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THE CENTRAL BANK OF SRI LANKA REDUCES ITS
POLICY INTEREST RATES

A The Monetary Board of the Central Bank of Sri Lanka, at its meeting held on 29 January 2020, decided to
reduce the Standing Deposit Facility Rate (SDFR)and the Standing Lending Facility Rate (SLFR)of the
Central Bank by 50 basis points to 6.50 per cent and 7.50 per cent, respectively .

A The Board arrived at this decision following a careful analysis of current and expected developments in
the domestic economy and the financial market as well asthe global economy. This decision supports a
continued reduction in market lending rates, thereby facilitating the envisaged recovery in economic
activity given the favourable medium term outlook for inflation, which is well anchored within the 4-6

per cent range.

Monetary Policy Decision : Policy rates reduced by 50 basis points

Standing Deposit Facility Rate (SDFR) 6.50%
Standing Lending Facility Rate (SLFR) 7.50%
Statutory Reserve Ratio (SRR) 5.00% (unchanged)

Source: CBSL
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INFLETION - CCPI CCPI FOR JAN 2020:

MOM +1.7%,
YOY +5.1%
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value of Food items by
+0.75% and Non-Food items
8% by 0.68% resulted in MoM
inflation increasing by +1.7%.
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A The YoY inflation increased to
5.7% in Jan 2020 from 4.8%
reported in Dec while Food
category inflation increased

4.0%
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to 11.7% YoY while Non-Food
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INFLATION ANELYSIS-CCPI-MOM

The CCPIl index recorded +1.7% due to the expenditure value increases of Food items by 0.75% and Non-Food
by 0.68%. Increase in value of Food items was mainly led by vegetables due to supply disruptions caused by
rainy weather conditions . In the Non-Food Category, housing, water, electricity, gas and other fuels led the
increase in value during the month.
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INFLATION ANALYSIS-CCPI-YOY

The YoY inflation of CCPI is 5.4% in Janrelative to 4.8% in Dec, increased as a result of the increase in Food
inflation to 11.7%YoY while Non-Food inflation

inflation . Food items recorded a significant

decreased to 2.9%YoY in Jan2020.

Inflation Analysis (YoY)
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INFLATION - NCPI NCPI FOR DEC

2019: INCREASED
TO 6.2%YOY
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A NCPIfor Dec 2019 increased to
6.2% from 4.1% recorded in
Nov 2019.
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A YoY inflation of Food Category
3.0% amounted to 8.6% compared
to 4.0% in Nov 2019 while Non-
Food Category remained
=0 unchanged during the month.
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M2B AND CRED.

Private credit increased by LKR 58.0Bn in Dec recording a positive credit growth for the fifth consecutive
month. Government credit reflected a net borrowing of LKR 80.0Bn reversing the trend witnessed in the

previous month.

M2b Growth o Dec 2019
MoM +2.0%,YoY +6.9%,YTD +6.9%
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LKR 'Bn

State Credit & Private Credit

d Dec 2019

Private credit MoM 1.0%,YoY +4.5%.,YTD 4.5%
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RESERVES & LIQUIDITY

A Foreign Reserves improved to USD 7.6Bn in Dec A Liquidity was volatile throughout the month and

2019 relative to USD7.5Bnin Nov 2019 dipped to alow of LKR17.25Bn on 16" Jan Thereafter,
USD 'Mn liquidity improved considerably to LKR43.3Bn on 30t
9,500 Dec 2019 and closed the month at LKR25.9Bn.
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CURRENCY MOVEMENT

USD:LKR Movement
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Sri Lankan Rupee vs Global Currencies

Jan 2020

YTD 2020

US Dollar 1 0.0%
UK Pound B 0.2%
Japan Yen I 0.4%
India Rupee I 0.6%
China Renminbi I 0.6%
Can Dollar IS 1.2%
Euro I 1.7%
Aus Dollar I 4.1%

0.0% 05% 1.0% 15% 20% 25% 3.0% 35% 4.0% 4.5%

UsS Dollar | 0.0%
UK Pound Wl 0.2%
China Renminbi I 0.6%
India Rupee I 0.7%
Japan Yen N 0.7%
Can Dollar IS 1.2%
Euro I 1.7%
Aus Dollar I 4.1%
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GOVERNMENT SECUR
ISSUES

ITIES — NEW

Week Ending (Mn) (Mn) Total -
Maturities 74,773 74,773

03-Jan20 25,000 25,000
New Issues 157,000 157,000
10-Jan20 25,000 25,000
Excess/(Deficit) 82,227 82,227
17-Jan20 25,000 25,000 55,000
24-Jan20 25,500 25,500 ) "
an CBSL Holdings of Gov. Securities YTD
31-Jan20 26,500 26,500
As at End Jan. 2020 69,480
Total Issued 157,000
As at End Dec. 2019 74,740
Increase/ (Decrease) (5,260) (5,260)
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TREASURY BILLS AND BONDS— JAN ‘20

In the month of Jan,the secondary market yield curve witnessed a downward shift across the board . Short tenor yie dipped in the range of
3bps-20bps, mid tenor yields fell by 23-50bps, in addition, long tenor yields dipped by 50-55bps. During the month, buying interest was seen on
selected maturities with 2020, 2024 and 2027 maturities . Notably, during the first monetary policy announcement for the year 2020, CBSLreduced
the SDFRand SLFRby 50bps each to 6.50% and 7.50%, respectively . Moreover, volatility in the liquidity market also affected activities in the bond
market . The benchmark 1-Yr T-bill recorded an increase to 8.59% relative to 8.45% held at the beginning of the month.

