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Sri Lankan Economic Update - Weekly Report 23" Oct 2015

Economic Indicators: LKR/USD 140.87 (0.04% WoW) AWPR: 7.17% (0.00% WoW) AWDR: 6.00% (0.17% MolM) ASPI: 7,081 (0.85% WoW) S&P SL20: 3,822 (1.27% WoW)

Government Securities Movement

12.00%
11.50%
11.00%
10.50%
10.00%
< 9.50%
£ 9.00%
8.50%
8.00%
7.50%
7.00%
6.50%
6.00%
3 mths6 mths 1Yrs 2Yrs 5Yrs 6Yrs 8Yrs 10Yrs 15Yrs 30 Yrs
09-Oct 16-Oct 23-Oct
Market Period 23-Oct 16-Oct Change %
3 months 6.71% 6.73% -0.30%
Primary
Market 6 months 7.03% 7.04% -0.14%
1 Year 7.10% 7.10% 0.00%
2 Years 7.63% 7.75% -1.55%
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Average Weighted Prime Lending Rate (AWPR): 7.17%. It has
not changed compared to last week.

Average Weighted Deposit Rate (AWDR):6.00% (Sep), 6.01%
(Aug).

Average Weighted Fixed Deposit Rate (AWFDR):7.22% (Sep)

and 7.23% (Aug).

SLIBOR Rates : 6.35% (1Day), 6.50%(7Days), 6.87%(1Month),
7.16%(3Months), 7.42%(6Months), 7.72%(1Yr).

Inflation (Annual average change): 0.7% (Sep) and 1.0% (Aug).

Inflation
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Sri Lanka Interbank Offer Rates
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LKR Exchange Rate Movement
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Daily Index Movement

W ASPI S&P SL20

e LKR depreciated over the week by 0.04% against USD from
LKR/USD 140.82 to 140.87.

LKR/USD Movement Vs US 10 Year Treasury Bond

e One month forward rate of LKR/USD is 141.59 (Last week 12‘2"88 2.80%
. : 2.60%
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Colombo Stock Exchange
e All Share Price Index: 7,081 points as at 23" Oct 2015.
S&P 20: 3.822 boi 237 Oct 2015 Price Index by Sector
L] . .
! points as at ct Top Gainers This week Pre.week |Change %
e ASPlincreased by 60 points WoW which is 0.85%. Trading 18,690.23 | 17,693.10 | 5.64%
e S&P 20 increased WoW by 48 points, reflecting a 1.27% Information Technology 66.08 64.41) 2.59%
Chemicals And Pharmaceuticals 8,217.85 8,013.31| 2.55%
positive variation. Manufacturing 4,615.82 | 4,508.39| 2.38%
e Net Foreign outflow: LKR. 184Mn. Footwear And Textiles 1,074.19 1,049.28 | 2.37%
e Last week recorded a Net foreign inflow: LKR. 316Mn.
Top Losers
e Market capitalization: LKR.3,007Bn which is 0.97% increase Stores And Supplies 25,618.68 | 27,057.21| -5.32%
compared to last week. Motors 18,087.79 | 18,333.57 | -1.34%
Market PE: PE ded 18.36 in thi K and it h Construction And Engineering 3,009.08 3,039.40 | -1.00%
° . .
arket recorded as in this week and it has Beverage Food And Tobacco 22,284.88 22,472.74 | -0.84%
increased by 0.99% from the last week. Power And Energy 184.29 184.75 | -0.25%
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Domestic Turnover Vs Foreign Turnover
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Local News

Foreign News

The decreasing trend in secondary market bond yields witnessed
over the previous two days came to halt on 22" October as yields
were seen increasing across the yield curve driven by the
announcement of Treasury bond auctions to the tune of Rs. 30
billion. Selling interest on the two 2019 maturities (i.e. 1 July 2019
and 15 September 2019), the 1 May 2020, the two 2021s, the 1
October 2022, the 1 September 2023 and the 1 August 2025 saw its
yields increase to daily highs of 9.20% each, 9.35%, 9.53%, 9.50%,
9.67%, 9.70% and 9.75 respectively as activity continued to remain
high. However, demand for 2018 maturities (i.e. 1 April 2018, 15
August 2018 and 15 November 2018) saw its yields dip to daily lows
of 8.50%, 8.60% and 8.65% respectively.

