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Inflation keeps accelerating in April
Annual inflation increased further significantly to 16.4% YoY in April from
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Ukrainian bond market
Foreigners reduce UAH bond portfolios
Foreign investors cut their portfolios of local-currency bonds after last Wednesday’s
redemption for the first time since russia's full-scale invasion of Ukraine.
Last week, almost UAH18bn (US$0.6bn) of local-currency bonds were redeemed, and as a
result, foreigners' portfolios of UAH-denominated bills declined for the first time since 24
February. Total local-currency bonds outstanding decreased by UAH13bn (US$0.4bn), of
which UAH2bn (US$68m) is a decline in foreign investors' portfolios.
The offering of new 1.5-year paper attracted very limited interest last Tuesday. According to
the primary auction result, UAH4.7bn (US$159m) was raised for the budget of which just
UAH87m (US$3m) was via new paper. More details in the auction review.
ICU view: The NBU has only allowed the use of funds from principal and interest
repayments of local-currency bonds for hard currency purchases beginning in April
of next year (see comment below). Thus, foreigners are likely to gradually convert last
week's debt repayments into new bills. We expect they will only have interest in
securities maturing in early 2Q23 and will be reluctant to invest in debt with longer
tenor.
Total investment of foreigners into Ukrainian domestic bonds stood at UAH72.4bn
(equivalent of almost US$2.5bn) as of 13 May 2022, about UAH2.4bn (US$83m) down
from 24 February when russia’s invasion of Ukraine started.
Taras Kotovych, Kyiv, (044) 377-7040 ext.724

Chart 1. Local-currency bonds
Three-year history of domestic government bond placements at primary market:
proceeds (in billions) and yields-to-maturity (%)
Volume (UAHbn, right scale)
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Chart 2. FX-denominated bonds
Three-year history of domestic government bond placements at primary market:
proceeds (in billions) and yields-to-maturity (%)
Volume (US$bn, right scale)
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Eurobond prices rise slightly
The price of Ukrainian Eurobonds rose during most of the last week, but declined moderately
at the end of the week, still keeping some of the gains.
For most of last week, prices on Eurobonds were rising and gains reached as much as 10%
for some of them. However, by the end of the week, the trend reversed, and WoW gains are
4-9%.
The price of securities with maturity this September increased the most, adding 5 cents per
dollar to reach almost 64 cents. Other Eurobonds rose mostly by two cents to 35-44 cents
per dollar. Along with Eurobonds, the price of VRIs rose by almost two cents to almost 33
cents per dollar.
Last week, the US House of Representatives passed a bill to seek immediate bilateral,
multilateral, and commercial debt-service payment relief for Ukraine. The draft is to be voted
on by the Senate. The bill consists of three parts. One concerns instructing the US
representatives in international financial institutions to take steps to immediately suspend all
debt service payments owed to the institutions by Ukraine. The second proposes steps to
ease debt payments on all multilateral and commercial debt so that it may be applied to
Ukrainian Eurobonds. The third includes an increase of concessional financial assistance for
Ukraine.
ICU view: Although the bill passed by the US House of Representatives is highly
beneficial for Ukraine, it has worried investors. They fear that international financial
institutions will not only take steps to soften Ukraine's debt burden, but will, along with
the US, encourage private creditors to do the same. Therefore, in the future, investors
in Eurobonds will closely monitor messages from international financial institutions
and Western governments on the approach they use to ease Ukraine's debt burden.
Taras Kotovych, Kyiv, (044) 377-7040 ext.724
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Chart 3. Ukrainian Eurobonds prices

