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2011 ISTHEFIFTHCONSECUTIVEYEARTHATWE

ENUNCIATEOURPOLICIES, UPFRONT. 

IT ISA YEARWHERETHEPROSPECTSAREBRIGHTER

THANIN THEPREVIOUSYEARSΧ
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OUTLINEOFTODAYΩSSTATEMENT

1. Background and Introduction to the Road Map

2. Key Macroeconomic Developments in 2010 

3. Financial System and Economic Environment in 
2010

4. Macroeconomic Outlook and Monetary Policy 
Strategy for 2011 and Beyond 

5. Proposed Financial System Stability Policies for 
2011 and Beyond  

6. Policies to Strengthen the Economy in 2011 and 
Beyond

7. Concluding  Remarks  
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1. BACKGROUNDANDINTRODUCTION

TOTHEROADMAP
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THEGLOBALRECOVERYISCONTINUINGATDIFFERENT

SPEEDSACROSSREGIONSΧ
Å IMF estimates for growth in GDP

Á World economy:
2009: -0.6%
2010: 4.8%
2011: 4.2%

Á Advanced economies:
2009: -3.2%
2010:  2.7%
2011:  2.2%

Á Emerging & developing 
economies:

2009: 2.5%

2010: 7.1%

2011: 6.4%

Å The sovereign debt crisis in the 
Euro Zone could hinder the 
recovery
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ÅRising risk premiaand falling risk 
appetite of investors could also 
slowdown the process 

THESRILANKANECONOMYSHOWEDSTRONGGROWTH

MOMENTUMINнлмлΧ 

ÅάtŜŀŎŜέ ŘƛǾƛŘŜƴŘ ŎƭŜŀǊƭȅ 
observed

Å Impressive performance in all 
key sectors in 2010

ÅReturned to the high growth 
trajectory

Å Improved business confidence

ÅBenign macroeconomic 
fundamentals
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THECENTRALBANKSUCCESSFULLYDISCHARGEDITSTWO

OVER-RIDINGANDVITALRESPONSIBILITIESINнлмлΧ

ATTAINMENT OF ECONOMIC & PRICE STABILITY

ÅLow and stable inflation at mid-single digit levels for 
two consecutive years as a result of appropriate 
demand management policies and improvements on 
the supply side

ÅLow interest rates and revived credit flows

ÅStability in the exchange rate

ÅHigh overall economic growth  together with 
macroeconomic stability
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ÅStable and sound financial system maintained

Å Introduction of a deposit insurance scheme 

ÅPositive investor ǎŜƴǘƛƳŜƴǘ ǘƘŀǘ {Ǌƛ [ŀƴƪŀΩǎ ŦƛƴŀƴŎƛŀƭ 
system will remain stable, while many advanced 
economies struggle with financial institution failures

8

THECENTRALBANKSUCCESSFULLYDISCHARGEDITSTWO

OVER-RIDINGANDVITALRESPONSIBILITIESINнлмлΧ
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VIEWSOFINTERNATIONALORGANISATIONSHAVEBEEN

POSITIVEΧ

Å Remarkable progress has been made in respect of the IMF-SBA
programme. Sofar, SriLankahasreceived5 tranches,totaling USD1,275
million, out of the total facility of approximatelyUSD2,600million.

Å All targetsset for endSeptemberandendDecember2010achieved.

June 28, 2010
Press Release No. 10/264

December 28, 2010
Press Release No. 10/489

ñOverall economic conditions remain strong, with GDP likely

to grow by around 7½ percent this yearé Performance under

the program is good, with all end-September performance
criteria metéò

9

INTERNATIONALORGANISATIONSAREPOSITIVEONSRI

LANKAΧ

ΧΦ ¢ƘŜ DƻǾŜǊƴƳŜƴǘΩǎ ŘŜǾŜƭƻǇƳŜƴǘ ǇƭŀƴΣ ŀǎ 
described in the Mahinda Chintanais bold and 
ambitious. It is good to be ambitious; it is the 
ǊƛƎƘǘ ǘƛƳŜ ŦƻǊ {Ǌƛ [ŀƴƪŀ ǘƻ ǘƘƛƴƪ ōƛƎΧΦΦ

ΧΦ L am pleased to be able to announce that 
the ό²ƻǊƭŘύ .ŀƴƪΩǎ recent creditworthiness 
assessment has been concluded and that Sri 
Lanka is now eligible for IBRD financing ς
ŦǳƴŘƛƴƎ ŦǊƻƳ ǘƘŜ .ŀƴƪΩǎ ƴƻƴ-concessional 
ǿƛƴŘƻǿΦ L5! ǊŜǎƻǳǊŎŜǎ ǿƛƭƭ ŎƻƴǘƛƴǳŜΧ 

Dr. NgoziOkonjo-Iweala
Managing Director, 
The World Bank
Colombo, 17th December 2010
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VIEWSOFINTERNATIONALORGANISATIONSΧ
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ΧΦ ¢ƘŜ ŜŎƻƴƻƳȅ ǇƛŎƪŜŘ ǳǇ ǎǘǊƻƴƎƭȅ ŦǊƻƳ ǘƘŜ 
ōŜƎƛƴƴƛƴƎ ƻŦ нлмлΧΦ 

Χ¢ƘŜ {ǘƻŎƪ ƳŀǊƪŜǘ ƛǎ ǾƛōǊŀƴǘΣ ǊŜŦƭŜŎǘƛƴƎ 
strong confidence among both local and 
ŦƻǊŜƛƎƴ ƛƴǾŜǎǘƻǊǎΧΦ 

ΧΦΦtƻƭƛǘƛŎŀƭ ǎǘŀōƛƭƛǘȅΣ ƛƳǇǊƻǾŜŘ ŎǊŜŘƛǘ 
ratings, private sector revival, and 
government infrastructure investment 
ǳƴŘŜǊǇƛƴ ŀ ǎǘǊŜƴƎǘƘŜƴŜŘ ŜŎƻƴƻƳȅΧΦ

Asia Development Outlook 
2010 Update

ASWEPRESENTOURPOLICIESTODAY, WEAREAWARE

THATTHEWORLDECONOMYISNOTYETONA STABLE

FOOTINGΧ

ÅOur projections are based on realistic assumptions and 
intelligent estimates. However, there could be instances 
where the best assessments could prove wrong 

ÅTherefore, changes in developments in the global 
situation which are different to assumptions may warrant 
us to revisit our projections and strategies, and alter them 
if deemed necessary 

ÅSuch changes, if any, will be communicated, along with 
the rationale for such changes 

12
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2. KEYMACROECONOMIC

DEVELOPMENTS

IN 2010 
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WEREAPEDTHEάPEACEέ DIVIDENDΧ

Å An estimated 8% Economic Growth

Å Low and Stable Inflation 

Å Low Interest Rates

Å Historically High Foreign Reserves  

Å Stable Exchange Rate

Å Fiscal Consolidation 

Å Declining Unemployment Rate

Å Rapid decrease in poverty 

Å άaƛŘŘƭŜ-income Emerging Market 
/ƻǳƴǘǊȅέ ǎǘŀǘǳǎ 

Å Upgraded Sovereign Credit Ratings

Å GDP reaches about USD 50 billion from 
just USD 24 billion in 2005
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SHARPINCREASEIN GDP ATCURRENTPRICESANDAT

PURCHASINGPOWERPARITY(PPP) ADJUSTEDPRICESΧ 

GDP (at current prices) and PPP based GDP Per capita Income

15

Price differentials between countries and deficiencies in the compilation of 
GDP, especially in relation to non-traded goods, sometimes tend to distort the true value 
of the economy. PPP based GDP makes an adjustment for such deficiency to some 
ŜȄǘŜƴǘΧ 

Source : World Economic Outlook  Database - IMF
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COMMENDABLEPERFORMANCEIN ALLKEYSECTORSΧ 

Paddy Production & Yield (2005- 2010) 

Å Favourableweather conditions 

Å Attractive prices 

Å Improvement in support services 

Å Continuation of fertilizer support scheme

Å Significant contribution from the Northern and Eastern provinces 
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Agriculture: 6.3% annual growth expected 
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COMMENDABLEPERFORMANCEIN ALLKEYSECTORSΧ 

Å Promotion of Small and Medium 
Enterprises

Å Improved infrastructure facilities

Å Special programmes

ï άGamataKarmanthaς300 Enterprise 
Programmeέ

ï άVadakkinWasanthamέ

ï άNagenahiraNavodayaέ

Å Recovery of domestic and external demand

Å Increased share of hydropower generation 
from 40% to 50% 

Å Rapid expansion in the Construction sector

Å Improved domestic business climate

Power Generation (2005-2010)
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Industry: 8.7% annual growth expected 

COMMENDABLEPERFORMANCEIN ALLKEYSECTORSΧ 
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Performance of the Ports (2005-2010)

Å All sub-sectors performed well

Å Wholesale and retail trade (7.4%)

Å Transport and communication (11.9%)

Å Banking insurance and real estate (7.6%)

Å Hotels and restaurant (36%)

Å Tourist arrivals increased by 46% (up to 
November)
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Services: 7.9% annual growth expected 
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DECLININGUNEMPLOYMENTANDIMPROVINGLABOUR

PRODUCTIVITY

Å Unemployment rate 2010 Q3:5.2%
ï Infrastructure development projects

ï Reconstruction, Humanitarian and 
Resettlement programmes

ï Increased level of economic activity

ï Steady increase in foreign employment

Å Overall labourproductivity has 
improved

19

5.2

0

2

4

6

8

10

12

14

16

18

20

1
9

9
0

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0-

Q
1

2
0

1
0-

Q
2

2
0

1
0-

Q
3

P
e
r 

ce
n

t

Unemployment Rate (1990-2010)

280

290

300

310

320

330

2005 2006 2007 2008 2009

O
u
tp

u
t 
p
e
r 

p
e
rs

o
n
 

(R
s.

