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A letter sent to Ministry of Industries

The new Industry Minister was written to by the CNCI chairman airing the grievances of the local industrialists in
the present context with their prospective recommendations in the midst of limited alternatives.. The issues broadly
covered the important areas listed below.

Import Related Issues

Fuel, Electricity and Gas Issue

Issues Resulted from Inflation

General Issues

China Sri Lanka Free Trade Agreement

The letter to the Minister also reserved space to seek an early appointment with the Minister to further clarify the is-

sues in detail along with the general issues and China Sri Lanka FTA.
More details: https://cnci.lk/letters_to ministries.html
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World Bank warns of a Global Debt Storm

The World Economy is simultaneously dealing with three challenges- the Pandemic, the rising Cost of
Debt and the war in Ukraine. Economists say what is happening in Sri Lanka could happen to other
countries as well.

The United Nations has identified 69 such economies. Fifty of them are in the African and Asia Pacific
region while 19 in the Latin American region.

Economists predict that a Global Debt Storm could engulf these developing countries making their
economies fall like dominos. Sri Lanka’s debt crisis is a warning to the world. The World Bank says a
Global Debt Storm is coming.

Source: Daily News — 17th May,2022

World could run out of wheat stocks ‘in 10 weeks’

UK: The world has just 10 weeks’ worth of wheat stock-
piled after Russian President Vladimir Putin’s invasion of
Ukraine disrupted supplies from the “breadbasket of Eu-
rope”.

The UN has been warned that global wheat inventories
“ have fallen to their lowest level since 2008.

Official Government estimates put world wheat inventories
at 33 per cent of annual consumption but stocks may have slumped to as low as 20 per cent, according to
agricultural data firm Gro Intelligence. It estimates that there are only 10 weeks of global wheat supply left in
stockpiles.

Russia and Ukraine account for around a quarter of the world’s wheat exports and the West fears Mr Putin is
trying to weaponise food supplies.

Russia is on track for a strong wheat harvest this year, cementing Putin’s control over the staple grain as
bad weather spoils production in Europe and the US.

Meanwhile, the Kremlin is tightening its grip on wheat supplies after a strong harvest.

In a report earlier this month, the US Department of Agriculture forecast a major decline in wheat stocks,
saying they will drop 6 per cent to a nine-year low of 16.8 million tons by the end of 2022-23. - THE SYDNEY
MORNING HERALD

Source: Daily News — 23rd May,2022
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Technical level discussions with Sri Lanka will continue: IMF

The International
Monetary Fund
(IMF) on Wednes-
@ day (May 11) said it
continue
technical level talks
with debt-ridden Sri
Lanka to prepare
for policy discus-
sions once a new government has been formed in the country.
Sri Lanka has been grappling with an unprecedented econom-
ic turmoil since its independence from Britain in 1948. Sri
Lanka is currently facing the worst economic crisis and politi-
cal instability ever after Independence due to manifold rea-
sons both short and long-term.
The IMF said that it remains committed to assisting Sri Lanka
in line with its policies. Technical level discussions with Sri
Lanka have commenced.They will continue to prepare for
policy discussions once a new Government has been formed,
the IMF was quoted as saying by the report

On our virtual mission during May 9 to 23, discussions at the
technical level have just started and continued as planned so
as to be fully prepared for policy discussions once a new gov-
ernment has been formed,” the IMF said in a statement.

The IMF also said that it is following developments in Sri
Lanka closely and is concerned about rising social tensions
and violence.

The two sides convened their first round of talks at the IMF
headquarters in Washington in April.

Sri Lanka is hoping for a Rapid Finance Instrument (RFI) fa-
cility as well as a larger Extended Fund Facility (EFF) from
the international financial body to help it deal with its foreign
currency shortages, which have triggered an economic crisis.
In the last meeting, the IMF assured to help the country with
an amount of US$ 300 million to US$ 600 million.According
to the IMF, the country will receive the said amount from the
World Bank over the course of the next four months. (The
Hindu)

Source: -Daily News — 12th May ,2022

Sri Lankan female labour force declines to 33%
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Sri Lanka took almost four decades to double
its female labour force participation rate from
about 19% in 1953 to 36 % in 1990.

