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CZGB Auction Alert 
MinFin expects a similar deficit next year 

 
Issuance activity: MinFin is scheduled to auction CZK5bn in a two-year bond, CZK5bn in 

a seven-year bond and CZK4.0bn in an 11-year bond tomorrow. The 2y bond will be 

introduced for the first time to meet historically record-breaking demand for short-term bonds. 

Due to the limits of current issues and high financing needs this year, MinFin will introduce its 

fourth issue this year, and we believe others will follow. The 7y bond will be reopened for the 

fourth time this year with historically high demand. On the other hand, the issuance limit is 

reached, thus this may be the last auction. The 11y bond is one of the newly introduced issues, 

and it is likely MinFin will try to sell most of this bond. Year-to-date, according to our 

calculations, MinFin has secured almost 76% of the CZK410.3bn needed this year, 

assuming a deficit of CZK200bn. It is clear MinFin wants to take advantage of the current high 

demand and favourable market conditions to secure reserves to finance a record-high state 

budget deficit. Moreover, MinFin expects next year’s state budget deficit to be similar to this 

year. Thus, financing needs will be high even next year. For the time being, the maturity calendar 

sees more than CZK200bn, which is already 10% yoy more. 

Bonds offered in the April 15 auction     

ISIN Coupon Maturity Indicated volume Mod. duration Indicative price, KB IB 

CZ0001005946 0.10% 17.04.2022 max CZK5.0bn  98.00 – 98.50 

CZ0001005037 0.25% 10.02.2027 max CZK5.0bn 6.7 92.50 – 94.00 

CZ0001005888 1.20% 13.03.2031 max CZK4.0bn 10.1 96.75 – 98.25 

Source: Finance Ministry, Economic & Strategy Research, Komerční banka 

Market situation: Over the past week, the IRS curve has shifted slightly higher and the whole 

curve remains at the steepest level since the end of 2018 with a depressed short end by an 

aggressive pricing of rate cuts. However, the yield curve follows this movement, resulting in 

slight ASW tightening. 

Rates outlook: The CNB cut its key repo rate by a further 75bp at last monetary policy meeting. 

A poorer growth outlook for the Czech economy due to COVID-19 remains the main reason for 

the loose monetary policy. We forecast another rate cut of 50bp in the event of more severe 

economic impacts, almost in line with market expectations (see https://bit.ly/2Rohzvk).  

Yields of the bonds on tap   ASW of the bonds on tap 

     

 

 

 
Source: Bloomberg, Economic & Strategy Research, Komerční banka  Source: Bloomberg, Economic & Strategy Research, Komerční banka 
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Macroeconomic forecast overview 

 2Q20 3Q20 4Q20 1Q21  2019 2020 2021 2022 2023

GDP (%, yoy) -11.0 -8.0 -0.7 8.9 2.5 -6.5 9.7 2.6 3.1

Inflation (%, yoy) 3.9 3.6 1.9 1.1 2.8 3.4 1.4 2.0 2.1

Fiscal balance (% GDP)     0.3 -4.0 -1.8 -1.0 -0.5

Public debt (% GDP)     31.3 36.1 34.2 33.9 32.5

EUR/CZK 26.8 26.6 26.5 26.4 25.7 26.4 25.8 24.6 24.0

USD/CZK 23.9 23.3 22.8 22.4 22.9 23.4 21.3 19.4 18.2

3M PRIBOR 0.70 0.70 0.70 0.70 2.12 0.83 1.10 1.40 2.40

10Y CZGB Yield 1.55 1.55 1.70 1.75 1.65 1.70 2.55 3.40 3.40

Source: Economic & Strategy Research, Komerční banka, as of 7/4/2020 

Sovereign ratings overview 

 Local currency Outlook Foreign currency Outlook Next rating review 

S&P AA STABLE AA- STABLE 01.05.2020 

Moody's Aa3 STABLE Aa3 STABLE 07.08.2020 

Fitch AA- STABLE AA- STABLE 24.07.2020 

Source: Bloomberg, Economic & Strategy Research, Komerční banka 

Issuance calendar for April 2020 

Date ISIN Coupon Maturity Indicated volume 

22.04.2020 CZ0001004600 0.45% 25.10.2023 max CZK4.0bn 

22.04.2020 CZ0001005870 1.25% 14.02.2025 max CZK4.0bn 

22.04.2020 CZ0001005920 x.xx% 24.04.2040 max CZK2.0bn 

Source: Finance Ministry, Economic & Strategy Research, Komerční banka 

MinFin extends maturity of newly issued bonds (years)  Demand remains strong 

     

