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Trade deficit hits record high in June

Ukrainian bond market

Reserve bonds improve rollover rate
Last month, the MoF issued a new reserve bond, which improved rollover
rates for hryvnia and in all currencies.

Trump's ultimatum reignites Eurobond trading
Last week, prices of Ukrainian Eurobonds rose amid President Trump's
harsh rhetoric against Russia.

Foreign exchange market

NBU keeps strong hryvnia policy
NBU keeps the hryvnia fluctuations in a narrow band while downsizing
interventions.

Economics

Trade deficit hits record high in June

In June, the deficit of external trade in goods and services hit a record
high of US$5.1bn, while the current account deficit narrowed marginally
vs May to US$3.1bn.

READ FIRST THE DISCLOSURES SECTION (ON LAST PAGE) FOR IMPORTANT
DISCLOSURES AND ANALYST CERTIFICATION

Banks’ reserves market
(1 August 2025)

Last Weekly YoY
chg (%) chg (%)

NBU rate (%)’ 1550 +0bp
ON rate (%) 15.46 +0bp
Reserves (UAHm)2 253,680 -3.1
CDs (UAHm)® 464,397 90

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.

+250bp
+246bp

Breakdown of govt bond holders (UAHm)
(1 August 2025)

Last Weekly YoY
chg (%) chg (%)

NBU 671,022
Banks 879,078
Residents 199,470
Individuals 92,818

Foreigners 19,937
Total 1,862,798

Source: NBU, ICU.

FX market indicators (1 August 2025)

Last Weekly YoY
chg (%) chg (%)

USD/UAH 41,7958
EUR/USD 1.1587
DXY 99.141
Source: Bloomberg, ICU.

Market gov’t bond quotes

(4 August 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 ($) 5.00 450
2 years ($) N/A N/A
Source: ICU.
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Reserve bonds improve rollover rate

Last month, the MoF issued a new reserve bond, which improved local debt rollover rates for
hryvnia and in all currencies.

The most notable July offering was a new reserve bond that helped the government raise
over UAH20bn. Another UAH35bn were raised via placement of military and regular bonds,
close to UAH34bn and UAH37bn raised in May and June, respectively. Larger borrowings
and low redemptions raised the rollover of UAH papers to 261% in July and 107% in 7M25,
up from 91% in 1H25.

Also, in July, the MoF sold EUR169m and US$216m of FX-denominated bills while
redeeming larger volumes, implying July rollover at 89% in euros and 53% in USD. Despite
low rollover in the FX segment, total rollover in all currencies rose to 102% in 7M25 from 87%
in 1H25.

Table 1. Monthly and YTD rollover rates in 2025

January
February
March
April
May
June
July

Month

140%
39%
125%
76%
256%
74%
261%

UAH

usb EUR All currencies
YTD Month YTD Month YTD Month YTD
140% - -100%* - - 79% 79%
1% - 71%* - - 64% 71%
86% 63% 67% 59% 59% 91% 79%
82% 68% 67% - 59% 75% 78%
97% - 67% 128% 82% 211% 90%
91% - 67% - 82% 74% 87%
107% 53% 63% 89% 84% 237% 102%

* only redemptions were registered in January and only borrowings reported in February

Source: MFU, ICU.

In August, the MoF has to redeem just UAH12bn of reserve bonds (this week) and US$280m
(in two weeks). Meanwhile, the MoF plans to keep its offering basket unchanged. That will
include three of the usual UAH bonds with maturities of 14 months, 19 months, and three
years. The MoF will also offer USD-denominated bills three times in August.

ICU view: The MoF has stepped up the placement of reserve bonds, thereby
compensating for the low level of rollover of FX-denominated securities. We still
expect the rollover of FX-denominated bonds to stay below 100%, while the
government will increase the rollover of UAH bonds.
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Chart 1. Local-currency bonds

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

Chart 2. FX-denominated bonds

Three-year history of domestic government bond placements at primary market;
proceeds (in billions) and yields-to-maturity (%)
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YTMs of domestic government bonads as calculated by NBU versus placements
via primary market auctions

M Auction on 29-Jul-25

@ Fair value of domestic sovereign bonds (UAH) on 28-July-25
YIM (%)
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Source: NBU, MFU, ICU.

YTMs of domestic government bonas as calculated by NBU versus placements
via primary market auctions
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Source: NBU, MFU, ICU.

Trump's ultimatum reignites Eurobond trading

Last week, prices of Ukrainian Eurobonds rose amid President Trump's harsh rhetoric against
Russia.

