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Sri Lanka 2025 Budget 
Strategic Vision for Economic Revival

ACS Budget Report 2025

Sri Lanka's 2025 budget, presented by President Anura Kumara 
Dissanayake, introduces a detailed plan to rejuvenate the economy 
in the aftermath of the 2022 financial crisis. We believe the budget 
outlines a bold and strategic policy direction, prioritizing key 
sectors such as exports, construction, tourism, digitalization, ports, 
and infrastructure to foster economic stability. The government 
aims to increase export revenue to USD 19Bn in 2025 (up from USD 
16Bn in 2024) and has introduced a National Export Development 
Plan focused on expanding FTAs, attracting export-oriented 
investments, and establishing industrial parks while additionally, 
measures are being taken to enhance the country’s ease of doing 
business. Digitalization takes center stage in Budget 2025, with 
initiatives aimed at streamlining services and fostering a digital 
economy. The tourism sector also receives a significant boost, with 
proposals to promote and develop key destinations while 
expanding Bandaranaike Airport’s Terminal 2 to accommodate 
growing international traffic.

Furthermore, the government has called for expressions of interest 
for the development of Colombo West Terminal 2 and North Port 
to enhance maritime trade capacity. Plans are also in place to 
develop the remaining 61 tanks in Trincomalee, strengthening Sri 
Lanka’s position as a regional energy and logistics hub.

The budget outlines a bold and 
strategic policy direction, 

prioritizing key sectors 

Expressions of interest for the 
development of Colombo pot 

is proposed 
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Budget 2025
A Strategic Blueprint for Economic Revival and Growth

With an ambitious 5% growth target for 2025 and a well-defined 
roadmap to resume debt repayments by 2028, the budget tries to 
revitalize the economy, positioning Sri Lanka for sustainable long-
term growth.

The budget 2025 targets a revenue boost of LKR 900 Bn in 2025, 
raising total revenue to 15.1% of GDP in alignment with IMF 
guidelines. A significant portion of this increase is expected from 
the relaxation of vehicle import restrictions, complemented by a 
series of tax measures introduced ahead of the budget. These 
include a higher WHT on interest income, removal of export service 
tax exemptions, increased stamp duties on lease agreements, 
higher excise duties on cigarettes and liquor, and elevated 
corporate taxes on the same, among others.

In a positive move for long-term economic growth, the budget has 
allocated 4% of GDP for capital expenditure. Meanwhile, a 
significant portion of recurrent expenses is dedicated to interest 
payments, estimated at nearly LKR 3.0Tn, while LKR 1.3Tn each is 
allocated for state sector salaries and subsidies. Public sector 
salaries have been increased by LKR 15,750, with a net increase of 
LKR 8,250, to be implemented in three phases. In 2025, employees 
will receive a net salary increment of LKR 5,000 along with 30% of 
the remaining adjustment, while the balance 70% will be 
distributed equally in January 2026 and January 2027, making sure 
not much burden on the current budget. 

Budget 2025 targets a revenue 
boost of LKR 900Bn 

Budget has allocated 4% of 
GDP on capital expenses 
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Budget 2025
Boosting Consumption and Achieving Fiscal Targets

We anticipate a substantial uplift in consumption patterns, 
particularly with the increase in state sector salaries, which is 
expected to have a cascading effect on the private sector as well. 
The minimum wage for private sector employees is set to rise from 
LKR 21,000 to LKR 26,000 per month, alongside the rectification of 
pension anomalies. Additionally, the PAYE tax reductions are 
expected to generate significant savings, further stimulating 
consumption. The government has also proposed an increase in 
plantation sector wages to LKR 1,700, along with enhanced 
subsidies, all aimed at driving a boost in consumption across 
various segments of the economy. 

The country is thus projected to achieve a primary surplus of 2.3% 
of GDP, in line with IMF guidelines. Sri Lanka is expected to close 
the year with a budget deficit of LKR 2.2Tn, primarily financed 
through domestic sources, resulting in a budget deficit of 6.7% of 
GDP.

