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KEY ECONOMIC INDICATORS

   2019    2020    2021 2022 2023 2024 2025(a)

DEMOGRAPHY
Mid-year population (‘000 persons) (b)(c) 21,811 21,927 22,156 22,181 22,037 21,916 21,756
Growth of mid- year population (%) (b) 0.7 0.5 1.0 0.1 -0.6 -0.5 -0.7
Population density (persons per sq.km.) (b) 348 350 353 354 351 352 349
Labour force (‘000 persons) (d) 8,592 8,467 8,553 8,547 8,408 8,316 8,554 (e)
Labour force participation rate (%) (d) 52.3 50.6 49.9 49.8 48.6 47.4 49.4 (e)
Unemployment rate (% of labour force) (d) 4.8 5.5 5.1 4.7 4.7 4.4 3.9 (e)

OUTPUT (f)
GDP at current market price (Rs. bn) 15,911 15,646 17,612 24,063 27,539 (g) 30,096 (a)(g) 32,751
GNI at current market price (Rs. bn) 15,470 15,223 17,217 23,446 26,705 (g) 29,311 (a)(g) 32,142
GDP at current market price (USD bn) (h) 89.0 84.4 88.6 76.8 84.1 (g) 99.6 (a)(g) 108.8
GNI at current market price (USD bn) (h) 86.5 82.1 86.6 75.0 81.6 (g) 97.0 (a)(g) 106.8
Per capita GDP at current market price (Rs.)(i) 729,493 713,561 794,926 1,084,855 1,249,675 (g) 1,373,235 (a)(g) 1,505,371
Per capita GNI at current market price (Rs.)(i) 709,256 694,267 777,073 1,057,035 1,211,847 (g) 1,337,426 (a)(g) 1,477,395
Per capita GDP at current market price (USD) (h)(i) 4,080 3,850 3,999 3,464 3,818 (g) 4,546 (a)(g) 5,003
Per capita GNI at current market price (USD) (h)(i)(j) 3,967 3,746 3,910 3,379 3,702 (g) 4,428 (a)(g) 4,910

REAL OUTPUT (% change) (f)
GDP -0.2 -4.6 4.2 -7.3 -2.0 (g) 5.0 (a)(g) 5.0
Major economic activities of GDP

Agriculture 0.5 -0.9 1.0 -4.1 0.1 (g) 0.6 (a)(g) 1.4
Industry -4.1 -5.3 5.7 -16.0 -9.2 (g) 11.1 (a)(g) 7.8
Services 2.9 -1.9 3.4 -2.6 0.5 (g) 2.4 (a)(g) 3.3

GNI -0.5 -4.5 4.7 -7.6 -2.5 (g) 5.4 (a)(g) 5.7

AGGREGATE DEMAND AND SAVINGS (% of GDP) (f)
Consumption 71.7 73.3 70.7 76.3 77.9 (g) 76.3 (a)(g) 74.2

Private 62.7 62.9 61.2 69.1 71.1 (g) 69.3 (a)(g) 67.5
Government 9.0 10.4 9.5 7.2 6.7 (g) 7.0 (a)(g) 6.7

Investment 34.1 32.9 36.7 27.3 24.3 (g) 26.3 (a)(g) 29.6
Net exports of goods and services -5.8 -6.2 -7.4 -3.6 -2.1 (g) -2.6 (a)(g) -3.9

Exports of goods and services 21.8 15.5 16.9 21.6 20.6 (g) 19.8 (a)(g) 19.0
Imports of goods and services 27.6 21.6 24.3 25.1 22.7 (g) 22.4 (a)(g) 22.8

Domestic savings 28.3 26.7 29.3 23.7 22.1 (g) 23.7 (a)(g) 25.8
Net primary and secondary income from rest of the world 3.7 4.7 3.6 2.3 3.9 (g) 3.8 (a)(g) 5.5
National savings 32.0 31.3 33.0 26.0 26.0 (g) 27.6 (a)(g) 31.2

PRICES AND WAGES (% change)
Colombo Consumer Price Index (2021 = 100) - annual average - - - - 17.4 1.2 -0.5
Colombo Consumer Price Index (2021 = 100) - y-o-y (end period) - - - - 4.0 -1.7 2.1
Colombo Consumer Price Index (2013 = 100) - annual average (k) 4.3 4.6 6.0 46.4 - - -
Colombo Consumer Price Index (2013 = 100) - y-o-y (end period) (k) 4.8 4.2 12.1 57.2 - - -
National Consumer Price Index (2021 = 100) - annual average - - - - 16.5 1.6 0.2
National Consumer Price Index (2021 = 100) - y-o-y (end period) - - - - 4.2 -2.0 2.9
National Consumer Price Index (2013 = 100) - annual average (l) 3.5 6.2 7.0 50.4 - - -
National Consumer Price Index (2013 = 100) - y-o-y (end period) (l) 6.2 4.6 14.0 59.2 - - -
Producer Price Index (2018 Q4 = 100) - annual average - 5.8 10.9 74.0 11.5 ... -0.9
GDP deflator (f)                                                                          3.9 3.1 8.0 47.5 16.8 (g) 4.1 (a)(g) 3.7
GNI deflator (f)                                                                      3.9 3.0 8.1 47.4 16.8 (g) 4.2 (a)(g) 3.8
Nominal Wage Rate Indices

Formal Private Sector Employees (1978 Dec = 100) - annual average (m) 2.9 0.2 74.4 9.8 0.4 0.1 29.8
Public Sector Employees (2016 = 100) - annual average 4.7 9.2 - 16.1 - 18.5 14.9
Informal Private Sector Employees (2018 = 100) - annual average - 6.4 9.2 24.5 11.4 6.0 5.3

EXTERNAL TRADE
Trade balance (USD mn) -7,997 -6,008 -8,139 -5,185 -4,900 -6,069 -7,899

Exports 11,940 10,047 12,499 13,106 11,911 12,772 13,581
Imports 19,937 16,055 20,637 18,291 16,811 18,841 21,480

Terms of trade (% change) -1.6 2.5 -8.6 -11.6 -0.6 1.3 -0.8
Export unit value index (2010 = 100) (% change) -6.3 -6.8 5.4 0.9 -11.3 -3.7 -0.4
Import unit value index (2010 = 100 (% change) -4.8 -9.1 15.2 14.1 -10.8 -4.9 0.4
Export volume index (2010 = 100) (% change) 7.2 -9.7 18.0 3.9 2.4 11.3 6.8
Import volume index (2010 = 100) (% change) -5.8 -11.4 11.5 -22.4 3.0 17.9 13.6

EXTERNAL FINANCE (USD mn)
Services and primary income account (net) 388 -1,386 -373 240 505 837 (g) 1,671
Current private transfers (net) 5,757 6,194 5,221 3,493 5,815 6,429 7,946
Current official transfers (net) 9 13 6 3 20 10 1
Current account balance -1,843 -1,187 -3,284 -1,448 1,439 1,207 (g) 1,719
Overall balance 377 -2,328 -3,967 -2,806 2,826 2,890 1,798

(a) 	 Provisional
(b) 	Based on provisional data from the Registrar General’s Department as at 31 March 2026.
(c)  	 Mid-year population estimates from 2019 to 2024 are based on the 2012 Census of Population and 

Housing, while the 2025 estimate is based on the preliminary data from 2024 Census of Population and 
Housing. 

