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Chairman’s Report

KINA ASSET MANAGEMENT LIMITED has performed 

moderately for the year ended 31 December 2018 providing 

a portfolio return of 2.2% to our shareholders despite a 

challenging financial market environment during the year.

The company’s net assets stood at K61.4 million as at 31 

December 2018, a decrease of 3.2% from the previous year 

(2017: K63.4 million).

Net tangible asset backing per share as at 31 December 2018 

was K1.26, a decrease of 0.8% from the previous year (2017: 

K1.27), after payment of a half year dividend in 2018 of K0.02 

per share. The company’s net asset position and investment 

returns for the past five years are shown in Exhibit 1.0. 

EXHIBIT 1.0 – NET ASSETS & INVESTMENT RETURN

In my last report to shareholders, I noted that whilst Port 

Moresby had been a major beneficiary of infrastructure 

spending in preparation for the APEC meetings in November, 

the immediate opportunities were likely to be a one off boost 

and that the national economy would continue to remain 

subdued in 2018.

The earthquake in the PNG highlands in February caused 

enormous devastation to lives, the environment, and the 

national economy, with the resources sector already grappling 

with the declining markets for PNG’s key commodity exports.

Internationally, the year began with an uncertain geo-political 

outlook balanced by generally strong economic fundamentals. 

The company was well-positioned with a strong liquidity 

position to protect it from a rising US Dollar as US authorities 

continued to raise interest rates and withdraw post-GFC 

monetary stimulus.

EXHIBIT 2.0 – EARNINGS & DIVIDENDS PER SHARE

Shareholders will be well aware of the increasing volatility in global 
financial markets during 2018, and the negative implications for 
investment returns. The company has performed respectably well in 
these difficult conditions and is strongly placed for the future market.
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As I have noted in other remarks, 2018 saw the re-emergence 

of market volatility, and the year ended tumultuously for 

investment markets. In the US, equity markets (S&P500) 

fell 19.8% from their highs before closing down 13.5% for 

the year. Similarly, Australian equities fell 13.9% from their 

highs before closing down 6.9% for the year. The Managing 

Director’s Report outlines the impact of these market 

movements on the company’s investment portfolio in greater 

detail below. 

In the new-year, markets have rallied strongly in the first 

quarter, and many of the losses in 2018 have been recovered. 

The outlook remains uncertain, and as a result of the 

company’s modest investment return during the year, the 

directors have decided not to pay a final dividend for 2018. 

The company’s earnings and dividends history are shown in 

Exhibits 2.0 and 3.0

EXHIBIT 3.0 – 5-YEAR INVESTMENT PERFORMANCE

Later in this Report the company’s corporate governance 

policies – including the Board’s Code of Conduct and 

approach to Risk Management - are outlined in detail. The 

Company is committed to current best practice in corporate 

governance and these policies are reviewed each year to 

ensure they are reflective of that standard.

The Directory at the end of this Report provides contact 

details for the Company’s share registry. I would encourage 

shareholders to contact the share registry to confirm their 

bank payment details to ensure secure payment of their 

dividend entitlements.

I and my fellow directors thank you for your unwavering 

support and confidence in the Board and management of 

KAM. Uncertainty notwithstanding, KAM is well-positioned 

and willing to continue to uphold its commitment to you, our 

valued shareholder.

Sir Rabbie Namaliu, GCL, KCMG, CSM  

Chairman
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Managing Director’s Report 

Investment Performance

Kina Asset Management Ltd (KAM) recorded a net profit 

after tax (NPAT) of K0.1 million for 2018, a decrease of 98.6% 

compared to the previous year.

The company’s investment return of 2.2% for the year was 

achieved despite increasingly volatile market conditions, in a 

year marked by geo-political crises and a slowing global and 

domestic economy. The result reflects the company’s strategic 

investment approach which focuses on long-term holdings of 

leading businesses in PNG and Australia, generating strong 

returns in rising markets, and limiting downside risk in more 

challenging market conditions.

Main contributors to the result were:-

•  Capital loss of K2.7 million resulting from declines in 

the prices of most shares held by the company, with the 

notable exceptions of Bank of South Pacific, Kina Securities 

and CSL Limited  which rose by 8.3%, 27.5%, and 31.0% 

respectively over the year.

