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Report of The Manager 

We have pleasure in presenting to you the Audited Financial Statements of First Capital Fixed 
Income Fund for the year ended 31 March 2026. 

Economic and Industry Overview 

The Sri Lankan economy continued its recovery during the year 2025/26, supported by sustained 
macroeconomic stability, improving investor confidence and continued implementation of 
structural reforms under the International Monetary Fund (IMF) programme. Economic growth 
moderated compared to the strong rebound witnessed during the previous year, the economy 
remained on a positive trajectory, supported by gradual improvements in private sector activity, 
tourism, remittance inflows and expanding domestic demand. 

During the year, Sri Lanka successfully completed the fourth and fifth reviews under the IMF 
Extended Fund Facility programme, reinforcing policy credibility and unlocking additional 
external financing. Continued progress in implementing fiscal reforms, together with the successful 
completion of external debt restructuring, strengthened investor confidence during the period. 
 

Inflation remained well below the Central Bank of Sri Lanka's medium-term target for much of the 
financial year owing to subdued domestic demand, favorable base effects and lower global 
commodity prices during the first half of the year. However, inflationary pressures gradually re-
emerged towards the latter part of the period following adjustments to administered prices, stronger 
private sector credit growth and rising global energy prices amid heightened geopolitical tensions. 
 

The Sri Lankan Rupee remained relatively stable throughout most of the financial year, supported 
by healthy foreign exchange inflows from tourism, workers' remittances and export earnings. 
Nevertheless, the currency experienced moderate depreciation during the final quarter of the year 
as global crude oil prices increased following escalating geopolitical tensions in the Middle East, 
leading to higher import expenditure and increased demand for foreign currency. 
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Gross official reserves continued to improve during the year, supported by sustained foreign 
exchange purchases by the Central Bank of Sri Lanka, continued multilateral disbursements and 
stronger tourism receipts. The improved external sector position contributed to maintaining 
confidence in the country's balance of payments despite increased import demand during the latter 
part of the year. 

        

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Central Bank of Sri Lanka maintained an accommodative monetary policy stance during the 
first half of the financial year as inflation remained subdued. However, with inflation expectations 
gradually normalizing and private sector credit recording a strong recovery, monetary policy 
remained largely unchanged during the latter part of the year while the Central Bank of Sri Lanka 
continued to monitor evolving domestic and global developments. Treasury bill yields remained 
broadly stable during the first half before gradually increasing towards the end of the financial year, 
reflecting market expectations of firmer inflation and increased government borrowing 
requirements. 
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Fund Performance  
 

First Capital Fixed Income Fund reported a Profit after Tax of Rs. 236.3 Mn for the year ended 31 

March 2026 compared to Rs. 149.3 Mn in the previous year (2024/25). The increase in Profit after 
Tax is mainly due to the substantial decrease in fair valuation loss on financial investments 
amounting to Rs. 23.4 Mn (2024/25 – fair valuation loss of Rs. 228.1 Mn was reported). 

 

The Fund reported an Annualised Return of 8.96% for the year ended 31 March 2026 compared to 
the average 5-year treasury bond yield (base yield) of 9.6% (source: Central Bank of Sri Lanka - 
Monthly Economic Indicators; https://www.cbsl.gov.lk/statistics/economic-indicators/monthly-
indicators. 5-year treasury bond (risk free return) is used to evaluate the performance of the Fund 
which denotes the return over the risk-free return since there is no appropriate benchmark index for 
the Fund). 

 

The Annualised Return reported in the previous year (2024/25) was 13.8% compared to the average 
5-year treasury bond yield (base yield) of 11.3% (source: Central Bank of Sri Lanka - Monthly 
Economic Indicators; https://www.cbsl.gov.lk/statistics/economic-indicators/monthly-indicators.  

 

The Funds under Management as at 31 March 2026 were Rs. 4.5 Bn compared to Rs. 1.6 Bn as at 
31 March 2025.  

 
As the portfolio may include investments subject to mark-to-market valuation, the Fund is 
accounted for on a mark-to-market basis in accordance with Sri Lanka Financial Reporting 
Standards. Consequently, investor returns tend to decrease during periods of rising market interest 
rates and increase when interest rates decline. 

Asset Allocation as at 31 March 2026 
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Future Outlook  

Sri Lanka's economic recovery continued in 2025, with real GDP expanding by 5.0%, supported by 
stable monetary policy, continued progress under the IMF programme, and improving 
macroeconomic conditions. 

Looking ahead, economic growth is expected to moderate to 3.0%-4.0% in year 2026 amid a more 
challenging operating environment. Escalating geopolitical tensions in the Middle East, tighter 
domestic monetary conditions, and persistent inflationary pressures are likely to weigh on 
household consumption and private sector activity. Meanwhile, slower-than-expected public capital 
expenditure may constrain investment-led growth. Inflation is expected to remain elevated in the 
near term, averaging between 6.0% and 8.0%, driven by higher fuel and utility prices, food inflation, 
and the pass-through effects of recent cost increases. 

The global economic outlook remains challenging in the near term, with escalating geopolitical 
tensions in the Middle East posing significant downside risks to global growth. The potential 
disruption to energy markets and a sustained increase in oil prices could intensify inflationary 
pressures, tighten financial conditions, and weigh on economic activity across both advanced and 
emerging economies. Consequently, global growth expectations year 2026 has been revised 
downward, reflecting the heightened uncertainty arising from these geopolitical developments. 

Appreciations 

We would like to express our gratitude to our esteemed unitholders for their confidence in us. 
Additionally, we wish to acknowledge the invaluable support received from the Securities and 
Exchange Commission of Sri Lanka and our Trustee, the Bank of Ceylon.  
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CORPORATE INFORMATION  

 
 
 
 
NAME OF THE FUND (UNIT TRUST)  
First Capital Fixed Income Fund  
 

FUND MANAGING COMPANY                                                 
First Capital Asset Management Limited (PB 
187) 

 
TRUSTEE OF THE FUND 
Bank of Ceylon 
 
 
REGISTERED OFFICE OF FUND 
MANAGING COMPANY 
First Capital Asset Management Limited 
No. 2, Deal Place 
Colombo 3 
 
 
BOARD OF DIRECTORS OF FUND 
MANAGING COMPANY 
Dr. Nishan de Mel 
Mr. Kavin Karunamoorthy 
Mr. Dilshan Wirasekara 
Mr. Kuda Banda Herath 
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EXTERNAL AUDITORS 
M/s B. R. De Silva & Co 
Chartered Accountants 
No. 22/4, Vijaya Kumaranatunga Mawatha  
Colombo 5 

 
INTERNAL AUDITORS 
M/s Ernst & Young 
No. 109, Rotunda Towers 
Galle Road 
Colombo 3 
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Bank of Ceylon 
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