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Macro Environment1 

 2020 2021 2022 

GDP growth (%) -3.6 3.5 -7.8 

Government Revenue (% of GDP) 8.1 7.4 7.3 

Government Expenditure (% of 
GDP) 

17.0 -20.0 -18.5 

Budget Deficit (% of GDP) -11.1 -12.2 -10.2 

Debt/GDP (%) 100.6 104.6 118.7 

Foreign debt (% of total debt) 40.3 38.6 64.5 

Trade balance (% of GDP) -7.4 -9.6 -6.73 

Current balance (% of GDP) -1.5 -4 6.4 

FX reserves (months of imports) 4.3 3.6 3.9 

LKR/USD 186.41 200.43 363.13 

Depreciation (%) 2.6 7.5 44.8 

 

In 2022, Sri Lanka encountered significant macroeconomic challenges across multiple fronts. 

The country experienced its third consecutive year of double-digit fiscal deficit as a percentage 

of GDP, with revenue shortfalls and escalating expenditure. This imbalance placed additional 

strain on debt sustainability and adding to the country's economic woes. 

The balance of payments situation also presented noteworthy concerns for Sri Lanka's 

macroeconomic performance. A substantial decline in foreign exchange reserves was observed, 

primarily driven by decreases in export income, tourism revenue, and remittances. These factors 

culminated in a historic occurrence of a soft default on external debt. The depletion of foreign 

exchange reserves further strained the country's ability to meet international obligations and 

maintain a stable external position. 

As a result of these challenges, Sri Lanka's GDP growth rate in 2022 suffered a significant 

setback, contracting by 7.8% given the recessionary environment and the economic disruptions 

triggered by the COVID-19 pandemic. The negative GDP growth rate further exacerbated 

macroeconomic vulnerabilities and presented obstacles to achieving sustainable economic 

recovery. The government's endeavors to stimulate economic growth and address fiscal and 

balance of payments challenges became pivotal in revitalizing the economy and restoring 

stability. 

To overcome the fiscal budget imbalance, balance of payments difficulties, and negative GDP 

growth rate, the government implemented comprehensive policy measures and initiated 

structural reforms in the second half of 2022. These measures aimed to restore financial 

stability, promote revenue generation, and foster sustainable economic growth. 

 

 

 

 
1 Annual Report | Central Bank of Sri Lanka (cbsl.gov.lk)  

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

Money Market Rates and Inflation2 

 

Market Liquidity Vs. CBSL intervention in the Government Security Market3 

 

From March 2022 to April 2023, Sri Lanka experienced fluctuations in interest rates due to 

varying macroeconomic challenges. In April 2023, there was a sudden increase in interest rates, 

caused by the soft default on Sri Lanka's foreign debt. This event significantly influenced the 

overall interest rate environment and shaped the country's monetary policy decisions. The rise 

in interest rates was attributed to the depletion of foreign exchange reserves and the balance 

of payments crisis. 

The year-on-year inflation, measured by the CCPI, showed an upward trend, reaching a peak of 

69.8% in September 2023, before decelerating as the exchange rate and supply-side constraints 

improved. In the backdrop to control inflation and stabilize the currency, the Central Bank of Sri 

 
2 Weekly Economic Indicators | Central Bank of Sri Lanka (cbsl.gov.lk) 
3 https://www.cbsl.lk/eResearch/Modules/RD/SearchPages/Indicators_DailyOperationsNew.aspx 
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Lanka (CBSL) raised its policy rates, sending secondary market interest rates higher. The policy 

rate increased from 6.5% to 13.50% (SDR) in April 2022 in an effort to address inflationary 

pressures caused by supply-side shortages and the depreciation of the Sri Lankan rupee. The 

12-month treasury bill rate rose to 17.45% in June 2022 from 6.75% in March 2022. Despite these 

adjustments in policy rates, real interest rates remained negative throughout the period of 

review. The overall deficit of the banking system liquidity stood at Rs. 518 BN. 

In June 2022, the Government of Sri Lanka decided to seek an IMF standing facility, which further 

increased market interest rates due to concerns about requirements for domestic debt 

restructuring. The 12-month treasury bill rate reached 30.5% in Q2 2022/23. Despite declining 

inflation from Q3 2022/23, interest rates remained high due to uncertainty surrounding domestic 

debt restructuring and obtaining consent from external creditors for a haircut on the foreign 

debt, including ISB (International sovereign bonds). 

However, in Q4 2022/23, interest rates started to decline in line with inflation as market 

sentiment improved following the expected IMF board-level agreement in April 2023. 

Consequently, the 12-month treasury bill rate decreased to 24.31% from 27.62% in Q4 2022/23. 

During February and March 2023, the Sri Lankan government successfully obtained consent 

from the Paris Club and India to restructure their external debt. In April 2023, Sri Lanka secured 

China's consent and obtained the IMF board-level agreement. 
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Fund Managers’ Review 

 

We are pleased to present the Annual Report of the Softlogic Invest Money Market Fund for the 

year ending 31st March 2023.  

