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Resilient Open Market Economy — Back to Normalcy

Monetary and Financial Sector Developments




Market perceptions are extremely positive with many analysts turning bullish on Sri Lanka
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Post conflict, the Colombo Stock Exchange has rallied across the board since April 09 and is amongst the best performing

national stock exchanges globally

International investors have purchased Sri Lankan Government securities amounting to US$ 1,315mn from May to 11

September 2009
Sri Lanka Development Bonds (SLDB'’s) offers oversubscribed and yeilds tightened continuously

US$ 500 Sovereign Bond offering in October 2009 oversubscribed more than thirteen times

Private remittance inflows have increased significantly post the conflict, leading to an appreciation of exchange rate and
significant jump in forex reserves
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Real GDP growth (% change)

7.7 -
6.2 '
5.4 60
. I I I ]

2004 2005 2006 2007 2008 2009F

Resilient GDP growth (US$bn)

2005 2006 2007 2008 2009F

Source: Central Bank of Sri Lanka

) Source: Department of Census and Statistics
CAGR - Cumulative Average Growth Rate Central Bank of Sri Lanka

Contained budget deficit (% of GDP) Low unemployment rate (%)

15.9

2005 2006 2007 2008 2009E 1990 2000 2004 2005 2006 2007 2008 2Q2009

Source: Central Bank of Sri Lanka

Source: Central Bank of Sri Lanka

Sri Lanka’s economy has exhibited strong resilience despite the recent global economic downturn

The new peaceful environment is expected to be a strong catalyst for sustainable growth in the future
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GDP per capita (US$) — Peer comparison Development efforts have resulted in rapid growth in

GDP per capita
2,246 2,014 1866 1783

One of the highest GDP per capita amongst peer
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Poverty has declined significantly and regional
disparities are easing
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Exports by value (US$mn) Exports by categories (2008)
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Sri Lanka’s exports grew, on average, by close to 10% over the last 6 years facilitated by enhanced market
access at bilateral, regional and multilateral levels

Earnings from tea exports, which surpassed the US$1bn benchmark in 2007, are expected to record US$2bn in a
few years

The apparel sector in Sri Lanka has acquired a number of strengths over the years and has a reputation of being
a reliable supplier of high quality products to world renown brands




Cumulative workers’ remittances less trade deficit ( usSs$mn)
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The trade deficit decreased by 57.2% to US$ 1,512mn during Jan — July in 2009 from US$ 3,531mn in 2008

Workers’ remittances, reached US$ 1,903mn during Jan — July in 2009, compared to US$ 1,769mn in 2008

As a result, remittances were US$ 391mn (about 26%) in excess of the trade deficit




Growth in broad money and inflation Contribution to year-on-year inflation
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In 2008, the Central Bank modified its quarterly reserve money targeting approach by basing it on the quarterly
averages of daily reserve money to ensure a more disciplined growth

This has been successful in dampening inflationary pressures in the economy




Fiscal balance (% of GDP) Total debt (% of GDP)
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Government focused on increasing revenue and rationalizing recurrent expenditure with the aim to bring down
budget deficit to 5% (as a % of GDP), by 2011

As the crisis unfolded, revenue collection ended up below targets; Government responded by cutting recurrent
expenditure and reducing capital spending, ensuring overall deficit in 2008 remains on par with the 2007 level

Total debt as a % of GDP has consistently declined







Economic contribution from conflict affected area
was considerably low...

Gross domestic product by province (2008) Medium term growth projections (%)
_ Reclaimed area: 6.5 7.0

8% share of GDP 6.0

North Central 5%
Uva 5%

Central 10%

Western 45%
Sabaragamuwa

6%

2009 2010 2011 2012
Southern

0,
11% North Western Source: Central Bank of Sri Lanka
10%

Source: Central Bank of Sri Lanka

There is a huge scope for policy intervention to enhance regionally-balanced economic growth

The post conflict environment and the gradual recovery of the global economy will provide enhanced

prospects to the entire country, with the Northern and Eastern provinces having the best ever opportunities to
grow faster

Post the ceasefire agreement in 2002, the Northern and Eastern regions witnessed a significant jump in GDP
growth

Official forecasts for economic growth have been revised upwards post the conflict



Conflict affected areas have vast untapped
potential to grow...

Expected impact of recent developments
Better intra-regional flow of goods & services

Enhanced tourism and investment

Services and Manufacturing sectors taking root in the former conflict areas on the back of Government’s
development programmes

Eastern province has vast untapped natural resources
Natural harbour in Trincomalee
Large stretches of beautiful beaches and ecological conservation areas
Untapped productive agricultural crop land with low population density
Livestock and fishery resources can be developed substantially

“Nagenahira Navodaya” (Eastern Resurgence) Programme is being implemented to boost investments in infrastructure



Potential Investment Areas in the Newly Liberated
Northern and Eastern Provinces

Industrial Sector
Resuming operation of Elephant Pass salten
Resuming operation of Kankesanthurai Cement Factory
Resuming operation of Paranthan Chemical Factory
Resuming operation of Kanthalai Sugar Factory
Modernizing Valachchenai Paper Mill.
Establishment of factories for milk based products
Establishment of boat building Company for deep sea fishing
Establishment of Ice Plants

Establishment of garment factories by utilizing labor force in the Northern and Eastern Provinces.

Agriculture and Agro Processing Agriculture and Agro Processing
Establishment of fresh vegetables and fruits exporting company
Establishment of fresh fish exporting company

Establishing cooling rooms



Potential Investment Areas in the Newly Liberated
Northern and Eastern Provinces

Service Sector
Transport
Construction
Banking & Other Financial Services
Telecommunication

IT and BOP Related Services

There is a market for IT services with the expansion projects of Telecommunication, Banking and
Finance and Insurance Services in the Northern and Eastern Provinces.

Investment on BPO is another opportunity due to the increasing financial & accounting services,

investment research, and engineering activities in the above mentioned newly liberated provinces.

Education and Skill Development
Establishment of foreign University branches for school leavers
Establishment of Professional Study Centers
Establishment of Institute for English Courses for Business

Establishment of Institutions for IT and Skill Development



Potential Investment Areas in the Newly Liberated
Northern and Eastern Provinces

Township, Housing & Private Hospitals

Apartment Complexes with modern amenities to attract foreigners and Sri Lankan diasporas
Establishment of Private Hospitals with all facilities

Establishment of high-quality Day-Care Centers with educational facilities all over the country.

Establishment of international standard Nursing Homes for elderly and disable people

Sports & Entertainment

Sports Complex and Playground for International Games

Leisure entertainment parks

Developing small beaches for local entertainment



A coordinated effort would be needed to exploit the
potential and explore benefits for the bettermento  f the Sri

Lankans.



Fast Track the PROSPERITY with
UNITY.