11.0% Interest Rate Change (bps)

Tenure 31-Dec  31-Jan Change (bps) 30-Sep Change (bps

10.5%

3M 7.45% 7.25% -20 7.65% -40
10.0% 6M 7.88%  7.85% -3 7.85% 0
9.5% 1Yr 8.35% 8.25% -10 8.40% -15
2 Yrs 8.65% 8.55% -10 8.65% -10
9.0% 3Yrs 8.95% 8.75% -20 9.30% -55
65% 4 Yrs 9.35% 9.05% -30 9.89% -84
5Yrs 9.48% 9.25% -23 10.25% -100
8.0% 6 Yrs 9.65% 9.35% -30 10.35% -100
ot 7 Yrs 9.80% 9.43% -37 10.38% -95
8Yrs 9.95% 9.45% -50 10.40% -95
7.0% 10Yrs  10.05%  9.50% -55 10.43% -93
F & 5& 04«? {;& fé& 12Yrs 10.10%  9.55% -55 10.60% -105
15Yrs  10.20%  9.65% -55 10.79% -114
20Yrs  10.30%  9.80% -50 10.90% -110
=Q@==31-Dec =Q==31-Jan —@==30-Sep
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FINANCE SECTC

AWPR vs AWDR
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EXTERNAL SECTOR — NOV 19 — EXPORTS

Exports for Nov declined marginally by 0.1%YoY to USD 978.8Mn, while the decline was mainly led by
Agricultural Exports (-0.2%YoY) showing a mixed performance in subsectors. Tea exports declined due to lower
average export prices in line with the fall in international market prices despite an increase in export volumes.
Earnings from Industrial Exports remained broadly unchanged,whereas, earnings from rubber products
declined as a result of lower tyre exports while earnings from machinery and mechanical appliances declined
with lower performance of all subcategories .

Category 2018 AONRY) Change USD 'Mn 0 & A S 4 o
- (USEn)J ( USn)ﬁ FEF ST TS

1,200 ~

Industrial Exports
- Nov 787.9 787.6 0.0 1100 =
- YTD 8,444.9 8,626.6 2.2 ' 5 <
i [c0) o
Agricultural 1000 | 3 - N B B8 B
- Nov 187.8 187.3 (0.2) . g = 2 B WMy Kx B2
- YTD 2,362.7 2,266.5 (4.1) 900 - <l NS 2 M” M
o)) (e}
Mineral and other 800
- Nov 2.4 2.4 3.0 o
- YTD 32.4 30.6 (5.6) o ~
Total
= NOV 979-6 978-8 (0-1) 600_ T T | | | | | | | | |
- YTD 10,856.3 10,939.2 0.8 m 2018 2019 Source: CBSL
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EXTERNAL SECTOR — NOV 19 — IMPORTS

Import expenses for Nov declined by 1.3%YoY. The decrease was mainly driven by intermediate goods (-
7.6%Y0Y), mainly due to lower expenditure on fuel, owing to both lower import volumes and international
prices related to all subcategories, namely crude oil, refined petroleum and coal. Import on consumer
goods increased primarily led by imports of vegetables, sugar and dairy products due to both higher
import volumes and prices, however, non-food consumer goods category was driven by lower personal
vehicle imports .

USD 'Mn
Category 2018 2019 Change o ¥ & B e N DR &S L
(USn)(USn)é I S iR RN S AR S SR

Consumer goods 9000 -
- Nov 363.5 370.4 1.9 '
- YTD 4,622.7 3,565.7 (22.9) 1,900 -
N~ ™
Intermediate 1,800 < B ) § 8
- Nov 1,074.6 992.5 (7.6) 1,700 - s M e B B g WS RS
- YTD 11,5049  10,413.2 (9.5) oo | B ~ + SN s -~
) 7 Yo} — -
Investment goods 500 | IS 2 N )
- Nov 326.0 377.8 15.9 | = =
- YTD 4,296.4 4,167.1 (3.0) 1,400 > =
Total 1,300 = E
= Nov 1,7646 1,7411 (13) 1,200 -+ T T T T T T T T
= YTD 20,498.1 18,152.9 (11.4) m 2018 2019 Source: CBSL
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SECTOR — NOV 19

Balance of Trade
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BoP for Jan-Nov 19 was recorded at USD 488.0Mn compared to Jan-Oct 19
amount of USD 667.0Mn indicating a net outflow of USD 179.0Mn in Nov 2019 in

the BoP Position .

o oo - BALANCE OF PRYMENT
o o INCREASE®YIN NOV

-400
-600
-800
-1000

Nov Change

-807 Trade Balance -785.0 -762.0

m Balance of payment

_ _ Earnings from
Worker Remittances decreased to USD 515.0Mn (7.2%YoY). Earnings from Tourism

tourism recorded a decrease for the month of Nov reflecting an YoY dip of 9.5% Worker s ¢

367.0 332.0 8.5

555.0 515.0 -7.2

Remittances

15,000 Total = 10,336 Total = 9,190
10,000
| YTD Change

USD Mn

3,905
3,138 Trade Balance -9,642.0 -7,214.0

Jan-Nov 2018 Jan-Nov 2019 - _
7,214 Barnings from 39555 31380  -19.6
Tourism

Wor ker s o
Remittances

0
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-10,000
6,431.0 6,052.0 S5
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