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CB downgrades 2018 growth forecast 

 

• Now expects 2018 to end with 4% growth lower from 4.5% forecast earlier 

• 1H growth 3.5%; expects second half to hit 4.6%,  

• Keeps policy rates steady on moderate inflation, offset external vulnerabilities, keep securities 
attractive to foreign investors  

• Calls on banks to ease interest rates as private sector credit growth slows to 14.9% in June 

• Credit to hit 13-14% by end 2018 to Rs. 650 b, broad money growth also slows to 14.9%  

• Rupee depreciates 4.3%, Govt. meets mid-year fiscal target  

• Govt. to miss IMF June reserve target, plans to negotiate waiver    
In the backdrop of modest growth and a challenging external environment, the Central Bank has 
decided to keep policy rates unchanged, voicing expectations for the first half of 2018 to grow about 
3.5% to eventually end the year at 4%, behind the initially projected economic expansion rate of 4.5% 
announced in January.  
 
Central Bank Governor Dr. Indrajit Coomaraswamy on Friday explained the Monetary Board’s decision 
to maintain rates as an effort to support fiscal consolidation while offsetting vulnerabilities created by a 
rise in international interest rates and an appreciating dollar. He also pointed out it is advantageous for 
Sri Lanka to keep interest rates attractive for international capital inflows and to contain an expanding 
trade deficit by increasing taxes on vehicle imports.  
 
 
The Governor also called on banks to reduce interest rates to incentivise investment and said the 
Central Bank would monitor progress on that front.   
 
 
Private sector credit growth decelerated to 14.9% (year-on-year) in June from 15.1% in May, according 
to the latest Central Bank data. Private sector credit is expected to grow by around 13-14% by end 2018, 
which would be about Rs. 650 billion. Broad money (M2b) growth decelerated to 14.9% in June (y-o-y) 
from 15.0% in May, with the deceleration in private sector credit expansion and net borrowings by the 
Government from the banking system. Net outflow from government securities reached $ 229 million 
up to 1 August. 
 
 
“Last time we met I said growth would be between 4.5-5% for this year. This is not a formal estimate 
that I am giving you, but if one is realistic, it is unlikely that growth will be more than 4% this year. Our 
potential growth rate we see as being 5.75%, so there is a significant output gap and one can make a 
case for easing monetary policy because our growth is well below the potential growth rate. Another 
factor that favours easing is the high real and nominal interest rates, and if one takes side by side with 
the Government’s fiscal consolidation process, clearly one needs to ask the question whether the 
economy is being squeezed too much with both fiscal consolidation and high interest rates,” said Dr. 
Coomaraswamy.  
 
 
The Governor noted that the first half of 2018 is likely to grow at about 3.5%, which would mean the 
second half would have to expand by about 4.6% for growth to end the year at 4%. “It is possible, but I 
don’t think much more than that. Last year, we were surprised with growth to the downside. Maybe this 
time we would be surprised to the upside. But, if one is to be realistic, it will unlikely to be above 4%.”  
 
Core inflation remains well within the target range and the inflation outlook remains favourable, despite 
a small uptick in July, and is likely to remain at that level in August with Central Bank projections 
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expecting inflation to reduce towards the end of the year. Inflation remaining moderate was another 
reason for the Monetary Board to maintain rates, the Governor added. 
 
However, a rise in interest rates around the world led by the US and backed by several other key Central 
Banks, including the Bank of England, and the announcement by the European Central Bank that it 
would curtail its asset purchasing program had limited Sri Lanka’s room to loosen monetary policy.  
 
“If we allow the differential between our rates and the US rates to reduce, then clearly there is an 
incentive for investors to move out. There has already been some outflow, but there could be an 
acceleration, which the Monetary Board took into account. 
 
“Several countries have had their currencies deprecate more than the 4.3% seen by the Sri Lankan 
rupee, and if we reduce interest rates, that could trigger further pressure on the exchange rate.” 
 
Within the emerging market space, a number of countries have actually increased interest rates so you 
could get a repositioning of portfolio capital if you see some countries raising their rates and we reduce 
it, which could lead to a change in our government securities. The trade deficit has widened and if one 
reduces interest rates, it is possible that there would be an increase in aggregate demand and quite a lot 
of that could leak into imports.”  
 
Even though the Government has met its fiscal targets for the first six months of 2018, the Monetary 
Board would remain vigilant of any slippage and adjust monetary policy accordingly, the Governor 
assured.  
 
