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Bond Market Insight

Yield curve remains unchanged

The MoF yet again rejected demand for bonds this month, maintaining the yield
curve set at the end of October. Yesterday demand of UAH200m (par value) was up
nearly twenty-fold from last week at a single bid of 14.90%, or 20bp above the cut-
off rate set two weeks ago.

Current low debt repayments and high rates due to quarterly and month-end tax
payment obligations do not support the current yield curve. This was the second
consecutive week that banks submitted bids above the cutoff rate.

Next week, demand for local currency bonds should be low and bid interest rates
could like be submitted above the yield curve. However, the majority of demand
should be concentrated on 2-year FX-denominated bonds next week most likely with
rates higher by a few basis points at worst. Demand for FX-denominated bonds is
expected to be at least US$300m as next week the MoF is scheduled to repay
US$288.69m in FX debt repayments. Beyond refinancing repayments, there could
be additional new demand.

READ FIRST THE DISCLOSURES SECTION (ON LAST PAGE) FOR IMPORTANT
DISCLOSURES AND ANALYST CERTIFICATION
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Appendix: Yields-to-maturity, repayments

Chart 1. Three-year history of domestic government bond placements at primary market: proceeds (in billions) and yields-to-maturity (%)
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Source: Ministry of Finance of Ukraine, ICU.

Volume (US$bn, right scale) m1 year M2 years M3 years

100 (% 070
90 M

i 060
8.0 @ o
70 ‘.. = 050
6.0 ~ 040
50 i =
0 0.30
30 0.20
20

0.10

1.0

0.00

0.0 e T T T r r
11-Dec-14  11-Jun-15  11-Dec-15 11-Jun-16  11-Dec-16  11-Jun-17

Source: Ministry of Finance of Ukraine, ICU.

Chart 2. Future repayments on domestic government bonds (in billions of currency)
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Chart 3. Fair value of domestic government bonds as calculated by NBU versus placements via primary market auctions

UAH-denominated domestic government bonads

USD- and EUR-denominated domestic government bonds

mFair value of domestic sovereign bonds (UAH) on 14-Nov-17  mAuction on 31-Oct-17
18.0 y7M (%)
16.0
14.0
12.0
10.0
8.0
6.0
4.0
2.0
Years to maturity

0.0 « r r r "
0.0 5.0 10.0 15.0 20.0

Source: National Bank of Ukraine, Ministry of Finance of Ukraine, ICU.

B Fair value of domestic sovereign bonds (USD) 3a 14-Nov-17
BEFair value of domestic sovereign bonds (EUR) 3a 14-Nov-17
m Auction on 24-Oct-17

60y 55
50 .. L

- ]
40 = .’
30
20 -
10

Years to maturity

R 05 10 15 20 25 30

Source: National Bank of Ukraine, Ministry of Finance of Ukraine, ICU.



15 November 2017 Bond Market Insight Yield curve remains unchanged

This page is intentionally left blank.



11th floor, LEONARDO Business Centre
19-21 Bogdan Khmelnytsky Street
Kiev, 01030 Ukraine

Phone/Fax +38 044 2200120 WEB wwwicuua [ ([ W @ICU UA

CORPORATE FINANCE

Makar Paseniuk, CFA, Managing Director = Roman Nikitov, ACCA Director
makar.paseniuk@icu.ua roman.nikitov@icu.ua

Ruslan Kilmukhametov, Director
ruslan.kilmukhametov@icu.ua

Ivan Shvydanenko, Director
ivan.shvydanenko@icu.ua

Yuriy Kamarytskyi, Vice President
yuriy.kamarytskyi@icu.ua

Ruslan Patlavsky, Director
ruslan.patlavsky@icu.ua

STRATEGY AND CORPORATE DEVELOPMENT

Vlad Sinani, Director
vlad.sinani@icu.ua

SALES AND TRADING

Konstantin Stetsenko Sergiy Byelyayev Vitaliy Sivach

Managing Director
konstantin.stetsenko@icu.ua
Liliya Kubytovych

Asset Management Product Sales
liliya.kubytovych@icu.ua

RESEARCH

Alexander Valchyshen
Head of Research
alexander.valchyshen@icu.ua

Taras Kotovych

Fixed-Income Trading
sergiy.byelyayev@icu.ua

Yevgeniya Gryshchenko
Fixed-Income Sales
yevgeniya.gryshchenko@icu.ua

Alexander Martynenko
Head of corporate research
alexander.martynenko@icu.ua

Mykhaylo Demkiv

Fixed-Income & FX Trading
vitaliy.sivach@icu.ua

Lee Daniels, Rolfe Haas
Editors

Senior financial analyst (Sovereign debt)
taras.kotovych@icu.ua

Financial analyst (Banks)
mykhaylo.demkiv@icu.ua

Investment Capital Ukraine LLC is regulated by Securities and Stock Market State Commission of Ukraine (license numbers:
dealer activity AE 263019, broker activity AE 263018, underwriting activity AE 263020 dated 11 April 2013).

DISCLAIMER

This research publication has been prepared by Investment Capital Ukraine LLC solely for information purposes for its clients. It does not
constitute an investment advice or an offer or solicitation for the purchase of sale of any financial instrument. While reasonable care has
been taken to ensure that the information contained herein is not untrue or misleading at the time of publication, Investment Capital Ukraine
makes no representation that it is accurate or complete. The information contained herein is subject to change without notice. Copyright
and database rights protection exists in this report and it may not be reproduced, distributed or published by any person for any purpose
without the prior express consent of Investment Capital Ukraine LLC. All rights are reserved. Any investments referred to herein may
involve significant risk, are not necessarily available in all jurisdictions, may be illiquid and may not be suitable for all investors. The value
of, or income from, any investments referred to herein may fluctuate and/or be affected by changes in exchange
rates. Past performance is not indicative of future results. Investors should make their own investigations and
investment decisions without relying on this report. Only investors with sufficient knowledge and experience in
financial matters to evaluate the merits and risks should consider an investment in any issuer or market
discussed herein and other persons should not take any action on the basis of this report.

Additional information is available upon request.



http://www.icu.ua/
https://twitter.com/ICU_UA
mailto:makar.paseniuk@icu.ua
mailto:vlad.sinani@icu.ua
mailto:konstantin.stetsenko@icu.ua
mailto:sergiy.byelyayev@icu.ua
mailto:vitaliy.sivach@icu.ua
mailto:yevgeniya.gryshchenko@icu.ua
https://www.facebook.com/pages/ICU/148699395242028
https://www.youtube.com/channel/UC5iIHoHO9jOg903zplrCEkQ
https://twitter.com/ICU_UA
https://twitter.com/kstetsenko
https://twitter.com/VitaliySivach
https://twitter.com/Kubytovych
https://twitter.com/AlexValchyshen
https://twitter.com/AlexsVMartyn
https://twitter.com/TKotovych
https://twitter.com/demkiv_m

