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1 Uzbekistan and Kyrgyzstan (Source: The Indian Express)
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Uzbekistan, Tajikistan, and China.
International Cooperation:
Organization for Security and
Cooperation in Europe (OSCE),
Eurasian Economic Union (EES), and
Collective Security Treaty
Organization (CSTO).
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Haircut (Source: The Indian Express)

HAIRCUT IN ECONOMY

A tool used to reduce the value of a claim or asset to share the burden
and restore financial stability.

A haircut is a reduction in the REDUCE LOSSES
value of a financial asset or claim @ Shares losses with creditors or investors

from its face value. It is expressed nitasd ot peaplate dulatic

as a percentage.

/\} RESTORE FINANCIAL STABILITY
m I Helps institutions, banks or countries
a manage stress and avoid collapse.

il -
| | | 200 s wetere
nsures all stakeholders share the pain
Face Value After Haircut | m fairly.
F100 %70
= IMPROVE SOLVENCY
Haircut = 30% i @ Reduces outstanding liabilities and
(Value reduced from 100 to T70)

improves balance sheets.
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o Outstanding "‘** J Apply Haircut @ Reduced Value Burden Shared @'ﬁ Financial Stability
[ A haircut of 30% The claim value is Creditor accepts the Institution/country
Creditor holds a claim is applied. reduced to ¥70. reduced value, becomes more stable
worth 2100. and solvent,

BANKING & FINANCE
On collateral in loans, or on non-performing
assets during restructuring.

HAIRCUT £
% | 30% l—» Ea

SOVEREIGN DEBT RESTRUCTURING A company owes Banks agree to accept
Countries reduce the principal or interest ¥100 crore to banks. ¥70 crore.
payable to creditors.

Haircut Amount = ¥30 crore
CORPORATE RESTRUCTURING .
Companies negotiate haircuts on loans or ADVANTAGES
bonds to aveid bankruptcy.

R ob]

Prevents total default €3 Creditors may face
and bankruptcy. losses.
INVESTMENT & MARKETS
Used in repo markets, derivative contracts 9 Helps in quick resclution @ Can reduce investor
and margin requirements. of financial stress. confidence.
& Improves long-term €3 May increase borrowing
financial health. costs in future.
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C Haircut is a practical mechanism to share losses, reduce debt burden ,n"
KEY TAKEAWAY and promote financial stability in times of stress. \ 515 /
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