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The Central Bank of Sri Lanka Releases

the Annual Economic Review for the Year 2025

The Annual Economic Review 2025, the publication in accordance with Section 80 of the Central Bank
of Sri Lanka Act, No. 16 of 2023, was presented to His Excellency Anura Kumara Dissanayake, the
President and the Minister of Finance, Planning and Economic Development, by Dr. P Nandalal

Weerasinghe, the Governor of the Central Bank of Sri Lanka, today (20 April 2026).

[Dr. P Nandalal Weerasinghe, the Governor of the Central Bank of Sri Lanka presenting the Annual
Economic Review 2025 to H. E. Anura Kumara Dissanayake, the President and the Minister of Finance,
Planning and Economic Development. Hon. Dr. Anil Jayantha Fernando, Deputy Minister of Finance
and Planning, Dr. Harshana Suriyapperuma, Secretary to the Treasury, Mrs. K M A N Daulagala, Senior
Deputy Governor of the Central Bank of Sri Lanka, Mr. K G P Sirikumara, Deputy Governor, Dr. P K
G Harsichandra, Assistant Governor, and Dr. L R C Pathberiya, Director of Economic Research were

also present.]

The Annual Economic Review 2025 is available on the official website of the Central Bank at

Annual Economic Review | Central Bank of Sri Lanka

Scan the QR code for the Annual Economic Review 2025



https://www.cbsl.gov.lk/en/publications/economic-and-financial-reports/annual-economic-review

Key highlights of the Annual Economic Review 2025 are given below:

In 2025, the Sri Lankan economy continued to build on the recovery achieved in previous years,
underpinned by sustained macroeconomic stabilisation and the continued implementation of policy and
structural reforms. Notwithstanding heightened global uncertainties, especially related to trade and
geopolitical developments, as well as the impact of adverse weather conditions and devastating natural
disasters towards late 2025, domestic economic activity remained resilient. Improved macroeconomic
conditions and continued policy consistency strengthened overall investor confidence, paving the way
for sustained economic growth, while enhancing the ability of the economy to build buffers to weather

shocks more effectively.

Economic activity remained robust in 2025, with real GDP growth estimated at 5%, marking the second
consecutive year of expansion. Labour market conditions improved alongside the recovery, and
inflation turned positive from August 2025 following a period of deflation, largely driven by easing
energy-related price declines and higher food prices, with demand remaining firm. Lower interest rates,
reflecting relaxed monetary conditions, led to a notable expansion in credit to the private sector. The
removal of restrictions on vehicle imports contributed to higher imports and credit demand during the
year. External sector performance strengthened further, with the current account recording a surplus for
the third consecutive year, particularly supported by the historically high levels of workers’ remittances,
along with improved services exports, despite a widening trade deficit. These foreign exchange inflows
enabled the continued build-up of reserves amid external debt service payments, while the Sri Lanka
rupee recorded a modest depreciation under the flexible exchange rate regime. Fiscal performance
remained strong, with the primary balance recording a surplus for the third consecutive year,
underpinned by revenue-based fiscal consolidation measures, alongside continued efforts to support
vulnerable groups. Financial sector performance also improved amid strengthened macroeconomic
conditions. The profitability of both bank and non-bank financial institutions improved in 2025,
alongside notable enhancements in asset quality, largely supported by robust credit expansion. Liquidity
and capital buffers of banks and finance companies remained well above regulatory minimum

requirements, reflecting the strengthened resilience of the financial sector.

Building on improved macroeconomic conditions, the Central Bank’s policy focus in 2025 remained
on maintaining price stability and financial system stability. Monetary policy was kept accommodative
in an environment of subdued inflation and heightened global uncertainty. This helped sustain low
interest rates and supported credit expansion. Conscious efforts were made to build foreign reserves
through foreign exchange purchases, thereby strengthening buffers and enhancing external sector
resilience. Moreover, improved external sector performance allowed for the gradual easing of capital

flow management measures and the complete removal of vehicle import restrictions. In 2025, the



Central Bank pursued a comprehensive set of regulatory, supervisory, and financial system
development initiatives to align the financial system with evolving economic and technological
dynamics while ensuring system stability. Financial system resilience was further reinforced through
enhanced macroprudential measures and strengthened supervisory and regulatory frameworks. Efforts
to enhance crisis preparedness were advanced through the introduction of recovery planning
requirements and improvements to the resolution and deposit insurance framework. Financial system
modernisation efforts progressed further with the promotion of digital payments, enhanced
cybersecurity, and technology risk management. Progress continued in anti-money laundering,
countering the financing of terrorism, and countering proliferation financing initiatives, supported by

legislative reforms.

