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State-Owned Enterprises’ losses double 

• 16 SOEs reported net losses of Rs. 157 b last year, up from Rs. 87 b in 2017 

• 37 SOEs recorded a net profit of Rs. 131 b, lower from Rs. 136 b  

• 55 SOEs contribute to 13.3% of the GDP 

• Mangala calls to rethink maintaining  

• loss-making enterprises, including SriLankan Airlines  

• Treasury signs new Statement of Corporate Intent with 10 SOEs to improve performance 

Losses of State-Owned Enterprises (SOEs) doubled in 2018, prompting Finance Minister Mangala 
Samaraweera to stress the need to rethink continued Government support for those loss-making 
entities on Monday. 
 
 “The Government has been forced to spend money that could have been utilised for welfare and 
infrastructure development to maintain some of these loss-making institutions,” the Minister said, 
speaking at a Finance Ministry event held to sign Strategic Corporate Intent (SCI) with eight State-
Owned Strategic Enterprises.  
 
Out of 422 SOEs, 55 have been identified as strategic enterprises, of which 37 recorded a net profit in 
2018 amounting to Rs. 131 billion, a drop in net profit of compared to Rs. 136 billion made by 39 SOEs in 
2017, as recorded in the annual report of the Department of Public Enterprises.  Another 16 SOEs 
reported net losses amounting to Rs. 157 billion, while in 2017 the loss recorded was Rs. 87 billion.  
 
The 55 SOEs which have been identified as strategically important State Owned Business Enterprises 
(SOBEs) representing crucial sectors of the economy, include Ceylon Electricity Board (CEB), Ceylon 
Petroleum Corporation (CPC), and Sri Lanka Ports Authority (SLPA), the annual report of the Department 
of Public Enterprises noted. 
 
However, SOEs in the country has a substantial correlation with the entire economy through providing 
essential services and public goods, with the key 55 SOEs contributing 13.3% of the GDB in 2018, 
Finance Ministry Secretary Dr. R. M. S. Samaratunga said.  
 
“While some of these SOEs provide essential services to the country, there are corporations that are 
making huge losses, such as power, airlines, and cooperative areas, which have caused the Treasury 
serious losses,” Minister Samaraweera said.  
 
“As a country, now we have to question if we can bear the losses made by SriLankan Airlines,” he 
pointed out.  
 
The Minister also noted that the public holds a negative opinion of SOEs, questioning the policy to keep 
maintaining loss-making enterprises with public money.  
 
Minister Samaraweera stressed that “no Government has the capacity to bear the kinds of losses” made 
by the SOEs, stressing the need for reforms to reduce losses to save public money and be efficient. 
 
As part of the reforms, the SOEs have signed Statements of Corporate Intent in 2017. The first phase 
saw five SOEs (CPC, CEB, Water Board, Airport and Aviation Sri Lanka, and Sri Lanka Ports Authority) 
signing the SCI.  
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Another ten SOEs signed the SCI on Monday, namely: Sri Lanka State Plantation Corporation, Urban 
Development Authority, Lanka Sathosa Ltd., Central Engineering Consultancy Bureau, State Timber 
Corporation, Kurunegala Plantation Ltd., State Pharmaceuticals Corporation, Milco Ltd., National 
Livestock Development Board, and Geological Survey and Mines Bureau. 
 
The SCI aims to enable the SOEs to be transparent, accountable, and performance-driven, Dr. 
Samaratunga said. 
(Dailyft) 
 

Employee group opposes alleged privatisation of profitable Litro Gas 

The Litro Surakime Jathika Ekamuthuwa (LSJE) or Litro Surakeeme National Unity, a newly formed 
employee union, has intensified its agitation against the Finance Minister and other connected parties’ 
move to privatise Litro Gas Lanka Ltd. by filing a case in the Court of Appeal. 
 
The case was filed following a move to totally or partially privatise the profit-making State-owned 
enterprise, citing Finance Minister Mangala Samaraweera, Secretary to Ministry of Finance/Secretary to 
the Treasury Dr. R H S Samaratunga, Ministry of Finance Senior Advisor Mano Tittawella, Sri Lanka 
Insurance Corporation, Laugfs Gas Terminal Ltd., and Laugfs Gas PLC as respondents. 
 
LSJE comprises of 80% of employees of Litro Gas Lanka, and was formed a few months ago with the sole 
purpose of protecting the well-being of the company in the backdrop of some drastic moves by the 
Ministry of Finance. 
 