“Monetary aggregates as a whole have come out well, so on that s 
 
ide, things seem to be pretty good. It is also encouraging that the average weighted call money rate has 
begun to ease a little bit and the Treasury bill rate has also come down, but a matter of some concern is 
that bank lending and deposit rates are rigid downwards. At the meeting with bank CEOs, we expressed 
this concern to them. We think that bank deposit and lending rates need to come down. We will 
monitor that and see how it develops.”  
 
 
The Government would miss its net international reserve target for June under the $ 1.5 billion 
Extended Fund Facility (EFF) of the International Monetary Fund (IMF), the Governor stated, responding 
to questions.    
 
“The target is likely to be missed. We will do our best to negotiate a waiver. When the target was set, 
the world was in a very different place because in the middle of the year, there was a significant turn in 
capital inflows to emerging markets and in that context, the target became unrealistic.”  
CB to release first panda bond 
 

• $ 250 m panda bond in pipeline after Chinese officials express support  

• $ 1 b syndicated loan from China Development Bank  

• Plus $ 250 m from IMF to push reserves to $ 9 b by year end 
 
The Central Bank is to release its first panda bond, expected to be about $ 250 million, before the end of 
the year with the first tranche of a $ 1 billion syndicated loan from the China Development Bank (CDB) 
expected in mid-August.  
 
Central Bank Governor Dr. Indrajit Coomaraswamy told reporters on Friday that the first $ 500 million 
tranche from the CDB syndicated loan would be transferred in mid-August with the remainder to come 
in October. The CDB loan came at 5.25% interest and has an eight-year payback and three-year grace 
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period, which the Governor described as being favourable terms for Sri Lanka. The Central Bank projects 
reserves would end the year at $ 9 billion once all these funds are received.  
 
“We think we will finish the year with about $ 9 billion, and that’s a comfortable number. The $ 1 billion 
loan will come from the syndicated loan in two tranches of $ 500 million, one in mid-August and the 
other in October,” he said.  
 
Dr. Coomaraswamy was upbeat of the support already given by the Chinese authorities and spoke 
warmly of the long diplomatic relations between the two countries. The Government is also likely to 
receive a $ 250 million tranche from the International Monetary Fund (IMF) under its $ 1.5 billion 
Extended Fund Facility (EFF) program.    
 
“We are working towards a $ 250 million panda bond issuance at the end of the year. We went on a 
road show to China and there seems to be good interest. We met some banks, insurance companies and 
other institutional investors. Perhaps most encouraging of all was our meeting with the People’s Bank of 
China, which is their Central Bank where the Deputy Governor, totally unsolicited, suggested we set up a 
joint task force to examine how Sri Lanka could explore the bond market.  
 
“During consultations (with the Chinese over the loan) it was clear that they see us as a key strategic 
partner as far as the (Belt and Road) Initiative is concerned, given our location.” 
CB defends vehicle tax hike  
 

• Insists rising vehicle volumes raised balance of payments concerns  

• Believes pressure on rupee had to be reduced to protect depreciation impact on poor 

• 1000cc vehicle imports rose from $ 26 m to $ 195 m in first five months  
 
The Central Bank has defended a recent tax increase on small cars, insisting that without such a 
measure, the trade deficit would have continued to widen, placing pressure on the rupee and if left 
unaddressed, could have triggered a balance of payments crisis.  
 
Central Bank Governor Dr. Indrajit Coomaraswamy defended a measure announced by the Finance 
Ministry last week to raise taxes on small cars, emphasising that the fiscal measure was the best way 
forward to maintain macroeconomic equilibrium.  
 
“The trade deficit worsened by $ 716 million in the first five months of this year and of that amount, $ 
350 million can be attributed to the increase in vehicle imports. This is why the Central Bank wanted 
something done about this. Duty adjustments on gold imports have had the desired effect and have 
eased off. Hopefully going forward, the pressure on the trade account will be reduced because two of 
the three pressure points have been contained. The third factor is oil imports, but that is beyond our 
control.” 
 
Increased demand for dollars also placed additional pressure on the rupee, which has already 
depreciated by 4.3% this year, the Governor pointed out. He noted that, as Sri Lanka is a largely import-
dependent economy, prices of imported essential goods increasing placed a disproportionate amount of 
pressure on the poor and therefore, it was essential to reduce this strain.  
 
