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MoF suspends increase in bond yields

Yesterday, the MoF rejected nearly one-third of demand on military UAH bonds to
keep yields steady and set the coupon rate for the new two-year regular paper.

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

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

freq' sold (UAHm) (m)*

UA4000234215 15.10 SA 24-Jun-26 371,409 1,010.96 37548 371.41 16.52 3,523.44
UA4000234413  16.61 SA 13-Jan-27 338,500 1,012.36 342.68  338.50 17.35 338.50
UA4000234223  16.20 SA 9-Jun-27 297,647 1,014.26 301.89 297.65 17.67 6,105.86
Total UAH 1,007,556 1,020.05 1,007.56 9,967.80

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

The MoF rejected only two bids out of 19 for the 17-month bills, but they amounted to
UAH250m or 40% of the total demand for this paper. This decision allowed the MoF
to keep the cut-off rate unchanged at 15.85% and increase the weighted-average rate
by 7bp to 15.85%.

The MoF had to reject more demand to keep the cut-off rate for 2.5-year securities at
16.95%: three bids amounting to UAH255m or 46% of demand for this paper. The
weighted-average rate rose by 10bp to 16.9%.

The most interesting offering was the new two-year regular (non-military) bonds. Total
demand was below UAHO0.5bn. Still, the MoF decided to reject two out of eight bids
for UAH120m (26% of total demand for this instrument) and set the cut-off rate at
16.65% and the weighted-average rate at 16.61%—80bp and 84bp, respectively—
above the yields for 17-month paper and just 30bp below the 2.5-year paper.

Thus, interest rates for the new two-year bills are more attractive than for military
securities. Considering that the MoF suspended the increase in interest rates for
military bills, it will be most interesting to see how demand will be distributed between
bonds next week and whether the new bonds will attract additional demand.

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. YTMs of domestic government bonds as calculated by NBU versus placements via primary market auctions
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