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Economy clocks promising 3.7% 1Q growth 

• Rebounds from 1.8% growth in 4Q of 2018  

• Agri grows 5.5%, Industries 3%, and Services 4.1% 

• Rice shows strong 13.1% growth, but Cereals drop 12.9%, and Marine Fishing 1.7%  

• Construction grows 6.9%, Textiles 2.3% 

• Telecommunications grows 15.5%, and IT 11.7%  

 
An across-the-board expansion in Agriculture, Industries and Services propelled first quarter growth in 
2019 to 3.7% in the first quarter of 2019, the Census and Statistics Department said yesterday with the 
strongest showing of 5.5% growth posted by agriculture. 
 
Issuing a communique on releasing National Accounts Estimates for the first quarter of 2019, DCS states 
that the economic growth rate of the country is estimated as 3.7% for the first quarter of 2019.  
 
The Gross Domestic Product at constant prices for the first quarter of 2019,was recorded as 
Rs.2,326,273 million, and GOP reported for the first quarter of 2018 was Rs.2,242,552 million. Growth in 
the fourth quarter of 2018 was just 1.8% following the Constitutional crisis.  
 
The four major components of the economy viz. Agriculture, Industry, Services and Taxes, have 
contributed their shares to the GOP at current price by 6.9%, 31.6%, 53.9% and 7.7%, respectively, in 
this quarter.  
 
The agricultural activities further expanded favourably by 5.5% compared to the expansion of 5.1% 
recorded in the first quarter of 2018. The industrial activities expanded satisfactorily by 3% in the first 
quarter of2019 compared to the 1.7% recorded in the first quarter of 2018. Service activities reported 
further expansion of 4.1% during the first quarter of 2019, compared to the first quarter of 2018. 
 
Among the sub-activities of Agriculture, 'Growing of rice' has expanded by 13.1% in this quarter 
compared to the first quarter of 2018. 'Growing of Oleaginous fruits including coconut' achieved an 
outstanding growth rate of 35.6% in this quarter compared to the recorded negative growth rate of 
15.7% in the first quarter 2018. Meanwhile' Animal production', 'Growing of fruits', 'Plant propagation 
activities and support servicesto agriculture', and ' Growing of vegetables' recorded substantial growth 
rates of 9.4%, 8.1%, 6.9%, and 4.7%, respectively, in the first quarter of 2019 compared to the first 
quarter of 2018.  
 
The sub-activities of 'Growing of cereals, 'Marine fishing', and 'Growing of tea’ showed contractions of 
12.9%, 2%, and 1.7%, respectively, within the first quarter of2019. 
 
In industrial activities, the sub-activities of 'Construction' and 'Mining and quarrying' grew by 6.9% and 
5.8%, respectively. Within the Manufacturing activities, ' Manufacturing of coke and refined petroleum 
products' reported a considerable expansion of 94.8%, while 'Manufacture of furniture’, 'Manufacture 
of food beverages and tobacco products', 'Manufacture of textile, wearing apparels, and leather 
products', and ‘Manufacture of rubber and plastic products' reported expansions of 5.7%, 2.3%, 1.9%, 
and 1.6%, respectively, within the first quarter of 2019.  
 
Meanwhile 'Manufacture of wood and wood products', 'Manufacture of paper products, printing, and 
reproduction of media products', and 'Manufacture of basic metals and fabricated metals' reported 
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considerable contractions of 23%, 11.2%, and 10.5%, respectively, within this quarter compared to the 
first quarter of 2018. The two activities, 'Electricity, gas, steam and air conditioning supply' and 'Water 
collection, treatment and supply' expanded by 0.6% and 6.4%, respectively, in this quarter. 
 
Among the service activities, 'Telecommunication' and 'IT programming consultations and related 
activities' achieved considerably high growth rates of 15.1% and 11.7%, respectively, in the first quarter 
of2019. Meanwhile 'Financial service activities', 'Programming and broadcasting activities,' 'Insurance 
reinsurance and pension funding activities', 'Other personal services', 'Accommodation, and food and 
beverages services', 'Wholesale and trade', and 'Transportation of goods and passengers, including 
warehousing' have expanded by 9.8%, 8.1%, 8%, 4.6%, 4.5%, 4.4 %, and 1.8%, respectively, in the first 
quarter of2019 compared to the first quarter of2018. 
 
