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This concept note has been developed by PNGX Markets (PNGX), PNG’s
national stock exchange, PNG Digital ICT Cluster and Emerging Venture
Management Pty Ltd (Unkapt). They are the main founding proponents of
the Developing Financial Markets for Enterprises in the Pacific Islands
Initiative (DEFINE Initiative). This concept note aims to facilitate
discussion, information exchange and to develop a roadmap for parties
interested to contribute and further the DEFINE Initiative’s objectives.

A. DEFINE INITIATIVE
Developed by PNGX, PNG Digital ICT Cluster and Unkapt

DESCRIPTION
The objective of the DEFINE Initiative is to contribute to the development of financial
markets, products, and services for Sustainable Development Goals (SDG) -aligned
enterprises in the Pacific Island Countries (PICs), with the ultimate goals of diversifying
their sources of capital and enhancing access to finance.
Proposed activities of the DEFINE Initiative include:
undertake a regional study of the needs and challenges of SDG-aligned enterprises,
with recommendations to develop financial services, products, and markets, initially
focusing on Papua New Guinea (PNG) – see Terms of Reference (TOR) section
below;
if the findings of the study are positively conclusive, implement a proof of concept for
selected recommendations with the first roll-out phase in PNG;
assess the feasibility, and design, of a number of DEFINE programs (including a
public to private (P2P) investment fund) to facilitate investment in SDG-aligned
enterprises and build capacity;
upscale the recommended programs, including a phased regional roll-out; and
build stronger business links, including supply and delivery chains (generally or
capital) in the region.

TIMEFRAME
The study is expected to start in the fourth quarter of 2021 and be completed within a
four-month timeframe with relevant surveys and consultations conducted, feedback
incorporated, and all deliverables finalised. The proof of concept phase is expected to
start in the first quarter of 2022. While the impacts of COVID-19 may cause some
delays, the study and assessments will be undertaken remotely, using data, outputs, and
analytics obtained from domestically-based sources.

ADDITIONAL SUPPORT AND ASSISTANCE
The scope of the DEFINE Initiative envisages additional contributing parties joining
and/or collaborating to fund components and provide technical assistance. Such support
could be via financial or in-kind contributions to fund the study, drafting the roadmap,
supporting delivery of training programs, and establishing new markets.
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B. P2P INVESTMENT FUND
Facilitating capital flow from the public market to the private sector
The proponents of the DEFINE Initiative see the merits for an investment fund that can
enhance access to finance for SDG-aligned enterprises in PNG and subsequently across
other PICs.
Conceptually, the proposed structure will involve:
establishing an investment fund (Pacific P2P Fund) to draw in capital locally,
regionally, and globally for SDG-aligned private enterprises;
a technical assistance (TA) facility, to deliver pre-investment and post-investment
business advisory and related TA, supporting local SDG-aligned enterprises to
achieve financial and impact targets. TA may take the form of entrepreneurial
“bootcamps”, mentoring of young directors with a focus on women, “solvathons”, etc;
subject to the results of the study, it is proposed that the Pacific P2P Fund will be an
Australian managed investment trust (AMIT) managed by an Australian registered
charity. An AMIT structure will allow the Pacific P2P Fund to benefit from: (a) a
robust, globally-recognised trust regime; (b) flow-through treatment of the trust
distributions to the underlying investors; (c) tax neutrality for non-Australian
unitholders given no Australian-based investments will be made; and (d) a strong
governance structure;
the Pacific P2P Fund will have different classes of units, with each class having a
dedicated investment thesis (for instance class A units will be focused on Women-led
enterprises in PNG). This will provide flexibility to investors in choosing an
investment that best aligns with their investment philosophy;
each class of units will be listed on the PNGX for liquidity and to crowd in a broader
range of investors;
as a starting point, the Pacific P2P Fund will target investments in PNG;
the investment thesis of the Pacific P2P Fund will be debt, debt-like, and equity-like
investments in SDG-aligned private enterprises which demonstrate governance,
performance, return and impact potential with a special focus on Women-led
enterprises, clean energy initiatives, agri-businesses, and businesses in the ICT
sector. Vending-in of existing assets by current investors in exchange for Pacific
P2P Fund units will also be considered; and
the Pacific P2P Fund will establish, implement, and maintain a detailed Environment,
Social & Governance Management System in relation to its underlying investments to
ensure that its investee firms are meeting their ESG KPIs and provide the necessary
accountability at the different levels.
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Schematic 1: Segregated portfolio investment fund
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Schematic 2: Underlying investment structure
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C. OTHER PROGRAMS
PROGRAM

