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This is the 729 Annual Report of the
Monetary Board of the Central bank for
the Year 2021

Section 35 of the Monetary Law Act
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year, the Monetary Board shall submit to th
Minister in charge of the subject of Finance and st
publish an annual report on the condition of th
Central Bank and a review of the policies a
measures adopted by the Monetary Board durir
the financial year and amnalysis of the economic
and financial circumstances which prompted thos
policies and measur8s
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The Sri Lankan economy Is currently undergoing a
distressed situation, in a level never experlenced
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Critically low External debt Accelerated Overshot Extremely Low  Power crises, Social and
official reserves payment standstill Inflation Exchange rate fiscal space hindering activity political unrest

The Central Bank Annual Report 2021 mainly covers the performance in
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Policies




SNAPSHOT OF THE SRI LANKAN ECONQ
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EXTERNAL sector
faced unprecedented challenge8

REAL economy rebounded in
TPTZXZ8

%! 2,9

FISCAL performance

a Easy Macroeconomic Policy Package of

B nk vernment supported the pC
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MONETARY policy tightening

Current account
deficit widened
significantly8 8

GDP
growth %

2020 2021
3.6 US$ 12.5 bn
2020 2021
- EXPORTS 55206 bn
Labour Force Participation  yss IMPORTS
Unemployment 1.2bn Trade deficitincreased
US$
55% - 2020
Us$
2020 3.3 bn
51 %
380 .
yT £ ACET T ET AOAAOAA OECI EA ﬁaﬁg Exghange
250 rate
depreciated
29.8% 46.6% 22. O% Ly e ~ sharply8
Headline Food Non-Food § 5§38 %8 3§89 §
Inflation Inflation Inflation 8 £ 858 2% 8 8 8
§0 (CCPI, Ag22) (CCPI, Ag22) (CCPI, Ag22) 2021
20 Headline Inflation Gr_0§5
10 official
‘sezazagzasssaasaanyy reserves [N L d
82565258 kF:5832385% declined. uyusss57bn  US$3.1bn
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Key Fiscal Balances
(% of GDP)

Overall
Fiscal
Balance

Current

Account
Balance -6.0%
(2021)
-4.6%
(2020)

Outstanding
Central
Government
Debt
(as a % of GDP)

86.9%

Government revenue slippagesand
government expenditure overruns led to
worsen the budget deficit escalating
GovernmentdAAO OOI AES

Sovereign ratings

were downgraded..
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SRC SRR AWCMR Bank Rate

A Key policy rates:& 900 bps(aug21 onwards)

A SRRE 200 bps

A Ceilings on selected lending products
relaxed/ removed

Market interest rates which declined to historicall
low levels, have gradually adjusted upwards

Market interest rates

Contributionto Year-on-year growth
of Broad Money (M,;)

195
13.2
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Monthly AWPR AWDR
AWNDR AWFDR
AWLR

W NetForeign Assets

. Credit to Public Corporations
AWNLR Other tems (net)

e Domestic credit growth

— Credt to the Private Sector

Claims on Government (nef)
e Bro2d Money (M2b) growth
m— Private sector gredit growth
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WAY FORWARD: 2022 AND BEYOND

Seeking an economic adjustment
programme with the IMF

External Debt Restructuring
Seeking Bridging Finance

Ensure the exchange rate remains
flexible, without excessive volatility
Improving non-debt creating foreign
exchange inflows

A A macroeconomic
stabilisation package is
needed to put the growth
trajectory back on track

A Strengthening of well
targeted social safety net
schemes

Coordinated macroeconomic policies are needed to come out of the current crisis
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A Appropriate monetary policy measures
to restore price stability

A Gradual reduction of monetary financing

A Strengthening the Central Bank balancs
sheet

A Maintenance of financial system stabilit

A Fiscal Consolidation through
revenue enhancement measures
and expenditure rationalisation
and prioritisation

A Achieving public debt sustainability

A Structural reforms in SOBEs

Fiscal Sector
pue Alejsuol
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National Output,
Expenditure and
Income,

Economic and
Social
Infrastructure
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Prices and
Wages




The Sri Lankan economy expanded in 2021, recovering from the

depth of pandemic -s | i gk g~| ®2 g ®s ~ | S |

Agriculture Sector :
Growing of oleaginous fruits
Animal production

Sectoral Growth Rate (a)

Growing of rice

Growing of tea Growing of fruits
20 - mmm Agriculture mm [ndustry Growing of spices Growing of vegetables
. Forestry and logging
15 - Services = GDP
Industry Sector :
10 -

Manufacture of textiles and apparel
Manufacture of food and beverages
Manufacture of rubber and plastic products
Construction

Manufacture of coke and
refined petroleum
Sewerage and waste treatment

1.8

-5 - -1.5 .
Services Sector :
-10 - Fi . . - . . .
inancial services and auxiliary financial services
Q12021 Q2 2021 Q3 2021 Q4 2021 Wholesale and retail trade
(a) Based on the GDP estimates (base year 2010) Source Department of Census and Statistics Real estate activities

The Department of Census and Statistics is currently in the process of rebasing GDP and the revised data is to be bimsedvaila Human health activities

7.6

Agriculture, Forestry and Fishing 2.2 2.0 . ey

Industries 6.9 5.3 aCtIYItleS namely’