Last Monday, US President Trump said he expected Russia to end hostilities against Ukraine
by August 8. He confirmed he is ready to impose tough new sanctions if this demand is not
met. These signals raised investor interest in Ukrainian Eurobonds. Another positive catalyst
was the voting on Thursday by the Ukrainian Parliament to restore the independence of the
anticorruption agencies. Against this backdrop, the prices of Ukrainian Eurobonds rose by
more than 3% last week.

ICU view: The russian president has already signalled he will ignore President Trump's
ultimatum. The visit of the US Special Envoy S. Witkoff to russia will likely reaffirm
russia’s reluctance to move towards constructive negotiations. Therefore, the markets
will be waiting for more details about a possible set of sanctions that President Trump
is ready to adopt against russia. When more details are released, the markets will
reassess the chances of ending the war.
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Chart 3. Ukrainian Eurobond YTMs and prices
Eurobonds yield map Prices of Eurobonas as of last Friday, a week and a month ago
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NBU keeps strong hryvnia policy

NBU keeps the hryvnia fluctuations in a narrow band while downsizing interventions.

The hard currency shortage declined at the end of July by a third WoW to US$342m.
Therefore, the NBU slashed interventions by 21% to US$640m.

Hryvnia exchange rate fluctuations were in a tight range around UAH41.8/US$. NBU kept the
official exchange rate almost unchanged at UAH41.76/US$.

ICU view: The NBU continues to adhere to the policy of a strong hryvnia, providing a
sufficient supply of hard currency to avoid sharp fluctuations of hryvnia. Thanks to
large volumes of foreign financial aid provided by Ukraine’s allies, the NBU has
enough resources for interventions and expects to have enough international reserves
for 2026. Given that, the NBU may continue to weaken the hryvnia only very slowly this
year, and may keep it close UAH41.8/US$ in the coming weeks.

Chart 4. FX market indicators, 3-year history
Ukraine hryvnia UAH exchange rate per US dollar at the interbank market and NBU interventions (weekly data and weekly average starting from 24-Feb-2022
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Source: NBU, Bloomberg, ICU.
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Table 2. Key balance of payment components, $m
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Trade deficit hits record high in June

In June, the deficit of external trade in goods and services hit a record high of US$5.1bn,
while the current account deficit narrowed marginally vs May to US$3.1bn.

The gap of external trade-in-goods reached US$4.4bn in June as imports surged 26% YoY
and exports inched up by just 4%. An increase in imports of goods was primarily driven by
purchases of machinery and equipment, which may imply that military goods are now
reflected in the official statistics to a larger extent vs previous periods. The balance of foreign
trade in services stood at a negative US$0.7bn, the largest monthly volume YTD, on a spike
in import of financial services (no details were provided by the NBU on that component). The
primary income balance was close to zero, like in previous months, while the surplus of
secondary income improved on grants to the Ukrainian government.

Developments on the financial account side were positive as the stock of external trade
credits decreased (likely reflecting return of money to the economy by Ukrainian exporters)
while the net outflow of cash from the banking sector remained extremely low for the third
consecutive month. On top of that, government raised US$3.0bn in foreign concessional
loans. All in, NBU reserves were up 1.2% to US$45.1bn in June.

ICU view: The huge deficit of foreign trade-in-goods remains the largest drag on
Ukraine’s external account and that will remain the key risk to Ukraine’s macro stability
going forward. We expect the C/A deficit to widen close to 13% of GDP in 2025, up from
8.4% in 2024. Excluding budgetary grants, the C/A deficitis going to be 15-16% of GDP,
which implies about a 1.0-1.5pp increase from 2024. Meanwhile, the C/A gap has so far
been fully covered with external financial aid. We expect foreign aid will be sufficient
to offset C/A imbalances at least for the next 12 months, but risks to NBU reserves and
hryvnia stability may emerge in 2H26 if the inflows of foreign aid start to decrease.

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

C/A deficit extremely high in June

12-month current account balance keep deteriorating

Jun 2025 May 2025 Jun 2024

Current account -3,124 -3,445 -2,471
Trade in goods -4,388 -3,619 -2,994
Trade in services -687 -500 -449
Primary income -49 -32 73
incl. migrant income 560 574 644
Secondary income 2,000 706 899
incl. transfers to gov't 1,317 152 235
Financial account* -3,905 -1,439 -1,524
Foreign direct investment -134 0 -366
Change in trade credits -1,262 -780 -547
Change in cash out of banks 451 404 1,235
Net loans to government -2,960 -1,036 -1,978
Other 0 -27 132

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

Source: NBU, ICU.
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* adjusted for official grants to the government

Source: NBU, ICU.
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