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Local Economic Conditions

 The National Gold Corporation Bill 2022 and the National Gold Corporation (Project and Shareholder
Agreements) Bill 2022 will be debated when Parliament resumes on May 28, 2024. However, recent reports
suggest the Government may delay this by 6 months to allow for wider stakeholder consultations.

* Prime Minister Hon. James Marape recently spoke at the Consultation Workshop on the National Gold
Corporation Bill 2024 highlighting the Government’s commitment to achieving downstream processing of
gold and other resources in Papua New Guinea. The consultation participants included industry
professionals, representatives from various government departments and the private sector.

« Cocoa prices are expected to remain high all year. The average market price of cocoa in all major centres
across PNG now is K1,500/bag with major exporters buying at K1,500-K1,600/bag of dry cocoa bean. Wet
bean prices have also seen a significant increase and now average of K5/kilogram. For more information
see the page on the cocoa market.

* Qantas launched a new twice per week direct flight between Sydney, Australia and Port Moresby.

* PNG fishery exports have remained steady above K1 billion mark since 2016. There was a reported slight
decline of KO.Im compared to 2022 which was attributed to the drop in output in the tuna processing
sector. National Fisheries Authority (NFA) aims to set up a fishery distribution facility in Guangzhou in
China to broaden the fisheries sector and tap into demand from the Southeast Asian market.
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Local Economic Conditions (continued)

* Following the visit of China’s Foreign Affairs minister Wang Yi, PNG signed five new agreements with China.
The agreements signed include; USD1 million for Disaster Relief Assistance, a Memorandum of
Understanding on Information Communication Technology Corporation and funding of US$270K for joint
feasibility study for a Free Trade Agreement between PNG and China.

« As we were going to press the vulnerability of PNG to significant natural disasters was highlighted by major
landside at the Yamballi Village in the Enga province. The acting director of the country’s National Disaster
Center, Luseta Laso Mana, said the landslide “buried more than 2,000 people alive” and caused “major
destruction”. Determining the scale of the disaster is difficult because of challenging conditions on the
ground, including the village’s remote location, a lack of telecommunications and tribal warfare throughout
the province which means international relief workers and aid convoys require military escorts.
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Cocoa prices to remain elevated

Expectations are for prices to remain elevated into 2025
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Current high prices are attributed
adverse weather conditions in the
major producing region in West
Africa (Ivory Coast), aging cocoa
trees and disease outbreaks in
various cocoa growing regions that
have led to supply deficits in the
global markets.

Current market expectations are for
prices to remain elevated until a
new African crop comes to the
market in late 2024.

Nevertheless, with such a supply
imbalance the outlook is for prices
to remain well supported well into
the second half of 2025.
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March BPNG Monetary Policy Statement

Some key highlights from the recent March MPS:

 The Bank estimates real GDP growth for 2023 to have been only 1.4%, compared to a growth of 5.2 percent in
2022. The lower estimate was mainly due to the delayed resumption of Porgera gold mine and lower production
for LNG. In 2024, growth in the domestic economy is now projected to increase by around 3.0% (Westpac’s
current forecast) with a resumption in production from Porgera gold mine but the recent looting and burning of
shops, combined with the disruption to fuel supplies and the continued shortage of foreign exchange and
deprecation of the Kina will have a negative impact on growth as well as boosting inflation.

* In 2025, the economy is expected to grow strongly reflecting the full year production by the Porgera gold mine,
an expected rebound in the retail and wholesale sectors, and some increase in activity associated with pre-Final
Investment Decision (FID) spending by new resource projects such as Papua LNG. The Bank forecasts growth to
be around 4.4 % in 2025 and 3.6 percent in 2026.

 The Bank PNG’s projections for world growth in 2024 and 2025, of 3.1% and 3.2%, are broadly consistent with
Westpac’s forecasts of 3.3% and 3.1% respectively but noting we see a softening path while the Bank is
expecting a strengthening path.