Litro Surakime Jathika Ekamuthuwa (LSJE) President A K Nalin Samantha says this is the second attempt 
to privatise Litro Gas Lanka Ltd. “Previously they privatised it though an international entity, and later it 
had to be taken over by the State at a significant cost. We are opposed to privatisation, and will 
continue to agitate against this move by the Government.”  
 
“This is a company that belongs to the people of this country, and what is unfortunate is that a 
successful SOE which commands a market share of over 75%, and which is the only SOE which has 
provided the Treasury around 10 billion rupees in pidends during the last two financial years, is now 
being privatised due to vested interests of some parties.” 
 
One of the objectives of the litigation is block any form of whole or partial privatisation; directly or 
indirectly by the only competitor in the industry, to thwart the efforts of becoming a supplier to Litro 
Gas and creating an unhealthy market condition detrimental to the consumers and the country, while 
also vehemently opposing the removal of the current Board of Directors, who opposed the moves by the 
Finance Minister, Ministry and their allied parties. 
 
The Finance Minister sought removal of the Board of Directors and attempted to appoint a fresh Board a 
few times over the last few months. The LSJE state that is a result of a sinister move by the Ministry to 
force a partial purchase of ownership of the bunkering facility, commissioned by Laugfs Gas PLC 
recently. The proposal outlines that the part of the cost and ownership of the bunkering facility could be 
shared by Laugfs Gas Lanka, paving the way for not only a partial or total privatisation of Litro Gas Lanka 
Ltd., but also a highly unhealthy monopoly of the LPG sector which will be highly detrimental to the end-
consumer. LSJE also states that the reason for lack of support from the Ministry in terms of consent and 
permission for Litro Gas’ future expansion plans such as terminal expansion and new filling plant 
requirement are due to their intentions of privatisation. 
 
Significantly, apart from LSJE, multiple other related parties are also seeking litigation in this matter. 
Apart from the 80% of 230 employees belonging to LSJE, all distributors, 100 dealers representing all 
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8,500-plus dealerships, and all manpower employees who had been in the service at Litro Gas from a 
period of 2–20 years are seeking litigation as different parties of petitioners for the same cause. 
 
Litro Gas Lanka is the island’s largest importer and supplier of LP Gas, and has won numerous awards 
and accolades for its performance excellence, dedication to sustainability and successful 
implementation of standardisation in 2018. The line-up of awards signifies the success of the Company’s 
core intent to ensure long-term success and viability through profitability, performance excellence and 
standardisation. 
(Dailyft) 
 

CSE ends at near 1-month high on local buying; rupee gains 

Sri Lankan shares ended firmer for the third straight session on Tuesday to hit a near one-month closing 
high on local buying, even as foreign investors continued to pull out funds from equities, while the rupee 
ended slightly stronger.  
 
The benchmark stock index ended 0.23% firmer on at 5,335.29, its highest close since 9 May. It fell 
0.24% last week and declined 11.9% this year so far. The index had hit its lowest level since 17 May last 
Thursday.  
 
Tuesday’s stock market turnover was Rs. 411.7 million ($2.33 million), its highest since 28 May but 
below this year’s daily average of about Rs. 529.9 million. Last year’s daily average was Rs. 834 million.  
 
Foreign investors sold a net Rs. 183.1 million worth of shares on Tuesday, extending the year-to-date net 
foreign outflow to Rs. 5.71 billion.  
 
The rupee ended at 176.30/60 per dollar, compared with Friday’s close of 176.40/50, Refinitiv data 
showed.  
 
Analysts expect the rupee to weaken further as money flows out of stocks and government securities. 
The rupee fell 0.03% last week but is up 3.57% for the year. Exporters had converted dollars as investor 
confidence stabilised after a $1 billion sovereign bond was repaid in mid-January. 
 
The rupee dropped 16% in 2018 and was one of the worst-performing currencies in Asia. 
 
Foreign investors sold a net Rs. 3.5 billion worth of government securities in the week that ended on 4 
June, extending the island nation’s net foreign outflow to Rs. 21.9 billion so far this year, Central Bank 
data showed. 
 
The Central Bank cut its key interest rates on 31 May to support a faltering economy as overall business 
and consumer confidence slumped following deadly bomb attacks in April.  
 
