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CENTRAL GOVERNMENT
BORROWINGS

AKTUALITATES AREJA FINANSU
TIRGU: DIVAS ETALONA OBLI-
GACIIU EMISIJAS

2016. gada Latvija nostiprinaja savas

pozicijas starptautiskajos finansu tir-
gos ka regulars eiro zonas emitents,

Apgroziba esosas obligacijas 2016. gada beigas
Eurobonds outstanding at the end of 2016

milj. EUR/ million EUR
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veicot divas etalona apjoma ilgtermina
obligaciju emisijas, tadejadi kapitalize-
jot ieguvumu no vésturiski zemo pro-
centu likmju limeniem, ko pamata vei-
cinaja Eiropas un ASV centralo banku
veiktas monetaras politikas interven-
ces ekonomikas izaugsmes veicinasa-
nai un Latvijas kreditriska uzcenojuma
zemie [imeni.

P&dé&jos gados, péc iestasanas Eirozo-
na, euro kapitala tirgus kluva vél pie-
ejamaks un finansiali izdevigaks. Ko-
puma valsts emitétas obligacijas euro
valita ir péc apjoma ar lielako Tpatsva-
ru kop€ja centralas valdibas aiznému-
mu portfell.
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2016. gada aiznemsanas apjoms

(1,3 mljrd. EUR) starptautiskajos fi-
nansu tirgos tika sadalits divas dalas
ar mérki diversificét riskus, kas bija
saistiti ar politiski ekonomiskajiem no-
tikumiem ES, ka, pieméram, Lielbrita-
nijas 2016.gada 23. jlnija organizetais
referendums par izstaSsanos no ES.
2016. gada 10. maija Latvija starptau-
tiskajos finansu tirgos izcenoja obliga-
cijas ar uz to bridi garako terminu - 20
gadu - 650 milj. EUR apmeéra ar fikseto
procentu (kupona) likmi 1,375 % gada
(ienesigums 1,514 %). Gan sasnieg-
tais likmju limenis, gan pieprasijums
péc Sada obligaciju termina apliecinaja
starptautisko investoru augsto novér-

Latvijas EUR un USD obligaciju ienesigums
Latvia EUR and USD bond yield (Mid YTM, %)
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DEVELOPMENTS IN THE INTER-
NATIONAL FINANCIAL MARKET:
TWO BENCHMARK BOND ISSUES

In 2016, Latvia strengthened its posi-
tion on international financial markets
as a regular euro-area issuer through
two benchmark-size long-term bond is-
sues, capitalising gains from historically
low interest rate levels, mainly sup-
ported by monetary policy interven-
tions by European and US central bank
to boost economic growth, and Latvia's

low credit spread levels.

In recent years, after joining of the
Eurozone, the euro capital market
became even more accessible and fi-
nancially more favourable. Overall, the
euro bonds issued are with the largest
share of the total loan portfolio of the
central government.

To diversify risks associated with po-
litical and economic developments in
the EU, such as the UK referendum
on leaving the EU held on 23 June

2016, the borrowing amount on in-
ternational financial markets in 2016
(EUR 1.3 billion) were split into two
parts. On 10 May 2016, Latvia issued
on the international financial markets
its so far longest maturity - 20-year -
bonds in the amount of EUR 650 million,
with a fixed interest (coupon) rate of
1.375% per year (yield 1.514%). Both
the rate level achieved and the demand
for such bond maturity demonstrated
the high rating of Latvia’s creditwor-
thiness by international investors. The
bond demand exceeded supply by 3



téjumu Latvijas ilgtermina kreditspé€jai.
Pieprasijuma parsniegums par obligaci-
ju piedavajumu sasniedza 3 reizes, un
interesi galvenokart izradija investori,
kas tradicionali iegadajas augstas kvali-
tates vértspapirus.

Ari 2016.gada otraja pusé turpina-
ja pastiprinaties jau pastavosas tirgus
tendences - kopé&ja euro bazes likmju
samazinasanas un valstu kreditriska
uzcenojumu samazinajums, kas tika
veiksmigi izmantots, organiz&jot Si
gada otro obligaciju emisiju. Emisijas
laika izvéle lava izvairities no likmju un
kreditriska uzcenojuma svarstiguma,
ko finansu tirgos radija ASV prezidenta
vElésanu rezultati.

