
 

The last two recessions hit young people
hardest: How you can protect yourself for the
next one
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After the pandemic and now a cost of living crisis, it seems unthinkable
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that the economic situation could get worse. But experts are pretty
certain that the U.K. economy will flatline in 2023, and some are even
murmuring that a recession could happen this year.

Technically, a recession means two or more consecutive quarters of
negative growth in a country's economic activity. This is measured using
real Gross Domestic Product (GDP). "Real" means that the effect of
price changes has been stripped out, so real GDP is a measure of the
volume of activity in the economy.

Recessions matter because typically, if activity contracts, unemployment
rises and wages stagnate. Clearly, the loss of a job triggers a sudden,
traumatic shock to your finances. Meanwhile, stagnant wages cause your
living standards to fall, especially when inflation is high as it is now.

The U.K. has experienced two recent recessions, during the 2008 
financial crisis and in the first year of the pandemic. Both have hit 
younger people hardest, as shown in the chart below.

The 2020 recession shut down much of the U.K.'s hospitality sector,
which has a high proportion of younger workers—overall, one in seven
people under the age of 25 found themselves out of work. During the
recession in 2008–09, the situation for younger workers was even worse.
The U.K. unemployment rate rose to 8% generally but was over twice as
high for the under-25s. This was due, in part, to firms cutting back on
graduate recruitment schemes.

The principal driver of the current potential recession is the ongoing war
in Ukraine, which is compounding existing global supply
shortages—especially of oil, gas and essential foodstuffs such as grain
and cooking oil. This is pushing up prices, costs and uncertainty, causing
both firms and households to act cautiously, depressing economic
activity.
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https://www.oecd-ilibrary.org/sites/62d0ca31-en/1/3/2/46/index.html?itemId=/content/publication/62d0ca31-en&_csp_=0cf9a35c204747c5f82f56787b31b42b&itemIGO=oecd&itemContentType=book
https://www.theguardian.com/business/2022/may/12/a-uk-recession-seems-certain-the-only-question-is-how-deep
https://www.ons.gov.uk/economy/grossdomesticproductgdp/timeseries/abmi/qna
https://phys.org/tags/financial+crisis/
https://phys.org/tags/younger+people/
https://researchbriefings.files.parliament.uk/documents/CBP-9111/CBP-9111.pdf
https://webarchive.nationalarchives.gov.uk/ukgwa/20090909143448/http://www.statistics.gov.uk/statbase/Product.asp?vlnk=14692
https://webarchive.nationalarchives.gov.uk/ukgwa/20090909143448/http://www.statistics.gov.uk/statbase/Product.asp?vlnk=14692


 

Meanwhile, the Bank of England is trying rein in inflation by raising
interest rates. This works by deliberately aiming to suppress economic
activity, adding to the risk of recession.

As a young professional, there are a few steps you can take to build your
financial resilience and protect yourself:

Deal with your debt

Struggling to keep up debt repayments if times get really tough can be
the straw that breaks your finances. Try now to pay off any costly forms
of debt, such as credit cards.

But don't overpay your student loan if you have one—unlike other debts,
these repayments automatically stop if your income falls below the
repayment threshold (currently £27,295 for many graduates).

Evaluate your saving and spending

If you can, build up a buffer of savings that you can dip into if you were
to lose your job. As a rule of thumb, aim to cover three-to-six months'
worth of spending, but whatever you can manage will provide some help.
Keep these savings in a bank or building society account where you can
access them easily and be sure of the amount you'll get back.

If you're in the fortunate position of having additional money to invest,
falling stock markets could create good buying opportunities. But there's
a lot of uncertainty and stock markets could slide further, meaning the
value of your investments could fall before hopefully eventually rising.

Be especially wary of cryptocurrencies. These are more of a gamble than
an investment. The U.K.'s financial regulator warns that you should only
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https://www.bankofengland.co.uk/-/media/boe/files/quarterly-bulletin/1999/the-transmission-mechanism-of-monetary-policy
https://www.bankofengland.co.uk/-/media/boe/files/quarterly-bulletin/1999/the-transmission-mechanism-of-monetary-policy
https://phys.org/tags/credit+cards/
https://www.gov.uk/government/publications/student-loans-a-guide-to-terms-and-conditions/student-loans-a-guide-to-terms-and-conditions-2022-to-2023
https://phys.org/tags/stock+markets/
https://www.cnbc.com/2022/06/13/global-markets-are-tanking-ahead-of-a-huge-week-for-central-banks.html
https://www.fca.org.uk/consumers/cryptoassets


 

risk money that you are prepared to lose.

If you are planning any big-ticket purchases—new furniture or a holiday,
for example—think about deferring them until later. Similarly, now
might not be the best time to start a family.

On the flip side, there may be purchases you can bring forward to save
you money later. If you're planning to buy your own home, for example,
it could make sense to do this sooner if a mortgage would cost less than
your current rent.

Creating a budget can help you see whether you can free up some money
each month for these goals. Use a mobile budgeting app or the
government-sponsored MoneyHelper web-based budget planner.

Diversify your income

Another way to build resilience is to diversify your potential sources of
income so that, if you were to lose your job, you would have another
string in your financial bow. For example, does your industry use
freelance consultants? Do you make things you could sell online, or have
other useful skills?

You might also check whether there is a local exchange trading scheme
in your area. These schemes, found worldwide, allow you to trade goods
and services directly with people in your local community, earning and
paying in time credits or a local currency. By baking or teaching, you
could earn credits that you then spend with other members who, say,
grow vegetables or do electrical work. By operating outside the national
economy and national currency, these schemes may help maintain your
standard of living during a recession.

Finally, make sure you know where to get information about your rights
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https://www.moneyhelper.org.uk/en/everyday-money/budgeting/budget-planner
http://reconomy.org/what-you-can-do/alternative-banking-and-currencies/complementary-currencies/
https://phys.org/tags/local+community/
https://phys.org/tags/national+economy/
https://phys.org/tags/national+economy/
https://phys.org/tags/recession/


 

and financial help if you were faced with job loss—see, for example the 
MoneyHelper website.

This article is republished from The Conversation under a Creative
Commons license. Read the original article.
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