Since then, the female labour force participa-
tion rate has averaged just 33 % and has been
on a declining trend in recent years.

Although Sri Lanka is ahead of the South
Asian average of 24 %, the country’s female
labour force participation remains much lower
than the ‘upper middle income’ country aver-
age of 55% according to the Central Bank an-
nual report -2021.

The continued stagnation of the female labour
force participation is a key policy issue to be
addressed as the economy struggles with a
rapidly ageing population, labour productivity

issues and increasing migration, especially of
skilled and semi-skilled workers. With due
consideration for considerable investments that
consecutive governments have made in the
education and health sector over the last seven
decades, it is noted that bringing women into
the labour force and thereby creating an ex-
pansion of the labour force can have signifi-
cant positive impacts on the growth process of
the country, while also ensuring the efficacy of
such investments, amid limited fiscal space.

Initiatives in this regard should also focus on
ensuring that women avail of ‘decent work’, as
outlined in the SDGs. The need to engage
women in ‘decent work’ is underscored by the
developments arising due to the COVID-19
pandemic, which has caused a rise in the soci-
oeconomic vulnerability of women as they
tend to be employed in vulnerable jobs in the
services or agriculture sectors and are more
likely to be underpaid or engaged under less
favorable working terms.

Since long, there has been a broad consensus
that policies focused on alleviating the ‘triple
burden’ of women and thereby enhancing fe-
male labour force participation, an element

lacking in Sri Lanka. This is evident from the
dearth in

the availability of affordable and regulated
childcare or elderly care facilities, the absence
of flexible working arrangements and the lack
of reliable and safe modes of public transpor-
tation — international experiences highlight
these as essential to improve the female labour
force participation.

Developing such infrastructure can lead to
better absorption of females into the labour
force thereby paving way for an increase in
overall welfare through the increase in the
productive resource base of the economy.

Over the medium term, the higher levels of
household incomes can translate into improved
education and nutritional outcomes for future
generations, thereby contributing to consistent
improvements in the productivity of the labour
force.

Accordingly, it is vital to devise a targeted,
holistic and multi sectoral policy initiative that
supports stronger diversity and inclusion in a
gender sensitive manner. (IH)

Source: -Daily News — 24th May ,2022
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First Capital Research says in upcoming policy review:

CBSL expected to maintain rates at current levels

Rate G @ Ohange

As per the First Capital Research
view, at the upcoming policy meet-
ing, there is a strong case for main-
taining policy rates in order to realize
the impact of previous rate hikes
amounting to a total of 850bps.

“As a result, we believe that there is
a major probability of 60% to main-
tain rates at current levels. However,
there is also a probability of 40% for
tightening to compensate for higher
inflation and to preserve the currency
and foreign reserves thereby support-
ing macroeconomic stability. How-
ever, at the upcoming policy review
we expect CBSL to maintain rates at
current levels.” FC Research said in
its Pre-Policy Analysis-May 2022.

The Monetary Board at the previous
policy announcement held in April
decided to increase policy interest
rates; SDFR and the SLFR by
700bps to 13.50% and 14.50% re-
spectively and this can be considered
as the highest ever policy rate hike
delivered in the history of Sri Lanka.
On a cumulative basis, policy rates
have increased by 850bps for this
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We expect 0%
prododility for no
change in policy
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year at three policy announcements.
Accordingly, considering the above
factors we believe that CBSL might
prefer to conserve its policy space
and use it judiciously in the latter
part of the year while also allowing
the impact of previous rate hikes to
materialize as it takes roughly a 3-6
months period to get reflected in the
economy.

“Therefore, we believe that there is a
lower probability for further rate
hikes at the upcoming policy meet-
ing.” Market interest rates are adjust-
ing upwards gradually Market inter-
est rates have been gradually adjust-
ing upwards in response to tight
monetary policy measures adopted
thus far. Accordingly, in response to
the 700 bps rate hike on April 8,
AWCMR moved to 14.5% while
AWPR was uplifted to 19.55%. Fur-
ther, FD rates of major LCBs were
seen shifting upwards in response to
policy adjustments with FD ceiling
on Market interest rates adjusting
upward gradually with Non Bank
Financial Institutions (NBFIs) in-
creasing to 26.22% as of May 12-

2022.