He also warned that a balance of payments crisis would be a serious problem as the Government would 
have no option but to borrow externally to shore up reserves which, given Sri Lanka’s debt dynamics, 
would be a significant challenge.  
 
Responding to questions, Dr. Coomaraswamy noted that in the first five months of 2018, foreign 
exchange outflow from the purchase of 1000cc engine capacity vehicles increased from $ 26 million in 
2017 to $ 195 million in 2018, while for 1500cc engine capacity vehicles, it rose from $ 20 million to $ 
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73.2 million. The higher category of 3000cc petrol vehicles dropped from $ 33.5 million to $ 21.1 million, 
but 2500cc diesel vehicles rose from $ 1.9 million to $ 5.4 million. 
(DailyFt) 

Yield curve records a parallel shift downwards 

The Central Bank’s monetary policy announcement on Friday saw it hold its policy rates steady at 7.25% 
and 8.50%.   
 
In the secondary bond market, the overall yield curve recorded a considerable parallel shift downwards 
during the week ending Friday (3 August), driven by local buying interest and the outcome of the weekly 
Treasury bill auction. At the auction, the weighted average yields of the 91-day and 364-day maturities 
continued to decrease.  
 
Buying interest on the short end to the belly end of the yield curve consisting of the maturities of 
01.07.19, 01.05.20, two 2021’s (i.e. 01.03.21 and 01.05.21), 01.10.22, 15.03.23, 01.08.24, 15.10.25, 
01.08.26, 15.06.27 and 01.09.28 resulted in their yields decreasing to weekly lows of 9.15%, 9.45%, 
9.55%, 9.60%, 9.90%, 9.95%, 10.00%, 10.12%, 10.15% and 10.25% each, respectively, in comparison to 
its previous week closing levels of 9.20/30, 9.45/55, 9.75/82, 9.80/85, 10.05/10, 10.18/20, 10.22/30, 
10.30/40, 10.37/47, 10.45/50 and 10.50/55 on the back of increased activity.  
 
Nevertheless, the foreign selling of rupee bonds, which has been prevalent over the past 13 weeks, 
continued with a further outflow of Rs. 260 million for the week ending 1 August, while Inflation on its 
point to point increased for a third consecutive month to record 5.4% for the month of July against its 
previous month of 4.4%.  
 
The daily secondary market Treasury bond/bill transacted volume for the first four days of the week 
averaged Rs. 9.88 billion. 
 
In the money market, the overnight call money and repo rates decreased during the week to average at 
8.40% and 8.28%, respectively, as the Open Market Operations (OMO) Department of Central Bank 
refrained from conducting any repo auctions in order to drain out excess liquidity. The net liquidity 
surplus in the system increased to Rs. 38.23 billion on average per day during the week against its 
previous week’s net surplus average of Rs. 17.70 billion.  
 
 Rupee depreciates during the week     
 
The USD/LKR rate on the back of importer demand depreciated during the week to close the week at 
levels of Rs. 159.75/90 in comparison its previous weeks closing level of Rs. 159.55/65 subsequent to 
trading within the range of Rs. 159.50 to Rs. 159.90.  
 
The daily USD/LKR average traded volume for the first four days of the week stood at $ 76.24 million.  
 
Some of the forward dollar rates that prevailed in the market were 1 Month - 160.55/65; 3 Months - 
162.20/40 and 6 Months - 164.60/90. (DailyFt) 
 

Foreigners bought Asian equities in July for first time in 6 months 

Foreign investors were net purchasers of Asian equities for the first time in six months in July, helped by 
strong earnings growth and efforts by the United States and Europe to resolve differences over trade, 
though worries heightened this week of a trade war between the United States and China. 
 



 

Taprobane Securities (Pvt) Ltd – Research   + 94 11 5328200 research@taprobane.lk 

 

Overseas investors bought a net $293 million of Asian stocks last month, after selling about $29 billion 
between February and June, data from seven stock exchanges showed. 
 
The large part of buying took place in the latter part of the month, when prospects of a trade war 
between the United States and Europe receded. 
 
“After the storm of redemptions”, real longer term investors are looking up at valuations and assessing 
beaten down companies and selectively invest in them, said Greg McKenna, chief market strategist at 
CFD and FX provider AxiTrader. 
 
He added that a pause in the dollar rally also helped the inflows into the region. 
 
The dollar index, which tracks the greenback against a basket of six major currencies, fell 0.15% in July, 
its first monthly decline in four months. 
 
