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Sri Lanka settles USD 1Bn ISB

Amid widespread fears of default, Sri Lanka Government completed the settlement of USD1Bn worth of International Sovereign
Bond (ISB) maturing today. The repayment was done out of the reserves which stood at USD 4.0Bn by June’21 whilst
approximately 30% of the ISB repayment will remain in Sri Lanka since the quantum was owned by local institutions.
Amid these mounting concerns CBSL has also secured some solid funding lines to the tune of ~USD 4.0Bn, which we believe
would be sufficient to meet the rest of the debt obligations for the year (~USD 1.2Bn) and USD 500Mn ISB payment due in
January 2022. The challenge could arise thereafter in our view, where external debt obligations is mounting up to ~USD 4Bn in
FY 22 (excluding USD 500Mn in Jan 22) which includes a USD 1Bn ISB payment in July and USD 4.2Bn obligation thereafter.
Future Funding lines

Interest & Capital payments due

Funding Lines
USD Mn
SWAP arrangement with India
400
SWAP arrangement with Bangladesh
250
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800
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400
Total
4,150

5000

4464

4240

USD Mn

4000

3000
2000
1207
1000

0
Aug-Dec'21
Interest Payments

2022
2023
Principal Repayments

However, we see some silver lining despite GOSL repeatedly declaring its unwillingness to seek IMF assistance. Sri Lanka’s
exports up to May 2021 have recorded a notable 33%YoY jump from 2020 levels and is now only 5% away from pre pandemic
level, which is encouraging. The trade deficit too has narrowed down to USD 3.6Bn during this period amid strict imposition of
imports of non-essential items and is just 12% above the pre pandemic level notwithstanding the increasing global commodity
prices.
Subsequently Trade deficit, which is usually around USD 8Bn-10BnBn a year, was comfortably covered by remittance income
(average USD 7.0Bn) and tourism income (USD 4.0Bn on average) in any other year. However, in this pandemic struck year, it
was only remittances (up by 18%YoY) that managed to cushion the deficit as rock-bottom tourism income (down 97%YoY) failed
to cover the rest, which is the same reason why Sri Lanka is trying to expedite opening up of borders at its earliest.
External front
USD Mn
Exports
Imports
Trade Deficit
Tourism
Remittances
FDI
Overall balance

Jan- May 2019

Jan- May 2020
4915
8196
-3,281
1775
2733
262
-127

Jan- May 2021
3,519
6619
-3,100
682
2,407
188
-797

2021 vs 2020
4,692
8356
-3,664
21
2,846
198
-1053

2021 vs 2019
33%
26%
18%
-97%
18%
5%
32%

-5%
2%
12%
-99%
4%
-24%
729%

Source: CBSL, NLE Research

1

Equity Research
Event Update
27th July ‘21

Sri Lanka settles USD 1Bn ISB

Sri Lanka’s rapid vaccine roll out, administering over 400,000 persons per day is expected to relax the curbs and provide a
welcoming platform for the tourists to the country soon. Sri Lanka has administered over 33% of its population while other
tourist hot spots like Taiwan (28%), Thailand (17%), Philippines ( 10%) and Vietnam (4%) trailing behind. With Sri Lanka aiming
to vaccinate 60% of the population by September, it could relax covid curbs further and fast track quarantine-free travel which
is already open for fully vaccinated tourists. Authorities could ease measures, including allowing larger gatherings and be able
to start reopening borders with other countries that have infections under control too. Maldives is a classic example here where
it managed to get over 550,000 tourists during the first six months of the year while driving up to vaccinate 59% of its population.

Sri Lanka is well ahead
on the vaccine rollout
race

Source: ourwroldindata.org

If Sri Lanka too manage to crawl through these difficult times, we are confident that the country would be in a comfortable
position to least generate approximately USD 1.-1.5Bn worth of tourism income by 1H’2022 and increase to around USD 2.5Bn
by end 2022. We could also expect some FDI inflows into the country specially from the Port city that would comfort the external
debt obligations, cause if not country would be in a dire situation by 2H’22 even after considering all funding lines (except
SWAPS) .
However, if things do not pan out as planned given the uncertainties surrounding Covid, and if Sri Lanka fails to attract new
foreign income through FDI/Tourism or any other form, we think that IMF driven bailout could be inevitable to address Sri
Lanka’s forex crisis.
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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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