(d) 	 Household population aged 15 and above is considered for the calculation of labour force.
(e)	 Based on the average of four quarters. 
(f) 	 GDP estimates (base year 2015) released in March 2026 by the Department of Census and 

Statistics have been used.
(g) 	 Revised
(h) 	 Based on quarterly GDP/GNI in USD terms calculated using quarterly average exchange rate 

from 2015 onwards.

(i) 	 Estimates are updated with the latest population figures from the Registrar General’s 
Department as at 31 March 2026.

(j) 	 These values may differ from DCS published values due to differences in the use of 
quarterly average exchange rates in comparison to annual average exchange rate for 
derivation of GNI in USD terms.

(k) 	 Compilation of this index was discontinued since February 2023.
(l) 	 Compilation of this index was discontinued since January 2023.
(m)		 Nominal wages of formal private sector employees, whose wages are governed by the 

wage boards are measured by the minimum wage rate index (1978 December = 100) 
compiled by the Department of Labour.



KEY ECONOMIC INDICATORS (Contd.)

2019 2020 2021 2022 2023 2024 2025(a)
Current account balance (% of GDP) (f)(n) -2.1 -1.4 -3.7 -1.9 1.7 1.2 1.6
Total foreign assets (months of the same year imports) (o) 6.3 6.4 3.6 3.9 6.7 7.2 6.9
Gross official reserves (months of the same year imports) 4.6 4.2 1.8 1.2 3.1 3.9 3.8
Overall debt service ratio (p)

As a percentage of export of goods and services 29.7 35.2 30.7 15.4 15.9 21.6(g) 24.9
As a percentage of current receipts 21.8 22.6 22.3 12.3 11.6 15.8(g) 17.6

Total external debt: based on market value (% of GDP) (f)(n) 61.6 58.1 58.4 64.6 64.5(g) 55.4(g) 50.4
EXCHANGE RATES

Year end
Rs/USD 181.63 186.41 200.43 363.11 323.92 292.58 309.99
Rs/SDR (q) 251.17 268.48 280.53 483.24 434.60 381.57 424.54

Annual average
Rs/USD 178.78 185.52 198.88 324.55 327.53 302.12 300.95
Rs/SDR (q) 246.97 258.61 283.18 431.91 436.88 401.07 406.55
NEER (2017 = 100) (24 - currency basket) (r) 88.17 85.93 78.64 53.99 53.30 58.56 58.57
REER (2017 = 100) (24 - currency basket) (r)(s) 90.42 91.52 83.58 77.49 71.73 74.77 72.87

GOVERNMENT FINANCE (% of GDP) (f)(t)
Revenue and grants 11.9 8.8 8.3 8.4 11.2 13.6(g) 16.7

Revenue 11.9 8.7 8.3 8.2 11.1 13.4(g) 16.6
  o/w Tax revenue 10.9 7.8 7.4 7.3 9.9 12.3(g) 15.4

Grants ... ... ... 0.1 0.1 0.2 0.1
Expenditure and net lending 21.0 19.4 20.0 18.6 19.5 20.4(g) 19.0

Recurrent expenditure 15.2 16.3 15.6 14.6 17.1 17.7(g) 16.0
Capital expenditure and net lending 5.7 3.1 4.4 4.0 2.4 2.6 3.0

Current account balance -3.4 -7.5 -7.3 -6.4 -6.0 -4.3(g) 0.7
Primary balance -3.4 -4.4 -5.7 -3.7 0.6 2.2 5.4
Overall fiscal balance -9.0 -10.7 -11.7 -10.2 -8.3 -6.8 -2.3
Deficit financing 9.0 10.7 11.7 10.2 8.3 6.8 2.3

Foreign 3.4 -0.5 -0.1 1.8 1.8 1.1 0.4
Domestic 5.6 11.2 11.8 8.5 6.5 5.7 1.8

Central government debt (u)(v) 81.9 96.6 100.0 114.2 104.2 (g) 95.5 (g) 91.6
Foreign 39.0 38.7 37.0 51.8 42.3 (g) 34.7 (g) 34.6
Domestic (w) 42.9 57.9 63.0 62.5 61.9 (g) 60.8 (g) 57.0

MONETARY AGGREGATES (y-o-y % change)
Reserve money -3.0 3.4 35.4 3.3 -1.5 15.8 16.7
Narrow money (M1) 4.2 36.0 24.0 -0.4 14.1 16.1 18.8
Broad money (M2b) 7.0 23.4 13.2 15.4 7.3 8.6 11.5

Net foreign assets of the banking system 250.3 -308.0 -368.8 -79.9 74.2 225.6 86.2
Net domestic assets of the banking system 4.6 27.8 20.9 20.9 -2.9 0.8 8.4

Domestic credit from the banking system to
Government (net) 11.1 62.7 28.2 28.1 10.9 -0.2 0.2
Public corporations/SOBEs 8.3 22.5 18.6 47.3 -56.0 -14.7 -20.9
Private sector 4.2 6.5 13.1 6.2 -0.6 10.7 25.2

Money multiplier for M2b  (end year) 8.18 9.75 8.15 9.11 9.93 9.30 8.89
Velocity of M2b  (average for the year)(f) 2.16 1.84 1.73 2.04 2.18(g) 2.20(g) 2.16

INTEREST RATES (% per annum at year end)
Overnight Policy Rate (OPR) (x) - - - - - 8.00 7.75
Standing Deposit Facility Rate (SDFR) (x) 7.00 4.50 5.00 14.50 9.00 7.50 7.25
Standing Lending Facility Rate (SLFR) (x) 8.00 5.50 6.00 15.50 10.00 8.50 8.25
Bank Rate (y) 15.00 8.50 9.00 30.22 14.50 10.00 9.00
Legal Rate of Interest / Market Rate of Interest (z) 11.50 11.64 10.12 7.48 16.97 15.15 12.12
Money market rates

Average weighted call money rate (AWCMR) 7.45 4.55 5.95 15.50 9.24 8.00 8.04
Treasury bill yields

91-day 7.51 4.69 8.16 32.64 14.51 8.62 7.74
364-day 8.45 5.05 8.24 29.27 12.93 8.96 8.45

Deposit rates
Commercial banks’ average weighted deposit rate (AWDR) 8.20 5.80 4.94 14.06 11.64 7.53 6.78
Commercial banks’ average weighted fixed deposit rate (AWFDR) 10.05 7.14 5.94 18.49 14.88 9.27 8.41
Commercial banks’ average weighted new deposit rate (AWNDR) 8.89 4.93 6.45 23.07 11.06 6.52 6.29
Commercial banks’ average weighted new fixed deposit rate (AWNFDR) 9.17 5.08 6.67 23.73 11.33 6.57 7.02
NSB savings rate 4.00 3.50 3.50 3.00 3.00 3.00 3.00
NSB 12-month fixed deposit rate 9.83 5.25 5.50 12.00 8.00 7.00 6.75

