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Weekly Digest
 Real GDP growth in 1Q19 amounted to 2.5% 
 The FinMin has successfully raised EUR1.0bln at 6.75% and other 

quasi-sovereigns have announced intent 
 The constitutional court declared snap vote legal; party ratings 

remained largely unchanged 
 Output of key economic sectors in May increased by 3.8% YoY 
 MHP reported a mixed set of results for 1Q19 

 

Real GDP growth in 1Q19 amounted to 2.5%, driving the LTM figure 
to 3.2%, according to final data published by the SSSU.  
 
Our view: The quarterly indicator was revised upwards by 30bps from its 
preliminary estimate in May and came much closer to our original 
projection (at 2.6% prior to the SSSU’s initial publication). Just as we 
thought, largest drivers from the pool of sectors that report high 
frequency data were construction (up 26.8% YoY, partially on the back 
of better weather) and transportation (up 2.1%). Trade performed on par 
with 4Q18 despite retail volumes growing at 7.4% YoY, as the wholesale 
dynamic was much less impressive (-5.5%, according to our estimates). 
Industrial production (comprised 19% of total GDP) contracted by 1.3%, 
in line with both the previously reported consolidated output figure and 
individually weak results across most subsectors (with metals and 
machinery standing out as especially problematic). We think that a ripple 
effect from the 30-day martial law introduced at the end of 2018 and the 
several months long conflict in the Kerch Strait with Russia may have 
played an important role in this dynamic. The unobservable part of the 
economy (i.e. without any publicly available output data) demonstrated 
very broad-based growth, but on the whole came in slightly weaker than 
in 4Q18. The financial sector showed the largest decline in its 
contribution to the YoY increase in total real value added largely due to a 
higher comparison base. From the expenditure side the data 
demonstrated another capex record since 2010 (19% of first quarter 
GDP), suggesting a possibility of strong fundamentals for future growth. 
Total investment contracted sharply, however, on the back of an unusual 
dip in inventories. We believe this may have occurred as a result of 
substantial corn sales since the beginning of the year and is thus 
essentially a one-off event. Our outlook for the rest of the year has 
become somewhat more upbeat since our last review, taking into 
account relatively strong data over May-June and substantial probability 
of Ukraine achieving another record harvest (grains may be up by as 
much as 5% YoY, according to the latest WASDE report). Importantly, in 
case the latter event materializes, the previously anticipated high base 
effect in 4Q19 will not occur. With this in mind, we increase our annual 
real GDP growth outlook to 3.0% from 2.8% previously.  
 
 
 
 
 
 
 
 
 

Real GDP growth contribution by sector in 1Q19

(1) The difference between total real GDP and the sum of the GDP 
contributions by sector 
Source: SSSU, Adamant Capital estimates 
 

Capex and investment as a share of real GDP

Source: SSSU, Adamant Capital estimates 
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The FinMin has successfully raised EUR1.0bln at 6.75% and other 
quasi-sovereigns have announced intent. According to the official 
press release, the ministry’s 7-year eurobond will be used to finance 
budget expenditures. On June 25 Ukraine Railways has revealed that it 
already scheduled meetings with investors and is looking to borrow for 
3-5 years in USD. A day later the state-owned oil and gas producer and 
operator Naftogaz also said it is considering a EUR500mln transaction 
and is contemplating a roadshow for July.  
 
Our view: Though the FinMin was able to raise a substantial amount of 
funds (which was a concern, taking into account practically a debut issue 
in EUR), the borrowing rate did turn out to be 250bps higher than we 
projected. According to our calculations the resulting yield is equivalent 
to roughly 8.95% in USD, which suggests a 150bps premium to the 
market. Though the event has clearly generated interest among state-
owned corporates, we expect them to also face high borrowing costs. 
Taking into account pricing of the notes that already trade, Ukrainian 
Railways are unlikely to raise 5-year funds at less than 10.0-10.5% (in 
dollars), in our view.  
 

