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“Market Earnings Reports First Downturn Since 2020”
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Dec 2022 quarter earnings declined by 43.9%YoY for 281 companies: Dec 2022 quarter earnings dipped by
43.9%YoY to LKR 96.4Bn owing to sluggish performance primarily in the Capital Goods (-82.6%YoY),
Transportation (-87.0%YoY), Telecommunications (-226.8%YoY) and Diversified Financials (-38.9%YoY)
segments. However, upbeat quarterly performance was only witnessed in the Energy (14,183.9%Y0Y), Banking
(38.9%Y0Y), Food, Beverage & Tobacco (12.3%YoY) and Utilities (28.1%YoY) sectors.

Capital Goods, Transportation, Telecommunications and Diversified Financials sectors sapped the quarterly
earnings: Capital Goods saw an 82.6%YoY decline largely driven by the poor performance of BRWN (-
3430.4%YoY) and HAYL (-99.6%Y0Y) due to the significant rupee depreciation which caused a significant
increase in the cost of materials resulting in higher working capital requirements, increase in market rates,
foreign currency risk, and curtailed supplier credits by foreign suppliers due to the credit rating downgrade by
international credit rating agencies following the economic instability of Sri Lanka. The Transportation sector
recorded an 87.0%YoY decline primarily led by EXPO (-87.0%YoY) due to the reduction in operating volumes
across both Air Freight & Ocean Freight products, led by the overall slowdown in global trade volumes
impacted by high inventory levels, inflationary fears and the global energy crisis. Telecommunications sector
also witnessed a downfall in net income by 226.8%YoY largely led by DIAL (-280.8%YoY) owing to the
devaluation of the Rupee that escalated operational costs due to tariff revision of mobile, broadband and pay
TV by 20%, 20% and 25% respectively with effect from September 2022, in line with the approval granted by
the Telecommunication Regulatory Commission of Sri Lanka. On the other hand, Diversified Financials sector
earnings dipped by 38.9%YoY mainly due to the losses made in LOLC (-41.8%YoY) as a result of a significant
impairment adjustment for its fair value measurement of financial assets primarily in the financial services and
manufacturing and trading segments. The lackluster performance in this sector during the quarter was also
driven by an increase in corporate tax rates to 30% from 24% w.e.f. effective from October 2022.
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Energy, Banking, Food, Beverage & Tobacco segments outperform: The Energy sector recorded a growth of
14,183.9%YoY to LKR12.8Bn largely driven by excellent performance of Lanka IOC which recorded an increase
in earnings of 825.4%YoY to LKR8.2Bn aided by the fuel price revision formula, fall in global crude oil prices
and an upward price revision of Auto Diesel by LKR 15.0 to LKR 430.0 during the month of November
2022. Banking sector witnessed a profit surge of 38.9%YoY to record LKR29.9Bn led by Commercial Bank of
Ceylon which saw a significant increase in net income by 68.2%YoY to LKR8.8Bn. This was assisted by the
impact of the sharp depreciation of the Rupee on foreign currency loans and advances amidst a sharp
decrease in credit to the private sector. The depreciation also resulted in an increase of interest-earning
assets, higher foreign currency income, increased cost of living and a rise in interest rates on Rupee deposits
which resulted in the shift from low-cost funds to high-cost funds. Food, Beverage & Tobacco sector
earnings were supported by improved performance in DIST (193.3%YoY) and MELS (125.3%YoY) which
were aided by high food inflation.
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Annexure 1 — Market Earnings Sector Summary

