When Debt Is Due: Strategies, Rules, and
Intermediation Insurance Banks

Debt is a common part of modern life. We use debt to buy homes, cars,
and other goods and services. But what happens when we can't repay our
debts?

In When Debt Is Due, authors Barry Eichengreen and Ashoka Mody
provide a comprehensive analysis of the strategies, rules, and
intermediation insurance banks use to manage debt. They draw on a wide
range of case studies to illustrate how these strategies have been used in
practice, and they offer a number of insights into how to manage debt
effectively.

There are a number of different strategies that can be used to manage
debt. Some of the most common strategies include:
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Refinancing: Refinancing involves taking out a new loan to pay off an
existing loan. This can be a good option if you can get a lower interest
rate on the new loan.

Debt consolidation: Debt consolidation involves taking out a single
loan to pay off multiple debts. This can be a good option if you have a
number of high-interest debts.

Debt settlement: Debt settlement involves negotiating with your
creditors to pay off your debts for less than the full amount. This can
be a good option if you are struggling to make your payments.

Bankruptcy: Bankruptcy is a legal proceeding that allows you to
discharge your debts. This can be a good option if you are unable to
repay your debts.

The best strategy for managing debt will vary depending on your individual

circumstances. It is important to speak with a financial advisor to determine

the best option for you.

In addition to strategies, there are also a number of rules that can help you

to manage debt effectively. Some of the most important rules include:

Make a budget: A budget is a plan for how you will spend your money.
It is important to create a budget so that you can track your income
and expenses, and ensure that you are not spending more money
than you earn.
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= Live below your means: One of the best ways to avoid debt is to live
below your means. This means spending less money than you earn.

= Avoid unnecessary debt: It is important to avoid taking on
unnecessary debt. Only borrow money if you need it, and only borrow
as much as you can afford to repay.

= Make your payments on time: It is important to make your debt
payments on time. Late payments can damage your credit score and
make it more difficult to get credit in the future.

Intermediation insurance banks (IIBs) are financial institutions that provide
insurance against the risk of default on debt. [IBs play an important role in
the financial system by providing a safety net for lenders and borrowers.

[IBs typically provide two types of insurance:
= Credit insurance: Credit insurance protects lenders against the risk of
default on debt.
= Deposit insurance: Deposit insurance protects depositors against the

risk of losing their money in the event of a bank failure.

[IBs can be either public or private. Public |1IBs are owned by the
government, while private 11Bs are owned by private investors.

lIBs play an important role in the financial system by providing a safety net
for lenders and borrowers. They help to ensure that the financial system is
stable and that credit is available to businesses and consumers.



Debt is a common part of modern life. But it is important to manage debt
effectively so that it does not become a burden. By following the strategies
and rules outlined in this book, you can learn how to manage debt
effectively and achieve your financial goals.
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