DCS stated that a detailed report on the National Accounts estimates for the first quarter of 2019 has 
been published on the DCS website: www.statistics.gov.lk(Dailyft) 

Fitch, S&P issue rating on SriLankan Airlines’ proposed $ 175 m 

guaranteed dollar bonds 

Fitch Ratings has assigned SriLankan Airlines Ltd.’s (SLA) proposed issue of dollar government-
guaranteed bonds an expected rating of ‘B(EXP)’. 
 
The proceeds of the issuance will be used to refinance the company's $ 175 million bond due 27 June.  
 
The final rating is contingent upon the receipt of final documents conforming to information already 
received. 
 
The proposed bonds are rated at the same level as the bonds issued by SLA's parent, the Government of 
Sri Lanka (B/Stable), due to the unconditional and irrevocable guarantee provided by the Government.  
 
The Government's bonds are, in turn, rated in line with its Long-Term Issuer Default Rating (IDR) of ‘B’. 
The payment obligations arising under the guarantee rank pari passu with all other present and future, 
unconditional, unsecured and unsubordinated obligations of the Government. The State held 99.5% of 
SLA as of end-May through direct and indirect holdings. 
 
Fitch has rated SLA's dollar bonds at the same level as the sovereign rating due to the unconditional and 
irrevocable guarantee provided by the Government. The rating is not derived from SLA's standalone 
credit profile and thus is not comparable with that of its industry peers. 
 
The ratings of the proposed bond would be sensitive to any changes in Sri Lanka's Long-Term IDR. 
 
Developments that May, Individually or Collectively, Lead to Positive Rating Action – An upgrade of the 
sovereign Long-Term IDR. 
 
Developments that May, Individually or Collectively, Lead to Negative Rating Action – A downgrade of 
the sovereign Long-Term IDR. 
 
For the sovereign rating of Sri Lanka, the following sensitivities were outlined by Fitch in its Rating Action 
Commentary of 3 December 2018. 
 
The main factors that individually, or collectively, could trigger a positive rating action are: 
 
    Improvement in external finances supported by higher non-debt inflows, or a reduction in external 
sovereign refinancing risks from an improved liability profile 

http://www.statistics.gov.lk/
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    Improved policy coherence and credibility 
    Stronger public finances underpinned by a credible medium-term fiscal strategy  
 
The main factors that, individually or collectively, could trigger negative rating action are: 
 
    Further increases in external funding stresses that threaten the ability to repay external debt 
    Continued political uncertainty that contributes to a loss of investor confidence, possibly affecting the 
macroeconomic outlook 
    A deterioration in policy coherence and credibility that leads to an increase in general government 
debt and deficit levels 
 
In a related development S&P Global Ratings also assigned its ‘B’ long-term issue rating to the proposed 
dollar-denominated bonds due 2024 by SLA. The rating on the bonds is equalised with the long-term 
foreign currency sovereign credit rating on Sri Lanka (B/Stable/B), and is based on the timely, 
unconditional, and irrevocable guarantee by the Government. 
 
“The obligations of the Government as guarantor under the guarantee for the bonds constitute 
unsecured and unsubordinated obligations of the guarantor, and shall, at all times rank at least equally 
with all its other present and future unsecured and unsubordinated obligations, save for the exceptions 
as may be provided by applicable legislation and subject to the deed of guarantee,” it said. 
(Dailyft) 

CB launches Roadmap for Sustainable Finance 

 

• New roadmap to green financial system  

• Aims to encourage financing projects to combat climate change in SL  
 
  
 
The Central Bank yesterday launched the Roadmap for Sustainable Finance to encourage the financial 
system to promote financing for climate resilience projects to combat climate change in Sri Lanka.   
Central Bank Governor  
 
Dr. Indrajit Coomaraswamy  - Pix by Lasantha Kumara 
 
 
 
This was the national launch of the Roadmap as it was previously unveiled globally on 10 April at the 
Sustainable Banking Network Global Meeting of the International Finance Corporation (IFC) in 
Washington. The Central Bank joined its global counterparts in having a framework to encourage banks, 
leasing and insurance companies to provide finance for projects that aim to combat climate change or 
be climate resilient. Sri Lanka has been named as one of the countries that are most vulnerable to the 
adverse effects of climate change by the World Bank.  
 