2016. gada 30. septembri - tika izce-
notas jaunas 10 gadu EUR obligacijas
650 milj. EUR apjoma, ka rezultata
piesaistita atlikusi dala no gada finan-
séSanas nepiecieSamibas. Obligacijas
tika emitéetas ar fikséto ienakumu (ku-
pona) likmi 0,375% gada (ienesigums
0,456%), kas bija veésturiski zema-
ka procentu likme 10 gadu terminam
starptautiskajos finansu tirgos piesaisti-
tiem resursiem. Investoru pieprasijums
péc Latvijas 10 gadu EUR obligacijam
parsniedza piedavajumu 2,6 reizes,
kas bija virs ES valstu vidéja raditaja
2016. gada.

Péc investoru institucionala sadalijuma
lielako dalu no Latvijas obligaciju pirce-

jiem 2016. gada bija aktivu parvalditaji.
Atskiriba no maija veiktas 20 gadu emi-
sijas, septembra 10 gadu emisija, bija
novérojams mazaks aktivu parvaldita-
ju un apdrosinasanas fondu ipatsvars,
kas ir skaidrojams ar to tradicionalo
interesi izvietot finanséjumu ilgtermina
obligacijas, kamér 10 gadu obligacijas
proporcionali lielaka interese tika nove-
rota no citu valstu centralajam bankam,
bankam un starptautiskajam finansu
institdcijam.

P&c geografiska izvietojuma lielaka dala
investoru bija no Vacijas, Austrijas,
Lielbritanijas un Skandinavijas valstim.

2016. gada emitéto eiroobligaciju investoru sadalijums péc Jeografiska izvietojuma
Allocation of Eurobond issue in 2016 by geographical regions
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2016. gada emitéto eiroobligaciju investoru sadalijums péc investoru tipa
Allocation of Eurobond issue in 2016 by investor type
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times, and mainly attracted investors
who traditionally purchase high quality
securities.

Also in the second half of 2016 con-
tinued to intensify the already exist-
ing market trends - the general euro
base rate and country credit spread
decrease was successfully used for
the second bond issue this year. Issue
timing allowed to avoid base rate and
credit spread volatility in the financial
markets caused by the USA presiden-
tial election results.

In the second half of 2016, on

Septembris (10 gadu emisija)/ September (10 years)

30 September, the remaining part of
the funding requirement was raised
through a new 10-year bond issue of
EUR 650 million. The bonds were is-
sued with a fixed interest (coupon) rate
of 0.375% per year (yield 0.456%),
locking in the historically lowest 10-
year interest rate for funds raised on
international financial markets. The de-
mand for Latvia’s 10-year Eurobonds,
which was above the EU average in
2016, exceeded the supply 2.6 times.

By institutional distribution of investors,
the majority of Latvian bond buyers in
2016 were asset managers. In con-

Citi / Other

Il Liclbritanija, Irija / UK, Ireland
W vacija, Austrija / Germany, Austria
Skandinavijas valstis / Scandinavia
B Francija / France
- Beniluksa valstis / Benelux
Sveice / Switzerland
Latvija / Latvia
Bl Asv/ UsA
Citas Eiropas valstis / Other Europe

Azija un citas valstis / Asia and other countries

- Aktivu parvalditaji / Fund managers

B Centralas bankas / Central banks

- Bankas, Privatas bankas / Banks, Private banks
Starptautiskas institticijas / International institutions

- Apdrosinasnas un pensiju fondi/ Insurance companies
and Pension funds

Augsta riska aktivu parvalditaji / Hedge fonds

Avots: Valsts kase
Source: the Treasury

trast to the 20-year bond issue in May,
a lower proportion of asset managers
and insurance funds was observed in
the 10-year bond issue in September,
which can be explained by their tradi-
tional interest in placing funds in long-
term bonds, while a proportionately
greater interest in 10-year bonds was
observed from foreign central banks,
banks and financial institutions.

