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S;esslgsizc;rog(lgcr)gghuk On June 25, the Finance Ministry held its first local bond
ok@concorde.com.ua auction _thls year. Strong demand for 1.5 year notes
allowed it to place UAH 0.8 bln (USD 159 miIn) at 7.12%, 8
bp below the stop yield. We believe bidders were ready to
buy other mid-term securities at offered yields, but they
were withdrawn as the size of the shorter-term placement
Structure of public debt let the Finance Ministry raise the funds it needed. If the
government is not tempted to decrease yields for mid-term
USD bin Share securities, it has a good chance of meeting its year-end
External 11.94 79.8% targgt of UAH 3.8 bln (USD 750 min) after just a few more
) auctions.
Direct 9.29 62.1%
Guaranteed 2.65 17.7%
) Revival of local auctions
Domestic 3.03 20.2% After a six months halt, the Finance Ministry renewed its local bond
Direct 3.03 20.2% auctions on June 25, revealing the stop yields for the five
Guaranteed 0.00 0.0% instruments that will be offered this year.
TOTAL ) o 1a.97 100.0% Tenor Stop vyield Weighted avg. yield ~ Amnt sold, UAH min
Source: Finance Ministry
1.5y 7.2% 7.12% 801
3y 7.7% - -
2006 Auctions summary 5y 7.2% - -
Tenor Weighted # of Amnt 7y 6.2% - -
10y 5.7% - -
average successful sold, Source: Finance Ministry
yield*, % auctions UAH min
2y Y . P Stop yields are too low on the long end of the curve
’ The government will have to increase offered yields for the long-term
3y 9.39 19 812 bonds if they want them to be accepted by the market. Even
5y 9.50 2 202 accounting for a decrease in interest rates in the long-term, we see a
* For all the auctions in 2006 minimum yield of 6.95% for 7y and 6.90% for 10y bonds.
Source: Finance Ministry
Mid-term securities priced attractively
The very first auction of the year, at which 1.5y securities were sold,
. . brought in 21% of the domestic borrowing target for 2007. We
Sovereign ratings believe that bidders were ready to pay for other mid-term bonds at
Agency Rating Outlook offered yields (which were close to the yields on the secondary
S&P BB- Negative market) but they were withdrawn by the government, likely because
Moody’s B1 Positive the volume of the shorter-term placement was enough to meet
current budget needs.
Fitch BB- Positive
R&I BB Stable Get in before it’s too late
Source: Finance Ministry In 2006 the government held 78 auctions and raised only 35% of the
planned amount. This year the number of offerings is almost certain
to be limited. At these rates for mid-term securities, the Finance
Ministry will meet the planned annual target of UAH 3.8 bin (USD
750 min) after holding just a few more auctions. High local liquidity,
the lack of quality securities on the market, and no threats of
devaluation on the horizon all favor the government.
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Public debt vs. FX Reserves
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Disclaimer

This report has been prepared by Concorde Capital investment bank for informational purposes only. Concorde Capital does and seeks to do
business with companies covered in its research reports. As a result, investors should be aware that Concorde Capital might have a conflict of
interest that could affect the objectivity of this report.

Concorde Capital, its directors and employees or clients might have or has interests or long /short positions in the securities referred to herein,
and might at any time make purchases and/or sales in them as a principal or an agent. Concorde Capital might act or has acted as a market-
maker in the securities discussed in this report. The research analysts and/or corporate banking associates principally responsible for the
preparation of this report receive compensation based upon various factors, including quality of research, investor/client feedback, stock picking,
competitive factors, firm revenues and investment banking revenues.

Due to the timely nature of this report, the information contained might not have been verified and is based on the opinion of the analyst. We do
not purport this document to be entirely accurate and do not guarantee it to be a complete statement or summary of available data. Any
opinions expressed herein are statements of our judgments as of the date of publication and are subject to change without notice. Reproduction
without prior permission is prohibited. © 2007 Concorde Capital
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