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Bond Market Insight
Competition grows for UAH

Yesterday, the Ministry of Finance raised UAH9.6bn (US$261m) for the budget,
mostly in local currency, rejecting part of the demand for all offered hryvnia bonds.

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)*

UA4000226260 16.00 SA  27-Sep-23 500,000 1,069.67  534.84  500.00 15.61  8,322.91
UA4000224380 12.94 SA 14-Feb-24 51,215 954.50 48.88 51.22 19.41 9,006.45
UA4000227094  19.59 SA 4-Dec-24 7,000,000 1,056.20 7,393.39 7,000.00 19.43 20,167.41

Total UAH 7,551,215 797711 7,551.22 37,496.76
UA4000227052  0.00 @Mty  20-Jul-23 44109  983.17 1,594.10 1,621.39 4.22 11,560.69
Total USD 44,109 1,594.10 1,621.39 11,560.69

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

The shortest paper was oversubscribed for the first time in four weeks. With a cap of
UAH500m (US$13.6m), demand amounted to UAH641m (US$17.5m), mainly in non-
competitive bids. Competitive demand was unanimous at a rate of 15%, so most
likely, all competitive bids were satisfied, and non-competitive demand was satisfied
within the rest of the cap.

Twelve-month bills did not receive much demand, just UAH151m (US$4.1m), but the
bid for UAH100m (US$3.7m) required a rate increase to 25%, so it was rejected.

"Reserve" bonds usually receive significantly greater demand than the cap, more than
five times. Therefore, the MoF sold 30% of the offering under non-competitive bids,
and 70% of the cap to those who submitted the lowest interest rates in their
competitive bids. As a result, the cut-off rate for this paper was set at 18.6%, and the
weighted average rate at 18.51%, which is 65bp and 56bp lower than last week.

While the increase in demand for seven-month OVDPs was mainly unexpected, the
demand for "reserve" paper and another reduction in rates were expected. Currently,
according to the auction schedule, the MoF will offer new "reserve" paper in two
weeks, so banks rushed to buy bonds to cover part of the required reserves now.
Therefore, competition for the opportunity to purchase them immediately, and not in
two weeks, was high.

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