•  Dividend and interest income rose strongly to K4.2 million 

over the year. Key contributors to dividend income were 

Bank South Pacific (K1.8 million), Vanguard International 

and Credit Corporation (K0.6 million). Dividend income 

for the company’s Australian equity holdings totalled K1.0 

million

•  Currency exchange losses of K2.1 million arising from a 

6.1% appreciation of the PNG Kina against the Australian 

Dollar.

Asset allocation at year end was 40.2% invested in domestic 

stocks, cash and fixed income and 59.8% invested in 

international stocks and cash.

Key portfolio holdings at year end were Bank of South Pacific 

(BSP) at 23.4%, Vanguard International at 11.5%, CSL Limited 

at 6.5%, Oil Search at 5.7%, Mirvac Group at 5.5%, and Telstra 

Corp at 5.0%.

Cash holdings at year end stood at 14.1%, and the company’s 

fund manager Kina Funds Management is well placed to add 

to existing holdings, or exploit new investment opportunities 

as they arise in 2019.

EXHIBIT 1.0 – INVESTMENT PORTFOLIO AS AT  
31 DECEMBER 2018

The Company’s equity investments achieved mixed results 

against their respective benchmarks.

Domestic equities (13.0%) again outperformed the benchmark 

KSI Home Index (4.8%). ASX-listed equities and global equity 

funds generated negative returns for -6.4% and -3.5%, against 

their benchmark S&P/ASX50 and MSCI World ex-Australia 

index’s PGK-equivalent returns of 11.1% and -5.1% respectively.

Net tangible asset backing per share as at 31 December 2018 

was K1.26 (2017: K1.27) (post dividend), a decrease of 0.8% from 

the previous year, after payment of a half year dividend in 2018 

of K0.02 per share. The net assets of the company decreased by 

3.2% to K61.36 million (2017: K63.41 million). 

2018 was another challenging year for KAM, with the company reporting 
a respectable return of 2.2% in an increasing volatile global market 
environment towards the end of the year. The company is well-placed to 
deliver strong returns as future market conditions improve.

Investments % of Portfolio
Domestic
Cash 0.6%
Fixed Income 3.0%
Equities

Bank South Pacific Limited 23.4%
Credit Corporation Limited 3.7%
Kina Securities Limited 3.0%
City Pharmacy Limited 0.8%
Oil Search Limited 5.7%

Total Domestic Portfolio 40.2%
International
Cash 13.5%
Equities

ANZ Bank Limited 3.6%
National Australia Bank Limited 2.8%
Westpac Bank Limited 2.9%
Mirvac Group 5.5%
Transurban Group 4.6%
CSL Limited 6.5%
Telstra Incorporation Limited 5.0%

Global Index Fund

Vanguard International Shares Index Fund 11.5%

iShare Wholesale Index International Equity Fund 3.9%

Total International Portfolio 59.8%
Total Portfolio 100.0%
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As a result of the modest investment return during the year, 

the directors have decided not to pay a final dividend for 2018. 

Having paid an interim dividend of 2 toea per share in October 

2018, the total dividend for KAM shareholders in 2018 will be 2 

toea per share.

Investment Strategy

As a long term investor KAM is generally not a trader of the 

securities that make up its portfolio. KAM takes a long term view 

of markets and investments and sets its portfolio accordingly.

During the year, the company increased its holdings in Telstra, 

Credit Corporation, Kina Securities and Oil Search. Other 

Portfolio activity included a more aggressive approach to 

internal cash placements to maximise returns whilst new growth 

opportunities were being evaluated

Overall, the company’s transaction activity was light, reflecting 

the view that markets were approaching full value as geo-

political and economic head winds saw the inevitable return of 

market volatility.

Investment Portfolio

BSP continues to maintain its position as the biggest driver of 

the Company’s investment performance, with a total return of 

22.2%. This return was attributable to an 8.3% increase in share 

price, and a dividend yield of 13.9%. BSP is the company’s 

largest investment, representing 23.4% for the portfolio at year-

end.

CSL Limited (ASX) continues to be the best performing stock in 

the international portfolio, and the only stock to report positive 

returns for 2018, with a total return of 25.1%.

The portfolio’s Australian bank holdings - NAB, Westpac, and 

ANZ – generated impressive dividend yields of 6.5%, 5.8% and 

5.4% respectively but capital losses pared back total returns.

In PNG, Oil Search and Credit Corporation generated dividend 

yields of 1.3% and 8.9% respectively, but capital losses drove 

the total returns for both stocks into negative territory.

Our Global Managed Funds also reported negative total returns 

despite good dividend yields, Vanguard International Shares 

Index Fund -2.2%, and Blackrock Wholesale. 