E—— o 0 sty Agrlc_ulture, I_n_d_ustry and
Taxes less subsidies on products 8.1 4.9 oo 28.4 Services activities expanded
GDP 3.6 3.7 64.0 during 2021

SourceDepartment of Census and Statistics
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Investment and consumption expenditure grew in 2021, while net
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A As per the expenditure approach of GDRt current market prices

Z Gross capital formation (27.7% of GDP), which registered a contraction of 4.2% in 2020, expanded
by 23.2% in 2021

Z Net external demand for goods and services contracted by 31.6%, reflecting the higher growth for
import of goods and services than exports

Z However, consumption expenditure (79.9% of GDP) recorded a significant increase of 9.9% in 2021

compared to the growth of 2.0% in 2020 _ _
A Domestic savings as a percentage of GDP increased (as a% of GDP) (@)

to 20.1% in 2021 from 18.7% in 2020 0. .

A National savings as a percentage of GDP increased el °

marginally to 23.8% in 2021 from 23.6% in 2020 10 2

Z The national savingsinvestment gap widened to iy 0
-39% Of GDP In 2021’ erﬂn6% Of GDP In 2020’ —Grosszlr?j(:stment o o Gross Dorznct)azs(:ic Savings o

due tO the COm pal'atlve|y |OW€F grOWth |n mmm Gross National Savings = Domestic Savings-Investment Gap (Right Axis

national savings than the growth in investment National Savings-Investment Gap (Right Axs)

Sources Department of Census and Statistics
(a) Based on the GDP estimates (base year 2010) Central Bank of Sri Lanka
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Performance of key SOBESs in the energy sector continued to remain

disconcerting...

Unfavourable Energy Price Developments

A The average crude oil price (Brent) increased by 63.3% to USD 70.80 per

Global Energy Price Movements ﬁf:‘:,z Local Energy

barrel in 2021 compared to USD 43.35 per barrel in the previous ydére 2020 4’ ) T 201 e 3033,
highest Brent crude oil price since 2008 was recorded in March 2022 A WACIE B -
A The continuous escalation of global crude oil prices warranted the il "Vaanad 259 Petrol92 85% . 121%
Government to increase the domestic retail prices of key petroleum 80.5 SR son .
products in 2021 after a hiatus of over one and half years e Y
A During the year, sales volumes of petroleum products in the domestic 22 m/'ﬁ 09 B -

market contracted by 7.7% Crude Ol Gas 79%  181%
2020 2021 2022

Increased Reliance on Hydro Power

v, Hecichy Ganeration Share _ A E(I)ezcltricity demand continued to expandin line with the recovery in economic activity in

Total electricity generation increased by 6.4% to 16,716 GWh in 2021

Thereliance on low-cost hydropower generation increasedduring the year, while the share
T of expensive fuel oitbased generation remained low

T

Fuel Oil

T

16% .\ A High share ofhydropower generation has helped buoy the CEB's financial performance
20201 2020 l during 2021, however, this wassufficient to offset losses incurred during the year as well
o Gh as those from the past

8 Qo) ®» RAond

e P9 2] Qovrions s e
CENTRAL BANK OF SRI LANKA




The overall performance of the port activities rebounded sharply In

2021 with operations exceeding pre 8§72 i k{sg zk kz«O

Major infrastructure development initiatives of the
Colombo Port continued steadily during the year

A The construction of the second phase of the ECT commenced in
January 2022

A Build-Operate-Transfer agreement for the WCT spanning 35
years was signed

2019 2020 2021 A The capacity of the Port of Colombo is expected to enhance by
— : 6 mn TEWpon the expectedcompletion of the ECT and WCT by
Cargo handling Container handling Transshipment 2025 and 2026
Mn mt Mn TEUs Mn TEUs
Container Handling, T'&a:::\s;zrslpment Volume and Ship Performance of Port Activities The Colombo Port continued to
e be ranked high on international
oy o000 “ rankings
g o0 [ e s
5 oo | oo B # WM/ |, F A Container Port Performance
2,000 | | 4200 - : Index z 17 position
o s e == A Port Liner Shipping Connectivity
2016 2017 2018 2019 2020 $E5E52283 gﬁﬁggg_ﬁé;’ﬁ“zg ong
Container I Transshipments Ship Arrivals _E|_u_ ECorﬂ:_me : fufa hi : - 5 - Index Z 1?1 pOS|t|0n
Handling (Right Axis) Handling pments ﬁ?ﬁ?r‘?s?d ng

Source: 5ri Lanka Ports Authority Source: Sri Lanka Poris Authority
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The health sector has been at the helm of containing the spread of COVID -19, while
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Sri Lankan status of COVHD9 vaccination drive (as 0f 20.05.2022)
1 Dos€out of over 12) 2 DoseSout of over 12) Booster (out of fully vaccinated)
97% 82% 55%

A The Government cautiously adoptedippropriate and timely mobility
restrictions to curb the spread of the virus, whilefacilitating the continuity of
economic activity in order to ensure overall socioeconomic wellbeing

A Despite the several outbreaks of COVHD9 variants during 2021, thglobally
acclaimed vaccination drivehad enabled Sri Lanka to minimise the caseload

Intermittent closures of schools warranted Statyour Joumey of Wisdom
the adoption of various novel methods to
conduct education activities to overcome
the challenges of the COVIER9 pandemic
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