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Introduction

The headlines won’t go away. Anywhere, everywhere, in the paper, on the web, on television news. All grim.

“Initial jobless claims were 373,000 last week, far more than economists had expected, and the unemployment rate edged up to the highest level in three years.”

“Durable goods orders fell 2.5 percent, and factory orders resumed their year-long slump.”

“Consumer confidence fell to the lowest level in almost 5 years.”

“The stock market dropped 777 points on fresh worries about the financial sector.”

“Consumer prices shot up by a record 1.5 percent last month, while housing starts fell to a new 3-year low.”

“Consumer debt rose last month to the highest level ever.”

“Foreclosures were up a stunning 33 percent from the same time last year, and show no signs of abating.”

Somebody make it stop, please.

If It Walks, Talks, and Acts Like a Duck . . .

When you hear this sort of news, you know the economy sucks. And now it comes closer to home. Your next-door neighbor’s car is in the driveway at 9:30 on Tuesday morning. You finally get up the nerve to ask. A pink slip last Friday. Your young child’s best friend no longer shows up at the Montessori school—because the parents can’t afford it. Your other neighbor just sold his boat at a fire-sale price—needs the money to get his furnace fixed and pay this winter’s heating bills.

You feel your business—your company—slowing down. Less overtime, fewer rosy revenue projections. Nobody’s talking about expanding the building or adding a new location. Everyone’s talking about downsizing. If you’re in a public agency, your funding is being cut. Things aren’t growing anymore or even staying the same. Everything feels slower and smaller.

Your job is probably at risk. Less income, no income—yikes! Of course, your bills won’t get laid off; they’ll keep coming. They may even get bigger. Finding a new job costs money, too.

And depending on what is making the economy suck, everyday items like gas and food and visits to the doctor or dentist are getting more expensive. Less income, no income, higher costs.

You feel vulnerable, now more than ever. Even if the “real” economy—the world economy, the U.S. economy, the local economy— isn’t so bad, your personal economy can suck. It can be the economy in your line of work, as so many found out years ago in the steel industry, or more recently, in the auto industry, or still more recently, in the newspaper, real estate, and construction industries.

Or something on the “cost” side, like an unexpected medical bill, can make your own personal economy “suck,” even if everyone else’s seems okay.

The point is—it really doesn’t matter what the economists and talking heads call it. It might be a “recession” or a “downturn.” Whatever; the experts never agree anyway. Technically, a “recession” is defined as “two or more calendar quarters of negative GDP” growth. But as we all found out in the 2007–2008 downturn, the economy can suck long before those two quarters of negative growth are rung up.

Whether or not the economy officially sucks doesn’t really matter, anyway. If your economy sucks, it’s time for action. That action is what this book is about.

What Is Defensive Personal Finance?

This is a personal finance book. “Finance” because it’s about money, “personal” because it’s about your money. What are most personal finance books about? Look at the titles: how to become a millionaire, how to get rich, how to have a great retirement. They’re about making money, increasing wealth, or saving money for something. for something.

This book is different; it’s not about making money at all. I’m going to tackle a different issue: keeping what you have, preserving your lifestyle, preserving the home you’ve worked so hard for, and preserving your job in order to preserve those other things. I call it defensive personal finance.

Defensive personal finance is about the financial actions and attitudes necessary for you and your family to preserve your job (and thus your income), your home, and most of all, your lifestyle. Defensive personal finance is based on the assumption that you’ve gotten where you are through hard work. You’ve managed to build a career, acquire a home (whether through renting or buying), and achieve a lifestyle you’re comfortable with. Sure, you may have longer-term financial goals like a boat or larger home that you’re still pursuing, but those things may or may not happen right away.

But you don’t want to take a step backward because of a sucky economy. The point right now is to play defense, to keep bad things from sucking away the support for the lifestyle you’re already living. That includes the retirement lifestyle you’ve already earned and plan to live. Economic turmoil may push that boat or that second home further into the future, but that’s not what this book is about—it’s about preserving what you have, what you’ve achieved, with minimum stress and anxiety.

That last sentence is important. Financial stress and strife are the number one cause of marital and family stress and strife. The ramifications of a sucky economy can go far beyond bank accounts—they can change lives in a big way.

The 101 actionable tips I give will help you circle the wagons to preserve what you have, financially and emotionally. That’s the number one objective, and I hope you come away feeling a little stronger and less vulnerable to the world’s troubles.