Lending rates
Commercial banks’ average weighted prime lending rate (AWPR)-Weekly 9.74 5.81 8.61 27.24 12.13 8.90 9.07
Commercial banks’ average weighted lending rate (AWLR) 13.59 10.29 9.87 18.70 14.21 11.93 11.48
Commercial banks’ average weighted new lending rate (AWNLR) 12.80 8.38 9.48 26.20 14.38 10.77 10.69
Licensed banks’ average weighted SME rate (AWSR) (aa) - 10.95 10.49 20.73 15.33 12.48 11.53
Licensed banks’ average weighted new SME rate (AWNSR) (aa) - 8.53 10.04 26.91 14.96 11.59 11.12

CAPITAL MARKET
All share price index (ASPI) (1985 = 100) 6,129.2 6,774.2 12,226.0 8,489.7 10,654.2 15,944.6 22,624.3
S&P SL20 index (2004 Dec = 1,000) 2,937.0 2,638.1 4,233.3 2,635.6 3,068.4 4,862.1 6,157.4
Value of shares traded (Rs. mn) 171,408 396,882 1,173,157 686,602 410,629 537,635 1,866,782
Net purchases by non nationals (Rs. mn) -11,735 -51,356 -52,648 30,625 4,363 -10,479 -38,628
Market capitalisation (Rs. bn) 2,851.3 2,960.7 5,489.2 3,847.2 4,248.9 5,695.6 8,068.6

(n) Based on GDP estimates in US dollars.
(o) 	Excludes foreign assets in the form of direct investments abroad and trade credit and advances received.
(p) 	Overall debt service ratios were reclassified to capture debt servicing in accordance with the External Debt Statistics Manual 

(2003) of the International Monetary Fund (IMF).
(q) 	Special Drawing Rights (SDR), the unit of account of the IMF
(r) 	Exchange rates have been defined in terms of indices so that the appreciation/depreciation of the rupee relative to other 

currencies is reflected by a rise/fall in the values of the effective exchange rate indices.
(s) 	CCPI is used for the computation of the Real Effective Exchange Rate (REER). The REER is computed by adjusting the Nominal 

Effective Exchange Rate (NEER) for inflation differentials with the countries whose currencies are included in the basket.
(t) 	According to the Ministry of Finance, some fiscal sector statistics of 2019 have been restated as announced in the Budget 

Speech for 2020. 
(u) As per the guidelines of compiling government debt statistics based on the Public Sector Debt Statistics Framework published by 

the IMF, non resident holdings of outstanding SLDBs have been classified under foreign debt and resident holdings of outstand-
ing ISBs of the Sri Lankan Government have been classified under domestic debt. Further, debt statistics are presented on net 
basis (net of deposits). With the establishment of the Public Debt Management Office (PDMO) under the Ministry of Finance 
(MOF), the responsibility for recording and publishing Sri Lanka’s public debt now falls under the PDMO, as mandated by the 
provisions of the Public Debt Management Act, No. 33 of 2024. Accordingly, the Quarterly Statistical Debt Bulletin, published 
by the PDMO, serves as the official source for debt statistics. The Central Bank compiles and presents these debt data statistics 
based on data received from the MOF, to ensure the data continuity.

(v) 	The outstanding central government debt excludes several debt service payments that became overdue after 12 April 2022, 
the date of which the Interim Policy regarding the servicing of Sri Lanka’s external public debt was announced by the Ministry 
of Finance, Planning and Economic Development. These debt service payments comprise of overdue interest payments of 
affected debt which deemed to be capitalised as per the Interim Policy.

(w) Liabilities of the central government to commercial banks reported in the Monetary Survey of the Central Bank was used to 
compile domestic debt until 2022. From 2023 onwards, domestic debt compilation method was changed and is based on the 
data confirmed by the Ministry of Finance, Planning and Economic Development.

(x) 	With effect from 27 November 2024, the OPR is defined as the policy interest rate of the Central Bank. SDFR and SLFR are 
linked to the OPR with a pre-determined margin as decided by the Central Bank.

(y)	 The rate at which the Central Bank grants advances to banking institutions as the lender of last resort.
(z)	 The Legal Rate is defined under the Civil Procedure Code (Amendment) Act No. 6 of 1990 and is applicable to any legal 

action for the recovery of a sum of money. The Market Rate is defined under the Debt Recovery (Special Provisions) Act No. 2 
of 1990 and is applicable only in relation to legal actions instituted by lending institutions for the recovery of debt exceeding 
Rs.150,000 arising out of commercial transactions, where there is no agreed rate of interest. The Governing Board of the 
Central Bank determines the Legal Rate and Market Rate for each year and publishes in the Government Gazette in the month 
of December to be applicable for the forthcoming year. The Legal Rate and the Market Rate for the year 2026 is 11.39% per 
annum.

(aa) AWSR reflects interest rates on all outstanding rupee loans extended by licensed banks to the MSME sector, while AWNSR 
captures rates on new rupee loans granted during a given month by licensed banks to the MSME sector. Both exclude govern-
ment’s refinance schemes and non-performing loans of the banks. AWSR and AWNSR are computed based on the SME survey 
of the Central Bank of Sri Lanka. This survey uses the criterion of annual turnover of not exceeding Rs. 1 bn to define MSMEs, 
in line with the standard definition. The compilation of these rates commenced in July 2020.



KEY SOCIAL INDICATORS

PHYSICAL FEATURES AND CLIMATE

Income Distribution (b)	 	
	 Gini coefficient  of household income (2019)	 :	 0.46
	 Mean household income (2019)       		  : 	 Rs. 76,414 per month
	 Median household income (2019)    		  : 	 Rs. 53,333 per month
Poverty (b)	
	 Average daily kilo calorie intake (2019)	 :  	2,120
	 Poverty Head Count Index (c)	 : 	 14.3   (2019)		
				    : 	 16.0   (2016)
				    : 	 22.5   (2012/13)

Human Development Index (2023) 	 : 	 0.776

	 Rank among 193 countries 	 : 	 89

Sri Lanka Prosperity Index (2021) 			   : 	 0.796
		 Economy and Business Climate Sub-Index	 :	 0.825 
	 	Well-being of the People Sub-Index			   :	 0.786 
		 Socio Economic Infrastructure Sub-Index		  :	 0.777 
Expectation of Life at Birth (2017) 			   :	 75.5 years
Literacy Rate (2024) (d)
	 Average							       :	 93.3%
	 Male 							       :	 94.0%
	 Female							       :	 92.6%

