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Decision:
The Central Bank of Sri Lanka continues its accommodative
Monetary Policy Stance...

Policy interest rates remain unchanged

Standing Deposit Facility Rate (SDFR) 4.50%
Standing Lending Facility Rate (SLFR) 5.50%
Bank Rate 8.50%
Statutory Reserve Ratio (SRR) 2.00%

Priority sector lending targets for micro, small and medium sector enterprises (MSMEs)

to be introduced, in consultation with the banking community.




The second wave of the COVID-19 pandemic adversely affected the
recovery in global economic activity...

Global Spread of COVID-19 Growth Projections for 2020
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The COVID-19 pandemic has weighed down Sri Lanka’s growth prospects... ‘
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Positive sentiments continue...
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Given subdued levels of inflation, the Central Bank has conducted
monetary policy with a focus on supporting economic recovery...
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Reflecting the transmission of monetary policy easing measures, market ‘
interest rates continued to decline notably during 2020 and most were at

single digit levels...

Movement of Selected Market Interest Rates

Adjustments in Interest Rates
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Driven by domestic credit, money supply growth accelerated during the
latter part of 2020...
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Supported by the policy easing measures adopted by the Central Bank in q
2020, credit extended to the private sector started to pickup gradually...

Annual Increase in Outstanding Credit by Monthly Change in Outstanding Credit to the
Commercial Banks to the Private Sector Private Sector by Commercial Banks
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Average rates on SME loans broadly follow the trends of overall average rates...“

AWNSR(a) & AWSR(b) [All Licensed Banks] Loan size-wise AWNSR
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Trade deficit narrowed in 2020 with import expenditure declining by a higher amount q
than the decline in earnings from exports, while worker’s remittances increased

steadily recording the highest ever monthly inflow in December 202o0...
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The Sri Lankan rupee experienced some notable pressure recently...
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Inflation to remain at desired levels...

Headline Inflation - Food and Non Food . .
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As the economy is performing below its potential, demand driven inflationary pressures
are not expected in the near term
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Inflation will be maintained within the 4-6% desired range...

Quarterly Average Headline Inflation based on CCPI
(Year-on-Year, %)
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Note: A forecast is neither a
promise nor a commitment

The fan chart illustrates the uncertainty
surrounding the baseline projection
path using confidence bands of
gradually fading colours. The projection
reflects the available data and
assumptions and judgments made at
the January 2021 forecast round.

The confidence intervals (Cl) shown on
the chart indicate the ranges of values
within which inflation may fluctuate
over the medium term. Specially, the
thick green shaded area represents 50%
confidence interval, implying there is a
50% probability that the actual inflation
outcome will be within this interval. The
confidence bands show the increasing
uncertainty in forecasting inflation over

a longer horizon.

-2020 Stability
Susainabity

Stared Fos ity

Economic Research Department
Central Bank of Sri Lanka



Monetary Policy Announcements in 2021

19 January, Tuesday
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Thank You