If followed, much of the advice in this book will also help you build wealth when times are better. Good personal finance means always looking ahead. If the economy, or your economy, doesn’t suck right at the moment, it always helps to look ahead. Playing defense means anticipating what might happen so you can be prepared to deal with it. The business types would call it being proactive.

A Little Perspective on Downturns 

Although it may seem that way every time one happens, economic downturns are hardly a new thing.

Human nature turns us all (most of us, anyway) into optimists— especially when things are good. We make more, have more, and, hopefully, save more. Our decisions are reinforced by success, whether it’s from buying a home, investing in the stock market, or taking a new job. Things work out for the best, and we feel good about ourselves, our ability to make financial decisions, our influence on financial outcomes.

Then the economy tanks.

Naturally, a Cycle 

Downturns are a normal part of what’s known as the “economic cycle.” The economy has, in fact, logged nine recessions from 1950 through 2001. The economists don’t agree (yet) on 2007–2008, but I’ll make the call—it counts as Number Ten. That’s about one recession every six years.

True, the frequency has dropped somewhat. Better government policy at the Federal Reserve level, plus radically improved business and personal productivity brought on by technology, gave unusually long periods of prosperity from March 1991 through March 2001, and again from late 2002 into 2008. If you’re under forty, you probably only remember the “dot-bomb” drop of 2001–2002; the previous downturn around Gulf War I happened when you were in college or just starting work life. Other than that, you only hear about downturns from your parents and grandparents.

The point is, recessions happen, and the cycle is pretty consistent. Something happens to shake business confidence, consumer confidence, or both. In 2001 it was the collapse of the overvalued dot.com stocks, followed by the September 11, 2001, terrorist attacks. In 2007–2008 it was the contraction in the real-estate market and tightening credit.

Some commodity shock, some credit shock or bankruptcy, some political problem, or some combination of these and other factors is usually responsible. It’s more likely to happen just after things are good, as good times have a tendency to magnify bad times when the herd all turn in another direction at once. Downturns do happen and always will happen.

Shorter Than You Think 

Just like your personal life, when things are bad, they seem to take longer—forever, in fact. That 2001–2002 dot.com recession seemed like it would never end. Some structural changes, brought on by increased productivity and—worse—a lot of offshoring of key jobs, caused some of its effects to linger to this day—which is why many call it a jobless recovery.

Yes, downturns do tend to have lingering effects. But some of them are good—the 1973–1975 oil-shock downturn brought greater fuel efficiency and awareness of energy problems. The Great Depression brought greater bank regulation and overall government protection against financial things gone wrong. The 2007–2008 downturn contributed more rational lending standards and realistic real estate prices.

And for the most part, the pain is short lived. As measured by the stock market, only one of the nine recessions since 1950 lasted longer than a year—the one in 1973–1975. Government intervention and good old hard work usually serve to get us out of a recession. According to the Bureau of Labor Statistics, the average duration of unemployment in June 2008 is 17.5 weeks; only one-third of unemployed are unemployed for longer than four months; only one-fifth for longer than six months.

Most recessions have a silver lining, for example, the export boom during the 2007–2008 downturn. So as bad as things may seem, we can take solace in the fact that recessions usually last less than a year, and are accompanied by much longer boom periods.

“What DO You Do When the Economy Sucks?”

Simple, straightforward question, and I heard it over and over as I contacted friends and colleagues in developing this book, Always their first question. So before we start, here’s the short answer:

[image: Il_9781605500959_0017_001] Don’t ignore. When things go bad with money, relationships, health, or life in general we have a tendency to look the other way, to consider it a mere speed bump. “It’ll go away,” right? But ignoring job security or debt obligations or misplaced retirement assets is like closing your eyes while driving in a night rainstorm—it just makes the problem worse.

[image: Il_9781605500959_0017_002] Don’t panic. On the other hand, knee-jerk reactions will almost guarantee the wrong outcomes. You’ll sell a house or investments at ridiculous lows. You’ll lose gains or savings you’ve fought for for years. The emotional turbulence causes collateral damage in family, work, and much of the rest of your life. Keep a level head, evaluate the facts and alternatives.

[image: Il_9781605500959_0017_003] Get the family involved. Going it alone doesn’t work. Your family is part of the team and part of the solution. Get everyone on board in making decisions and putting them into play.

