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Status of the Kina following the exchange rate reform

In 2023, the PNG Government entered a three-year International Monetary Fund (IMF) program to implement several
structural reforms as conditions for a US$918 million loan. One of the reforms was for the Bank of PNG (BPNGQG) to introduce
a flexible exchange rate with the objectives of restoring Kina convertibility and addressing persistent foreign exchange shortages.
To adopt a flexible exchange rate regime, BPNG has implemented the transitional arrangement since January 2024. Between
January 2024 and April 2025, the Kina depreciated by 8.2 percent against the United States (US) dollar.

The PNG National Research Institute (PNGNRI) Spotlight, Vol. 18, Issue 5, titled: “What has happened to the Kina since
the recent exchange rate reform?” by Dr. Thomas Wangi, provides insights into the exchange rate reforms, the movement of
the Kina, the impact of the exchange rate reform, and the suggested policy recommendations.

The Kina's depreciation has negatively influenced the decisions of individuals, businesses, and the government regarding
consumption, production, and external debt repayment. The positive benefits of depreciation are yet to be fully realised. In
addition, this depreciation is expected to continue in the medium term, in line with the terms of the loan agreement.

Here are some policy options to boost demand for Kina and support its value in the long run.

1. Create a conducive business environment to attract foreign investment by addressing key constraints such as law and

order issues, deteriorating utility services and poor infrastructure.

2. The government may support businesses operating in the non-resource sector with special incentives to encourage large-
scale production and downstream processing,.
Develop the domestic capital market to attract foreign investors.
Improve the process and enhance participation in labour mobility opportunities available in Australia and New Zealand
to boost remittances.
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5. Improve tourism activities by addressing constraints such as security issues and the high cost of domestic travel.

The Media Release can be accessed on the PNGNRI website https://www.pngnri.org.
Also, follow discussions and updates on the reports on our social media pages:

Facebook: https://www.facebook.com/pngnri
Twitter: https://twitter.com/pngnri
LinkedIn: https://www.linkedin.com/company/national-research-institute-of-papua-new-guinea-nri-/

For enquiries, please contact Samuel Kehatsin on Tel: 326 0061 or Email: Samuel.Kehatsin@pngnri.org.
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