 

 
 The constitutional court declared snap vote legal; party ratings 

remained largely unchanged. On June 20 the Constitutional Court of 
Ukraine has upheld president Zelensky’s decree to dissolve parliament 
as of May 21, thus giving a green light for early elections to proceed on 
July 21. According to a new survey conducted by a reputable polling 
agency SOCIS over June 14-19 (totaled 2,000 respondents), the list of 
political parties with enough backing to cross the 5% entry barrier into 
the new legislative body has not changed. These are Zelensky’s Sluha 
Narodu, Boyko’s Opposition Platform, Poroshenko’s Solidarnist, 
Tymoshenko’s Batkivschyna, and Vakarchuk’s Holos (supported by 
47.6%, 12.4%, 8.8%, 8.7%, and 6.8% of voters that have already made 
up their mind).  
 
Our view: While the constitutional court’s decision to allow the snap vote 
to proceed may be interpreted as a fresh example of Ukraine’s legal 
system yielding to political pressure (since such a course of events is 
certainly beneficial for the new president), it also shortens the timeframe 
of political instability and increases the probability of the country entering 
into a new IMF program by the end of the year (FinMin head Markarova 
has already said that talks with IFIs are ‘very active’). With regard to the 
elections themselves, the biggest unpredictability remains tied to the 
distribution of seats via local constituencies, as they have historically 
differed materially from results generated by party lists (owing both to a 
different system as well as numerous possibilities for distortions). That 
said, we calculate that if the figures do turn out to be similar, Zelensky’s 
Sluha Narodu should be able to take over 50% of the total.  
 

Poll-based breakdown of new parliament 

Note: assuming that single-seat constituencies receive the same 
support shares as party lists 
Source: SOCIS, Adamant Capital estimates 
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Output of key economic sectors in May increased by 3.8% YoY, as 
measured by our COI indicator. Industrial production has expanded by 
1.6% (0.6% in seasonally adjusted terms), demonstrating a substantial 
slowdown from April (5.2% and 4.4%, respectively). According to our 
estimates, transportation and construction gained 3.5% and 19.7% YoY, 
respectively. The latter was propelled forward once again by an over 
25% increase in non-residential and infrastructure works. Agricultural 
output was up by 0.8%. Wholesale volumes lost 0.2% vs last year, while 
retail expanded by 8.2% (we calculate combined growth at 4.3%).  
 
Our view: The consolidated figure fell short of our estimates by 80bps 
largely on the back of substantially weaker industrial output, which 
decelerated YoY predominantly as a result of lower volumes in 
machinery manufacturing, iron ore extraction, and, to a lesser degree, 
production of consumer goods. Taking into account that May’s YoY 
calendar effect was similar to that of April (an extra working day), it can 
be concluded that these sectors saw a real slowdown in average daily 
yield. Since very little data is available for further analysis and no 
apparent trends are present, we presume this effect to have been 
caused by a collection of one-off events. That said, we still 
predominantly take the latest data as a benchmark for our projection for 
June to avoid being overly optimistic. Overall, next month’s COI is very 
sensitive to agricultural output, which contributed over 500bps to growth 
for the same time period in 2018. As the harvesting campaign in 2019 
started only a few days later than in 2018 we expect a high base effect to 
be very slight. Combining all of the data together, we conclude that COI 
over April-June is likely to land at 3.6%, which allows us to reiterate our 
2Q19 real GDP growth guidance at 3.5%.  
 

 
Real GDP growth vs the COI indicator

Note: The Composite Output Index represents the weighted average 
growth of industrial production, retail sales, wholesale sales, 
transportation, and agricultural output 
Source: SSSU, Adamant Capital estimates 
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MHP reported a mixed set of results for 1Q19. Quarterly EBITDA 
(excluding IAS 41 effects) decreased by 6% YoY to $89mln. Revenue 
was up by 43% to $436mln. Net profit from continuing operations fell by 
63% to $33mln, reflecting higher finance costs and lower foreign 
exchange gains (due to smaller appreciation of local currency versus 
December 31). Operating cash flow was up by almost five times to 
$142mln owing to a release of working capital. FCF saw a similar 
dynamic, which was amplified by a drop in capex by $20mln. Net debt 
(non-IFRS 16) to LTM EBITDA ex IAS 41 grew by 20% to 2.8x. During its 
conference call for investors, management explained that the company’s 
profitability in the poultry segment suffered from an increase in 
overheads relating to protein production and wages, but guided for an 
expansion of margins going forward due to increasing prices on the 
domestic market. Expected average EBITDA per kilo for 2019 was sad to 
be “a few percent lower” than last year. Total capex plan was disclosed 
to be at $120mln for the Ukrainian business and $25mln for the 
Slovenian asset.  
 