Moreover, in response to increased
lending rates, credit disbursed for
February-22 and January-22 declined
to Rs 33.50 billion and Rs 36.10 bil-
lion respectively.

“Hence, we believe that further hike
in policy rates would not be required
at the upcoming policy review. Poli-
cy tightening may not curb cost-push
inflation.”

Increase in global commodity prices
has become a key determinant factor
of the soaring inflation in Sri Lanka.
In that, escalating crude oil prices
due to supply-side constraints play a
major role in the domestic context by
inflating prices of the overall econo-
my. Moreover, import restriction and
Sri Lanka’s heavy dependency on
imports are also promoting supply-
side shocks, while also wearing out
the competitiveness of certain local
industries and thereby causing detri-
ments to the consumers due to dis-
cretionary rise in prices of goods and
services by suppliers.

“Therefore, monetary tightening may
not address these issues arising via
cost-push effects on inflation.”

As per 2021 article IV consultation
report, IMF recommends having a
substantial revenue based fiscal con-
solidation which includes reforms on
strengthening VAT and income tax-
es, through rate increases and base
broadening measures accompanied
with energy pricing reforms to re-
duce fiscal risks from loss making
public enterprises.

Source: -Daily News — 19th May ,2022
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Sri Lankans to grow older before economy gets bigger and better

Distribution of Population Age in Sri Lanka
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Working-age population also narrows; fur-
ther contraction expected in two years of
pandemic, of which data isn’t available yet.

Sri Lankans are getting older before they
attain any economic well-being, as people
are forced to contend with difficult econom-
ic conditions during their lifetime brought
about by decades-long economic misman-
agement by successive governments.
According to Charts.lk, an economic data
platform, 17.9 percent of Sri Lanka’s popu-
lation is older than 59 years of age by the
end of 2019, which made Sri Lanka the
country with the highest older population in
South Asia.

62%
62%
63%
62%

Owver 59 Years

wore (

This was a sharp
increase from the 12
percent in 2009/10,
about the same time
when the country
ended its three-
decade-old war,
which rekindled
hopes of economic
renaissance and 9
percent in 1978/79,
when the economy
was liberalised,
promising better
living standards for
the people.
According to data,
in 1963, only 7 per-
cent of Sri Lankans were above 59 years of
age, reflecting that Sri Lanka was much
younger then compared to now.

Charts.lk parsed the Household Income and
Expenditure Survey report for 2019, which
was released only recently by the Census
and Statistics Department, as the survey
contains the country’s demographic disper-
sion based on age.

The data also presents a new set of challeng-
es for the country, which has been scram-
bling so hard to stabilise its economy fol-
lowing a hard landing in March after dec-
ades of living beyond its means through
borrowed money amid corruption, ineffi-
ciency and stealing of public resources.

The fact that Sri Lanka also has a shrinking

working age population while its dependents
are rising fast makes matters worse.

For
instance, its working-age population, who
are between 15 to 59 years, have narrowed
from 62 percent in 2009/10 to 59 percent by
2019, according to the data available.

The situation would become horrific when
the data comes out for the two years of the
pandemic in 2020 and 2021, as people who
are in their working age left the job market
and others retired voluntarily, due to the
economy-crippling lockdowns and other
restrictions imposed to restrict the spreading
of the virus.

Meanwhile, migration, which had reached
record levels in recent times, would also
deal a lethal blow to the Sri Lankan econo-
my that is already hamstrung by a skills
shortage. Close to 1.5 million Sri Lankans
drive three-wheelers and another 1.5 million
work in the state sector, making close to 40
percent of the labour force, who contribute
to negative productivity in the coun-
try. Hence, unless the policymakers and
people themselves change their attitudes,
attaining any kind of economic well-being is
unlikely, as the country will not have
enough people in their prime working age to
prop up its economic activities.

The forewarning, which came from econo-
mists and the demographic experts way
back in 2012, fell on the deaf ears of the
policymakers in successive governments
and nothing was done except twice increas-
ing the retirement age from 55 to 65.

