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Increase in borrowings at constant rates

There was greater investor activity in yesterday's auction than in previous weeks, and the
Ministry of Finance attracted almost UAH8.2bn for the budget, refinancing almost 70% of
today's redemption.

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

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

freq' sold (UAHm) (m)*

UA4000221436  0.00 @Mty 27-Apr-22 2,581,836 955.74 2,467.56 2,581.84 1056 5,575.91
UA4000222145 11.50 SA 14-Dec-22 3,940,342 1,047.95 4,129.28 3,940.34 1195 6,922.46
UA4000221568 11.57 SA 18-Jan-23 41,023 1,037.46 4256 41,02 1197 35827
UA4000213227 10.95 SA 1-Nov-23 85,555 978.35 8370 8556 12.92 11,138.30
UA4000222152 12.70 SA 30-0ct-24 657,049 1,00475 66017 657.05 1316 3,585.22
UA4000218531 1252 SA  13-May-26 63,023 992.30 6254  63.02 1321 591918
UA4000207518  9.79 SA  26-May-27 781,337 91225 71277 78134 13.74 15,099.57
Total UAH 8,150,165 8,158.59 8,150.17 48,598.91

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 26.36/USD,
30.23/EUR; [3] vields on coupon-bearing bonds are effective yields to maturity. Sources: Ministry of Finance of Ukraine,
Bloomberg, ICU.

Although redeeming almost UAH12bn of debt, the Ministry of Finance did not set caps on

the amountofbonds offered. However, they did notagree to raiserates due to the relatively
small additional amount of borrowings.

The greatest demand was for short-term bills—semi-annual and 13-month — which
provided the budget with UAH6.6bn or almost81% of all funds received. For the semi-annual
bills, the Ministry rejected only one bid in the amountof UAH100m, which was 50bp higher
than all other demand.

In addition to semi-annual bills, there was also interest in the six-year notes, where demand
was even less unanimous. Ofthe 14 bids, four had rates higher than the cut-off level of the
last week’s auction, and the MoF decided to reject them and 1/5 of demand of almost
UAH200m. The three-year securities brought almost UAHO.7bn to the budget.

However, the otherthree instruments — 14-months, two and five-year notes — received litle
demand and had little effect on theamount of borrowing.

Althoughit was a good auction in general, the vast majority of the funds raised will be due
nextyear,so they likely were bought mainly by domestic investors. Foreigners were notvery
active yesterday, probably limiting theirinvestments to the six-year securities.

READ FIRST THE DISCLOSURES SECTION (ONLAST 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

UAH-cenominated  domestic government bonds

BFair value of domestic sovereign bonds (UAH) on 17-Nov21 ™ Auction on 17-Nov-21

14 YIM(%) u

13 m B 000w
12

1

10 10.6

9

8

7

6

b Years to matunty
Y1 ¢ 5 1 5 ® 1

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

USD- and EUR-denominated - domestic government bonds

B Dom sov bonds (USD) 3a17-Nov-21
B Ayction on 26-0ct-21

B Dom sov bonds (EUR) 3a 17-Nov-21

= Auction on 6-Nov-21

45y =
4.0
35
30 [~ ] 2.5
25 H [ |
20 =]

15 ]
1.0

0.5
0.0

= Years to matunty
0.0 05 0 15 2.0

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




17 November 2021 Bond Market Insight Increase in borrowings at constant rates

This page is intentionally left blank.



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

Kyiv, 01030 Ukraine

Phone/Fax +38 044 3777040

WEB www.icu.ua E D

RESEARCH

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

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

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

Dmitriy Dyachenko, CFA
Financial analyst
dmitriy.dyachenko@icu.ua

Investment Capital Ukraine LLCis 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 reaso nable care has been
taken to ensure thatthe information contained herein is not untrue or misleading at the time of publication, Investment Capital Ukraine makes
no representationthat 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 forany purpose without the prior
express consent of Investment Capital Ukraine LLC. Allrights 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 forall 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 notindicative 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/
mailto:dmitriy.dyachenko@icu.ua
https://www.facebook.com/pages/ICU/148699395242028
https://www.youtube.com/channel/UC5iIHoHO9jOg903zplrCEkQ
https://twitter.com/ICU_UA
https://twitter.com/AlexsVMartyn
https://twitter.com/TKotovych
https://twitter.com/demkiv_m

