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Investor confidence surged in the secondary market following the recent
elections, alleviating political uncertainties. The agreement reached with
the ad hoc bondholder group last week further bolstered market
sentiment, leading to a notable uptick in buying interest. As a result, the
secondary market yield curve experienced a significant decline of over 100
basis points across mid to long tenors. Short tenor mid rates also saw a
drop, shedding between 28 to 50 basis points compared to last week.
Notably, highly liquid bonds, 2026 and 2027 attracted substantial trading
activity across various maturities. Specifically, 15.05.2026, 01.06.2026 and
15.12.2026 recorded transactions between 11.20%-10.90%. Meanwhile,
15.09.2027 and 15.12.2027 traded at 12.00%. On the mid-end of the
curve, 2028 maturities; 15.01.2028, 15.02.2028 and 01.05.2028 hovered
between 13.00%-12.35%. Meanwhile, 15.06.2029 and 15.09.2029
changed hands between 13.15%-12.45%. On the mid end, 15.10.2030
closed trades at 12.67% whilst 01.10.2032 traded between 13.15%-
12.85%. Meanwhile, CBSL conducted its final bill auction for the month,
fully accepting the offered LKR 120.0Bn. The auction saw a high
acceptance rate of 99.6% for the 03M and 06M maturities, while the 1Yr
bill was undersubscribed closing at LKR 463.0Mn. The weighted average
yield rates at the primary T-Bill auction saw slight declines after a month,
with reductions of 4bps for the 06M bill (10.72%) and 02bps for the 1Yr
bill (10.05%). However, the 03M bill’s weighted average yield remained
stable at 10.49%. Meanwhile, there was a notable and sharp decline in the
cut-off rates of 03M and 06M bills.

“Heavy bullish sentiment as 
uncertainties ease”
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