Source:Daily Mirror — 31st May, 2022

Oil climbs above $121 a barrel

Oil prices climbed above $121 a barrel on Monday,
hitting a two-month high as China eased COVID-19
restrictions and traders priced in expectations that
the European Union will eventually reach an agree-
ment to ban Russian oil imports.

Trading activity was muted due to a public holiday
in the United States.

The Brent crude futures contract for July, which
will expire on Tuesday, settled up $2.24, or 1.9%,
at $121.67 a barrel. U.S. West Texas Intermediate
(WTI) crude futures were up $1.99, or 1.7%, to
$117.06 a barrel at 18.03 GMT, extending solid
gains made last week.

"One reason being cited for this is the imminent
lifting of coronavirus restrictions in Shanghai,
which is sparking hopes that oil demand will pick
up again in China," analysts at Commerzbank said
in a note to clients.

Shanghai announced an end to its two-month-long
COVID-19 lockdown, and will allow the vast majori-
ty of people in China's largest city to leave their
homes and drive their cars from Wednesday.

Meanwhile, the EU is meeting on Monday and
Tuesday to discuss a sixth package of sanctions
against Russia for its invasion of Ukraine, which
Moscow calls a "special military operation."

"Europe has been haggling about this for the
better part of a month, but increasingly the market
is pricing (additional sanctions) in as a risk," said
Daniel Ghali, senior commodity strategist at TD
Securities in Toronto.

EU countries failed to agree on a Russian oil import
ban despite last-minute haggling before the sum-
mit got under way in Brussels. But leaders of the
27 EU countries will agree in principle to an oil
embargo, a draft of their summit conclusions

showed, while leaving the practical details and
hard decisions until later.

Any further ban on Russian oil would tighten a
crude market already strained for supply amid
rising demand for gasoline, diesel and jet fuel
ahead of the peak summer demand season in the
United States and Europe.

Underscoring market tightness, the Organization
of the Petroleum Exporting Countries and allies
including Russia, a group dubbed OPEC+, are set to
rebuff Western calls to speed up increases in out-
put when they meet on Thursday.

They will stick to existing plans to raise their July
output target by 432,000 barrels per day, six
OPEC+ sources told Reuters.

Page Source : Daily News : 02nd April 2022
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Sri Lanka achieves record exports in April

Sri Lankan merchandise exports grew to an all-time record
of US$ 915.3 million in April 2022, surpassing the previ-
ous high of US$ 799 million achieved in 2021.

Earnings from the merchandise exports increased by
11.87% y-o-y to US$ 915.3 million in April 2022, the
highest monthly value recorded for the month of April,
Chairman - Export Development Board (EDB) Suresh D
de Mel said.

Al
ﬂl P
“This was mainly due to the increase in earnings from ex-
port of Apparel & Textiles, Coconut based products and
Rubber based products. Further, a sizable increase was rec-
orded in the exports of Electrical & Electronic Components
and in the Seafood sector.”

“It must also be highlighted that, efficient facilitation of
the supply of fuel and energy to our exporters is imperative
to keep this momentum going while appealing for
an expedited solution to the current crisis. Further, we need
to focus on niche markets while consolidating the market
share in the US and EU. Export product diversification
must simultaneously happen so that we can create more
billion-dollar industries for Sri Lanka which we are lacking
today.”

Major product sectors except Spices & Concentrates, Ap-
parel & Textiles, Tea, Rubber-based products, Coconut
based products, Electronics & Electronic Components,
Food & Beverages and Seafood recorded increased exports
in April 2022.

Exports of Apparel & Textiles increased by 22.12% y-o-y
to US$ 445.79 million in April 2022. The increase was
driven by both Apparel and Textiles.

Export earnings from tea in April 2022 which made up

12% of merchandise exports, increased by 1.49% y-o-y to
USS$ 80.44 million. Export of bulk tea increased by 9.52%
in April 2022 compared to April 2021.

Export earnings from Rubber and Rubber Finished prod-
ucts have increased by 10.09% y-o-y to $ 71.27 million in
April 2022, with good performance in exports of Pneumat-
ic & Retreated Rubber Tyres & Tubes (23.21%).

