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Local Economic Conditions

» Following the recent civil unrest in Port Moresby and around the country on the 10th January, and the
responding 14-day State of Emergency, Prime Minister James Marape announced plans for a
K300million assistance package for those business houses impacted by the events. Loss of property,
goods and materials has been estimated to be in the region of Klbillion with a reported loss of 22 lives.
The situation has settled down, but the full social and political implications are yet to be revealed.

« Confirmation of Porgera Mine re-opening on Dec 22" with full production expected by Q3 2024. In
terms of ownership, PNG stakeholders own 51 per cent and this group includes the State via Kumul
Minerals Holdings Ltd, local landowners and Enga provincial government. The other 49 per cent is
owned by Barrick and Zijin.

* The IMF Executive Board completed the first review under the 38-month ECF/EFF arrangements for
Papua New Guinea, providing the country with immediate access to about US$88 million. The Board
noted that program performance has been strong, with all end-June 2023 performance criteria met
and all structural benchmarks implemented.

« At the 17th PNG Resources in Energy Investment Conference in December the Minister for Mining, Sir
Ano Pala, said the extension application for Ok Tedi Mine’s Special Mining lease had been granted on
4th December 2023 for another 20 years starting from 2022.

* In November, the European Union has committed EUR54.7 million (K210 million) to assist Papua New
Guinea achieve sustainable management of its natural resources and transition to a green, carbon
neutral economy.
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Interest Rates and the PGK

Interest Rates

KFR - reduced from 3.00% to 2.50% on 6™ November 2023
Fixed Rate Full Allotment 7-day C-Bill - raised from 2.00% to 2.50% on the same day
KFR and FRFA is now aligned which will have Money Market impacts

On the 8t February 2024 KFR and FRFA dropped from 2.50% to 2.00% in response to the 10th January
riots in attempt by BPNG to help restore confidence in the domestic economy

January saw the yield for the 1 year Treasury bill drop from a high of 3.60% down to 3.30%
The market has not seen a Government Bond Auction since September 2023 in the 2-10 year tenors

PGK

Since the start of October, the PGK’s managed depreciation against the USD has seen it move from
0.2730 to 0.2669

There has been a shift in how BPNG manages this depreciation, going from larger 10-15bps move 1-2
per month, to 1-2bps moves multiple times per month

On the back of a stronger AUD/USD, PGK/AUD sold off from it’s highs in early October of 0.4349 to
0.3896 by the end of December. January saw it recover somewhat back to 0.4080

The gradual depreciation of the PGK/USD is expected to continue, with a base forming around 0.2594
by Q3. Westpac expects the AUD/USD to continue to strengthen throughout 2024, putting further
pressure on PGK/AUD with 0.3700 predicted by year-end.
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PNG Economic Indicators and Forecasts

Economic indicators 2023
(est)

Inflation ADB 5.0%
BPNG 3.0%

IMF 2.7%

Westpac 4.0%

GDP growth ADB 2.0%
BPNG 2.5%

IMF 3.0%

Westpac 2.5%

2024

(forecast)

5.0%
4.5%
4.7%
5.0%
2.6%
5.0%
5.0%

3.5%

ADB forecasts as at Dec 2023; BPNG as at September 2023; IMF as at November 2023; Westpac as at January 2024
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2025
(forecast)

TBC
4.0%
TBC
4.5%
NA
3.7%
3.1%

4.6%

s




Foreign Exchange; the kina depreciation has been gradual

Foreign Exchange Turnover (PGK)
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A gradual managed depreciation to continue
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A gradual managed
depreciation of the kina
minimises uncertainty
associated with currency
volatility.

At the margin a lower kina
should encourage an increase
in FX inflow (exporters) &
dampen the demand for FX
(importers).

We don’t know just how large
the real demand for FX is. It
could be significantly larger
than we expect.

Countering that is potential
for large FX inflows from late
2024 and into 2025 as
project debt is repaid and
new resources projects
commence.
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PNG real economic growth

Resources a big swing factor but domestic demand matters

% mmreported GDP —-extractive GDP —non-extractive GDP % » COVID hit the economy hard
15 leading to a significant

contraction in activity.

15

¢« Coming out of COVID domestic
- 10 activity bounced back while the
resources sector took longer.

- 5 * In 2023 non-resources settled
back to around 372% while
resources disappointed with

- 0 delays in both Papua LNG and
Porgera leading to a contraction
in activity with total growth

- -5 slowing to just 2.5%.