“The Central Bank has placed much focus on sustainability. We consider it to be one of the core 
principles of the financial sector. This is why we have taken the step of introducing a Roadmap. The 
main thrust of this Roadmap is to ensure that sustainability is embedded in the decisions of the 
stakeholders in the financial system. We are very cognoscente of the unprecedented climate change and 
its unintended and dangerous consequences.  
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The frequency and severity of extreme climate events are increasing. This is borne out by events around 
the world,” Central Bank Governor Dr. Indrajit Coomaraswamy said.    
 
Guided by the Paris agreement that targets a rise of less than two degrees Celsius, financial systems 
across countries are facing the challenge of speeding and scaling up the financial facilitation needed for 
building resilient economies while managing related environmental and social risks.  
 
“The world is facing a daunting investment gap in delivering the Paris agreement. The OECD estimates $ 
69 trillion investment in energy, transport, building and water infrastructure will be required in the next 
two decades to meet the Paris agreement targets. This target is within range and we should aspire to it. 
Public funding will obviously not be sufficient to fund programs needed to fight climate change; the 
financial sector and the private sector have a critical role to play in addressing this gap. Hence mobilising 
investors from the private sector to finance sustainable projects is crucial to achieving tangible results,” 
he added.  
 
The Governor noted there was evidence strong leadership is required from central banks and 
supervisors to ensure the financial sector works to fight climate risks. It is within the mandate of central 
banks to respond to the challenges of climate change.  
 
“A recently published study suggests how climate change may directly impact the traditional core 
responsibilities of central banks. The implications of this study is central banks will have to incorporate 
climate change and climate resilience into their core policy implementation frameworks to efficiently 
and successfully safeguard price and financial system sustainability. We recognise that financial system 
management requires an appreciation of climate risks. We also agree that proactive recognition and 
early response are needed to deal with the economic impact of extreme climate events.”  
 
The Roadmap was developed in consultation with stakeholders, including the Sri Lanka Bankers’ 
Association (Guarantee) Ltd., Finance Houses Association of Sri Lanka, Insurance Regulatory Commission 
of Sri Lanka, and Securities and Exchange Commission of Sri Lanka. The IFC served as the secretariat and 
technical advisor, and the United Nations Development Program (UNDP) provided financial support 
through its Biodiversity Finance Initiative to the Central Bank in designing the Sustainable Finance 
Roadmap. 
 
This Roadmap provides a broad direction to financial regulators and financial institutions to effectively 
manage environmental, social and governance (ESG) risks associated with projects they finance, and 
promotes assistance to businesses that are greener, climate-friendly and socially inclusive. It attempts to 
scale up the contribution of the financial sector – including banking and finance, capital markets, and the 
insurance industry – and help build a more resilient, sustainable green economy. The Roadmap 
articulates a series of strategic activities to implement sustainable finance in Sri Lanka, while detailing an 
action plan to be implemented over the short, medium and long term by respective stakeholders. 
 
The Central Bank has appointed a Steering Committee on Implementation of the Roadmap for 
Sustainable Finance in Sri Lanka to facilitate effective implementation of the strategic activities 
encompassed in the Roadmap.  
 
The committee envisages monitoring and reviewing the progress while incentivising stakeholders in 
practicing sustainable finance in their ordinary course of business. Having identified the need for 
capacity development in the sphere of sustainable finance in Sri Lanka, the Central Bank, through its 
training arm, Centre for Banking Studies (CBS), has designed a series of training programs for 
stakeholders of sustainable finance. The first of such capacity building initiatives will be held today and 
tomorrow at CBS, in collaboration with IFC and UNDP. (Dailyft) 
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CSE at more than 6-week high on foreign buying; rupee gains 

Shares closed at a more than six-week high on Wednesday, boosted by foreign inflows into equities, 
while the rupee ended slightly firmer on dollar sales by exporters.  The benchmark stock index ended 
0.31% firmer at 5,392.30, its highest close since 3 May. The bourse rose 1.61% last week, but has 
dropped 10.91% so far this year. 
 
The economy picked up to 3.7% in first quarter 2019, government data showed on Wednesday. Finance 
Minister Mangala Samaraweera on Tuesday said the economy grew at 3.5% in the first quarter 
recovering from 1.8% in the previous quarter.  
 
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.  
 
