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Issuance activity 

Last week, the Finance Ministry delivered a miraculous hole-in-one shot by borrowing the record-high RUB 
346bn over a single auction day. As the market sentiment has improved since, the authorities decided it  was 

good time to get more aggressive duration-wise. So, for today the new 29017 08/32 RUONIA-floater and t he 
26233 07/35 fixed-rate notes are on the offer. 

Bonds offered in the 14 October auctions (to learn the procedure follow the link) 

Series Type Maturity 
Amount 

outstanding 

Maximum 
eligible 
amount 

Indicated 
volume 

Deadline for 
placing bids 

(Moscow time) 

Forecast 
cut-off price 

Relative 
valuation* 

29017 RUONIA 08/25/2032 - RUB 450bn - 12:30 94.3-94.9% - 

26233 Fix ed 07/18/2035 RUB 60bn RUB 450bn - 15:00 98.64-98.82% neutr al, +1bp 

Source: SG Cross Asset Research/EM, Ministry of Finance 

* Cheap = bonds that satisfy (1) positive spline spread greater than or equal to 3 or (2) z-score of spread greater than or equal to 1.5 

Rich = bonds that satisfy (1) negative spline spread lower than or equal to -3 or (2) negative z-score of spread less than or equal to -1.5 

Market sentiment 
The tides seem to have finally turned in favour of the MinFin on its preposterous quest of borrowing RUB 2tn 

(or more) over the last quarter of 2020. With global markets still torn between Mr Trump’s speedy recovery 
from covid-19 and woeful data on new cases globally, domestically, buyers are dominating the OFZ space 
once again. The latest geopolitical headlines are far less concerning than before and the prodigious r esult s  

of primary auctions last week have caused quite a stir. 

Over the last 2 weeks, yields across the fixed-rate OFZ curve have gone down by 10-40bp. Oh, what a 

(fort)night. 

Yields outlook  

If one were to use the experience of the previous months in pricing of the new 29017 08/32 RUONIA-floater, 
they would expect investors to target 95.25% of par at auction. At that price, discount to par (4.75pp) 
divided by term to maturity (11.9 years) gives 40bp of ‘rule-of-thumb’ annual premium over RUONI A, s ame 

as for the nearest 29013 09/30 RUONIA-floater. 

However, last week’s ground-breaking auction in the 29013 note saw 95.24% of par cut-off. So, t his  week  

auction participants would be odds-on to target a lower price for a longer benchmark. We would expect 
auction cut-off somewhere in the wide 94.3-94.9% range. 

As far as the 26233 07/35 fixed-rate series is concerned, the Finance Ministry likes to borrow at the long-end 

of the curve – but usually doesn’t like to overpay too much there. 

On Tuesday, the last trades of the day went at 99.1% of par (6.29% ytm), whereas the first trades of the day  
went at 99.5% of par (6.25% ytm). We would expect that on Wednesday the Finance Ministry will dis r egard 

all orders yielding more than 6.32-6.34% ytm which corresponds to 98.64-98.82% of par. 

Price dynamics for the RFLB 6.1 07/35 series   Results of previous auctions for the RFLB 6.1 07/35 series 

 

 

 

Source: SG Cross Asset Research/EM, Ministry of Finance, Bloomberg    
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Russian macroeconomic forecast overview 

 Current Q4 20 Q1 21 Q2 21 2020 2021 2022 

GDP (%, yoy) -8.0 -2.1 -0.7 7.0 -4.3 3.0 2.0 

Inflation (%, yoy) 3.7 4.3 4.3 4.1 4.3 3.8 3.9 

Fiscal balance (% GDP)     -3.8 -1.5 -1.4 

Public debt (% GDP)     19.0 18.6 19.4 

Key rate (%) 4.25 4.25 4.25 4.25 4.25 4.50 4.50 

USD/RUB 77.1 76.0 72.0 69.5 76.0 68.0 68.5 

EUR/RUB 90.6 89.7 86.4 84.8 89.7 85.0 91.1 

10Y OFZ 5.95 5.20 5.00 5.20 5.20 5.20 5.30 
Source: SG Cross Asset Research/EM, Rosbank  

