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When it comes to debt management, financial advisors advocate that potential customers should always strive to make their consumer debt to be smaller than 20 percent of what they receive as net income. The consumer debt consists of student loans, credit card payments, and other obligations that need to be paid monthly. There are two types of mortgages; secured deficits and unsecured debts. The acknowledgment of these two types is helpful to evade the risk of losing the assets tied to that particular debt. 
Secured debts are debts attached to assets such as a car or house, for instance, auto loan and mortgage. The asset is collateral to the deficit (De Grauwe, 2018). Unsecured debts are debts the lenders do not possess the rights to whichever collateral for that particular debt. In the case the borrower fails to repay the loan, lenders cannot take his or her assets to stand for the debt. There are two types of assets such as the cash and cash types of equipment and property. Obligations can finance any asset. 

Debts cost people so many things, for instance, one must pay interest whenever you have taken a loan. Someone cannot save just because he or she has a mortgage (Damodaran, 2016). The costs of the credit are determined by delays in repayment of the loan, taking large amount and failure to invest in assets using the loan. The debts when well planned and spent, they can multiply the returns, which as the losses and profits. Liabilities can generate income for one in diverse ways, for instance, investing in your education, investing in real estate, starting a new venture, and debt recycling. 
Default risk is the cases where individuals and firms are unable to fulfill the necessary payments regarding their debts obligations. When one has invested well, you cannot fall under the category of default risk (Ferdows, 2017).  The financial institution evaluates the borrowers concerning five C's that are the character, capital, conditions, capacity, and collateral. Regarding the character, the borrower can pay the debt on time. On capacity, the borrower can repay the loan, about capital; the borrower has assets to stand in for the credit. Collateral ensures that the loan is secured. The financial condition of the loan is essential for assessing the chances of the borrower to repay the loan. When the five C’s are satisfied, the lender is at liberty to give the borrower any credit.

Mr. clue is not worried about the state of being in debt. He states that once one is in debt, you ought to cherish it (Lusardi & Tufano, 2015). The funny thing about this video is that Mr. Clue is not bothered to pay the debt giving a ridiculous response that the lenders should write off the debt. The sad thing is that the debt is going to be carried forward to the children. The speaker gives pieces of advice the audience to invest in assets using the debt. 

To sum up, debt management is vital for anyone who is earning from whichever source. Make your investments diverse so that when one side fails, you are at liberty to pay the debt using the other placements. 
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