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Dear Investor,  

We take pleasure in presenting the Annual Report of the CT CLSA High Yield Fund for the year ended 31st 

March 2024. 

The Net Asset Value per unit of your Fund appreciated by 20.77% during the financial year ended 31st 

March 2024 (FY24) compared to a gain of 11.74% during the twelve months ended 31st March 2023. 

Resultantly, the Net Asset Value per unit as at 31st March 2024 was at LKR 17.2 

 

Economic Review 

 

The Sri Lankan economy continued to regress in 2023 despite a second half recovery which stemmed 

from a low base and the accommodative monetary policy stance adopted by the Central Bank of Sri 

Lanka from June 2023. Resultantly, the Sri Lankan economy recorded a contraction of -2.3%2 in 2023 

compared to the decline of -7.8%2 recorded in the preceding year. Despite the overall weakness, the 

Agriculture sector marked a growth of +2.6%2 in the year ended 31 December 2023 whilst the Industry 

and Services sectors contracted by -9.6%2 and -0.2%2, respectively.  

 

  2021 2022 2023 

  % Growth  % of GDP % Growth  % of GDP % Growth  % of GDP 

Agriculture 0.9 8.8 -4.6 8.7 2.6 8.3 

Industry 5.7 30.0 -16.0 30.3 -9.6 25.6 

Services 3.5 55.6 -2.0 56.1 -0.2 59.9 

GDP 3.7 -7.8 -2.3 

 
Source: Statistics Department 

As per the World Economic Outlook (WEO) of the International Monetary Fund (IMF), global growth is 

projected to continue at 3.2%3 for the year ended 2024 and 2025, at the same pace as in 2023, with 

growth in developed markets seeing an upward revision whilst growth in emerging and developing 

markets is projected to slow down.  
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Interest Rate Environment 

  Mar-23 Jun-23 Jul-23 Aug-23 Oct-23 Nov-23 Mar-24 

SDFR (%) 15.5 13.0 11.0 11.0 10.0 9.0 8.5 

SLFR (%) 16.5 14.0 12.0 12.0 11.0 10.0 9.5 

SRR (%) 4.0 4.0 4.0 2.0 2.0 2.0 2.0 

                                                                                  
Source: CBSL 

 
 

The Central Bank of Sri Lanka shifted towards an accommodative monetary policy stance in June 2023 as 

restrictive monetary policy and fiscal adjustments undertaken during the economic crisis in 2022 

combined with an improvement in global supply chains helped restore price stability and safeguard 

financial system stability. The easing of monetary policy stance and the announcement of domestic debt 

optimization parameters instigated a steep decline in government security yields to mid teen levels by 

July 2023. The yield curve continued to normalize subsequently as rupee liquidity strengthened aided by 

a reduction in the statutory reserve ratio and dollar reserve accumulation by the central bank. Private 

Sector credit growth exhibited positive MoM growth from June 2023 and recorded a +3.6% YoY growth 

in March 2024 as lower market lending rates gradually increased demand for fresh credit.      

 

 

     Source: CBSL 

 

  Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 

Pvt. Sector Credit Growth (%) -4.3 -3.1 -0.6 0.0 0.9 3.6 
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                                                                              Source: CBSL 

 

External Trade 

Trade deficit further narrowed in 2023 to less than USD 5bn1 amid a slowdown in both exports and 

imports as the country grappled with tighter fiscal and monetary conditions in 1H 2023. Industrial 

exports witnessed a decline of -11.3%1 in 2023 largely owing to an -18.0%1 drop in the country’s largest 

merchandise exports category, textiles and apparel, as heightened covid-era inventory buildups and 

monetary tightening in key customer markets caused a collapse in orders. Reflective of reduced 

economic activity and implementation of import controls/quota systems, intermediate and investment 

goods imports fell -11.5%1 and -9.4%1, respectively.   

 

Exchange Rate Environment 

After experiencing steep currency devaluation in 2022, LKR strengthened +13.0%1 YoY to Rs.323.97 as of 

31st December 2023. The tourism flows improved in the second half as the country returned to some 

degree of normalcy whilst worker remittances also strengthened aided by a stable exchange rate and 

the surge in labor migration during the previous year’s economic crisis. Moreover, portfolio flows to the 

country staged a notable improvement as higher yielding local currency government securities drew 

interest from foreign investors. Resultantly, the gross official reserves improved to an estimated 

US5.4$bn1 as of end May 2024 (Including a PBoC Swap that has conditionality on usability). 

 

Inflation 

The Headline inflation, as measured by the year-on-year change in the Colombo Consumer Price Index 

(CCPI, 2013=100) and the National Consumer Price Index (NCPI, 2013=100), continued to decelerate in 

2023, after reaching a peak of 69.8%2 and 73.7%2, respectively in September 2022. Central Bank of Sri 

Lanka’s tight monetary policy regime combined with fiscal tightening measures imposed in late 2022 

bore fruit in wrestling back inflation under control. In June 2023, the Central Bank of Sri Lanka began 

easing interest rates in order to stimulate activity as price pressures in the economy returned to single 

digit levels. Headline inflation has largely remained below the Central Bank of Sri Lanka’s medium term 

target range of 5-6% since returning to single digit levels in June 2023 (0.9%2 in May 2024; CCPI, 

2021=100) 

 



Fiscal Accounts 

Fiscal revenue continued to show improvement in 2023 reaching Rs.3tn1 (11.1% of GDP) recording a 

growth of +52.7%1 YoY as taxes on income, increase in VAT rate and removal of exemptions, and a full 

year of imposition of the social security contribution levy meaningfully contributed to the government 

coffers. The aforementioned revenue raising measures enabled the government of Sri Lanka to meet 

IMF’s quantitative performance targets in terms of tax revenue collection and primary balance for 2023. 