 

Borrowing plan execution 

 

Gross plan 

borrowing,  

RUB bn 

Gross execution 

 to date,  

RUB bn 

% of period target 

Gross  

residual supply,  

RUB bn 

 Q4 20 plan: 2 000 346 17% 1 654 

Under 5 years 100 30 30% 70 

5 to 10 years 1 400 316 23% 1 084 

Over 10 years 500 - - 500 

 2020 Total 5 204 * 3 190 61% 2 014 
* Rosbank estimates based on the draft 2021-23 federal budget law documentation 
Source: SG Cross Asset Research/EM, Rosbank, Ministry of Finance 

 

10y EM bond peers to Russia, nominal yield  Change in 10y bond nominal yield & FX, week to 13 October 

 

 

 

Slope of the OFZ curve (generic benchmarks)  OFZ, XCCY and IRS curves as of 13 October 

 

 

 

Source: SG Cross Asset Research/EM, Ministry of Finance, Bloomberg    
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This r epor t is intended for  infor mational pur poses only.  

Any infor mation pr esented by PJSC ROSBANK (the ‘Bank’) in this r epor t shall not be consider ed either  as the deliver y of incomplete or  inaccur ate 

infor mation, in par ticular , as a non-disclosur e of or  a r epr esentation on the cir cumstances that ar e of the impor tance for  ex ecution, per for mance or  

ter mination of a tr ansaction, or  as a pr omise or  obligation to ex ecute tr ansaction on ter ms and conditions specified in this r epor t, or  as an offer , unless 

other w ise is ex pressly specified in this r epor t. 

The Bank shall not be liable for  any losses (damages and/or  lost pr ofit) due fr om the usage of t his r epor t and/or  infor mation contained her ein. 

All r ights to and ar ising fr om this r epor t ar e r eser ved to the Bank. The infor mation contained her ein cannot be r epr oduced or  distr ibuted w ithout pr ior  

w r itten consent of the Bank. 

Any infor mation (including infor mation about cur r ency ex change r ates, indices, pr ices on var ious under lying assets, etc.) con tained in this r epor t, is 

indicative and is subject to change at any time, including due to the change in mar ket conditions. Infor m ation about cur r ency ex change r ates, indices, pr ices  

on var ious under lying assets, etc. is specified in accor dance w ith data, r eceived by the Bank fr om ex ter nal sour ces. The Bank  does not guar antee the 

cor r ectness, accur acy, completeness or  r elevance of infor mation r eceived fr om ex ternal sour ces, although these sour ces ar e r easonably assumed by the Bank  

as r eliable.  

This r epor t under  no cir cumstances shall constitute either  a consultation or  individual investment r ecommendation . Financial instr uments, tr ades or  

tr ansactions, specified in this r epor t may not cor r espond w ith your investment pr ofile and investment goals (ex pectations). This r epor t does  not  t ak e i nt o  

consider ation your  per sonal investment goals, financial conditions or  needs. Pr ior  to enter ing into tr ansaction w ith financial instr ument or  making an 

investment into financial instr ument you should obtain your  own assessment ther eof; its cor r espondence w ith your  investment g oals, investment hor izon and 

r isk toler ance; its advantages, specifically r elated to its tax ation, not r elying ex clusively on infor mation pr ovided to you, such assessment obtained upon 

legal, tax , financial, accounting and other  pr ofessional advices in or der  to ensur e that the financial instr ument is suitable  for  your  needs. The Bank shall not  

be liable for  your  possible investor ’s losses in case of a tr ansaction w ith, or  investment to financial instr uments, specifie d in this r epor t. Your  r espons ibi li t y  

includes, inter  alia, an obligation to establish, whether  you have the author i ty to enter  into tr ansactions with or invest into any financial instr ument. 
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