Substantial uplift in 
consumption patterns is 
expected through salary 

revisions and savings from 
proposed PAYE

Primary surplus of 2.3% of 
GDP anticipated , in line with 

IMF guidelines 
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Revenue to hit 15.1% of GDP, in line with IMF guidelines
Primary surplus to record at 2.3% of GDP

R e v e n u e  &  G r a n t s  t o  t o u c h  1 5 . 1 %  o f  G D P  

S L  t o  r e c o r d  a  p r i m a r y  s u r p l u s  i n  2 0 2 5 E

F i s c a l  d e f i c i t   t o  h o v e r  a r o u n d  6 . 7  %  o f  G D P

15.1%

2.3%

6.7%
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Revenue projected to grow by ~900Bn
Gvt to rely heavily on vehicle import taxes .. 

2023 2024 (P) 2025 (E)

Total Revenue & Grants 3,074 4,090 4,990

Total Revenue 3,048 4,030 4,960

Tax Revenue 2,720 3,704 4,590

Income Tax 911 1,026 1,167

Taxes on Goods and Services 1,420 2,201 2,772

Taxes on Extemal Trade 389 477 651

Non-Tax Revenue 328 326 370

Grants 26 60 30

Total Expenditure 5,357 6,131 7,190

Recurrent 4,700 5,340 5,886

Salaries and Wages 939 1,096 1,230

Other Goods and Services 300 392 416

Interest 2,456 2,690 2,950

Subsidies and Transfers 1,005 1,162 1,290

Public Investments 933 817 1,315

Other -276 -26 -11

Revenue Surplus (+)/Deficit (-) -1,652 -1,310 -926

Primary Surplus (+)/Deficit (-) 830 1,440 2,054

Budget Surplus (+)/Deficit (-) -2,283 -2,041 -2,200

Total Foreign Financing 495 -3,044 75

Total Domestic Financing 1,787 5,084 2,125
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Primary surplus to hover around 2.3% of GDP
Revenue is in line with IMF .. Budget deficit however to be hovering around 6.7% of GDP

2023 2024 (P) 2025 (E)

Revenue & Grants /GDP 11.1 13.6 15.1

Total revenue/GDP 11.0 13.4 15.0

Tax revenue/GDP 9.8 12.1 13.9

Nontax revenue/GDP 1.2 1.1 1.1

Grants/GDP 0.1 0.2 0.1

Total expenses/ GDP 19.4 20.4 21.8

Recurrent expenses/ GDP 17.0 17.8 17.8

Non-interest/GDP 8.1 8.8 8.9

Interest /GDP 8.9 9.0 8.9

Public investment /GDP 3.4 2.7 4.0

Revenue surplus / (deficit) /GDP -6.0 -4.4 -2.8

Primary surplus /(deficit)/GDP 0.6 2.2 2.3

Budget surplus/ (deficit)/GDP -8.3 -6.8 -6.7

Revenue & Grants /GDP 11.1 13.6 15.1

Total revenue/GDP 11.0 13.4 15.0

Tax revenue/GDP 9.8 12.1 13.9

Non-tax revenue/GDP 1.2 1.1 1.1

Grants/GDP 0.1 0.2 0.1

Total expenses/ GDP 19.4 20.4 21.8

Recurrent expenses/ GDP 17.0 17.8 17.8

Non- interest/GDP 8.1 8.8 8.9

Interest /GDP 8.9 9.0 8.9

Public investment /GDP 3.4 2.7 4.0
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Revenue proposals 
Budget speech revealed no surprises, apart from the proposals announced in December and January.

