
A Janashakthi Group Company

ANNUAL REPORT  
2022/23
FIRST CAPITAL EQUITY FUNDFIRST CAPITAL EQUITY FUND

FIRST CAPITAL ASSET MANAGEMENT LIMITED
Managed by



 

 

CONTENT 

 

DESCRIPTION Page 

Fund Manager’s Report 1 

Financial Reports  

Independent Auditor’s Report 4 

Statement of Profit or Loss and Other Comprehensive Income 6 

Statement of Financial Position 7 

Statement of Changes in Unitholders’ Funds 8 

Statement of Cash Flows 9 

Note to the Financial Statements 10 

Reconciliation on Net Assets 29 

  

Corporate Information 30 

 



                                                                                           1 

 

 

REPORT OF THE MANAGER  

 

We wish to submit you the Audited Financial Statements of First Capital Equity Fund for the year 

ended 31st March 2023.  

 

Economic and Industry Overview 

  

In 2022, Sri Lanka experienced an unprecedented level of economic, social, and political turmoil 

as the country faced multiple blowouts including shortages of essential items, forex liquidity crisis, 

steep depreciation of LKR against major foreign currencies and soaring inflation and interest rates. 

The adverse circumstances resulted in extensive disruptions to the economy, leading to civil unrest 

and uncertainty in the political landscape. 

 

In April 2022, Sri Lanka faced an unpleasant historic event as it officially defaulted on its foreign 

debt obligations. Following the default, the newly appointed Governor, Central Bank of Sri Lanka 

took measures to substantially increase the policy rates, while the Government significantly 

increased the direct taxes widening the scope of taxpayers. The prices of cooking gas, fuel, 

electricity, medicines and other utilities were increased in line with the currency depreciation and 

to prevent underpricing of products. The multiple measures, import restrictions and skyrocketing 

food prices lead to a surge in inflation which peaked at 73.7% in September 2022. As a prerequisite 

for the IMF arrangement, the Monetary Board and the IMF staff reached a consensus to raise the 

policy rates to help lower the spread between policy rates and high market interest rates. 

Consequently, the Standing Deposit Facility Rate (SDFR) and the Standing Lending Facility Rate 

(SLFR) were increased by 100bps to 15.5% and 16.5% in March 2023. To aid in its economic 

recovery, Sri Lanka secured approval for the board level agreement from the IMF in March 2023 

for USD 2.9Bn to be disbursed over a four-year period. This marked a significant milestone for 

the country's path towards economic stability. 

 

During 2022/23, there were 17 licensed unit trust management companies with 72 funds in 

operation. Total assets under management were Rs. 174Bn as at 31st March 2023 (Source: The Unit 

Trust Association of Sri Lanka). 
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Fund Performance  

 

First Capital Equity Fund reported a Profit after Tax of Rs. 12.7Mn for the year ended 31st March 

2023 compared to a Profit after Tax of Rs. 11.4Mn in the previous year (2021/22). The increase in 

Profit after Tax is due to reduction of the fair valuation loss on equity portfolio amounting to Rs. 

0.6Mn (2021/22 – fair valuation loss of LKR 14.8Mn was reported) though the income has 

decreased from Rs. 30.1Mn to Rs. 18.1Mn (year-on-year basis). 

 

 

 

The Fund reported a return of 14% for the year ended 31st March 2023 compared to the Equity 

Market return of 10% (All Share Price Index perspective). The return reported in the previous year 

(2021/22) was 14% compared to the Equity Market return of 25% (All Share Price Index 

perspective). The Funds under Management as at 31st March 2023 were Rs. 104Mn compared to 

Rs. 92Mn as at 31st March 2022. The asset allocation of the Fund as at the reporting date is as 

follows. 

 

 

Asset Allocation as at 31st March 2023 

 

 
 

Future Outlook  

Throughout the financial year 2022/23, the Colombo bourse experienced subdued performance, 

with the ASPI barely reaching the 10,000 level in September 2022 after Sri Lanka reached a staff 

level agreement. The weakness of the Sri Lankan Rupee against the USD put pressure on inflation. 

To address this, the Central Bank of Sri Lanka increased policy interest rates, resulting in a 7.8% 

contraction in the economy in 2022. The government's economic reforms, implemented as a 

condition for financial assistance from the IMF, had a significant impact on the public, with 

increased taxes and prices and the removal of subsidies leading to a substantial decline in disposable 

income and corporate earnings. 
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However, with Sri Lanka signing the IMF board level agreement of USD 2.9Bn in March 2023, the 

domestic economy has witnessed some improvements in key macroeconomic parameters. 

Meanwhile, following the submission of detailed plan on domestic debt optimisation (DDO) 

programme, investors gained clarity, as the banking sector was assured to be exempted from the 

DDO to safeguard and strengthen the economy and financial stability. Braced by the clarity 

provided, interest rates have started to stabilise and approach pre-crisis levels, with reduced or 

eliminated premiums attached to bonds. The decline in yields has led to expectations of a gradual 

shift into equities and increased exposure towards the equity market. 

 

 

Visible signs of economic recovery, including a decrease in inflation and significant policy rate 

cuts, support the expectation of continued recovery disposable income of consumers and a recovery 

in corporate earnings of listed entities. The recovery is further expected to be supported by the 

reduction of interest rates, successful completion of debt sustainability negotiations, and year-on-

year recovery in GDP starting from the fourth quarter of 2023. Reinforced by the factors in play, 

the ASPI is anticipated to enter a phase stronger upward trajectory during the second half of 2023 

and further re-rate towards the medium 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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CORPORATE INFORMATION  

 

 

 

 

NAME OF THE FUND (UNIT TRUST)  

First Capital Equity Fund  
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Janashakthi Corporate Services Limited 
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EXTERNAL AUDITORS 

Messrs SJMS Associates (Deloitte) 

Chartered Accountants 
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INTERNAL AUDITORS 

Messrs Ernst & Young 

Chartered Accountants 
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