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IMF approves 17" bailout package to Sri Lanka =2 Equities (Pvt) Ltd.

e The executive board of the International Monetary Fund (IMF) approved the 17t bail out package
for Sri Lanka that would immediately unlock USD 2.9Bn, 4 yr loan under extended fund facility (EFF)

Table 1: Sri Lanka’s Lending Arrangements with the IMF (As of 30 September 2018)

m—._ Date OF | xpiration Date | AMOUnt Azrecd | Share of Funds | as agreed when entered the staff level agreement on 15t of September2022. The decision will be
> | Arrangement | (USD Millions*) | Drawn | . . . .

jli | mosangmees || ITpeciin Dm0 I, followed by an immediate disbursement equivalent to SDR 254Mn (or USD333Mn) and catalyze

b [ e |k e |Wde i |2 o financial support from other development partners.

5 Standby Arrangement 18 Mar. 1971 17 Mar. 1972 25 100%

6 Standby Arrangement 30 Apr. 1974 29 Apr. 1975 30 29%

7 Standby Arrangement 2 Dec. 1977 1 Dec. 1978 112 100% N . . . . . .

S Lossrnarnenbisiindll Fovy i AR bk sl o ibose »  This we believe will bring avenues to unlock further funding lines through other multilateral lenders

S Standby Arrangement Sep. 198 ul. 198 05 50%

10 | Structursl AGUSTEOL | o Mar. 1988 | 8Mar. 1991 | 214 100% such as World Bank and the Asian Development Bank, where funding lines have already been lined

11 Extended Credit Facility 13 Sep. 1991 31 Jul. 1995 455 83%

1] | I B |8 Feoig up to the tune of USD 3.75Bn (excluding IMF EFF), according to Sri Lankan authorities. These

ol s anmminerall bt gl b o | o ¥ it resources, according to IMF together with external public debt service relief, will close the external

16 Extended Fund Facility 3 Jun. 2016 2 Jun. 2019 1,507 50%

financing gap and allow Sri Lanka to rebuild its gross international reserves.

e We expect this IMF bailout package to be one of the key steppingstone towards a long-term
economic recovery of Sri Lanka as its expected to bring much needed debt sustainability, macro
economic stability, financial stability, and drive towards structural reforms to unlock Sri Lanka’s
growth potential.

e Government is expected to conclude with debt restructuring programs after having obtained
credible financing assurances from major official bilateral creditors, where SL is looking at seeking
least a 10-year moratorium.

* We expect the equity markets to rally specially on the back of improved investor sentiment which
would come about with the signing off of the IMF agreement and the expectation of easing of
interest rates.

Source IMF, NLE research
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Reviews and Disbursements Under the Proposed 4Yr EFF MNationLanka
’Ih o 0
Arrangement - Equities (Pvt) Ltd.

Percent of
Availability Date Amount (millions of SDR)  Quota (%) Conditions
At arrangement approv 254 43.9 Board Approval of the Extended Arrangement
September 1, 2023 254 43.9 Completion of the 1st review based on end-June 2023 and continuous perfomance criteria
March 1, 2024 254 43.9 Completion of the 2nd review based on end-December 2023 and continuous perfomance criteria
September 1, 2024 254 43.9 Completion of the 3rd review based on end-June 2024 and continuous perfomance criteria
March 1, 2025 254 43.9 Completion of the 4th review based on end-December 2024 and continuous perfomance criteria
September 1, 2025 254 43.9 Completion of the 5th review based on end-June 2025 and continuous perfomance criteria
March 1, 2026 254 43.9 Completion of the 6th review based on end-December 2025 and continuous perfomance criteria
September 1, 2026 254 43.9 Completion of the 7th review based on end-June 2026 and continuous perfomance criteria
March 1, 2027 254 43.9 Completion of the 8th review based on end-December 2026 and continuous perfomance criteria
Total 2,286.0 395.0

Source IMF, NLE research
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ﬁ@ﬁ SL selected economic indicators Equities (Pvt) Ltd.