  1 Month 3 Months  YTD 2023* 

NDB CRISIL Index 36.44% 32.73% 33.11% 

Fund 26.96% 26.27% 26.71% 
* From 1st April 2022 to 31st March 2023 

Over the 12-month reference period ending in March 2023, our money market fund delivered an 

annualized yield of 15.45%. Additionally, the fund's current yield as of March 2023 stood at 26.09%. 

Our performance fell short compared to the respective benchmark yield (NDBIB - CRISIL 91 Day 

T-Bill Index) of 25.48% during the period of review.  

The underperformance against the benchmark can be attributed to a sudden spike in interest 

rates during the first quarter of 2022. This spike was a consequence of Sri Lanka's soft default 

on foreign debt, hyperinflation, currency depreciation, and expectations regarding domestic debt 

restructuring. As a result, it took time for our portfolio to adjust to the upward yield curve and 

reprice accordingly. The time taken for repricing led to a decrease in the portfolio's net asset 

value (NAV) from Rs. 2,968 million to Rs. 725 million due to redemptions during the period. 

 

Our commitment to maintaining credit quality remained steadfast in the backdrop of heightening 

risks. We allocated 77% of our assets to issuers rated 'A' or above, with the remaining 23% 

allocated to unrated issuers.’ 
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                Rating Wise Exposure                                           Instrument Wise Exposure 

 

According to the portfolio as of March 31st, 2023, 28% of the fund's holdings are scheduled to 

mature within one month. This exceeds the regulatory requirement set by the Securities and 

Exchange Commission (SEC), which mandates a minimum maturity of 20% within the same 

timeframe. 

                                                            Maturity Profile 
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6 

 

Future strategy 

IMF Projections for Sri Lanka4 

  2019 2020 2021 2022 2023 2024 2025 2026 

  Act Act Act Est. Proj. Proj. Proj. Proj. 

GDP and inflation (in %)                 

Real GDP growth -0.2 -3.5 3.3 -7.8 -3.0 1.5 2.6 3.0 

Inflation (end-of-period) 4.8 4.2 12.1 57.2 15.2 6.7 5.6 5.2 

Nominal GDP growth 3.6 -0.4 11.7 37.2 26 12.3 8.3 8.4 

                  

Balance of payments                  

Current account balance (as a % of GDP) -2.1 -1.4 -3.8 -1.9 -1.6 -1.4 -1.4 -1.4 

Gross official reserves USD Millions 7,642 5,664 3,139 1,898 4,431 6,128 8,520 10,888 

Imports coverage (In months) 5.0 3.2 1.9 1.0 2.2 3.0 3.9 4.8 

                  

Budget Deficit (as a % of GDP)                 

Revenue and grants 11.9 8.7 8.3 7.3 11.0 13.3 14.9 15.0 

Expenditure 19.5 20.7 19.9 18.9 19.0 19.7 19.9 19.9 

Primary balance -1.9 -5.9 -5.7 -3.8 -0.7 0.8 2.3 2.3 

Central government balance -7.5 -12.1 -11.6 -10.4 -8.0 -6.4 -5.0 -4.8 

 

We have confidence in the positive trajectory of Sri Lanka's macroeconomic environment, as 

significant policy measures and structural reforms are being implemented. According to IMF 

projections, Sri Lanka's budget deficit is expected to decrease. As a result, the market borrowing 

requirement to finance the deficit will be lower compared to 2022. We believe the currency to 

appreciate slightly or remain stable in 2023, as the IMF expects inflows from both multilateral 

and bilateral lenders. Sri Lanka's inflation to decrease to 15.2% by the end of 2023, supported by 

a stable currency and improvements in the supply side disruptions.  

On the international front based on the Bloomberg consensus view, global easing is anticipated 

to occur from July 2023 onwards. Consequently, we anticipate a decline in domestic interest 

rates due to improvements both domestically and globally. 

To align your portfolios to the macro environment, we would look to go long on our investments 

to exploit the inverse yield curve. By extending the duration, we aim to take advantage of 

potential yield opportunities while emphasizing the importance of maintaining strong credit 

fundamentals to effectively manage risk.  

 

 

 
4 IMF Executive Board Approves US$3 Billion Under the New Extended Fund Facility (EFF) Arrangement for Sri 
Lanka 

https://www.imf.org/en/News/Articles/2023/03/20/pr2379-imf-executive-board-approves-under-the-new-eff-arrangement-for-sri-lanka
https://www.imf.org/en/News/Articles/2023/03/20/pr2379-imf-executive-board-approves-under-the-new-eff-arrangement-for-sri-lanka
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Profile of Softlogic Asset Management  
 

Softlogic Asset Management is the investment management division of the Softlogic Group. It 

operates as a fully incorporated company under the Companies Act No.07 of 2007. The company 

has been registered as an Investment Manager with the Securities and Exchange Commission 

of Sri Lanka since March 25th, 2021, and as a registered Unit Trust Fund Manager since February 

5th, 2020. 