On monthly analysis, export earnings of kernel products,
fiber products and shell products categorized under the Co-
conut based increased by 19.21%, 24.33% and 52.43% re-
spectively in April 2022. Export earnings from Seafood
increased by 10.58% to US$ 21.22 million in April 2022
compared to April 2021.

“Furthermore, export earnings from the Electrical & Elec-
tronics Components increased by 27.05 % y-o-y to USS$
34.38 million in April 2022 with strong performance in
exports of Insulated Wires & Cables (26.56%) and Electri-
cal Transformers (71.36%).”

For the period of January to April 2022, merchandise ex-
ports increased by 9.6 % to US$ 4,165.2 million. Apparel
& Textile exports increased by 13.27% to US$ 1,917.95
million during the period.

Jau Feb Mw A Moy Jun Jul Ag Sep Ot Nov De

Page Source : Daily News : 24th May 2022
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UN stands with Sri Lanka for a peaceful recovery from current crisis

While the
shown by the Sri Lankan people,

admiring resilience
the United Nations says it stands
with Sri Lanka and hopes for a
peaceful recovery from the current
crisis.

On behalf of the Secretary-General
and the United Nations Country
Team in Sri Lanka, Hanaa Singer-
Hamdy, UN Resident Coordinator
in Sri Lanka wished all those cele-
brating Vesak.

“‘Hatred is, indeed, never ap-
peased by hatred in this world. It is
appeased only by loving-
kindness.” As Sri Lanka and the
world journey through these trou-
bled times, may this teaching of
the Buddha from the Dhammapa-

da guide you.

His message of compassion, toler-
ance, and respect for one another
are true today as they were over
2500 years ago.

Acknowledging the contributions of
Buddhism to the world, an eminent
Sri Lankan the then Foreign Minis-
ter Lakshman Kadirgamar, brought
a proposal to the United Nations

General Assembly to make the
Buddhist holy day an International
Observance Day. Vesak was thus
declared a Day of Observance by
a General Assembly Resolution in
1999. Today the United Nations
stands with Sri Lanka, we admire
the resilience shown by her peo-
ple, and are hopeful of a peaceful
recovery from the current crisis.

It is only with compassion, and pu-
rity of intent, that present challeng-
es can be overcome. “Not to do
evil, to cultivate merit, to purify
one’s mind - this is the Teaching of
the Buddhas” Hamdy in a mes-
sage said.

Source: Daily News : 07th April, 2022

Cartoons

Source:cartoon-themorning.lk-24-05-2022
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USAID pledges to assist with urgent needs in Sri Lanka

pivoting

N

Power expressed her sympathy for those Sri Lankans who

USAID Administrator
mantha Power on Tuesday
underscored that USAID is
its ongoing pro-
grammes
help address the urgent
needs of Sri Lanka’s most
vulnerable and marginalized communities as they experi-
ence the economic shocks, compounded by rising food,
fuel and fertilizer prices, a release issued by her office said.

Sa-

in Sri Lanka to

were killed or injured in the political unrest earlier this

Page 08

month during a telephone conversation with Prime Minister
of Sri Lanka Ranil Wickremesinghe to discuss how USAID
is responding to the country’s political and economic cri-
ses. She pledged her support to the people of Sri Lanka
and committed that USAID would help the country weather
the crisis. She stressed the need to urgently undertake po-
litical and economic reforms to gain the trust of the Sri
Lankan people. Power assured the Prime Minister that
USAID would closely work with other donors such as the
IMF, the World Bank, G7 and others to support Sri Lanka
during this extraordinarily difficult period.

Source:Daily News — 26th May 2022

CBSL maintains Monetary Policy stance

The Monetary Board of the Central Bank
of Sri Lanka decided to maintain the
Standing Deposit Facility Rate (SDFR) and
the Standing Lending Facility Rate (SLFR)
of the Central Bank at the current levels
of 13.50% and 14.50%, respectively.