(Source: Dailv FT- 23.10.2015)

Commodity-linked currencies such as Australian and New Zealand
dollars fell on 215 October as Chinese stocks slid, while trade data
from Japan raised the spectre of a recession enveloping the world’s
third-largest economy. The yen eased against the dollar and the
euro after more evidence of the problems plaguing Asian trade
flows, with Japanese exports growing at the slowest pace since mid-
2014 mainly due to weakness in China. That also kept alive chances
of more quantitative easing from the Bank of Japan, perhaps as
early as the end of the month. The Australian dollar, which is used
as a more liquid proxy for Chinese investments because of
Australia’s huge trade links with China, fell 0.5% to $0.7225, while
the New Zealand dollar shed 0.3% to trade at $0.6725.

(Source: Reuters- 22.10.2015)

Fitch affirms ratings on five Sri Lankan banks. Nations Trust Bank PLC
(NTB) has been affirmed at ‘A(lka)’, Pan Asia Banking Corporation PLC
(PABC) at ‘BBB(lka)’, Sanasa Development Bank PLC (Sanasa) at
‘BB+(lka)’, Union Bank of Colombo PLC’s (UB) at ‘BB+(lka)’ and
Amana Bank PLC (Amana) at ‘BB(lka)’. A full list of rating actions is at
the end of this commentary. The ratings are all based on the banks’
intrinsic strengths. The main development affecting their business
profiles is the banks’ initiatives to expand their small franchises. The
banks’ unique business models have led to growth in different areas.
While UB has shifted to larger corporates, the other banks are more
focused on the SME and retail segments.

(Source: LBO- 23.10.2015)

Investors pumped hundreds of millions in new dollars into U.S.-
listed exchange-traded funds tracking emerging markets ahead of
news suggesting central bankers will keep monetary policy loose to
stimulate global economic growth. Fund companies recorded $710
million in net emerging-market fund inflows on Thursday (22"
October) alone, according to FactSet Research Systems Inc, with one
such product posting its largest single-day haul ever. The strong day
advanced a three-week long period of inflows for the emerging-
market funds, which track stocks in China, South Korea, India and a
group of other developing countries. The figure doesn't include a
group of so-called leveraged funds that traders use to amplify bets
on index price moves.

(Source: Economy Next - 23.10.2015)

The Prime Minister, Ranil Wickremesinghe in his capacity as the
Minister of National Policies and Economic Affairs has proposed the
introduction of a National Consumer Price Index (NCPI) to replace the
‘Colombo Consumer Price Index’ (CCPI) and to consider its base year
as 2013 and from November 21, 2015 to declare the proposed NCPI
on the 21st of each month. Though the Colombo Consumer Price
Index which is prepared by the Department of Census and Statistics
for the calculation of changes in the price level and inflation depicts
the price changes in Colombo and its municipal areas, it does not
represent the national level changes.

(Source: Daily News- 23.10.2015)

Starwood Capital Group and Milestone Apartments Real Estate
Investment Trust agreed to buy Landmark Apartment Trust Inc., an
owner of multifamily properties in the southern U.S,, in a deal
valued at $1.9 billion, including debt. A Starwood and Milestone-
owned entity called Monument Partners will acquire the landlord
for $8.17 a share.The transaction marks a change of course for
Richmond, Virginia-based Landmark, which filed for an initial public
offering in May. The decision to scrap the IPO follows a rout in
global markets amid concerns about slowing growth in China and
the potential for an interest-rate increase in the U.S. For many
REITs, properties are valued higher in the private market than
publicly.

(Source: Bloomberg - 23.10.2015)
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GDP and Economy
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e  The GDP of 2014 depicts a steady growth of 7.4% when compared to last year. The Service sector contribution was higher than the agriculture and

industry sectors which was 57.6%.

e  The agriculture sector, industry sector and Service sector real GDP recorded in 2014 (as per the prices in 2002) were LKR. 353,799Mn, LKR.1,132,892Mn

and LKR. 2,019,973Mn respectively.

. Unemployment rate was 4.3% in 2014 compared to 4.4% in the previous year.