In July, Indian and Taiwan equity markets saw the highest net inflow of $330 million and $277 million 
respectively, while Thailand and Vietnam markets witnessed some outflows. 
 
“With uncertainty about the global business cycle and concerns about global trade, investor interest has 
been rising in India as an uncorrelated source of growth and a market less dependent on global portfolio 
flows,” analysts in J.P. Morgan said in report on Friday. 
 
The MSCI Asia-ex-Japan index rose 0.67% in the last month, marking its first monthly gain since April, 
boosted by strong second-quarter earnings by regional firms. 
 
Thomson Reuters data showed that 54.7% of Asian companies have exceeded or met the consensus 
analysts forecast for the second quarter earnings so far. 
 
However, the latest escalation in Sino-US trade war has rattled regional markets this week, as US 
administration proposed a higher 25% tariff on $200 billion worth of Chinese imports on Thursday. 
 
“The ultimate resolution of the trade hostilities between the US and China, when it comes, will be a 
boon for the region,” said AxiTrader’s McKenna. 
 
“More aggression and rhetoric for investors to process and an escalation (of trade tensions) would be 
negative for the region and positive for the dollar.” 
(DailyFt) 

Sri Lanka Insurance once again secures AA+ (by) Fitch Ratings 

 
    The first and only local insurer to be affirmed by Fitch Ratings for its financial strength and national 
long-term rating at AA+ (lka) with a stable outlook 
    Life Fund tops Rs. 100 billion, the highest in industry 
 
Sri Lanka Insurance, the leading state insurance company was once again affirmed by Fitch Ratings at 
‘AA+ (lka)’, for the company’s long-term financial sustainability. Sri Lanka Insurance has the highest 
ranking bestowed by Fitch Ratings among the nearly 30 insurance companies operating in Sri Lanka, 
including the foreign companies. The pioneer in the insurance industry in the country opened its doors 
in 1962 and has stayed relevant and ahead of the competition ever since.  
 
The company’s Life Insurance Fund is the largest Life Fund in the local insurance industry to date, which 
has topped the Rs. 100 billion marking. The much-awarded brand was also most recently recognised as 
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the ‘Most Loved Insurance Brand’ in the island, while also being ranked in the top five of Most Loved 
Brands in Sri Lanka in the recently published 2018 Brands Annual. 
 
The digital age is rapidly transforming the way many industries do business and also how they 
communicate and interact with customers and employees. In order to stay relevant in a fast-changing 
environment, it is important that businesses adapt to these changes and adapt them in ways that can 
improve processes, product innovation and communication.  
 
“We are proud of the AA+ (lka) ratings appointed by Fitch Ratings, that factors in Sri Lanka Insurance’s 
long track record, which includes our strong business profile, excellent financial performance and stellar 
capital position. Sri Lanka Insurance has a rich heritage of serving the people of this country for over 55 
years and have maintained our strengths in this area. We have always put our customers first and we 
are currently undergoing transformations to serve our customers better. This involves us realigning our 
processes to cater to customers’ convenience especially in the line of Motor and Non-motor insurance. 
We aim to enable our customers by having our products and processes online for greater customer 
convenience,” said Sri Lanka Insurance Chief Executive Officer Chandana Aluthgama. 
 
“We see that there is still much potential in the insurance industry in the country, with there currently 
being only 32.6% penetration in the Life Insurance category. Our Life Insurance Fund, which is the 
largest Life Fund in the local insurance industry to date, has topped Rs. 100 billion, marking another 
historical milestone as the leading insurer. This enables us to declare the highest returns in the industry 
to its Life policyholders, we are the only company to declare a guaranteed bonus year on year which has 
been built over the past five-and-a-half decades. To date Sri Lanka Insurance has declared over Rs. 50 
billion to its Life policyholders since 2006, making it the most attractive Life policy in the market. The Sri 
Lanka Insurance Life products portfolio has also been revamped to meet the needs of the modern 
consumer, bringing in flexibility to its portfolio,” Sri Lanka Insurance Chairman Hemaka Amarasuriya 
added. 
 
It has also invested significantly to improve IT infrastructure so that processes can be made more 
efficient. 
 
