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Highlights from Westpac/Business Advantage 2024 Survey

* Profits expected to grow but a disappointing 2023 saw expectations for 2024 moderate.
* Despite profits expectations below the long-run average, recruitment & investment held up.

* With investment and recruitment holding up, the 2024 Business Conditions Index remains
positive even if it is not as strong as it was in 2023.

* This is positive news for the outlook for growth in 2024.

* The lack of foreign exchange returns is the most critical impediment facing PNG
businesses.

« Security/law & order, unreliable utilities and the lack of government capacity are all
significant hinderances to PNG businesses.

« The survey was run before the events of January 10t with 88% of firms citing security/law
& order was a mission critical issue or very important concern. This is on par with the
previous high in 2013, following the political unrest, including a limited military mutiny, in
2012. If the survey were re-run we believe these concerns would be even higher.

« Of very little concern: access to capital, lack of land, office and/or warehouse space.
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Business Advantage PNG - expected vs. actual profits

2023 profits fell short of expectations with 2024 expectations adjusted downwards

160

120

80

40

index

index

mm Did profits exceed expectations?
Profit expectations

—average outcome

—average expectations

Sources: Business Advantage,

Westpac Economics

2011

2013

2015 2017 2019 2021

2023

160

120

80

40

s



Business Advantage PNG - expected vs. actual profits

This year’s expectations tend to be relative to last year’s outcome
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Expectations ease back from 2023 hounce

50 is the long run average for the question at hand
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Expectations vs. growth in non-minerals employment
Employment expectations remain above average pointing to positive employment growth
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Top 6 factors holding back PNG businesses

Focusing on these issues will have a significant, positive impact on PNG economy
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The six factors of least concern for PNG businesses

The decline in competition is more of a concern, than a positive, for the economy
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The opportunities for PNG remain in place

* Major resources projects continues to present significant opportunities for
the nation.

« However, the delay in the projects has allowed domestic constraints to
growth to rise to the surface.

* This delay presents an opportunity to get the settings correct before the next
major project masks over those issues.

* Global growth and geopolitics represents both opportunities as well as
threats.

* The transition to a low carbon economy is underway - while it may be
unfolder slower than what is needed to meet net zero by 2050 is it underway
and gathering momentum.
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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

9

2025
(forecast)

TBC
4.0%
TBC
4.5%
NA
3.7%
3.1%

4.6%
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PNG real economic growth

Resources a swing factor but domestic demand matters

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

contraction in activity.

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

- 5 * In 2023 non-resources settled
back to around 32% 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

(19 and stronger growth in 2025.
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The Globhal Economy & Geopolitics

« China and the rest of Asia are well positioned to contribute strongly to global growth in 2024
and 2025 as economic development and the global green transition fuel investment. There
are some fears that the correction in the Chinese housing market will drag down the broader
economy but the market is adjusting and stresses are being contained.

« With consumers stretched, growth across the developed world will be sub-par and fickle.
The US continues to surprise with strength and the IRA is the largest industrial policy the US
has implemented in over 50 years.

* In 2024 half of the world’s population faces a national election with the US Presidential and
Indian National elections taking centre stage. China’s continued strong growth in trade with
Asia, and success in research & development, may elicit further responses from the US.

« US domestic policy is also a risk for the world: the US fiscal deficit is set to grind higher from
an elevated 6% of GDP.

« Softer global demand and ample supply has recently seen the price of oil move lower.
However, developments in the Middle East represent a supply risk while OPEC has

continued their current quotas try to offset rising US supply. "\ T



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 1.4 1.5
Eurozone 1.6 -6.1 5.6 3.3 0.4 0.5 1.5 1.5
Australia 1.8 2.1 5.6 3.8 2.1 1.3 2.2 2.5
New Zealand 3.1 -1.5 6.1 2.4 0.7 0.5 1.6 3.3
Japan -0.4 -4.2 2.2 1.0 2.0 0.7 1.0 0.9
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 7.7 6.5 6.4 6.3
Sources: Macrobond, Westpac Economics.
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PNG inflation vs. Australian & G7

PNG has its own unique price shocks
ann%
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PNG inflation is back above 3%

CPI inflation was down to
1.4%yr in June, lifting slightly to
2.2% in September but then
surged to 3.8%yr in December:

* Free education has seen
education prices fall 23%yr
holding down inflation.

« Communication costs are down
-15%yr as prices fall with
competition.

* Alcohol, tobacco & betel nut
are up 13%yr.

 Food & beverages are up 5%yr,
clothing & footwear lifted 9%yr
while household equipment
rose 6%yr.