'0
0
0
)

Overall LabourProductivity (2005-2009)

Unemployment Rates of Advanced and 

some emerging Economies -2010  Estd.

5.2

8.0 8.3
9.8

7.1

11.8

5.1

3.3

6.2

2.1

19.9

8.2

3.6

7.9

9.7

4.1

6.2
7.5

3.5
5.0

0
2
4
6
8

10
12
14
16
18
20

P
e
r 

c
e
n

t

EXTERNALSECTORREBOUNDEDSTRONGLYΧ

Å Continued recovery of the global economy

Å Increased earnings from exports

Å Revival of tourism, expansion of freight and port 
related activities

Å Substantial increase in expatriate workersΩ 
remittances

Å Improved financial market conditions

20
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EXTERNALOUTLOOKIMPROVEDSUBSTANTIALLYΧΦ 

ÅGraduated ǘƻ ΨaƛŘŘƭŜ-Income Emerging Market 
/ƻǳƴǘǊȅΩ status

ÅContinuation of IMF-SBA 

ÅSovereign ratings upgraded by all rating agencies 
during the year

Rating Agency Current Rating Outlook

S&P B+ Stable

Fitch B+ Positive

-ÏÏÄÙȭÓ B1 Stable

21

FOREIGNCAPITALINFLOWSCONTINUEDTOBESIGNIFICANT

Å Third international sovereign bond was oversubscribed by more than 6 
times

Å USD 900 million surplus in the Balance of Payments (BOP) 

Å Gross official reserves reached USD 6.6 billion (6.1 months of imports) 

Å Sri Lanka rupee appreciated only gradually as the Central Bank absorbed 
foreign currency to avoid excessive rupee appreciation

¥
22
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EXPORTEARNINGSINCREASED...

Earnings from Exports 2009-2010
Å 13.3% annual growth expected

Å Gradual recovery of export demand

Å Better investment environment 

Å Removal of the marine war risk 
premium on re-insurance

Å Attractive prices  

Å Industrial exports contributed 
significantly 

Å Agricultural exports recorded a healthy 
growth 

23
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SOUNDEXPORTPERFORMANCEDESPITECHALLENGING

CIRCUMSTANCES

Å Despite the withdrawal of the 
GSP+ scheme since August 2010 
and the sluggish recovery in 
external demand, exports to all 
major regions increased, including 
garments exports.

Å Benign macroeconomic conditions 
and progressive industry initiatives 
helped to withstand the 
anticipated shock

Garments Exports to EU
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IMPORTSRECOVEREDΧ

Expenditure on Imports

Å 34.9% growth is projected for 2010

Å Significant contribution from Intermediate 
goods

Å Investment goods increased: reflecting the 
rapid recovery of the economy, and future 
expansion of economic activity

Å Increased imports of non-food consumer 
goods (supported by tax reductions)

Å Import expenditure on petroleum 
products increased by about 46.7%

25

400 

500 

600 

700 

800 

900 

1,000 

1,100 

1,200 

1,300 

Jan FebMar Apr May Jun Jul Aug Sep Oct Nov Dec

US$ million

2009 2010

TOURISMREBOUNDEDSHARPLYINнлмлΧΦ

Å 45.7% increase in tourist arrivals during Jan.-Nov. (recorded highest 
number and exceeded the annual target of 600,000)

Å 61.4% increase in earnings to USD 501 million
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REMARKABLEINCREASEIN WORKERSΩ REMITTANCES

Å ²ƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎ ŜȄǇŜŎǘŜŘ ǘƻ ŜȄŎŜŜŘ ¦{5 пΦм ōƛƭƭƛƻƴ ƛƴ 
2010, up by 24% from previous year.
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Å Higher per capita remittances, due 
to better wages and increased 
skilled labour

Å Positive sentiment on domestic 
environment

Å Greater convenience in remitting

INFLOWSTOTHESERVICESACCOUNTANDWORKERSΩ 
REMITTANCESCONTAINEDTHECURRENTACCOUNTDEFICITΧ

Å Current account deficit of 3.8% of 
GDP is expected for 2010 

Å Deficit in trade account substantially 
ƻŦŦǎŜǘ ōȅ ƘƛƎƘŜǊ ƛƴŦƭƻǿǎ ƻŦ ǿƻǊƪŜǊǎΩ 
remittances and surplus in the 
services account 

Å Inflows on account of emerging 
services - computer and 
information, BPOs, insurance, and 
business services, increasing

Å ²ƻǊƪŜǊǎΩ ǊŜƳƛǘǘŀƴŎŜǎ ǘƻ ƛƴŎǊŜŀǎŜ ōȅ 
24%, the highest ever growth, to 
USD 4.1 billion

Current Account Balance (2005 - 2010) 
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CURRENTACCOUNTDEFICITMORETHANCOVEREDBY

CAPITALANDFINANCIALACCOUNTSURPLUS...

Å A surplus of USD 2.7 billion recorded in the 
Capital and Financial Account

Å Foreign financial flows to the government 
amounted to USD 3.6 billion 

ï Long term project loans

ï Capital grants

ï Proceeds from the sovereign bond issue

ï Investments in Treasury bills and bonds

Å Foreign inflows to the private sector 
continued

Å FDI is estimated to be around USD 500 
million in 2010, a level lower than 
expected, reflecting declining capital flows 
globally

Å BOP reported an estimated surplus of 
approximately USD 900 million in 2010

29

Balance of Payments (2005 - 2010) 

Inflows to the Government (2005 ï2010)
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BALANCEOFPAYMENTSHIGHLIGHTS(USDMN.)

Item 2009(a) 2010(b)

Exports 7,085 8,029 

Imports 10,207 13,772 

Trade Balance (3,122) (5,743)

Services (net) 393 633 

Income (net) (488) (350)

Remittances and Transfers  (net) 3,005 3,608 

Current Account Balance (212) (1,852)

Inflows to the Government (net) 2,209 2,080 

FDI/ Inflows to the Private Sector (net) 153 486

Overall Balance 2,725 900 

30
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SRILANKASUCCESSFULLYISSUEDTHETHIRDSOVEREIGN

BONDOFUSD 1 BILLIONΧ

Å The 10 year bond was 
oversubscribed by over 6 
times

Å An indication of improved 
investor sentiment

ïWith the ending of the conflict 

ï Strong macroeconomic 
fundamentals

ï Continuation of IMF-SBA facility

Å Coupon rate declined 
significantly

Sovereign Bond - Amount & Yield (%) 
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52.50%

25%

22.50%

United States Europe Asia

Investor Mix

GROSSOFFICIALRESERVESREACHEDRECORDHIGHLEVELSΧΦ

Å Reserves increased to USD 6.6 billion (equivalent to 6.1 months of 
imports) by end 2010

Gross Official Reserves (Without ACU) and 

Months of Imports

32

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

J
a

n
-0

8

F
e
b
-0

8

M
a
r-

0
8

A
p
r-

0
8

M
a
y
-0

8

J
u

n
-0

8

J
u
l-

0
8

A
u
g
-0

8

S
e
p
-0

8

O
c
t-

0
8

N
o
v
-0

8

D
e
c
-0

8

J
a

n
-0

9

F
e
b
-0

9

M
a
r-

0
9

A
p
r-

0
9

M
a
y
-0

9

J
u

n
-0

9

J
u
l-

0
9

A
u
g
-0

9

S
e
p
-0

9

O
c
t-

0
9

N
o
v
-0

9

D
e
c
-0

9

J
a

n
-1

0

F
e
b
-1

0

M
a
r-

1
0

A
p
r-

1
0

M
a
y
-1

0

J
u

n
-1

0

J
u
l-

1
0

A
u
g
-1

0

S
e
p
-1

0

O
c
t-

1
0

N
o
v
-1

0

D
e
c
-1

0

Months of Imports
US$ bn

Gross Official Reserves  (Left Axis) Months of  Imports (Right Axis)



1/4/2011

17

INCREASEDFOREIGNEXCHANGEINFLOWSEXERTED

PRESSUREONTHERUPEETOAPPRECIATE... 