Established in 1962, the Sri Lanka Insurance Corporation is the largest government-owned insurance 
company in Sri Lanka, with a managed asset base of over Rs. 193 billion and a Life fund of Rs. 100 billion, 
the largest in the local insurance industry. (DailyFt) 
 

Ceylon & Foreign Trades Plc shareholders go to Court over malpractice 

The minority shareholders of Ceylon & Foreign Trades Plc have filed a case at the Commercial High Court 
of Colombo for oppression and mismanagement of the company affairs by Director-Executive Chairman 
Ali Asger Shabbir Gulamhusein in concert with Director Malayandi Jeyapragash, Auditor A.I. Macan 
Marker and Co. Charted Accountants and secretarial company Adam Corporate Secretarial Ltd. which is 
owned and controlled by Ali Gulamhusein. 
 
Dr. Shabbir Abbas Gulamhusein was the Executive Chairman of the company Ceylon and Foreign Trades 
Plc until his sudden demise on 9 June 2017. He was a renowned businessman who had built and owned 
numerous business enterprises in Sri Lanka. Among other businesses, he had acquired shares of CFT and 
gradually gained control of the company in the late 1980s. The company has been listed on the Colombo 
Stock Exchange as a Public Listed Company since 1 January 1979. The company diversified its operations 
to include spice and desiccated coconut exports and with its continuous success became an asset-rich 
organisation by acquiring a number of very valuable lands and assets.    
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The petitioners, who include the eldest son and two daughters of the late Dr. Gulamhusein, claim that 
after his death, his youngest son Ali deceitfully obtained control of the company and is mismanaging it in 
collusion with the other respondents mentioned in the case.  
 
The petitioners alleged that Ali has alienated the assets of the company at massive losses and some of 
those funds have been used to secure the loans obtained by him in a personal capacity. It has also been 
claimed by the petitioners that Ali has caused the company to mortgage the premises bearing 
assessment No. 258 and No. 260 Grandpass Road, Colombo 12 and premises bearing assessment No. 
414/18, K. Cyril C. Perera Mawatha, Colombo 13 owned by the company to LOLC for a sum of Rs. 
500,000,000 on 28 September 2017. However, the company has not received any financial or other 
facility from LOLC to offer such land and premises as security.  
 
It has been further claimed that Ali has caused the premises bearing No. 260, Grandpas Road, Colombo 
12 to be sold to LOLC for a sum of Rs. 1,537,200,000 at a loss of Rs. 362,800,000 compared to the book 
value stated in the Annual Accounts of 31 March 2016.  
 
Furthermore, it has been claimed that Ali has caused the company to sell the premises bearing 
assessment No. 414/18, K. Cyril C. Perera Mawatha, Colombo 13 to LOLC on 13 November 2017 for a 
sum of Rs. 444,750,000 at a loss of Rs. 205,250,000.  
 
It has also been alleged by the petitioners that on or around 25 September 2017, Ali had sold 4,032,755 
shares held by the company in On’ally Holdings Plc, with a net value of Rs. 390,000,000 at a rate of Rs. 
43 per share.  
 
The proceeds of the sale totals a sum of Rs.173,408,465, thereby causing a loss of Rs. 216,591,535. The 
aforesaid sales are estimated to have caused the company a total loss of Rs. 784,641,535 on the book 
value as at 31 March 2016.  
 
The petitioners have also claimed that under Ali’s management the company had failed to comply with 
the critical listing rules of the Colombo Stock Exchange including non-compliance of minimum public 
holding and non-compliance of corporate governance requirements set out in rule 710 of the CSE listing 
rules.  
 
It has also been claimed by the petitioners that due to the mismanagement of the affairs of the 
company, the company has failed to service its facilities obtained from banks and finance institutions.    
 
Further, it is alleged that the company is in violation of the Companies Act as it did not hold its Annual 
General Meeting within the six months after the balance sheet date of the company or within the 15-
month period after the previous general meeting.  
 
The Annual General Meeting of the company for the financial year ended 31 March 2017 was held on 1 
June 2018, 14 months after the date of the balance sheet and 19 months after the previous general 
meeting.  
 
In the current circumstances, the petitioners in the case have, among other things, requested a full 
investigative audit of the affairs of the company and interim orders against the respondents to 
safeguard the company. Notices have been served on the respondents and the case has been fixed for 
hearing today. (DailyFt) 
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Sampath Group pre-tax profit tops Rs. 10 b in 1H 

Sampath Bank’s Group has boosted its pre-tax profit for the first half of the year by 28.2% to Rs. 10.3 
billion while at Bank level the figure was Rs. 9.9 billion. 
 
