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*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 increased from 26.16% in September to 
26.56% in October. This is 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. After a dip in July, LIBOR picked up slightly again and rose to 
3.17% as of 31 October 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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Figure 1: Lending Rates 2022
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After a continuous rise in inflation, October recorded a marginal dip by 4 
percentage points than the recorded 69.8% in September. Inflation 
counted to 66% Y-o-Y in October. The reason is believed to be the price 
reduction of fuel twice this month which accounted to a 20% reduction in 
prices. Meanwhile, food inflation also came down to 85.6% in October 
after the record high level of 94.9% reported in September.

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: CCPI and NCPI Headline Inflation 2022

Source: CBSL

The rupee has been depreciating rapidly since February 2022, while in 
October the USD/LKR stood at 363.15. In the period between January to 
October 2022, the Sri Lankan rupee depreciated against the US dollar by 
79.4%. Given the cross-currency exchange rate movements, the Sri Lankan 
rupee also depreciated against the Indian rupee by 62.96%, the Euro by 
60.98%, pound sterling by 55.98% and the Japanese yen by 47.06% during 
this period.

Key Takeaway: The artificial rate pegged during the recent past has sudden-
ly given way to a market determined float that witnessed a 79.4% deprecia-
tion in the LKR from February 2022 to October 2022. 

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

Figure 4 : Tourist Arrivals up to October 2022

Source: Sri Lanka Tourism Development Authority (SLTDA)

After a significant rise in tourist arrivals in July (47,292), the numbers were 
shown to be gradually declining over the following months from August 
and September. However in October, 42,026 tourist arrivals were recorded.

In the month of October, India topped the list of  tourist traffic to the 
country accounting to 21% of the total arrivals followed by Russia (15%) 
and United Kingdom (10%) 

Key takeaway: Negative publicity spilled by International NGOs has been 
the key to the reduction of the number of arrivals despite the political and 
economic environment showing some improvement and less volatility 
than what was witnessed in May and April. 

TOURISM

During the year up to 31 October 2022, the Sri Lankan rupee depreciated against the US dollar by 79.4%. Given the cross-currency exchange rate 
movements, the Sri Lankan rupee also depreciated against the Indian rupee by 63%, the Euro by 61%,  pound sterling by 56% and the Japanese yen by 47% 
during this period.

According to the Colombo Consumer Price Index (CCPI) for the first time in 12 months, inflation in Sri Lanka went down to 66% in October from 69.8% in 
September Y-o-Y. Meanwhile, food inflation moderated to 85.6% in October after reaching a record high level at 94.9% in September. World Bank reports 
revealed that Sri Lanka ranked fourth in the world in terms of nominal food inflation between September 2021 to August 2022, at 91% Y-o-Y The country 
ranked third in terms of real food inflation, with a rate of 30% Y-o-Y. 

Reports from the Sri Lankan Development Authority (SLTDA), indicate that there were 42,000 tourist arrivals in October which was a big rise after a continu-
ous reducing trend. The highest number of tourist arrivals for this year was recorded in the month of March and amounted to 106,500.  

The foreign reserves of Sri Lanka rose to USD 1,717 million in September 2022 from USD 1,657 million in August. There have been 568,258 tourist arrivals 
since the start of this year to 31 October 2022.
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All Share Price Index (ASPI) rose to 17% in August from July. In September it raised at 10% M-o-M.  A consistent drop of ASPI was seen in the period from 
February to June, except in May, where there was a growth of 6.35%. In July, it  started to pick up by 5%.
Equity Turnover - Domestic and Foreign Turnover.

Despite the downward trend from May to July, the domestic turnover rose to 73,213 in August from 19,325 in July. The figure in September stood at 84,776. 
The foreign turnover was 10,983 for the month of September.

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

(Rs Mn) 2021-2022

Manufacturing - Manufacturing Data illustrates that the Manufacturing 
PMI shows an increase from July to August (by 8.2 points) with a signifi-
cant dip by 7 points to 42.6 in September. The PMI dropped to a record low 
of 36.4 points in April this year. 

The Services PMI picked up from the month of June which had increased 
by 11.4 points in between the period of June to August, while the index 
dropped to 51.2 in September 2022.

Key Takeaway: New Orders declined especially in manufacturing of food & 
sector mainly due to the deterioration of purchasing power amidst  high 
inflationary environment. Many export oriented companies received a 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. Due to fuel shortages, activities in the service 
sector further declined. The recent increasing trend could be due to the 
improved fuel availability on a month-on-month basis and the increasing 
levels of employment mainly in the textile and apparel sector which 
frequently suffered by a loss in  the labourforce. The increase reported in 
the Stock of Purchases mainly due to higher activity levels anticipated in 
the coming months and slightly improved foreign exchange availability in 
the market allowing to open letters of credit to import material are causes 
for this increasing trend.

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

Source: Colombo Stock Exchange (CSE) Source: CSE
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Sri Lanka Inflation Slows for First Time in Year in October
China to support proposed debt treatment process of Sri Lanka
New income tax rules on individuals from Dec., not Oct.
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https://www.bloomberg.com/news/articles/2022-10-31/sri-lanka-inflation-eases-for-first-time-in-year-in-october
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https://www.ft.lk/front-page/New-income-tax-rules-on-individuals-from-Dec-not-Oct/44-741733