Sources: National Statistical
Office PNG, Bank PNG, ADB,
IMF Macrobond, Westpac * Resources expected to be
Economics 10 delayed again taking forecast
growth out of 2024 & into 2025.
Non-resources also likely to be
-15 -15 hindered by political unrest in

« 2024. As the situation settles
(1‘;0 down this should see a recovery

and stronger growth in 2025.
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Key risks and concerns raised in the 2023 CE0100 survey

FX dominate but security/law & order remained an ongoing issue &
Inflation was a rising concern; both are likely to be higher in 2024.
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m Inflation

B Shortage of expertise/skills

= Foreign exchange

m Security/law and order
Unreliable telecommunications
Unreliable utilities

m Lack of Government capacity
Regulatory uncertainty
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PNG inflation vs. Australian & G7

PNG has its own unique price shocks
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PNG inflation has turned the
corner

CPI inflation was down to
1.4%yr in June, lifting slightly to
2.2% in September but local
factors matter:

 Food & non-alcoholic
beverages elevated at 6%yr.

* Following a surge through 2022
tobacco & betel nut peaked at
14%yr then corrected to be
down -6%yr in March then
surging back to 2%yr in
September

¢ Clothing & footwear (10%yr),
household equipment (8%yr)
and restaurants & hotels (11%yr)
highlight inflationary pressures
on households.

* Inflation held back by housing
(0O%yr), communication (-7%yr),
recreation (1%yr), and
education (-23%).
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PNG FX Forecasts

Foreign Exchange Forecasts

PGK/USD 0.2668 0.2654 0.2624  0.2594 0.2594 0.2594 0.2594 0.2644 0.2694
PGK/AUD 0.4097 0.3961 0.3859 0.3760 0.3706 0.3654 0.3603 0.3672 0.3690
PGK/NZD 0.4388 0.4281 0.4267 0.4184 0.4118 0.4139 0.4121 0.4182 0.4243
PGK/GBP 0.2124 0.2106 0.2066 0.2027 0.2011 0.1995 0.1995 0.2018 0.2057
PGK/IPY 39.57 38.48 37.79 36.58 35.80 35.02 34.24 34.37 34.21
PGK/SGD 0.3595 0.3556 0.3490 0.3424 0.3385 0.3372 0.3372 0.3437 0.3502
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PNG Trading Partner Growth Forecasts

Global & Trading Partner Growth Forecasts

_ 2019 | 2020 @ 2021 @ 2022 | 2023 @ 2024 | 2025 | 2026

World Economy -2.8

us 2.3 -2.8 5.9 2.1 2.5 2.6 1.3 1.5
Eurozone 1.6 -6.1 5.6 3.3 0.5 0.6 1.5 1.5
Australia 1.8 2.1 5.6 3.8 2.0 1.3 2.2 2.5
New Zealand 3.1 -1.5 6.1 2.4 0.7 0.3 1.6 3.3
Japan -0.4 -4.2 2.2 1.0 2.0 0.9 0.9 0.8
China 6.0 2.2 8.4 3.0 5.2 5.2 5.0 4.8
India 3.9 -5.8 9.1 7.2 7.0 6.3 6.5 6.3
Sources: Macrobond, Westpac Economics.
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PNG Economic Forecasts

PNG Economic Statistics

_ PAONRS) 2020 2021 2022 | 2023f | 2024f | 2025f

Money supply (% year)

Private Sector Credit (% year) 4.0 4.3 0.4 6.9 5.7 6.5 6.3
Current Account (K millions) 18,522 17,281 20,151 31,746 28,921 26,633 29,275
Gross International Resreves (K millions) 7,880 9,437 11,544 14,928 13,406 13,666 14,005
Total Imports Cover (months) 5.0 7.4 9.8 11.2 10.5 10.6 10.8
Non-mineral imports cover (months) 8.2 11.8 18.7 22.1 19.1 19.0 18.9
Headline inflation (% year) 2.7 5.1 5.7 6.3 4.0 5.0 4.5
Fiscal Surplus/Deficit (K millions) -4,172 —6,501 —7,955 -5,984 —4,984 -3,968 -3,462
Deficit as % of GDP -5.0 -8.0 -8.5 -5.6 —4.4 -3.3 —2.7

Sources: Macrobond, Bank PNG, International Monetary Fund, National Statistics Office, Westpac Economics.
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Email & PDF disclaimer/Westpac 1Q bottom of page disclaimer

© 2024 Westpac Institutional Bank is a division of Westpac Banking Corporation ABN 33 007 457 141, AFSL233714 (‘Westpac’). References to the “Westpac Group” are to Westpac and its subsidiaries and includes the directors,
employees and representatives of Westpac and its subsidiaries.