Sri Lanka is unlikely to hit its full-year economic growth target of 3-4% following the bombings, junior 
Finance Minister Eran Wickramaratne told Reuters last month. A Reuters poll has forecast growth to 
slump to its lowest in nearly two decades this year.  
 
The Government’s pension fund has resumed investing in risky assets as the stock market is “extremely 
undervalued at the moment and is considered a good time to go in,” the Central Bank Governor said last 
month at its monetary policy meet.  
 
(Dailyft) 
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CSE an absolute buying opportunity: CB Chief 

Central Bank Governor Dr. Indrajit Coomaraswamy yesterday told foreign institutional investors that the 
Colombo stock market is an “absolute buying opportunity.” 
 
Addressing the fourth CT CLSA Asia Frontier Forum which kicked off yesterday, the Governor said 
“macroeconomic fundamentals are good” though in recent months there has been net foreign outflow.  
 
It was pointed out that the reduction in policy rates by 50 basis points recently was a boost for 
investment in listed equities.  
 
He also said global investor community and financial markets have adjusted post-Easter Sunday setback.  
 
He revealed that as of 18 April the rupee had appreciated by 4.6% and as of 7 June, the appreciation 
remained at 3.6%. “There is a fair degree of stability,” he added. The Central Bank had bought on a net 
basis $ 128 million from the market as part of building non-debt reserves. 
 
The Governor said that since 21 April, there had been six Treasury Bill issuances and yields have come 
down whilst the country also saw the largest ever Bond auction worth Rs. 120 billion. In terms of Sri 
Lanka’s International Sovereign Bonds (ISBs) the yields have more or less remained intact, he said adding 
that markets are still favourable to Sri Lanka.  
 
“Investors know that Sri Lanka will do whatever to honour its external payments,” he added.  
 
Despite challenges and travel advisories, FII delegates from Africa, Asia and Europe will join over 20 
institutional fund managers from Sri Lanka to access 19 top tier Sri Lankan corporates and six leading 
corporates from Bangladesh and Pakistan at the forum this year. 
(Dailyft) 
 
 

Pan Asia Bank introduces Customs payments through retail internet 

banking 

Pan Asia Bank recently introduced a facility to make real-time online payments to Sri Lanka Customs 
through its online banking.  
 
This value addition was introduced under Sri Lanka Customs’ implementation of an online payment 
platform as a partnership with LankaPay. 
 
The new facility added to Pan Asia Internet Banking will enable customers to make any duty payments 
to Sri Lanka Customs through the bank’s online platform, without visiting a branch. All payments made 
under this facility to Sri Lanka Customs will be credited immediately. This new service which was 
developed as a part of Pan Asia Bank’s commitment to offer greater freedom and convenience to 
customers, will enhance the customer experience by cutting down on the required paperwork and the 
hassle. (Dailyft) 
 



 

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

 

Stocks end at 1-week peak in thin trade; rupee edges higher 

Sri Lankan shares ended firmer for the second straight session on Monday in dull trade to hit a one-week 
closing high, while the rupee ended slightly stronger, market sources said.  
 
The benchmark stock index ended 0.47% firmer on Monday at 5,298.18, further moving away from its 
lowest close since 17 May hit on Thursday. It fell 0.24% last week and declined 12.1% this year so far.  
 
On 31 May, the Central Bank cut its key interest rates to support a faltering economy as overall business 
and consumer confidence slumped following deadly bomb attacks in April.  
 
Sri Lanka is unlikely to hit its full-year economic growth target of 3-4% following the bombings, junior 
Finance Minister Eran Wickremeratne told Reuters last month. A Reuters poll has forecast growth to 
slump to its lowest in nearly two decades this year. 
 
The Government’s pension fund has resumed investing in risky assets as the stock market is “extremely 
undervalued at the moment and is considered a good time to go in,” the Central Bank Governor said last 
month at its monetary policy meet.  
 
Monday’s stock market turnover was Rs. 75.5 million ($ 428,247.31), its lowest since 4 January and well 
below this year’s daily average of about Rs. 531.1 million. Last year’s daily average was Rs. 834 million.  
 
Foreign investors sold a net Rs. 7.2 million worth of shares, extending the year to date net foreign 
outflow to Rs. 5.53 billion. The rupee ended at 176.40/50 per dollar, compared with Friday’s close of 
176.45/55, market sources said.  Analysts expect the rupee to weaken further as money flows out of 
stocks and government securities. The rupee fell 0.03% last week but is up 3.51% for the year. Exporters 
had converted dollars as investor confidence stabilised after a $1 billion sovereign bond was repaid in 
mid-January.  
 