Our view: Although total quarterly EBITDA (ex IAS 41) came in close to 
our guidance, individual segment results differed materially from 
projections. The increase in poultry production costs by c. 8% QoQ (our 
calculation assumes an estimated 8.3kt contribution to sales volumes 
from Perutnina Ptuj) caught us by surprise, especially given that the 
previous figure was elevated by bonuses paid out to employees at the 
end of 2018. While management remains upbeat with regard to margins, 
we feel that a more conservative approach may be appropriate and 
decrease our expected 2019 EBITDA per kilo to $0.45 from $0.50 
previously (still well above the 1Q19 indicator). That said, grain segment 
profits turned out to be materially higher than anticipated and, taking into 
account promising weather conditions so far (latest WASDE estimates 
suggest that Ukraine’s grain output may be up 5% YoY despite the 2018 
bumper harvest) may be capable of contributing even more to the total 
figure that last year. Combining both of these changes together we 
ended up decreasing our 2019 EBITDA estimate (ex IAS 41 effects) by 
4.5% to $470mln. In terms of leverage, we calculate that MHP should 
edge close to its 3.0x eurobond covenant (the test does not factor in 
IFRS 16 effects) by the end of December, which means that solvency 
risks should remain limited, given relatively high earnings quality. As 
explained by management, the $260mln worth of short term debt will be 
refinanced via undrawn facilities, which alleviates the possible liquidity 
concerns. All in all, we find that MHP’s fundamentals remain strong and 
reiterate our recommendation at a ‘Hold’, taking into account that it 
remains the most expensive corporate issuer out of Ukraine (and the only 
one that currently trades below the sovereign yield curve). 
 

 
MHP 1Q19 IFRS financial results summary, $mln

(1) EBITDA net of IAS 41 
(2) EBITDA per kg of sales to third parties 
(3) Crop segment EBITDA excluding IAS 41 per hectare of relevant 
harvested area 
Source: Company data, Adamant Capital estimates 

1Q19 1Q18 YoY 4Q18 QoQ
Revenue 436 306 43% 420 4%
EBITDA 83 89 -7% 88 -6%
IAS 41 gain/loss -6 -5 nm -22 nm

EBITDA adjusted1 89 95 -6% 111 -19%
Poultry 61 75 -18% 70 -12%
Grain 28 17 61% 52 -46%

EBITDA adjusted margin 20% 31% -10pps 26% -6pps
FX gain/loss 21 55 -62% 28 -26%
Net profit 33 90 -63% -14 nm
Net profit margin 8% 29% -22pps -3% 11pps

Net debt 1,239 1,058 17% 1,131 10%
Net debt/EBITDA 2.8 2.3 20% 2.5 11%
Net debt/adjusted EBITDA 2.8 2.4 20% 2.7 4%

Operating cash flow 142 29 387% 63 126%
Capex 32 51 -38% 16 93%
Free cash flow 110 -22 nm 47 137%

Poultry production, kt 171 152 13% 159 7%
Poultry sales, kt 164 135 21% 144 14%
Avg poultry price, UAH/kg 38.6 38.8 0% 40.6 -5%
Avg poultry price, $/kg 1.41 1.42 0% 1.45 -3%
Avg LTM harvest area, kha 365 356 3% 363 1%

Poultry EBITDA per kg2, $ 0.37 0.55 -32% 0.48 -22%

LTM crop EBITDA/ha3, $ 352 294 20% 325 8%
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Appendix 
 

Banking system 3m liquidity (lhs, UAHbln) vs NBU CD rates (%) Banking system 6m inflows from the state treasury and the DGF 
 

 
Source: NBU, Adamant Capital estimates 

Note: in UAHbln, where each point represents a biweekly sum  
Source: NBU 

 

Local market liquidity (as measured by the aggregate amount of NBU correspondent accounts and investment CDs) 
has increased by UAH 1.8bln to UAH 102.7bln over the last two weeks. On June 25 the Ministry of Finance conducted 
local hryvnia denominated placement maturing in October 2019, December 2019, June 2020, May 2022 and February 
2025 with yields of 17.75%, 18.25%, 18.4 %, 16.95% and 15.85%, respectively, and USD denominated placement 
maturing in May 2020 and June 2021 with yields of 7.0% and 7.5%, respectively. A total of UAH 6.7bln and $15.9mln 
was raised as a result. 
 

