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Local Economic Conditions

* Prime Minister James Marape has called for urgent reforms in Papua New Guinea's State-Owned Enterprises
(SOEs) to improve efficiency and self—sustainability. He emphasized reducing financial dependence on the
government, strong leadership, and restructuring underperforming entities. Marape urged adopting innovative
financing models like Public—Private Partnerships and modern technologies. He highlighted PNG Power Ltd as a
priority, setting a deadline for a strategic turnaround plan by March 2025. Prime Minister Marape Demands Urgent
Reforms of SOEs" — News — PNG Business News

* Prime Minister James Marape assured that the K1.4 billion loan from the Australian Government is well within
PNG's 2024 Budget framework, doesn’t exceed the country’s fiscal targets and is part of the government’s ongoing
fiscal consolidation plan and aligns with the goal of achieving a balanced budget by 2027/. The loan, with a 4.2%
interest rate and a grace period, is structured to avoid increasing PNG's debt burden and is consistent with the
country’s fiscal strategy. Marape reassured that the government is committed to responsible financial management,
aiming for long—term economic stability while balancing growth and fiscal responsibility. "PM Marape Clarifies
Australia’s Loan and PNG's Fiscal Stability” — News — PNG Business News

* Papua New Guinea's Minister for Petroleum, Hon. Jimmy Maladina, invited Italian energy company ENI to investin
PNG's petroleum sector, highlighting the country's resource potential and upcoming licensing rounds. He
emphasized creating a competitive, transparent investment environment and encouraged ENI to expand into PNG,
especially in deepwater exploration. Maladina noted stricter license conditions and a focus on attracting
responsible investors. EN| expressed interest and requested more details on the bid rounds.. "Minister Maladina
Invites Eni to Invest in PNGs Petroleum Sector” — News — PNG Business News
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Local Economic Conditions

* Six rice farmers have started a three—-month internship with Trukai Industries’ Smart Farmer Internship Program at
Erap Farm in Lae, Morobe Province. This program, involving 24 farmers, covers crop management, machinery
operation, irrigation systems, and post—harvest techniques. Selected for their leadership and prior completion of
Trukai’'s Smart Farmer Program, participants receive hands—on training to transition from subsistence to commercial
farming, boosting PNG's rice industry and local economy. Trukai empowers rice farmers" PNG Business News

* Kumul Petroleum (KPHL) has started seismic data collection at its Barikewa licence in Gulf Province, the first time a
fully national company has done so in PNG. The work aims to assess gas volumes in the Barikewa and Kimu fields
to determine economic feasibility. KPHL, with contractor OM Holdings, is building infrastructure and gathering data
to evaluate and commercialise previously uneconomic gas fields, advancing PNG's natural resource development.
“Kumul Petroleum Gathers Seismic Data for Barikewa project” PNG Business News

* Prime Minister James Marape unveiled a tax reform strategy to stimulate investment, increase consumer spending,
and boost local industry growth in PNG. The reforms, set to take effect once the economy reaches K150 billion,
include lowering corporate and personal income taxes, and stricter capital outflow regulations. Marape also
highlighted the development of Special Economic Zones (SEZs) to attract trade and investment. The government
aims to enhance local manufacturing, reduce imports, and create a business—friendly environment, positioning PNG
as a regional centre for manufacturing, job creation, and economic growth. "PM Announces Major Tax Reforms"
PNG Business News
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Local Economic Conditions

* Digicel PNG announced plans to enhance connectivity across Papua New Guinea. Over the past three years, it
expanded its network to 21 provinces and the Autonomous Region of Bougainville. In the last two years, it
increased 4G LTE coverage by 20%, building 115 new towers and upgrading 96 towers. Now, over 80% of PNG's
population has mobile network access. This expansion is part of Telstra’s commitment to PNG following its
acquisition of Digicel Pacific in July 2022, reflecting its dedication to sustainable economic growth in the Pacific
region. Digicel PNG Announces a Significant Mobile Network Expansion — PNG Business News

* K92 Mining Inc. has announced the latest results from its ongoing maiden surface diamond drill program at the
Arakompa prospect in Papua New Guinea. In a statement, the company said the drilling confirmed two significant
high—grade gold veins, AR1 and ARZ2, along with extensions of a bulk tonnage zone, reinforcing the area’s potential
for both underground and open—pit mining. Arakompa, located 4.5 kilometers from the Kainantu Gold Mine process
plant, has not been drilled in over three decades. K92 Mining has completed 43 holes to date, significantly
expanding knowledge of the mineralized system. K92 Mining Discovers High—Grade Gold at Arakompa — PNG
Business News

