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Monthly Highlights

During February, PNG’s publically
listed companies, especially the
dual-listed companies, released their
financialresultsfor2022.Despite ofthe
challenging economic circumstances,
these companies delivered strong
financial performance.

Palm Oil rallied from January's
drop, closing +10.56% higher at
RM4,113/tonne. The growth was
supported by supply concerns, owing

Dove-17.29%

FX market turnover fell by -17.29% in
February. FX import orders continue
to increase while FX inflows decrease.
BPNG intervened in the market with
PGK350m, which helped to ease the
FX issue that restricted Puma Energy
from importing crude oil.

Yields on government Treasury
bills, particularly the  1-year paper,
declined faster than expected,
at an average rate of 6% during

Palm Qil to heavy rainfall and restrictive export February. The months' auctions were
péllCles in Indonesia - the top palm Down at 2.65% c?veIrSLljbscrlbed by PQKZ.Qéb, as
oil exporter. liquidity & demand remain high.
Coffee prices were up +4.47% to 190 The Kina Securities index, a measure
cents/Ib during February, extending of PNG's publicly listed companies,
its positive run on tight supply. Ki closed near flat in February, recording

Coffee This was due to heavy rainfall in Brazil ina a gain of +0.10%. Banking stocks led

and Vietnam.

Securities Index (KSi)

this growth.
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Market Commentary

Prime Minister provides an update on
Major Resource Projects

In his speech to the business community
during the 'Back-to-Business’ breakfast
hosted by the PNG Business Council,
Prime Minister Hon. James Marape,
provided some updates on major
resource projects in the pipeline: Papua,
P'nyang, Porgera, Pasca and Wafi-Golpu.
For Porgera, PM Marape said that all

parties were close to
finalizing arrangements
for the mine's recommencement.

Similarly, the State and Joint Venture
partners of the Wafi-Golpu project are in
the process of finalizing the agreed terms
before a Project Agreement is signed.
Meanwhile, for the major gas projects,
the Total-led Papua LNG is currently
undergoing its FEED phase, with reports
that a Final Investment Decision is
expected at the end of this calendar year,
followed by construction in the first half
of 2024. The Government also plans to
have the P'nyang project constructed
after the Papua LNG construction phase.
With respect to Pasca, the Prime
Minister remarked that even though
‘talks had stalled, the Government ‘was
confident that it would proceed to its
final conclusion’. PM Marape said the
Government's intention was to ‘stagger’
the capital-intensive construction
phase of these projects from 2024
to 2032. The total capital investment
for all five projects is approximately
USD$ 30 billion.

Fuel Crisis

The ongoing FX constraints led to
another fuel crisis as the country’s major
supplier, Puma Energy, rationed fuel
supplies to customers. According to
reports, Puma was unable to source its
crude oil imports due to the unavailability
of foreign currency. Air travel was also
affected, as Air Niugini's jet fuel stocks
were depleted, causing the airline to
halt its international flights indefinitely.
Even though the government through
BPNG intervened to resolve the matter,
limited FX continues to be a major
constraint on business activity in PNG.

PNG-Australia Ministerial Forum

A 17-Minister delegation, led by
Deputy Prime Minister John Rosso,
visited Canberra during February for
the 29th PNG-Australian Ministerial
Forum. Issues discussed included Cyber
Security, Forestry and labor mobility, with
improved visa access as a key priority.
Also during the forum it was announced
“PNG will receive almost PGK 4.2
billion from the Australian Infrastructure
Financing Facility for the Pacific’, which
includes about AU$790 million towards
supporting “major capital projects in
ports (AU$621 million), roads (AU$76
million) and electrification (AU$92
million) across PNG".
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Financial Reporting Season

The end of February is normally reporting
season for major PNG companies listed
on the PNG/ASX. Both BSP and KSL
announced their performance results
for 2022, as did Steamships. Overall, for
the banks, performance remained solid
amidst the Government’s announcement
of a new Corporate Income Tax rate
for commercial banks. BSP's Board
announced a statutory profit of PGK1.1b,
with shareholders expected to receive
a dividend yield of 13.59% based off
its PNGX share price of PGK12.80.
Kina also posted solid returns, with a
dividend announcement of 5.8% for its
shareholders.