The Board is of the view that although
inflation is projected to remain elevated
in the near term, the substantial policy
measures taken by the Board, at its
meeting held on 08 April 2022, combined
with the other measures to stem the
firming up of aggregated demand pres-
sures, are expected to contain any further
build-up of inflation expectations and
ease inflationary pressures in the period
ahead.

A faster pass through to market interest
rates is observed following the significant
monetary policy tightening measures
Market interest rates have notably ad-
justed upwards reflecting the significant
monetary policy tightening measures tak-
en by the Central Bank in April 2022.

The interest rates on deposit and lending
products of financial institutions have
adjusted upwards considerably, cor-
recting some anomalies that prevailed in
the market interest rate structure. Alt-
hough domestic credit in rupee terms
recorded a significant expansion in March
2022, mainly due to the valuation impact
of foreign currency denominated loans,
the parity adjusted domestic credit ex-
pansion is estimated to have slowed.
Meanwhile, the resultant expansion of
broad money growth has been weighed

—

down by the contraction in net foreign
assets (NFA) of the banking system.

It is envisaged that the elevated interest
rate structure would attract more depos-
its into the banking system. However, the
expansion of domestic credit, particularly
to the private sector, would remain re-
strained due to the pass through of the
significantly  tight monetary policy
measures. Meanwhile, yields on govern-
ment securities, which increased consid-
erably in the recent past, are expected to
moderate and stabilise at lower

levels in the period ahead with the neces-
sary fiscal adjustments together with re-
newed efforts to restore political stability
in the country.

Inflation is projected to remain elevated
in the coming months before moderating
thereafter, supported by the realisation
of the full impact of the policy measures
Headline inflation is projected to remain
escalated in the near term on account of
domestic supply shortages, increased
global commodity prices, the effects of
the large depreciation of the Sri Lanka
rupee against the US dollar thus far dur-
ing the year, along with the impact of ag-
gregate demand pressures.

However, inflation is expected to moder-
ate thereafter reflecting the impact of
corrective policy measures of the Central
Bank and the expected improvements in
both domestic and global supply condi-
tions. Moreover, it is envisaged that the
recent tightening of monetary conditions
and the strengthening of monetary policy

communication will help anchor inflation
expectations of the public in the period
ahead.

The external sector continues to face
heightened challenges, which are being
addressed by an array of measures The
guidance provided by the Central Bank to
all licensed banks in the determination of
the interbank spot exchange rate, since
mid-May 2022, is expected to minimise
any excessive volatility in the domestic
foreign exchange market. This, coupled
with the recent tightening of the mone-
tary policy stance, restrictions on imports
on open account terms, and the reduc-
tion in the proportion of mandatory for-
eign exchange sales by the banks to the
Central Bank, is expected to ease pres-
sures on the Sri Lanka rupee, while also
gradually improving liquidity in the do-
mestic foreign exchange market. Moreo-
ver, these measures are anticipated to
help mobilise foreign exchange to finance
essential imports, until sizeable bridging
finance is made available. Some recovery
in foreign exchange inflows in terms of
workers’ remittances is expected due to
the notable reduction in the gap between
the official exchange rate and the rate
offered by the grey market and the con-
tinued increase in migration of workers.
However, the near term outlook of the
tourism sector is likely to remain unfa-
vourable due to both global and domestic
factors.

Source:Daily News — 20th May 2022
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Food inflation hits 57.4% in May

% Movement of CCPI based Inflation (Y-0-Y %
Change)
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Food

—— Headline Non-Food

Headline inflation, as measured by the year-on-year (Y-o
-Y) change in the Colombo Consumer Price Index
(CCPI, 2013=100) increased to 39.1% in May 2022 from
29.8% in April 2022.

This increase in Y-0-Y inflation was driven by the month-
ly increases of both Food and Non-Food categories.
Subsequently, Food inflation (Y-0-Y) increased to 57.4%

in May 2022 from 46.6% in April 2022, while Non-
Food inflation (Y-o0-Y) increased to 30.6% in May
2022 from 22.% in April 2022.Monthly change of
CCPI recorded at 8.34% in May 2022 due to price
increases observed in items of both Non-Food and
Food categories which were 4.87% and 3.47%,
respectively.

