FINANCING OF THE CENTRAL GOVERNMENT IN NOVEMBER 2019

1. Government debt data

The debt of the central government increased by HUF 1,011.0 billion in January-
November period due to the following reasons:

The first factor is the net forint issuance of HUF 1,344.0 billion executed in the
retail debt market, which finances the annual deficit of the central government
budget and the foreign currency debt maturing this year.

The second factor is the depreciation of the forint, that increased the HUF value
of the foreign currency debt by HUF 262.9 billion.

The third — also 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 55.1 billion.

The fourth — which had contrary effect than the above mentioned factors —
is the net foreign currency redemption of HUF 651.0 billion, which decreased the
debt of the central government.

According to the preliminary data the domestic and foreign currency debt of the
central government was the following in 2019.

Central government gross debt and debt transactions in 2019
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1. HUF denominated debt 22,795.954 79.5%| 11,538.989( 10,195.021 0.000 1343.967 24,139.922 81.3% 1.8%
1.1. Loans 1,167.691 4.1% 54.710 14.279 0.000 40.431 1,208.122 4.1% 0.0%
1.1.1. Foreign 1,167.691 4.1% 54.7101 14.279 0.000 40.431 1,208.122 4.1% 0.0%
1.1.2. Domestic 0.000] 0.0% 0.000 0.000 0.000 0.000) 0.000 0.0% 0.0%
1.2. Government securities 21,628.263 75.4%| 11,484.279| 10,180.742 0.000 1303.537 22,931.800 77.2% 1.8%
1.2.1. Public issues 21,589.085 75.3% 11,484.279 10,180.742 0.000 1303.537, 22,892.622 77.1% 1.8%
1.2.1.1. Bonds 12,836.062 44.7% 3,302.851| 2972016 0.000 330.835 13,166.897 44.3% -0.4%
1.2.1.2. Discount T-bills 1,237.307 43%| 1,734.727| 2,255.155 0.000 -520.428 716.879 2.4% -1.9%
1.2.1.3. Retail securities 7,515.716 26.2%| 6,446.701 | 4,953.571 0.000 1493.130 9,008.846 30.3% 4.1%
1.2.2. Private placements (bonds) 39.178 0.1% 0.000 0.000 0.000 0.000] 39.178 0.1% 0.0%
2. Foreign currency denominated debt 5,724.768 20.0% 94.975 746.020 262.937 -388.108 5,336.660 18.0% -2.0%
2.1. Loans 794.975 2.8% 7.840 39.150 78.295 46.985 841.960 2.8% 0.1%
2.1.1. Foreign 794.975 2.8% 7.840 39.150] 78.295 46.985 841.960 2.8% 0.1%
2.1.2. Domestic 0.000 0.0% 0.000 0.000 0.000 0.000 0.000 0.0% 0.0%
2.2. Government securities 4,929.793 17.2% 87.136 706.870 184.642 -435.093 4,494.700 15.1% -2.0%
2.2.1.Issued abroad 4,246.199 14.8% 0.000 641.043 155.410! -485.633) 3,760.567 12.7% -2.1%
2.2.2.Issued in Hungary 683.594/ 2.4% 87.136! 65.827 29.232 50.540) 734.134 2.5% 0.1%
Total 28,520.723 99.4%| 11,633.964( 10,941.041 262.937 955.859 29,476.582 99.3% -0.2%
Other debt 167.444/ 0.6% 346.602 299.796| 8.312 55.118 222.562 0.7% 0.2%
Total central government debt 28,688.167 100.0%| 11,980.567| 11,240.838 271.249 1010.977 29,699.144 100.0% 0.0%

The foreign currency debt of the central government decreased by HUF 388.1 billion
in 2019 and amounted to HUF 5,336.7 billion at the end of November 2019. The share of
foreign currency denominated debt within the total debt decreased from 20.0% to 18.0% in

2019.




Due to the favorable liquidity situation and in order to reduce the redemption of foreign
exchange debt, AKK repurchased HUF 269.7 billion foreign currency bonds maturing in 2020
and 2021 during this year.

The forint denominated debt increased by HUF 1,344.0 billion to HUF 24,139.9 billion.
The share of HUF-denominated debt reached 81.3% of the total debt, while in December
2018 this proportion was 79.5%.

The stock of retail securities increased by HUF 1,493.1 billion from the end of 2018 to HUF
9,008.8 billion at the end of November. The increase was mainly due to the 5-year retail
government bond introduced on 3 June, its name is Hungarian Government Security Plus. The
Hungarian Government Security Plus in printed form is also available for the public in the
network of Hungarian Post Office from 4 November, which further increases the range of
retail government securities.

The stock of the new Hungarian Government Securities Plus increased to HUF 2,784.7 billion
at the end of November compared to the previous month. The outstanding amount of the
Premium Hungarian Government Securities increased by HUF 72.3 billion by the end of
November and reached HUF 2,648.4 billion. The stock of the 1-year Government Securities
decreased by HUF 847.9 billion to HUF 2,322.0 billion at the end of November.

The volume of non-resident holdings of Hungarian government securities decreased by HUF
222.9 billion in November. 99.5% of non-resident holdings was T-bonds, which amounted to
HUF 4,126.1 billion. The non-resident holdings of Discount T-Bills amounted to HUF 20.1
billion, that represented only 0.5% of total non-resident holdings. The duration of the non-
resident stock was 5.8 years at the end of November 2019.

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 eleven months of the year marked-
to-market deposits increased by HUF 55.1 billion and reached HUF 222.6 billion (EUR 0.7
billion) at the end of the month.

2. Forintyields

The average bid-to-cover ratio of Discount T-bill auctions decreased from 2.4 to 2.2. The
bid-to-cover ratio of T-bond auctions increased from 2.1 to 4.0.

The average yield of the last 3-month Discount Treasury Bill auction in November was -
0.09%, 4 basis points lower than in the previous month. The average yield of the last 12-
month Discount Treasury Bill auction in November was -0.06%, 7 basis points lower
compared to October.

The average vyield of the last 3-year government bond auction in November was 0.35% 5
basis points lower compared to the previous month. The average yield of the last 5-year
government bond auction was 1.09% 12 basis points higher compared to October. The
average yield of the last auction of 10-year government bond was 1.86%, lower by 10 basis
points compared to the last October’s average yield. The average yield of the last 15-year
government bond auction was 2.69% 12 basis points higher compared to the last October’s
auction.



