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First auction after crisis begins

The MoF held a primary bond auction for the first time after changes in the government
and as the risk of spreading the COVID-19 increases. It borrowed US$71.6m or
UAH1.9bn, which was a quite positive result given current conditions.

Total demand fell nearly three times compared with the last time USD-denominated
bills were offered, which was in February. Yesterday, demand was US$78.8m at par
value. Interest rates in demand rose to 9%, but three bids with rates above the cut-off
level were small, together just US$5.2m. So, the Ministry accepted 13 out of 16 bids
in the amount of US$73.6m, and borrowed US$71.6m.

The cut-off rate was set at 3.5%, the same as in February, but the weighted-average
rate rose by 11bp to 3.5%.

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

ISIN Coupon Pay- Maturity Qty of Price Pro- Volume? YTM3 Out-
rate (%) ment bonds (UAH) ceeds? (UAHm) (%) standing

freq' sold (UAHm) (m)*

UA4000208417  0.00 @Mty  6-Jan-21 73,616  972.67 1,938.66 1,993.13 349 1,993.13
Total USD 73,616 1,938.66 1,993.13 1,993.13

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

The Ministry did not offer any UAH-denominated paper. Most likely, there was not any
demand for these instruments, or possibly the level of interest rates was above
secondary market rates. Therefore, the break in offering UAH-denominated bills
continues, and the Ministry continues to offer FX-denominated paper.

During crisis periods, new issues usually are not successful, but currently, demand
for FX-denominated paper persists. Low demand can be the result of lack of
repayments on the same instruments. The next debt repayments in FX are scheduled
for April, and until then, issues of new FX-denominated paper will likely be inactive.

READ FIRST THE DISCLOSURES SECTION (ON LAST PAGE) FOR IMPORTANT
DISCLOSURES AND ANALYST CERTIFICATION
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USD-denominated domestic gov't bonds:
yield curve in past two auctions

MAuction on 17-Mar-20 B Previous auction on 11-Feb-20

4.0 (%)
38
36
34 = ]
32

Duration (years)
3'OO,OO 020 040 060 080 1.00 120

Source: Ministry of Finance of Ukraine, ICU.

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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