Government expenditures were broadly curtailed in 2023 with public wages and salaries witnessing a 

YoY decline. However, interest payments continued to rise rapidly +56.9%1 YoY amid debt issuance at 

high interest rates in 2022. As per the IMF second review, government revenue to GDP is projected to 

rise to 13.6%3 and 15.1%3 by 2024 and 2025, respectively, aided by the lifting of import bans on motor 

vehicles and new tax measures imposed on property. 

 

High Yield Fund overview 

 

The Central Bank of Sri Lanka (CBSL) maintained its tight monetary policy stance in the 1H of 2023 in 

order to tame inflationary pressures in the economy. However, adopting a data driven approach to 

monetary policy making, the CBSL shifted its focus towards stimulating economic growth in June 2023 as 

headline inflation showed sustained deceleration on a MoM basis during the period. Resultanly, the 

CBSL began its monetary policy easing cycle in June 2023 announcing a 250bps cut in policy rates. 

Moreover, the CBSL along with the Ministry of Finance announced the domestic debt restructuring 

parameters towards end June 2023. These positive developments drove a notable decline in G-sec yields 

in the 2H of 2023. The Central Bank of Sri Lanka continued to relax monetary policy in the subsequent 

months totalling a policy rate reduction of 700bps and an SRR cut of 200bps between June 2023-March 

2024. Meanwhile, implementation of fiscal based revenue consolidation measures and improved foreign 

exchange inflows in the forms of worker remittances and tourism receipts also aided domestic money 

market liquidity. Reflective of lower policy interest rates and improved money market liquidity, deposit 

and lending rates adjusted downwards, albeit the correction in lending rates happened with a time lag. 

As of end December 2023, The 91 days, 182 days and 364 days, Treasury bills yielded a primary auction 

yield of 14.50%1, 14.16%1 and 12.93%1, respectively.      

 



 
 

Source: CBSL 

Asset Allocation 

The fund benefited from elevated yields on its treasury bills holdings in 1H FY24. Meanwhile, the fund 

took selected exposures in the corporate debt segment as G-sec yields adjusted downwards reflecting 

lower policy rates and the reduction of risk premia attached to the restructuring of domestic debt. The 

fund broadly maintained its allocation to fixed deposits and the funds’ investments in Fixed Deposits, 

Corporate Debt and Corporate Savings instruments fully meet the investment grade criteria as per 

ratings issued by Fitch Ratings and/or Lanka Ratings Agency. As of 31 March 2024, 78.6% of the funds’ 

investments were in A- or above rated instruments.  

 

 

Fund Performance 

The fund generated an after tax income of LKR 821 Million for the Financial Year ended 31st March 

2024.  
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Governement Securities - Bills

3 Month T-Bill

6 Month T-Bill

1 Year T-Bill

Asset Type Government 

Securities 

Fixed 

Deposits 

Corporate 

Debt 
Cash 

Corporate 

Saving 

Allocation - March 2023 71.0% 21.7% 0% 0.001% 7.3% 

Allocation - March 2024 63.7% 19.7% 15.2% 0.0004% 1.4% 



 

Performance as at 31st March, 2024 

Period 3 months 6 months 12 months  24 months 

Performance 3.62% 8.29% 20.77% 34.95% 

 

 

Outlook for the High Yield Fund 

As demand side inflationary pressures remain well controlled, we do not overrule further policy rate 

easing by the Central Bank of Sri Lanka in order to revive private sector credit growth (which has stayed 

relatively tepid) targeting higher GDP growth for the economy. Moreover, we expect the prevailing 

negative credit risk premium under G-sec yields witnessed in high quality bank deposits to normalize in 

the upcoming months. However, we believe that most of the downward shift in G-sec yields has already 

materialized and expect interest rates to remain broadly stable in the medium term. In the near term, 

any fiscal slippages in the lead up to the upcoming election cycle could put upward pressure on interest 

rates and the fund maintains an average maturity of 4.8 months to take advantage of any such upward 

interest rate pressures. Although downside risks to our forecast remain in the form of volatile 

commodity prices (including global crude oil prices) and possible depreciation of the currency (following 

the commencement of external debt repayment and relaxation of vehicle import controls) which could 

put upward pressure on inflation readings, we remain reasonably confident that the Central Bank of Sri 

Lanka will execute its flexible inflation targeting regime by anchoring inflation expectations to the 

desired 4-6% levels in the near to medium term. 

 

Sources 

 

 

1 The Central Bank of Sri Lanka (www.cbsl.gov.lk) 

 

2 The Department of Census and Statistics (www.census.gov.lk) 

 

3 International  Monetary Fund (www.imf.org) 

 

 



Declaration By Trustees and Management Company

Declaration by Trustees ond Managing Company qs per SEC Circular No: 02/2009 on 1uidelines for
Trustees and Manoging Componies of lJnit Trusts Funds.

Hatton National Bank PLC, the Trustee and CT CLSA Asset Management (Pvt) Ltd the Managing
Company of CT CISA High Yield Fund, hereby declare that

The requirements of the Guidelines for Trustees and Managing Companies of Unit Trust
Funds set by the Securities and Exchange Commission of Sri Lanka have been complied with
during the financial year ended 31" March 202+.

The transactions were and will be carried out at an arm's length basis and on terms which
are best available for the fund, as well as act, at all times, in the best interest of the fund's
unit holders.

Director
Management Company Management Company

Trustee of the Fund
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