ÅCBSL purchased foreign 
currency to avoid excessive 
rupee appreciation

Å The Rupee appreciated against the 
US dollar by 3.1% in 2010

Daily Sri Lanka Rupee/Dollar Exchange Rate Movements 

Central Bank Intervention in the Foreign Exchange 

Market
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FISCALCONSOLIDATIONCONTINUEDΧ 

Å Budget deficit estimated to be 
8% of GDP in 2010, down from 
9.9% in 2009 due to:

ï Improved revenue collection

ïExpenditure containment 
policies

Å Debt to GDP ratio fell to an 
estimated 84% in 2010

34
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IMPROVEMENTIN REVENUECOLLECTION, CONTAINMENTOF

RECURRENTEXPENDITUREWHILEPUBLICINVESTMENTIS

MAINTAINEDATTHEDESIREDLEVEL

Å A growth of 15% was recorded in revenue 
collection during the first 10 months of 
2010

Å Almost all the categories of taxes, except 
income tax and custom duties contributed 
towards this revenue increase 

Å Total expenditure as a percentage of GDP 
declined to 18.9% in the first 10 months of 
2010 from 20.3% in same period of 2009

Å Recurrent expenditure declined to 14.2% 
of GDP in the first 10 months of 2010 from 
15.8% in the same period of 2009 

Å Capital investment will be maintained at 
6.3% of GDP in 2010

Govt. Expenditure as a percentage of GDP 
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SEVERALINFRASTRUCTUREPROJECTSAREIN PROGRESSΧ

ïPower projects 
Å NorochcholaiCoal Power Plant (Phase 1 : Completed, Phase 2 : 2013)

Å Upper KothmaleHydro Power Plant (Completion by 2011) 

Å Uma OyaHydro Power Project (Completion by 2015) 

Å Moragahakandaand KalugangaReservoir Project (Commenced)

ïRoad development projects 
Å The Southern Highway Project, (Completion by 2011) 

Å The Colombo - KatunayakeExpressway (Completion by 2012) 

Å The Colombo Outer Circular Road Project (Completion by 2013) 

ï Port development projects 
Å The South Colombo Harbour Project, (Phase 1 Completion by 2012)

Å The HambantotaPort Development Project (Phase 1 : Completed)

Å The Oluwil Port Development Project (Completion by 2011) 

ïSeveral water supply projects
ïOn-going rural infrastructure development projects 

Å GamaNeguma
Å MagaNeguma
Å Small Irrigation Projects,
Å Kirigammanaprojects 
Å Lightening Sri Lanka (Targeted 100% electricity coverage)

36
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DEVELOPMENTCONTINUEDATA RAPIDPACEIN THE

NORTHERN& EASTERNPROVINCES...

Å Rehabilitation and reconstruction of 
infrastructure facilities in the conflict 
affected areas 

Å Planned development programmes under;

ï VadakkinWasantham(UthuruWasanthaya) 
programme. Nearly Rs.300 billion of public 
investment has been planned.

V CBSL facilitated over 21,000 loans through PCIs

ï NagenehiraNawodayaprogramme. Rs.200 
billion had been allocated for public investment 
for the period 2007-2010

V CBSL facilitated over 20,000 loans through PCIs

37

STEPSWERETAKENTOSTRENGTHENPUBLICENTERPRISESΧ

Å Establishing the Ministry of State Resources and Enterprise 
Development

Å Improving the management of some major State Owned Enterprises  

ï CEB to operate at breakeven with increased hydropower and low cost coal 
power generations

ï/t/Ωǎ ŦƛƴŀƴŎƛŀƭ ƻǇŜǊŀǘƛƻƴǎ ŀǊŜ ǘƻ ƛƳǇǊƻǾŜ ǿƛǘƘ ǊŜŘǳŎŜŘ ŦǳŜƭ ǎǳōǎƛŘƛŜǎ ǘƻ /9.

ï Operational efficiency of SLTB and SLRs need to be improved.

ï Financial performance  of SriLankanAirlines and Mihin Air are improving

ï Financial stability of state banks have become robust with improved 
management and elimination of  directed lending

ï SLIC and Litro Lanka Ltd. to operate as government owned companies.

38



1/4/2011

20

CENTRALBANKEASEDITSMONETARYPOLICYSTANCEΧ

Å Inflation and inflation outlook 
continued to be benign in 2009 
and 2010

Å Central Bank further reduced its 
policy interest rates in 2010: Repo 
rate by 25 bps and Reverse Repo 
rate by 75 bps

Å Weighted average call money rate 
continued to remain stable within 
the policy rate corridor

Å Market interest rates continued 
to adjust downwards

Policy Interest Rates of the Central Bank and 

the Average Weighted Call Money Rate 

Deposit Rates of Commercial Banks, 

Treasury bill yield and Monthly AWPR  
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MONETARYDEVELOPMENTSWEREBROADLYCONSISTENT

WITHTHEMONETARYPROGRAMMEFORнлмлΧ

Reserve Money ïTarget Vs. Actual (2010)Å Increase in the currency held by 
the public resulted in Reserve 
Money growing above the target 
during the first half

Å In July, original projections revised 
incorporating, 

ï Higher economic growth than initially 
expected

ï Fiscal data as per the Budget 2010 
approved in July
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GROWTHIN BROADMONEYSUPPLYDECELERATEDΧ
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Credit  to the Private Sector (2004 ς2010)

Å Declining Net Foreign Assets (NFA) of 
the banking system and Net Credit to 
the Government contributed to lower 
monetary expansion

Å However, by October, growth in credit 
to the private sector picked up to 
20.3%
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Average Weighted Lending Rates (2006 ς2010)
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HOWEVER, EXCESSLIQUIDITYIN THEMONEYMARKET

CONTINUEDTOBEHIGH, POSINGCONCERNSΧ

ÅThe build-up of excess market liquidity has been partly due 
to net absorption of foreign exchange by CBSL, to prevent 
undue appreciation of the SL rupee.

ÅSeveral instruments were used to absorb excess liquidity 
including;

o Repo using government securities borrowed under the bond 
borrowing programme

o Sale of Central Bank Securities 

o Foreign exchange swaps
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INFLATIONREMAINEDSUBDUEDDURINGTHEYEARΧ

Å Annual average inflation reached 5.9% in December 2010, up from a 
25 year low of end-year annual average inflation of 3.4% in 2009.

Å Year-on-year inflation in December 2010 was 6.9%

Å Core inflation was less volatile and declined to 6.3% on an annual 
average basis
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THEPERFORMANCEOFTHECSE WAS

IMPRESSIVEΧ 

Å Price indices, Market 
capitalisation, Turnover and the number of 
transactions reached record levels

Å All Share Price Index (ASPI) crossed the 
7000 level in October  2010

Å ASPI and MilankaPrice Index (MPI) 
increased by around 96% and 
83.4%, respectively, during the year

Å There were 10 IPOs during the year, and all 
were heavily oversubscribed. The IPOs 
yielded Rs.5.34 billion

Å Market capitalisationincreased to           
Rs.2.2 trillion at end December, from      
Rs.1 trillion at end 2009 
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3. FINANCIALSYSTEMAND

ECONOMICENVIRONMENT

IN 2010

45

STABILITYOFTHEFINANCIALSYSTEMIMPROVED...

Å Domestic financial framework kept stable 

Å Profitability improved along with increased 

economic activity given the improved 

macroeconomic environment and growing 

investor confidence

Å Prudential and regulatory framework and 

the surveillance mechanism further 

strengthened

Å New Finance Business legislation approved 

by the Cabinet of Ministers
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SIGNIFICANTRESILIENCEANDIMPROVEMENTSWERE

WITNESSEDΧ

ÅPerformance of financial 
institutions improved, leading 
to:

ï Improved asset quality

ïHigher profitability

ïHigher capitalisation levels

Å Capital Adequacy Ratio (CAR) of 
banks maintained at 16%

Å Bank NPLs declined to 6.3%   
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A FEWNON-BANKFINANCIALINSTITUTIONSWHICH

SUFFEREDSET-BACKSIN 2009, RECOVEREDSTEADILYΧ 

ÅManaging agents continued to  manage 
the weak institutions

Å Panel of Experts continued to advise 
companies with liquidity issues

ÅGuarantee scheme introduced to 
facilitate bank loan facilities to RFCs and 
SLCs

ÅWeak FIs were required to restructure 
their balance sheets and propose viable 
business plans

Å All RFCs were required to obtain listings 
on the CSE by June 2011.

48

Managing Agents
Å Peoples Leasing Company Ltd.
Å Merchant Bank of Sri Lanka

Panel of Experts

Å Mr. Arittha Wickramanayake
NithyaPartners

Å Mr. H. M. HennayakeBandara
General 
Manager,            National 
Savings Bank

Å Mr. Ajith Devasurendra
Deputy 
Chairman,              Browns 
Group of Companies

Å Mr. NishanFernando
Director, OdelPvt. Ltd.
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BANKMINIMUM CAPITALLEVELSINCREASEDΧΦ

ÅMinimum capital requirement for new banks increased on a 
staggered basis to reach the following levels by 2014:

ïCommercial banks: Rs.5 billion

ïSpecialised banks: Rs. 3 billion

ÅLƴŎǊŜŀǎŜŘ ŎŀǇƛǘŀƭ ŜȄǇŜŎǘŜŘ ǘƻ ǇǊƻǾƛŘŜ ŀ άŎǳǎƘƛƻƴέ ŦƻǊ ōŀƴƪǎ 
to:

ïEnhance contribution to the new growth sectors of the economy, and 

ïAbsorb any unexpected losses. 