* The Special Economic Zone (SEZ) Konebada Industrial Park project, led by Kumul Petroleum Limited (KPL), is
establishing a fabrication and training facility to boost manufacturing in the oil, gas, and mining industries. The
project includes a steel fabrication plant and a world—class training centre. Trade and Investment Minister Richard
Maru praised the project as a "game—changer" for PNG's economy, emphasizing local manufacturing and workforce
development. The government supports SEZs with tax incentives. The project site spans 300 hectares and includes
plans for a cement plant, road upgrades, and a dedicated wharf. PNG Sets Konebada Industrial Hub with SEZ
Status — PNG Buiness News
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Interest Rates and Government Bonds

* KFR held steady at 4% February, reflecting a strong economic outlook and inflation risks, while the Fixed Rate Full
Allotment 7-day rate adjusted accordingly.

* The last Treasury bill (T-bill) auction for February saw mixed results. The 91-day bills dropped 3 basis points to 3.97%,
while the 182-day bills received no bids. The 273-day rate increased by 24 basis points to 6.83%, and the 364-day rate
fell 1 basis point to 8.26%. The 91-day and 273-days had a 100% successful bid rate, while the 364-day paper had a
93% success rate. Overall, the auction was undersubscribed by K63.6 million with weak demand for the 364-day bills
as investors shifted to longer-term bonds. Rates across all tenors are expected to see minimal changes in the near

term. Total maturities of K3.08 billion with K3.48 billion in successful bids saw a K399.43 million net gain for the central
bank.

* The second GIS issuance was undersubscribed by K19.97 million, with to 2 to 10 years receiving 100% successful bid
rates, while no bids were received for the 5-years. Coupon rates across all tenors decreased by 10 basis points, and
weighted average rates were weaker compared to previous auctions. GIS invitations for the upcoming auction on March
4, 2025, have been issued. The 2025 National Budget forecasts a total expenditure of K28.4 billion, revenues of K25.4

billion so a fiscal deficit of K2.9 billion to be financed via a K861 million in net domestic borrowing and K2.1 billion in net
external borrowing.

e 28-Feb-25/G0Ol/Government Treasury Bill. Settlement date 28-Feb-25. Amount on Offer: K237.60million

Amount on Offer Bids Received Successful Bids Weighted Average Rate Overall Auction
(K’'million) (K’'million) (K’'million) (WAR) Net Subscription
Issue ID 2025 / 3945 (63 Days) 0.000 0.000 0.000 0.000 KO.000
Issue ID 2025 / 3946 (91 Days) 10.000 6.000 6.000 3.97% -K4.000
Issue ID 2025 / 3947 (182 Days) 20.000 0.000 0.000 0.00% -K20.000
Issue ID 2025 / 3948 (273 Days) 20.000 25.000 25.000 6.83% K5.000
Issue ID 2025 / 3949 (346 Days) 187.600 143.000 133.000 8.26% -K44.6.000
TOTAL 237.600 174.000 164.000 - —K63.600 \\V}




Government Bond Auction

« 04-03-25/GOB/Government Bond. Settlement date O7-Mar-25. Amount on Offer: KI00.00million

Overall Auction
Net Subscription

: Amount on Offer Bids Received Successful Bids Successful Yields I AR
SEHES e S y e e Rate
(K’'million) (K’'million) (K’'million) (K’million) (WAR)

Coupon Rate

20251 3960 (2 Years) 10.000 11.000 11.000 8.50% — 8.50% 8.50% 8.50% K1.000
202513961 (4 Years) 10.000 10.000 10.000 8.90% — 8.90% 8.90% 8.90% K0.000
202513962 (5 Years) 10.000 18.300 18.300 9.30% —9.31% 9.30% 9.00% K8.300
20251 3963 (6 Years) 10.000 0.000 0.000 0.00% — 0.00% 0.00% 9.10% —K10.000
2025 | 3964 (7 Years) 10.000 0.000 0.000 0.00% — 0.00% 0.00% 9.20% —K10.000
20251 3965 (8 Years) 10.000 0.000 0.000 0.00% — 0.00% 0.00% 9.30% —K10.000
202513978 (9 Years) 20.000 5.000 5.000 9.40% — 9.40% 9.40% 9.40% —K15.000
202513967 (10 Years) 20.000 12.000 12.000 9.49% — 9.50% 9.50% 9.50% —K8.000
TOTAL 100 56.300 56.300 - —-43.700
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Foreign Exchange and the Kina

* In February, the PGK continued it crawling—peg depreciation against the USD, with the PGK/USD exchange rate
moving from 0.2494 to 0.2487.