The rupee dropped 16% in 2018 and was one of the worst-performing currencies in Asia.  
 
Foreign investors sold a net Rs. 3.5 billion worth of government securities in the week that ended on 4 
June, extending the island nation’s net foreign outflow to Rs. 21.9 billion so far this year, Central Bank 
data showed. (Dailyft) 
 

Panasian Power plans Rs. 400 m placement with Emerald Fund to boost 

expansion, diversification 

Panasian Power PLC, one of Sri Lanka’s leading green energy solutions providers, announced the private 
placement to institutional investor Emerald Fund (subject to Colombo Stock Exchange and shareholder 
approval) – one of the largest private equity fundsdedicated to Sri Lanka. At Rs. 3.20 per share the 
Emerald Fund will invest Rs. 400 million amounting to a 20% stake in the company. 
Panasian Power Chairman and Chief Executive Officer Dr. Prathap Ramanujam 
 
 
 
The proceeds from the placement will go towards PAP’s strategic objective of increasing local capacity to 
30MW across all sources by 2020 and generate an annual revenue of Rs. 1 billion. The company 
currently has potentially15MW of solar power in the pipeline consisting of 9MW rooftop and 6MW 
ground solar,2MW of which will be connected to the grid shortly. Once completed these projects are 
expected to generate an annual revenue of Rs. 400 million. 
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PAP also seeks persification through foreign projects and has identified African countries like Zambia, 
Kenya and Mozambiqueas suitable areas for investment thanks to their high energy demands. The 
company has already made significant progress in these countries and has a positive outlook on their 
Africa strategy.Furthermore, with this latest capital infusion, PAP’s position in Africa is further 
strengthened and with the backing of the Emerald Fund the company will now be able to raise 
additional capital overseas to fund these projects and others. 
 
The Emerald Fund is managed by NDB Zephyr Partners Ltd., a joint venture between NDB Capital 
Holdings Ltd. (NCAP) and Zephyr Management L.P. (USA), and backed by international Development 
Financial Institutions (DFIs) such as International Finance Corporation (IFC), Deutsche Investitions-und 
EntwicklungsgesellschaftmbH (DEG) and NederlandseFinancierings-
MaatschappijvoorOntwikkelingslanden N.V. (FMO). 
 
With such stakeholders the Emerald Fund has developed a proactive investment philosophy whichoften 
involves active participation in the management of investee companies to improve the formulation and 
execution of the company’s strategy. The combined global network and relationships of NCAP and 
Zephyr have positioned the Fund as an attractive partner for Sri Lankan businesses looking to expand 
into overseas markets. To date the Fund has investments in Cleanline Linen Management Ltd.; JAT 
Holdings Ltd.; Idea Group Ltd.; and Consolidated Business Systems Ltd.It is also in the process of 
conducting due diligence for investments in the sectors of digital media; information technology; and 
logistics. 
 
In keeping with the Fund’s philosophy, it will help PAP in the implementation of its strategic plan. 
Emerald Fund willleverage its network to support the company’s business development initiatives; 
strengthen the management team; develop and implement performance management and retention 
strategies; optimise the capital structure of the company and reduce costs through financialstructuring; 
and focus on sustainable growth, including improving the social and environmental compliance of the 
company. 
 
This partnership comes on the heels of PAP posting the highest profit in the company’s history. Having 
grown revenue by 50% year-on-year and net profit margin by 66% during the same period the company 
holds the distinction of having the highest return on equity and among the lowest price to book value 
amongst its peers. Significant contributions to these stellar results came from the company’s portfolio of 
mini hydropower plants in Rathganga, Manelwala and Padiyapelella. Each has a number of years left on 
their contracts with an option for a 20-yearrenewal once they expire, therefore, ensuring their future 
contribution towards the company’s bottom line.  
 
With this strong foundation Panasian Power seeks to persify and expand beyond Sri Lanka’s borders to 
become a global energy supplier. Strategic partnerships with entities like the Emerald Fund facilitate the 
achievement of this goal and will secure the company’s future for years to come. 
 
Panasian Power PLC was incorporated in 2002. It owns and operates mini hydropower plants and 
supplies electricity directly to the Ceylon Electricity Board. In 2017 the company persified into solar 
energy to meet its revised energy targets and adapt to the changing energy landscape. 
(Dailyft) 
 

Price of 92 Octane petrol increased 

The Government has decided not to increase the prices of three of the four fuel types at this time. 
 