EXHIBIT 2.0 – KEY SHARE RETURNS FOR 2018

Summary
2018 was a challenging year for KAM and our shareholders. Whilst 
there were mixed results for individual stocks, the company’s 
overall performance was respectable given market conditions.

We remain optimistic that despite the many challenges faced 
domestically and internationally that KAM will continue to 
deliver positive results to its shareholders over the long-term. 
The company has invested in leading businesses, is financially 
robust, and holds high levels of liquidity to take advantage of 
market opportunities.

KAM’s shares on POMSoX continue to trade at a discount of 
between 20% -30% of the Net Tangible Asset (NTA) value of 
the company, and supports our view that the company remains 
undervalued.

EXHIBIT 3.0 – SHARE PRICE DISCOUNT TO NTA

Finally, I would like to thank you, our valued shareholders, for 

your continued confidence in the company, and we assure you 

that we will maintain a proactive approach to the management 

of KAM in the pursuit of sustainable growth.

Sydney George Yates, OBE

Managing Director
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Statements of Comprehensive Income
for the financial year ended 31 December 2018

Consolidated  Company
2018 2017 2018 2017

Note K K K K
Continuing operations

Revenue 3(a) 4,290,857 3,851,025 3,363,624 3,643,870

Changes in fair value of financial assets 8 (2,788,608) 4,978,656 - -

Exchange gain/(loss) (162,886) 699,493 - -

Net income 1,339,363 9,529,174 3,363,624 3,643,870

Directors' fees 16 (165,000) (105,000) (165,000) (105,000)

Insurance (53,485) (86,968) (53,485) (86,969)

Management fees 17 (459,386) (444,172) - -

Share registry fees (143,625) (134,624) (143,625) (134,624)

Other operating expenses 3(b) (189,800) (264,132) (149,133) (250,932)

Profit before tax 328,067 8,494,278 2,852,381 3,066,346

Income tax expense 6 (208,935) (140,193) (93,475) (35,245)

Net Profit/(loss) for the year 119,132 8,354,085 2,758,906 3,031,101

Other comprehensive income - - - -

Total comprehensive income for the year 119,132 8,354,085 2,758,906 3,031,101

Earnings per share

Basic (toea per share) 9 0.2 17

Diluted (toea per share) 9 0.2 17

Notes to the financial statements are included on pages 22 to 31.

Consolidated  Company
2018 2017 2018 2017

Note K K K K
Assets

Cash and cash equivalents 12 8,543,950 11,676,441 132,209 59,732

Current tax receivables 148,718 218,320 - 28,533

Other receivables 4 462,460 1,461,534 321,773 688,967

Financial assets

Fair value through profit or loss 8 50,629,192 48,502,868 - -

Held to maturity 8 1,806,285 1,818,970 - -

Investment in subsidiary company 11 - - 1 1

Due from related parties 17 - - 48,202,798 47,459,765

Net deferred tax assets 6 101,383 132,565 - -

Total assets 61,691,988 63,810,698 48,656,781 48,236,998

Liabilities

Other payables 7 214,014 357,617 115,454 315,355

Current tax liabilities 63,518 - 63,518 -

Net deferred tax liabilities 6 55,744 46,331 10,761 46,331

Total liabilities 333,276 403,948 189,733 361,686

Net assets 61,358,712 63,406,750 48,467,048 47,875,312

Equity

Fully paid ordinary shares 5 48,818,301 48,553,544 48,818,301 48,553,544

Accumulated gain/(loss) 12,540,411 14,853,206 (351,253) (678,232)

Total equity 61,358,712 63,406,750 48,467,048 47,875,312

Statements of Financial Position 
as at 31 December 2018



Kina Asset Management Limited is a registered company under the  

Papua New Guinea Companies Act 1997 and is incorporated  

and domiciled in Papua New Guinea.

Registered Office  Level 9, Kina Haus 
Douglas Street 
(PO Box 1141) 
Port Moresby 
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Papua New Guinea
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Secretary  Sydney George Yates OBE
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Kina Bank Limited, Papua New Guinea 
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Stock Exchange  Port Moresby Stock Exchange Limited 
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Share Registry  PNG Registries Limited 
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     Level 4, Cuthbertson House,  
Cuthbertson Street, Port Moresby  NCD

     PO Box 1265, Port Moresby  NCD,  
Papua New Guinea
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Fax: +675 321 6379 | Mb: +675 7601 7780
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