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Facing Tomorrow Today

Session 5: Investment - How are we doing?

“The future of Fiji and the Pacific is in (all) our
- The Bamdsperience

Greg Watson, Country Manager BSP Fiji
1st December, 2009
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BSP is known as a locally-owned PNG bank but, in
our home in the Pacific, is in the same league as

Australian banks: for example.....

Note *: these figures do not yet include those from Colonial group in Fiji EEE
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BSP in PNG is bigger than all other banks
combined, and by comparison with the Fiji market
BSP is bigger than the entire Fiji banking system
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N 1s bigger than the Australian banks combined, both in PNG and in Fiji

Deposits
Fji FID m
Aust. bank 1,400.0
Aust. bank 036.6
Combined 2,336.6
Deposits
PNG FJD m
BSP 4.306.0
Jun 09 ASSets
FJD m
Fiji banking
system 4,207.0
5,071.4
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However, the BSP journey from PNG to Fiji has
not been an overnight one...

» BSP developed its Fiji strategy in 2004

 In 2005 Board of BSP signed-off the pursuit of various opportunities that we had
become aware of, for entering Fiji in a number of different ways

» Advanced discussions led to the conclusion that one of the options, although sub-
optimal, was the opportunity for “dipping a toe in the water” in Fiji

* In late 2005/early 2006 in parallel with commercial negotiations, we commenced
regulatory discussions to gauge the likely acceptance of the various alternatives
that we had been pursuing

* Once we were aware that regulatory approval would likely be forthcoming, based
on the numerous discussions and disclosures that we had by then made to date,
we continued pursuit of our commercial negotiations to take over an existing small

bank in Fiji (the smallest)

* By mid 2006 we had a MOU,; by late September 2006 we had a Sale and Purchase
Agreement ;:a;:;
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But the journey had only just begun...

* In early October 2006 right after my first FABC (joint) meeting, held on the
Sunshine Coast, | undertook the due diligence for BSP and we lodged applications
with FTIB and with Reserve Bank of Fiji (RBF)

» By early December, 2006 we had our banking licence application approved, and we
moved to completion notwithstanding the events of 5/6 December

* On 18 December, 2006 we opened for business with one branch, in Suva. In
February, 2008 we opened a further branch in Nadi

* In January, 2009 we sadly lost our Nadi branch to the floods, but this branch has
since been rebuilt above the likely height of any future floodwaters

» Subsequently, we brought into Fiji a further FJD 15 million in capital, and are an
extremely well-capitalized bank by both local and international standards

 In June 2009, as many of you will know, we announced that an indicative non-
binding offer had been made to CBA in Australia to take out their shareholding in

the Colonial group in Fiji. Due Diligence then commenced -
==

» Although we again consulted widely, as at 1 December, 2009 regula:fofy%pproval

has still not been received. S==




So where does that leave us now?

» BSP has very nearly acquired a Fiji domiciled entity comprising:
« An insurance company whose history stretches back 133 years in Fiji
» A bank established in 1976 that, as the former Savings Bank of Fiji, had been around
from 1907. In 1998 the National Bank was divided into a “good” bank and a “bad” bank,
and in 1999 Colonial Group in Fiji took a controlling interest in the “good” bank

» Many banks have in the past come to Fiji and then left — but we are here to stay,
and we hope that people might finally be starting to accept our word on that!

» 3 years on, we have some runs on the board, but we have learned a lot about what
it takes do business in Fiji. You could say that some things are not ideal, and
examples of this have included:

 Late 2006/early 2007 rates went on a rollercoaster ride, as deposit rates were
for a time higher than lending rates

 Credit ceiling on lending (only lifted recently)

* Liquidity crises: too little/too much — neither good for customers nor banks

» Cap on lending rates to December 2008 levels (only lifted recently)

» Cap on interest “spread” between deposit and lending rates (only lifted
recently). However, all banks are not the same

» Banks compulsorily required to have a “Local Advisory Board

» Banks compulsorily required to provide “Microfinance”
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Meanwhile we have learned some lessons...

People in Fiji, as in PNG, are resilient. Times can be tough. As a business you need
to be patient and persevere. There is really nothing unique about that

Formulate your strategy and stick to it, but be prepared for surprises in the interim

Expect that business costs will be more expensive than you had planned; allow for
additional costs especially for professional service fees

Become as efficient as possible

Do not expect incentives, if your business cannot survive without them you should
not be here

Cover all risks through comprehensive insurance

Prepare and regularly test contingency plans: expect the unexpected
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But why do we remain so optimistic?

Others talk about the problems but we talk about the opportunities of Fiji, which has:

A location at the geographic crossroads, and right on the communications
backbone of the Pacific

Proximity (comparable flying time) to PNG and Australia, and even closer to
New Zealand — markets totaling >33 million

Relatively robust and stable utilities/infrastructure

Well established education system, including widespread participation in and
respect for the value of education

A unique set of skills and competencies both at the entrepreneurial and
workforce level

A demonstrated level of resilience and flexibility matched by few countries in the
region

Very well connected at the human level, to the two most advanced economies in
our part of the world, Australia and NZ

A relatively benign climate with fertile soil and quite low population density
(46.4/Km2 vs Singapore 6,814/Km?2)

S&P Credit Ratings: Australia is AAA, but PNG is BB- and B+
whereas Fiji is B and B- . No credit issues there for us!
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Competition is tough in Fiji so we will simply
create new markets with new products...

« BSP in Fiji will achieve sustainability by meeting the competition head on while
continuing to be a good corporate citizen of Fiji - we care about our business as
much as our social responsibilities, (as we do elsewhere in the Pacific)

* BSP is planning to give priority to financial inclusiveness, leveraging our PNG
expertise to date in cost-effectively using technology, including SMS banking,
GPRS enabled ATMs and EFTPoS etc to reach out to low income households in
remote/rural areas on the mainland and in the outlying islands of Fiji. This is an
important part of our strategy

* BSP in Fiji is also planning in the first six months of operation with the merged
Colonial Bank, to give these technology-enabled initiatives a higher priority than
any other as we go forward

» We will partner with others to build our business where required

How are we doing? We will let our present and future customers decide that. Why
not join us?
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e Facing Tomorrow Today it is something often easier said than done. As
businesses, we already try to plan ahead. To do this properly, we have to
make some determination of what challenges or issues await us. In a wide
sense, however, what does this actually mean?

 What are the future challenges? What will the business environment be lik
In the medium to long term? What can we do now, to mitigate the risks the
lie ahead”? How can we position ourselves to take advantage of the trends
This forum will focus on what challenges lie ahead and will draw on
renowned experts in green technology and practice, economists as well a
Government to help us identify what we need to be doing today to take
advantage of what lies ahead. Global, regional and local perspectives on
this and more is essential to get that better understanding and enable us t
prepare today

i)

} I}

[} )|
'} I



