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Bonds rally as government favours repurchase of 25s over 23s 
 

▪ The government repurchased 16.6% of the 23s and 54% of the 25s… 
▪ …Maximising fiscal savings and against political opportunism 
▪ President Bukele committed to launching another buyback in November 
▪ Reported government savings could be below actual levels 

 

El Salvador announced yesterday the results of the buyback for the 2023 and 2025 notes. The authorities 

repurchased USD133mn of 23s and USD432.6mn of the 25s, equivalent to 16.6% and 54% of the principal amount 

of each bond, respectively. The total size of the transaction was USD360mn in line with the offer launched on 12 

September. This amount was divided into USD122.7mn for the 23s at 91 cents on the dollar and USD237.3mn for 

the 25s at 54 cents. Participation was low in the case of the 23s, with bids from only 22.4% of bondholders. In 

contrast, 54.1% of 2025 investors tendered their bonds. The government took in all bids for the 25s but only 74.1% 

of the 23s.  

 
The government maximised fiscal savings by deciding to repurchase the entire tendered amount of the 25s. This 

was the right decision from a liability management perspective since it allowed for a more significant reduction of 

outstanding debt. The transaction narrows debt servicing by USD634.4mn until January 2025, while generating 

savings of USD274.4mn after excluding the cost of the operation (USD360mn). The choice reinforces the idea that 

the government could be aiming at regaining market access in 2023, although we see this as unlikely in the 

absence of a major fiscal policy overhaul. It is also true that authorities refrained from behaving opportunistically. 

From a political point of view, it would have been better for Bukele to reduce short-term financing needs by 

favouring the repurchase of the 23s over the 25s. This would have narrowed the probability of a costly default in 

the run-up to the February 2024 presidential ballot, where Bukele will stand for re-election.  

 
Other views considered that buyback intended to benefit investors linked to the crypto world and with strong 

connections with the President, who would have sought to lighten their portfolios of 25s at convenient prices. 

These “conspiracy” theories undoubtedly find support in the opacity surrounding external financing sources and 

the deterioration of governance indicators. Even if uncertainty remains, we think that market valuations are still 

awarding an excessively high probability to a hard default and/or an aggressive restructuring that does not fully 

internalise its costs (see El Salvador Economics and Strategy: Trip Notes: More than Meets the Eye, 19 

September). Nevertheless, while not fully abating, hard default concerns seem to have moderated somewhat 

yesterday, judging from the price rally in the belly and long end of the Salvadoran curve. 

 
Finally, in the wake of the press release, President Nayib Bukele wrote on Twitter that the government will 

launch another buyback for the remainder of the 2023 and 2025 bonds. The repurchase would be at market 

prices and would take place in the second week of November, commanding USD808mn if we consider the total 

amount outstanding of 23s and 25s at current valuations. It is unclear where the funding would come from. 

However, after reviewing BoP statistics for the past few years, we think that there is a non-negligible probability 

that flows underestimate reported government savings. 

 

 
                                        El Salvador Flash Report 

 

https://research.banctrust.com/wp-content/uploads/2022/09/BancTrust-Co.-El-Salvador-FI-Strategy-19SEP22.pdf


 

BancTrust & Co.   22-Sep-22 

 

  
Ramiro Blazquez 
Head of Research & Strategy 
rblazquez@banctrust.com.ar 

Juan Martín Solá 
Senior Economist 
jsola@banctrust.com.ar 

 

DISCLAIMER 

 

This report has been prepared by the research and strategy division of BancTrust & Co. Investment Bank and/or one or more of its Affiliated Companies (hereinafter “BancTrust & Co.”). This 

report is distributed in the United Kingdom and the European Economic Area by BancTrust Investment Bank Limited d/b/a BancTrust & Co. Investment Bank, which is authorised and regulated 

in the United Kingdom by the Financial Conduct Authority (“FCA”) with firm reference number 580379. BancTrust Investment Bank Limited's office address is 107 Cheapside, London EC2V 

6DN, United Kingdom. This report is distributed in Venezuela by BancTrust Securities Casa de Bolsa C.A., which is regulated in the Bolivarian Republic of Venezuela by the Superintendencia 

Nacional de Valores (“SUNAVAL”) and is a member of the Caracas Stock Exchange. This report is distributed in Argentina by Noreste Bursátil Sociedad de Bolsa, S.A. d/b/a BancTrust 

Securities Argentina, which is regulated in the Republic of Argentina by the Comisión Nacional de Valores (“CNV”) and is a member of ByMA and MAE. This report is distributed in the United 

States to major U.S. institutional investors by Marco Polo Securities Inc., a non-affiliated broker-dealer registered with the SEC and FINRA, under SEC Rule 15a-6. This report is otherwise 

distributed by BancTrust International Inc. The issuance and distribution of this report is being made only to, or directed only to, “Professional Clients” and “Eligible Counterparties” as 

defined by the FCA in the FCA Handbook COBS 3.5 and COBS 3.6 respectively. It is not suitable or directed to any other party, nor is it directed to you should you reside in a jurisdiction that 

BancTrust & Co. cannot provide its services to. BancTrust & Co. will not treat unauthorised recipients of this report as its clients and accepts no liability for use by them of the contents which 

may not be suitable for personal use. 

