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Bond Market Insight

Government bond auction results: Debt
repayments partially refinanced

WEDNESDAY, 11 JUNE, 2014

Yesterday’s auction was similar to last week’s, except the 5-year bond was
replaced with 3-month and 6-month zero-coupon bonds. Although last week’s
proceeds were not used for scheduled debt repayments, today’s proceeds will
cover all UAH1.90bn in local currency principal and interest repayments
scheduled for today, while the remaining UAH3.10bn in debt repayments will
come from FX-denominated Eurobond proceeds that were raised last month.

Some of today’s local currency repayments could have come from pre-arranged
demand yesterday, as bids were submitted at large volumes and moderate
interest rates, while the zero coupon bonds attracted market demand, as the
rates were higher than those for similar bonds sold earlier this year. The
remaining UAH3.18bn came from MoF support backed by proceeds from last
Friday’s portfolio bond purchases.

As no large repayments are scheduled over the next two weeks, the upcoming
auctions should be used to cover debt repayments and budget needs.

Table 1. Details of last government bond auction

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

freq' sold (UAHm) (m)

UA4000184238 12.00 10-Sep-14 300,000 970.95 291.29 300.00 12.00  300.00
UA4000184246 14.92 10-Dec-14 32,000 930.75 29.78 32.00 14.92 32.00

UA4000184253 16.95 SA  8-Jun-16 2,030,000 1,000.00 2,030.00 2,030.00
Total 2,362,000 2,351.07 2,362.00

17.72  2,030.00
2,362.00

Note: Note: [1] payment frequency abbreviations: Q - quarterly, SA - semi-annually; [2] proceeds and volumes for the
USD-denominated bonds are calculated based on the previous day last price of USD/UAH exchange rate 1; [3] yields on
coupon-bearing bonds are effective yields to maturity. Sources: Ministry of Finance of Ukraine, Bloomberg, Investment
Capital Ukraine LLC.

http://www.icu.ua Bloomberg: ICUA <GO>

READ THE DISCLOSURES SECTION FIRST FOR IMPORTANT DISCLOSURES AND
ANALYST CERTIFICATION.
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Term structure of yields
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Auction results
Auction Last Previous Change
10-Jun-14 3-Jun-14
Breakdown by yields (%)
3-month 12.00
6-month 14.92
9-month
1-year
2-year 17.72 17.75 -3bp
3-year
5-year
Breakdown by proceeds (UAHm)
3-month 291.29
6-month 29.78
9-month
1-year
2-year 2,030.00 2,000.00 1.50%
3-year
5-year
Total 2,351.07 2,000.00 17.55%

Effective yield and duration at the auction
Yield-to-maturity (%) 16.74 17.72 -99bp
Duration (years) 0.86 1.78 -51.28%

Local currency government bonds outstanding (eop)
Volume' (UAHbn) 106.11 103.75  2.28%
WA life? (years) 3.58 3.64  -1.67%

Notes: yields on coupon bearing bonds are effective yields to
maturity; [1] only bonds that were placed via the auctions;
[2] WA life — weighted average life or years to maturity.
Sources: Ministry of Finance of Ukraine,

Investment Capital Ukraine LLC.
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Appendix: Auctions history and schedule for 2014

Chart 1. History of yields at government bond auctions: breakdown by tenor of bonds sold (last 3-year period)
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Sources: Ministry of Finance of Ukraine, Investment Capital Ukraine LLC.

Chart 2. History of proceeds at government bond auctions: breakdown by tenor of bonds sold (last 3-year period)
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Chart 3. Schedule of redemptions of the local-currency government bonds*
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Note: the chart depicts data on bonds, which were placed via the auctions, i.e. it does not contain data on recapitalisation bonds.
Sources: Ministry of Finance of Ukraine, Investment Capital Ukraine LLC.
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Table 2. Schedule of government bond auctions in 2014
Action dates, tenors of bonds to be offered and volume (in hryvnia) of government’s refinancing needs for the next 7-day period as of auction date

Month Auction details 1st Tuesday 2nd Tuesday 3rd Tuesday 4th Tuesday 5th Tuesday
January Auction date 7-Jan-14 14-Jan-14 21-Jan-14 28-Jan-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 0.00 0.00 0.00 0.00
February Auction date 4-Feb-14 11-Feb-14 18-Feb-14 25-Feb-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 0.00 0.00 0.00 0.00
March Auction date 4-Mar-14 11-Mar-14 18-Mar-14 25-Mar-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 0.00 0.00 0.00 0.00
April Auction date 1-Apr-14 8-Apr-14 15-Apr-14 22-Apr-14 29-Apr-14
Short-term bonds N/A N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A N/A
Next 7 days refinancing needs 0.00 0.00 0.00 0.00 0.00
May Auction date 6-May-14 13-May-14 20-May-14 27-May-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 0.00 0.00 0.00 0.00
June Auction date 3-Jun-14 10-Jun-14 17-Jun-14 24-Jun-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 0.00 4,504,344,498.75 898,347,119.55 1,151,505,027.47
July Auction date 1-Jul-14 8-Jul-14 15-Jul-14 22-Jul-14 29-Jul-14
Short-term bonds N/A N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A N/A
Next 7 days refinancing needs 1,438,486,890.00 1,138,555,423.99 521,577,588.61 3,947,172,446.00 2,135,858,815.63
August Auction date 5-Aug-14 12-Aug-14 19-Aug-14 26-Aug-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 414,944,974.19 538,404,810.28 1,735,385,498.50 1,116,522,566.48
September Auction date 2-Sep-14 9-Sep-14 16-Sep-14 23-Sep-14 30-Sep-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 219,550,000.00 2,433,107,995.75 783,466,999.21 2,116,418,827.00 880,580,000.00
October Auction date 7-Oct-14 14-Oct-14 21-Oct-14 28-0ct-14
Short-term bonds N/A N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A N/A
Next 7 days refinancing needs 2,164,558,150.00 758,769,154.50 1,078,805,975.96 1,984,515,248.24
November Auction date 4-Nov-14 11-Nov-14 18-Nov-14 25-Nov-14
Short-term bonds N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A
Next 7 days refinancing needs 1,636,253,779.74 2,152,816,298.50 2,178,575,687.77 1,924,798,738.58
December Auction date 2-Dec-14 9-Dec-14 16-Dec-14 23-Dec-14 30-Dec-14
Short-term bonds N/A N/A N/A N/A N/A
Medium-term bonds N/A N/A N/A N/A N/A
Next 7 days refinancing needs 911,303,854.77 3,148,652,385.00 2,496,617,119.55 1,595,016,602.47 438,486,890.00

Notes: 1) highlighted data in the rows of “Next 7 days refinancing needs” indicates critical volume of refinancing needs (i.e. above UAHO.5bn) for the government in the next 7-day
period; 2) the volume of refinancing needs include principal redemptions and coupon payments.

Sources: Ministry of Finance of Ukraine, Investment Capital Ukraine LLC.
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Disclosures

ANALYST CERTIFICATION

This research publication has been prepared by the analyst(s), whose name(s) appear on the front page of this publication.
The analyst(s) hereby certifies that the views expressed within this publication accurately reflect her/his own views about
the subject financial instruments or issuers and no part of her/his compensation was, is, or will be directly or indirectly
related to the inclusion of specific recommendations or views within this research publication.
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Investment Capital Ukraine LLC is regulated by Securities and Stock Market State Commission of Ukraine (licence numbers:
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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.
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