The Ministry of Finance announced that only the price of 92 Octane petrol will be increased with effect 
from midnight 10 June, based on the pricing formula. 
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Accordingly, the price of a liter of 92 Octane petrol will be increased by Rs. 3 to R. 138. 
 
Price of liter of 95 Octane petrol will remain at Rs. 164, Super Diesel at Rs.136 and Auto Diesel at Rs.104. 
 
Although fuel prices have increased in world market since March, the fuel prices have not been 
increased in the local market to help the consumers during the festive season. 
 
However, a declining trend in the fuel prices in the world market has been observed lately and 
accordingly, the Ministry of Finance says measures will be taken to provide the consumer with this 
advantage if the trend continues. 
 
(Dailyft) 
 

Stocks Slip as Rally Fizzles; Treasuries Steady: Markets Wrap 

Asian stocks ticked lower amid signs of fatigue in the recent revival in risk appetite. Treasuries steadied. 
Hong Kong shares led losses as demonstrators threatened to bring the city to a standstill, while equities 
declined to a lesser extent in Shanghai and Seoul. Australia stocks edged higher and those in Japan were 
flat. The S&P 500 Index ended little changed after a five-day winning streak and futures were steady. 
U.S. President Donald Trump said he’s personally holding up a trade deal with China and that he won’t 
complete the agreement unless Beijing returns to terms negotiated earlier in the year. The dollar drifted 
and crude oil declined. 
Benchmark Asia stock index has risen above its 200-day moving average 
 
Market sentiment remains fragile ahead of the Group-of-20 summit, which some say could provide a 
breakthrough in stalled trade talks between the world’s two-largest economies. As traders have added 
bets on lower U.S. interest rates, Trump stepped up his criticism of Fed policy in tweets Tuesday, calling 
borrowing costs “way too high” amid “VERY LOW INFLATION.” 
 
“Trade overwhelmingly is still something of a headwind because of the uncertainty, but monetary policy 
is starting to backfill a little bit and provide a little bit of downside support,” Gina Martin Adams, chief 
equity strategist at Bloomberg Intelligence, told Bloomberg TV. “No one really knows how to price trade 
because we don’t know where things are headed.” 
 
Elsewhere, oil fell back below $53 a barrel in New York after an industry report showed U.S. oil 
inventories swelling further. Hong Kong’s dollar climbed to the strongest level since early January amid 
signs of tightening funding costs. 
Tariffs Are Now Almost an Essential Part of Toolkit, Says Barings Investment Institute 
 
Christopher Smart, head of Barings Investment Institute, discusses the U.S.-China trade talks. 
 
Here are some key events coming up: 
 

• The U.S. releases consumer prices for May on Wednesday. 

• ECB President Mario Draghi speaks at a conference in Frankfurt on Wednesday. 

• The race to succeed Theresa May heats up with the first Conservative Party leadership ballot 
Thursday. 

• Euro-area finance ministers meet in Luxembourg Thursday. On the agenda: financial penalties 
for Italy over its debt load, and the euro-area budget. 

• China and the U.S. release industrial production, retail sales data Friday. 
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And these are the main moves in markets: 
Stocks 
 

• Japan’s Topix index slid 0.1% as of the lunch break in Tokyo. 

• South Korea’s Kospi index fell 0.2%. 

• Hang Seng Index dropped 1.5%. 

• The Shanghai Composite slipped 0.6%. 

• Australia’s S&P/ASX 200 Index rose 0.2%. 

• Futures on the S&P 500 Index were flat. The underlying gauge was flat Tuesday. 

• Euro Stoxx 50 futures slid 0.4%.  
 
 
Currencies 
 

• The yen was up 0.1% to 108.45 per dollar. 

• The offshore yuan held at 6.9255 per dollar. 

• The Bloomberg Dollar Spot Index was flat. 

• The euro traded at $1.1330, little changed. 

• The Aussie dipped 0.2% to 69.50 U.S. cents.  
 
Bonds 
 

• The yield on 10-year Treasuries held at 2.14%. 

• Australia’s 10-year bond yield dipped to 1.44%. 
 
Commodities 
 

• West Texas Intermediate crude lost 1.7% to $52.37 a barrel. 

• Gold rose 0.5% to $1,332.86 an ounce 
(Bloomberg) 


