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Domestic debt rollover up in May
In May, the MoF faced only minor redemptions and managed to increase
domestic debt rollover substantially.

Ukraine in default on VRIs
Ukraine missed the scheduled payment on VRIs and is no longer under
time pressure to negotiate the restructuring terms.

Mood gloomier among Eurobond holders
The stall in ceasefire negotiations and recent large-scale aerial attacks on
Ukraine made investor mood sour even further.
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NBU curbs hryvnia volatility

The NBU slightly increased its interventions last week, keeping the
hryvnia exchange rate close to UAH41.5/US$, marking insignificant
hryvnia weakening during May.
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Financial account surges on foreign aid in April

In April, Ukraine’s current account deficit stood at US$1.1bn while the
financial account surplus surged to US$4.8bn on inflows of concessional
loans.
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Banks’ reserves market

(30 May 2025)
Last Weekly YoY
chg (%) chg (%)
NBU rate (%) 1550 +0bp TN
ON rate (%) 15.50 Sl +200bp
Reserves (UAHm)2 248,503 +3.1
CDs (UAHM)® 529,480 36

Notes: [1] NBU’s key policy rate; [2] stock of banks’ reserves
held at NBU; [3] stock of NBU’s certificates of deposit.

Source: NBU, Bloomberg, ICU.

Breakdown of govt bond holders (UAHm)
(30 May 2025)

Last Weekly YoY
chg (%) chg (%)

NBU 672,522 +0.0
Banks 854,804
Residents 207,624
Individuals 94,793
Foreigners 19,885

Total 1,850,234
Source: NBU, ICU.

FX market indicators (30 May 2025)

Last Weekly YoY
chg (%) chg (%)

USD/UAH 41.5650

EUR/USD 1.1347

DXY 99.329

Source: Bloomberg, ICU.

Market gov’t bond quotes

(2 June 2025)

Maturity Bid (%) Ask(%)
6 months 15.50 14.75
12 months 17.50 16.00
2 years 18.25 16.75
3 years 18.75 18.00
12 months ($) 5.00 4.50
2 years ($) N/A N/A
Source: ICU.
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Domestic debt rollover up in May

In May, the MoF faced only minor redemptions and managed to increase domestic debt
rollover substantially.

Last month, the MoF redeemed bonds worth EUR156m and UAH13bn while borrowing
EUR200m and UAH33.3bn. As a result, the April rollover ratio was 256% for UAH debt and
128% for EUR-denominated debt. YTD figures for the UAH debt rollover improved to 103%
in 5M25 (89% in 4M25). Likewise, the EUR debt rollover rose to 82% in 5M25 from 59% in
4M25. Domestic debt rollover in all currencies increased to 94% in 5M25 from 82% in 4M25.

The recent offering of reserve bonds was the main contributor to an uptick in the rollover rate
last month. The new bonds were oversubscribed 4x, and were sold at a weighted average
rate of 14.56%. This rate is 64bp above the rate on a similar note issued at the end of January.
See details in the auction review.

The MoF must redeem UAH40.6bn of bonds in June, and there are no scheduled
redemptions in hard currency. To maintain the current rollover ratio, the MoF borrowings need
to average at UAH10bn per week, which seems unrealistic if reserve bonds are not added to
the offerings. The current auction schedule for June only includes military and regular bonds.

ICU view: The MoF resumed offering reserve bonds at the end of May and sold
UAH10bn worth of the new securities. The NBU will likely soon include them in the list
of bonds that banks can use to meet the mandatory reserve requirements. This
placement contributed almost a third to all UAH borrowings in May and was
instrumental in improving the rollover rate YTD. However, the rollover may again
decline in June as the MinFin will face difficulties in raising UAH40bn if reserve bonds
are not added to the offerings. The new three-year note (maturity in November 2028)
added to the offer pipeline in June is unlikely to be designated as a reserve bond and
unlikely to face significant oversubscription.

Chart 1. Local-currency bonds

Three-year history of domestic government bond placements at primary market:
proceeds (in billions) and yields-to-maturity (%)

YTMs of domestic government bonas as calculated by NBU versus placements
via primary market auctions
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https://icu.ua/download/7284/ICUDebtInsight-20250528-Eng.pdf
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Chart 2. FX-denominated bonds
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Three-year history of domestic government bond placements at primary market: YTMs of domestic government bonads as calculated by NBU versus placements
proceeds (in billions) and yields-to-maturity (%) via primary market auctions
Volume (US$bn, right scale) W1 year m2 years W3 years mDbom sov bonds (USD) on 2-Jun-25 mDom sov bonds (EUR) on 2-Jun-25
8 0.4 WAuction on 29-Apr-25 mAuction on 20-May-25
7 [ > v 4.2
6 03 4 m N
5 3 - N 32
mom o TR O 0D o ) g m
‘S -
3 1
2 0.1 0
1 1 1]
0 0.0 2 Years to maturity
Jun-22 Oct-22 Feb-23 Jun-23 Oct-23 Feb-24 Jun-24 Oct-24 Feb-25 ' 0.0 0.2 0.4 0.6 0.8 1.0 1.2

Source: MFU, ICU.

Source: NBU, MFU, ICU.

Ukraine in default on VRIs

Ukraine missed the scheduled payment on VRIs and is no longer under time pressure to
negotiate the restructuring terms.