By geographical location, most in-
vestors were from Germany, Austria,
Great Britain and Scandinavian coun-
tries.
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AKTUALITATES IEKSEJA
FINANSU TIRGU: VERTSPAPIRU
LIKMES SASNIEDZ VESTURISKI
ZEMAKOS LIMENUS

2016. gada Valsts kase turpinaja or-
ganizét regularas valsts vértspapiru
izsoles. Lidzigi ka iepriekSéjos gados
paradzimju izsoles tika rikotas, lai par-
finansétu iek$€jo 1stermina paradu un
nodrosinatu relativi I&tus likviditates
resursus. 2016. gada janvari valsts
iekS&ja aiznémuma tirgl tika ieviests

Valsts vértspapiru konkuréjosas izsolés

jauns veértspapiru veids - 3 ned€ju
(21 dienas) valsts paradzimes, kas
dod iespé&ju pielagot likviditates vadi-
bas pasdkumus valsts budzeta izpildes
ciklam ménesa ietvaros. Sada termina
paradzimes péc nepiecieSamibas tiek
emitétas ménesa beigas ar dzésanu
péc 21 dienas.

Lai nodrosinatu resursus valsts budze-
ta pamata finansésanai, 2016. gada
tika uzsaktas divas jaunas obligaciju
programmas - 3 gadu obligacijas ar
dzésanas terminu 2019. gada feb-

noteiktas vidéjas svértas procentu likmes

Average weightes interest rates at the competitive

auctions of government domestic securities

%

ruari un 5 gadu obligacijas ar dzésa-
nas terminu 2022. gada janvar. So
obligaciju apgroziba esosais apjoms
2016. gada beigas sasniedza attiecigi
206,8 milj. EUR un 36,2 milj. EUR. Ko-
p€jais neto emisiju apjoms 2016. gada
bija negativs jeb - 55,48 milj. EUR.

2016. gada izsolés likmes sasniedza
jaunus veésturiski zemakos Iimenus.
Negativas likmes sakotnéja izvietoSa-
na tika noteiktas ne tikai paradziméem,
bet pirmo reizi ari 3 gadu obligacijam.
Likmju samazinajums skaidrojams ar

Latvijas valsts paradzimju pelnas likmes un
attiecigas EURIBOR likmes

Latvian government T-bills interest rates and
respective EURIBOR rates
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*Kop$ 2016.gada - 12 ménesu paradzimju papildu laidiens ar atlikuSo terminu no 4,5 lidz 9 ménesiem/ Since 2016 6m T-Bills benchmarks are tap issues of original 12m T-Bills in maturity brackets

from 4.5 to 9 months

**Kop$ 2015.gada - 12 ménesSu paradzimju papildu laidiens ar atlikuSo terminu no 2 lidz 4,5 ménesiem/ Since 2015 3m T-Bills benchmarks are tap issues of original 12m T-Bills in maturity brackets

from 2 to 4.5 months

DEVELOPMENTS IN THE DOMES-
TIC FINANCIAL MARKET: INTE-
REST RATES REACH LOWEST
LEVELS IN THE HISTORY

In 2016, the Treasury continued to or-
ganise regular auctions of government
securities. As in previous years, T-bill
auctions were held with a view to re-
financing domestic short-term debt
and ensuring relatively cheap liquidi-
ty resources. In January 2016, a new
type of securities, 3-week (21-days)
treasury bills, was introduced in the
T-bills market, allowing for the month-

ly adjustment of liquidity management
measures to the execution cycle of
the state budget. Where appropriate,
T-bills with such maturities are issued
at the end of the month and redeemed
after 21 days.

Two new bond programmes were
launched in 2016 to provide resources
for basic funding of the state budget:
3-year bonds maturing in Febru-
ary 2019, and 5-year bonds maturing
in January 2022. At the end of 2016,
the outstanding amount of those
bills reached EUR 206.8 million and
EUR 36.2 million respectively. Total

Avots: Bloomberg, Valsts kase
Source: Bloomberg, The Treasury

net issuance in 2016 was negative or
minus EUR 55.48 million.

In 2016, auction rates reached new
historically low levels. Negative rates
at primary auctions were set not only
for T-bills, but for the first time also
for 3-year bonds. The decrease in rates
is explained by common development
trends of EUR rates, the high liquidity
of Latvian credit institutions, and high
demand at auctions.