Profit after tax of the bank too grew by 19.9% and reached Rs. 6.8 billion for the first half of 2018. The 
Sampath Group also posted a post-tax profit growth of 20.2%. 
 
Net Interest Income (NII), which is the main source of income representing almost 71% of the total 
operating income of the bank, recorded an increase of Rs. 4.5 billion (34.3%) during the period under 
review. Accordingly, the bank recorded Rs. 17.6 billion as NII for the first half of 2018, as against Rs. 13.1 
billion recorded for the corresponding period in 2017. 
 
The above achievement was facilitated by healthy growth recorded in the bank’s fund base. The 
advance portfolio of the bank grew by 10.0% (annualised 20.0%) and the deposit portfolio grew by 7.4% 
(annualised 14.8%) during the first half of 2018. 
 
Further, the bank raised funds via a right issue (Rs. 12.5 billion) and a debenture issue (Rs. 7.5 billion) in 
the first half of 2018. Timely re-pricing of asset and liability products and other fund management 
strategies adopted by the bank too played a pivotal role in achieving the 34.3% growth in NII.  
 
Non-Fund-Based Income (NFBI) 
 
Net fee and commission income, which largely comprises of credit, trade, card and electronic channel 
related fees increased to Rs. 4.7 billion during the period under review, as opposed to Rs. 3.8 billion 
recorded during the corresponding period in 2017. This income source too has posted an impressive YoY 
growth of 24.3% largely due to the healthy growth recorded in the advances portfolio and expansion of 
credit card operations. 
 
The bank’s other operating income, net trading income and net gains from financial investments too 
recorded an increase of 18% during the period under review. Increase in realised exchange income has 
contributed to the increase in other operating income. Consequently, other operating income for the 
first half of 2018 stood at Rs. 2.3 billion, as opposed to the Rs. 1.8 billion reported during the 
corresponding period in 2017. 
 
Operating expenses  
 
 
 
Operating expenses of the bank which stood at Rs. 7.9 billion during the first half of 2017, increased to 
Rs. 9.5 billion during the period under review, reflecting aYoY increase of 20.4%. This increase was 
mainly due to the increase in personnel expenses triggered by annual salary increments. 
 
Other overhead expenses too increased due to general price hikes. However, the Cost to Income ratio 
excluding VAT and NBT on financial services improved from 41.6% reported in the first six months of 
2017 to 38.4% in the first half of 2018. This records an improvement of 320 basis points, which is a 
significant achievement, particularly in view of Sampath Bank having one of the youngest branch 
network compared to its closest competitors. 
 
Impairment charges on loans and receivables 
 
Impairment charges amounting to Rs. 2.8 billion recorded for the first half of 2018 witnessed an increase 
of Rs. 1.4 billion over the comparative period’s charge of Rs. 1.4 billion. The number of customers 
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qualified for individual impairment increased resulting in an increase in individual impairment of Rs. 1 
billion. 
 
Meanwhile, the collective impairment charge also increased by Rs. 0.5 billion, predominantly due to the 
movement of certain customers to higher arrears segments. Following the current industry trend, the 
bank’s NPA too increased during the first half of 2018 by 1.32% from 1.64% in December 2017 and stood 
at 2.96% by 30 June 2018. However, the bank’s NPA ratio continues to be below the industry average. 
 
Business growth 
 
Sampath Bank’s total asset base grew by 8.9% (annualised 17.8%) during the period under review to 
reach Rs. 865.6 billion as at 30 June 2018. In comparison, the total asset position as at 31 December 
2017 stood at Rs. 795.1 billion.  
 
 
Gross loans and receivables grew by 10.0% (annualised 20.0%) to reach Rs. 629.1 billion as at 30June 
2018, recording a growth of Rs. 57.6 billion for the period under review. The total deposit base too 
increased by Rs. 46.6 billion for the same period, to reach Rs. 677.0 billion as at the reporting date, a 
growth of 7.4% (annualised 14.8%). 
 
However, the CASA ratio, which stood at 33.4% as at 30 June 2018, showed a slight decline compared to 
the 34.9% registered at 31 December 2017. The decline can be attributed to the higher growth recorded 
in the fixed deposit base. 
 
Performance ratios  
 
ROE (after tax) declined from 23.35% as at 31 December 2017 to 19.68% as at the end of the period 
under review due to an increase in average equity base as a result of the Rights Issues in April 2018 (Rs. 
12.5 billion) and November 2017 (Rs. 7.6 billion).  
 
