit card companies have been raising fees
and interest rates and slashing rewards to cushion
record high loan losses. Those actions ignited pub-
lic anger, as the same companies started receiving
billions of dollars of taxpayer money in federal bail-
outs during the economic meltdown. The move
pushed Washington to limit the ability of credit card
companies to raise fees or interest rates from Feb-
ruary 2010.

American Express Co, the largest U.S. credit card
company by sales, ranked first in the satisfaction
survey, helped by its rewards program, followed by
Discover Financial Services. American Express,
Bank of America, JPMorgan, Citigroup, Capital
One, and Discover make up around 80 percent of
the U.S. credit card industry.

An overall satisfaction ranking for major card issu-
ers was based on six criteria: fees, billing and pay-
ment process, rewards, product benefits and ser-
vices, customer interactions, and problem resolu-
tion. To access poll results, go to http://www.jdpower.
com/Finance/ratings/credit-card-ratings.

Note: Mention of product names does not imply
endorsement by University of Idaho Extension.

Source:  Adapted from Lagorio, J., Berlowitz, P. (2009,
Sept. 1). U.S. credit card satisfaction down amid higher
rates: poll, New York: Reuters News Service. Retrieved
9/4/09 from http://www.reuters.com/article/smallBusiness
News/idUSTRE58021M20090901.

Keyword: credit cards.

To find Family Economics Calendar events go
www.agls.uidaho.edu/fcs/calendar.htm or
www.extension.uidaho.edu/calendar.
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