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CBSL further relaxes policy rates as
inflation cools down
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CBSL cut its policy rates by further 200 bps adding up the cuts by
450bps since the last policy rate meeting held last month.
Standing Deposit Facility Rate (SDFR) and the Standing Lending
Facility Rate (SLFR) of the Central Bank now stands at 11% and
12% respectively from 13% and 14%respectively, a clear stance
on CBSLUs gears in shifting its policy towards more economic
stability and recovery.

The Board arrived at this decision with a view to easing monetary
conditions as the disinflation process continues, firming inflation
expectations that would help stabilize inflation at mid-single digit
levels in the medium-term, giving room to support the country’s
economic recovery. Price levels are expected to drop even
further due to base effect, higher supply, lower demand and
recent appreciation of the LKR in our view.

We expect the import bill to see a gradual increase specially with
the large appreciation of the LKR and GOSLs relaxed import
policy stance, and believe would help reverse the fall in private

sector credit by 3Q’23
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CBSL cuts rates by another 200bps, adding up the
cuts to 450bps in a matter of two months
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Easing of monetary conditions, improvements in forex reserves,
relaxation of import restrictions and the finalizing of the debt
restructuring talks should now start stimulating the economy as
fast as 3Q’23 giving ample room for more consumption,
investments and employment opportunities.

We see Sri Lanka’s economy recovering and returning to positive
territory by next year specially with the endorsement by IMF
help unlocking more funds by other multilateral agencies(WB,
ADB), improved fiscal position, renewed investor interest and
advances in debt talks eventually help easing balance of payment
situation. Sri Lanka is estimated to have exceeded USD3.5Bn of
reserves by now (including Chinese SWAP of USD 1.4Bn ), a clear
positive on the external front. Rising worker remittances and
tourism should also help ease balance-of-payments constraints in
our view.
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Rates have already reacted to, DDR with short term
rates falling by a significant 5.21% from last week and
brining the down the rates by 14.85% YTD
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‘ / ASPI at all time low, signaling value
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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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