@ Results Update Dec 2022 Thursday, April 20, 2023
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Consumer Durables & Apparel Earnings -3,574 2,795 -228% 3,594 -199% 17.3x
Retailing Sector Earnings -1,742 4,109 -142% 1,685 -203% 77.9x 0.6x
Censumer Services Sector Earnings -4,930 -1,237 -298% -6,179 20% N/A 0.9%
Automobiles & Components Sector Earnings -214 230 -193% -21 -9015% 12.8x 0.8x
Food, Beverage & Tobacco Sector Earnings 26,589 23,667 12% 45,639 -42% 4.2x% 1.4%
Food & Staples Retailing Sector Earnings 1,274 2,282 -445% 1,441 -12% 11.5% 2.0x
Household & Personal Products Sector Earnings -25 124 -121% 378 -107% 8.8x 1.8x
Energy Sector Earnings 12,816 -91 14184% 11,599 10% 3.0x 1.8x
Diversified Financials Sector Earnings 20,294 33,196 -39% 12,369 64% 6.1x 0.9%
Banks Sector Earnings 29,944 21,554 39% 14,937 100% 4.0x 0.4x
Insurance Sector Earnings 7,687 8,209 -17% 8,114 -16% 5.7x 1.0%
Health Care Equipment & Services Sector Earnings 651 2,861 -F7% 1,095 -41% 13.6x 1.7x
Capital Goods Sector Earnings 5,096 29,204 -83% 21,653 -76% 4.3x% 0.6x
Commercial & Professional Services Sector Earnings 153 1,162 -27% 538 -72% 2.2x 0.8x
Transportation Sector Earnings 2,988 23,050 -87% 8,977 -67% 5.4x 2.1x
Materials Sector Earnings 6,744 2,087 -17% 12,520 -36% 4.2% 1.1x
Real Estate Sector Earnings 22 2,408 -99% 3,779 -09% 4.4x 0.5x
Saftware & Services 30 102 -71% 58 -49% 6.4% 1.9%
Telecommunications Sector Earnings -9,587 7,562 -227% 4,671 -305% N/A 1.9%
Utilities Sector Earnings 2,183 1,506 28% -103 2225% 25.5x% 0.9%
N I Y
Market Earnings - Dec 2022 96,396 171,876 -43.9% 147,816 -34.8% 281
Market Earnings - Sep 2022 147,816 111,639 32.4% 146,907 0.5% 277



http://www.firstcapital.lk/

First Capital Research

First Capital Holdings PLC

No.2, Deal Place,

Colombo 3

+94 11 2145 000

First Capital ax: +94 11 2145 050

RESEARCH
Dimantha Mathew +04 11 2639 853 Tharusha Ashokgar +94 11 2639 B66
Ranjan Ranatunga +04 11 2639 863 Zaeema lihan +94 11 2639 B63
Vinodhini Rajapoopathy +84 11 2639 866 Nethmi Fernando +84 11 2639 B63

GOVERNMENT SECURITIES SALES

Anjelo Simmons +04 77 3031 636 Neminda layawardena +94 76 6644 080
Anushka Dissanayake +04 77 2220 021 Arun Kandasamy +94 75 4861 506
Anushi Ranawaka +94 77 3876 B19

CORPORATE DEBT SALES
Tharusha Ekanayake +84 7778209 154

EQUITY SALES

CEQ Jaliya Wijeratne +04 70 2910 042
Colombao
Rasika Indra Kumara +04 77 7072 698 Chandika layawardana +84 77 3840070
lsuru layawardena +84 76 7084 853 Anjelo LaBrooy +84 77 7546 645
MNishantha Mudalige +04 70 2910 041 Dillon Lowe +04 76 616 0647
Anushka Buddhika +34 71 4310 600 Evelyn lohn +84 77 775 2452
Thushara Pathiraja +04 70 2910 037 Yudheshan Kannadasan +84 77 415 5809
MNegombo
Priyanka Anuruddha +04 70 2910 035 Priyantha Wijesiri +94 70 2910 036

UNIT TRUST SALES
Kavin Karunamaoaorthy +94 77 0328 060 Imali Abeygunawardena +84 77 1764 799
Disclaimer:

Thiz Review iz 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
reascnable care has been taken to ensure the contents of the Review are accurate, First Capital Heldings PLC andor its Directors, employees, are not responsible for the accuracy,
usefulness, reliability of same. First Capital Holdings FLC may act a=s 2 Broker in the investments which are the subject of thizs document or related investments and may have acted onor
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 a connected person or
sssociated person may glso have a position or be otherwise interested in the investments referred to in this document. This iz not an offer to sell or buy the investments referred te inthis
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 haold 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. Mo part of this document may be reproduced, distributed or publizhed in whole or in 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 bankin 5ri Lanka. The company operatesin
the capital market of 5ri 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 acgquisitions, initial public offerings (IPCs) 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 Coloembeo, Megombe, Matars, Kandy and Kurunegala.