Steamships also announced that it had
an ‘improved year in 2022, compared
to the prior corresponding period. The
company's sales revenue, on a continuing
basis, increased 12% to PGK631.3
million, against last year's PGK563.9
million, with improved revenue across
the various businesses. A final dividend
of PGKO0.70 per share has been proposed
and will be paid following approval at the
Board of Directors meeting on 15 June
2023, subject to Steamships’ ability to
secure foreign exchange for its non-PNG
resident shareholders.
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Kina Bank Outlook

Annual Superannuation Results
looking modest

Superannuation  Funds  will  be
announcing their investment returns
to their members’ contributions for
2022. Nambawan Super Limited (NSL)
indicated in a press statement that
its 2022 results were challenging.
According to NSL CEO - Paul Sayer,
investments have ‘come under pressure
due to a combination of high inflation,
supply chain disruptions, rising fuel
costs and energy prices, the Additional
Company Tax on BSP,  monetary
policy tightening by Central Banks
in major markets, but falling yields
on local fixed income investments.

PNG FX Market

The FX market in PNG fell behind
expectations of an increase from
January. The average month-on-

month increase for the same period
in the past 2 years was +16%, but
total FX transactions in February saw a
-17.29% drop from the month before,
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Major Economic Announcements due
end of March

As per the Government’s mandate on
major fiscal and monetary policy, a
couple of key documents are expected
to be released atthe end of March, which
will provide more insightinto the current
state of the economy. On the fiscal
policy front, the Treasurer is expected to
release the 2022 Final Budget Outcome
(FBO). This document is required under
the Fiscal Responsibility Act 2006 to be
released at the end of the first quarter.
The timely and accurate release of
this important fiscal document will
demonstrate the current government'’s
economic management credentials,
particularly on accountability and
transparency - traits they claim have set
them apart from previous Government's
economic management style.

at about PGK3.11 billion. A drop in
commodity prices and export volumes
are among some of the factors owing
to the decline.

BPNG

For February, intervened in

The other major announcement at the
end of March will be the Bank of PNG's
6-monthly Monetary Policy Statement.
This will be the first statement released
under the recently appointed Acting
Governor, Elizabeth Genia, as well as the
new BPNG Board that was appointed
following the recent reforms to the
Central Banking Act 2000. A major point
for discussion, particularly within the
business community, will be the Bank’s
announcement on its current level
of foreign reserves. PM Marape
mentioned that the reserves were at
record levels to support the country's
importrequirements. However, giventhe
recent Puma Energy saga, the business
community is eager to see the Central
Bank’s trajectory of FX reserve levels,
as well as whether or not there will be
any major changes or announcements
on the current management of FX
intervention to avoid similar issues in
the future.

million, much of which was directed to
resolve the FX issue with Puma. BPNG
continues to intervene in the market,
however, many experts argue that a
more sustainable solution needs to be
in place, to ensure that supply for FX

the market with around PGK350 meetsthe demand inthe market.
Apr May Jun Jul Aug Sep Oct Nov Dec
2023 @ 2021 2022

As the regulator, BPNG normally intervenes with the FX market
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PNG Equities

It is the time of the year where PNG's  Other companies such as Santos
publicly listed companies normally start ~ Limited, Newcrest Mining Limited, and
to release their full year financial results ~ Steamships  Trading Company  Limited
for the previous year. Amidst challenging ~ also announced strong results for 2022.
economic circumstances, PNG's publicly ~ You can find the full reports for thgse
listed companies did well by reporting ~companies on the  PNGX  website.

strong financial results for 2022. These Click Here
results demonstrated how disciplined
and robust these companies are in
terms of their operations, management,
strategy and balance sheets. PRICE* MONTH YOY YTD
. . PNG Stock Exchange (PNGX)

In the financial sector, PNG's two largest

g . g g Credit Corporation PNG 1.90 - 0.00% 1T 188% - 0.00%
commercial banks: BSP Financial Group
Limited and Kina Securities Limited saw  City Pharmacy Limited 0.95 . 000% - 000% - 000%
increases in their respective NPAT of _ -
PGK1.08 billion (+0.50%) and PGK106.2 Kina Securities Ltd (kst) 2.75 vooo180% Vo 520% Vv -1.8%
million (+10%). BSP also announced a BSP Financial Group Ltd (8sp) 12.80 AR 3.10% D 450% 3.1%
final dividend of PGK1.40/share, which Australian Securities Exchange (ASX)
brings the total dividend to PGK1.74/" i1, securities Ltd sy 080 1 46% v -1060% T 460%
share with a dividend yield of 13.59% o
 Batedhon theralbsing aiare orice of BSP Financial Group Ltd (8FL) 5.20 0 145% 1T 40% T 1450%

g p
PGK12.80 on PNGX. KSL shareholders Newcrest Mining Ltd (vem) 22.54 N 1.0% voo1190% N 1.0%
are also expecting to receive a final Santos Limited (s70) 7.00 vooa50% v 360% v -1.50%
dividend of 16 toea/share in April. PNG Market Indices
The total leldench for thg year s éround - 628772 N 010% D 740% D 001%
26 toea, along with a dividend yield of
9.45% - based on the closing share price KSHi 1558473 - 000% T 1170% T 000%
of PGK2.75 on PNGX. *PNGX prices in PGK; ASX prices in AUD.
(]

