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“Market Earnings Reports Largest Downturn Since 2020”
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Mar 2023 quarter earnings declined by 64.5%YoY for 280 companies: Mar 2023 quarter earnings dipped by
64.5%YoY to LKR 92.6Bn owing to sluggish performance primarily in the Food, Beverage & Tobacco (-
80.3%YoY), Capital Goods (-80.2%YoY) and Diversified Financials (-71.9%YoY) sectors. However, positive
quarterly performance was mainly witnessed in the Telecommunications (173.3%YoY), Energy (243.7%YoY)
and Utilities (11.9%YoY) sectors.

Food, Beverage & Tobacco sector spearheads the decline in quarterly earnings: Food, Beverage & Tobacco
sector experienced a 80.3%YoY decline, mainly attributed to the poor performance of BIL (-118.9%Y0Y), which
incurred a loss during the quarter primarily owing to a higher finance cost component (+125.0%YoY) and a
lower one-off capital gain on bargain purchase (-99.3%YoY) in relation to the acquisition and disposal of group
investments. CTEA also reported poor results during the quarter, largely attributed to a reversal resulting in a
forex loss of LKR 1.8Bn. This setback can be attributed to CTEA's role as an exporter, which made it susceptible
to the impact of LKR’s appreciation. The Plantations sector faced a notable decline as companies including
KGAL (-199.8%YoY) and KAHA (-224.0%YoY) experienced losses during the quarter amidst a drop in tea prices,
which was influenced by LKR’s appreciation and reduced volumes stemming from a combination of factors
such as the prohibition of glyphosate and later chemical fertilizer, which weakened the sector with lagged
effects. Furthermore, Bukit Darah (-103.5%YoY) and its group of companies including CARS (-74.3%YoY), BREW
(-19.6%Yo0Y) and LION (-15.3%YoY) experienced a decline in earnings during the quarter owing to forex losses
and an increase in finance costs.

Capital Goods and Diversified Financials sectors added to the weakening of quarterly earnings: Capital
Goods experienced an 80.2%YoY decline primarily due to the weak performance of BRWN (-102.7%YoY),
which recorded a loss during the quarter owing to a higher finance cost component, whilst blue-chip counters
such as JKH (-69.7%YoY) and HAYL (-79.5%YoY) also recorded a decline in earnings during the quarter. The
Diversified Financials segment witnessed a 71.9%YoY decline led by LOLC (-104.5%YoY) due to a combination
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of lowered interest rates, a substantial rise in tax rates, along with the contraction of Net Interest Margins
(NIMs) and an increase in OPEX, collectively impacting the segment's operating margins.

Telecommunications, Energy and Utilities sectors demonstrated strong performance: The
Telecommunications sector witnessed a growth of 173.3%YoY mainly led by DIAL (154.9%YoY), which
benefited from favorable movements in macro indicators which included a strengthening of the LKR, a
moderation in inflation, and a reduction in interest rates. The Energy sector recorded a growth of 243.7%YoY
to LKR7.3Bn largely driven by excellent performance of both LIOC (112.8%YoY) and LGL (112.5%YoY). This
growth can be attributed to significant volatility in international oil prices due to geo-political factors and price
increase in domestic gas cylinders. Furthermore, the Utilities sector observed a growth of 11.9%YoY,
supported by improved performance in VLL (829.4%YoY) and VPEL (299.9%YoY).
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Annexure 1 — Market Earnings Sector Summary

@ Results Update Mar 2023 Thursday, August 17, 2023

First Capital
Quarter Earnings LKR 'Mn 4Qtr Traili

r Trailin

Company aqFy23 | aaFv22 3QFY23 &

Ciasoza | vore | scaons | aocrs | pERG) | PEVE) |

Consumer Durables & Apparel Earnings -3 971 -100% 3,594 -100% 22.0x 1.0x
Retailing Sector Earnings -654 308 -313% 1,695 -139% N/A 0.6x
Consumer Services Sector Earnings -949 2,836 -133%  -6,206 85% N/A 1.0x
Automobiles & Components Sector Earnings 481 301 60% -21  2346% 10.1x 0.8x
Food, Beverage & Tobacco Sector Earnings 13,823 70,075 -80% 45,639 -70% 6.8x 1.5x
Food & Staples Retailing Sector Earnings 3,112 3,188 -2% 1,441 116% 14.5x 2.4x
Household & Personal Products Sector Earnings 39 295 -87% 378 -90% 11.5x 1.7x
Energy Sector Earnings 7,335 2,134 244% 11,599 -37% 2.0x 1.2x
Diversified Financials Sector Earnings 14,399 51,161 -72% 12,369 16% 10.9x 1.0x
Banks Sector Earnings 21,682 26,085 -17% 14,937 45% 6.3x 0.5x
Insurance Sector Earnings 3,955 3,447 15% 9,114 -57% 6.2x 1.0x
Health Care Equipment & Services Sector Earnings -190 1,663 -111% 1,095 -117% 23.1x 1.5x
Capital Goods Sector Earnings 13,304 67,084 -80% 21,648 -39% 8.0x 0.8x
Commercial & Professional Services Sector Earnings -254 1,205 -121% 527 -148% 4.2x 0.7x
Transportation Sector Earnings -1,178 31,358 -104% 8,977 -113% 9.0x 1.9x
Materials Sector Earnings 5,980 7,557 -21% 12,580 -52% 4.7x 1.2x
Real Estate Sector Earnings 3,218 5,438 -41% 3,597 -11% 5.8x 0.5x
Software & Services -105 344 -130% 58 -280% 20.3x 1.9x
Telecommunications Sector Earnings 9,648 -13,162 173% 4,671 107% N/A 1.8x
Utilities Sector Earnings -1,001 -1,647 12% -103 -874% 18.6x 1.0x
Market Earnings - Mar 2023 92,641 260,641 -64% 147,813 -37% 280

Market Earnings - Dec 2022 96,396 171,876 -44% 147,816 -35% 281
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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 accuracy,
usefulness, reliability of same. First Capital Holdings PLC may act as a Brokerin the investments which are the subject of this 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 a connected person or
associated person 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 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 trustis composed and circulated by First Capital Holdings PLC an investment bankin 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.