Å Required locally incorporated banks to obtain a listing on 
the CSE by December 2011 to facilitate raising of capital in 
a more transparent manner to improve market discipline

49

CREDITGROWTHPICKEDUPALONGWITHAN

ENHANCEMENTIN CREDITQUALITYΧ

Å/ǊŜŘƛǘ ǘƻ ǘƘŜ ǇǊƛǾŀǘŜ ǎŜŎǘƻǊ ǇƛŎƪŜŘ ǳǇ ǿƛǘƘΧ

ï Average reduction in lending rates during the 
year was around 2% (In 2009: 2.7%)

ï Reduction in the risk premia

ï Efforts taken to reduce intermediation costs so as 
to provide credit at affordable prices

ï Central Bank requested all banks to reduce 
interest rates, subject to the following maximum 
rates:

o 14% p.a. on Housing loans 

o 24% p.a. on Credit card advances 

Å Gross NPL ratio declined to 6.3% from 8.5%

Å Net NPL ratio declined to 2.8% from 4.2%
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STABLEMACROECONOMICENVIRONMENTENABLEDSOME

RELAXATIONOFPRUDENTIALMEASURESAPPLICABLETO

BANKSΧ

ÅConsidering the reduced risk and the improvement of 
asset quality, the general provision of 1% against 
performing loans and loans in the special mention 
category imposed in November 2006 was relaxed, w.e.f.          
1st October 2010

ÅThe general provision is to be reduced on a staggered 
basis, by 0.1% each quarter so as to reach 0.5% by 31 
December 2011

51

RISKSTHATCOULDARISEFROMOUTSOURCEDBANKING

BUSINESSOPERATIONSWEREMITIGATEDΧ 

ÅDirections were issued to require 
banks to develop comprehensive 
and clear policy on 
outsourcing, business continuity 
management and monitoring, and 
control of outsourced activities 

ÅRegulator to carry out assessment 
of outsourcing arrangements by 
banks periodically
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INTERNATIONALLYACCEPTEDRISKMANAGEMENT

FRAMEWORKWASGIVENSPECIALATTENTIONΧ

ÅPreparatory work done to implement Pillar 2 under Basel II ς

Supervisory Review Process

53

MANDATORYDEPOSITINSURANCESCHEMEWAS

INTRODUCEDΧ

Å Scheme expected to:

ï Help maintain public confidence in the financial system in times of 
uncertainty and/or crisis

ï Safeguard interests of small depositors 

ï Discourage unauthorised deposit taking activities 

Å All licensed banks and registered finance companies are members

Å A premium of 0.10% - 0.15% levied on eligible deposits 

Å A Deposit Insurance Fund managed by the Monetary Board

Å Depositors will be compensated up to a maximum of Rs.200,000 
per depositor, beginning 1.1.2012 
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FITNESSANDPROPRIETYASSESSMENTOFKEYBANKSTAFF

EXTENDEDΧ

ÅBank officers holding senior and key management 
positions are to be assessed for fitness and propriety

ÅThis will ensure that:

ïBanks are operated and managed by fit and proper persons

ïBanks operate in a safe and sound manner 

55

AMENDMENTSTOBANKINGACTPROPOSEDΧ

ÅProposed amendments to the Banking Act will strengthen 
ǘƘŜ /ŜƴǘǊŀƭ .ŀƴƪΩǎ capacity to supervise bank dominated 
financial groups on a consolidated basis, with particular 
attention to:

ïIntra-group transactions and exposures

ïRisk concentrations 

ïCorporate governance

ïCapital levels

ÅRegulations are also being framed to regulate mergers and 
acquisitions of Licensed Banks
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NEWFINANCEBUSINESSACTPROPOSEDΧ

Å It will replace the present day Finance Companies Act. The 
new Act will also: 

ïProvide effective mechanisms to deal with unauthorised deposit-
taking 

ïEnhance regulatory and supervisory powers relating to Finance 
Companies
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MICRO-FINANCEBILLFORMULATEDΧ

Å All microfinance institutions will be required 
to obtain a registrationand conduct their 
business according to stipulated standards

Å This would help prevent:

ïWastage and /or abuse of financial 
resources in the micro sector

ïCorruption and /or failures in 
implementing micro level projects
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MASSIVEPUBLICAWARENESSCAMPAIGNSCONTINUEDΧ

ÅDanger and risk of 
depositing or investing 
funds in non-registered 
institutions

ÅParticipating in prohibited 
schemes including pyramid 
schemes 
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PUBLIC WERE REGULARLY WARNED OF:

PAYMENTANDSETTLEMENTSSYSTEMSFURTHER

STRENGTHENEDΧ

60

ÅLicenses were issued to 17 service providers of payment 
cards

ÅCredit card operational guidelines issued

ÅSecond phase of on-site supervision of LCBs completed for:

ïBusiness Continuity Plans (BCP) 

ïDisaster Recovery Systems (DRS)
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ELECTRONICTRANSACTIONSMADEMORECONVENIENTΧ

Å SLIPS upgraded to:

i. Provide same day settlement facility

ii. Accommodate high volume transactions

iii. Move to an online system

Å Provisional approval granted to a mobile operator 
to implement a custodian account based mobile 
payment system

Å Mobile payment system implemented to facilitate 
retail payments

Å New guidelines prepared to be issued shortly, to 
facilitate Electronic Fund Transfer system

Å Provision of Intra-day Liquidity Facilities (ILF) 
automated 

Å Real Time Gross Settlement (RTGS) system 
upgraded
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INTEGRITYOFFINANCIALENVIRONMENTSAFEGUARDEDΧ 

Å MOUs signed by our Financial Intelligence Unit (FIU) with FIUs of 
Australia, India, Belgium, Solomon Islands and Bangladesh for sharing of 
information

Å Amendments made to:

ïFinancial Transaction Reporting Act (FTRA)

ïPrevention of Money Laundering Act (PMLA)

ïConvention on the Suppression of Terrorist Financing Act (CSTFA)

drafted  and comments to be obtained from legal 
authorities, international organisations

Å Draft rules prepared in relation to KYC/CDD for:

ïMoney Changers

ïPrimary Dealers and

ïLeasing  industry
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CURRENCYMANAGEMENTIMPROVEDΧ

ÅThird money museum at the 
Bank's Southern Provincial Office 
opened in May 2010 

ÅSpecial Commemorative Coin to 
mark the 60th anniversary issued  

ÅConduct awareness programmes 
on the security features of 
currency notes to identify 
counterfeit notes 

ÅCampaign launched to promote 
clean note policy
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PUBLICDEBTMANAGEMENTWASFURTHERSTRENGTHENEDΧ

Secondary Market Yield Curve

64

ÅImproved investor confidence, high liquidity and low 
inflation expectations resulted in a downward shift in the 
yield curve
ÅThe yield curve extended up to a 10 year horizon
ÅDebt/GDP ratio on a downward path

7%

8%

9%

10%

11%

12%

13%

0 1 2 3 4 5 6

p
e

r 
c
e

n
t

End Dec 09 End Dec 10

Maturity Period (Years)

Indicator Highly Indebted
Moderately 

Indebted
Less Indebted

1. External Outstanding Debt / GNP ×
2. External Outstanding Debt / ×

3. External Debt Service Payments/ XGS ×

4. External Interest Payments/ XGS ×

5. NPV/GNP ×

6. NPV/XGS ×
(a)    Based on 2010 provisional data.

         Indicators are based on the Manual on Effective Debt Management, UN-ESCAP, 2006

XGS : Exports of Goods and Non-factor services

Sri Lanka: External Debt Sustainability Indicators
 (a)

XGS

http://2.bp.blogspot.com/_oaFHKjw16oM/TQnpYUoF1NI/AAAAAAAACHg/ATDv17LNhlU/s1600/5000.jpg
http://4.bp.blogspot.com/_oaFHKjw16oM/TQno05cBGgI/AAAAAAAACHU/rWGHVfSx2e0/s1600/1695_1Coin01.gif
http://2.bp.blogspot.com/_oaFHKjw16oM/TQno2EXuXkI/AAAAAAAACHY/U7_L_Oz55zw/s1600/1695_1Coin.gif


1/4/2011

33

STEPSTAKENTOUPGRADESRILANKAΩSSOVEREIGNRATINGΧ 

Å Appointed a Sovereign Ratings 
Committee (SRC) with representatives 
from government, Central Bank and 
business associations to upgrade the 
ŎƻǳƴǘǊȅΩǎ ǎƻǾŜǊŜƛƎƴ ǊŀǘƛƴƎ ǘƻ 
minimum investment grade of BBB- or 
higher.

Å Appointment of three international 
sovereign ratings advisors in respect 
of the three rating agencies

Å In September 2010, three ratings 
agencies gave Sri Lanka a favourable
foreign currency rating. 

ÅaƻƻŘȅΩǎ ƛƴǾƛǘŜŘ ŦƻǊ ǎƻǾŜǊŜƛƎƴ ǊŀǘƛƴƎ
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ExpectedSovereign Ratings

Rating Agency RatingAdvisors

S&P Royal Bank of 
Scotland

Fitch HSBC

aƻƻŘȅΩǎBank of America 
ςMerrill Lynch
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FOREIGNEXCHANGETRANSACTIONSGREATLYFACILITATEDΧ

66

Å Exchange Control Department continued to play the role of                
facilitator of foreign exchange transactions

Å Several measures to relax foreign exchange transactions 
implemented

ü Permission granted to Sri Lanka residents to:
o Open and maintain bank accounts abroad 

o Enter into forward contracts in foreign currency

ü Margin requirements against advanced payments removed

ü Suspension of pre-payment of import bills lifted

ü Different foreign currency investment accounts unified

ü Foreigners permitted to invest in rupee denominated Debentures 
issued by local companies 

ü Sri Lankan resident individuals, corporates and unincorporated bodies 
permitted to invest in equity of overseas companies

ü Local companies permitted to borrow abroad

ü Insurance companies permitted to invest a part of their assets abroad
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IMPROVEMENTSTOMANAGEMENTOFEMPLOYEESΩ 
PROVIDENTFUND

Total number of Accounts (Mn)

Growth of the Fund (Rs. Bn)

Interest Rate paid to members (%)
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Å Size of the fund grew by 17% to 
Rs.885 billion

Å EPF diversified its portfolio in 2010 
and increased investments were 
made in the equity market. Through 
such investments, EPF earned 
significant realised and unrealised 
capital gains

Å Continued project to assign members 
with  unique identification number.  

Å Real-time registration of members 
began in November 2010.

Å Initialised electronic imaging of EPF 
records

ÅMore than 2.1 million active members
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FACILITATEDDEVELOPMENTIN THENORTHERNANDEASTERN

PROVINCES
Å Set up two provincial offices in Jaffna and 

Trincomaleeto facilitate credit programmes

Å Strengthened ongoing special credit lines by 
allocating additional funds for refinance to 
support the resumption of economic 
activities.