PNG Cash & Fixed Income
February saw a continued downward
trend across all government Treasury
bills. Rates have been falling faster than 4,000
expected, at an average rate of 6%. In 4.0%
contrast, rates in 2022 were falling at an %
average rate of 3%. The 364-day term >
paper closed the month down at 2.65%, c %
losing more than 20 basis points (bps) jé o
from January. Similarly, the 273-day and E 200 2.0% -<o
182-day papers ended the month down O k]
at 2.20% and 2.02% respectively. )
The government raised around PGK2.16 2
billioninFebruary,whichisapproximately
53% higher than the amount raised 10 0.0%
in  January  2023.  Nonetheless,
oversubscription on weekly auctions 182 273 364
still persist, with the overall auctions in Term/D
February oversubscribed at PGK2.06 erm/Lay
billio‘n, as de.man,d fOI’T—bI”S remain hlgh @ Amount Offered (K'm) Bids Received (K'm)
consistent with hlgh quUIdlty' Successful Bids (K'm) e Weiahted Averaae Yield
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https://www.pngx.com.pg/category/company_annoucements/
https://www.pngx.com.pg/category/company_annoucements/

International Equities

During February, a confluence of Price MONTH YOY YTD

events such as interest rate hikes,

strong corporate earnings reports, North America

along with U.S economic data and  pow Jones IA 32,889.09 v 350% Vv 30% Vv -350%

China re-opening presented the

global equity market with a mixed bag ~ S&P 500 398224 v -2.30% vooo90% v -230%

of emotions. Inthe U.S, equity markets  NASDAQ 11,46698 v 1.0% Vv -166% Vv -1.00%

saw a huge sell-off after economic data

re-ignited fears that the U.S Federal ~loronto S&P/TSX 2026013 Vv -2.4% V4% Vo 2.40%

Reserve will keep interest rates higher ' Eyrope

for a longer period than previously

e ] FTSE 793511 AN 210% N 640% 1 2.10%
DAX 15,381.43 M 1.70% 0 6.40% M 1.70%

Meanwhile, European equities

extended  their bullish run  from  CAC40 729555 1 300% 1 9.60% 1 3.00%

January, buoyed by strong corporate | Asja

earnings - which offset concerns about o . N .

rate hikes by the European Central Nikkei 27,42396 /T\ 0.40% AR 3.40% /T\ 0.40%

Bank. Equities in Asia-Pacific closed  Hang Seng Index 1994351 ¥ -870% Vv 1220 Vv -870%

tt‘lfhrﬁs:gfeg'f:i fj;g:iﬁgigtﬁﬁgﬁ Shanghai Composite 325803 4  010% ¥ 590 4  0.10%

over China's economic recovery  Sensex 59,288.35 ¥ -0.40% N 540 YV 0.40%

after the country abandoned its zero ggp/xcx 209 722481 v 34% A 140 v 340%

Covid-19 policy.

Source: Reuters, JP Morgan & KFM

International Cash & Fixed Income

The international bond market saw Meanwhile in the UK., the 10-year
an increase in yields, as bond prices gilt yield climbed to 3.83%, hitting its
plummeted due to further rate hikes highest level since October 2023.

by the U.S Fed. January started the
year on a positive tone for bonds, as
yields dropped and stocks were up. 10 Year Government Bond Yields
However, February reversed hopes after
the release of retail & labor dataresulted  Rel@]VINUN:% YIELD MONTH
in the worst February performance for

bonds since 1981. Persistent inflation ~ United States 3.92% T 0.12% T 1.15% v -0.12%
and strong economic data caused  United Kingdom 383% 1 015% M 1.72% Vv -0.15%
investors to rethink their views on the ) . A o A v ¥ o
path of interest rates - seeing that rates Australia 3.85% 0.08% 0.78% -0.08%
would keep climbing and most likely  New Zealand 457% 1 010% 1T 0.68% Vv -0.10%
stay there for longer. This further sent . " . o S .
stocks lower and Treasury yields higher. France 3.12% 0.13% 4.16% -0.13%
The 10-year U.S. Treasury yields closed  japan 051% 1N  003% 1T 166% 1 0.03%

February at 3.92%, almost reaching its
highest level since November last year,
while the two-year yield hit a 16-year
high of 4.90%, taking the curve spread
to its most inverted point this cycle and
a multi-decade low of almost 90 bps.
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Commodities

Most segments of the commodity
market struggled to add points in
February, as investors feared that
Central Banks would continue their
interest rate hike cycle, which may
hurt global demand for commodities.
A higher interest rate environment
boosted the U.S dollar, which was
discouraging for traders outside the
U.S to buy into metals and energy
products. In addition, an increase in
U.S inventory, together with lower
global demand for energy due to mild
temperature during winter, weighed on
commodity prices.