* Market turnover decreased slightly in the month to Kb.405bn in February from K5.618bn in January.

» February was the PGK/AUD had a choppy month, mirroring trading in the AUD/USD, with a range of 0.3861/0.4074
an average of 0.3949. The AUD/USD was marginally stronger February, trading between 0.6088 and 0.6409, with
an average of 0.6301.

* The cautionary tone in currency markets remained in February, with the market awaiting the full reach and extent of
the proposed President Trump tariffs. Spot gold continued its astonishing rise, trading to above US$2,800, continuing
the good news story for PNG domestic exporters of the precious metal. In a similar vein, coffee continued its seismic
rally to record highs of nearly 438 US cents, again boding well for the domestic agriculture sector.

* In February, BPNG conducted FX auction across four sessions offering a total of K454.557 million (US$112 million).
Foreign Exchange Forecasts

PGK/USD 0.2487 0.2405 0.2405 0.2405 0.2450 0.2500 0.2550 0.2600 @ 0.2650
PGK/AUD 0.3942 0.4008 0.3943 0.3879 0.3889 0.3906 0.3864 0.3824  0.3841
PGK/NZD 0.4342 0.4454 0.4487 0.4454 0.4455 0.4480 0.4458 0.4407 @ 0.4417
PGK/EUR 0.2283 0.2405 0.2405 0.2381 0.2402 0.2427 0.2452 0.2453  0.2454
PGK/GBP 0.1919 0.1955 0.1955 0.1940 0.1960 0.1984 0.2008 0.2031 @ 0.2054
PGK/JPY 36.77 37.04 36.80 36.56 36.75 37.00 37.23 37.44 37.63
PGK/SGD 0.3313 0.3271 0.3271 0.3247 0.3308 0.3350 0.3392 0.3432 | 0.3472 wpg




Bank keeps Kina Facility Rate unchanged
Kina Facility Rate unchanged at 4.0%
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Source: Bank of Papua New Guinea, Macrobond, Westpac Economics

* At the February meeting, the Monetary

Policy Committee decided to keep the
Kina Facility Rate (KFR) unchanged at
4.0%. The KFR was last increased by 1
percentage point to 4.0% in September
2024, due to a robust economic
outlook and rising inflation risks.

Back in early 2024 the KFR was at a
historic low of 2.0% and it is possible
we could see further KFR hikes given
that underlying inflation remains
stubbornly high.

The next Monetary Policy Statement is
due the 31st of March and will update
the Bank’s assessment of economic
conditions, the likely rate path for
interest rates, the currency and the
expected landing point for the PNG
economy.

s



Foreign Exchange; the kina depreciation has flattened
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A gradual managed depreciation to continue
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BPNG has managed a gradual
depreciation of the kina via an
increase in intervention while
minimising currency volatility.

There has also been an increase
inflow from PNG exporters
looking to convert exports sales
receipts.

Since the first quarter of 2023,
the kina depreciated 12%
against the US dollar. However,
against the AUD it as only fallen
5% as the AUD has been
weakening as well as the USD
has strengthened.

Westpac is forecasting a further
3% depreciation to 0.2402 at
June 2025 with any recovery, or
appreciation, delayed until 2026.
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Westpac PNG Imports Indicator

PNG imports have softened at the start of 2025
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Imports Indicator for PNG based on
IMF Port Data.

* Imports declined in 2020 and 2021
due to COVID lockdowns.

* They surged as restrictions were lifted,
peaking in early 2023.

* A brief recovery in the first half of
2024, the delays to major resources
projects, FX shortages and weak
domestic demand saw a trend
weakening through to the first half of
2024,

* A modest recovery began inJuly
2024, but by early 2025 the data is
less promising.

* Port import trafficis down around
15% in the year to February but do
note the significant month to month
volatility, so we need a few more
months to see if this is a new trend.
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Coffee prices set to ease a touch

Arahica coffee prices - forecasts are futures hased
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PNG coffee production declined
around 8% in 2024. due to several
factors, including aging coffee
trees, pest management
challenges, and varying market
access.