* Annual headline inflation, as measured by Consumer Price Index (CPI) increased to 3.9% in the year to December
quarter 2023. This was mainly driven by alcoholic beverages, tobacco & betelnut (13.2%yr), clothing & footwear
(9.3%yr), health (8.6%yr), miscellaneous items (6.6%yr), household equipment (5.9%yr), and food & non-alcoholic
beverages (5.5%yr). For 2024, the Bank has revised upward its headline inflation projection to be around 5.0%
(on par with Westpac’s current forecast), lifting to 5.5% for 2025 before easing back to 3.5% in 2026.
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March BPNG Monetary Policy Statement (continued)

« As at 31st December 2023, the gross foreign reserves was US$3,956.7 (K14,424.8) million, compared to
US$4,132.2 (K14,225.9) million at the end of December 2022. This is sufficient to cover 10.0 months of total
imports and 17.9 months of non-mineral imports. By 28th March 2024, the gross foreign reserves declined to
US$3,372.9 (K12,723.1) million, reflecting BPNG intervention and Government debt payments.

 The Bank has over the past year been facilitating a gradual depreciation in the nominal value of the kina.
However, the amount of reduction in the real effective exchange rate to date has been limited and is not sufficient
to deal with the kina overvaluation.

* In the September 2023 MPS the Bank as announced a neutral stand for monetary policy. However, the Bank
reduced the KFR from 3.0% to 2.5% in November 2023 then down again to 2.0% in February 2024.

« Taking into consideration the projected increase in inflationary pressures mainly emanating from the exchange
rate adjustment, the Bank will be tightening its monetary policy stance in the next six months. This would require
the use of monetary policy instruments to support the stance of policy and the exchange rate adjustment to
dampen import demand and encourage exports, and to maintain price stability.

* As recommended by the Monetary Policy Committee, the Board agreed to: « upward adjustment to the KFR in
response to increasing inflationary pressure due primarily to the continued depreciation in the Kina; ¢ increase in
the cash reserve ratio for deposits held by the commercial banks to absorb the excess liquidity in the banking
system; and ¢ issuance of longer dated Central Bank Bills to support the KFR.

The full report can be found at - https:/www.bankpng.gov.pg/wp-content/uploads/2024/04/March-2024-
Monetary-Policy-Statement-website-version.pdf
s SOURCE: BPNG \\ [}
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Interest Rates and Government Bonds

Interest Rates
« Kina Facility Rate - remained steady through April at 2.00%. 9th May saw BPNG raise the KFR to 2.50% along
with the Fixed Rate Full Allotment 7-day rate

* April saw a continued rebound in the 365-day Treasury bill yield, moving from 3.40% to 3.70% by month end.
Further yield increases throughout May have seen the most recent auction trade at 3.84%

« At the Government Bond Auction on the 24th April rates were fairly stable compared to the March results.
Total amount on offer reduced from K800m to K700m and total successful bids down from K640.7m to
K434.7m, with the 2 & 10 year tenors attracting the greatest interest. Results below.

Government Bond Auction
« Treasury Bond (GIS). Auction number: 24 April 2024 / GOB / Government Bond.

 Amount on offer: K700.000 million Settlement Date: 26 April 2024.

Amou,nt.o.n Offer Bids,Rggeived Succ,es.sf.ul Bids Succe,ssfull Yields A\ygrzigzt;ite Coupon Rate Overall Au<_:tio_n
(K’million) (K’million) (K’million) (K’million) (WAR) Net Subscription
Issue ID 2024 / 3013 (2 Years) 50.000 63.700 48.700 4.25% - 4.34% 4.30% 4.30% K13.700
Issue ID 2024 / 3014 (3 Years) 80.000 25.000 10.000 4.45% — 4.48% 4.46% 4.40% —K55.000
Issue ID 2024 / 3015 (5 Years) 80.000 51.000 41.000 4.70% — 4.74% 4.70% 4.70% —K29.000
Issue ID 2024 / 3016 (6 Years) 80.000 16.000 16.000 5.04%—-5.12% 5.09% 5.00% —K64.000
Issue ID 2024 / 3017 (7 Years) 100.000 46.000 46.000 5.35% — 5.46% 5.40% 5.30% —K54.000
Issue ID 2024 / 3018 (8 Years) 100.000 56.000 56.000 5.45% — 5.53% 5.50% 5.40% —-K44.000
Issue ID 2024 / 3019 (9 Years) 110.000 76.000 56.000 5.65% — 5.76% 5.70% 5.60% —K34.000
Issue ID 2024 / 3020 (10 Years) 100.000 166.000 161.000 5.80% — 6.00% 5.91%. 5.80% K66.700

6 TOTAL 700.000 499.700 434.700 —K200.300 \\ 1 }



Foreign Exchange and the Kina

PGK
* The gradual depreciation of the PGK continues, with April seeing PGKUSD fall from 0.2649 to 0.2629

* Market turnover was down in April to K4.283bn from K4.445bn in March

« With AUD very much rangebound between 0.6400/0.6650, PGKAUD again saw muted volatility
throughout April, trading in a 0.3980 to 0.4150 range.

