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RUPEE STRENGTHENING TO BE SHORT LIVED
BUY ON WEAKNESS [HAYL, HAYC, DIPD, MGT, TIL, EXPO]

EVENT UPDATE

Rupee appreciates with CDB loan: Sri Lankan Rupee appreciated FIRST CAPITAL RESEARCH
5.0% against the US Dollar over the last 2 market days reversing the
continuous accelerated depreciation witnessed in Jan-Apr 2021. On
12t Apr LKR recorded a historical low of LKR 201:1 USD. Ministry of
Finance (MoF) reported on 12t Apr that Govt of Sri Lanka entered
into a loan agreement with the China Development Bank (CDB) for

USD 500Mn and MoF expected the funds to be disbursed during the 2030

same week. Following the announcement, the market registered a
steep appreciation with mid-rate today (19%") recording at LKR 190.9.
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Reserves fall to lowest since 2009: Sri Lanka’s Foreign reserves

dropped to USD 4.1Bn in Mar 2021, the lowest since Aug 2009, on 197.0

the back of over USD 4.0Bn outstanding debt payment during Apr- .

Dec 2021 period. The total foreign debt repayment (capital and = 1540

interest) for 2021 was USD 6.0Bn. g

Rupee appreciation likely to be short-lived: Considering Sri Lanka’s 1910 \
depleting foreign reserve position, high foreign currency debt

repayment requirement and limited funding sources available in the

market is expected to further increase depreciation pressure for the 188.0

currency during 2Q and 3Q. We maintain our exchange rate target

for 1H2021 at LKR 196.0-202.0 with 2021 year-end target at LKR 185.0

205.0-215.0 as mentioned in our “Investment Strategy 2021 — Jan o,«;» Q;'D' Q;'D' v’”\' v;\} g g i o
2021”. SR

. . Source: Bloomberg
Buy into Dollar Income counters on weakness: \We believe the

temporary appreciation in USD-LKR, may adversely impact earnings
of export companies (HAYL, HAYC, DIPD, MGT, TIL, EXPO) in the short
term. However, considering the potential future currency pressure,
we expect an overall depreciation of ¢.12% for the rupee providing a
significant gain for companies with foreign currency revenue. BUY
ON WEAKNESS [HAYL, HAYC, DIPD, MGT, TJL, EXPO].
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Disclaimer:

This Review is prepared and issued by First Capital Holdings PLC based on information in the public domain, internally developed and other sources, believed to be correct. Although all
reasonable care has been taken to ensure the contents of the Review are accurate, First Capital Holdings PLC and/or its Directors, employees, are not responsible for the correctness,
usefulness, reliability of same. First Capital Holdings PLC may act as a Broker in the investments which are the subject ofthis document or related investments and may have acted on
or used the information contained in this document, or the research or analysis on which it is based, before its publication. First Capital Holdings PLC and/or its principal, their
respective Directors, or Employees may also have a position or be otherwise interested in the investments referred to in this document. This is not an offer to sell or buy the
investments referred to in this document. This Review may contain data which are inaccurate and unreliable. You hereby waive irrevocably any rights or remedies in law or equity you
have or may have against First Capital Holdings PLC with respect to the Review and agree to indemnify and hold First Capital Holdings PLC and/or its principal, their respective directors
and employees harmless to the fullest extent allowed by law regarding all matters related to your use of this Review. No part of this document may be reproduced, distributed or
published in whole orin part by any means to any other person for any purpose without prior permission.

This report providing a snapshot of fixed income, equity and unit trust is composed and circulated by First Capital Holdings PLC an investment bank in Sri Lanka. The company operates
in the capital market of Sri Lanka with operations in government securities - treasury bills and bonds, stock brokering and share market investments, asset management, private wealth
management, retirement planning, personal financial planning, unit trust, margin trading, capital market research, trustee services, corporate finance advisory services including
corporate debt structuring (debentures, trust certificates, commercial papers), valuations, restructuring, mergers and acquisitions, initial public offerings (IPOs)and project advisory.
The First Capital Group consists of First Capital Treasuries PLC, First Capital Limited, First Capital Markets Limited, First Capital Asset Management Limited and First Capital Equities
(Private) Limited covering Colombo, Negombo, Matara, Kandy and Kurunegala.



