Russell Simmons

A recession
is when your
neighbor
loses his job.
A depression
is when you
lose your job.

By Cara Newman
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We are currently in a
recession. This recession
started in December 2007,
and as this is being written,
is ongoing. So, how did this
recession begin? It started
with the collapse of the
housing market. Next, banks
began to tighten the amount
of credit they were loaning.
Without credit, consumer
confidence plummeted, and
as people purchased fewer
products, more jobs were
lost; as the unemployment
rate climbed people had
less money to spend. As you
can see, a recession can be a
vicious circle.

The economy today:
What is a recession?

The National Bureau of
Economic Research defines
economic recession as a
significant decline in the

economic activity spread
across the economy, lasting
more than a few months.
During a recession the
Gross Domestic Product
(GDP) growth slows,
businesses stop expanding,

employment falls,
unemployment rises, and
housing prices decline.
Recessions have occurred
throughout the history of
the world.

– Anonymous
Recessions are now
considered part of the
natural cycle of the modern
economic system. America
isn’t the only country to
be plagued by recessions;
Germany, the U.K., China
and Japan have all been hit
by recessions. If one country
is in a recession (especially
a key country, such as
America) it will affect the
rest of the world in one
way or another before the
recession is over.

Timeline of 1900’s recessions/depressions in history
Post World War i
recession 1918-1921
Cause: hyperinflations in
Europe, lost production
at end of WWI
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Panic of 1907
Cause: run on Knickerbocker
Trust Company deposits
caused a monetary
contraction

recession of 1945
Cause: demobilization
from WWII

the Great depression
1929-1938
Cause: the 1929 Stock
Market Crash, banking
collapse, unemployment

recession of 1960
Cause: high unemployment,
high inflation, low GNP

recession of 1953
Cause: post Korean War,
change in Federal Reserve
policy

What is financial
literacy?

Financial literacy is the
ability to understand
finance. It is an
understanding of spending
plans, credit management
and savings.

However, most experts still
believe that Americans are
not nearly financially literate
enough. A 2008 survey by
the Jump$tart Coalition for
Personal Financial Literacy
showed that a majority
of high school seniors in
America failed a test on
basic personal finance. The
consequences of this lack
of financial knowledge
are significant. In fact, our
current economic problems
may be directly attributed
to our lack of financial
knowledge. If people truly
understood mortgages,
loans, interest and financing,
would they have bought
houses with mortgages they
couldn’t possibly afford?

activity: how much do you know about…
Go through this list
and make a check in
the appropriate box

nothing

a little
bit

setting a budget
choosing a bank
paying bills online
choosing a credit
card
how compound
interest works
saving for
retirement

health insurance
any other kind of
insurance

different kinds of
expenses
student loans

enough
to get
by

i’m a
financial
genius

Hip-Hop
Summit
Action
Network

PBS “Your Life, Your Money”:
www.pbs.org/yourlifeyourmoney
Young Money:

Russell Simmons
www.youngmoney.com
has been called
Hip-Hop Summit Action Network:
the Godfather
www.hsan.org
of hip-hop; he is
RushCard: www.rushcard.com
the co-founder of
Bankrate: www.bankrate.com
Def Jam records,
Jump$tart Coalition for
creator of the
Personal Financial Literacy:
clothing line,
www.jumpstart.org
Phat Farm, and
HSBC Bank:
founder of Rush
www.yourmoneycounts.com
Communications,
Corporation for Public Broadcasting:
one of the most
www.cpb.org
successful African
Institute
for Financial Literacy:
American-owned
www.financiallit.org
media business
The Economy Project:
in the country.
www.cpb.org/economicresponse
He is the third
richest hip-hop
entertainer, with
not necessarily handed
an estimated net-worth of
down from generation to
$325 million.
generation.”
But Russell Simmons
isn’t your typical multimillionaire. He is determined
to give back to society. Like
the man who teaches a
village to fish, Simmons’
fight against poverty and
social injustice involves
providing young people
with the skills they need
to manage their own
money and make their own
educated decisions.
In 2001, Russell Simmons
co-founded the Hip-Hop
Summit Action Network
(HSAN) which puts on the
“Get Your Money Right”
seminars on personal
finance.
According to Simmons,
“Financial literacy is not
taught in schools, and it’s

