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Demand for domestic bonds Increases

Yesterday, the MoF received UAH25.8bn of budget proceeds due to increased
demand for all UAH bonds and a larger offering of USD-denominated bills.

Table 1. Details of domestic government bonds placed at the auction (UAHbn)

ISIN Coupon Pay- Maturity Qty of Price Pro- Volume? YTMV3 Out-
rate (%) ment bonds (UAH)  ceeds? (UAHm) (%) standing

freq' sold (UAHm) (m)*

UA4000232599 14.65 @Mty  1-Oct-25 5,000,000 1,008.19 5,040.96 5,000.00 15.23 15,122.54
UA4000232888 1510 SA  20-May-26 5,000,000 1,061.49 5,307.47 5,000.00 15.88 15,130.85
UA4000232904 16.10 SA 12-May-27 5,000,000 1,068.02 5,340.12 5,000.00 16.95 15,144.31
UA4000231625 16.80 SA 9-Feb-28 1,651,858 1,031.51 1,703.91 1,651.86 17.56 13,903.11
Total UAH 16,651,858 17,392.46 16,651.86 59,300.81
UA4000233134  4.61 SA 20-Nov-25 200,000 1,019.50 8,411.75 8,250.84 466 8,250.84
Total USD 200,000 8,411.75 8,250.84 8,250.84

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

Twelve-month military bills received more significant demand than last week with
almost the same interest rates in bids, 14.65%, so did not require a cut-off rate
increase. Therefore, the MoF sold the planned UAH5bn of bonds without any changes
in interest rates.

Interest rates remained unchanged for a 1.5-year military issue, too. Bids were mostly
with a 15.25% interest rate, as a few weeks before. Total demand was UAH22bn vs.
a UAH5bn cap.

Only the 2.5-year military securities saw a large part of demand below last week's cut-
off rate, causing the weighted average rate to edge up by 1bp to 16.24%. While the
MoF accepted only one-quarter of the demand for this instrument, the cut-off rate
remained unchanged at 16.25%.

All three military bills were oversubscribed, but the MoF reported that it accepted all
bids, so most of the bids were accepted partially within the cap and in proportion to
the bid size.

For the first time this month, some bids for 3.5-year notes were with interest rates
below the cut-off level of 16.75%. However, this demand was low without impacting
the weighted average interest rate.

In addition, the MoF sold US$200m of new 12-month FX-denominated bills. The
Ministry rejected two bids that required an increase in the cut-off rate and kept it
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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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unchanged at 4.62%.

Finally, the MoF must be satisfied with this auction, which received enormous demand and
budget proceeds without offering reserve bonds. Significant oversubscription for military
bonds allows us to expect reserve bonds not to return this month. However, most bids have
interest rates at or slightly below the cut-off level, so bond rates should stay almost
unchanged soon.
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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 domestic government bonds
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