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CEYBANK GILT EDGE FUND (A SERIES) - Annual Report 2022 

REPORT OF THE MANAGER  

We have great pleasure in presenting the Manager’s Report and Audited Accounts of the Ceybank Gilt Edge 
Fund (A Series) for the period 1st January 2022 to 31st December 2022. 

The Net Asset Value per unit of your Fund appreciated by 18.85% during the period. 

Economy  

The Sri Lankan Economy witnessed a contraction of 7.8%YoY during the year 2022 against the expansion of 
3.5%YoY for the year 2021 (base year=2015). This setback was recorded in all three sectors owing to economic 
crisis in the country driven by hyper-inflation and the severe scarcity of essential items including food, fuel, 
electricity, and medicine, etc. coupled with the deterioration of foreign reserves and currency. Sector wise, 
Industry slumped 16%, Services by 2% and Agriculture by 4.6% within 2022. 

                         
Figure: 1 - (Source: CBSL)  

Annual Average Inflation (Figure:1) 
measured by the CCPI, which was at 6.9% 
at the beginning of the year accelerated to 
46.4% at end December 2022 chiefly as a 
result of supply side interruptions, tax 
adjustments, currency depreciation and 
removal of price controls.  

  

 

Market interest rates (Figure:2) surged up during 
the year. The benchmark 12-month Treasury bill 
rate which was at 8.39% p.a. at the beginning of the 
year was increased gradually in an effort to ease off 
the pressure on inflation and exchange rate.  The 
rates elevated by 2088 basis points, to close at 
29.27% p.a. at the end of the year. Long term 
Treasury bond yields also moved in tandem with 
the Treasury Bills during this period.  

 

 

Figure: 2 - (Source: CBSL)

Overnight repo market rates recorded an upward trend and traded within a range of 5.9% and 15.5% p.a. The 
exchange rate which was at 200.43 (Rs/US$) at the beginning of 2022, depreciated by 81.2% to 363.11 (Rs/US$), 
as at end December 2022.   

Changes in Central Bank key policy rates during the year, included an unexpected 700 bps rate hike in April. 
During the year both Standing Deposit Facility Rate (SDFR) and Standing Lending Facility Rate (SLFR) were raised 
by a total of 950 bps. The SDFR and SLFR at the end of the year were 14.50% and 15.50% respectively, while the 
SRR was 4%. 

 

Fund Performance  

The Net Asset Value per unit of your Fund appreciated by 18.85% during the period under review. The Fund 
generated Rs 368.12 million as net operating profit before taxes during the period. The Fund was mainly 
invested in a mix of Treasury bills and Repurchase Agreements with maturities less than 12 months.  



Future Outlook  

Amidst the rise in systematic risk of downturns in world economies owing to tight financial controls adopted by 
Central Banks around the world due to inflationary pressures and geopolitical tensions in Eastern Europe, the 
Sri Lankan economy is expected to record a contraction of 3%-4%YoY in 2023E due to the instability in macro 
fundamentals in the domestic economy, including deteriorating foreign reserves due to consecutive sovereign 
downgrades, contraction in private sector credit disbursements owing to elevated market interest rates, 
anomalous rise in inflation stemmed from domestic and global supply side disruptions, and twin deficits in fiscal 
account and external current account, etc. However, the economy in the country is anticipated to witness a 
recovery and return to normalcy in 2024E with the implementation of structural reforms in the country in 2023 
as per the agreement on an Extended Fund Facility (EFF) Arrangement of about USD2.9Bn with the International 
Monetary Fund (IMF).  
 
In line with the enacting of reforms in IMF-EFF Agreement, the CBSL raised policy rates on 03rd March 2023 in 
order to lower the spread between policy interest rates and high market interest rates. We expect interest rates 
to decline further to narrow the spread with a view to ease the debt restructuring process. Despite the lagged 
effect, we expect the lending and deposit rates to slowly stabilize at a moderate level in the medium term in 
line with the declining market interest rates to retrieve the economic activities in the country. Accordingly, the 
decelerated trend in Private sector credit disbursement due to high cost of borrowing and low disposable 
income would reverse with the stabilizing of lending rates. 
 
Due to the execution of some measures including price controls, favourable supply side developments due to 
uninterrupted fuel supply on quota system and removal of import ban on some items we would expect a 
gradual decline in inflation during the latter part of the year. With the Flexible Exchange Rate strategy adopted 
by CBSL as per the reforms of IMF-EFF, the successful completion of IMF-EFF in March 2023 and building up a 
healthy foreign reserve position against the looming external debt repayments, a moderate currency 
depreciation can be anticipated during the year.  
 

By considering these factors into account, the Fund is currently invested in short term Treasury bills and 
Repurchase Agreements. The objective of the Fund is to provide liquidity and maximize returns for the investor. 
The Managers will continue to monitor the changing environment to address any change required in the asset 
allocation in order to meet the Fund objective.  

 

Management  

We take this opportunity to thank our valued unit holders for the confidence placed in us, which has been a 
great source of encouragement. We believe we will be able to provide a consistent return to the unit holders. 
We also place on record our appreciation for the unstinted support and cooperation extended by the Securities 
and Exchange Commission of Sri Lanka, the Trustee, National Savings Bank and Custodian Bank of Ceylon.  

Our sincere appreciation is also due to the stakeholders and the Board of Directors for their support. Our 
achievements would not have been possible without the skills and commitment of the Management Team. We 
take great pleasure in thanking them for their contribution and dedication throughout the year and look 
forward to their support in the coming year too.  

 

SGD 
Kanchana Karannagoda 
Fund Manager  
March 2023 
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