The UAH/USD interbank rate appreciated by 0.2% over the last two weeks starting out with 26.25 and ending at 26.19.
 
 
 
 
 
 

 

 
 
 

FX interbank trade volume (lhs) and FX rate (rhs), past 12 months Local market yield curve: yield (lhs, %) and maturity (rhs, days) 

 

Note: Exchange rate figures are from official interbank data 
Source: NBU   

Source: NBU, Bloomberg, Adamant Capital estimates 
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Ukraine vs selected countries: 10y USD yield spread, bps Ukraine eurobonds: yield (lhs, %) vs duration (years) 

 

Source: Bloomberg, Adamant Capital estimates 
 

Source: Bloomberg, Adamant Capital estimates 
 
 
 
 
 

State and NBU next 12m FX debt repayment schedule, $bln State and NBU FX debt repayment schedule 2019-29, $bln 

 

Note: Interest included in each category 
(1) Debt of state owned enterprises 
(2) Includes USAID guarantees 
Source: Bloomberg, Adamant Capital estimates 

  
(1) Debt of state owned enterprises 
(2) Includes USAID guarantees 
Source: Bloomberg, Adamant Capital estimates 

 
 
 
 
 

Global commodity price indices, past 12 months Ukraine 24m trailing trade (lhs) and CA balance (rhs) 

 

 
Note: Rebased to 1. Indexes used: Platts TSI HRC N Europe; China Iron Ore 62% Fe; Wheat 
Futures (CBT); WTI Crude Oil Futures; Corn Futures (CBT) 
Source: Bloomberg, Adamant Capital estimates 

 

Source: NBU 
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Key macroeconomic indicators        
 2017 1Q18 2Q18 3Q18 4Q18 2018 1Q19 2019E 

Real GDP growth, YoY 2.5% 3.3% 3.8% 2.8% 3.5% 3.3% 2.5% 3.0% 

Nominal GDP, UAHbln 2,984 705 811 995 1,048 3,559 793 4,032 

Nominal GDP, $bln 113 26 31 36 37 131 29 148 

GDP deflator growth YoY, % 22.1% 15.1% 17.4% 16.0% 13.5% 15.0% 9.8% 10.0% 

Period average CPI YoY, %  14.5% 13.8% 11.6% 8.9% 9.7% 11.0% 8.9% 9.1% 

End of period CPI YoY,% 13.7% 13.2% 9.9% 8.9% 9.8% 9.8% 8.6% 7.1% 

Consolidated budget deficit, % of GDP1 1.4% 0.4% -1.7% -0.4% 7.9% 1.9% 1.1% 2.3% 

Broad public sector deficit, % of GDP2 4.0% 0.4% -1.2% -0.4% 8.3% 2.2% 1.1% 2.3% 

Public debt as % of LTM GDP, UAH 71.8% 66.3% 61.6% 62.1% 60.9% 60.9% 58.9% 55.5% 

Public external debt as % of LTM GDP, $3 43.5% 41.6% 38.6% 37.6% 38.6% 38.6% 37.6% 33.7% 

