
Sources: Central Bank of Sri Lanka (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 22.27% in June to 
24.94% in July as part of an upward trend that has been witnessed since 
February this year when the rate was at 8.99%.  Concurrently, global interest 
rates (LIBOR) have increased from 1.18% in February to 3.56% in June 
2022. But then again, the rate declined to 2.39% in August 2022.

Key Takeaway: Market interest rates have increased, reflecting the 
passthrough of tight monetary conditions. In response to the tight monetary 
and liquidity conditions, most market lending rates have adjusted upwards
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INTEREST RATES
Figure 1: Lending Rates 2021-2022

Source: Trading Economics

Sri Lanka’s annual inflation rate increased to 60.80% in July YoY. The huge 
spike in the rate was significant since April, where the CCPI grew to 29.8% 
in April from 18.70% in March. Some of the key reasons for acceleration of 
inflation are the high demand for foreign exchange, currency devaluation, 
supply chain disruptions, sustained money printing and the surge in 
commodity prices internationally.

Key Takeaway: Headline inflation could accelerate further in the future 
due to foreign exchange volatility and/or political instability in the country, 
although these movements are expected to be transitory.

INFLATION
Figure 2: Colombo Consumer Price Index (CCPI) Headline 
Inflation 2021-2022

Source: CBSL

The rupee has been depreciating rapidly since February 2022. In April the 
USD/LKR exchange rate stood at 341.85 and was at 362.91 as at 12 August 
2022.  The sharp collapse of the currency can be attributed to failed 
attempts by the previous Governor of the Central Bank to artificially hold the 
currency at around LKR200 per 1USD. 

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

Figure 4: Tourist Arrivals up to July 2022

Source: Sri Lanka Tourism Development Authority (SLTDA)

After a consistent drop of tourist arrivals since March, there was a signifi-
cant rise in July 2022, totaling 47,293. The United Kingdom (UK), India, 
Germany followed by France and Canada were the largest source markets. 
The UK being the largest source of tourists accounted to 20% of the total 
arrivals in July. India and Germany accounted for 13% and 8% respectively 
while France and Canada both accounted for 7% of the total traffic record-
ed.  The data for August shows 16,000 arrivals in the first 11 days. 

Key takeaway: The number of tourists visiting Sri Lanka has decreased 
significantly since March due to the ongoing economic and political 
situation in the country. In addition, the spillovers of the war in Ukraine are 
also having a negative impact on arrivals as both Russia and Ukraine were 
top ten source countries for visitors. 

TOURISM

During the year up to 12 August 2022, the Sri Lankan rupee depreciated against the US dollar by 44.5 per cent. Given the cross currency exchange rate 
movements, it also depreciated against the Indian rupee by 40.6 per cent, the Euro by 39.0 per cent, the British pound by 38.4 per cent and the Japanese 
yen by 35.6 per cent. Reserve money decreased compared to the first week of August mainly due to the decrease in the currency in circulation and deposits 
held by the commercial banks with the Central Bank. The total outstanding market liquidity was a deficit of Rs. 601.878 bn by the end of the second week 
of August, compared to a deficit of Rs. 607.612 bn by the end of last week. The weekly AWPR for the week ending 12 August 2022 increased by 153 bps 
to 25.31 percent compared to the previous week.

By 12 August 2022, the All Share Price Index (ASPI) increased by 8.33 per cent to 9,027.48 points and the S&P SL 20 Index increased by 12.60 per cent to 
3,072.01 points, compared to the index values of last week. Meanwhile, Sri Lanka’s annual inflation rate increased to 60.80% in July Year-on-Year (YoY). On 
a positive note, after a consistent drop of tourist arrivals since March, the number of arrivals had a significant rise in July 2022, totaling 47,293.  During the 
first 11 days of August, a further 16,000 visitors had arrived on the Island’s shores, spurring hopes of a long-term recovery. 
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After a drop of 9.44% in June, the ASPI rose to 17% M-o-M as of 12 August 2022. 
A consistent drop in the ASPI was seen in the period of February to June, except in May, where there was a growth of 6.35%. In July, it picked up by 5%.
In relation to equity, domestic and foreign turnover witnessed a downward trend from May to July. In May, the domestic and foreign turnover was Rs. 28,629 
Mn and Rs. 1,328 Mn, respectively. In July it declined further to Rs. 19,325 million and Rs. 1,268 million.

SHARE MARKET
Figure 5: Change in All Share Price Index (ASPI)  
Month-on-Month (M-o-M) 2021-2022

Figure 6: Turnover Equity Domestic vs. Foreign (Rs Mn) 
2021-2022

Manufacturing - The data illustrates that the Manufacturing PMI 
shows 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 Increased in May 
by a significant amount compared to previous months. 

The data shows that the Service PMI dropped by a significant amount 
in April compared to March. It shows a 7.50% drop in April. It dropped 
in May as well, but the drop is minor compared to April. In May and 
June  the drop was 1.40% and 2.10% respectively.

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

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

Source: Colombo Stock Exchange (CSE)

Source: Colombo Stock Exchange (CSE)
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Sri Lankan President orders to strictly limit government expenses
Inflation in Sri Lanka will hit 70%, says central banker
Sri Lanka rejects bids for 2025 bonds, some 2029 bonds sold
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