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Changes in UAH instruments

Yesterday, the Ministry of Finance attracted only UAH3.1bn (US$105m) to the budget,
a fourfold reduction compared with a week earlier. But this is not surprising because
today, there will be no redemptions, so investors did not have funds to reinvest.

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)*

UA4000225866  0.00 @Mty 27-Jul-22 351,368 985.63 346.32 351.37 9.50 6,403.18
UA4000225957  0.00 @Mty 10-Aug-22 550,234 982.11  540.39  550.23 9.50 550.23
UA4000225940  0.00 @Mty 11-Jan-23 1,790,093  942.18 1,686.59 1,790.09 10.00 1,790.09
UA4000225908 11.50 SA 25-0ct-23 60,685 1,010.36 61.31 60.69 11.90 4,076.35
Total UAH 2,752,380 2,634.61 2,752.38 12,819.86
UA4000225775  3.70 SA 27-Apr-23 15,769 1,003.53 46525  463.61 3.73 3,173.49
Total USD 15,769 465.25 463.61 3,173.49

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

Of the five offered issues, just three bills were already sold at primary auctions earlier
this year: two-month and 1.5-year local-currency bills, and 11-month USD-
denominated paper. This did not contribute to the extra activity of investors: two-
month securities were purchased for UAH351m (US$12m), 1.5-year bills for only
UAH60m (US$2m), and USD-denominated bills for only US$15.8m.

But in contrast to previous auctions when new instruments were not very interesting
to investors, the new issue of six-month bills maturing at the beginning of next year
received the greatest demand yesterday. In total, demand amounted to UAH1.8bn
(US$61m), and the budget received almost UAH1.7bn (US$57m).

In addition, yesterday was the offer of another issue of two-month bills, which were
not classified as military, and under current regulations, cannot be sold on the
secondary market. They were placed on the same terms as the military bills, at a rate
of 9.5%, and amounted to UAH550m (US$18m) at face value. Such a decision could
be a step by the MoF toward the market to meet the needs of investors who cannot
invest in military bonds, but want to buy new Ukrainian securities.

So, although borrowing has declined, the general trend in the structure of instruments
and the distribution of demand is improving expectations that the addition of non-
military bonds may expand the investor base. In particular, foreigners who have not
bought military bonds in the past few weeks may be interested in such instruments.

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. Fair value of domestic government bonds as calculated by NBU versus placements via primary market auctions
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