Disclaimer

This information has been prepared by the Westpac Institutional Bank and is intended for information purposes only. It is not intended to reflect any recommendation or financial advice and investment decisions should not be based on
it. This information does not constitute an offer, a solicitation of an offer, or an inducement to subscribe for, purchase or sell any financial instrument or to enter into a legally binding contract. To the extent that this information contains
any general advice, it has been prepared without taking into account your objectives, financial situation or needs and before acting on it you should consider the appropriateness of the advice. Certain types of transactions, including
those involving futures, options and high yield securities give rise to substantial risk and are not suitable for all investors. We recommend that you seek your own independent legal or financial advice before proceeding with any
investment decision. This information may contain material provided by third parties. While such material is published with the necessary permission none of Westpac or its related entities accepts any responsibility for the accuracy or
completeness of any such material. Although we have made every effort to ensure this information is free from error, none of Westpac or its related entities warrants the accuracy, adequacy or completeness of this information, or
otherwise endorses it in any way. Except where contrary to law, Westpac Group intend by this notice to exclude liability for this information. This information is subject to change without notice and none of Westpac or its related entities
is under any obligation to update this information or correct any inaccuracy which may become apparent at a later date. This information may contain or incorporate by reference forward-looking statements. The words “believe”,
“anticipate”, “expect”, “intend”, “plan”, “predict”, “continue”, “assume”, “positioned”, “may”, “will”, “should”, “shall”, “risk” and other similar expressions that are predictions of or indicate future events and future trends identify forward-
looking statements. These forward-looking statements include all matters that are not historical facts. Past performance is not a reliable indicator of future performance, nor are forecasts of future performance. Whilst every effort has
been taken to ensure that the assumptions on which any forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The ultimate outcomes may differ

substantially from any forecasts.

Conflicts of Interest: In the normal course of offering banking products and services to its clients, the Westpac Group may act in several capacities (including issuer, market maker, underwriter, distributor, swap counterparty and
calculation agent) simultaneously with respect to a financial instrument, giving rise to potential conflicts of interest which may impact the performance of a financial instrument. The Westpac Group may at any time transact or hold a
position (including hedging and trading positions) for its own account or the account of a client in any financial instrument which may impact the performance of that financial instrument.

Author(s) disclaimer and declaration: The author(s) confirms that no part of his/her compensation was, is, or will be, directly or indirectly, related to any views or (if applicable) recommendations expressed in this material. The
author(s) also confirms that this material accurately reflects his/her personal views about the financial products, companies or issuers (if applicable) and is based on sources reasonably believed to be reliable and accurate.

Additional country disclosures:
Australia: Westpac holds an Australian Financial Services Licence (No. 233714).

Note: Luci Ellis is a member of the Australian Statistics Advisory Council (ASAC) which is a key advisory body to the Minister and the Australian Bureau of Statistics on statistical services. Luci does not have access to sensitive data/
reports in her capacity as a member of ASAC.

New Zealand: In New Zealand, Westpac Institutional Bank refers to the brand under which products and services are provided by either Westpac (NZ division) or Westpac New Zealand Limited (company number 1763882), the New
Zealand incorporated subsidiary of Westpac ("WNZL"). Any product or service made available by WNZL does not represent an offer from Westpac or any of its subsidiaries (other than WNZL). Neither Westpac nor its other subsidiaries
guarantee or otherwise support the performance of WNZL in respect of any such product. WNZL is not an authorised deposit-taking institution for the purposes of Australian prudential standards. The current disclosure statements for
the New Zealand branch of Westpac and WNZL can be obtained at the internet address www.westpac.co.nz .