STREAM

STAGE

DESCRIPTION

Machine
learning credit
assessment

Financing

Pre-deployment

To assist financial institutions in
enhancing their credit assessment
capabilities by localizing and
implementing a machine learning
credit assessment 'engine'.

Private Offer in
Listed
Instruments
(POLI)

Financing

Deployment

POLI offers a faster route to
market to undertake private
placement for wholesale bond
issuance to eligible investors and
can be traded by the latter.

Unkapt private
placement
platform (UPPP)

Financing

Deployment

UPPP is complementary to PNGX
and GroMaket in that it seeks to
accelerate cross border private
investments by streamlining the
investment process.

GroMaket

Financing

Conceptual

The GroMarket is a parallel
investment board to PNGX
whereby it will target smaller
enterprises and connecting same
to investors.

Movable and
intangible
(MINT) assetbased financing
scheme

Financing

Conceptual

To structure a loan product using
movable or intangible assets as
collateral and using the personal
property security regime as an
enforcement mechanism.

Microfinance
Collective Bond
(MiC Bond)

Financing

Conceptual

To pool together a number of
microfinance institutions (MFIs)
and undertake capital raising on
an aggregated basis for the
underlying MFIs.

Capacity
building

Technical assistance Conceptual

Training and upskilling
Investment & export readiness
Research and development
Policy formulation
Raising market awareness
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D. BACKGROUND
Challenges and Access to finance impediments
SDG-aligned enterprises in the PICs generally lack financial resources and access to a
sufficient customer base in their respective domestic economy to effectively scale and
grow their businesses. Access to traditional growth capital including debt and equity is
not only limited but often prohibitively costly due to factors such as inefficient legal and
regulatory policies, and inadequate financial markets. This is well documented in
numerous studies and reports. Equally, the contribution SDG-aligned enterprises can
make at both micro and macro levels of an economy is well known.
Impediments to the development of financial markets in the PICs and access to finance
by SDG-aligned enterprises include:
the high cost of credit based on the perceived higher risk and costs associated with
servicing SMEs – which is comparatively higher than servicing loans to larger
enterprises;
stringent credit policies by local financial institutions with over-collateralisation
required;
lack of conducive legal and regulatory frameworks to promote SME growth and
development;
concentrated financial services sector; and
lack of depth in the local capital markets which is further exacerbated by illiquid
secondary markets.
Developing a conducive business environment, improving the financial ecosystem,
facilitating access to finance, and creating regional connectivity are key priorities across
the PICs given the role SDG-aligned enterprises play in these economies.
SDG-aligned enterprises make significant contributions to the economic growth of a
country, create jobs, and are drivers of innovation. The better view is that an even
greater focus should be put on SDG-aligned enterprises to allow them to navigate the
headwinds created by the COVID-19 pandemic and to power the economic recovery of
the PICs.
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E. SDG TARGETS
Aligning the DEFINE Initiative with the Global Goals to prioritise
impact deliverables
SDG TARGETS
1. Create sound, development-oriented policy frameworks at the national and
regional levels to support accelerated investment and promote sustainable
development in the PICs.
2. Strengthen the capacity of domestic financial institutions to encourage and
expand access to banking and financial services for all, in particular women and
the vulnerable, and their integration into value chains and markets.
3. Implement conducive investment promotion regimes at national and regional
levels to encourage foreign investment.
4. Enhance the use of enabling technology, in particular information and
communications technology, to promote the empowerment of women.
5. Support domestic (financial) technology development, research and innovation.
6. Enhance domestic, regional and global partnership for sustainable development,
complemented by multi-stakeholder partnerships that mobilise and share
knowledge, expertise, technology and financial resources, to support the
achievement of the sustainable development goals in the PICs.
7. Enhance local and regional governance structures, including an oversight
committee for AMIT with effective internal procedures plus ongoing governance
training for enterprises.
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partnership.

