
PRODUCTION

Manufacturing 
Manufacturing Purchasing Managers’ Index (PMI) increased further in July 2021 recording 
an index value of 57.8 with an increase of 7.4 index points,  compared to June 2021 This 
was mainly attributable to the increases observed in Employment, New Orders, Production 
and Stock of Purchases sub-indices. 

Services 
Signalling a further expansion of Services activity, Services PMI increased further to an 
index value of 55.7 in July 2021. This increase was driven by the increases in new business-
es, business activity, backlogs of work and expectations for activity

Key Takeaway: Expectations for business activities for the next three months continued to 
increase in July with the gradual normalisation of economic activities. However, 
expectations of some respondents were rather pessimistic as per the fast spread of the 
third wave of COVID-19, import restrictions, delays in opening of letters of credit and 
increase of input costs.

OVERVIEW

INTEREST RATES

Most market interest rates have reached low levels resulting in the expected acceleration in credit flows to the private sector. Possible upside 
pressures on inflation are being addressed through pre-emptive policy measures. Measures are being taken by the Government and the Central 
Bank to secure foreign financing from several sources, in order to reinforce the level of official reserves in the near future.  Colombo bourse 
suffers sharp dip over worsening COVID situation, Purchasing Managers' Indices for both Manufacturing and Services activities expanded. 
Tourist arrivals up for third consecutive month in July.

Figure 1: Lending Rates 2021

* LIBOR rate for month end
** AWPR: Average Weighted Prime Lending Rate - The weighted average of the rate at  
 which commercial banks have lent to their best customers.
*** AWLR: Average Weighted Lending Rate

Global interest rates (LIBOR) dipped to 0.24 from 0.23. The AWLR continued its downward 
trend to 9.50 per cent at the end of July 2021. However, the AWPR increased by 25 basis 
points to 5.76 from 5.51 per cent in July. Supported by the low interest rate environment, 
credit to the private sector expanded notably during the first half of 2021, surpassing the 
annual expansion of credit observed in 2019 and 2020.

Key Takeaway: The momentum of credit expansion is expected to continue in the period 
ahead, with increased credit flows to productive and needy sectors of the economy.

Sources: CBSL, global-rates.com

INFLATION
Figure 2: CCPI Headline Inflation 2021

The Inflation Rate in Sri Lanka increased to 5.70 per cent in July from 5.20 per cent in June 
of 2021. Inflation, which remained moderate during early 2021, accelerated somewhat in 
recent months due to high food inflation and some acceleration in non-food inflation. 
Inflation is projected to hover around the upper bound of the desired 4-6 per cent target 
range in the near term. 

Key Takeaway:  The envisaged improvements in aggregate demand conditions and the 
likely increases in global energy and other commodity prices, may generate some 
inflationary pressures in 2022, requiring preemptive policy measures to ensure the 
maintenance of inflation in mid-single digit levels over the medium term.

Source: Trading Economics

EXCHANGE RATES
Figure 3: Exchange Rate (LKR/US$) 2021

The LKR further depreciated against the greenback during July. Limited conversion by 
exporters and the advancing of imports together with some speculative activity, prompted 
by anomalies between interest rates on the rupee and foreign currency products in the 
financial market, exerted undue pressure on the exchange rate in the domestic market.

Key Takeaway: The Government continue to aggressively explore avenues to enhance 
non-debt creating foreign inflows, by strengthening the domestic production economy, 
which would help strengthen the external sector in the period ahead.

Source: CBSL
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Figure 4: Purchasing Manager’s Index (PMI) 2021

Sources: CBSL, global-rates.com
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Figure 5: : Change in ASPI (M-o-M) 2021

The Colombo bourse declined to 3.61 per cent due to continued foreign selling amid the global market turmoil fuelled by COVID-19 fears. Domestic and foreign turnover witnessed an 
upward trend. Transportation, Commercial & PR and Consumer Service were the top 3 gainers for the month while Energy, Telecommunications and Banks lost ground the most. 

Key Takeaway: Continuous gains in the All Share Price Index (ASPI) leading to some profit, taking in selected leading counters and the surge in the number of COVID patients and death 
rates, seem to have led to some panic selling in the market. 

Source: CSE

Source: CSE

Figure 6: Turnover Equity Domestic vs. Foreign (Rs Mn) 2021

Sources: CBSL, global-rates.com

NEWS HIGHLIGHTS

TOURISM

SHARE MARKET

Figure 7: Tourist Arrivals 2021

The total number of international tourist arrivals to Sri Lanka during July 2021 was 
2,429. The total number of visitors to the country for the first seven months was 
19,337. Following the steep decline witnessed in April, the number of tourist arrivals is 
now on an upward trajectory. The numbers have increased, marginally, for the third 
consecutive month.

Key Takeaway: According to the SLTDA, the improvement in international arrivals is 
largely due to factors such as vaccination programmes around the world, softer 
restrictions for vaccinated travellers and growing consumer confidence. 

Source: SLTDA
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DISCLAIMER:  This report is provided for information purposes only. The information contained in this report has been compiled with great care,  using publicly available information from various sources. Any strategic decisions based 
on this should be made only after detailed analysis by the prospective reader.
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Sri Lanka Tourism attracts over US$ 950 mn investments despite pandemic  

Sri Lanka shares gain on buying spree; Covid concerns cut volume 

Sri Lanka hikes de facto policy rate by 05bp for second time 

China Development Bank extends RMB 2,000 mn Term Facility to Sri Lanka
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http://dailynews.lk/2021/08/19/business/257025/china-development-bank-extends-rmb-2000-mn-term-facility-sri-lanka
https://economynext.com/sri-lanka-hikes-de-facto-policy-rate-by-05bp-for-second-time-84917/
https://dailynews.lk/2021/08/10/business/256185/sri-lanka-tourism-attracts-over-us-950-mn-investments-despite-pandemic
https://economynext.com/sri-lanka-shares-gain-on-buying-spree-covid-concerns-cut-volume-85038/