 

 

 

Source: Bloomberg, Economic & Strategy Research, Komerční banka  Source: Bloomberg, Economic & Strategy Research, Komerční banka 

Quarterly CZGB issuance on primary market (CZKbn)  Maturity of bonds and interest in the next 12 months (CZKbn) 

     

 

 

 

Source: Finance Ministry, Economic & Strategy Research, 2020 is KB forecast  Source: Bloomberg, Economic & Strategy Research, Komerční banka 
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Disclaimer 

The information herein is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell any securities. All information and 

opinions have been obtained from or are based on sources believed to be reliable, but their completeness and accuracy are not guaranteed by 

Komerční banka, a.s., even though Komerční banka, a.s. believes them to be fair and not misleading or deceptive. The views of Komerční 

banka, a.s. reflected in this document may change without notice. 

Komerční banka, a.s. and its affiliated companies may from time to time deal in, profit from the trading of, hold or act as market makers of 

securities, or act as advisers, brokers or bankers in relation to securities or derivatives thereof emitted by  persons, firms or entities mentioned 

in this document.  

Employees of Komerční banka, a.s. and its affiliated companies, or individuals connected to them may from time to time have a position in or 

be holding any of the investments or related derivatives mentioned in this document. The authors of this document are not authorized to acquire 

the investment instruments mentioned in this document. This does not apply to cases when inrormation mentioned in this document represents 

dissemination of an investment recommendation earlier produced by third parties according to Chapter III of regulation (EU) 2016/958. Komerční 

banka, a.s. and its affiliated companies are under no obligation to provide any services to their clients on the basis of this document. 

Komerční banka, a.s. does not accept any liability whatsoever arising from the use of the material or information contained herein beyond what 

is required by law. This research document is primarily intended for professional and qualified investors. Should a private customer obtain a 

copy of this report, they should not base their investment decisions solely on the basis of this document and should seek independent financial 

advice. The investors must make their own informed decisions regarding the appropriateness of their investments because the securities 

discussed in this report may not be suitable for all investors. 

The performance attained by investment instruments in the past may not under any circumstance serve as an guarantee of future performance. 

The estimates of future performance are based on assumptions that may not be realized. Investment instruments and investments are 

connected with different investment risks, the value of any investment can rise and fall and there is no guarantee for the return of the initial 

invested amount. Investment instruments denominated in foreign currencies are also subject to fluctuations caused by changes in exchange 

rates, which can have both positive and negative influences particularly on the prices of the investment instrument and consequently on the 

investment return.  

This publication is issued by Komerční banka, a.s. which is a bank/stockbroker according to the applicable legislation and thus regulated by 

the Czech National Bank. Komerční banka, a.s. applies various measures to prevent conflict of interests in the process of creating this document 

and other investment recommendations, such as the implementation of an appropriate internal separation including information barriers 

between different departments of Komerční banka, a.s. in compliance with the requirements imposed by applicable regulation. The employees 

of Komerční banka, a.s. proceed in accordance with the internal regulations governing conflict of interest. 

The evaluation of employees creating this document is never by any means tied with the volume or profit of the trades with instruments 

mentioned in this document done by Komerční banka, a.s., or the trades of Komerční banka, a.s. with the issuers of such instruments. However, 

the evaluation of the authors of this document is linked to the profits of Komerční banka, a.s. which also partially include the results of trading 

with investment instruments. 

Information mentioned in this document are intended for the public and the document before its publication is not available to persons not 

involved in the creation of this document. As per our practice, the issuers do not receive a copy of research reports prior to their publication. 

Each author of this research report hereby states that (i) the views expressed in the research report accurately reflect his or her personal views 

about any and all of the securities or issuers at stake. 

This document and its contents is not designed for persons with permanent residence or seat in the United States of America and to persons 

who are deemed as “U.S. persons”, as defined in Regulation S under the US Securities Act of 1933, as amended. 

This document is not an investment recommendation according to Regulation (EU) No 596/2014 of the European Parliament and of the Council 

on market abuse and does not constitute investment advisory according to Act no 256/2004 Coll., on Capital market undertakings as amended. 

Please refer to our website http:\\www.trading.kb.cz for more details. 

 