This report is a financial promotion and does not constitute an investment advice. BancTrust & Co. makes no representation or warranty in relation to the accuracy, completeness or reliability 

of information contained in its research. Research is not intended to be an exhaustive statement on the financial instruments, issuers, markets or developments referred to in its research. 

Any opinions expressed in this research are subject to change without notice. The analysis contained in the research is based on numerous assumptions. Different assumptions could result 

in materially different results. Save as otherwise disclosed on this page, or any other financial promotions, BancTrust & Co. is not aware of any relationships or circumstances relating to it, 

its Affiliated Companies, its investment analysis, or its other employees, which could reasonably be expected to impair the objectivity of its research. 

Nothing in this report constitutes a representation that any investment strategy or recommendation contained in the research is suitable or appropriate to a recipient’s individual 

circumstances. Neither the information provided in this report or information on which such reports are based, nor the opinions expressed in any other communications, should be considered 

or construed by any client or prospective client as an offer or invitation or other solicitation or recommendation to enter into or attempt to enter into a transaction to buy or sell a security. 

BancTrust & Co. does not represent or undertake that recipients of its research reports will obtain profits, nor will it share with such recipients any investment profits, nor accept any liability 

for any investment losses or tax consequences that they may suffer. Investments in any financial instruments involve risks, and recipients of the research should exercise prudence in making 

their investment decisions. The research should not be regarded by recipients as a substitute for obtaining investment advice and/or the exercise of their own judgement, and is not to be 

relied upon by recipients. Neither BancTrust & Co. nor any of its Affiliated Companies, nor any of their members, directors, employees or agents accept any liability for any loss or damage 

arising out of the use of all or any part of the research. 

The investments discussed in this report may fluctuate in price or value. Investors may get back less than they invested. Past performance is not necessarily indicative of future results. 

Foreign currency rates or exchange may adversely affect the value, price or income of any security or related investment mentioned in this research. This report does not contain an exhaustive 

statement of the risks associated with the investments or types of investments referred to in the research. 

Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments. There is no representation that any transaction 

can or could have been effected at those prices. In line with its compliance procedures, BancTrust & Co. undertakes every effort to avoid, mitigate and manage conflicts of interest, both 

between itself and its clients as well as between a client and another client. Disclosure of BancTrust & Co.’s Conflicts of Interest policy can be requested from our compliance department. 

Subject to BancTrust & Co.’s compliance rules and all applicable laws and regulations, the directors and employees of BancTrust & Co. may have long positions in, or may buy and sell any 

of the securities, derivative instruments or other instruments mentioned or described in this report, either as agent or as principal for their own account. However, BancTrust & Co. has a strict 

personal account dealing policy in place, in line with its compliance policies. 

BancTrust & Co. may, to the extent permitted by law, participate or invest in financing transactions with the issuer(s) of the securities referred to in this report, perform services for or solicit 

business from such issuers, and/or have a position of holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In 

addition, it may make markets in the securities mentioned in the material presented in its research. BancTrust & Co. may have, within the last three years, served as financial advisor or 

placement agent of a private or public offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report or may be providing, or 

have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned or a related investment. 

In the production of its research, BancTrust & Co. makes numerous calculations based on various assumptions, including a diverse range of valuation methodologies including, inter alia, 

analysis of earnings multiples, discounted cash flow and sum-of-the-past calculations as well as net asset value assessments, which when adjusted could result in materially different 

outcomes. The authors of our investment research and research analysts are not compensated for any investment banking transactions undertaken by BancTrust & Co. and/or its Affiliated 

Companies. 

BancTrust & Co. issues the following recommendation rating over a three-month period: 

OVERWEIGHT: Spreads and/or excess returns are expected to overperform the benchmark market index. 

NEUTRAL: Spreads and/or excess returns are expected to post a similar performance relative to the benchmark market index. 

UNDERWEIGHT: Spreads and/or excess returns are expected to disappoint relative to the benchmark market index.  

BancTrust & Co. targets the J.P. Morgan Emerging Market Bond Index (EMBI) Global Total Return as its benchmark index (Bloomberg ticker JPEIGLBL Index). The J.P. Morgan EMBI Global 

Index is a more comprehensive version of the EMBI+ Index, as it selects countries based on the World Bank’s per capita income brackets and the country’s debt-restructuring history. 

BancTrust & Co. targets the J.P. Morgan Corporate Emerging Market Bond Index Broad Diversified (CEMBI) Total Return as its benchmark index (Bloomberg ticker JBCDCOMP Index). By 

covering a larger universe of EM corporate bonds that includes smaller and shorter-dated notes, it provides wide issuer coverage and risk diversification. 

This report is distributed on a confidential basis. Neither the report, nor its content, nor any copy of it , may be altered in any way, transmitted to, copied or distributed to any other party, 

without the prior express written permission of BancTrust & Co. (except to the recipient’s advisers, who must be informed of its confidentiality) and the recipient and its advisers must keep 

it confidential. If this report is distributed by a financial institution other than BancTrust & Co. or its affiliates, that financial institution is solely responsible for distribution. Clients of that 

institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. 

For more information please visit http://www.banctrust.com 

http://www.banctrust.com/