Proposal Wef

Removal on restriction on vehicle imports to bring in higher income from 
excise duties, custom duties, surcharge , luxury tax and  VAT 

01.02.2025

WHT on interest to increase from 5%-10% 01.04.2025

15% tax on service exports 01.04.2025

Stamp Duty on leases to be increased from 1%-2% 01.01.2025

Increase in income tax rate on Betting and Gaming, Tobacco and Liquor 
Industries from 40%-45%

01.04.2025

Imposition of VAT on digital services of 18% 01.04.2025

Casino entrance levy to be increased from USD 50-USD 100Mn  and gross 
collection levy to increase from 15% to 18% 

01.04.2025

Capital gains tax for individuals and partnerships to be increased from 10%-
15%. CGT applicable for other entities to be increased to 30% 

NA

Excise duties increased by 6% for liquor and cigarettes  11.01.2025

ACS Budget Report 2025
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Impact on Listed Counters
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CSE poised for growth with positive outlook from Budget 2025

Proposal Counters Impacted Impact

Proposed a net increase of LKR 8,250 for the 
minimum salary of public sector employees. 
Therefore, LKR 110Bn allocated for the proposed 
salary increase in 2025. 

Consumer Segment

HHL, CCS, CARG, JKH, 
SUN, MELS, DIST, 
RICH, BFL, GRAN, 

LMF, LAMB

Positive

The monthly minimum wage for private sector 
workers will increase from LKR 21,000 to LKR 27,000 
in April 2025, and further to LKR 30,000 in 2026.

The government has allocated LKR 232.5Bn for 
“Aswesuma” welfare programme in 2025.

Monthly allowances for low-income senior citizens 
will be increased from LKR 3,000 to LKR 5,000. 
additionally, senior citizens will be eligible for one-
year fixed deposits of up to LKR 1Mn with an 
additional interest rate of 3% above the prevailing 
interest rate in the market. 

Proposed to invest LKR 2.5Bn to increase milk 
production and enhance dairy farming productivity. 

Dairy Segment

LMF, LAMB
Positive

ACS Budget Report 2025
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Proposal Counters Impacted Impact

LKR 3Bn allocated for the improvement of rural 
roads, giving priority to roads that connect less 
developed rural villages, tourist destinations and 
industrial estates.

Construction Sector

AEL, TKYO
Positive

In addition, LKR 5Bn allocate for the rehabilitation
and improvement of rural roads and bridges in the 
Northern Province.

LKR 1Bn will be allocated to commence the 
construction of the Vadduvakal Bridge.

LKR 4.27Bn allocated for development of estate 
housing and infrastructure development.

Allocated LKR 81.3Bn for the Kadawatha-
Meerigama section of the Central Expressway and 
LKR 34Bn for the Pothuhera-Rambukkana section in 
2025. 

AEL Positive

ACS Budget Report 2025
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Proposal Counters Impacted Impact

BIA Terminal 2 will be expanded with the support of 
Japanese investment. AEL, Hotel Sector Positive

Proposed to allocate LKR 500Mn for the promotion 
campaign and infrastructure development of the 
tourism industry.

Hotel Sector Positive

New tourist destinations, like Anuradhapura, 
Yapahuwa and Jaffna to be developed and 
promoted.

Allocate LKR 300Mn to hold a “National Cultural 
Festival”. This festival will be initiated in November 
and launched in December.

The government's health budget for 2025 has been 
substantially increased, with an allocation of LKR 
604Bn. Healthcare Segment

SUN, CIC, HHL
Positive

Further, LKR 185Bn to be allocated for the purchase 
of drugs and medical equipment. 

ACS Budget Report 2025
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Proposal Counters Impacted Impact

LKR 35Bn allocated for the supply of fertilizer in 
2025. CIC, AGST Positive

Government to encourage private and foreign 
investment in Sri Lanka’s energy sector, with a focus 
on diversifying energy sources, placing greater 
emphasis on renewable energy, and modernizing 
infrastructure.

Energy Sector Positive

The government will formulate the National Export 
Development Plan (2025-2029) to enhance Sri 
Lanka’s export capacity in global markets, with 
expectations of USD 19Bn from exports of goods 
and services in 2025.

Export Based 
Counters

HHL, HAYL, MGT, 
HEXP, TJL, HELA, DIPD, 

REXP, BPPL

Positive

Free Trade Agreement (FTAs) and Double Taxation 
Avoidance Agreement (DTAs) will also be expanded 
with priority given to countries with high trade and 
investment potential.

Proposed to allocate LKR 1.5Bn to establish an 
Industrial Estate dedicated for Automobile 
components and rubber manufacturing.

