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CBSL cuts rates further by 50bps

• CBSL cut its policy rates for the fifth time since 
June 2023,  with  Standing Deposit Facility Rate 
(SDFR) and the Standing Lending Facility Rate 
(SLFR) of the Central Bank reducing  by 50 bps 
to 8.5% and 9.5% respectively. 

• The Board arrived at this decision following a 
careful analysis of the current and expected 
developments in the domestic and global 
economy, with the aim of achieving and 
maintaining inflation at the targeted level of 
5% over the medium term, while enabling the 
economy to reach and stabilize at the potential 
level. 

• CBSL expects that the possible upside risks to 
inflation in the near term would not materially 
change the medium-term, as economic activity 
is projected to remain below par.  Easing off 
temporary uptick in inflation driven by the VAT 
amendments coupled with recent adjustment 
in electricity tariff , moderation in food prices, 
base effect and appreciation of LKR should 
further  offset the inflation pressure in our 
view. 
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• The prevailing accommodative monetary 
policy stance along with the reduction of 
policy interest rates are expected to induce a 
further reduction in market lending rates and 
encourage the expansion of credit to the 
private sector by LCBs in the period ahead ( 
AWPLR now stands at 11.04% down by 17.41% 
compared to  its peak in Nov’22.  3M, 6M and 
1Yr Tbill rates have declined by 22.82%, 
22.18% and 19.22% respectively from its high 
to end at 10.23%, 10.35% and 10.38% by 20th 
March 2024) 

• Credit to the private sector which expanded 
from June’23,  though witnessed a contraction 
in Jan’24 partly due to the valuation effects 
arising from the appreciation of LKR and 
possible post festive season settlements 
experienced, preliminary data for February 
indicates a resumption in disbursements. The 
adjustment in policy rates and lower market 
rates are therefore expected to further 
encourage credit growth. 

CBSL cuts rates by another 50bps, making 
cumulative rate cut of 700bps since June ‘23

12M Tbill rates have dropped by 2.55% YTD  , 
AWPLR currently hovers around 11%
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Inflation to be on target due to below par 
activities, reduced electricity tariff, stronger LKR  
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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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