ROA (before tax) has improved to 2.41% from 2.29% in the same period. Statutory Liquid Asset Ratio 
(SLAR) as at 30 June 2018 was at 21.64%. The bank maintained its SLAR well above the mandatory 
requirement of 20% throughout the period.  
 
Capital adequacy   
 
CBSL introduced Basel III to the Sri Lankan banking industry with effect from 1 July 2017. The full 
implementation will take place in three phases over a period of 18 months and is targeted to be 
completed by 1 January 2019, at which point Sampath Bank would need to maintain its Tier I Capital 
Adequacy Ratio (CAR) at 10% and Total CAR at 14%.  
 
In order to fall in line with these new regulatory requirements, Sampath Bank raised Rs. 12.5 billion 
worth of Tier I Capital by way of a Rights Issue in April 2018 and Rs. 7.5 billion worth of Tier II Capital by 
way of a Basel III Compliant Debenture Issue in March 2018.  
 
Sampath Bank maintained its Common Equity Tier I Capital, Tier I Capital and Total Capital Adequacy 
ratios as at 30 June 2018 at 12.25%, 12.25% and 16.70% levels respectively. All three ratios stood well 
above the minimum regulatory requirement of 7.375%, 8.875% and 12.875% respectively, applicable as 
at the reporting date. (DailyFt) 
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Hilton Colombo leagues ahead of others 

 

• 2017 revenue crosses Rs. 3 b mark, gross profit up 23%  

• Chairman optimistic recent measures by Govt. to put the national economy back on growth 
trajectory will serve hospitality and tourism sectors well 

• Says Hilton the mainstay of Sri Lanka’s bouquet of leisure properties and deeply committed to 
the long-term sustainability of Sri Lanka’s tourism industry 

• Second stage of refurbishment will boost profitability and propel Hilton Colombo to new heights 
 
Despite being in refurbishment mode over most of 2017, Hotel Developers (Lanka) Plc, the holding 
company of Hilton Colombo, has posted impressive financial performance.  
 
Revenue rose by a healthy 20% to cross the Rs. 3 billion mark whilst gross profit rose from Rs. 2 billion to 
Rs. 2.46 billion. 
 
Pre-tax profit remained unchanged at Rs. 173 million. However, post-tax profit rose by 83% to Rs. 258 
million from Rs. 141 million in 2016 owing to Rs. 102.6 million deferred tax  
 
income.  This is after the company under the new Inland Revenue Act set off 100% of the taxable profit 
against accumulated past losses which is around Rs. 9.7 billion.  
 
Hilton Colombo’s occupancy in 2017 was 57%, up from 47% a year earlier. Room revenue rose to Rs. 1.3 
billion from Rs. 1.1 billion, F&B revenue from Rs. 1.3 billion to Rs. 1.6 billion.  
 
Hotel Developers (Lanka) Plc Chairman Krishantha Cooray, who described it as an “exemplary 
achievement”, thanked the enduring commitment of the Hilton Colombo team and the unstinted loyalty 
of Hilton Honours members and other local and foreign guests who continue to seek out the Hilton 
brand of excellence and  
 
service. 
 
During the year under review the company ensured strict compliance with industry regulations and 
good governance practices. The company continues to maintain a strong Balance Sheet coupled with 
prudent financial management systems and strategic planning. 
 
“The success of our business is linked to the success of our people. Our inspired level of service is 
emblematic of our dedicated and skilled team of hospitality professionals who consistently exceed guest 
expectations. Our staff is world-class and can easily compete with the best of the best,” Cooray added. 
 
 
 
He said that Hilton was entrenching itself as a brand that was deeply committed to the long-term 
sustainability of Sri Lanka’s tourism industry while setting service standards benchmarks for the rest of 
the industry to emulate. 
 
As the first international hotel brand to set up operations in Sri Lanka 30 years ago, Hilton Colombo 
stayed the course during the ensuing three-decade strife in the island, standing as a beacon of comfort 
for tourists and local guests throughout – the presence of a Hilton brand in the country offering them a 
reassuring promise.  
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“Over the decades, despite growing competition, the stellar Hilton brand of service, with the support of 
loyal Hilton patrons, has helped to sustain and expand market share,” the Chairman emphasised.  
 
Cooray said the property is currently in the throes of a magical transformation that will propel Hilton 
Colombo to new heights, leagues ahead of the latest international hotel brands entering Sri Lanka.  
 