5ri Lanka: Selected Economic Indicators 2019-2026 1/
e mes e APz ADI MDA 2DS 0%
At A Act Prel  Fro. P P Pro. .. .
e GDP to bounce back to positive territory from 2024E.
GOF and inflation (in peroesnt)
Real GDF growth oz 5 13 &7 20 15 25 20
inflatian (aerage) 2/ 43 45 &0 4 =5 a7 85 52
Inflatian jend-of-perod) 2 48 42 =20 512 152 ar 55 52
GDF Deflatar growth 19 21 &1 Y w0 07 8 52 . . .
omins 50 growe % e M7 oms M0 m m as e Gross official reserves to touch USD 11Bn by 2026E covering 4.8 months
Sawings and irvestment (n peroent of GOF)
Mational savings o =3 ns 248 4 mo 289 293 .
Gewnmment 25 B2 73 57 44 20 0% 04 Of m po rts
Frivate ME 205 LT 35 LU T T 1
Natlonal Irvestrrent EE N I3T 353 &8 280 - T 303 ol
Gowemment a6 64 70 [+ as 50 50 50
Frivate ws  zZ1a 23 215 ;§ M5 283 2%
Sandngs- Investmant balance 21 14 18 13 15 14 14 4
Gowemment 52 146 143 13 20 70 Y 4 H H H
i M wz e W % a1 e Revenue and grants to increase to 15% of GDP in 2026E from 8.5% in
Public finances (n peroent of GOF)
Rewerwe and grants ns ar B3 BS MG 133 148 150 202 2
Experdsure ws 27 195 189 120 187 188 198 .
Prirmary balance 13 55 &7 a8 a7 as 23 23
Central gowernmant balance 75 121 1% W4 20 &4 50 48
Central governmant gross frandng needs nr 21 no 345 6 179 154 158
Central gowemmant debt |-~ LT e 157 1000 ois a3 o2z
Pubilc debt 3 |0 1040 143 121 1112 1085 10RE 106 . . o
oy s crd parcnt hangn, o prd e Sl torecord a primary balance surplus from 2024€, starting from 0.8% of
Rasarve maney 20 24 354 EEY zms  mz i3 24
froad maney o 234 112 155 T F I 1 24
Dormsestic credit 65 246 185 188 1.4 3z 15 25 G D P_
Creds to private sector 4z [ 111 64 nz o= 85 9z
Creds to private sector (adpested for inflation) a1 18 T2 400 173 0E ER| 40
Creds to central government and public corpamtions o4 536 2065 3.1 0% 08 47 42
Balance of payments [in millions of LS. dollars)
Exports 1,540 10048 12499 13106 13666 14517 15270 16065 . ) . d f I I . I d . e
mpor NS Nass ew e mm1 o mne 2 e Inflation to taper down to 15% in 2023E and fall to single digits
CTent SCooant balanos s 1,187 3,343 1858 1,184 fa-r) arr 1,724
Current account balance (in percent of GDF) 21 14 8 13 15 14 14 14
E__Aljr;::ﬂtmcm'\tb:unm et of interest (in percent of oz as 22 as o2 a3 11 an t h e re afte r‘
Eaport value growth (percens 04 158 244 43 43 a2 L] 52
Isipeesrt vl groawrths [percenit) 1032 195 28% nas 126 43 42 57
Grass official reserves (end of period]
I millions of LS. dollars P42 5664 3133 1858 4437 B128 B3N 10,888
In months of prospective imports of goods & services a0 32 15 10 22 30 EL) 43 H H H
Iparcaes of A pmpocin e af aa s W w ar s m e Public debt to fall to 107% of GDP in 2026E from 128% in 2022 and
Usabde Gross offical reserves (erd of period) 47
irmillians of LLS. dellars 1642 SEB4 1,565 252 2595 459 A5 10888 .
inmonhs ot prospacive mpors ol goods kcendcss S0 32 o o2 16 2 a9 48 decline below 95% of GDP by 2032E.
I parcen of ARA compasite metrc 616 458 122 40 244 X3 &85 BO7
Exterral debit (public and prvata]
ir bllians: of LS. doflars S5 534 573 a7 562 B3 611 G3S
A @ percent of GOP 614 &26 644 780 M7 TET TR0 7AE
Sources Dt provided E_\'“'II'! Ll Lankan sathorsies and IMFP
staff estimates.
1/ This tabde ks based on data 2 of March &
2 Colomba CRL
fﬂt:w:;iﬂ;ingziiﬁlr::‘r;xxumy guararvieed debt, ard CESL escternal Rabilities {Le.. Fund credit outstarding and Source IMF, NLE research
4/ Excluding PBOC swap [$1.4bn in 3022) which bacomses usable once GIR rise abowe 3 montts of previous year's import cover.
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{,/\ Rates to reduce further with risk premium reducing SR, Nat!'ananka
- Equities (Pvt) Ltd.