Singapore: This material has been prepared and issued for distribution in Singapore to institutional investors, accredited investors and expert investors (as defined in the applicable Singapore laws and regulations) only. Recipients of
this material in Singapore should contact Westpac Singapore Branch in respect of any matters arising from, or in connection with, this material. Westpac Singapore Branch holds a wholesale banking licence and is subject to
supervision by the Monetary Authority of Singapore.
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U.S.: Westpac operates in the United States of America as a federally licensed branch, regulated by the Office of the Comptroller of the Currency. Westpac is also registered with the US Commodity Futures Trading Commission
(“CFTC”) as a Swap Dealer, but is neither registered as, or affiliated with, a Futures Commission Merchant registered with the US CFTC. The services and products referenced above are not insured by the Federal Deposit Insurance
Corporation (“FDIC”). Westpac Capital Markets, LLC (‘WCM’), a wholly-owned subsidiary of Westpac, is a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (‘the Exchange Act’) and member of the Financial
Industry Regulatory Authority (‘FINRA’). This communication is provided for distribution to U.S. institutional investors in reliance on the exemption from registration provided by Rule 15a-6 under the Exchange Act and is not subject to
all of the independence and disclosure standards applicable to debt research reports prepared for retail investors in the United States. WCM is the U.S. distributor of this communication and accepts responsibility for the contents of this
communication. Transactions by U.S. customers of any securities referenced herein should be effected through WCM. All disclaimers set out with respect to Westpac apply equally to WCM. If you would like to speak to someone
regarding any security mentioned herein, please contact WCM on +1 212 389 1269. Investing in any non-U.S. securities or related financial instruments mentioned in this communication may present certain risks. The securities of
non-U.S. issuers may not be registered with, or be subject to the regulations of, the SEC in the United States. Information on such non-U.S. securities or related financial instruments may be limited. Non-U.S. companies may not be
subject to audit and reporting standards and regulatory requirements comparable to those in effect in the United States. The value of any investment or income from any securities or related derivative instruments denominated in a
currency other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such securities or related derivative instruments.

The author of this communication is employed by Westpac and is not registered or qualified as a research analyst, representative, or associated person of WCM or any other U.S. broker-dealer under the rules of FINRA, any other U.S.
self-regulatory organisation, or the laws, rules or regulations of any State. Unless otherwise specifically stated, the views expressed herein are solely those of the author and may differ from the information, views or analysis expressed
by Westpac and/or its affiliates.

UK and EU: The London branch of Westpac is authorised in the United Kingdom by the Prudential Regulation Authority (PRA) and is subject to regulation by the Financial Conduct Authority (FCA) and limited regulation by the PRA
(Financial Services Register number: 124586). The London branch of Westpac is registered at Companies House as a branch established in the United Kingdom (Branch No. BR000106). Details about the extent of the regulation of
Westpac’s London branch by the PRA are available from us on request.

Westpac Europe GmbH (“WEG”) is authorised in Germany by the Federal Financial Supervision Authority (‘BaFin’) and subject to its regulation. WEG’s supervisory authorities are BaFin and the German Federal Bank (‘Deutsche
Bundesbank’). WEG is registered with the commercial register (‘Handelsregister’) of the local court of Frankfurt am Main under registration number HRB 118483. In accordance with APRA’s Prudential Standard 222 ‘Association with
Related Entities’, Westpac does not stand behind WEG other than as provided for in certain legal agreements (a risk transfer, sub-participation and collateral agreement) between Westpac and WEG and obligations of WEG do not
represent liabilities of Westpac.

This communication is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation. This communication is not being made to or
distributed to, and must not be passed on to, the general public in the United Kingdom. Rather, this communication is being made only to and is directed at (a) those persons falling within the definition of Investment Professionals (set
out in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”)); (b) those persons falling within the definition of high net worth companies, unincorporated associations etc. (set out in
Article 49(2)of the Order; (c) other persons to whom it may lawfully be communicated in accordance with the Order or (d) any persons to whom it may otherwise lawfully be made (all such persons together being referred to as “relevant
persons”). Any person who is not a relevant person should not act or rely on this communication or any of its contents. In the same way, the information contained in this communication is intended for “eligible counterparties” and
“professional clients” as defined by the rules of the Financial Conduct Authority and is not intended for “retail clients”. Westpac expressly prohibits you from passing on the information in this communication to any third party.

This communication contains general commentary, research, and market colour. The communication does not constitute investment advice. The material may contain an ‘investment recommendation’ and/or ‘information
recommending or suggesting an investment’, both as defined in Regulation (EU) No 596/2014 (including as applicable in the United Kingdom) (“MAR”). In accordance with the relevant provisions of MAR, reasonable care has been
taken to ensure that the material has been objectively presented and that interests or conflicts of interest of the sender concerning the financial instruments to which that information relates have been disclosed.

Investment recommendations must be read alongside the specific disclosure which accompanies them and the general disclosure which can be found here: https://www.westpacig.com.au/terms-and-conditions/investment-
recommendation-disclosure. Such disclosure fulfils certain additional information requirements of MAR and associated delegated legislation and by accepting this communication you acknowledge that you are aware of the existence of
such additional disclosure and its contents.

To the extent this communication comprises an investment recommendation it is classified as non-independent research. It has not been prepared in accordance with legal requirements designed to promote the independence of
investment research and therefore constitutes a marketing communication. Further, this communication is not subject to any prohibition on dealing ahead of the dissemination of investment research.
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