1980’s recession
Cause: Iranian revolution,
sharp increase in oil prices,
high interest rates

1970’s oil crisis
Cause: oil crisis,
stagflation, Vietnam

financial literacy resources

With the backing of Visa,
Simmons released the
RushCard and BabyPhat
RushCard; re-loadable Visa
debit cards for people who
have problems getting a
credit card account. These
cards enable their users to
build up their credit without
going into debt. Simmons
says, “I made some bad
choices early on, but, I
was a little conservative, I
was lucky enough that my
parents taught me some
things. You learn about
managing your life, you
know, kind of a trial and
error.”

www.pbs.org/yourlifeyourmoney

In the past decade, financial
literacy has become more
important. The U.S. Treasury
established its Office of
Financial Education in
2002; and the U.S. Congress
established the Financial
Literacy and Education
Commission in 2003. In
2006, the Commission
published its National
Strategy on Financial
Literacy. And on January 22,
2008, President George W.
Bush signed an executive
order creating, for the first
time, a President’s Advisory

Council on Financial Literacy
to improve financial literacy
among all Americans.

The HSAN brings together
stars of the hip-hop world,
music industry executives
and financial experts to
continued on page 13

early 2000’s recession
Cause: dot com crash,
September 11 attacks

1990’s recession
Cause: Long-term effects of Black
Monday (October 1987), savings &
loans crisis, beginning of Gulf War,
spike in oil prices

Late 2000’s recession
Cause: collapse of housing market,
tightened credit, banks & financial
institutions collapse

7

Making it and Keeping It
Continued

Peter Bielagus

Maybe tomorrow, you
and I both go to buy the
exact same car on the
exact same day. Because
of my terrible credit
score, I will pay $7,000
more dollars in interest
to buy that car than you
will, simply because of
this one number.

When we first started
the Hip-Hop Summit,
we found out we had
underestimated the
readiness, the thirst and
hunger of young people
for this material.
Dr. Benjamin Chavis, the President and CEO of the HipHop Summit Action Network, and a 40-year veteran
of the Civil Rights Movement, says, “When we first
started the Hip-Hop Summit, we found out we had
underestimated the readiness, the thirst and hunger of
young people for this material.”
“You know, no matter how rich you are, you need to be
able to afford your lifestyle,” says Simmons. “The summit
has given many people their first steps. They come out
empowered, connected, feeling like they can get their
financial situation in order, get their house right, or their
money right.”

www.pbs.org/yourlifeyourmoney

cards, your score suffers. Banks and lenders use your
score to determine your level of credit risk. A high credit
score means you are a low risk and you will subsequently
be charged lower interest rates on your loans. As Peter
Bielagus explains, “Maybe tomorrow, you and I both
go to buy the exact same car on the exact same day.
Because of my terrible credit score, I will pay $7,000 more
dollars in interest to buy that car than you will, simply
because of this one number.” Because your credit score
is so important, you need to check it regularly. In fact,
you’re entitled to receive a free copy of your credit report
each year; you can get this at www.annualcreditreport.
com. You can also visit the three reporting bureaus:
TransUnion, Equifax and Experian.

help young people learn that managing their money is
an essential life skill. According to the HSAN website,
“The HSAN uses the cultural relevance of hip-hop music
to serve as a catalyst for education advocacy and other
societal concerns fundamental to the empowerment of
youth.” In addition, they foster the “belief that hip-hop is
an enormously influential agent for social change, which
must be responsibly and proactively utilized to fight the
war on poverty and injustice.”

Cara Newman is the editor of Young Money magazine and
YoungMoney.com.

Statistics and quotes courtesy of “Your Life, Your Money.”
Dr. Benjamin Chavis

Remember, you want a high credit score and low to no
debt. The next time you think about using your credit
card, think about Amanda McCormick. She is still trying
to dig herself out of debt. However, her experience has
taught her a lot. According to Amanda, “The simplest
structure is always the best; spending money you don’t
have just complicates things.”
Matthew Brandeburg, CFP® has six years of fee-only financial planning
experience and runs his own financial advisory practice based in
Columbus, OH.
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