RICH, CHMX Positive

ACS Budget Report 2025
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Proposal Counters Impacted Impact

Government decided to call for Expressions of 
Interest for the Colombo West Terminal 2 and 
Colombo North Port within a month, which are 
expected to enhance the performance of Sri Lanka’s 
ports.

JKH Positive

Casino entrance levy to be increased from USD 50-
USD 100Mn  and gross collection levy to increase 
from 15% to 18% 

JKH Negative

Government to intervene to increase daily wages of 
plantation workers to LKR 1,700 from LKR 1,350 Plantation sector Negative

Removal of Exemption on Export of Services

HAYL, SPEN Negative 

ACS Budget Report 2025
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Appendices 
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PAYE 
Tax free allowance increased from LKR 100k to LKR 150K per month , providing relief for middle income 

ACS Budget Report 2025

Current ( LKR) Proposed (LKR) Tax Rate 

Up to 1.2 Up to 1.8 0

1.2-1.7 1.8-2.8 6%

1.7-2.2 0 12%

2.2-2.7 2.8-3.3 18%

2.7-3.2 3.3-3.8 24%

3.2-3.7 3.8-4.3 30%

>3.7 >4.3 36%
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Corporate Taxes 
The exemption granted for export of services removed. Sin industry taxes increased from 40%-45% 

ACS Budget Report 2025

Industry Current tax Proposed Tax  rate 

Removal of Exemption on Export of Services Exempt 15%

Export of goods 30% Same

Construction/ Health/ Manufacturing/Tourism 30% Same

Betting & Gaming 40% 45%

Manufacture of sale or import and sale of liqour and 
tobacco 40% 45%

Other businesses 30% Same
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Capital Gains Tax 
Individual and partnership CGT increased from 10%-15%

ACS Budget Report 2025

Capital gains from Current tax Proposed Tax  rate 

Individuals 10% 15%

Partnership 10% 15%

Trust 10% 30%

Company 30% Same

Unit trust & mutual funds 10% 30%

Charitable institutions 10% 30%

NGO 10% 30%
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Expenditure Proposals 
State salary adjustments to dd LKR 110Bn to 2026 expenses 
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Expenditure Proposals 
Substantial allocations done for exports 
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The report has been prepared by ACS Capital (Pvt) Ltd. The information and opinions contained herein has been compiled or arrived at based 
upon information obtained from sources believed to be reliable and in good faith. Such information has not been independently verified, no 
representation or warranty, express or implied is made as to its accuracy, completeness or correctness, reliability or suitability. All such 
information and opinions are subject to change without notice and are not responsible for the communication of the same. This document is 
for information purposes only, descriptions of any company or companies or their securities mentioned herein are not intended to be 
complete and this document is not, and should not be construed as, an offer, or solicitation of an offer, to buy or sell any securities or other 
financial instruments. In no event will ACS Capital (Pvt) Ltd. be liable for any loss or damage including without limitation, indirect or 
consequential loss or damage, or any loss or damage whatsoever arising out of, or in connection with the use of this report and any reliance 
you place on such information is therefore strictly at your own risk.

ACS Capital (Pvt) Ltd may, to the extent permissible by applicable law or regulation, use the above material, conclusions, research or analysis in 
which they are based before the material is disseminated to their customers. Not all customers will receive the material at the same time. ACS 
Capital (Pvt) Ltd, their respective directors, officers, representatives, employees, related persons and/or ACS Capital (Pvt) Ltd., may have a long 
or short position in any of the securities or other financial instruments mentioned or issuers described herein at any time and may make a 
purchase and/or sale, or offer to make a purchase and/or sale of any such securities or other financial instruments from time to time in the 
open market or otherwise, in each case either as principal or agent. 

The information contained in this report is for general information purposes only. This report and its content is copyright of ACS Capital (Pvt) 
Ltd. and all rights reserved. This report- in whole or in part- may not, except with the written permission of ACS Capital (Pvt) Ltd. be 
reproduced or distributed or commercially exploited in any material form by any means whether graphic, electronic, mechanical or any means.

Disclaimer
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