The EUR money market rates also con-
tinued to decline, enabling the Treasury
to raise cheap short-term resources
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kop€&jam EUR likmju attistibas tenden-
cém, Latvijas kreditiestazu augsto lik-
viditati un augsto pieprasijumu izsol€és.

Ari EUR naudas tirgt likmes turpinaja
samazinaties, 2016. gada nodrosinot
Valsts kasei iesp€ju likviditates vaja-
dzibam piesaistit I€tus istermina resur-
sus. Visas paradzimes 2016. gada bija
emitétas ar negativam likmém.

Kopuma sakotné&ja tirgu 2016. gada
Valsts kase pardeva vértspapirus
598,2 milj. EUR apméra, taja skaita
457,8 milj. EUR konkuré&josas daudz-
cenu izsolés. Augsta konkurence un
aktiva PD daliba izsolés nodrosinaja

labu pieprasijumu péc Latvijas valsts
vEértspapiriem. Kopé&jais pieprasijums
konkuréjosas daudzcenu izsolés vid&ji
4,3 reizes parsniedza piedavajumu un
bija 1 970,91 milj. EUR.

2016. gada beigas valsts iek$éja para-
da butiskako dalu veidoja ieks€ja aiz-
némuma vértspapiri 1,061 mljrd. EUR
apmeéra, no kuriem lielakais patsvars
bija 3 un 5 gadu obligacijam (attieci-
gi 41% un 43%) un kas atbilst Valsts
kases pédeéjo gadu piedavajumam iz-
solés. Savukart péc atlikusa termina
apgroziba ir parsvara 1-3 gadu valsts
vértspapiri.

Latvijas valsts vértspapirus pamata
iegadajas ieksgja finansu tirgus dalib-
nieki (kreditiestades un institucionalie
investori). 2016. gada beigas Latvi-
jas kreditiestazu ieguldijumi Latvijas
iekséja aiznémuma veértspapiros bija
423,9 milj. EUR jeb 40 % no kopé&jiem
apgroziba esoSajiem valsts iekséja
aiznémuma vértspapiriem (par 0,9 %
mazak neka 2015. gada beigas). Sa-
vukart citu rezidentu investicijas bija
548 milj. EUR jeb 51,6 % no kopé-
jiem apgroziba esoSajiem valsts iek-
$€ja aiznémuma vértspapiriem (par

Valsts vértspapiru sakotnéjas tirdzniecibas aktivitate konkuréjosas daudzcenu izsolés 2016. gada
Trading activity in the primary market for government securities’ in the competitive multi-price auctions in 2016 5
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for liquidity needs in 2016. In 2016, all
T-bills were issued at negative rates.

In 2016, the Treasury sold on
the primary market securities
worth EUR 598.2 million, includ-
ing EUR 457.8 million in competitive
multi-price auctions. The extensive
competition and active participation
of PD in auctions ensured good de-
mand for Latvian government se-
curities. The overall demand in
competitive multi-price auctions at
EUR 1,970.91 million was 4.3 times
higher than supply.

As of December 31 of 2016, the larg-
est share of domestic government debt
was constituted by domestic debt se-
curities worth EUR 1.061 billion, the
largest share of which was 3- and
5-year bonds (41% and 43% respec-
tively), corresponding to the Treasury’s
offer in auctions in recent years. By
breakdown by residual maturity, the
majority of securities outstanding were
1- to 3-year government securities.

Latvian government securities were
mainly purchased by domestic financial
market participants (credit institutions

3-9/3-y

5-9/5-y
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% 3-g/3-y

= 3-g/3-y
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== Pieddvajuma seguma proporcija (pa labi)/ Bid-to-cover Ratio (on the right)

Avots: Valsts kase
Source: the Treasury

and institutional investors). At the end
of 2016, investments of Latvian credit
institutions in domestic debt securities
amounted to EUR 423.9 million or 40%
of the total amount of domestic debt
securities outstanding (0.9% less than
at the end of 2015).The investments
of other residents, in turn, amounted
to EUR 548 million or 51.6% of the to-
tal amount of domestic debt securities
outstanding (0.3% less than at the end
of 2015). A small share of government
securities — EUR 88.8 million or 8.4%
of the total amount of government
securities on the secondary market -
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0,3 % mazak neka 2015. gada bei-
gas). Nelielo dalu - 88,8 milj. EUR jeb
8,4 % no kop€ja valsts vértspapiru
apjoma otrreizéja tirgd - veidoja ne-
rezidentu ieguldijumi (salidzinajuma ar
2015. gadu - pieaugums par 1,2%).

