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MoF launches new three-year note

After a three-month break, the MoF offered an ordinary three-year note yesterday.
The new bond was oversubscribed, and the MoF did not accept all bids.

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)*

UA4000234215  15.10 SA 24-Jun-26 317,206 1,032.79  327.61 317.21 17.06 17,114.54
UA4000234413  16.61 SA 13-Jan-27 1,066,456 1,033.67 1,102.36 1,066.46 17.87 4,374.75
UA4000235196  17.80 SA 12-Apr-28 2,800,067 1,000.02 2,800.11 2,800.07 18.65 2,800.07
Total UAH 4,183,729 4,230.08 4,183.73 24,289.35

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

The 14-month military bill received 17 bids, amounting to just UAH317m, one of the
smallest amount of demand for this paper. Interest rates in bids were as expected.
Therefore, the MoF accepted all of them, receiving UAH328m of proceeds.

Demand for the 1.8-year ordinary paper was more significant. Despite the small
number of bids, the MoF accepted them and borrowed UAH1.1bn. In contrast to the
previous two primary auctions, no bid required an increase in yields.

The new three-year ordinary note received 18 bids for bonds worth UAH6.3 bn. Most
of the bids, (for UAH2.8bn), were with interest rates in the 17.7-17.8% range or were
non-competitive. The MoF accepted such bonds, rejecting just three for UAH3.5bn,
which required an increase in the cut-off rate up to 18.5%.

The MoF agreed to the maturity premium for the three-year note at 70bp to 1.8-year
paper or with 15 months or longer tenor, or 5bp less than between 14-month and 1.8-
year bills. However, the new cut-off rate is 131bp above the rate for the same maturity
sold at the beginning of January. The MoF increased yields this year by 125bp for the
one- and two-year securities.

Finally, the MoF received UAH4.2bn of budget proceeds, a good amount without
reserve bonds. The MoF will offer a special reserve bond today in exchange for
reserve paper due in a month. This week's offering demonstrated the MoF's
unwillingness to hurry up in preparation for the 100% rollover.

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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