Location		
	 Between 5° 55’ & 9° 50’ North Latitude		
	 Between 79° 41’ & 81° 53’ East Longitude
Distance		
	 433 km (269 miles) North to South (Maximum Length)		
	 241 km (150 miles) West to East (Maximum Width)
Elevation		
	 2,525 metres (8,284 ft.) Highest

Area
	 Total area	 :	 67,240 sq.km.	 Land area	 :	 62,302 sq.km.
	 Internal waters	 :	 3,186   sq.km.	 Lagoon area	:	 1,406.5 sq.km.
	 Bay area	 :	 345.5 sq.km.
Climate
	 Low country	 :	 min. 24.8° C - max. 32.1° C
	 Hill country	 :	 min. 18.9° C - max. 27.3° C
	 Annual rainfall (average) mm 	 : 	 2025 : 2,325

		  	 2024 : 2,371

Transport
    	Length of national roads (A & B)	 km	 12,263
	 Length of expressways	 km	 312.6
	 Length of operating railway track (2023)	 km 	 1,610.9

Electricity
	 Electrification level (2016)	 %	 99.3	
	 Per capita electricity consumption	 kWh	 738.6

Communication		
	 Telephone penetration		
		  Fixed lines 	 per 100 persons 	 12.1	
		  Including cellular phones 	 per 100 persons 	 147.6	
	 Internet penetration (f)	 per 100 persons 	 109.6	
	 Average population served		
		  by a post office	 number	 5,352

Financial Infrastructure
	 Banks			 
		  Branches of LCBs (g)	 number	 2,931	
		  Branches of LSBs (g)	 number	 711	
		  Credit cards in use	 per 100,000 persons	 9,954	
		  Banking density	 branches per 100,000 	 17 
			     persons		
	 Other financial institutions
		  Branches of FCs	 number	 1,998
		  Branches of SLCs (h)	 number	 05
		  Branches of LMFCs	 number	 156
	 ATMs, CRMs and CDMs	 per 100,000 persons	 34

Population Statistics (a)	
	 Mid-year population (‘000) (2025) 	 :	 21,756
	 Age distribution (‘000) (2025)
	  	 0 - 14 years			  :	 4,502
		  15 - 64 years		  : 	14,520			 
		  65 years and over		  :  2,734
	 Population density (2025) 	       	 :	 349 persons per sq.km.
	 Crude birth rate (2025)	       	 :	 9.9   per 1,000 persons
	 Crude death rate (2025)	       	 :	 7.9  per 1,000 persons
	 Rate of natural increase (2025)	       	 :	 1.9 per 1,000 persons
	 Infant mortality rate (2021)	       	 :	 6.0 per 1,000 live births (revised)
	 Dependency ratio (2025) 	      	 :	 49.8%		
	 Average household size (2019) (b)	 :	 3.7 persons
Employment (2025) 

Employed persons (’000) (d)	 :  8,219
	 Agriculture			   : 	23.9%
	 Industry			   :  26.2%
	 Services       			   : 	49.9%

	 Public sector employees (‘000) (2024) (e)	 :	 1,336
	 Government sector	 : 	84.9%
     	 State Owned Enterprises	 :	 15.1%

Water Supply and Sanitation		
	 Access to safe drinking water 	 %	 93.9
	 Access to pipe borne water	 %	 62.3

General Education
	 Area covered by a school (i)	 sq. km. 	 6.7	
	 Student/teacher ratio (i)	 number 	 15.5	
	 Age specific enrolment ratio (grade 1-9) 	 % 	 95.0	
	 Primary net enrolment ratio	 % 	 95.5

University Education (j)
	 Student/teacher ratio 	 number 	 26.3
	 Age specific enrolment ratio	  
	    (age 18-22 yrs) (k) 	 %	 10.9
	 Progression to university from GCE (A/L)
	 Eligible for university admission	 %	 62.4
	  Admission as a percentage of eligible 	 %	 24.3	
	 Government expenditure on  
	   education (l)(2023)	 % of GDP     	 1.6

Public Health (2024)	 	
	 Hospital beds	 per 1,000 persons 	 4.2	
	 Persons per doctor	 number	 905	
	 Nurses	 per 10,000 persons 	 22.8	
	 Government expenditure on health (2023)	 % of GDP 	 1.5

Unit  	    2025 Unit  	    2025
PHYSICAL, SOCIAL AND FINANCIAL INFRASTRUCTURE FACILITIES

POPULATION AND VITAL STATISTICS

Sources: Relevant institutions and United Nations Development Programme Statistics Note : Data for 2025 are provisional

(a)	 Registrar General’s Department
(b)	 Based on Household Income and Expenditure Survey (HIES) (2019), Department of Census and Statistics (DCS) 
(c)	 In the 2019 survey round of HIES of the DCS, the Official Poverty Line (OPL), which was previously based on the 

2002 HIES data, has been revised using the 2012/13 HIES data. With the revision in the OPL, Poverty Head 
Count Index data has also been revised.

(d)	 Based on the average of four quarters of the Quarterly Labour Force Survey-2025 conducted by DCS
(e)	 Provisional. Based on data of Department of Management Services, MoF
(f)	 Including mobile internet services

(g) 	All banking outlets excluding student savings units
(h) 	 Including other outlets
(i) 	 Government schools only 
(j)  	Details of the universities under University Grants Commission's purview
(k)  	Only includes internal enrolment of students
(l)  	Government expenditure on general and higher education





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 
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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. Meanwhile, the Central Bank facilitated the 
smooth transfer of public debt management functions to the Public Debt Management Office 
by end 2025.

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. 

Significant progress under the IMF-EFF programme and debt restructuring, together with 
political stability, has reinforced Sri Lanka’s position as an economy with renewed potential. 
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.
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Sri Lankan economy continued to build on its recovery amid multiple shocks

Nominal GDPReal GDP Growth Per Capita GDP
Growth momentum

sustained

end 2024 end 2025 end 2024 end 2025

2025

2024 (y-o-y) 2025 (y-o-y)

2024 2025

5.0% 5.0%
USD 5,003

2024
USD 4,546

OPR: 8.00% 7.75%
SDFR 7.50% 7.25%
SLFR 8.50% 8.25%

Monetary Policy Stance Market Interest Rates (%)

Avg. Weighted Prime Lending Rate (AWPR) (Monthly)

Avg. Weighted Lending Rate (AWLR)

Avg. Weighted New Lending Rate (AWNLR)

Avg. Weighted Deposit Rate (AWDR)

Avg. Weighted New Deposit Rate (AWNDR)

1 Year T-bill Yield

Forex

Rs. 30.1 tn Rs. 32.8 tn
USD 99.6 bn USD 108.8 bn
Growth: 8.8% in 2025 (in rupee terms)

Monetary Policy remained accommodative

Stability Restored Positive Economic Momentum ContinuedCredit Ratings Improved

Snapshot of the Sri Lankan Economy - 2025

in 2024

External Sector Performance

USD 6.6 bn   USD 8.1 bn
Improved amid

external debt servicing
LKR depreciated

against USD
Continued 

net FX purchases

- 5.6% 

+10.7% 

Exchange Rate
(LKR per USD)