[image: Il_9781605500959_0017_004] Take positive steps. Build a “moat” around your job. Protect your home. Cut back spending, make the tough choices. Just do it. You’ll feel more secure, you’ll feel better. The 101 tips that follow give the whats, whys, and hows.

[image: Il_9781605500959_0018_001] Learn the lessons. Sucky economies mean adjustments for most families. You’re not alone. Learn from them and adjust living standards for the long term if necessary. Make sure your kids learn too so they can handle bad stuff years down the road.

Three Defensive Fronts: Your Job, Your Home, Your Lifestyle 

What to Do When the Economy Sucks isn’t intended as a dry, dull, cover-to-cover financial read, but rather one where you can “helicopter” into the issue that concerns you most and lift out some handy, practical financial advice.

Good luck!


 

Part I
Hold On to Your Job


 

Chapter 1
 The Art of Hanging On 

In the realm of defensive personal finance, nothing is more important than preserving your income. Unless you’re lucky enough to be sitting on a pile of wealth or have specific plans to inherit some soon, income is what makes your financial world go ’round. Why? Because unless you’re living at home with your parents under some kind of special (and likely difficult) arrangement, you have expenses. And when you have expenses, and no means to pay for them, debt is inevitable. You borrow from tomorrow to pay for today.

 

Of course, that doesn’t work for the long term. The reasons are obvious—tomorrow you’ll have to pay for today—and whatever expenses you incur tomorrow. When the economy sucks, preserving your income is the first front to defend in the war for your personal finances. Above all, that means maneuvering the troops into position to keep your job.

FROM THE CORPORATE POINT OF VIEW 

What do corporations do when the economy sucks? A 2008 survey of 1,389 companies worldwide (275 in the U.S.) showed what companies do to cut back during tough times:

• 52 percent lay off employees

• 46 percent restructure their organization

• 39 percent grant smaller raises

• 13 percent freeze salaries

• 9 percent set up an early retirement window

• 8 percent reduce the workweek

Source: Watson Wyatt Worldwide, published in the Wall Street Journal 

It’s All about Value—Your Value 

The first line of defense in defending your job is not only to preserve but to enhance your value to your employer. Sure, people get laid off in tough times; businesses (and public or nonprofit agencies, too) change even in a good economy. In a bad economy, when sales and revenues suck, a business shifts focus to control what it can—its costs. Regardless of how you perceive your value to the business, you are a cost.

Here’s another truth: All of your coworkers and other employees of the enterprise are costs, too. When management turns its attention to the wheat and the chaff in your organization, the trick is to make sure you’re the wheat. You want to make sure you are the best—and perceived as the best—soldier on the line. When push comes to shove, if life is at all rational (and sometimes it isn’t), you’ll be the soldier they keep.

Don’t Be Good—Be Great 

Here’s a myth: “Good” employees will be kept on board. Don’t spend too much time hiding behind that one. “Bad” employees can be fired or lost through attrition, and nobody asks questions; in fact, everyone agrees it’s the right thing for the boss to do. And “great” employees? Self-explanatory.

The merely good employee? They can be a boss’s worst nightmare. Some do good work once in a while, but waste time, could have done things better, could have presented it better. In good times, they might be tolerated. Maybe they’ll get better, maybe the boss can get some value out of them, but they’re a lot of work, they’re “high maintenance.” When times are tough, it’s easier to make them go away. Being “good” won’t be good enough.

The tips in this chapter will help tune up your work—that is, the quality and style of your work and the perception of that work—so you will be perceived as a “most valuable player” in your organization. That won’t guarantee anything, but in times of trouble, it will help protect your job. Not only that, it’s bound to lead to better things when the economy no longer sucks.

Tip #1: Be the MVP 

Who is the Most Valuable Player in any given sports league? On the surface, she’s the person who contributes the most to the team’s success, its winning record, its recognition as the best team in the league. But an MVP also, by virtue of his or her skills, attitude, and leadership, makes the rest of the team better. We’re not only talking about the other players, but the coaches and even the folks in the front office.

Why Is It Important?

There’s nothing better than establishing yourself as an MVP in the workplace. You become the “go-to” guy for all that matters to the organization. As the go-to person in your organization, you’re less likely to get the boot. And just as obviously, when times get better, you’ll be first in line for the raise, the promotion, the recognition that will shine the light down your career path for years to come.

Of course, becoming an MVP is no simple task. It requires a well-blended combination of skills, attitude, accomplishment, leadership, and diplomacy.