Wednesday's stock market turnover was Rs. 542.01 million ($ 3.07 million), in line with this year's daily 
average of about Rs. 550.6 million. Last year's daily average was Rs. 834 million.  
 
Foreign investors bought a net Rs. 178.5 million worth of shares on Wednesday, first net buying in eight 
sessions. They have sold a net Rs. 522.6 million for the seven days through Tuesday. The year-to-date 
net foreign outflow is at Rs. 5.87 billion.  
 
The rupee ended at 176.65/80 per dollar, compared with Tuesday's close of 176.80/85, market sources 
said.  
 
Analysts expect the rupee to weaken further as money flows out of stocks and government securities. 
The rupee fell 0.14% last week, but is up 3.39% for the year. Exporters had converted dollars as 
investors' 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 bought a net Rs. 311 million worth of government securities in the week ended 12 
June, but the island nation's net foreign outflow was at Rs. 21.6 billion so far this year, Central Bank data 
showed. 
(Dailyft) 

Sri Lanka’s 1Q economy picks up to 3.5%, says Mangala 

Growth in Sri Lanka’s economy picked up to 3.5% in the first quarter from 1.8% in the previous three-
month period, Finance Minister Mangala Samaraweera said yesterday.  
 
Economic growth in the island nation’s 2018 fourth quarter had slowed to a nearly four-year low as a 
51-day political crisis took a toll on the industrial sector. The political crisis created panic and uncertainty 
among investors, who dumped Sri Lankan Government bonds and other assets, sending the rupee 
currency to record lows.  
 
The industrial sector, accounting for more than a quarter of the economy, had contracted 3.6% in the 
fourth quarter of 2018.  
 
“Under our Government, we took the real growth to the villages... the economy in the first quarter grew 
at 3.5% against 1.8% last quarter, which was hit due to the political crisis,” Samaraweera told 
Parliament.  
 
The sluggish quarterly growth dragged the country’s annual expansion to a 17-year low of 3.2% in 2018, 
compared with 3.4% in the previous year.  
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Last month, Central Bank Governor Indrajit Coomaraswamy said he expected the economy to grow by 
3% or less this year, dented by the impact of the Easter Sunday bombings.  
 
The Central Bank was preparing a downward revision to its earlier projection of 4% growth.  
 
Sri Lanka’s economic growth is expected to slump to a nearly two-decade low this year, a Reuters poll 
showed, as tourism, foreign investment and overall business activity eased sharply in the wake of the 
bombings.  
 
Security in Sri Lanka has been ramped up since the 21 April attacks by Islamic militants, who killed over 
250 people including 42 foreign nationals in churches and hotels across the country. Tourism, which 
accounts for 5% of the country’s Gross Domestic Product, has suffered as travellers from around the 
globe cancelled hotel and flight bookings.  
 
The Islamic State had claimed responsibility for the attacks. 
(Dailyft) 

182- and 364-day bill averages resume descending 

The 182-day and 364-day bill weighted averages at yesterday’s weekly Treasury bill auction decreased 
once again, following a laps of three weeks where weighted averages held steady or all bids were 
rejected.  
 
The total offered amount of Rs. 19 billion was fully subscribed to, as the bids to offer ratio increased to a 
four week high of 3.22:1. The dips were recorded at 3 and 2 basis points on the 182-day and 364-day 
maturities, respectively, to 8.60% and 8.86%. The secondary bond market yields continued to decrease 
yesterday across the yields curve on the back of continued buying interest. The liquid maturities of 
15.10.21, 15.03.22, 15.03.23, 15.03.24, 01.08.26 and 15.01.27 were seen dipping to intraday lows of  
9.63%, 9.90%, 10.02%, 10.17%, 10.42% and 10.49%, respectively, against its previous day’s closing levels 
of 9.70/74, 9.90/95, 10.10/17, 10.25/29, 10.48/52 and 10.57/59.  
 
In addition, buying interest on the two 2021’s (i.e. 01.05.21 and 01.08.21), 15.05.23, two 2024’s (i.e. 
01.01.24 and 01.08.24) and 15.06.27 saw it change hands at levels of 9.50% to 9.60%, 10.10%, 10.22% to 
10.25% and 10.63%, respectively, as well. 
 
The total secondary market Treasury bond/bill transacted volumes for 18 June was Rs. 8.35 billion.  
 