Central Bank
Net FX Purchases

USD 2.0 bn

Gross Official
Reserves

Remittances rose sharply

Workers' Remittances* improved

in 2025

USD 6.8 bnend
2025

USD 6.1 bnend
2024 292.58end

2024

309.99end
2025

(based on value date)

in 2025

USD 2.8 bn
in 2024

Current Account Surplus improved
in 2024 in 2025USD 1.2 bn USD 1.7 bn

USD 6.1 bn  USD 7.9 bn
Import Growth > Export Growth

Trade Deficit widened

in 2024 in 2025

Tourist Arrivals remained robust
2.05 mn       2.36 mn

Continued the positive momentum
in 2024 in 2025

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

Financial Sector

Banking Sector

Gross Stage 3 Loan Ratio

Capital Adequacy Ratio (CAR)

Private Sector Credit (by LCBs)

Rs. 2,056 bn

Credit Growth (y-o-y) Credit Expansion

2024

2025

2024

Rs. 790 bn

2024 2025

12.3% 9.7%
Finance Companies Sector 11.5% 6.1%

Banking Sector 20.3% 17.9%
Finance Companies Sector 21.3% 18.7%

10.7%

25.2%
2025

Fiscal Sector
Government Revenue

(as a % of GDP)
Budget Deficit

(as a % of GDP)
Primary Surplus

(as a % of GDP)

Headline Inflation (CCPI, y-o-y)

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

4.4

1.4

0.8

-1.5

-3.6

-1.1

0.8

2.1

Agriculture 1.4% | Industry 7.8% | Services 3.3%

Rs.

2024
13.6

2025
16.7

2024
6.8

2025
2.3

2024
2.2

2025
5.4

Monthly inflation
Quarterly inflation

Annual Average 
Headline Inflation

20252024
-0.5%1.2%

Headline Inflation: 2.1%
Core Inflation: 2.7%

Dec 2025

Outstanding Central Government Debt**
91.6% of GDP95.5% of GDP

end 2024 end 2025
** Please refer to footnotes of table 1.21 of AER 2025.

Depreciation in 2025

Appreciation in 2024

Rs.





Summary

The Sri Lankan economy continued to record robust growth in 2025, demonstrating 
increased resilience to both domestic and global shocks. The year was characterised by 
elevated global uncertainties, particularly related to trade policies, as well as the impact 
of an extreme weather event towards the end of the year. Despite these challenges, the 
economy grew by 5% in real terms in 2025, marking the second consecutive year of 
expansion, supported by post-crisis macroeconomic stabilisation measures and ongoing 
economic reforms. A drop in the unemployment rate was also observed during the year. 
Inflation, which had been negative for eleven consecutive months, turned positive in 
August 2025 and accelerated gradually thereafter, supported by the easing of deflationary 
pressures in the energy and transport sectors, alongside rising food inflation. Core inflation 
stayed at lower positive levels in 2025, indicating that demand conditions are still subdued. 
Supported by benign inflation and anchored inflation expectations, the Central Bank 
further eased its accommodative monetary policy stance, leading to continued downward 
adjustments in interest rates and facilitating greater consumption and investment. As a 
result, lending to the private sector saw a record high and broad-based expansion during 
the year. This growth was further driven by increased demand for vehicle imports after 
the complete removal of import restrictions in early 2025. External sector performance 
improved further in 2025, as reflected by the current account, which recorded a surplus for 
the third consecutive year. Despite the widened trade deficit, the current account recorded 
a higher surplus in 2025 than in the previous two years, supported by a stronger services 
account surplus, a substantial improvement in workers’ remittances, and a narrowing of 
the primary income account deficit. Improved foreign exchange inflows enhanced liquidity 
in the domestic foreign exchange market, thus enabling the Central Bank to purchase 
foreign exchange and build external reserves to around USD 6.8 bn by end 2025, despite 
the highest external debt service payments since 2020. The Sri Lanka rupee experienced 
some depreciation during the year after two years of appreciation, mainly due to higher 
merchandise imports, especially in the second half of the year. Such exchange rate 
movements were consistent with the evolving external conditions under a flexible regime. 
Fiscal performance improved further during 2025, with the primary balance recording 
a notable surplus for the third consecutive year. This was largely supported by the 
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Government’s continued commitment to revenue-based fiscal consolidation, supported 
by prudent fiscal reforms, including those within the state-owned enterprises sector, 
and careful expenditure rationalisation under the ongoing macroeconomic stabilisation 
framework. At the same time, the Government sought to ensure that the benefits of robust 
economic growth were equitably shared by maintaining and strengthening social safety 
nets to expand targeted assistance for vulnerable citizens, while facilitating the provision 
of essential economic and social infrastructure to support sustainable growth. Meanwhile, 
recent economic shocks and heightened uncertainties have reaffirmed the importance of 
building buffers to enhance the resilience and stability of the economy amid increased 
volatility.

year. Overall, inflation developments during 
2025 were influenced largely by supply-side 
factors, amid a slow recovery of aggregate 
demand. Accordingly, year-on-year (y-o-y) 
headline inflation, measured by the Colombo 
Consumer Price Index (CCPI, 2021=100),2  
accelerated to 2.1% by the end of 2025 from 
-1.7% recorded at the end of 2024, while the 
annual average CCPI-based headline inflation 
in 2025 decelerated to -0.5% from 1.2% 
recorded in 2024. The National Consumer 
Price Index (NCPI, 2021=100)3-based y-o-y 
headline inflation, also reflected a similar 
trend, accelerating to 2.9% by the end of 
2025 from -2.0% recorded by the end of 2024, 
while the annual average NCPI-based headline 
inflation in 2025 decelerated to 0.2% from 1.6% 
in 2024. Meanwhile, the CCPI-based headline 
inflation accelerated to 2.3% in January 2026, 
contributed by the increase in prices of both 
food and non-food categories. However, it 
fell to 1.6% in February 2026 owing to a 
significant decline in prices of volatile food, 
especially those of vegetables. Nevertheless, 
the CCPI-based headline inflation accelerated 
to 2.2% in March 2026, contributed largely 
by the increase in the prices of the non-food 
category, mainly transport. Meanwhile, the 
NCPI-based y-o-y headline inflation was 
recorded at 1.6% in February 2026.

2 	 The CCPI is compiled by the Department of Census and Statistics (DCS) on a monthly 
basis and demonstrates the price movements of a basket of consumer items in urban 
households in the Colombo district.

3	 The NCPI is compiled by the DCS on a monthly basis and demonstrates the price 
movements of a basket of consumer items at the national level.