What to Do 

Make your boss look great. Michael Jordan and Scottie Pippen, and more recently Kobe Bryant, put up some pretty good NBA numbers and led their teams to glory. But they also did something else along the way—they made coach Phil Jackson look great; in fact, one of the winningest coaches in NBA history. Now, don’t you think Mr. Jackson would do almost anything to keep these guys on his roster? You bet.

In your workplace, you should always think about what makes your boss look good. “Make your boss look like a genius,” says executive recruiter Mark Jaffe, “and everything else will fall into place.” What makes your boss look good makes your organization look good, too. And nothing can be better than having your boss—and her boss—protect you. And yet, how many times, especially in the nervous clutches of uncertainty, do we fume about the boss and doubt her skills? Get over it. Make your boss a genius. Anticipate the needs of the business. Do great stuff on time (or early) and flawlessly. Get those tough customer wins. Above all, be creative and positive.

Be a clutch performer. Do well—especially when the chips are down and it counts. And here’s another tip: Do what no one else will do. Solve ugly problems. Take on sticky projects. Deal with the tough clients or customers. Most Valuable Players can take over a game, and they can usually do things that no one else can— or wants to—do. It’s all part of being indispensable.

Make other team members look better. Most organizations have stars—individuals who know the job, the technology, and the processes better than everyone else. They’re the go-to individuals when the server goes down or when the organization is confronted with a difficult problem. In time and with training, others in the organization can learn these roles. The true MVP strives to make others in the organization better, too. Kobe Bryant learned to pass, not just shoot, making his other team members better, and earned MVP status for the first time in 2008. So, helping your boss get the most out of your team will help you achieve MVP status.

Tip #2: Work Like a Well-Oiled Machine 

As you know from your own life, when things are tense, even the little things really bug you. It’s the same for your boss; so put yourself in his shoes. He’ll be annoyed if he’s holding a meeting and you walk in ten minutes late and still sweating from your lunchtime workout. And your boss is likely to be upset if he’s trying to get the last touches of a proposal together and you’re standing at the water cooler talking about your weekend plans. So don’t be the slacker; be the reliable, helpful employee. If you’re on time, organized, and exploding with productive energy, you’ve marked yourself as someone on the upward path.

Why Is It Important?

All else being equal, if it comes down to a choice between you and another employee, the boss is going to favor the employee who is the most efficient and productive— and the least irritating or annoying. If you’re a time waster, your departure will bring relief to your boss. And if the boss needs a reason to let you go instead of your comparable coworker—well, there you go.

What to Do 

Be punctual. You may have learned or heard about the 4 Ps— patience, perseverance, preparation, punctuality. This last one’s important. Punctuality gives your boss—and the rest of the organization— the sense that you’re organized and that you’re about them, not yourself. If you’ve lapsed into the “All meetings start late” or “I’m sure they’ll wait for me” mode, lapse out of it.

Be dependable. It goes with punctuality, but on a larger scale. When a boss can count on you, especially in crunch time, you’re an asset. If not, you’re a liability.

Be consistent. Consistent work quality, consistent attendance, and the ability to be there and ready at crunch time are highly valued. If they aren’t there, you’re more of a liability than an asset. Remember, bosses appreciate those who can boss themselves most.

Take care of distractions. “My kid forgot his lunch again.” “The swimming pool contractor’s coming at 3:00 p.m.; gotta be there.” Cell phones and e-mail blasting forth with personal this and that, friends coming by to discuss yesterday’s NFL game, etc. Bosses notice; they don’t have time for this stuff, so why should you?

Tip #3: Master Reading, ’Riting, and Rhetoric 

Most jobs require a set of basic (or advanced) technical skills to get the work done. You learn them through a combination of education, training, and experience. And every organization has its task superstars who can get the job done with all i’s dotted and t’s crossed. If you’re the organization’s taskmaster, you have a leg up. But if you can’t communicate or keep up with the outside world, that could spell trouble.

Why Is It Important?

People not only notice good work—they notice those who can articulate, communicate, and sell that work inside and outside the organization. They recognize those who not only can do the work, but who know their work so well they become the go-to for everyone else. Sometimes they help accomplish a task, but just as often they help communicate, positioning or advocating the work to someone else. It’s not just solutions—great employees can add value by articulating a problem to an organization.

So, you can build your value beyond the work itself by becoming an expert advocate, a spokesperson, a communicator for the organization.

