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Demand shifted to short-term bills

Short-term bills have had low demand in October, and the Ministry was not able to
sell all offered bills. However, this week, demand moved to bills with maturities below
one year, which allowed the MoF to sell three-month and 12-month bills each for
UAH500m (US$20m) par value.

Demand for the three-month bills was just UAH18.2m larger than the offered amount.
The MoF accepted nine out of 11 bids, and rejected bids with the highest rates. The
cut-off and weighted-average rates were decreased by 40bp to 15.35%.

Twelve-month bills received larger demand than the three-month paper, UAH654m
(US$26.5m) in 11 bids. All were accepted. However some of them were satisfied
partially inside the offered amount. Not-fully satisfied bids could be non-competitive
and bids with highest rate. The cut-off rate was decreased by 9bp to 15%, and the
weighted-average rate was down 16bp to 14.93%.

The two-year instrument did not receive large demand, only five bids. The competitive
demand was for an interest rate of 15.10%. As a result, the cut-off and weighted-
average rates were set at this level, 15.10%, which are 29bp and 26bp below the
auction two weeks ago.

Table 1. Details of domestic government bonds placed at the auction (UAHbn)

ISIN Coupon Pay- Maturity Qty of Price Pro- Volume? YTM3 Out-
rate (%) ment bonds (UAH) ceeds? (UAHm) (%) standing

freq' sold (UAHm) (m)*

UA4000196620 15.74 SA 15-Jan-20 500,000 1,039.54 519.77  500.00 15.99 3,451.47
UA4000202469 17.25 SA 30-Sep-20 500,000 1,026.49 513.25  500.00 1553 3,586.89
UA4000204986 15.36 SA 29-Sep-21 114,980 1,009.99 116.13  114.98 1572 157.68
Total UAH 1,114,980 1,149.15 1,114.98 7,196.03

Note: [1] payment frequency abbreviations: M - monthly, Qtly - quarterly, SA - semi-annually, @Mty - at maturity date; [2]
proceeds and volumes for the USD-denominated bonds are calculated based on the previous day's exchange rate 24.94/USD,
29.6/EUR; [3] yields on coupon-bearing bonds are effective yields to maturity. Sources: Ministry of Finance of Ukraine,
Bloomberg, ICU.

After having been active last week, foreigners were not very interested in two-year
paper. Therefore, demand was low, similar to previous offerings of these bills at the
beginning of October. At the same time, demand rose for shorter maturities, but this
could be demand from locals, as they are usually interested in such maturities. This
could move demand from longer to shorter maturities, although next week, demand
can move back to three-year notes.

READ FIRST THE DISCLOSURES SECTION (ON LAST PAGE) FOR IMPORTANT
DISCLOSURES AND ANALYST CERTIFICATION

UAH-denominated domestic gov't bonds:
yield curve in past two auctions
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USD-denominated domestic gov't bonds:
yield curve in past two auctions
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EUR-denominated domestic gov't bonds:
yield curve in past two auctions
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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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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
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