* Prices accelerated in late 2024
when concerns over Brazil's
production, amid adverse weather
lowering the crop, gathered
momentum.

» Before November's rally, coffee
prices had generally been
supported by developments in the
robusta market as hot and dry
weather in Vietnam sharply
lowered production.

* Market still pricing in a modest
correction, but a weaker kina will
support returns for PNG coffee
growers.
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Cocoa prices have corrected

Prices may he off the high but still holding the high ground
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Cocoa prices have been very
volatile.

PGK prices based on Bloomberg
medians and Westpac’s kina
forecasts.

* Price have been very volatile
dropping 40% from the December
high due to easing concerns over
adverse weather in top producers
like Ivory Coast and Ghana.

* Despite hopes for a better crop in
the 2024/25, prices are expected to
remain much higher than average
high due to persistent supply—side
constraints and strong demand.

* As such we expect prices to remain
well supported through 2025
while following a volatile trend.
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Inflation moderated but can it be sustained?

Aicoholic beverages, tobacco & hetel nut plus communications holding down

the pace of infation

PNG's inflation categories December 2024
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CPl inflation stood at 0.7%yr in
the December quarter 2024

1. Consumer Price Index

* Rose by 2.7% in the December
quarter.

* The annual pace lifted a touch from
—0.9%yvyr to 0.7%yr.

2. Betel Nut Prices

* Are known for extreme swings due
to supply variations.

* Fell 25.2% in the year but gained
23.8% in the quarter.

3. Communications

* Fallen consistently for the last
seven quarters.

e Down 13.0% since late 2022.

* Fell 1.8% in the year to December
2024 but lifted 1.6% in the quarter.
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Underlying inflation remain elevated

CPl just above zero, trimmed mean far more robust
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Underlying inflation stood at
4.4%/yr in Dec 2024 quarter.

1. The headline CPI was running at
0.7%yr pace in December, led by
4.8%yr rise in food & non—
alcoholic beverages and smaller
decline in alcoholic beverages,
tobacco & betel nut of =9.5%yr,
compared to —16.8%yr pace of
decline in September.

2. Underlying inflation remains
solidly above the Bank of PNG's
target range.

3. Headline CPIl excluding seasonal
items was running at 5.3%yr pace
in December.

4. Excluding seasonal items,
customs excise and price controls
it was even faster at 6.4%yr.
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PNG real economic growth

Resources a swing factor but domestic demand matters
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The National Statistical Office
(NSO) revised up 2023 growth
to 3.8% from 3.0% at November
due to an underestimation of
crude petroleum & natural gas
production. Initially reported as
declining by 3.0%, this sector
grew by 1.2% in 2023.

The higher base for 2023,
better-than-expected
performance in key sectors and
data for the first three quarters
of the year points to 4.3%
growth in 2024, up from our
earlier estimate of 3.7%.

Due to the base effect of a
stronger 2024, 2025 has been
revised down to 4.1% from 5.1%.

Santos completed the Angore
project, boosting gas reserves
and maintaining export
momentum. Gold production
and exports significantly
increased in 2024.
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PNG Trading Partner Growth Forecasts

Global & Trading Partner Growth Forecasts

_ 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027

World Economy

US b8 1.9 2.5 2.8 2.0 2.0 1.8
Eurozone 5.9 3.4 0.4 0.7 0.9 1.0 1.2
Australia 5.5 3.9 2.1 1.1 2.0 2.2 3.2
New Zealand 5.6 2.4 1.8 -0.5 0.8 2.8 3.1
Japan 2.6 1.0 1.9 -0.1 1.2 1.0 0.8
China 8.4 3.0 b.2 5.0 4.8 4.5 4.4
India 9.7/ /.0 /.8 0.0 0.0 6.5 6.3
Sources: Macrobond, Westpac Economics.
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PNG Economic Forecasts

PNG Economic Statistics

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

Money supply (% year) 13.4

Private Sector Credit (% year) 4.0 4.2 2.5 6.9 19.0 11.5 12.3
Current Account (K millions) 18,522 17,281 12,222 23,797 18,121 21,664 26,064
Gross International Reserves (K millions) 7,880 9,437 11,369 14,226 14,425 13,285 15,969
Total Imports Cover (months) 5.0 7.4 54 5.9 6.7 7.3 6.5
Non—mineral imports cover (months) 8.2 11.8 8.4 8.1 13.0 13.3 104
Headline inflation (% year) 2.7 5.1 5.7 3.4 3.9 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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