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HALF YEAR RESULTS - 30th June 2020
Sir Kostas Constantinou, OBE, Chairman, Board of Directors, Bank of South Pacific Limited
(BSP) today released the BSP Group results for the half-year ended 30 June 2020.
Movement restriction measures introduced by all governments in the region to reduce
the risk of transmission of COVID-19 has significantly impacted economic activity in all
countries in which BSP operates. All of our businesses have been affected with lower
transactional banking activity, reduced foreign exchange, contractions in net interest
income margins and additional lending provisions.
•

The Group recorded a consolidated operating profit after tax of K381.9 million for the
2020 half year, a 12.2% decrease on the consolidated 2019 operating profit after tax
of K434.9 million for the comparative period. The lower profits were significantly
influenced by reduced income levels due to the impact of COVID-19 movement
restrictions and higher debt provisions taken up as a consequence of the changed
credit risk profile of borrowers and macroeconomic indicators in all countries across
the region that reflected contractions in economic activity. These were partially offset
by savings in operating expenses.

•

Total Group revenues have decreased against the corresponding period by 1.6% due
to the reduction in BSP PNG’s indicator lending rate of 1% and overall lower
transaction activity across all entities due to COVID-19. This was partially offset by
increased income from portfolio growth over the last 12 months.

•

Revenues across the Group from foreign exchange income declined from K160.8
million to K145.2 million, with international travel restrictions resulting in significantly
lower scheme card based activities.

•

BSP bank’s underlying growth was impacted, total assets of the bank at the half year
2020 of K22.2 billion compared to K21.9 billion in 2019. Gross loans and advances to
customers grew by K47.4 million to K12.5 billion. Customer deposits have increased
by K166.9 million to K18.1 billion, driven by additional liquidity injection by regulators
to stimulate economic activity.

•

The Group’s operating expenses have decreased by K6.5 million, reflecting strong cost
containment measures across all businesses to mitigate the short-term COVID-19
related impacts on income levels. The cost to income ratio for the Group is at 38.5%,
in line with the same period last year. The Bank’s cost to income ratio is 37.0% versus
36.4% in 1H-2019.

•

Total provision charges for 2020 half year were K111.5 million, an increase of K61.1
million from K50.4 million in 2019. The increase was due to higher Point-In-Time
Probability of Default rates, which were impacted by deteriorating macroeconomic
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factors and the change in risk profile of borrowers affected by COVID-19 related
downturns. As a consequence, total balance of bad and doubtful debt provisions
increased to K788.6 million from K700.6 million in 1H-2019.
•

The Group’s capital base remains strong. Total capital adequacy at 1H-2020 is 21.3%,
a slight reduction from 22.0% at December 2019, reflecting the impact of the K451.4
million final dividend payout on 19 June 2020. The capital adequacy ratio exceeds the
minimum Bank of Papua New Guinea prudential requirement of 12.0%.

Sir Kostas Constantinou noted that BSP Group had provided support packages for many
banking customers since March 2020 and that dialogue with customers remain a key
focus for BSP. The Chairman expressed his appreciation to staff and management across
the BSP Group for the 1H-20 results, despite very difficult operating conditions.
Sir Kostas also announced the payment of an interim dividend for 2020 of 25 toea per
ordinary share, payable on 16th of October 2020.
The interim dividend of 25 toea per share represents:
• A gross interim dividend amount of circa K116.8 million (2019: K177.6 million)
• An interim payout ratio of 30.6%, (Interim 2019: 40.8%)
• An annualised yield on a current K12.00 share price of 10.08%, below recent prior
year averages of 12% due to the impact of COVID-19.
Timing of the dividend payment is as follows:
• Ex-date: Thursday 1st of October 2020
• Record date: Wednesday 7th of October 2020
• Payment date: Friday 16th of October 2020
Sir Kostas added that the Board gave due regard to the impact of COVID-19 on BSP’s
financial position before approving the interim dividend, in line with BSP’s dividend policy,
stress tests and capital soundness. BSP’s well-capitalised balance sheet enabled the
Board to approve a reasonable level of dividend payout despite fairly difficult economic
circumstances and enables BSP to fulfil its role in supporting our shareholders and the
broader economic recovery.
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