GDP Growth
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Debt service indicators improved during 2014. Debt service payments, which include amortization and interest payments declined to 11.0 per cent of GDP in

2014 from 13.4 per cent of GDP in the previous year. The ratio of total interest payments to GDP declined to 4.5 per cent in 2014 from 5.3 per cent in 2013,

mainly due to the decline in domestic interest payments with lower interest rates in the market. Domestic interest payments to GDP declined to 3.4 per cent

in 2014 from 4.1 per cent in 2013.

2011 2012 2013 | 2014
GOVERNMENT DEBT/GDP 78.5 792 783 | 755
(%)
DOMESTIC DEBT/ GDP (%) 42.9 42.7 44.2 43.7
FOREIGN DEBT % OF GDP 35.6 36.5 34.1 31.8
BUDGET DEFICIT/GDP (%) -6.9 -6.5 -5.9 -5.2
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Sri Lanka External Sector

Workers Remittance Trade Performance
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DISCLAIMER:This document is a Research Report available to clients of Kenanga Investment Corp Ltd., The information contained in the document has been compiled from
sources that we believe to be reliable: however we do not hold ourselves responsible for its completeness or accuracy. All opinions and estimates included in this report constitute
of our judgment on the data available to us as at this date and as such are liable to change. Information contained in this document is not and should not be construed as an offer,
or a solicitation of an offer to buy or sell any commodity or security or other financial instruments. Kenanga Investment Corporation Ltd, or its affiliates and/ or its directors,
officers and employees shall not be in any way be responsible or liable for loss or damage which any person or party may sustain or incur by relying on the content of this

document.
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CAPITAL MARKET
ACTIVITIES

IPO — Equity and Debt

Private Placements

Rights Issues

Mergers and Acquisitions

Corporate Syndicated Loan Facilities

PORTFOLIO
MANAGEMENT

Listed Equity
Fixed Income Securities

Kenanga Retirement Plan (KRP)

OUR SERVICES CORPORATE

RESTRUCTURING
1. CAPITAL MARKET ACTIVITIES

2. PORTFOL'O MANAGEMENT e Balance Sheet Restructuring

e Corporate Restructuring

3. CORPORATE RESTRUCTURING

Kenanga Investment Corporation Ltd (KICL) was established in Sri Lanka in 2007 and specializes in

capital markets activities with core strengths in investment banking and fund management. KICL is the KE N ANG A I NVESTM ENT
overseas investment arm of Malaysian listed company K & N Kenanga Holdings Berhad (KNKH), a long CORPORAT'ON LTD

4th Floor Landmark Building,
No 385, Galle Road,
Colombo 03

established financial group in Malaysia with 40 years of collective experience in equity broking.

Web: www.kenangasl.com
Email: info@kenangasl.com

Kenanga

Tel: 011 523 8441
Fax: 011 523 8442
INVESTMENT FOR ALL
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KENANGA RETIREMENT PLAN (KRP)

A smart investment ic

Kenanga Retirement Plan-retirement for any age

Kenanga Investment Corporation Ltd (KICL)-the investment banking and fund
management expert introduces the Kenanga Retirement Plan (KRP), which
affords an opportunity for individuals to invest for their retirement from early on.

Why should a customer choose KRP over other retirement products in the
market? What differentiates KRP from the rest is the flexibility of the plan to indi-
vidual needs. With a structure that delivers maximum convenience to the inves-
tor, KRP allows customers to monitor their portfolios online to maintain the deliv-
erance of a transparent service. As the money is invested in different entities
under the personal name of client, financial market risks can be mitigated, where
the security of the investments are enhanced.

The funds will be invested at the equity or corporate debt markets depending on
the client's preference. This could be structured according to a period desired by
the customer--be it five, ten or 15 years or a period specified by the investor.

INVESTMENT FORALL

AN

INVESTMENT

Plan that will give you
peace of mind durnig

RETIREMENT

A\ N

Investment For All

CONTACT US

4th Floor, Landmark Building,
No. 385, Galle Road, Colombo 03.
Tel: 0094 115 238 441

Fax: 0094 115 238 442

E-mail: info@kenangasl.com
Web Link : www.Kenangasl.com




