
OVERVIEW

INTEREST RATES
Figure 1: Lending Rates 2021-2022

Source: Trading Economics

Sri Lanka’s annual inflation rate increased to 39.10% in May advancing 
from 29.80% in April. In June Sri Lanka’s annual inflation rate was 54.60%. 
Some of the key reasons for the acceleration of inflation are the high 
demand for foreign exchange, supply chain disruptions, sustained money 
printing and the surge in commodity prices internationally. 

Key Takeaway: Headline Inflation could be accelerated in the future due to 
the foreign exchange crisis and political instability in the country. These 
movements are expected to be transitory.

INFLATION
Figure 2: CCPI Headline Inflation 2021-2022

Source: CBSL

The rupee has been depreciating rapidly from February 2022 and in April 1 
US$ was traded at LKR 341.85. In May and June 1 US$ was traded at LKR 
360 and in July it was traded at 361.87. 

Key Takeaway: The artificial rate pegged during the recent past has sudden-
ly given way to a market determined float that witnessed a 78.9% deprecia-
tion in the LKR from February 2022 to July 2022.

EXCHANGE RATES
Figure 3: Exchange Rate (LKR/USD) 2021-2022

Source: Sri Lanka Tourism Development Authority (SLTDA)

Data illustrates that the total number of tourist arrivals to Sri Lanka in April 
2022 was 62,980, 30,207 in May and 32,856 in June. From January to 
June, 411,377 international tourists visited Sri Lanka. As of June, the 
majority of tourists were from Canada, France, Germany, India, the United 
Kingdom and the United States of America.  Regionally,  47% were from 
Europe, 37.7%  from Asia and Pacific, 12.3% from the Americas, 2.4% from 
the Middle East and 0.6%  from Africa.
Key takeaway: The number of tourists visiting Sri Lanka has decreased 
significantly due to the current economic and political situation in the 
country.

TOURISM

Reserve funds decreased in the 4th week of June compared to the 3rd week of June. This is mainly due to the decrease in currency in circulation. The total 
outstanding market liquidity was in deficit by Rs. 619.196 billion by the end of June, compared to a deficit of Rs. 629,000 billion at the end of the  3rd week 
of June. During the three months ending March 2022, Government revenue increased to Rs. 446.8 billion compared to Rs. 365.4 billion recorded in the 
corresponding period of 2021. The AWPR for the last week of June 2022 increased by 100 bps to 22.27% compared to the 3rd week of June. Sustained 
money printing, high demand for foreign exchange and the decrease in supply, has increased inflation for the month of June to 54.60%. Meanwhile, the US 
dollar was traded at 261.87 in June. Tourists arrivals have increased in June compared to the previous month.
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Sources: CBSL, global-rates.com

*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 
Data illustrates that the AWPR has increased from 16.38% in April to 21.12% 
in May. It has further increased to 22.27% in June 2022. The AWLR  
increased to 11.31% in April from 10.35%. Global interest rates (LIBOR) 
have increased from 1.18% to 2.17% in April. In May, LIBOR was 2.78% and 
3.56% in June.

Key Takeaway: Market interest rates have increased, reflecting the 
passthrough of tight monetary conditions and most market lending rates 
have adjusted upwards.



The Colombo Stock Exchange dropped by 14.37% at the end of April 2022. In May there was a gain of 6.35% and in June the Colombo Stock Market dropped 
by 9.44%. Domestic and Foreign turnover witnessed a downward trend in April and July compared to an upward trend in May. In June Domestic turnover 
was LKR 21,635 million and Foreign turnover was LKR 1,309 million.

SHARE MARKET
Figure 5: Change in ASPI (M-o-M) 2021-2022 Figure 6: Turnover Equity Domestic vs. Foreign (Rs Mn) 

2021-2022

Manufacturing - The data illustrates that the Manufacturing PMI 
showed a decrease of 21.40% in April and an increase of 13.90% in 
May. In June 2022 there was a decrease of 6.20%.  It also decreased 
in April but increased in May by a significant amount compared to 
previous months. 

The data show that the Service PMI dropped by a significant amount 
in April compared to March. The Service PMI shows a 7.50% drop in 
April. It  dropped in May as well, but very slightly compared to April. In 
May, the  Service PMI showed a drop of 1.40% and 2.10% in June.

Key Takeaway: New Orders declined especially in manufacturing of 
food mainly due to  the deterioration of the purchasing power amidst 
the high inflationary environment. Many export oriented companies 
received few orders from foreign buyers due to the fragile economic 
and political situation of the country. New businesses declined further 
in June 2022 compared to May 2022. Due to the fuel shortages, 
activities in the service sector further declined.

PRODUCTION
Figure 7: Purchasing Managers’ Index (PMI) 2021-2022

Source: CSE Source: CSE
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Source: CBSL

Secondary market yield curve displays unprecedented spike in April 
Cabinet nods 40 year tax holiday to woo FDI 
Producer price inflation hits new all-time high of 52.4% 
Economy contracts 1.6% in first quarter
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