Accordingly, prices of items in the Non-Food cate-
gory recorded increases mainly due to price in-
creases observed in the Transport (Petrol, diesel
and bus fare), Housing, Water, Electricity, Gas and
Other Fuel (LP gas and Materials for maintenance/
reconstruction), Restaurant and Hotels and Miscel-
laneous Goods and Services (Car insurance) sub-
categories.

Meanwhile, annual average inflation rose to 14.2% in
May 2022 from 11.3% in April 2022. The core inflation (Y
-0-Y), which reflects the underlying inflation in the econo-
my increased to 28.4% in May 2022 from 22.0% in April
2022, while annual average core inflation increased to
10.2% in May 2022 from 8.1% in April 2022.

Source:Daily News — 02nd June 2022

Taxes incl. VAT to be increased

The government today decided to revise taxes given
the current economic crisis and thereby decided to in-
crease Value added Tax from 8% to 12% and Telecom-
munication Levy from 11.25 percent to 15 percent.

“In addition the levy of gross collection from gaming
was increased from 10% to 15%, corporate income tax
was increased from 24% to 30%, the ten-year tax holi-
days from constructions using recyclable materials,
boat manufacturing and bonded warehouses were also
revised.

Sri Lanka introduced a low tax regime in late 2019.
The reforms included the reduction of tax rates of Val-
ue Added Tax (VAT), Personal Income Tax (PIT) and
Corporate Income Tax (CIT), and narrowing tax bases
of VAT and PIT, while introducing a plethora of tax
incentives, such as tax exemptions for agriculture and

Information Technology (IT) and enabled services, tax
deductions and tax holidays. This caused an annual loss
of around Rs. 600 billion — 800 billion in tax revenue
to state coffers.

Therefore, these reforms are now being looked as poli-
cies that led to a significant loss of government reve-
nue, partly due to the spread of COVID-19 pandemic
in 2020/2021 and related developments, which affected
the revenue generation process, ultimately resulting in
the lowest revenue to GDP ratio in the region. The rev-
enue to GDP ratio has declined to 9.1% in 2020 from
12.7% in 2019 and further deterioration of 8.7% in
2021. This is significantly lower than the average reve-
nue ratio of around 25% of GDP in emerging market
and developing economies. (Yohan Perera)

Source:Daily Mirror—31st May 2022

Airlines diverted to Chennai, Dubai Singapore airports for refuelling

As an alternative solution and measures to minimize
the issues of refuelling aircraft at the Bandaranaike
International Airport (BIA), it was reported that the
airlines would be diverted to airports such as Chennai,
Dubai and Singapore, the airport sources said.

SriLankan Airlines which are already flying over In-
dia, are operating with fuel for its fleet from Chennai
and other Indian airports, a senior official said.

He added that the matter has been discussed with the
India authorities earlier.

He further said the fuel required for the aircraft will be
procured from the airports on their return flights to
Chennai or New Delhi. (T.K.G. Kapila)

Source:ually VIITOT — 23N Vidy 2UzZ
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. EXCHANGE RATES AS AT 31°T" MAY 2022 -

Buy Rate (LKR Sell Rate (LKR

Australian Dollar 253.2100 264.6025
Canadian Dollar 278.9659 290.1997

368.8656 382.8123
52.9021 55.1831
383.2022 394.0627
British Pound 446.8803 462.4181
2.7653 2.8740

Singapore Dollar 259.2706 268.3239

o
=]

United States Dollar 355.7708 365.7493

Source: https://www.cbsl.gov.lk/en/rates-and-indicators/exchange-rates/
daily-buy-and-sell-exchange-rates

Sri Lanka Economy SNAPSHOT

Economic
Growth

-1.9%

Policy Rates Interest Rates

SDFR 13.50 T-bill < 364 days 23.60%
SLFR 14 .50 T-bond = 3 year 15.2%
T-bond = 5 year 21.30%

LKR 3606000
INDICATIVE

Unemployment Population i.“* Per Capita

Rate .H. .i. Income

219 n‘ullim* i i i he 683 108
9.2% S0 3,682
" m,m;l W .S

Source : https://www.cbsl.gov.lk/en/sri-lanka-economy-snapshot
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