ECO 113
Weekend Assignment 11

Due:  see webpage



Name: _______________________
Tips and Articles from Money Magazine; Good vs. Bad Debt
For this assignment, you need to read several articles in your May 2009 issue of Money Magazine with the title: “Annual Best List, the 100…”
1. Based on the Money May 2009 article on page 86 “Money: The New Path”, complete the following:
· (p. 86) List some good decisions Americans are making in response to this recession impacting their finances – one little bit at a time (you can also refer to the first paragraph on page 87):

__________________________________________________________________________
__________________________________________________________________________
__________________________________________________________________________

· (back to p. 86) Based on a nationwide survey conducted for Money Magazine earlier this year, 
90% said  they have changed the way ________________________________________
as a result of the economic crises.  And  ________ said the recession will have a lasting impact on the way they handle their finances. More than 50% said they now feel plain 

guilty ________________________________________________________________

· Bad financial habits and destructive attitudes usually develop _____________________.


But we now need to learn to ______________________________________________.

· It’s important to treat your home equity like a __________________________________ and not like a cash account.

· Nearly 70% of survey respondents reported that if they can’t _______________________

 _______________________________________________________________________

· About 75% (three quarters) said increasing _____________________________________ is more important now.

· The national savings rate was _____________________________ just a few years ago, 

· but now has reached _____ % (The most it has been in 14 years.)

· (P. 87) The new “status symbols” these days is _______________ (not ______________) a car that is ________________________

· A lot of people have reduced their spending – not just out of necessity but because it 

____________________________________________________________________

· (p. 88) What is more important to many employees than job satisfaction and benefits at the moment? Job ___________________
· (P. 89) 90% of respondents in Money’s poll said that they will continue to be more 
__________________ and ____________________________ than they were prior to the crises.

· Nearly 75% (three quarters) say they will be more focused on relationships than on career 
advancement and _______________________________.

· What example does the author give for good borrowing? 

Borrowing for __________________________

· (p. 90) What example does the author give for bad borrowing? (one is enough)

Buying ________________________________

· _____________________________ is not how we should express ourselves. Find another outlet.

· What could these outlets be? (Give a couple of examples)
 __________________________________________________________________________

 __________________________________________________________________________
· Above all, commit yourself to _______________________________________________

· Keep a cash cushion of at least ______________________________________________

· And make sure you take time to fill out forms for _______________________________, 

establish __________________ and ________________________ spending accounts, 

and properly manage your 401(k) to get the full ________________________________.

· We need to learn to separate our _______________ from our _________________.

2. Debt can be a very powerful tool when it is used to build personal wealth (e.g. student loan debt is an investment in your future and will hopefully result in higher earnings.) When debt does not build net worth and is the result of poor spending and budgeting habits (e.g. the new TV you cannot afford), it’s bad debt. Bad debt does not build wealth or earning power, it just saps your financial strength. Complete the following:

· If I am taking on debt for a good reason, then it must be good debt. Bad debt usually 

occurs when I am overspending for the wrong reasons. (True or False?) ______

· A 30 year fixed mortgage is an example of (good or bad) __________ debt.

· A public student loan is (good or bad) __________ debt.

· Private student loans  are high-interest loans for which you must begin paying the interest 

right away. These can be (good or bad) __________ debt.

· Being underwater on a loan, because you owe more money on that loan than the 

investment is worth, counts as (good or bad) __________ debt.

· A homeowner taking out a home-equity loan to make necessary house repairs (not remodeling) to ensure that his/her biggest asset keeps its value is 
(good or bad) __________ debt.

· Taking on a second mortgage because you cannot pay 20% down on the house you want 
to buy is (good or bad) __________ debt.

3. Based on the Money May 2009 article on page 28  “The Plan: Health Insurance”, complete the following:
· (p. 28, left column) Under federal COBRA law (an insurance program, giving employees the ability to continue health insurance coverage after leaving employment) companies with at least 20 employees must give laid-off workers the option to extend group 

coverage for at least ________ months.
· But the company usually no longer ________________________________________
· With the new subsidy, the U.S. government picks up _________ of the employees health

 insurance premium for up to ________ months. (Income caps for the tax year apply, but are high)

· (p. 28, middle column) For most people this is still cheaper than a comparable 

_________________________________.

· And if you have an existing condition you have to be very careful not to lose coverage 

and you may have to exhaust COBRA in order to guarantee _______________________
__________________________________ in a future plan.

· There is one problem with COBRA: If your company ___________________________

________________________________________________________, unfortunately.
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