Analiz€jot Latvijas iek$&ja aizpému-
ma Vértspapiru Tpasnieku struktidru,
2016. gada beigas lielako investoru
dalu veidoja kreditiestades (44,8%)
un pensiju fondi (26,3%). Centrala
valdiba un Latvijas Centrala banka bija
iegadajusies 17,1% no visiem ieksS&ja
aiznémuma vértspapiriem. ApdrosSina-

Sanas sabiedribu, nefinansu sabiedribu
un majsaimniecibu Tpasuma bija ne
vairak ka 4% apgroziba esoso obligaci-
ju. Sads sadalijums dalgji skaidrojams
ar vésturiski zemajiem procentu likm-
ju Iimeniem, kas padara ieguldijumus
valsts parada vértspapiros finansiali
mazak izdevigus salidzinosi nelielu ie-
guldijumu gadijumos, nemot véra ari
ar So vértspapiru iegadi saistitas admi-
nistrativas izmaksas.

Kops 2013. gada PD nodrosina valsts
vértspapiru tirgus uzturétaja pienaku-
mus otrreizéja tirgld. Neskatoties uz

to, ka neto emisiju apjoms 2016. gada
bija negativs (- 55,48 milj. EUR), PD
kopé&jais apgrozijums otrreizéja tirga
uzradija nelielu pieaugumu 1,7% ap-
méra. Tapat var minét Sadas pozitivas
tendences:

- turpinaja samazinaties starpi-
ba starp pirkSanas un pardosanas
(BID/ASK) cenam otrreizéja tirga;

- palielinajas kotaciju lotes apmers
Latvijas valsts vértspapiriem (ipasi
pardosanas pusé).

Valsts iek$&ja aiznémuma vértspapiri apgroziba 2016. gada beigas (milj. EUR; % no kopsummas)
Government domestic securities outstanding at the end of 2016 (million EUR; % of total)

P&c sakotné&ja termina /
by original maturity
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were investments by non-residents (an
increase by 1.2% compared to 2015).

When analysing the ownership struc-
ture of Latvian domestic debt securi-
ties, the main investors at the end of
2016 were credit institutions (44.8%)
and pension funds (26.3%), the cen-
tral government and the Central Bank
of Latvia (17.1%), insurance compa-
nies, non-financial corporations and
households owned no more than 4%
of the outstanding bonds. Such distri-
bution is partly due to the historical-
ly low levels of interest rates, which

101 \
41% ‘
428 19%
200
43%
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I 3 9gadu/ 3 year
Il 5 0adu/ 5 year
I 10 gadu/ 10 year
B 11 gadu/ 11 year

9%

make investments in government debt
securities financially less profitable in
cases of relatively small investments,
also having regard to the administra-
tive costs related to the acquisition of
these securities.

Since 2013, market maker obliga-
tions on the secondary market are
performed by PDs. Despite the nega-
tive net issuance (EUR- 55.48 million)
in 2016, the total PD turnover on the
secondary market showed a slight in-
crease of 1.7%. The positive trends
also include the following:

P&c atlikusa termina /
by remaining maturity

4%
43

<1 ménesi/ <1 month
1-3 gadi/ 1-3 years
3-5 gadi/ 3-5 years
5-7 gadi/ 5-7 years

Avots: Valsts kase
Source: the Treasury

— the BID/ASK spread continued to
decrease in the secondary market;

— the ticket size for Latvian govern-
ment securities (especially on the
ASK side) increased.