In the money market, overnight call money and repo rates averaged at 7.96% and 7.98%, respectively, 
as the OMO Department of the Central Bank was seen draining out an amount of Rs. 10 billion at a 
weighted average of 7.77%, by way of an overnight repo auction. The net liquidity surplus in the system 
increased to Rs. 24.32 billion yesterday. 
 
Rupee strengthens     
 
The USD/LKR rate on spot contracts strengthened yesterday to close the day at levels of Rs. 176.70/75 
against its previous day’s closing levels of Rs. 176.80/85 on the back of selling interest by banks. 
 
The total USD/LKR traded volume for 18 June was $ 90.52 million 
 
Some of the forward USD/LKR rates that prevailed in the market were 1 month – 177.40/60; 3 months – 
179.00/30, and 6 months – 181.00/40.   (Dailyft) 
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Treasuries Extend Gains on Fed; Gold Hits '13 High: Markets Wrap 

Treasuries extended gains, while Asian stocks were mixed after the Federal Reserve struck a dovish tone 
in its latest policy statement. The dollar weakened against all major peers and gold climbed to its highest 
level since 2013. 
 
The 10-year Treasury yield dropped below 2% to its lowest since November 2016 and two-year rates 
continued to fall. Stocks surged in China, saw modest gains in Tokyo and Hong Kong, and were little 
changed in South Korea. U.S. futures rose. Earlier, the S&P 500 Index edged higher as the Fed indicated 
an increased readiness to cut interest rates. The yen maintained gains after the Bank of Japan kept 
monetary policy unchanged. 
Two-year note yield tumbles as Fed turns dovish 
 
Seven of 17 Federal Reserve officials now think it will be appropriate to lower the benchmark overnight 
rate by a half-percentage point by the end of the year, according to updated projections published 
Wednesday. The Fed cited “uncertainties” in the outlook that have increased the case for a rate 
reduction as officials seek to prolong the near-record U.S. economic expansion. 
 
“This was a more dovish result than many had expected,” Tiffany Wilding, U.S. economist at Pacific 
Investment Management Co., told Bloomberg TV. “When you have heightened uncertainty and 
potential trade-policy shocks at a time when the economy is already in a fragile state, it makes sense for 
the Federal Reserve from a risk management perspective to really guide toward interest-rate cuts if they 
are needed.” 
 
Bond traders are virtually certain that the Fed will ease policy as soon as next month. The rate implied 
for the July 31 Fed decision dropped by 7 basis points to about 2.06%. That suggests about 31 basis 
points of rate cuts by then. The January 2020 fed funds futures contract implies close to 75 basis points 
of easing by the end of 2019. 
 
Meanwhile, the Bank of Japan kept monetary policy unchanged Thursday, maintaining its interest rates 
and asset purchases, it said in a statement. All 50 economists surveyed by Bloomberg had predicted no 
change. 
Fed Leaning Toward Rate Cuts Makes Sense Amid 'Fragile' Economy, Pimco's Wilding Says 
 
Tiffany Wilding, U.S. economist at Pacific Investment Management Co., reacts to the Fed’s decision. 
 
Elsewhere, oil recovered to trade above $54 a barrel after a report showing a decline in U.S. crude 
supplies and record gasoline consumption and OPEC and its allies agreed an early July date to discuss 
extending production cuts. 
 
These are the main moves in markets: 
Stocks 
 

• The MSCI Asia Pacific Index rose 0.8% as of 12:05 p.m. in Tokyo. 

• Topix Index rose 0.3%. 

• Kospi Index gained slightly. 

• S&P/ASX 200 Index advanced 0.2%. 

• Hang Seng Index rose 0.8%. 

• Shanghai Composite Index added 1.5%. 

• S&P 500 Index futures rose 0.3%. The S&P 500 Index closed up 0.3%. 
 
Currencies 
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• The yen rose 0.5% to 107.60 per dollar. 

• The offshore yuan rose 0.2% to 6.8807 per dollar. 

• The Bloomberg Dollar Spot Index declined 0.4%. 

• The euro bought $1.1267, up 0.4%. 
 
Bonds 
 

• The yield on 10-year Treasuries fell five basis points to 1.98%. 
 
Commodities 
 

• West Texas Intermediate rose 1% to $54.29 a barrel. 

• Gold rose 1.4% to $1,380.00 an ounce. 
(Bloomberg) 


