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Report of The Manager 

 

We are pleased to provide you with the Audited Financial Statements of First Capital Equity Fund 

for the fiscal year ended on 31st March 2024.  

Economic and Industry Overview 

Having undergone a challenging year in 2022/23 filled with multiple Black Swan events such as 

declaration of default by the Government of Sri Lanka (GoSL) on its outstanding foreign debt, 

political turmoil, social unrest due to the shortages in essential items, foreign currency shortages 

and steep depreciation of the Rupee, which led to record high levels of inflation, Sri Lanka as a 

nation has shown great resilience during 2023 backed by timely measures taken by the GoSL and 

the Central Bank of Sri Lanka (CBSL). 

 

The appointment of the new CBSL governor in April 2022 augur well for the Sri Lankan economy 

whilst proactive steps taken by the GoSL together with the CBSL in terms of increasing policy 

rates, implementation of cost reflective pricing mechanisms for fuel, electricity and water, 

together with the floating of the LKR, enabled CBSL to curb the inflation rate back to mid-single 

digit levels compared to the record high prevailed in 2022. Having brought inflation below the 

CBSL guidance of 5%, CBSL commenced to reduce policy rates in June 2023 and announced the 

first rate cut of 250 bps in order to support the rebound in the economy from the unprecedented 

crisis encountered in 2022 and to lower the overall finance cost of the Government.     
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Since its first downward adjustment of policy rates in June 2023, CBSL continued on the 

expansionary monetary policy direction by reducing policy rates on two separate occasions 

totaling 300 bps lowering the Standing Deposit Facility Rate (SDFR) and Standing Lending 

Facility Rate (SLFR) to 9.00% and 10.00%, respectively, which resulted in a significant 

reduction in  yields of Government securities across the yield curve.  Furthermore, the reduction 

in policy rates contributed towards the recovery of the overall economy which recorded a 

growth during the 3rd quarter of 2023, after 6 consecutive quarters of contraction.  

   

Meanwhile, since announcing default in April 2022, the policymakers have proactively worked 

with all key stakeholders in a combined effort to reach debt sustainability targets highlighted by 

the IMF. With the completion of local debt optimization in September 2023, Sri Lanka completed 

the 1st milestone of reaching debt sustainability whilst the 2nd milestone of reaching an agreement 

with bilateral creditors and Paris Club was completed in December 2023. Presently, restructuring 

of outstanding commercial debts is in progress.  
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During 2023/24, there were 16 licensed unit trust management companies with 76 funds in 

operation. Total assets under management of the industry reached Rs. 472Bn as at 31st March 2024 

(Source: The Unit Trust Association of Sri Lanka). 

Equity Market Overview 

During the financial year 2023/24 the benchmark all share price index (ASPI) grew by 23% from 

9,301 to 11,444 while the S&P SL20 grew by 24% from 2,683 to 3,318.  

 

The market capitalization of the Colombo Stock Exchange (CSE) increased by LKR 282.56Bn (by 

7%) from LKR 3.90Tn to 4.19Tn. 

 

The market turnover experienced a sharp increase towards mid-year 2023. During the later part of 

2023 the equity market witnessed low turnover levels backed by poor investor sentiment.  
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Towards the later part of 2023 equity market experienced a net foreign inflow recording LKR 

3.69Bn. However, during the final three months of the financial year 2023/2024 the bourse recorded 

a substantial foreign outflow and ended the year with a net figure of LKR 4.26Bn. 

 

 

Fund Performance  

 

First Capital Equity Fund reported a Profit after Tax of Rs. 35.8Mn for the year ended 31st March 

2024 compared to a Profit after Tax of Rs. 12.7Mn in the previous year (2022/23). The increase in 

Profit after Tax is due to increase on equity portfolio amounting to Rs. 31.6Mn (2022/23 – fair 

valuation loss of Rs. 0.6Mn was reported). Though, the income has decreased from Rs. 18.1Mn to 

Rs. 16.1Mn (Year on Year Basis).  

 

The Fund reported a return of 35.5% for the year ended 31st March 2024 compared to the Equity 

Market return of 23.90% (All Share Price Index perspective). The return reported in the previous 

year (2022/23) was 14% compared to the Equity Market return of 10% (All Share Price Index 

perspective). The Funds under Management as at 31st March 2024 were Rs. 295Mn compared to 

Rs. 104Mn as at 31st March 2023. The asset allocation of the Fund as at the reporting date is as 

follows. 

 

9
6

4
 

6
6

6
 1

,4
6

4
 

3
,6

5
5

 

3
,2

8
0

 

1
,4

0
9

 

8
3

4
 

1
,0

7
9

 

1
,1

9
1

 

7
1

5
 

1
,7

2
8

 

1
,8

7
3

 

LK
R

 M
n

Average Monthly Turnover

4



 

 

Asset Allocation as at 31st March 2024 

 

 
 

Future Outlook  

Having entered the path of steady recovery from 2nd half of 2023, Sri Lanka is beginning to witness 

fruitful results of difficulties endured during the last 2 years. The economy is expected to gradually 

recover as the operating environment normalises amidst a backdrop of reducing interest rates, 

whilst Tourism and remittances are expected to contribute towards building foreign reserves of 

the country. However, successful completion of the foreign debt restructuring process with 

creditors coupled with implementing the much needed reforms and privatisation of loss making 

state-owned enterprises (SOE) are identified as key milestones in the IMF programme, which we 

believe are crucial to rebuild the economy. 

Furthermore, year 2024 is also expected to be a politically significant year for Sri Lanka as for the 

world, given that elections are expected to be held in multiple countries around the world (64 

countries, covering 49% of the world population). Sri Lanka is expected face back-to-back 

elections from Presidential, Parliament to Local Government elections in the next 12 months.  
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The global economy is also expected to recover during 2024, with IMF projecting a growth of 

3.1% and World Bank projecting a growth of 3.2%. Sri Lankan exports are expected to rise 

towards the latter part of 2024, with the easing of interest rates in US and the recovery of advanced 

economies. However, growing earnings from tourism and remittances, together with the inflows 

from multilateral agencies are expected to contribute towards a steady LKR. 

 

Appreciations  

 

We would like to express our gratitude to our esteemed unitholders for their confidence in us. 

Additionally, we wish to acknowledge the invaluable support received from the Securities and 

Exchange Commission of Sri Lanka and our Trustee, the Bank of Ceylon.  
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                       FIRST CAPITAL EQUITY FUND

      RECONCILIATION FOR THE NET ASSET VALUE REPORTED AS AT 31ST MARCH 2024

Rs.

Net Asset Value of the Fund as per Monthly Return 295,757,742                    

Add : WHT on Dividend Income 303,262                           

Net Asset Value of the Fund as per Audited Financial Statements 295,454,480                    
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CORPORATE INFORMATION  

 

 

 

NAME OF THE FUND (UNIT TRUST)  

First Capital Equity 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  

Ms. Manjula Mathews 

Mr. Dilshan Wirasekara 

Ms. Minette Perera 

Mr. Chandana de Silva 
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Janashakthi Corporate Services Limited 
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Havelock Road  

Colombo 05 

 

 

EXTERNAL AUDITORS 

Deloitte Associates 

Chartered Accountants 
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Colombo 04 

 

INTERNAL AUDITORS 

Ernst & Young 

No. 109, Rotunda Towers 

Galle Road 

Colombo 03 
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