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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 2021 to 31st December 2021. 

The Net Asset Value per unit of your Fund depreciated by 5.22% during the period. 

Economy  

The Sri Lankan Economy witnessed a growth of 4.4% during the nine months period of January to September 
2021 as opposed to a contraction of 5.4% for the same nine months period in 2020 (base year=2010). This was 
due to successful COVID-19 vaccination programme and relaxed mobility restrictions in the country. Sector 
wise, Industry expanded 6.8%, Services by 2.7% and Agriculture by 5.3% within Jan-Sep 2021. 

                         
Figure: 1 - (Source: CBSL)  

Annual Average Inflation (Figure:1) 
measured by the CCPI, which was at 4.3% 
at the beginning of the year decelerated to 
3.9% in May and then gradually 
accelerated during the remaining period 
and closed the year at 6% as at end 
December 2021.  

 

Market interest rates (Figure:2) surged up during 
the year. The benchmark 12-month Treasury bill 
rate which was at 5.05% p.a. at the beginning of the 
year increased gradually in an effort to ease off the 
pressure on inflation and exchange rate.  The rates 
rose by 319 basis points, to close at 8.24% 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 4.53% and 6.05% p.a. The 
exchange rate which was at 185.3906 (Rs/US$) at the beginning of 2021, depreciated by 8.1% to 200.4338 
(Rs/US$), as at end December 2021.   

Central Bank key policy rates were changed during the year. In 2021 the Bank reduced the Statutory Reserve 
Requirement (SRR) for Commercial Banks by 200 bps. The Standing Deposit Facility Rate (SDFR) and Standing 
Lending Facility Rate (SLFR) were raised by a total of 50 bps. The SDFR and SLFR at the end of the year were 5% 
and 6% respectively, while the SRR was 4%. 

 

Fund Performance  

The Net Asset Value per unit of your Fund depreciated by 5.22% owing to heavy redemption and increasing 
expenses of the Fund during the period under review. The Fund generated Rs 101.48 million as net operating 
profit before taxes during the period. The Fund was mainly invested in a mix of Treasury bills, Repurchase 
Agreements with maturities less than 12 months.  



Future Outlook  

The global coverage of successful vaccination programme against the Covid 19 pandemic and relaxed mobility 
restrictions delivered gratifying results with the regaining of economies in countries. Albeit the recovery of 4.4% 
recorded in Sri Lanka for the period of January-September 2021, the disturbance in domestic and global 
economic activities would slow down the Sri Lankan economic growth in 2022.  
 
The supply chain disruptions, rising commodity prices on account of surge in crude oil prices, and geopolitical 
tensions as a consequence of Russia's invasion of Ukraine and related sanctions would trigger geopolitical 
realignment and have a ripple effect on the interruption of global recovery. Despite these global issues, Sri 
Lanka has many challenges to be addressed in order for the economy to rebound in 2022 and beyond, which 
includes accelerated inflation due to disruptions in power and supply chains, the volatile financial market, 
unfavorable balances in both trade and fiscal accounts, upgrading country’s sovereign rating, looming debt 
repayments, contraction of foreign reserves, current instability in political front, introduction of price formulas 
for fuel and electricity and faster implementation of several vital reforms like converting loss making SOEs to 
positive contributors. 
 
Currently, the inflation is at an accelerated trend chiefly as a result of supply side interruptions. We would 
expect inflation to rocket in the short term and then, slow down in medium term with the executing of 
corrective measures to address the disruptions in supply side. After floating the currency, a heavy depreciation 
of rupee against USD was witnessed in the market. The momentum will continue till the economy attracts more 
worker remittances and foreign dollar inflows with an aim to build up healthy foreign reserve position, which 
mostly address the supply side disturbance and would help to cushion the inflationary pressure in the economy.  
 
The market interest rates are expected to climb up further and stabilize at a moderate level without 
discouraging the credit growth in the economy as it is crucial to enhance the economic activities in the long 
term. This would ease off the pressure on hyper-inflation and heavy depreciation of rupee against dollars. The 
rising interest rates would be beneficial for the Fund. At present, Sri Lanka has already commenced the process 
of obtaining the assistance from IMF in an effort to reschedule the debt payments and boost the foreign 
reserves of the country. Taking 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  
23rd March 2022 
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