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Yesterday, the MoF offered only FX-denominated bills. This week, the Ministry was
able to borrow nearly US$0.9bn, which improved the balance in its FX accounts and
budget financing. Three-month USD-denominated and 13-month EUR-denominated
bills were offered, and provided US$801m and EUR75m of budget proceeds,
respectively.

This was the fourth offering of FX-denominated bills this year, and the third time in
March, as due to instability in global financial markets caused by spreading of COVID-
19, demand for UAH-denominated bills fell to a very low level with a significant
increase in likely cost for the budget.

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)*

UA4000208482 0.00 @Mty 18-Aug-20 807,140  993.14 22,159.92 22,312.98 1.73 22,312.98
Total USD 807,140 22,159.92 22,312.98 22,312.98
UA4000208490 2.22 SA 13-May-21 75,050 1,008.10 2,256.34 2,238.21 223 2,238.21
Total EUR 75,050 2,256.34 2,238.21 2,238.21

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

Yesterday, three-month USD-denominated paper was offered, which was last offered
a year ago. Despite current conditions, this paper collected US$812m of demand,
most of it accepted. The MoF rejected just two bids amounting to US$5m. In total, the
budget will receive US$801m of proceeds, which were received at 3% cut-off and
weighted-average rates, lower than for the 10-month bills a week ago.

Last March, three-month USD-denominated bills were sold at 6.5%.

Demand for 13-month bills in euros was significantly lower. Just two bids amounting
to EUR75m were submitted at a 2.22% rate, and both were accepted. Compared with
the auction two weeks ago, the maturity of bills increased, while cut-off rate slid 3bp
and weighted-average rate remined steady.

The amount of funds collected yesterday provided good support for the government
to meet its debt repayments. To the extent that hard currency from government
accounts were not exchanged in hryvnia in February and March, the current balance
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USD-denominated domestic gov't bonds:
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EUR-denominated domestic gov't bonds:
yield curve in past two auctions
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is enough to cover all FX debt repayments probably until the end of May. Only about
US$200m of additional funds are required in hard currency for this period of time.

As yesterday’s borrowing mostly are short-term, there remains a need to borrow in FX, not
only to support and replenish FX accounts, but also to finance the budget deficit, as potential
demand for local-currency paper is not attractive to the government due to high interest rates.
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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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