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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 31st March 2022.  

 

Economic and Industry Overview 

  

The Sri Lankan economy recouped in 2021 from the widespread pandemic in 2020, albeit 

confronting multifaceted headwinds that emanated from the global and domestic front ultimately 

resulting in a social political tension in the beginning of 2022.  Among all, the major issue was 

the foreign reserves shortage causing large overshoot of the foreign exchange creating significant 

vulnerabilities in the economy. Nonetheless, a successful debt restructuring programme and long 

overdue structural reforms in conjunction with an economic adjustment programme supported by 

the IMF are expected to facilitate the economy recovery in 2022 and beyond. 

 

Until August 2021, CBSL provided monetary stimulus to support the pandemic affected 

economy. Since then, CBSL commenced adopting a tight monetary policy stance to preempt the 

inflationary pressures and to address the imbalances in the external and financial markets. As a 

result of tightened policy rates, overall liquidity in the domestic market remained negative 

towards the latter half of the year and has been dragged up to Rs. -366.3Bn causing a gradual 

upward adjustment in the market interest rates. However, supported by the low interest rates 

environment that prevailed for most part of the year, credit growth to the private sector remained 

robust at 13.1% YoY basis for 2021 relative to 6.5% registered in 2020. 

 

The unit trust industry exhibited a contraction in total assets by 3% during 2021 against a 

backdrop of strong equity market and due to the shift of the client focus on alternative 

investments that yield substantial returns.   

 

During 2021/22, there were 16 licensed unit trust management companies with 68 funds in 

operation. Total assets under management were Rs. 178Bn as at 31st March 2022 (Source: The 

Unit Trust Association of Sri Lanka). 

 

Fund Performance  

 

First Capital Fixed Income Fund reported a Profit after Tax of Rs. 56Mn for the year ended 31st 

March 2022 compared to Rs. 113Mn in the previous year (2020/21). The Reduction in Profit after 

Tax  is due to the fair valuation loss on fixed income securities portfolio amounting to Rs. 40.9Mn 

(2020/21 – fair valuation gain of Rs. 19.9Mn was reported). 
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The Fund reported an Annualised Return of 5.98% for the year ended 31st March 2022 compared 

to the average 5-year treasury bond yield (base yield) of 10% (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 (2020/21) was 13.71% compared to the 

average 5-year treasury bond yield (base yield) of 7% (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 31st March 2022 were Rs. 996Mn compared to 

Rs. 939Mn as at 31st March 2021.  

In accordance with Sri Lanka Financial Reporting Standards, the Fund is accounted for on 

marked-to-market basis wherein the return to investors reduces during periods of rising interest 

rates and increases when interest rates are decline. 

The asset allocation of the Fund as at the reporting date is as follows. 

Asset Allocation as at 31st March 2022 
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Future Outlook 

Sri Lankan economy has recovered from the contraction of 3.6% recorded in 2020 and registered 

a growth of 3.7% in 2021. However, growth prospects for 2022 are expected to be significantly 

influenced by the unfavorable developments occurred since 2021 in the domestic front 

particularly severe shortage in foreign currency and other shortages stemming from global supply 

chain disruptions and resultant rising commodity prices. Consequently, current economic 

conditions are expected to remain in the first half of 2022 with the GDP growth getting negatively 

impacted and interest rates remaining at high levels. However, the economy is expected to recover 

in the medium to long term conditional on restoring political stability, reassuring social coherence 

and seeking an economic adjustment programme from the International Monetary Fund (IMF).  A 

commitment to rationalise government expenditure and enhancing government revenue, together 

with policy thrust towards developing exporters and the gradual recovery of tourism activities 

provide reasons to be optimistic that the country will successfully overcome the stresses that we 

are confronting in the short-term. 

Appreciations 

We take this opportunity to thank our valued unitholders for the confidence placed in us. We also 

place on record our appreciation for the unstinted support extended by the Securities and 

Exchange Commission of Sri Lanka and our Trustee, Bank of Ceylon.  
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First Capital Fixed Income Fund

Reconciliation of Net Asset Value reported as at 31
st
 March 2022

Rs.

Net Asset Value as per Monthly Return 995,669,739 

Adjustment on provision for financial asset - at amortised cost as per SLFRS 9 (5,771) 

Net Asset Value as per Audited Financial Statements 995,663,968 
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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 

No. 2, Deal Place 

Colombo 3 

 

 

BOARD OF DIRECTORS OF FUND 

MANAGING COMPANY 

Mr. Nishan Fernando  

Mr. Dinesh Schaffter 

Mr. Dilshan Wirasekara 

Mr. Eardley Perera 

Ms. Minette Perera 

Mr. Chandana de Silva 

Dr. Nishan de Mel 

 

 

 

 

 

 

 

 

 

 

 

                                                                                

 

 

 

 

 

SECRETARIES 

Janashakthi Corporate Services Limited 

(Formerly known as K H L Corporate 

Services Limited) 

No. 15, Walukarama Road 

Colombo 3 

Tel: 0112145030 

 

EXTERNAL AUDITORS 

Messrs SJMS Associates (Deloitte) 

Chartered Accountants 

No. 11, Castle Lane 

Colombo 4 

 

INTERNAL AUDITORS 

Messrs PricewaterhouseCoopers 

Chartered Accountants 

No. 100, Braybrooke Place 

Colombo 2 

 

 

PRINCIPAL BANKERS 

Sampath bank 

Bank of Ceylon 
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