39 -
*  We expect the rates to fall further despite IMF’s request to increase rates by 250bps at the
34 1 time of Staff Level Agreement, and CBSL making a final upward revision of 100bps in early
,/\/\\ March.
29 -
* AWPLR that declined by 435bps YTD to 23.78% as of 17th March 2023, should decline
o even further upon the receipt of IMF that would reduce risk premium further. Sri Lanka’s T-
8 \ bill rates meanwhile dropped by 5.11% , 5.19% and 3.68% for 91day, 182days and 364 days
% bills respectively during the year so far to end at 27.94%, 27.34% and 25.92% by 15t
=19 March 2023.
14 - * We could expect the rates to fall even further if Sri Lanka considers restructuring domestic
| debt to provide a quicker path to debt sustainability, recover macro stability and reduce
9 J"\ any repeat defaults in the future.
~— s
\/’/ * With inflation too declining gradually, and interest rates too expected to fall, we could
4 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ expect a positive real interest scenario by the end of 2023.

Dec-18 Jun-19 Dec-19 Jun-20 Dec-20 Jun-21 Dec-21 Jun-22 Dec-22

AWPLR ——3M TB Rate 182 Thill rate 365 Thill

Source CBSL, NLE research
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Falling interest rates and renewed investor confidence to MNationLanka

support equity markets - Equities (Pvt) Ltd.
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‘\\\ Inflation to come off in line with LKR appreciation, fall in SR Nat!‘ananka
commodity prices and improved supply. =i Equities (Pvt) Ltd.

e  World oil prices are coming off as the turmoil in the banking sector fuels further concerns
80% that the global economy will tip into recession and hit demand. Commodities remain
under pressure where both crude benchmarks sank below at least 15% in 2023, while
natural gas futures in the US and Europe have tumbled 48% and 44%, respectively.
Bloomberg Commodities Spot Index has dropped by more than a quarter as concerns over
a global slowdown, higher interest rates, and a huge selloff in natural gas dragged the
50% gauge lower after reaching a record high levels after the invasion of Ukraine.

70%

60%

CCPI

40% e The UN’s commodity index, which tracks five major exported food groups, is also at its
lowest level since September 2021 after surging to a record last year which would also

30% . . . .
help lowering the prices of food basket in our view.

20%
e LKR that surged further with China’s support for Sri Lanka’s debt restructuring and CBSL’s

10% move to a floating exchange rate would also give a further impetus to inflation which is at
a declining trend. We could expect a faster decline in inflation supported by the strong

o rupee which will help lower prices of imported goods starting with energy prices which

CJ:EE>C3MQB>UCDEE>CBDDQ_U’>UCQ
S&s<3373Jo2888:233°2802489¢ : : . : : - N
could get adjusted faster. With food supply too improving with availability of fertilizer, we
2021 2022 2023

forecast the inflation to hover around 10%-11% on the back of improved supply, low
import cost and demand-pull pressure.

Source: Bloomberg, CBSL
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Bloomberg commodity index dropped 16%YoY, brent down by S\ Nat!‘ananka
36%Y0Y. = Equities (Pvt) Ltd.

Bloomberg Commodity index

Bloomberg commodity index that tracks prices of futures
contracts on physical commodities on the commodity
markets has dropped 8.13%YTD and 16.06%YoY.

Brent crude prices
o] 3 Brent crude oil dropped by 14%YTD and 36%YoY

05/02| 151,340
i aco ok

cccccccc

Source: Bloomberg, prices as at 20/03/2023
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y@)g Ukraine is safely allowed to export grains and other crops out of MNGﬁODLankG
< the black seaports, prices retreated since invasion - Equities (Pvt) Ltd.
Wheat prices Wheat prices dropped by 12% YTD and 38%YoY

-----------

11111111111111

Corn prices

Corn prices dropped by 7% YTD and 17%YoY

22222222222
CCCCCCCC

Source: Bloomberg, prices as at 20/03/2023
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@ Copper and Aluminum prices too followed suit MNationLanka
- Equities (Pvt) Ltd.

Copper prices

Copper prices have dropped 16%YoY

Aluminum prices

0000000000000

Aluminum prices dropped by 3%YTD and 35%YoY
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Source: Bloomberg, prices as 21/03/2023
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Disclaimer

The report has been prepared by Nations Lanka Equities (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 Nations Lanka
Equities (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.

Nations Lanka Equities (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. Nations Lanka Equities (Pvt) Ltd., their respective directors, officers, representatives, employees, related persons and/or Nations Lanka Equities (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 Nations Lanka Equities (Pvt) Ltd. and all rights reserved. This report- in whole or in part- may not, except
with the written permission of Nations Lanka Equities (Pvt) Ltd. be reproduced or distributed or commercially exploited in any material form by any means whether graphic, electronic, mechanical or any means.
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