* Health costs gained 6%yr while
transport inflation was a
contained at 3%yr.
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Shipping rates rising again & container rates jump

Panama Canal/Red Sea has hit
shipping rates...
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...and global trade is slowing.
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Global growth slowing but US is resilient
Real GDP Growth

Year-ended percentage change (truncated scale)
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High-tech industries hold considerable promise for China
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BNEF outlook for energy consumption scenarios

Current policies limit but don’t correct

Primary energy consumption by fuel in BNEF's Economic Transition
Scenario

Coal / Gas / Oil Bioenergy Other renewables Nuclear / Solar Wind
200K petajoules
Coal peak

/"\/ Oil peak

Gas peak

/\/

/
<'____—4‘—'70
2000 2020 2040

Source: BloombergNEF
Note: The Economic Transition Scenario is primarily driven by changes in the
economic competitiveness of key technologies, without concerted policy actions

to accelerate the transition beyond those policies in place today. BloombergNEF

Need more aggressive policies for net zero

Primary energy consumption by fuel in BNEF's Net Zero Scenario

Coal / Gas / Oil / Bioenergy / Other renewables / Nuclear / Solar / Wind
200K petajoules

Coalpeak  Oil peak

_//\/7

Gas peak

—4'—7_—.0
2000 2020 2040

Source: BloombergNEF
Note: The Net Zero Scenario is a pathway to net-zero emissions globally by
2050. BloombergNEF
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Commodities in 2023 dollars - inflation adjusted

Copper prices holding this high ground Nickel driven by cost of production
US$/t USS$/t US$'000/t US$'000/t
16000 Sources: Westpac Economics, USGS, Sahr, UN, OECD, 16000 180 1846 _ 180
1873 Sources: Westpac Economics, USGS, Sahr, UN,
14000 The urbanisation of - 14000 160 - 160
China and India &
12000 - et it | 12000140 140
‘Green Energy’ focus B
10000 - 1035 10 1074 . 10000 120 forecasts 120
100 - - 100
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Crude finding a hase around US$80/bbl

Oil prices adjusted for inflation —in 2023 US dollars Oil price shocks of 1980 and 2009
peaked at US$120 barrel in year
US$/bbl US$/bbl average terms (2023 dollars).
2009 Average real price since 1975 s
| 1980, i
120 1864  sources: Westpac Economics, BP, ﬂ 120 US$63/bbl.
151, Bloomberg $64 average * From 1935 to 1974 crude oil
100 - 871 since 1975 - 100  prices average around US$20/bbl
/ with prices down to around
80 - i - 80 US$10/bbl through the 60’s and
Belle into the 70’s,
60 - 1876 Eggglt’g - 60 » The two early oil price shocks,
1916 1975 & 1980, were a significant
1899 1935 to 1974 shiftin the mar_ket With_massive
40 A - 40 economic, social & political
l Westpac iimesiiare
20 - - 2030 | 20 « The 2008/2009 shock was due to
surging developing world demand
0 | | | | | | 0 and was resolved by US fracking.
1861 1886 1911 1936 1961 1986 2011 * In 2023 and into 2024 the US

returns as the marginal producer.
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Commodity prices & AUD (out to mid 2026)

Forecasts qtr average latest™  Jun-24 Sep-24 Dec-24 Mar-25 Jun-25 Sep-25 Dec-25 Mar-26 Jun-26
iron ore fines 62% fe spot USSA 110 108 T 85 21 &2 83 83 &8 i)
iron ore fines contracts (USg ditu) 162 166 148 131 125 126 127 128 135 135
Aust. hard coking coal (USDA) 245 263 242 237 228 218 212 207 204 203
coking premium low vol USDA 297 299 293 2a0 268 255 246 240 238 236
coking coal 64 mid vol USDA 245 245 242 237 228 218 212 207 204 203
coking coal low vol PCI USDA 158 156 153 147 145 142 136 133 131 128
coking coal semi soft USDA 145 148 145 140 136 128 125 121 115 118
steam coal fob Newcastle (USDit) 138 136 125 119 117 116 115 114 115 115
coal thermal contracts (USDA) 200 187 160 160 160 151 132 132 132 127
crude oil WTINYMEX (USDJ/bbl) 76 7o 77 75 75 7 79 a2 85 a7
crude oil Brent ICE (USD/bbl) 82 82 81 79 I 79 81 o4 86 89
LMG Japan Corp (Aust) USDmmbtu 13.45 129 126 12.0 11.3 11.0 11.1 11.3 115 11.7
gold (USDvoz) 2209 2,180 2,130 2,080 2,080 2,050 2,100 2,120 2,140 2,150
aluminium (USDvt) 2228 2,180 2,080 2,020 2,000 2,030 2,050 2170 2240 2,320
copper (USDvt) 8,592 8,200 8,400 8,300 8,200 8,300 8,600 9,000 9,300 9,700
nickel (USDvt) 18,178 17,700 15,800 14700 14400 14500 145600 14700 14200 14500
zinc (USDt) 2,544 2,450 2,380 2,310 2,280 2,320 2,380 2470 2,530 2,550
lead (USDvt) 2,114 2,080 2,040 1,580 1,960 1,980 2,000 2,030 2,070 2,110
AUDMUSD 0.66 0.67 0.65 0.70 0.71 0.72 0.72 0.73 0.73 0.73
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