Chart 4. Prices of selected Ukrainian Eurobonds

Prices of USD-denominated Eurobonds as of last Friday, a week ago and prior
the russian invasion
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Foreign exchange market
NBU allows repatriation of UAH bond proceeds
Last week, the NBU amended its FX regulations such that foreign investors would be able to
repatriate their investments without any limitations into local UAH-denominated bonds that
mature after 1 April 2023.
The NBU imposed severe FX capital controls since russia invaded Ukraine on 24 February,
including a ban to buy hard currency with proceeds from local UAH bond redemptions and
related coupons. The earlier version of the document did not provide any indication about
when this ban would be lifted.
ICU view: The news is positive as it provides more clarity about how the NBU intends
to gradually liberalize the FX market and lift its tough FX restrictions. With new
information in, non-residents who already have UAH bonds in their portfolios or keep
cash in Ukrainian banks can now adjust their investment approaches. The NBU’s
decision may also encourage new inflows of non-resident money into local bonds in
the future when the macro picture becomes more favourable.
We believe the indicated timeline for lifting the FX restrictions on UAH bonds is fully
credible. Ukraine is in a good position to properly address its major economic
challenges over the one-year horizon thanks to generous financial support from its
allies.
Vitaliy Vavryshchuk, Kyiv, (044) 377-7040 ext.721

Economics
Inflation keeps accelerating in April
Annual inflation increased further significantly to 16.4% YoY in April from 13.7% in March.
Food prices rose 4.2% MoM and 23.1% YoY and remain the key contributor to the high
consumer inflation. Transportation was the second fastest-growing component of the CPI
basket in terms of prices (+18.2%) on the back of surging fuel costs. Prices for clothes remain
6% lower than in last year’s April.
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Core CPI, an index that better captures fundamental inflationary pressures, also accelerated
considerably to 13.0% YoY from 10.5% YoY in March.
ICU view: Ukraine’s inflation remains to be shaped by substantial supply-side
constraints and surging transportation costs. An additional pro-inflationary factor in
play is the growing costs of imports despite the fact that official UAH/USD exchange
rate has remained unchanged since the beginning of the war. We expect inflationary
pressures to stay high over the next 12-18 months and maintain our projection of CPI
reaching 25-30% range in autumn.
Vitaliy Vavryshchuk, Kyiv, (044) 377-7040 ext.721

Chart 5. CPI, core CPI and target, YoY, %

Chart 6. CPI and its main components, YoY, %

Inflation keeps accelerating

Food prices expectedly remain the key inflation driver

18

(%)

Target range

Target

CPI

Core CPI

16

Sep-21

Dec-21

Apr-22

Headline CPI
Transport (9.3%)

14
Healthcare (7.2%)
12
10

Appliances (4.5%)

8

Utilities (8.4%)

6

Clothes and footwear (5.0%)

4

Alcohol and tobacco (8.2%)

2
Foods and drinks (43.6%)
0
Jul-18 Dec-18 May-19 Oct-19 Mar-20 Aug-20 Jan-21 Jun-21 Nov-21 Apr-22

Source: Ukrstat, NBU, ICU.

-10

-5

0

5

10

15

20

25

Source: Ukrstat, ICU.

5

16 May 2022

Weekly Insight Inflation keeps accelerating

This page is intentionally left blank

RESEARCH INSIGHT

Ukrainian bond market

Error! Bookmark not defined.

[Comment Title. *** Keep it short, to fit onto 1 line ***] Error! Bookmark
not defined.
[Comment Title. *** Keep it short, to fit onto 1 line ***] Error! Bookmark
not defined.
Foreign exchange market

Error! Bookmark not defined.

[Comment Title. *** Keep it short, to fit onto 1 line ***] Error! Bookmark
not defined.
Economics

Error! Bookmark not defined.

[Comment Title. *** Keep it short, to fit onto 1 line ***] Error! Bookmark
not defined.
[Comment Title. *** Keep it short, to fit onto 1 line ***] Error! Bookmark
not defined.
[Comment Title. *** Keep it short, to fit onto 1 line ***] Error! Bookmark
not defined.
[Comment Title. *** Keep it short, to fit onto 1 line ***] Error! Bookmark
not defined.

6

11th floor, LEONARDO Business Centre
19-21 Bogdan Khmelnytsky Street
Kyiv, 01030 Ukraine
Phone/Fax +38 044 3777040

WEB

www.icu.ua

RESEARCH
Vitaliy Vavryshchuk
Head of macro research
vitaliy.vavryshchuk@icu.ua

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

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

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

Dmitriy Dyachenko, CFA
Financial analyst
dmitriy.dyachenko@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.