Å Facilitated the disbursement of loans through 
PFIs under the special loan schemes 
ά!ǿŀƪŜƴƛƴƎ bƻǊǘƘέ ŀƴŘ άwŜǎǳƳǇǘƛƻƴ ƻŦ 
9ŎƻƴƻƳƛŎ !ŎǘƛǾƛǘƛŜǎ ƛƴ ǘƘŜ 9ŀǎǘŜǊƴ tǊƻǾƛƴŎŜΦέ

Å Provide support to IDPs to regain lost 
economic and social status by providing 
appropriate and adequate facilities, market 
linkages and know-how.

Å Conducted a comprehensive socio-economic 
survey of the Jaffna District to obtain        
post-conflict baseline data pertaining to the 
strengths and capabilities and challenges 
faced by the people in the North

Northern Province

CreditLine No. of loans 
granted

Total
(Rsmn)

AwakeningNorth 12,826 1,724

Prabodini 3,193 158

SARUSARA 4,200 1,251

Abiwurdhi 517 121

Provincial 

Development

190 250

Saubagya 92 110

Total 21,018 3,614

Eastern Province

CreditLine No. of households 
benefitted

Total
(Rsmn)

SARUSARA 4,650 1,400

Prabodini 9,689 418

Abiwurdhi 513 184

Eastern
development

5,473 810

Provincial 

development

36 21

Post tsunami credit 

lines

117 42

Total 20,748 2,875
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FINANCIALINCLUSIONWASACTIVELYPROMOTEDTOMOVE

TOWARDSBALANCEDREGIONALDEVELOPMENT

Å Policy decision to expandbank branch network across the country, 
and in particular, in the Northern and the Eastern provinces leading 
to 9.1 branches for every 100,000 individuals (global median is 8.4 
branches for every 100,000) 

Å Banks required to open two branches outside Western Province for 
each branch established in the Western Province

69

Expansion of Financial Services:

Item 2009 2010

Total North & 

East only

Bank Branches 1847 1904 214

Other Banking Outlets * 890 924 99

ATMs 1876 1972 167

RFC 289 354 39

SLC 145 164 19

* Excluding Student savings units

HIGHPRIORITYGIVENTOCOMMUNICATINGWITHTHEPUBLICΧ

ÅTimely and regular 
communication enabled the 
Central Bank to manage market 
expectations effectively

ïPublic lectures, seminars and 
workshops  

ïA series of lectures at 
universities

ïRegular release of information

ïImmediate press releases on 
policy changes

ïPress Conferences and 
Interviews conducted on all 
matters of importance
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Awareness Programmes

Å Educational Seminars  ς38
Å For Students  ς16
Å For Teachers  ς08
Å For Business community ς14
Å Visits of local and foreign teams to 

CBSL for discussion

Media Releases

Å Newspaper Advertisements 
(All three languages) - 490

Å Press Releases issued 
(including Daily press 
releases, Exchange Rates, Oil 
Prices , SLIBOR and others) -
1722

Å Media Conferences/Seminars  
- 27

Å Media Interviews - 35
Å Gazette notifications - 15

Data Releases

ÅWeekly Economic  Indicators ς52
Å Monthly Economic  Indicators ς12

Web Communications

Å Average visitors to web (per 
day) - 140,000 71

STEPSTAKENTOIMPROVETHEά5OINGBUSINESSέ 
ENVIRONMENTΧ

Å High priority given to improving 
investment climate for the 
private sector  

Å ²ƻǊƭŘ .ŀƴƪΩǎ ά5ƻƛƴƎ .ǳǎƛƴŜǎǎ 
LƴŘŜȄέ ǇƭŀŎŜǎ {Ǌƛ [ŀƴƪŀ ŀǘ млн 
out of 183 countries; Steps 
being taken to improve this 
ranking to 30, by 2016

Å /ŜƴǘǊŀƭ .ŀƴƪ ǇǳōƭƛǎƘŜŘ ά! {ǘŜǇ 
by Step Guide to Doing 
.ǳǎƛƴŜǎǎ ƛƴ {Ǌƛ [ŀƴƪŀέ

72

1. Starting a business
2. Dealing with 

construction permits
3. Registering property 
4. Getting credit
5. Protecting investors
6. Paying taxes
7. Trading across borders
8. Enforcing contracts
9. Closing a business

Areas considered in preparing 
the Doing Business Index
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4. Macroeconomic Outlook and 

the Monetary Policy Strategy 

for 2011 and Beyond

73

FACTORSIMPACTINGMONETARYPOLICYΧ

Monetary policy is generally determined in the context of:

ÅUnderlying trends in monetary aggregates

ÅLikely domestic or external shocks 

ÅExpected macroeconomic developments

That is because such trends, developments and 
shocks, largely lead to changes in prices in an economy. 
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IN THATCONTEXT, WHATWOULDBETHEKEYDEVELOPMENTS

THATAREEXPECTEDIN THEMEDIUMTERM?

Å Economic growth to be 8% to 9% over the next few years, with all 
sectors contributing to this growth

Å Rapid development in agriculture with increased productivity and 
mechanisation

ÅGreater capacity utilization and capacity expansion as a result of the 
development of infrastructure facilities

Å Significant expansion in the services sector

Å Productivity improvement with expansion of Infrastructure, Adoption 
of Technology, Training and Skills Development

75

BROADBASEDECONOMICGROWTH

INVESTMENTSTOINCREASE...

Å Investments to reach above 30% of GDP in the medium term

Å Domestic savings to rise and to be at least 22% of GDP

Å More foreign resources likely to be available through:

ï Inward remittances, 

ïForeign direct investments 

ïForeign financing inflows to both the government and the private sector

KEYDEVELOPMENTSEXPECTED
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GRADUALSTRUCTURALADJUSTMENTSTOTAKEPLACEIN VARIOUSSECTORSΧ 

Å Some structural issues are being addressed 

ï Labourproductivity

ï Land availability issues

ÅMore lands being made available for new investment projects and expansion

ï Revival and better management of loss making key public enterprises

Å Government Fiscal Consolidation

Å Changing lifestyles and spending patterns with enhanced incomes

Å Greater regional and global integration with ICT empowerment

Å /ƻǳƴǘǊȅΩǎ ƳƛŘŘƭŜ ƛƴŎƻƳŜ ǎǘŀǘǳǎ ŀƴŘ ƛǘǎ ƛƳǇƭƛŎŀǘƛƻƴǎ

Å άtŜŀŎŜέ ŘƛǾƛŘŜƴŘ

KEYDEVELOPMENTSEXPECTEDΧ
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ENCOURAGINGDEVELOPMENTSIN THEEXTERNALSECTORΧ

Å Exports and Imports expected to maintain the upward momentum

Å Earnings from services, particularly Tourism, Ports, ICT, and external and internal 
trade expected to record significant increases

Å Remittances expected to increase further from the current level of 8% of GDP in 
the upcoming years

Å Higher FDI inflows to reach around 2% of GDP, due to more conducive 
environment 

Å BOP surplus likely to be around  1.5% of GDP

Å International reserves to be at a comfortable level of around  5 to 6 months of 
imports in the medium term

Å Exchange rate to remain largely stable with a tendency to gently appreciate

KEYDEVELOPMENTSEXPECTEDΧ
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Å Improving investment climate

Å Relaxation of exchange controls

Å Focused fiscal incentives and 
facilitation

Å Long term inflows to the government 
projected to be around USD 1.7 billion 
in 2011

Å FDIs and inflows to the private sector 
expected to reach USD 1.5 billion 

Å Portfolio investments expected to 
increase

Foreign Direct Investments
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HIGHLEVELOFFOREIGNINFLOWSEXPECTED

MORESPECIFICALLY, CERTAINDEVELOPMENTSAREEXPECTED

INнлммΧ

ENCOURAGINGDEVELOPMENTSIN THEPUBLICSECTORΧ

ÅGovernment announcedFiscal Consolidation Policy 

Framework will support effective conduct of monetary policy

ÅMore domestic funds to become available to the private 

sector at competitive rates

ÅReduction of taxes to release more funds for private sector 

investments   

KEYDEVELOPMENTSEXPECTEDIN 2011Χ
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ÅOverall budget deficit is expected to decline further to 6.8%    
of GDP and to around 5% of GDP in the medium term

ÅGovernment revenue and grants are expected to increase to 
15.6% of GDP

Å Expenditure and net lending is expected to decrease to 22.4% 
of GDP

ÅGovernment recurrent expenditure is estimated to decrease to 
16.1% of GDP

Å Public investment is expected to be maintained at 6.5% of GDP

81

FURTHERIMPROVEMENTSONTHEFISCALFRONT

KEYDEVELOPMENTSEXPECTEDINнлммΧ

Å Major emphasis on: 

ï Financial sector
ï Small and medium enterprises (SMEs)
ï Telecommunications 
ï Tourism
ï Value added exports 
ï Research and development 

Å wŜŎŜƴǘ ǘŀȄ ǊŜŦƻǊƳǎ ǎƘƻǳƭŘ ƎŜƴŜǊŀǘŜ άŦŜŜƭ ƎƻƻŘέ ŦŀŎǘƻǊ ŀƴŘ ǊŜǾŜƴǳŜ ƛƳǇǊƻǾŜƳŜƴǘǎΥ

ï Simplified the tax system
ï Lowered the tax rates
ï Broadened the tax base 
ï Improved tax administration

82

BUDGETнлммΩSFOCUSONDEVELOPINGEFFICIENCYANDPRODUCTIVITY

WILLBEARFRUITΧ

KEYDEVELOPMENTSEXPECTEDINнлммΧ
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KEYDEVELOPMENTSEXPECTEDINнлммΧ

ÅMore representative price index that reflects most recent changes 
in consumption patterns

Å Helps formulation and conduct of Monetary Policy

ÅMore realistic index to assess current inflationary pressures as 
well as inflationary outlook

Å Need to rebase the CCPI every 5 years as consumption patterns 
change rapidly

83

NEWCCPI (BASEDON2006/07 SURVEY) TOCOMEINTOFORCEΧ

IN THISSCENARIO, THECENTRALBANKΩSCHALLENGEWOULD

BETOMAINTAININFLATIONATAROUNDMID-SINGLEDIGIT

LEVELSIN THESHORTANDMEDIUMTERM... 