Softlogic Holdings PLC is a diversified conglomerate listed on the Colombo Stock Exchange, with 

a strong presence in the retail, healthcare, and financial services sectors. Softlogic Capital PLC 

serves as the financial sector holding company of the Softlogic Group, which includes 

subsidiaries such as Softlogic Life Insurance PLC, Softlogic Finance PLC, Softlogic Stock 

Brokers Pvt Ltd, and Softlogic Asset Management Pvt Ltd. 
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Key Management Personnel Profile 

Board of Directors 

Mr. Sudarshan Ahangama 

Chairman 

Mr. Sudarshan Ahangama oversees all finance functions across the MAS Group whilst 

simultaneously managing the Treasury, Legal, Audit & Assurance and The Shared Services 

Functions of the entire MAS. He is also a member of MAS Investments board, which oversees 

the non-apparel investments of the Group. Prior to joining the MAS Group, Sudarshan worked 

at John Keels Holdings (JKH) Group of companies from 1988 to 2004. He began his career in the 

Corporate Finance Team of the Group. With the growth of the Capital Markets in Sri Lanka he 

was appointed to the Board of John Keels Stockbrokers and was its Managing Director until 

1999. In Addition to the above Sudarshan was the Chairman of Colombo Stockbrokers 

Association for many years. 

 
Mr. Iftikar Ahamed 

Director 

Mr. Iftikar Ahamed heads the Financial Services Sector of the Softlogic Group and is the 

Managing Director of Softlogic Capital PLC, which is the financial services holding company of 

the group that has interests in Insurance, Leasing, and Finance and Stockbroking. He is also the 

Managing Director of Softlogic Life Insurance PLC and Director of Softlogic Stockbrokers (Pvt) 

Ltd. He counts over 30 years of experience in a wide range of métiers within the financial 

services industry and has extensive Banking experience both in Sri Lanka and overseas, having 

held senior management positions as Deputy Chief Executive Officer at Nations Trust Bank PLC 

and Senior Associate Director at Deutsche Bank AG. He holds an MBA from the University of 

Wales, UK. 

 

Mrs. Niloo Jayatilake 

Director / CEO 

Ms. Niloo Jayatilake joined Softlogic in 2015 to head the Group Investment Division. Counting 

over 20 years of experience in the investments and portfolio management field, she is 

responsible for the Group’s investment portfolio.  Prior to joining Softlogic Holdings PLC, she 

worked as Head of Portfolio Management/Director of Guardian Fund Management Ltd for 10 

years, handling client funds and Ceylon Guardian Promoters’ funds with assets under 

management of Rs. 25Bn. She is Fellow Member of the Chartered Institute of Management 

Accountants, UK and Associate Member of the Institute of Chartered Secretaries and 

Administrators, UK. 

 

Mr. Charith Gunathilaka 

Director 

Mr. Charith Gunathilaka has been appointed as a director of Softlogic Asset Management (Pvt) 

Ltd with effect from 1st April 2021. He has joined Softlogic Holdings PLC as a senior manager in 

strategic planning in 2013. Prior to Softlogic, Charith served as a senior consultant at KPMG. He 
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is a Fellow Member of Institute of Chartered Accountants of Sri Lanka and also an Associate 

Member of the Chartered Institute of Management Accountants (CIMA, UK).  He holds BSc in 

Finance from University of Sri Jayawardanapura and obtained his MBA from University of 

Colombo. 

 

Corporate Management  
 

Mr. Sashika Wickramaratne  

Fund Manager 

Mr. Sashika Wickramaratne counts over 13 years of industry experience in asset management 

and investment research. Before joining Softlogic Asset Management (Pvt) Ltd he worked at 

Capital Alliance Investments and Guardian Fund Management Ltd as a portfolio manager 

managing equity and fixed income private portfolios & Unit trust funds. Sashika is passed finalist 

of the Chartered Institute of Management Accountants (CIMA, UK). He also holds a BSc Degree 

specializing in business administration from The University of Sri Jayewardenepura. 

 

Ms. Anupama Karannagoda 

Chief Compliance Officer 

Ms. Anupama Karannagoda appointed as Compliance Officer of Softlogic Asset Management 

(Pvt) Ltd with effect from 01st June 2021. She has joined Softlogic Group as an Assistant Manager 

in 2013 and currently hold the position of Senior Manager. Prior to Softlogic, Anupama served as 

an Audit Supervisor at KPMG Sri Lanka. She is an Associate Member of Institute of Chartered 

Accountants (CASL) of Sri Lanka and Chartered Institute of Management Accountants (CIMA, 

UK). Anupama holds BSC in Accountancy from University of Sri Jayewardenepura. 

 

Ms. Roshinie Kaushalya  

Fund accountant 

Ms. Roshinie Kaushalya appointed as Accountant of Softlogic Asset Management (Pvt) Ltd with 

effect from 03rd January 2022. Prior to Softlogic, Roshinie served as an Audit Senior at KPMG Sri 

Lanka for 3 years. She is a member of the Institute of Chartered Accountants of Sri Lanka 

(ICASL), a passed finalist of Chartered Institute of Management Accountants (CIMA, UK) and 

Institute of Association of Accounting Technicians of Sri Lanka (AATSL). Roshinie holds B.Sc. 

Accounting (Special) degree from University of Sri Jayewardenepura. 
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