The MoF informed that it's not making today’s scheduled payment on VRIs totalling
US$665.5mn based on GDP growth in 2023. The 5.5% GDP increase in 2023 was a bounce
following the economy's collapse in 2022 due to a full-scale russian invasion. In 2024, the
Cabinet of Ministers suspended payments on both Eurobonds (the payments were
subsequently resumed after a successful restructuring) and VRIs. The MoF reiterated that
the moratorium on VRI payments will remain in place until the restructuring is completed. The
government expects to reach a fair and comprehensive restructuring deal on the GDP-linked
warrants that ensures long-term debt sustainability without threatening Ukraine's recovery
and reconstruction.

The government failed to agree to restructuring terms with VRI holders in April as the parties’
starting proposals were too far apart. Last week, VRIs' price declined 3% to 73 cents per
dollar of notional value, reflecting the broader sentiment toward Ukrainian debt.

ICU view: While VRI holders had little hope for any cash payments based on 2023 GDP
growth, they still expected the MoF would submit a new restructuring proposal with
significant concessions. Now that a default has occurred, the government is no longer
under time pressure to design a new proposal and likely feels it now has greater
leverage over the process. The Eurobonds are technically unaffected by the default on
VRIs as a cross-default clause was removed during the restructuring last year.

Mood gloomier among Eurobond holders

The stall in ceasefire negotiations and recent large-scale aerial attacks on Ukraine made
investor mood sour even further.

Last week, the preparations for the second round of negotiations yielded little hope for a
productive meeting. russia refused to provide its list of realistic conditions for ceasefire,
implying little chance for meaningful discussions in Istanbul.

Against this backdrop, Eurobond prices slid by 3.1% on average last week while the EMBI
index rose by 0.6%.

ICU view: russia shows no interest in negotiations and is scaling up its daily aerial
strikes on Ukraine’s civilian infrastructure with drones and missiles. Given this harsh


https://icu.ua/download/7112/ICUWeeklyInsight-20250428-Eng.pdf
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reality, investors were not encouraged by a staff-level agreement reached between
Ukraine and the IMF on 8th review of the EFF program.

Chart 3. Ukrainian Eurobond YTMs and prices
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NBU curbs hryvnia volatility

The NBU slightly increased its interventions last week, keeping the hryvnia exchange rate
close to UAH41.5/US$, marking insignificant hryvnia weakening during May.

The NBU maintained the USD/UAH exchange rate almost unchanged at UAH41.53/US$ last
week implying dollar prices were up by only UAH0.06 in May.

The FX shortage rose by 7% WoW to US$389m last week, including an increase in net hard
currency purchases in the interbank FX market by 12% WoW to US$375m.

NBU's interventions were up last week by 6% WoW to US$653m, which is just 7% more than
the weekly average interventions during the full-scale war.

ICU view: The NBU keeps selling FX from reserves without any limits to keep exchange
rate in a narrow band. We expect the NBU will maintain this approach in the nearest
months.

Chart 4. FX market indicators, 3-year history
Ukraine hryvnia UAH exchange rate per US dollar at the interbank market and NBU interventions (weekly aata and weekly average starting from 24-Feb-2022
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Table 1. Key balance of payment components, $m
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Financial account surges on foreign aid in April

In April, Ukraine’s current account deficit stood at US$1.1bn while the financial account
surplus surged to US$4.8bn on inflows of concessional loans.

The C/A balance remained under pressure of the trade-in-goods deficit as import was up 9%
YoY while export contracted 8% in April. The balance of foreign trade in services was little
changed, and so were the balance of primary income, including incomes of migrants. The
secondary income was supported with a US$1.7bn in grants under ERA facility.

Unlike the current account, the financial account recorded a huge net inflow of capital driven
by US$5.4bn in new concessional loans to Ukraine. Also noteworthy was a substantially lower
increase in FX cash outside the banking system compared with March and last year’s April,
which reflects better household sentiment with regard to exchange rate stability.

A huge financial account surplus boosted NBU reserves by 10% to US$46.7bn in April.

ICU view: We maintain our projection of C/A deficit at 12-13% of GDP this year (if
foreign grants are not included into C/A balance). Yet, the inflow of concessional loans
from Ukraine’s allies will be more than enough to offset the C/A deficit. Against this
backdrop, we expect the NBU reserves to exceed US$55bn at the end of 2025, implying
significant NBU firepower to maintain the hryvnia strong. We, thus, expect only limited
depreciation this year, but expect significant FX market pressures next year.

Chart 5. Current account, 12-month trailing, $bn

C/A gap remains large in April

12-month current account balance stabilized

Apr 2025 Mar 2025 Apr 2024

Gurrent account -1,075 -909 -1,878
Trade in goods -3,142 -3,551 -2,374
Trade in services -424 -479 -420
Primary income 79 72 151
incl. migrant income 549 549 674
Secondary income 2,412 3,049 765
incl. transfers to gov't 1,827 2,522 104
Financial account* -4,849 -3,290 -546
Foreign direct investment -159 -178 -484
Change in trade credits -813 -1,281 -547
Change in cash out of banks 472 936 1,104
Net loans to government -5,390 -3,731 -903
Other 1,041 964 284

* negative numbers in financial account indicate increase in liabilities (cash inflow)

Source: NBU, ICU.
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