1.1	 Inflation and Price 
Developments

1.1.1 Inflation1 

Following eleven consecutive months 
of deflation, headline inflation returned 
to positive territory in August 2025 
and gradually accelerated thereafter. 
Deflationary conditions, which began in 
September 2024, deepened in early 2025, 
largely driven by the downward revision to 
electricity tariffs in January 2025 and statistical 
base effects from VAT-induced price increases 
and elevated food inflation in early 2024. 
Deflationary conditions began to ease from 
March 2025, driven by the increase in food 
inflation, particularly in vegetables and fish, 
along with the upward adjustment to electricity 
tariffs implemented in June 2025 and the 
positive contribution that arose from the 
effect of the statistical base. With the gradual 
easing of prolonged deflationary pressures 
in the energy and transport category and 
the increase in food inflation, along with the 
continued normalisation of demand conditions, 
headline inflation returned to positive levels in 
August 2025 and increased at a gradual pace 
thereafter. Although there was a temporary 
uptick in food prices in December 2025, 
owing to supply disruptions following Cyclone 
Ditwah and festive demand, inflation remained 
at moderate levels towards the end of the 

1	 More details on the recent behaviour of inflation are deliberated in the Monetary 
Policy Report, published biannually by the Central Bank.
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Inflation Dynamics in Sri Lanka

Source: Department of Census and Statistics Source: Department of Census and Statistics

Sources: Department of Census and Statistics
             Central Bank Staff Calculations

Movements in Food and Non-Food Inflation 
(CCPI, 2021=100, y-o-y)

Movements in Food and Non-Food Inflation 
(NCPI, 2021=100, y-o-y)

 Contribution to CCPI-based Headline Inflation
 (2021=100, y-o-y)

 Contribution to NCPI-based Headline Inflation
(2021=100, y-o-y)

Food Inflation Non-Food Inflation Food Inflation Non-Food Inflation

Alcoholic Beverages and Tobacco

Clothing and Footwear

Furnishing, Household Equipment and Routine Household Maintenance

Education

Transport

Food and Non Alcoholic Beverages

Movements in Headline and Core Inflation 
(CCPI, 2021=100, y-o-y)

Source: Department of Census and Statistics Source: Department of Census and Statistics

Movements in Headline and Core Inflation 
(NCPI, 2021=100, y-o-y)

Headline Inflation Core Inflation Headline Inflation Core Inflation

1.6

1.1

Figure 1.1
Inflation Dynamics in Sri Lanka
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Core inflation, which reflects the 
underlying demand conditions in the 
economy, showed a gradual acceleration 
during 2025 while remaining at low 
positive levels. Core inflation recorded 
relatively low levels during early 2025, partly 
owing to the statistical base effect arising from 
VAT-related price increases in non-food 
categories in early 2024. A gradual 
acceleration of core inflation was observed 
thereafter, reflecting increases in both food and 
selected non-food categories within the core 
basket. Despite these dynamics, core inflation 
remained below the headline inflation target 
throughout the year. The relatively low levels 
of core inflation also suggest that the pickup 
in demand may have been somewhat slower 
than indicated by other economic indicators, 
such as the sharp rise in private sector credit 
growth and the rapid increase in imports. This 
could also suggest that firms may have largely 
maintained price levels that were adjusted 
during the crisis period, rather than increasing 
prices further, amid the relatively subdued 
purchasing power of the public. Accordingly, 
the CCPI-based y-o-y core inflation stood 
at 2.7% by the end of 2025, which was the 
same level as by the end of 2024, while the 
annual average CCPI-based core inflation 
decelerated to 1.6% in 2025 from 3.3% in 
2024. Meanwhile, the NCPI-based y-o-y core 
inflation accelerated to 2.6% by the end of 
2025 from 1.3% at the end of 2024, while 

the annual average NCPI-based core inflation 
decelerated to 0.9% in 2025 from 2.5% 
recorded in 2024. Developments in early 2026 
indicate that core inflation has continued to 
remain at low positive levels, reflecting a more 
gradual than expected recovery in domestic 
demand conditions.

1.1.2 Prices

The general price level recorded a 
moderate increase during 2025, reversing 
the decline observed in the previous year, 
as reflected by both CCPI and NCPI. 
Price movements within the year exhibited a 
combination of seasonal fluctuations in food 
supply and adjustments in several administered 
prices. Certain food items recorded price 
increases during off-season periods and 
towards the end of the year due to increased 
festive demand and temporary supply 
disruptions following Cyclone Ditwah in late 
November 2025, which exerted some upward 
pressure on food prices in December 2025. 
Nevertheless, overall price pressures remained 
contained amid improving macroeconomic 
conditions, supported partly by periodic 
downward revisions in fuel prices during the 
year.

Prices of food items exhibited considerable 
volatility during 2025, largely reflecting 
seasonal variations in the supply of food 
items and adverse weather conditions. 

Table 1.1

Movements of Inflation (y-o-y)
%

2013=100 2021=100

Dec-2021 Dec-2022 Dec-2023 Dec-2024 Dec-2025 Jan-2026 Feb-2026 Mar-2026

Headline Inflation
CCPI 12.1 57.2 4.0 -1.7 2.1 2.3 1.6 2.2

NCPI 14.0 59.2 4.2 -2.0 2.9 2.4 1.6

Core Inflation
CCPI 8.3 47.7 0.6 2.7 2.7 2.3 2.1 2.5

NCPI 10.8 57.5 0.9 1.3 2.6 2.2 2.2

Food Inflation
CCPI 22.1 64.4 0.3 0.8 3.0 3.3 0.2 0.7

NCPI 21.5 59.3 1.6 -1.0 4.4 3.4 1.1

Non-Food Inflation
CCPI 7.5 53.4 5.8 -3.0 1.8 1.8 2.3 2.9

NCPI 7.6 59.0 6.3 -2.9 1.6 1.6 1.9

Note: The Department of Census and Statistics (DCS) commenced publishing the NCPI and the CCPI with the new base year, 2021=100, from the data  
         releases of January 2023 and February 2023, respectively, and discontinued the publication of the NCPI and the CCPI with the old base year, 2013=100.

Source: Department of Census and Statistics
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BOX 01
Recent Deflation Episode in Sri Lanka 

on businesses and households and easing cost 
pressures, to some extent. The accommodative 
monetary policy stance since June 2023 has 
supported a gradual recovery in aggregate 
demand, contributing to an increase in headline 
inflation. In addition, increases in food inflation, 
the upward revision of electricity tariffs in mid-
June 2025, and the upward contribution from the 
statistical base, also collectively contributed to the 
end of the deflationary episode and the gradual 
acceleration of inflation thereafter. 

Figure B1.1 illustrates the movements of headline 
inflation, core inflation, energy and transport 
inflation and volatile food inflation. Among these, 
energy and transport inflation display greater 
volatility, with substantially larger fluctuations than 
the other components over the recent years.