Stability-conducive policies and reforms implemented by the authorities have helped Sri Lanka build
buffers and maintain a stable macroeconomic footing. However, persistently elevated global
uncertainties, including geopolitical tensions, trade disruptions, and climate-related risks, pose
continued challenges to the economic outlook, which remains contingent on the duration and magnitude
of the ongoing war in the Middle East and its potential spillovers to global energy markets, trade flows,
and financial conditions. Inflation, which has remained low thus far, is expected to return to target
sooner than previously anticipated, reflecting the impact of the war in the Middle East. Monetary policy
under the Flexible Inflation Targeting framework will continue to be forward-looking and data-driven
supporting the anchoring of inflation expectations and maintaining price stability. Credit growth is
expected to continue, albeit at a more moderate pace, while external sector conditions are expected to
remain manageable amid potential pressures on trade, tourism, and financial flows stemming from the
war in the Middle East. Revenue-based fiscal consolidation measures, critical to safeguarding medium-

term debt sustainability, are expected to remain a key policy priority.

Overall, the progress made in restoring macroeconomic stability, together with continued policy
consistency and reforms, is expected to support sustainable and inclusive growth, going forward.
Nonetheless, in an environment of heightened global uncertainty and unabated consequences of climate
change, sustaining policy buffers, accelerating structural reforms and remaining steadfast in
implementation will be vital to strengthening resilience and safeguarding macroeconomic and financial

stability.



Snapshot of the Sri Lankan Economy - 2025

Sri Lankan economy continued to build on its recovery amid multiple shocks

Real GDP Growth

Growth momentum 2024 2025
weicned || Rs.30.1tn  Rs.32.8m || @  USD 5,003
5.0%—>3.0% || ysp99.6bn USD 108.8 bn .
Agriculture 1.4% | Industry 7.8% | Services 3.3% Growth: 8.8% in 2025 (in rupee terms) 202‘{

Nominal GDP

Per Capita GDP

Monetary Policy Stance

end 2024

end 2025

Market Interest Rates (%)
end 2024

end 2025

OPR: 8.00%~—7.75%

Avg. Weighted Prime Lending Rate (AWPR) (Monthly) 8.92 ——— 8.87

Avg. Weighted Lending Rate (AWLR)

\
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Monetary Policy remained accommodative

7.50% —» 7.25%
8.50% —>» 8.25%

Avg. Weighted New Lending Rate (AWNLR)
Avg. Weighted Deposit Rate (AWDR)

Avg. Weighted New Deposit Rate (AWNDR)
1 Year T-bill Yield

11.93 ——5 11.48
10.77 —— 10.69
7.53— 678
652 —3p 6.29
896 —— 8.45

External Sector Performance

Continued the positive momentum

Workers' Remittances* improved

USD 6.6 bn — USD 8.1 bn

in 2024 in 2025
Remittances rose sharply

* This may include other remittances, such as those received following Cyclone Ditwah.

Trade Deficit widened Gross Official Exchange Rate Central B?‘nk
Reserves (LKR per USD) Net FX Purchases

USD 6.1 bn — USD 7.9 bn

in 2024 2025 ‘ ;;1;15 USD 6.8 bn 2e(;deB 309'99 (based on value date)
Import Growth > Export Growth ‘ 2eonzd4 USD 6.1 bn 2e()n2d4 292.58 USD 2'0 bn
Tourist Arrivals remained robust -5.6% in 2025

. -36 e recia.ion in
A - Rgg o s sl USD 2.8 bn
+10.7% in 2024

Appreciation in 2024

Improved amid LKR depreciated Continued
external debt servicing against USD net FX purchases

Current Account Surplus improved

(USD 1.2 bn in2024 —> USD ].7 bn in 2025>

Private Sector Credit (by LCBs)

Fiscal Sector

Credit Growth (y-o-y)
2025

Credit Expansion
2025

é 25.2% Rs. 2,056 bn
VS ! .

2024

10.7%

2024

Rs. 790 bn

Headline Inflation (CCPI, y-o-y)

Government Revenue  Budget Deficit
(as a % of GDP) (as a % of GDP)
16.7 2.3
2025 2025
. .
13.6 6.8
2024 2024

Primary Surplus

95.5% of GDP

Outstanding Central Government Debt**

91.6% of GDP

Dec 2025 i

Headline Inflation: 2.1%
Core Inflation: 2.7%

Annual Average
Headline Inflation

1.2% -0.5%

2024 2025

=== Monthly inflation
© Quarterly inflation

Q1-2024 Q2-2024 Q3-2024 Q4-2024 Q1-2025 Q2-2025 Q3-2025 Q4-2025

end 2024

end 2025

** Please refer fo fooinotes of table 1.21 of AER 2025.

(as a % of GDP)

54

2025

2.2

Financial Sector

Gross Stage 3 Loan Ratio 2024
Banking Sector 12.3%
Finance Companies Sector 11.5%
Capital Adequacy Ratio (CAR)

Banking Sector 20.3%
Finance Companies Sector 21.3%

2025

9.7%
6.1%

17.9%
18.7%

Credit Ratings Improved

. Positive Economic Momentum Continued

. Stability Restored
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