FINANCING OF THE CENTRAL GOVERNMENT IN JUNE 2021

1. Government debt data

The debt of the central government increased by HUF 731.0 billion in June due to the
following reasons:

— The first factor is the net forint issuance of HUF 1,427.3 billion, which finances the
deficit of the central government budget.

— The second — increasing — factor is the change of the foreign currency exchange
rates and other factors that increased the mark-to-market deposits placed at GDMA
by HUF 10.7 billion.

— The third — which had contrary effect than the above mentioned factors —
is the net foreign currency redemption of HUF 459.6 billion, which decreased the
debt of the central government.

— The fourth — also decreasing — factor is the appreciation of the forint that
decreased the HUF value of the foreign currency debt by HUF 247.4 billion.

According to the preliminary data the domestic and foreign currency debt of the
central government was the following in 2021.

Central government gross debt and debt transactions in 2021

Issuance | Redemption Other
31.12.2020 (increase in | (decrease in changes Net change 30.06.2021 change
debt) debt)
Debt stock Debt stock
(preliminary | Breakdown I-VL. month (preliminary | Breakdown| percent
data) data)
1. HUF denominated debt 29,237.266 79.7%| 4,999.805| 3,572.461 -0.001 1,427.342 30,664.608 82.0% 2.26%
1.1. Loans 1,161.614 3.2% 0.000 4.784 0.000 -4.784 1,156.830 3.1% -0.07%
1.1.1. Foreign 1,161.614; 3.2% 0.000! 4.784 0.000] -4.784) 1,156.830] 3.1% -0.07%
1.1.2. Domestic 0.000 0.0% 0.000! 0.000 0.000] 0.000) 0.000 0.0% 0.00%
1.2. Government securities 28,075.652 76.5% 4,999.805 3,567.677 -0.001 1,432.126) 29,507.778 78.9% 2.33%
1.2.1. Public issues 28,036.474 76.4% 4,999.805 3,567.677 -0.001 1432.126] 29,468.600 78.8% 2.33%
1.2.1.1. Bonds 18,206.614 49.6%| 2,669.425| 1,591.082 0.000 1078.343 19,284.957 51.5% 1.91%
1.2.1.2. Discount T-bills 658.167 1.8% 575.333 668.271 0.000 -92.938 565.229 1.5% -0.28%
1.2.1.3. Retail securities 9,171.693 25.0%| 1,755.047( 1,308.325 -0.001 446.721 9,618.414 25.7% 0.71%
1.2.2. Private placements (bonds) 39.178 0.1% 0.000! 0.000 0.000] 0.000) 39.178 0.1% 0.00%
2. Foreign currency denominated debt 7,318.230 19.9% 157.252 616.889 -247.423 -707.060 6,611.171 17.7% -2.28%
2.1. Loans 1,291.084 3.5% 142.968 58.267 -47.464 37.237 1,328.321 3.6% 0.03%
2.1.1. Foreign 1,291.084 3.5% 142.968 58.267 -47.464 37.237 1328.321 3.6% 0.03%
2.1.2. Domestic 0.000 0.0% 0.000 0.000 0.000 0.000 0.000 0.0% 0.00%
2.2. Government securities 6,027.146 16.4% 14.284 558.621 -199.959 -744.296 5,282.850 14.1% -2.31%
2.2.1. Issued abroad 5,481.262 14.9% 0.000! 527.690, -180.247 -707.937, 4,773.325 12.8% -2.18%
2.2.2.Issued in Hungary 545.885 1.5% 14.284 30.932 -19.712 -36.359) 509.526 1.4% -0.13%
Total 36,555.496 99.6% 5,157.057 4,189.350 -247.424 720.283 37,275.779 99.6% -0.02%
Other debt 128.840 0.4% 152.089 136.952 -4.469] 10.667| 139.507 0.4% 0.02%
Total central government debt 36,684.336 100.0% 5,309.146( 4,326.302 -251.894 730.950 37,415.286 100.0% 0.00%




The foreign currency debt of the central government decreased by HUF 707.1 billion
in 2021 and amounted to HUF 6,611.2 billion at the end of June 2021. The share of foreign
currency denominated debt within the total debt decreased from 19.9% to 17.7% in 2021.

The forint denominated debt increased by HUF 1,427.3 billion to HUF 30,664.6 billion.
The share of HUF-denominated debt reached 82.0% of the total debt, while in December
2020 this proportion was 79.7%.

The stock of retail securities increased by HUF 446.7 billion from the end of 2020 to HUF
9,618.4 billion at the end of June.

The stock of the Hungarian Government Securities Plus (dematerialised and printed)
increased by HUF 554.8 billion this year and amounted to HUF 5,776.1 billion at the end of
June. The portfolio of Premium Hungarian Government Securities with a maturity of more
than one year increased by HUF 48.3 billion due to the sales and the repurchases from
dealers, thus amounted to HUF 2,358.3 billion. The stock of the 1-year Government Securities
decreased by HUF 75.1 billion to HUF 1,013.3 billion at the end of June.

The volume of non-resident holdings of Hungarian government securities decreased by HUF
232.6 billion in June. 99.7% of non-resident holdings was T-bonds, which amounted to HUF
4,246.7 billion. The non-resident holdings of Discount T-Bills amounted to HUF 14.1 billion,
that represented only 0.3% of total non-resident holdings. The duration of the non-resident
stock was 6.1 years at the end of June 2021.

In order to reduce counterparty risk associated with the swap transactions concluded by
GDMA, so-called marked-to-market deposits are being placed as collateral covering the net
value of the swap positions. Such deposits placed at GDMA are counted as part of the
government debt as ‘other obligations’. During the first six months of the year marked-to-
market deposits increased by HUF 10.7 billion and reached HUF 139.5 billion (EUR 0.4
billion) at the end of the month.

2. Forintyields

The average bid-to-cover ratio of Discount T-bill auctions increased from 2.2 to 2.7. The bid-
to-cover ratio of T-bond auctions decreased from 2.8 to 2.3 in June.

The average vyield of the last 3-month Discount Treasury Bill auction in June was 0.57%, 3
basis points lower than in the previous month. The average vyield of the last 12-month
Discount Treasury Bill auction in June was 0.92%, 14 basis points higher compared to May.

The average yield of the last 5-year government bond auction in June was 2.02%, 6 basis
points lower compared to the previous month. The average vyield of the last 10-year
government bond auction was 2.85%, 24 basis points lower compared to May. The average
yield of the last 20-year government bond auction was 3.40%, 23 basis points higher
compared to the last April’s yield.