What to Do 

Be the informed one. Keep learning. Sure, you know your job well, but to get great at what you do and be recognized for it, keep current from an inside and outside perspective. Doctors, attorneys, accountants, and many others do continuing education to sharpen skills and stay fresh on the latest happenings “in the biz,” so to speak. Do your own CE. Read trade pubs, watch online forums, take a course or two if related. Be the one to come in bright and fresh in the morning with, “Did you see that Wall Street Journal article on the latest new product in our industry?”

Sharpen your writing skills. Even if you do good work, if you write up the results like an eighth grader, you’ll depreciate its value. Everyone should practice their writing so they can write material like it was to appear in a national newspaper or Internet column— in a short, crisp, correct style. Follow examples. Don’t be shy— have a friend or even professional writer look at your stuff. Practice.

Speak now—or forever hold your peace. Bad speech, like bad writing, will subtract points from the value of good work. At best, it’s distracting; at worst, no one will know what you’re talking about, and your boss certainly won’t send you on the road or into the public eye. Again, practice—and take a look at Toastmasters (www.toastmasters.org) for a chapter in your area. You’ll build the skill in a nonthreatening environment.

BECOME A TALKING HEAD 

One of my colleagues pestered me constantly about getting on TV to further my career. I was working for a big technology company at the time, and all of my speaking was to internal audiences—hardly TV material and hardly in TV mode. Fast forward to my writing career, and I was speaking on TV and radio a lot. Boy, did those experiences help me organize my thoughts and speak well under fire. Once I’d been through that, the average ten-minute conference-room pitch to a VP became a piece of cake. So, volunteer to be the spokesperson. Make a news interview appearance—or even a game show, if possible.

If nothing else, it gives you something cool to talk about at lunch.

Tip #4: Don’t Stick Out 

They work 8:00 a.m.–5:00 p.m. (or longer), take the standard forty-five minutes for lunch, sit in a modestly decorated cube, wear nice slacks, a dress shirt, and perhaps a jacket or tie or conservative monotone pants suit most of the time.

You, on the other hand, start work at 6:00 a.m., take a two-and-a-half-hour lunch to practice for your triathlon, then finish the day from 1:30 p.m. to 6:00 p.m.—and that’s on one of your regular days. You sometimes telecommute, but on no kind of recognized schedule. You wear business casual every day, often a little more casual than business, and put on the tourist look on “casual Fridays.” And your cube or office looks like a cross between a Haight-Ashbury drug den and a Victorian parlor, complete with bumper stickers touting your favorite political candidate.

Why Is It Important?

Okay, granted, the example is exaggerated. But the point is clear: With a few exceptions, regardless of your abilities and accomplishments, you don’t want to stick out—especially in any way that can be perceived as negative. Why? Management’s making hard choices, choices of who to downsize. In the absence of hard data about your performance (which is the case in many jobs), such silly things as what kind of shirts you wear can make the difference.

What to Do 

Heed the culture. Work is about doing something for someone else in return for the compensation you covet. So you want to purvey the image that, yes, you’re sacrificing your own interests to further theirs. That means meeting the rest of the organization and its culture on its turf, not yours. Fit in, be a good corporate citizen, be observant. Don’t be the outlier, the office jester, the wag. You want the right kind of attention, not just attention.

Dress for success. Part of succeeding is dependent on how you look, not just what you do or how you behave. Some organizations have documented dress codes; if yours does, follow them. More subtle are the unwritten codes, which are usually obvious, but worth talking to a superior or two about if you have any lingering doubts. Sticking out like a sore thumb may not perpetuate long-term employment.

Spend company money like it’s your own. On a business trip? Three cocktails before dinner, appetizers, a $29 rib-eye, dessert, and an after-dinner drink may be just reward for a successful day. Or is it? Likewise, renting the convertible or flying the most expensive flights just because you can will be noticed sooner or later. Employees who care for their employers are cared for in return, while greed and waste get their just rewards.

Tip #5: Stay Positive 

Suppose you’re a manager. You have two employees of equal caliber. One is the strong silent type, willing to be judged by actions and an occasional constructive comment. The other spends most of the day whining about this assignment, that employee, some aspect of her benefits package. At crunch time, who gets the boot?

Why Is It Important?

The ancient “power of positive thinking” mantra has a long history in the work environment. Like it or not, people feel good when others are positive, and uncomfortable and annoyed by those who aren’t.
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