* The currency market in PNG is awaiting the next round of reform, with changes to how the BPNG
market intervention is facilitated flagged by the regulator. After initial concerns that the IMF reform
program was behind schedule the in-country IMF representative confirmed that PNG’s “fiscal position
is being put on a sounder and more sustainable footing.”

Foreign Exchange Forecasts

PGK/USD 0.2647 0.2593 0.2563  0.2563 0.2563 0.2563 0.2613 0.2663 0.2663

PGK/AUD 0.4008 0.3842 0.3715 0.3662 0.3610 0.3560 0.3630 0.3648 0.3648
PGK/NZD 0.4385 0.4116 0.4005 0.4005 04005 0.3944 0.4020 0.4097 0.4097
PGK/GBP 0.2092 0.2042 0.2003 0.1987 0.19/72 0.1972 0.1995 0.2033 0.2033
PGK/JPY 40.21 37.34 36.14 35.37 34.60 33.84 33.97 33.82 33.82
PGK/SGD 0.3567 0.3423 0.3384 0.3345 0.3332 0.3332 0.3397 0.3462 0.3462
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PNG Economic Indicators and Forecasts

Economic indicators

Inflation

GDP growth

ADB forecasts as at April 2024; BPNG as at March 2024; IMF as at May 2024; Westpac as at May 2024
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ADB
BPNG
IMF
Westpac
ADB
BPNG
IMF

Westpac

2023
(est)

5.0%
3.9%
5.7%
4.0%
2.0%
1.4%
2.9%

1.5%

2024

(forecast)

5.0%
5.0%
4.7%
5.0%
4.5%
3.0%
4.6%

4.5%

2025
(forecast)

TBC
5.5%
TBC
4.5%
4.6%
4.4%
3.1%

4.6%
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Foreign Exchange; the kina depreciation remains gradual

Foreign Exchange Turnover (PGK)

rate rate
0.50 7,000,000
Sources: Bank PNG, Westpac PNG
—PGKUSD —PGKAUD

6,000,000

0.45 - - 0.45
5,000,000
0.40 - - 0.40 4,000,000
3,000,000

0.35 - - 0.35
2,000,000
0.30 - - 0.30 1,000,000
Sources: Bloomberg, Westpac Economics. "'"'1.\ 0

0.25 -+ . . . — 0.25 PP
May-20 May-21 May-22 May-23 May-24 & 50 50 vg,g’ %e' 00 \;o 00 3 Qe« @ﬁ ?'Q

s



A gradual managed depreciation to continue

iIndex Index A gradual managed
depreciation of the kina
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CE0100 2024 Survey: Expectations ease from 2023 hounce
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PNG inflation vs. Australian & G7

PNG has its own unique price shocks
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PNG inflation is back eased to
2.5%yr in March 2024.

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 school education has held
inflation down in this sector to
just 1.8%yr.

* The weaker Kina and supply
disruptions would be behind
clothing inflation running at
close to 11%yr.

 Food & beverages are up
4.4%yr, while household
equipment rose 3.6%yr.

* Health costs gained 7%yr while
transport inflation was a
contained at 2.4%uyr.

« Communication costs are down
-13.5%yr due to increased
competition in this sector.
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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 - 3.5 - 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

O ]
-5 \/ Sources: National Statistical | _g lsrl]o&:/f/:itr:wttsc/)wt,:gc] éogffil growth
-3.2 Office PNG, Bank PNG, ADB, gto] D 70.

IMF Macrobond, Westpac * Resources expected to be
10 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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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 2.5 1.5 1.6
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 0.4 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 6.7 6.5
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 19.0 12.0 14.0
Current Account (K millions) 18,522 17,281 12,222 23,797 22,855 25,601 29,210
Gross International Reserves (K millions) 7,880 9,437 11,369 14,266 14,425 14,587 13,999
Total Imports Cover (months) 5.0 7.4 54 7.4 12.8 7.3 6.7
Non—mineral imports cover (months) 8.2 11.8 8.4 15.1 30.2 13.3 12.0
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 —6,270 —5,852 —4,935 -3,984 —2,654
Deficit as % of GDP -5.0 -8.0 —6.7 -5.4 —4.4 -3.3 -2.0

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
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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.
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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/
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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
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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
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