Developments in Core Inflation

Core inflation, derived by excluding volatile food 
and energy and transport categories from the 
Consumer Price Index (CPI), serves as an indicator 
of underlying inflationary pressures in the economy 
and is more closely linked to demand conditions 
and monetary policy transmission. As such, it 
provides a clearer signal of persistent inflation 
trends by abstracting from temporary supply-side 
shocks. Notably, core inflation remained positive 

Introduction1 

After reaching a historic peak in September 2022, 
headline inflation moderated thereafter, turning 
negative by September 2024 and remaining 
in deflation for 11 months until August 2025. 
This marked the first episode of deflation since 
March 1995.2 While the disinflation process 
reflected proactive tight monetary policy actions, 
the subsequent deflationary episode was driven 
primarily by large price reductions in the energy 
and transport category. These price reductions 
were supported by favourable weather conditions, 
which enabled a larger share of hydroelectricity 
generation and moderated global energy prices. 
Statistical base effects also played a role in the 
deflation process in early 2025, particularly those 
arising from Value Added Tax (VAT)-induced price 
increases and elevated food inflation in early 2024. 
Reflecting these cumulative influences, deflation 
deepened in February 2025 before gradually 
easing thereafter. However, some price pressures 
that heightened in the crisis period, dampened in 
the deflationary episode, alleviating the burden 

1  	 This Box Article is broadly based on the Box article published in the Monetary Policy Report - 
February 2026 of the Central Bank of Sri Lanka under the title Digging Deeper into the Recent 
Deflation Episode in Sri Lanka.

2 	 Headline Inflation is derived based on the most recent base year series applicable for the 
respective period. i.e., when splicing, prominence is given to the most recent base year for periods 
where multiple observations exist. It is noteworthy that when considering the Colombo Consumer 
Price Index (CCPI) published in the respective month, negative inflation has been published in July-
Sep 2015 using 2006/07=100 base. However, when the 2013=100 base is used, such deflation 
cannot be observed during 2015.

Note: Inflation rates for each category have been derived based on the respective base year applicable during the period. When splicing, prominence is given to the most recent base year for periods where multiple 
observations exist.

Sources: Department of Census and Statistics, Central Bank Staff Calculations

Figure B 1.1
Movements of Headline, Core, Energy and Transport and Volatile Food Inflation

(CCPI, 2006/ 07=100, 2013=100, 2021=100, y-o-y)
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throughout the recent deflationary episode, 
indicating that underlying demand conditions 
remained steady, albeit subdued, despite the 
decline in headline inflation. This behaviour 
suggests that the observed deflation was largely 
driven by transitory factors, such as easing energy 
prices and favourable base effects, rather than 
a broad-based and sustained weakening in 
underlying inflation. Moreover, this is also reflected 
in the overall behaviour of inflation expectations, 
where the expectations of both the corporate and 
household sectors for horizons of six months or 
more remained positive throughout the period, as 
recorded in the Inflation Expectations Survey of the 
Central Bank.

Meanwhile, Figure B1.2 illustrates the contribution 
of core inflation, energy and transport inflation 
and volatile food inflation to headline inflation. 
In recent periods, energy and transport inflation 
has made a significant negative contribution 
to headline inflation. At the same time, the 
contribution of core inflation, albeit being positive, 
has remained low relative to pre-crisis periods. 

Economic Growth Amid Deflation

The recent deflationary episode did not coincide 
with a slowdown in economic activity. Instead, 
growth momentum strengthened following the 
economic crisis, with real GDP growth of 5% 
in both 2024 and 2025. Alongside this robust 
growth, a low unemployment rate and a gradual 

3  	 Such behaviours can be observed in several developing economies, including regional peers such 
as the Philippines, Indonesia, and Pakistan, although the respective periods and the underlying 
drivers of the inflation dynamics are not common across the countries.

increase in labour force participation compared 
with recent periods, signals a possible expansion of 
the economy rather than a slowdown. At the same 
time, leading indicators of economic activity, such 
as credit to the private sector and import demand, 
also recorded notable increases, signalling 
strengthening growth momentum. Accordingly, 
the deflationary episode can be characterised as 
transitory and mostly supply-driven rather than 
reflecting a persistent demand side weakness with 
risks of a deflationary spiral.

Sustained Low Inflation

Despite returning to positive territory in August 
2025, the pace of acceleration in headline inflation 
remained moderate. This partly reflects the substantial 
upward reset in the consumer prices in the CPI basket 
during the high inflation episode of 2022, when 
prices increased broadly across sectors, as well as 
compressed disposable incomes from tight fiscal 
consolidation. Against this backdrop, firms appear to 
have exercised greater price restraint than in normal 
times, leading to persistently low inflation despite 
the economic recovery. Moreover, when countries 
which have experienced similar inflation dynamics, 
with substantially high inflation, followed by a quick 
disinflation episode, are compared, a period of 
lower-than-average inflation can be observed across 
several economies.3 

Note: Contribution to y-o-y headline inflation from each category has been derived based on the respective base year applicable during the period. When splicing, prominence is given to the most recent base year for 
periods where multiple observations exist.

Sources: Department of Census and Statistics, Central Bank Staff Calculations

Figure B 1.2

Contribution to Headline Inflation (CCPI, 2006/ 07=100, 2013=100 and 2021=100, y-o-y)
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Conclusion

Following the earlier inflation surge, the economy 
experienced a deflationary episode driven mainly 
by significant reductions in energy and transport 
prices, supported by favourable weather conditions, 
lower global energy prices, and statistical base 
effects. As inflation returned to positive territory 
in late 2025, the pace of increase remained 
moderate, indicating a gradual and orderly 
normalisation of price dynamics. Economic growth 
and core inflation dynamics suggest that underlying 
demand conditions did not weaken significantly 
during the deflationary period episode. Moreover, 
other macroeconomic indicators also suggest that 
economic activity continued to increase, rather 
than recording a persistent slowdown. Taken 

together, these developments suggest that the 
recent persistence in inflation largely reflects the 
gradual normalisation of price dynamics amid a 
high cost base, rather than a sustained contraction 
in demand. While the recent deflationary episode 
and persistently low inflation may suggest scope for 
a lower inflation target, such considerations need 
to be viewed in the context of Sri Lanka’s structural 
characteristics. As a small, open economy that is 
more susceptible to supply-side shocks, including 
weather-related disruptions and external shocks,  
Sri Lanka requires a relatively higher inflation target 
and a wider deviation margin compared to larger 
and more advanced economies to accommodate 
such fluctuations and ensure effective policy 
implementation.

Food prices recorded a slight increase during 
the first two months of 2025, before declining 
until April 2025, mainly reflecting improved 
supply conditions associated with the Maha 
harvest. Prices of food items subsequently 
increased notably during May and June 
2025 due to off-season supply conditions 
and adverse weather conditions affecting 
the production of several volatile food items. 
However, food prices declined sharply after 
reaching a peak in June 2025 and remained 
relatively moderate until November 2025, 
largely reflecting improved supply conditions 
associated with the bumper harvest reported 
in the Yala season. Food prices increased 
notably in December 2025 due to higher 
seasonal festive demand and temporary 
supply disruptions following Cyclone Ditwah in 
late November, which caused transportation 
difficulties and limited the market supply of 
several food items. 

