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MoF Issues new reserve bonds

The Ministry of Finance has reintroduced reserve bonds in the primary bond auctions,
resulting in a significant increase in proceeds in local currency.

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)*

UA4000235378  16.33 SA 19-Aug-26 5,000,000 1,042.95 5,214.75 5,000.00 17.07 17,710.86
UA4000234413  16.61 SA 13-dan-27 194,207 1,053.27 204.55 194.21 17.88 8,032.12
UA4000235196 17.80 SA 12-Apr-28 1,520,293 1,019.87 1,550.51 1,520.29 18.65 19,039.03
UA4000235642 14.56 SA 18-Apr-29 10,000,000 1,013.71 10,137.15 10,000.00 15.13 10,000.00
Total UAH 16,714,500 17,106.96 16,714.50 54,782.01

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

The 15-month military bills were oversubscribed almost 2x in 25 bids at interest rates
ranging from 16.3% to 16.35%. However, due to a UAH5bn cap, the MoF had to
partially satisfy these bids.

In contrast, demand for the 20-month bonds halved yesterday. The MoF chose to
satisfy all bids without changing the cut-off and weighted average rates.

Interest rates for the three-year notes remained unchanged as well. The MoF sold
these notes to all 13 bidders for UAH1.5bn.

The most notable demand was seen for the new four-year note. It is expected that
banks will be allowed to use these notes to cover their mandatory reserves. The MoF
received UAH41.2bn of bids, exceeding the UAH10bn cap. The highest bid rate was
15.8%, which is 170bp lower than the rates for similar reserve bonds at the end of
January. The lowest bid rate was 13.9%, which is 62bp higher than in January.
Ultimately, the MoF set the cut-off rate at 14.85% and the weighted average rate at
14.56%, reflecting increases of 86bp and 64bp compared with January. It is important
to note that these interest rate increases are smaller than the 125bp rise that has
been observed for regular bonds since January.

After a month-long break, the MoF has resumed offering reserve bonds, and the NBU
is expected to soon allow banks to use these bonds to cover part of their mandatory
reserves.

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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USD- and EUR-denominated adomestic government bonds
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