“We are optimistic that recent measures by the Government to put the national economy back on a 
growth trajectory will serve the hospitality and tourism sectors well. 
 
 
Hilton Colombo’s refurbishment and renewed product in line with global Hilton brand standards will be 
the mainstay of Sri Lanka’s bouquet of leisure properties. The completion of the first phase of 
refurbishment has already augmented our iconic service platform and reiterated that the company has 
delivered on its promise of an elevated leisure offering to its loyal clientele. 
 
“The final stage of refurbishment will commence in 2018 and boost profitability with extensive room 
refurbishment and new food and beverage offerings to enhance the portfolio of the hotel. I am 
confident that this strategic investment will further entrench Hilton Colombo as the obvious choice 
amongst Sri Lanka’s finest hotels while supporting the national vision for the industry,” Chairman Cooray 
added.  (DailyFt) 

Yuan Gains After PBOC Move, Asian Stocks Mixed: Markets Wrap 

The yuan extended gains following a rally triggered by a surprise China central bank move to make it 
more expensive to bet against the currency. Asian stocks were mixed Monday as the earnings seasons 
rolls on. 
 
The offshore yuan built on gains from Friday when the People’s Bank of China announced a rule tweak in 
a bid to ease pressure on the currency. Equities in Hong Kong gained, while Japanese shares were flat 
and Chinese equities declined. The yield on 10-year Treasuries ticked up to 2.96 percent while the dollar 
was little changed. 
 
China stepped in to try to cushion the yuan after a record string of weekly losses saw the currency 
closing in on the key milestone of 7 per dollar. After a weekend of claims by U.S. President Donald 
Trump that he has the upper hand in the trade war with China, Beijing responded through state media 
by saying the nation is ready to endure the economic fallout. 
PBOC Doesn't Want Continued Quick Yuan Depreciation, Says Credit Agricole 
 
Dariusz Kowalczyk, senior economist and strategist at Credit Agricole CIB, discusses his outlook for the 
yuan. 
Source: Bloomberg 
 
Elsewhere, the Canadian dollar edged lower as Saudi Arabia froze new trade and investments with the 
country. Oil and gold advanced. 
 
Here are some key events coming up this week: 
 

• Earnings season includes results from: SoftBank, Japan Post Bank, Disney, 21st Century Fox, 
Deutsche Telekom, China Mobile, Glencore and Adidas. 

• Tuesday brings the latest Reserve Bank of Australia meeting that is likely to produce no change 
in either the record-low cash rate or the long-term guidance. 
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• The Bank of Japan releases a summary of opinions Wednesday from its July 30-31 meeting, at 
which it tweaked elements of its stimulus policy to make it more sustainable. 

• Samsung Electronics unveils its next Galaxy Note smartphone. 

• Japan announces a preliminary reading of second-quarter gross domestic product. Economists 
expect a solid rebound from a first-quarter contraction. 

• U.S. consumer prices probably rose in July, consistent with a pickup in inflation that’s projected 
to keep the Federal Reserve on a path of gradual interest-rate increases, economists forecast 
before Friday’s release. 

 
These are the main moves in markets: 
Stocks 
 

• The Topix index fell less than 0.1 percent as of 12:44 p.m. in Tokyo. 

• Hong Kong’s Hang Seng Index rose 0.7 percent. 

• The Shanghai Composite Index fell 0.8 percent. 

• Australia’s S&P/ASX 200 advanced 0.5 percent. 

• S&P 500 Index futures rose 0.1 percent. The S&P 500 rose 0.5 percent Friday. 

• Futures on the U.K.’s FTSE 100 index gained 0.3 percent.  
 
Currencies 
 

• The yen fell 0.1 percent to 111.33 per dollar. 

• The offshore yuan rose 0.2 percent to 6.8355 per dollar after climbing 0.5 percent Friday. 

• The euro bought $1.1564. 

• The Canadian dollar slid 0.1 percent to 1.2999 per dollar. 

• The Bloomberg Dollar Spot Index was little changed. 
 
Bonds 
 

• The yield on 10-year Treasuries nudged one basis point higher to 2.96 percent. 

• Japan’s 10-year bond yield was little changed at 0.105 percent.  
 
Commodities 
 

• West Texas Intermediate crude was at $68.75 a barrel, up 0.4 percent. 

• Gold climbed 0.1 percent to $1,216.11 an ounce. 

• LME copper futures fell 0.8 percent to $6,158.50 a metric ton. 
(Bloomberg) 