Prices of non-food items also followed an 
overall increasing trend in 2025, primarily 
driven by administrative price revisions. 
Non-food prices remained relatively subdued 
during the early months of the year, largely 
reflecting the 19.6% reduction in electricity 

tariffs,4 with effect from 18 January 2025. 
However, this trend reversed around the middle 
of the year following a 16.2% upward revision 
to electricity tariffs, with effect from 12 June 
2025, which contributed to a notable increase 
in non-food prices in July 2025. Thereafter, 
non-food prices increased moderately before 
stabilising towards the end of the year. Even 
though electricity tariffs fluctuated significantly 
during the year, water tariffs remained 
unchanged.

The prices of Petrol (Octane 92) and  
Auto Diesel were subjected to several 
downward revisions during the year, except 
for the price increases observed in July 
2025 of Rs. 12 and Rs. 15, respectively. 
Reflecting these adjustments, the price of Petrol 
(Octane 92) declined from Rs. 309 per litre 
in January 2025 to Rs. 294 per litre by 
December 2025, while the price of Auto Diesel 
declined from Rs. 286 per litre to Rs. 277  
per litre during the same period. Similarly, the 
price of Kerosene was revised downward in 
several months during the year, except for the 

4	 Electricity tariff of 90 units in the domestic category is considered in the compilation 
of the CCPI (2021=100) and NCPI (2021=100).
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Featured Chart 1.1
Services and Non-Services Inflation Dynamics

Services inflation refers to the increase in the 
prices of services over time, such as housing 
rent, restaurant and hotel services, education, 
communication, and transport services, among 
others. Compared to goods prices, services 
prices tend to be less volatile and adjust more 
gradually to supply-side disruptions or external 
shocks, thereby exhibiting greater persistence. 
Moreover, prices of services depend significantly 
on domestic factors, including wage dynamics. 
As a result, services inflation serves as an 
important indicator of underlying inflationary 
pressures.

In Sri Lanka, the available sub-categories within 
the Consumer Price Index (CPI) basket can be 
used to derive services inflation. Accordingly, as 
categorised by the Central Bank, services related 
items account for nearly half of the Colombo 

Consumer Price Index (CCPI) basket.1  As such, 
movements in service prices exert a substantial 
influence on headline inflation and the overall cost 
of living. Monitoring services inflation is therefore 
essential for understanding its drivers and assessing 
the inflationary environment.

The chart illustrates the y-o-y behaviour of services 
inflation alongside non-services and headline 
inflation over the period 2015 to early 2026. In 
contrast to the pronounced volatility in non-services 
inflation, services inflation remained relatively stable 
throughout the period. Notably, even during the 
recent episode of headline deflation where  
non-services deflation prominently deepened, 
services inflation remained positive, continuing to 
exert upward pressure on overall inflation.

1	 Central Bank staff have extracted service-specific components from the available sub-categories of 
the overall (Headline) CPI baskets of goods and services (2013=100 and 2021=100) using the 
Classification of Individual Consumption According to Purpose (COICOP) 2018. Please refer to 
‘Box B: Understanding Services Inflation: Why Does It Matter?’ in Monetary Policy Report - August 
2025 for more details on Services Inflation.

Contribution to Headline 
Inflation (CCPI, y-o-y)
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Note: Data preceding January 2023 are based on the CCPI (2013=100), while data commencing January 2023 are based on the CCPI (2021=100).  

Sources: Central Bank Staff Calculations, Department of Census and Statistics

price increase of Rs. 7 with effect from  

01 July 2025. Moreover, the only revision to 

LP Gas5 prices during 2025 was the upward 

revision with effect from 01 April 2025, 

increasing the price of Laugfs 12.5 kg cylinder 

by Rs. 420 to Rs. 4,100, while the price of the 

5 	 The price of a 12.5 kg LP Gas cylinder is considered in the compilation of the  
CCPI (2021=100) and NCPI (2021=100).	

Litro 12.5 kg cylinder remained unchanged at 

Rs. 3,690 throughout the year. In line with fuel 

price adjustments during the year, bus fares 

were reduced by 0.55% with effect from  

04 July 2025, following the annual bus 

fare revision. However, train fares remained 

unchanged during 2025.
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Featured Chart 1.2
Distribution of Price Pressures Across CCPI Components

The chart presented here, in the form of a heat map, 
illustrates the evolution of year-on-year inflation 
across major categories of the Colombo Consumer 
Price Index (CCPI) since 2021. The colour gradient 
represents the intensity of price movements, with 
warmer colours (yellow to dark red) indicating higher 
inflationary pressures, green denoting inflation 
broadly around the inflation target of 5%, and light 
blue representing periods of deflation. Meanwhile, 
the height of each category indicates its relative base 
weight. This form of presentation allows reading 
inflation across three dimensions; it shows the 
direction and intensity of categorical price pressures, 
reveals which items matter more for overall inflation, 
and illustrates whether inflation is broad-based or 
concentrated.

In early 2021, inflation remained largely contained 
near the 5% target across most categories. However, 
from early 2022 to mid 2023, inflation surged 
sharply, and across most categories, with ‘Food and 
Non‑Alcoholic Beverages’, ‘Restaurants and Hotels’, 
and ‘Transport’ recording the most intense pressures 
amid the economic crisis. Category‑wise responses 
varied in timing and magnitude, yet the subsequent 
period shows a gradual, broad‑based disinflation 
as macroeconomic conditions improved. On the 
contrary, the 2024-2025 deflation episode seems to 
be driven mainly by large‑weight items, particularly 
‘Housing, Water, Electricity, Gas and Other Fuels’, 
along with ‘Transport’, rather than by economy‑wide 
price declines. More recently, the reappearance of 
green across most categories signals a normalisation 
of price pressures and a return to greater overall price 
stability.

Headline Inflation Heatmap (CCPI, y-o-y, %)

All Items

Miscellaneous Goods and Services (3.2%)

Education (5.1%)

Recreation and Culture (2.0%)
Communication (3.0%)

Transport (12.5%)

Health (4.0%)

Furnishing, Household Equipment and Routine Household Maintenance (3.5%)

Housing, Water, Electricity, Gas and Other Fuels (31.6%)

Clothing and Footwear (2.2%)
Alcoholic Beverages and Tobacco (1.7%)

Restaurants and Hotels (5.1%)

Food and Non-Alcoholic Beverages (26.2%)

Note :
1. 	 Data preceding January 2023 are based on the CCPI (2013=100), while data commencing January 2023 are based on the CCPI (2021=100). 
2. 	 Base weights are given in parentheses, based on the CCPI (2021=100). The height represents the relative base weight of the category (excluding in the case of All Items).
3. 	 The right-side scale represents y-o-y inflation, where values close to the inflation target of 5% are shown in green. As inflation increases, the colour transitions from green to yellow, and further to light red and dark 

red, indicating increasingly higher inflation. Inflation levels below 5% are indicated by the transition of colour from green to blue, with more intense blue shades indicating deeper deflation.

Sources: Department of Census and Statistics, Central Bank of Sri Lanka