Å Demand pressures emanating from the new developments will 
need to be held in check 

Å Significant price pressures have to be anticipated and intervention 
will be needed to mitigate these pressures through both demand 
management and favourable supply-side developments
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CENTRALBANK WILL THEREFOREHAVETO CONTINUETO MONITOR
MONETARYAND ECONOMICDEVELOPMENTSCLOSELYAND RESPOND
APPROPRIATELY
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MONETARYMANAGEMENTIN SRILANKACONTINUESTOBE

GUIDEDBYTHEMONETARYTARGETINGFRAMEWORKΧ

Å Reserve moneyis the Operating Target 

Å Broad moneyis the Intermediate Target

Å Monetary Programme serves as the guide to monetary policy operations 

HOWEVER, THE VAST STRUCTURAL CHANGES NOW TAKING PLACE IN THE 
ECONOMY COULD RESULT IN SIGNIFICANT FLUCTUATIONS IN FINANCIAL 
FLOWS AND CHANGES IN FINANCIAL HABITS OF PEOPLE AS WELL AS 
CHANGES IN THE VELOCITY OF MONEY AND MONEY MULTIPLIER.

Å In the face of such changes, it will be more challenging to stipulate EXACT 
TARGETS for monetary aggregates.

85

HENCE, THE EXISTING FRAMEWORK NEEDS TO BE 
SUPPLEMENTED BY A MORE DYNAMIC APPROACH 
IF WE ARE TO SECURE A LOW AND STABLE LEVEL 
OF INFLATION IN THE YEARS TO COMEΧ

Accordingly, we will follow a dual approach: 
an Economic Analysis and a Monetary Analysis

86
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THEECONOMICANALYSISWOULDCOVER...

Å Aggregate demand and potential output
Å Developments in the global economy
Å Fiscal developments
Å Exchange rate movements 
Å External trade and the balance of payments 
Å Developments in capital markets as well as other financial 

markets
Å Labour market conditions

For this analysis, rebasing the CCPI on ŀǘ ƭŜŀǎǘ ǘƘŜ ά2006/07
IƻǳǎŜƘƻƭŘ LƴŎƻƳŜ ŀƴŘ 9ȄǇŜƴŘƛǘǳǊŜ {ǳǊǾŜȅέ would be of vital 
importance
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THEMONETARYANALYSISWOULDCOVERΧ

Å Impact of various domestic and international shocks on the economy

Å The sensitivity of the on-going Monetary programme to the above 
shocks and the need to adjust it in order to deliver the overall policy 
deliverables

Å Possible changes in credit growth: Bank credit to the 
Government, Public Corporations and the Private sector

Å Money market liquidity and its control measures 

Å Impact of capital inflows, its impact on the exchange rates and money 
markets

Å Savings and investment patterns

Å Developments in the financial system

88
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THEMONETARYPROGRAMMEFOR2011 ENVISAGESTHE

FOLLOWINGΧ

Å Anticipated GDP growth of around 8.5% 

ÅGDP deflator of 6%

Å BOP surplus in 2011 of around USD 350 million

Å Net Credit to the Government to be about Rs.42 billion 

Å Credit to the private sector to expand by about 16%

Å Broad Money and Reserve Money growth to be at around 14.5%
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ON THATBASIS, PROJECTEDEXPANSIONIN BROADMONEY

IN THEMEDIUMTERMWOULDBEΧ

2010 2011 2012 2013

GDP Growth 8.0 8.5 9.0 9.5

GDP Deflator 7.0 6.0 5.5 5.0

Broad Money-M2b 
(Annual Average)

15.0 14.5 14.5 14.5

Projected Expansion in Broad Money (% change over previous year)
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IMPLEMENTATIONOFMONETARYPOLICYWOULDBEONA

MULTI-PRONGEDAPPROACHΧ

ÅPolicy interest rates to be used as the key 
policy instrument

Å Interest rate corridor approach to be 
continued

ÅStability in call market rates to be 
maintained

ÅPolicy advice and intervention methods in 
relation to the supply side will be offered 
to the relevant authorities

ÅExchange rate stability will be maintained
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IN IMPLEMENTINGMONETARYPOLICY, WEWILLCONTINUE

TOSEEKVIEWSOFALLSTAKEHOLDERSΧ 
Å Consultative Committee on Monetary Policy will continue, thereby strengthening 

the policy decision making process. 

Å Special thanks to the outgoing Chairman, Prof. A. D. V. de S. Indraratneand 
Member, Mr. YohanPerera.

Å Warm welcome to Mr. MahenDayananda, the incoming Chairman.

Å Other eminent members of the Monetary Policy Consultative Committee (MPCC) 
for 2011 will be:

ï Mr. SohliCaptain ςChairman, CEI Plastics Ltd.

ï Mr. Cubby WijetungeςDirector & Chairman Emeritus, Nestle Lanka PvtLtd.

ï Mr. Raja SenanayakeςChairman, SKM Holding Ltd.

ï Mr. PreethiJayawardaneςJt. Managing Director, ChemanexLtd.

ï Mr. AmalCabraalςChairman, Unilever ςSri Lanka

ï Mrs. NirmaliSamaratungeςCo-Chairperson & Jt. Managing Director, Mackwoods(Pvt) Ltd.

ï Mr. SujeewaRajapakseςVice President, Institute of Chartered Accountants of Sri Lanka
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OURCLOSECOMMUNICATIONWITHALLSTAKEHOLDERS

ANDTHEPUBLICWOULDCONTINUEΧ  

Å The public will be kept  
informed of policy changes 
and the rationale for such 
changes to facilitate 
informed decision making 
by economic agents.

Å Our special thanks to media 
for their extensive and      
in-depth coverage for our 
policies and policy actions 

Month Date of Announcement

January 11th Tuesday

February 8th Tuesday

March 8th Tuesday

April 19th Tuesday

May 13th Friday

June 10th Friday

July 8th Friday

August 19th Friday 

September 16th Friday

October 11th Tuesday

November 8th Tuesday

December 20th Tuesday

Monetary Policy Announcement Dates for 2011
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5.PROPOSEDPOLICIESFOR

FINANCIALSYSTEMSTABILITYIN

2011 ANDBEYOND

94
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THEFINANCIALSECTORWILLBEFURTHERDEVELOPEDAND

IMPROVED

ÅEmphasis will be on: 

üSafety

üStability

üNew growth areas 

ü Innovative financing solutions 

üPrudential framework

üSupervisory arrangements and 
processes 

üSurveillance framework 
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CONTINUOUSIMPROVEMENTSWILLBECARRIEDOUT, BASED

ONTHEISSUESTHATSURFACEDDURINGTHEGLOBAL

FINANCIALCRISIS:

ÅwŜŦƛƴŜ άǎǘǊŜǎǎέ ǘŜǎǘƛƴƎ ŀǇǇǊƻŀŎƘŜǎ

ÅImprove supervisory cooperation across 

regulatory agencies

ÅEnhance risk identification and early 

warning systems

ÅReinforce quick liquidity support and 

resolution arrangements

ÅStrengthen financial safety nets
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RISKMANAGEMENTWILLBEGIVENTOPPRIORITYΧ

Å Guidelines will be issued to banks on 
Integrated Risk Management 

Å Integrated risk management techniques 
will be developed to:

ïClosely monitor and manage risks 

ïEnsure availability of adequate 
capital within banks and other 
financial institutions to meet 
unforeseen risks

Å Direction on margin trading of shares by 
banks to mitigate exposure to equity 
market and to introduce a risk 
management system.

