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Borrowings to support Ukrainian army

Yesterday, the Ministry of Finance held the first auction since the Russian Federation
started full-scale aggression by invading Ukraine. They offered two bills. One was a
regular offering with maturity in two months. The other was a special issue of a 12-
month bill dedicated to use by the military The funds will be used to meet the needs
of the armed forces and for uninterrupted provision of financial needs of the state
during martial law.

The last time Ukraine placed military bonds was 2014-2015, when it needed additional
funds for the army due to the annexation of Crimea by the Russian Federation and
the actual capture by Russia of part of Luhansk and Donetsk regions and the
organization of self-proclaimed republics there. With yesterday's auction, the issue of
such bonds was resumed.

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

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

freq' sold (UAHm) (m)*

UA4000221436 0.00 @Mty  27-Apr-22 21,067  984.89 20.75 21.07 10.00 14,901.87
UA4000225668 0.00 @Mty 1-Mar-23 9,013,430 901.15 8,122.45 9,013.43 11.00 9,013.43
Total UAH 9,034,497 8,143.20 9,034.50 23,915.30

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

Demand was only UAH20m for the two-month paper and was satisfied at a rate of
10%, which was set by the Ministry of Finance.

However, banks were more willing to provide funds to support the Armed Forces.
Demand exceeded UAH9bn face value and was at a unanimous rate of 11%. The
Ministry of Finance accepted all 10 bids it received and borrowed UAHS8.1bn for urgent
needs.

In general, this rate is even lower than the 12-month bills that were sold before the
invasion, and reflects the willingness of Ukrainian banks to support the state at a
difficult time. We hope that the investors will expand their range soon and increase
borrowings.

READ FIRST THE DISCLOSURES SECTION (ON LAST PAGE) FOR IMPORTANT
DISCLOSURES AND ANALYST CERTIFICATION
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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-denominated domestic government bonas USD- and EUR-aenominated domestic government bonas
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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.