F. TERMS OF REFERENCE
TOR for the regional feasibility study
The scope of the feasibility study is as follows:
undertake a stocktake of SME financing-related reports and initiatives in the region;
assess the supply and demand for capital for SMEs in the region, including
undertake an assessment of stakeholder’s actual and potential engagement and
existing debt, debt-like and equity-like products;
identify legal and regulatory impediments to financial market development in the
region;
provide recommendations for policies and actions which will contribute to the
development of financial markets and access to finance for SDG-aligned enterprises;
consider the Pacific P2P Fund and design a public to private investment structure,
based on an assessment of establishing such P2P investment structure. Explain the
merits and disadvantages of listing such a structure;
identify the most effective jurisdiction for the Pacific P2P Fund;
identify other (complementary) programs that can help to accelerate the development
of the public and private capital market(s) in the PICs (including common regulatory
framework / Pacific Islands financial services passport) / regional integration of
capital markets;
identify potential stakeholders and funding partners to participate in the proof of
concept and in the short to medium term roll-out of any recommendations; and
identify potential investors that would want to invest in the medium to long-term rollout of any of the recommendations.
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G. PROPONENTS
The proponents of the DEFINE Initiative are listed below.
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PNGX Markets - www.pngx.com.pg
PNGX Markets is the national stock exchange of Papua New Guinea with a
market capitalisation of K95.85 billion (USD27.3 billion). PNGX is
responsible for providing an orderly and fair market in relation to securities
that are traded through its facilities and for acting in the public interest
having regard to the need for protection of investors. PNGX is regulated and
licensed by the Papua New Guinea Securities Commission. PNGX is the
National Numbering Agency for Papua New Guinea.
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PNG Digital ICT Cluster - www.ictcluster.org.pg
PNG Digital ICT Cluster is a not-for-profit, membership-driven association. It
is a unique platform for innovation between business and university, and the
link to public authorities. Its goal is to stimulate a business environment
where technology provides important productivity and economic benefit for
the country. The cluster participation and sector coverage are respectively
as follows:
45 start-ups, 70 individuals and students, 10 large corporate support,
government public agencies, and academia participation and growing;
ICT, STEM, Biotech, Software Development, Telecommunications,
Creative Industries, Innovation, and Entrepreneurship.
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Unkapt - www.unkapt.capital
Unkapt is a Melbourne-based, globally operational private placement
marketplace operating in the private debt asset segment. It provides a nonequity, cross-border, online capital-raising platform offering investee firms
globally the opportunity to use innovative financing to raise capital among a
network of accredited investors. Our vision is to create a vibrant capital
market ecosystem that is easily accessible by investors worldwide and
investee firms in developing economies, thus providing investee firms with
the opportunity to make a meaningful impact domestically.
Unkapt personnel has undertaken several consulting assignments on behalf
of various development agencies with the main aim of enhancing access to
finance and increasing private sector investment participation.
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CONTACT DETAILS:
Frank Dunphy, Non-executive Director - PNGX: +61 427 888 724
Yanese Chellapen, Director - Unkapt: +61 412 399 376

frank.dunphy@pngx.com.pg
yanese@unkapt.capital

www.define.pngx.com.pg