Nonetheless, the agriculture market
was the top performer for the month,
as prices for coffee (+4.54%), cocoa
(+6.47%), and palm oil (+10.56%)
closed off with strong gains on the back
of tight global supply. Traders were
worried that heavy rainfalls in tropical
regions, together with the lack of
fertilizers and pesticides caused by the
war, would affect the quality and output
of these agricultural commodities.
Moreover, restrictive export policies in
Indonesia, further added to the supply
pressure, hence a strong gain in palm
oil prices.

Together it's possible

PRICE (USD)
Agriculture
Coffee (Us cents/ib) 190.00
Cocoa (US$/mt) 2,748.00
Palm Qil (Rm/tn) 4,113.00
Energy
Brent Crude (uss/bbl) 83.89
LNG (us$/mmBtu) 14.36
Light Crude WTI Futures (uss/bbl) 77.05
Precious Metals
Gold (uss/oz) 1,836.70
Silver (uss$/oz) 21.07
Base Metals
Copper (uss/ib) 4.09
Iron Ore (us$/mt) 119.17
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Disclaimer

General Disclosure

This report is for our clients only.
All information contained herein is
obtained by Kina Funds Management
Limited (KFM) and/or Kina Group of
Companies (Kina Group) from sources
believed by it to be accurate and reliable.
Whilst every care has been taken in
the compilation of this Report and all
information is believed to be accurate,
No liability is accepted by KFM and/or
Kina Group or its subsidiaries, or any of
their officers, employees or agents for
any errors or omissions in this Report.
All information is provided “as is” without
warranty of any kind and KFM and/
or Kina Group, in particular, makes no
representation or warranty, express or
implied, as to the accuracy, timeliness,
completeness, merchantability, or
fitness for any particular purpose of
any such information. Opinions and
recommendations are subject to change
without notice and cannot be relied
on without independent confirmation.
This report is not an offer to sell or the
solicitation of an offer to buy any security
in any jurisdiction where such an offer or
solicitation would be illegal. It does not
constitute a personal recommendation
or take into account the particular
investment objectives, financial situations,
or needs of individual clients. Clients
should consider whether any advice
or recommendation in this report is
suitable for their particular circumstances
and, if appropriate, seek professional
advice, including tax advice. The price
and value of investments referred to in
this research and the income from them
may fluctuate. Past performance is not
a guide to future performance, future
returns are not guaranteed, and a loss of
original capital may occur. Fluctuations
in exchange rates could have adverse
effects on the value or price of, or income

derived from, certain investments.
Certain transactions, including those
involving futures, options, and other
derivatives, give rise to substantial risk
and are not suitable for all investors.
This document is confidential
and intended only for authorised
clients of KFM and/or Kina Group.

Conflict Disclosure

KFM and/or Kina Group, its Directors,
officers, employees or agents may own
shares in the Companies stated in this
Report, but under no circumstances shall
KFM and/or Kina Group have any liability
to any person or entity for (a) any loss
or damage in whole or in part caused
by, resulting from, or relating to, any
error (negligent or otherwise) or other
circumstances or contingency within or
outside the control of KFM and/or Kina
Group or any of its Directors, officers,
employees or agents in connection with
the procurement, collection, compilation,
analysis, interpretation, communication,
publication, or delivery of any such
information, or (b) any direct, indirect,
special, consequential, compensatory,
or incidental damages whatsoever
(including without limitation, lost profits),
even if KFM and/or Kina Group is advised
in advance of the possibility of such

damages, resulting from the use of or
inability to use any such information. Past
performance of Companies reviewed
herein are not, and should not be held
as indicators of the of the entities future
performance. The information contained
herein is, and must be construed solely
as, statements of opinion and not
statements of fact or recommendations
to purchase, sell or hold any securities.
KFM and/or Kina Group may seek to do
business with companies mentioned
in research reports. Accordingly, KFM
and/or Kina Group employees and/
or directors may have a conflict of
interest. Investors should be aware of
this potential for conflicts of interest,
and should consider KFM and/or Kina
Group research reports as just one
aspect of their investment decisions.