Total external debt, $bln 115 115 114 114 115 115 114 112 

Export of goods and services, $bln 53.9 13.8 14.7 14.6 16.0 59.1 14.9 60.8 

Import of goods and services, $bln 62.5 15.8 16.6 18.8 19.1 70.3 16.9 72.4 

Trade balance, $bln -8.6 -1.9 -1.9 -4.2 -3.1 -11.2 -2.0 -11.6 

Current account, $bln -2.4 -0.5 -0.1 -2.9 -1.0 -4.5 -0.4 -4.0 

Financial account, $bln4 -5.0 -0.3 -0.7 -2.1 -4.3 -7.4 -0.7 -4.1 

End of period NBU reserves, $bln 18.8 18.2 18.0 16.6 20.8 20.8 20.6 20.2 

Average interbank exchange rate, UAH/$5 26.5 27.3 26.2 27.4 28.0 27.2 27.3 27.2 

EOP interbank exchange rate, UAH/$ 28.1 26.3 26.3 28.3 27.7 27.7 27.2 27.9 

EOP key policy rate NBU, % 14.5% 17.0% 17.0% 18.0% 18.0% 18.0% 17.5% 17.0% 
 
(1) Includes net loans given out to state enterprises from the central budget 
(2) Includes quasi-fiscal expenditures such as the recapitalization of Naftogaz, state banks, and the DGF. Also accounts for state guarantees.  
(3) GDP calculated in $ according to the average UAH/$ exchange rate for the year 
(4) As per the 6th edition of the IMF’s Balance of payments and international investment position manual 
(5) Based on official NBU data of average daily interbank rates. Not weighted by volume traded 
Source: NBU, SSSU, State treasury, Ministry of Finance, IMF, Adamant Capital estimates 
 

Indicative Eurobond prices, yields, and recommendations 
Bond name Recommendation Rec date Coupon Maturity Bid Yield Bid Price 1 week Δ Dur, yrs Out, $mln 

Ukraine 2019 Hold - 7.8 Sep-19 6.1 100.3 0.0 0.2 661 

Ukraine 2023 Hold - 7.8 Sep-23 6.4 104.9 1.9 3.6 1,355 

Ukraine 2024 Hold - 9.0 Feb-24 7.0 107.6 1.4 3.8 750 

Ukraine 2027 Hold - 7.8 Sep-27 7.5 101.5 1.8 6.1 1,307 

Ukraine 2028 Hold - 9.8 Nov-28 8.0 111.6 1.7 6.4 1,600 

Ukraine 2032 Hold - 7.4 Sep-32 7.7 97.1 1.5 8.1 3,000 

MHP 2024 Hold 25-Jun-19 7.8 May-24 6.4 105.4 2.0 4.1 500 

MHP 2026 Hold 25-Jun-19 7.0 Apr-26 6.8 100.8 2.3 5.4 550 

DTEK 2024 Hold 4-Jun-19 10.8 Dec-24 10.4 101.4 1.6 4.0 1,344 

Metinvest 2023 Hold 28-May-19 7.8 Apr-23 6.8 103.1 2.0 3.1 945 

Metinvest 2026 Hold 28-May-19 8.5 Apr-26 7.8 103.8 1.6 5.1 648 

Ukrlandfarming in default Sell 13-Jun-17 10.9 Mar-18 nm 14.0 -0.4 nm 543 

Avangard in default Sell 9-Apr-19 10.0 Oct-18 nm 10.1 -0.3 nm 214 

Privatbank in default (10.250) Not rated - 10.3 Jan-18 nm 30.6 -0.1 nm 160 

Privatbank in default (10.875) Not rated - 10.9 Feb-18 nm 30.3 0.0 nm 175 

Oschadbank 2023 Buy 14-May-19 9.4 Mar-23 8.1 103.9 0.9 1.8 280 

Oschadbank 2025 Buy 14-May-19 9.6 Mar-25 8.7 104.0 0.8 1.9 500 

Ukreximbank 2021 (UAH) Not rated - 16.5 Mar-21 18.8 96.8 0.2 1.5 150 

Ukreximbank 2022 Buy 14-May-19 9.6 Apr-22 8.0 104.1 1.1 1.5 375 

Ukreximbank 2025 Buy 14-May-19 9.8 Jan-25 8.7 104.4 0.8 2.3 600 

Ukrainian Railway 2021 Buy 7-May-19 9.9 Sep-21 8.8 102.1 0.3 0.9 350 

Kernel 2022 Buy 28-May-19 8.8 Jan-22 6.5 105.3 1.1 2.3 500 

Note: all bonds are rated in relation to the sovereign, which is assumed to have a ‘Hold’ rating 
Source: Bloomberg, Adamant Capital estimates 
 

Fixed Income 2 week event calendar 

Event Type Date 

Treasury - Monthly state budget performance Indicative 26-Jun 

NBU - Balance of payments monthly data Exact 27-Jun 

NBU - International reserves monthly data Exact 5-Jul 

SSSU - Monthly inflation Exact 9-Jul 
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