97

A ROBUSTANDEFFECTIVESUPERVISORYMECHANISMIN LINE

WITHTHEBASELFRAMEWORKWILLBEIMPLEMENTEDΧ

Å Implement Internal Capital Adequacy Assessment Process 

(ICAAP) and Supervisory Review Process (SRP) under Basel II ς

Pillar 2. This will entail:

ïCapital allocation enhancement for risks not captured under  

Pillar 1

ïLŘŜƴǘƛŦƛŎŀǘƛƻƴ ƻŦ ŜȄǇƭƛŎƛǘ ǊŜǎǇƻƴǎƛōƛƭƛǘƛŜǎ ƻŦ ǘƘŜ ōŀƴƪǎΩ ŘƛǊŜŎǘƻǊǎ 

and the supervisors

Å Move towards advanced approaches of Basel II

Å Carry out appropriate reforms in line with Basel III
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THEADOPTIONOFINTERNATIONALACCOUNTING

STANDARDSWILLBEFACILITATED

ÅAdopt Sri Lanka Accounting 
Standards (SLAS) 44and 45on 
financial instruments by January 
2012 (corresponding IAS 32and 39) 

ÅAdoption of the Sri Lanka 
Accounting Standards (SLAS) 46on 
related disclosures (corresponding 
IFRS 7) will also be facilitated
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FINANCECOMPANYSECTORWILLBEMONITOREDEVEN

MORECLOSELYΧ

Å All Registered Finance Companies will be 
required to list on the CSE by June 2011

ï Facilitate mobilisation of capital funds 

ï Broad based ownership 

ï Enhance governance standards and disclosure 
requirements

Å RFCs will be classified into two groups:

- Those which are in full compliance with 
all applicable laws, regulations and 
directions and those which are not

- The separate groups will be published in 
the newspapers on a quarterly basis, 
commencing 1st July 2011.
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Å Identify and monitor risks arising 
from:

ï Inter-connectedness of Financial 
Institutions

ïRelated companies
ïBusiness conglomerates

ÅCertain groups may have complex 
and (sometimes) opaque structures

NEWMECHANISMSWILLBEDEVISEDTOMONITORAND

SUPERVISEDIVERSIFIEDGROUPSWITHFINANCIALINTERESTΧ
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FOREIGNCOLLABORATIONWILLBEINCREASEDΧ

ÅSupervisory culture and practices 
will be made consistent with 
international standards

ÅSince there is a increasing presence 
of international banks in Sri Lanka 
and local bank branches outside Sri 
Lanka, Memorandum of 
Understanding (MOU) with home 
regulators of foreign banks and host 
regulators of local banks in the 
Asian region, will be developed by 
end 2012
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ά!CCESSTOFINANCEέ WILLBECONSIDEREDASAάBASIC

NEEDέ ANDGIVENSPECIALATTENTIONΧ

ÅA fact-finding survey will be conducted in early 2011 to 
address:

ïKnowledge gap of people on banking and financial 
matters 

ïSuggested remedial measures 

ÅA wide ranging financial literacy programme will be 
launched in lagging provinces

Å125 comprehensive financial literacy programmes will be 
conducted in 2011
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PUBLICAWARENESSCAMPAIGNSONUNAUTHORIZEDFINANCE

ACTIVITYWILLBECONTINUEDΧ

Å List of licensed banks & registered financial institutions will be published regularly

Å Risks in investing & depositing in non-registered  institutions and prohibited 
schemes will be highlighted as already done

Å A Customer Charter will be introduced in order to:

ï Educate customers of financial institutions, of their rights and responsibilities

ï Provide guidance to customers of banks & financial institutions, in transacting with such 
organisations and as to what redress is available in the event of a violation of the rights of 
customers

Å Develop mechanisms to provide information to customers who require information 
on: 
ï Processes and documentation involved 
ï Relevant fees and charges 
ï Risks and benefits of various products   
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FURTHERIMPROVEMENTSWILLBEEFFECTEDIN PAYMENT

SYSTEMSTOSAFEGUARDPUBLICINTERESTΧ

ÅDevelop higher level of supervision 
of service providers  

Å Issue guidelines to regulate internet 
banking services and mobile 
payments

ÅMove towards a common ATM 
Switch 

ÅMove towards a common Debit Card 
Switch

ÅProvide for online-encryption 
security for payment cards
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STRENGTHENTHEAML/CFT FRAMEWORK

ÅExisting laws will be amended to 
match international standards

ÅMeasures will be taken to finalise
the legal review process to fulfill the 
identified gaps in the existing laws 
(FTRA, PMLA, CSTFA  relating to 
ML/TF)

ÅCapacity of the Financial 
Intelligence unit will be significantly 
enhanced
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STEPSTOIMPROVETHEEFFICIENCYOFBANKSTOLOWER

INTERMEDIATIONCOSTΧ

Å ¢ƘŜ ƛƴǘŜǊŜǎǘ ǎǇǊŜŀŘ ƛƴ ǘƻŘŀȅΩǎ ōŀƴƪƛƴƎ sector 
is about 4.5%. 

Å It will be possible to  lower the interest 
spread to around 3.5% - 4.0% by end 
2011, particularly given the stability in 
interest rates  

Å Reduced intermediation costs will need to be 
achieved through:

ïOperational efficiency 

ïRe-engineering business processes

ïCost effective and efficient customer 
services 

ïDevelopment of innovative products 
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Current 
level

Desirable 
level

2011 2016

INTERMEDIATION COST

THECORPORATEBONDMARKETWILLBEFURTHERDEVELOPED

Å So far, Bank loans and equity markets have been 
main sources of financing. 

Å Development of the corporate bond market would 
create a deeper, increasingly integrated and 
competitive financial market.

Å The deepening of the Corporate Bond market will:

ï Improve the ability to balance debt

ïBetter manage the degree of leverage

ïReduce the impact of shocks arising from over-
dependence on any single form or source of 
financing
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GLOBALANDREGIONALFINANCIALLINKSWILLBE

STRENGTHENEDΧ
Å 5ŜǾŜƭƻǇ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǎŜŎǘƻǊΩǎ ŎŀǇŀŎƛǘȅ ǘƻ ǇǊƻŀŎǘƛǾŜƭȅ ǊŜǎǇƻƴŘ ǘƻ ǘƘŜ 

changing requirements of the economy, and support the next phase 
of economic development of Sri Lanka

Å Strengthen linkages with the global economy

Å Provide the necessary support and guidance to the Presidential 
Commission on Banking and Financial Services, which is to be set up 
shortly. 

Å Gradually, realise{Ǌƛ [ŀƴƪŀΩǎ potential to become a regional financial 
hub.
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IN FORMULATINGPOLICIESFORTHEFINANCIALSECTOR, WE

WILLCONTINUETOSEEKVIEWSOFALLSTAKEHOLDERSΧ 

Å The Financial System Stability Consultative Committee (FSSCC) will 
continue to contribute towards strengthening the financial system . 

Å FSSCC for 2011 will comprise the following members:
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Å Mr. R. N. Asirwatham- Chairman

Å Mr. U MapaςFinancial Ombudsman, The Financial Ombudsman Sri Lanka (Guarantee) Ltd.

Å Mr. S. N. PalihenaςFormer General Manager, Bank of Ceylon

Å Mr. M. U. de Silva ςSecretary-General, Sri Lanka .ŀƴƪǎΩ Association  

Å Mrs.L. K. GunatilakaςFormer Director SNBFI, Central Bank

Å Mr. Ajith DevasurendraςDeputy Chairman, Browns Group of Companies

Å Mr. SanjayaKulatungaςDirector, AmbaResearch Lanka (Pvt) Ltd.

Å Mr. SujeewaMudaligeςPresident, Institute of Chartered Accountants of Sri Lanka (ICASL)

Å Mr. Manjulade Silva ςPresident, Insurance Association of Sri Lanka

Å Mr. S. JeyavarmanςCEO, National Asset Management Ltd.
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6.POLICIESTOSTRENGTHENTHE

ECONOMYIN

2011 & BEYOND
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VARIOUSAGENCYFUNCTIONSCARRIEDOUTBYTHE

CENTRALBANK ONBEHALFOFTHEGOVERNMENTWILLBE

CONSCIENTIOUSLYIMPROVEDΧ 

These are:

ÅIssuing and managing currency 

ÅManaging the public debt

ÅFacilitating foreign exchange transactions

ÅaŀƴŀƎƛƴƎ ǘƘŜ 9ƳǇƭƻȅŜŜǎΩ tǊƻǾƛŘŜƴǘ CǳƴŘ

ÅPromoting regional development  
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A NEWCURRENCYSERIESWILLBELAUNCHEDIN FEBRUARYнлммΧ

ÅA new series of currency notes with 
the theme of 
development, prosperity and Sri 
Lankan dancers will be launched  

ÅAwareness programmes on the 
security features of new currency 
notes will be conducted to combat 
counterfeiting

ÅUnder the Clean Notes Policy a 
country-wide programme to 
educate the public on the proper 
handling of currency will be 
conducted, while soiled notes will 
be removed from circulation
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FOREIGNEXCHANGERELAXATIONMEASURESTOBE

IMPLEMENTEDWITHEFFECTFROMEARLY2011 

Å Permission for local companies and institutions and individuals  
to invest in equity of companies incorporated abroad and 
sovereign bonds issued by foreign governments 

ï Increased level of reserves enabled implementing these measures

ïThis would help long-term external sector stability
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FURTHERFOREIGNEXCHANGERELAXATIONMEASURESWILL

BEIMPLEMENTEDINнлммΧ

Å Permission for insurance companies to invest up to 10% of assets 
of general fund or technical reserve in foreign assets

ïThis would facilitate insurance companies to diversify their 
investment portfolio and improve long term financial stability

Å Introduction of Corporate Credit Cards / Travel Cards

Å Permission to be granted to transfer funds in NRFC/ RFC accounts 
among banks and among individuals

Å Removal of the maximum limit on the balance of the Indirect 
9ȄǇƻǊǘŜǊǎΩ CƻǊŜƛƎƴ /ǳǊǊŜƴŎȅ accounts

Å Relaxation of exchange control restrictions on investments in Unit 
Trusts
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FURTHERFOREIGNEXCHANGERELAXATIONMEASURESWILL

BEIMPLEMENTEDINнлммΧ

Å Relaxation of restrictions on foreign investments in 
education, travel agencies and shipping agencies

Å Permission to be granted to residents to make payments to non-
residents in respect of purchase of real estate

Å Permission for Sri Lankan students studying abroad to obtain 
loans from banks in the country of study. 

Å Introducing special foreign currency accounts for 
ï Travel agents 

ï Airlines

ï Local companies who undertake foreign contracts such as power 
projects, building constructions etc. abroad

ï Local companies which undertake foreign funded projects in Sri Lanka 
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ÅForeign reserves in the medium 
term targeted to be maintained at 
around 5 to 6 months import 
equivalent level 

ÅAccordingly, Gross Official Reserves 
are projected to increase to around 
US$ 10 billion by 2013.

