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Fund Review 2020 - NDB Wealth Gilt Edged Fund 

The Central Bank of Sri Lanka (CBSL) resorted to swift policy action to revive the economy hampered by the Covid-19 

pandemic through frequent policy rate cuts during the year. Accordingly, the Standing Lending Facility Rate (SLF) and 

the Standing Deposit Facility Rate (SDF) were slashed by 250 basis points each to 5.50% and 4.50% respectively and 

the Statutory Reserve Ratio (SRR) by 300 basis points to 2.00%. In this backdrop, interest rates nose-dived across the 

yield curve with the benchmark 364-day Treasury bill rate falling to 5.03% as at year end, from 8.45% at the beginning 

of the year (Source: Central Bank of Sri Lanka).  

Falling interest rates, deteriorating investor sentiment and flight to safety, drove foreign investors out of rupee 

denominated government securities, with net foreign selling amounting to LKR 97.8 bn in 2020, reducing the foreign 

holding in treasury securities to an all time low of LKR 6.8 bn by the end of the year (Source: Central Bank of Sri Lanka). 

      
Source: Central Bank of Sri Lanka 

Credit to the private sector which turned negative during the period of lockdown, showed signs of recovery from 

August on the back of conducive monetary policy. On the fiscal front, consumer taxes remained broadly unchanged 

to stimulate growth amid low economic activity. However, budget 2021 remains ambitious, expecting investment 

driven growth to bridge the revenue gap in the face of Covid-19 and external debt challenges. Meanwhile Fitch Ratings 

do graded Sri La ka’s so ereig  rati g to CCC fro  B- alo g ith S&P a d Mood ’s rati g age ies o  the a k of 

the ou tr ’s halle gi g e ter al-debt repayment position and deteriorating fiscal balances. 

During the year under review the NDB Wealth Gilt Edged Fund yielded the following returns commensurate with the 

risk parameters and the objective of the Fund:  

 NDB Wealth Gilt Edged Fund *364-day T-bill Rate
*12-month avg.

 

Performance - 2020   10.14% (after fees) 6.16% 

*Source: Central Bank of Sri Lanka 

We expect interest rates to remain low during the first half of 2021 due to the loose monetary policy stance observed 

by the Central Bank, continued restrictions on imports and low levels of credit growth. However, given widening 

budget deficits, the large debt servicing burden and an anticipated recovery in private sector credit rate pressures 

may build towards the second half of the year. 
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