&



I
T— 1 PR e )
o — I—I A 4
22 23
KRAJOBLIGACIIU EMISIJAS zinasanas par ieguldijumiem parada decembra beigds apgrozibd eso-
2016. GADA Vertspapiros; So krajobligaciju apjoms parsniedza
5,1 milj. EUR. B
2016. gada turpinajas 2013. gada uzsak- - iedzivotajiem dot iesp&ju iesaisti- krajobligaciju un 12 ménesu izstavosais BEZPROCENTU OBLIGACIJAS Sam mérkim noteiktus bezprocentu
ta, uz fiziskam personam orientéta finansu ties aktualu un sabiedriski nozimi- 2016. gada laika visu terminu krajob- apjoms kopa ir tikai 200 EUR). Valsts valsts vértspapirus par nominalvérti-
instrumenta - krajobligaciju - izplatiSana. gu valsts funkciju finanséSana un ligacijam piemérojamas fikséta ienaku- kases izvéléta pieeja piedavat vaira- 2016. gada Valsts kase turpinaja no- bu 250 000 EUR. 2016. gada notika
Valsts kase turpina izplatit krajobligacijas veicinat iedzivotaju uzticibu finansu ma likmes pazeminajas, sekojot valsts ku terminu krajobligacijas vienlaicigi drosinat 2015. gada uzsakto bez- astonpadsmit bezprocentu obligaciju
ar meérki: tirgum kopuma. iekS&ja aiznémuma valsts vértspapiru tir- ir bijusi piemérota mainigiem tirgus procentu obligaciju emisijas. Sadu emisijas, un 2016. gada beigas emité-
gus likmém un visparéjam tendencém apstakliem, jo saglabaja izvéles iespé- vértspapiru emisiju paredz Imigraci- to bezprocentu obligaciju kopé€jais ap-
- privatpersonam nodroSinat értu un dro- Lai sasniegtu péc iesp&jas plasa- finansu tirgos. To apstiprina apgroziba jas iegulditajiem attieciba uz terminu jas likuma 23. panta pirmas dalas 31. joms bija 6 milj. EUR.
Su brivo lidzek|u ieguldisanas iesp&ju; ku iedzivotaju loku, krajobligaciju esoso krajobligaciju terminu struktlra un ienesigumu. Tapat ka iepriek$&jos punkts, kura noteikts, ka arzemnieks
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SAVINGS BONDS ISSUES IN 2016

The offering of the financial instrument
directed towards private persons — saving
bonds - which was started in 2013, also
continued in 2016. The Treasury proceeds
with the offering of savings bonds aimed
at:

- providing private persons with a con-
venient and safe opportunity to invest
their free resources;

— increasing public awareness and knowl-
edge of investments in debt securities;

— providing residents with the possi-

Households and household servicing foundations

bility to participate in the financing
of current and socially significant
state functions, as well as increas-
ing their confidence in the financial
market in general.

In order to reach as many residents
as possible, the savings bonds
are being sold on the website
www.krajobligacijas.lv. and at post
service points of the public state joint
stock company Latvijas Pasts. At the
end of December 2016, the total
amount of savings bonds exceeded
EUR 5.1 million.

Avots: LB
Source: BoL

In 2016, following the rates of the
domestic government debt securities
market and the general trends of the
financial markets, the fixed income
rates applicable to savings bonds of
all maturities decreased. This is con-
firmed by the small amount of short-
term savings bonds (with maturity
up to one year inclusive) observed in
the maturity structure of the savings
bonds outstanding (the total amount of
6-month and 12-month savings bonds
outstanding is only EUR 200). The ap-
proach selected by the Treasury to of-
fer savings bonds of several maturities
simultaneously was appropriate for the

changing market conditions, as it re-
tained the available options for inves-
tors in relation to maturity and interest
rate. As in previous years, in 2016 the
10-year savings bonds retained the
largest outstanding amount.

INTEREST-FREE BONDS

In 2016, the Treasury continued the
issue of interest-free bonds started
in 2015. The issue of such securities
is provided for by Section 23, Para-
graph one, Clause 31 of the Immi-
gration Law, which specifies that a
foreignermay require a residence
permit in the Republic of Latvia for
a period not exceeding five years if
he or she purchases interest-free
government securities for a specif-
ic purpose for a nominal amount of
EUR 250,000. Eighteen interest-free
bond issues took place in 2016,
and at the end of the year the total

amount of interest-free bonds issued
amounted to EUR 6 million.


http://www.krajobligacijas.lv
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