SPECIALFOCUSTOBEONEFFICIENTRESERVEMANAGEMENT

TOOBTAINOPTIMUMRESULTSΧ
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ÅThe Foreign Reserves Management activities will be 
expanded in scope and extent by:

- Implementing a state-of-the-art treasury management system,

- Multiple-shift working arrangements, and 
- Provision of modern physical infrastructure

PUBLICDEBTMANAGEMENTWILLBESTRENGTHENEDFURTHERΧ

Å Debt portfolio will be further 
restructured to reduce cost and risks.

Å Steps will be taken to broaden and 
diversify investor base.

Å Lowering fragmentation to improve 
liquidity and secondary market 
operations
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Projections of Outstanding Public Debt

(2010 - 2016) (As a % of GDP)

Å Ensure a sound regulatory framework.

Å Improve operations of the LankaSettle
and Primary Dealer Systems.

Å Enhance secondary market trading of 
Government Securities.
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MAKEEFFECTIVEUSEOFTHELARGERPOOLOF

RESOURCESAVAILABLETOSRILANKAΧ

ÅCǳƴŘƛƴƎ ŦǊƻƳ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ ŎƻƴŎŜǎǎƛƻƴŀƭ ŀǊƳ

ï International Development Association (IDA)

ÅCǳƴŘƛƴƎ ŦǊƻƳ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ ƴƻƴ-concessional 
window

ï International Bank for Reconstruction and Development 
(IBRD)

Å Continued funding from Asian Development Bank (ADB) 

Å Bilateral sources such as JICA, China, India and Korea

Å Appetite of various funds abroad to invest in Sri Lanka

Å In addition significant inflow of FDIs are expected.
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MANAGEMENTOFEMPLOYEESΩ tROVIDENTFUNDTOBE

FURTHERDEVELOPED

120

ÅLƴǘǊƻŘǳŎŜ ŀ Ψ.ŀƴƪƛƴƎ aƻŘŜƭΩ 
concept

ÅProject to assign members a 
unique identification 
number will be completed
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DEVELOPTHENEWLYPROPOSEDPENSIONFUNDS

ÅAs proposed in Budget 2011, steps will be taken to 
establish the new EmployeesΩ tŜƴǎƛƻƴ CǳƴŘ ǘƻ 
provide post retirement pension benefits to 
employees in the private and corporate sector.

ÅSteps will be taken to implement the proposed 
CitizensΩ tŜƴǎƛƻƴ ŀƴŘ LƴǎǳǊŀƴŎŜ CǳƴŘ ŦƻǊ ǘƘŜ 
informal sector, as proposed in Budget 2011. 
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REGIONALDEVELOPMENTWILLCONTINUETOFOCUSONSMESΧ

ÅPromote Information & Communication 
Technology based SMEs

ÅFacilitate service oriented SMEs in the 
hospitality industry

ÅConduct entrepreneurship development 
training programmesto fill the knowledge gap 
of existing and potential entrepreneurs in the 
regions

Å Introduce a new credit guarantee scheme to 
mitigate credit risk to PFIs lending to SMEs
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NEWPROJECTOFFICESTOCOORDINATEACTIVITIESRELATEDTO

POVERTYREDUCTIONIN THEREGIONSTOBEESTABLISHEDΧ

ÅFurther strengthen existing poverty focused credit lines 

Å9ȄǇŀƴŘ ŀŎǘƛǾƛǘƛŜǎ ǳƴŘŜǊ άPrabodiniέ - Poverty Alleviation 
Micro Finance Project (PAMP) II, to address:

ïPoverty

ïRegional inequality

ÅFive project offices to be set up in 2011 under PAMP II: 
Jaffna, Vavuniya, Anuradhapura, Monaragala, Batticaloa
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REDUCINGPOVERTYANDIMPROVINGFINANCIALINCLUSIONΧΦ

ÅOverall focus to link low income people with banking sector

Å Conduct financial literacy programmesamong people who 
currently are outside the formal financial sector.

Å Target of 100 per cent financial inclusion by the year 2015

Å Facilitate best practices to improve productivity and quality of 
produce

Å Establish market linkages for rural produce to enhance income 
of producers

Å Central Bank is planning to continue its series of Consumer 
Finance and Socio Economic Surveys  (CFS) in 2011/2012 
covering the entire island for the first time since  1981/82. 
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SUPPORTTHEDEVELOPMENTOFTHEFIVESTRATEGICHUBSΧ

Å Mahinda Chintana ςVision for the Future envisages 
transforming Sri Lanka into a strategically important 
ŜŎƻƴƻƳƛŎ ŎŜƴǘǊŜΣ ǘŀƪƛƴƎ ŀŘǾŀƴǘŀƎŜ ƻŦ ŎƻǳƴǘǊȅΩǎ 
ǎǘǊŀǘŜƎƛŎ ƎŜƻƎǊŀǇƘƛŎŀƭ ƭƻŎŀǘƛƻƴ ŀƴŘ ƻǘƘŜǊ ΧΧΦ

Å The identified hubs are:

ïNaval hub

ïAviation hub

ïCommercial hub

ïEnergy hub

ïKnowledge hub

Å We will set up a Working Group to advise the relevant 
authorities in the actions needed to achieve these 
outcomes.
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CONCLUDINGREMARKS
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CENTRALBANKOFSRILANKAISCELEBRATING60 YEARS

OFOPERATIONSIN 2010/2011 

ÅSincere gratitude for those who 
worked with us throughout these 60 
years

Å! ōƻƻƪ άwŜǘǊƻǎǇŜŎǘέ ǿŀǎ ǇǳōƭƛǎƘŜŘ in 
August 2010

ÅA series of orations given by 
prominent persons

Å46th{9!/9b DƻǾŜǊƴƻǊǎΩ /ƻƴŦŜǊŜƴŎŜ 
will be held in February 2011 
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OURGRATEFULTHANKSTOΧ

ÅMany have toiled with us to enable us to stand here and proudly 
speak of our achievements 

Å His Excellency, President and Minister of Finance, Mahinda
Rajapaksafor the extraordinary contribution to our country and 
our economy 

Å Former Deputy Ministers of Finance, Hon. Dr.Sarath
Amunugama, Hon. RanjithSiyambalapitiyaand Hon. Chandrasiri
Gajadeera

Å The new Deputy Minister of Finance,  Hon. Geethanjana
Gunawardena

Å Attorney General, Hon. Mohan Pieris, PC, Auditor General, Legal 
Draftsman, Members of the Audit Committee, Banks and other 
financial institutions, media and all other stakeholders in the 
financial system for their co-operation and contribution
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OURGRATEFULTHANKSALSOTOΧ
Å The Monetary Board members, Dr.P. B. Jayasundera, Secretary to the 

Treasury, Mrs.Mano Ramanathan, Mr. NimalWelgamaand Mr Neil 
Umagiliyawho are always at hand to discuss, advise and implement 

Å Deputy Governor, Mr. Dharma Dheerasinghe, Dr.D. S Wijesinghe, Deputy 
Governor who retired from the bank in 2010 and Mr. P D J Fernando who 
was appointed as Deputy Governor in 2010 for their commitment and 
dedication    

Å Assistant Governors, Our Representative at the IMF, Heads of 
Departments, particularly the Chief Economist and Director of Economic 
wŜǎŜŀǊŎƘ ŀƴŘ Ƙƛǎ ǎǘŀŦŦ ŦƻǊ ǘƻŘŀȅΩǎ ŜŦŦƻǊǘΣ ŀƴŘ ŀƭƭ ǎǘŀŦŦ ƻŦ ǘƘŜ /ŜƴǘǊŀƭ .ŀƴƪ 
for their hard work  and tremendous dedication.

Å The Consultative Committees on Monetary Policy and the Financial System 
Stability for the policy discussions and advise and the Sovereign Ratings 
Advisory Committee.  

Å The Panel of Experts, Managing Agents of troubled Financial 
Institutions, officers of the Ministry of Finance and Planning, officers of 
other Ministries and institutions and all others connected with our 
economy.  

129

2010 HASBEENA SIGNIFICANTYEARFORTHECENTRAL

BANK

ÅOur Balance Sheet has reached a TRILLION RUPEE 
value

ÅThe Public Debt that we manage exceeds FOUR 
TRILLION RUPEES

ÅThe EPF we manage is about NINE HUNDRED BILLION 
RUPEES

ÅThe Foreign Reserves we manage is over SEVEN 
HUNDRED BILLION RUPEES

We are happy that we have delivered value to the 
country in all what we have done. But, we will be the 
first to admit that there is a lot more to be done.
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2010 HASALSOSEENTHEDAWNOFA NEWERAFOR

OURCOUNTRYΧ 

ÅA full year of peace and stability

ÅThe year has provided the space for rebuilding and 
reconciliation and excellent platform to launch the 
next phase of development

ÅWe have seen a concerted effort being exerted 
from all quarters of the economy

ÅThe significant investment in infrastructure is 
beginning to bear fruit
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NOW, THEPRESIDENTANDTHEGOVERNMENTOFSRILANKA

HAVESTATEDTHEIRINTENTIONTOACHIEVETWOMAJOR

GOALSIN THECOUNTRYΩSDEVELOPMENTPROCESSΧ 

Å5h¦.[9 ¢I9 /h¦b¢w¸Ω{ 
PER CAPITA INCOME TO 
US $ 4,000 BY THE YEAR 
2016

Åά.w!b5έ {wL [!bY! !{ 
¢I9 ά²hb59w hC !{L!έ 
WITH EXTRAORDINARY 
ACHIEVEMENTS
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