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REPORT OF THE MANAGER 

We wish to submit you the Audited Financial Statements of First Capital Equity Fund for the year 

ended 31st March 2022.  

Economic and Industry Overview 

The Sri Lankan economy recouped in 2021 from the widespread pandemic in 2020, albeit 

confronting multifaceted headwinds that emanated from the global and domestic front ultimately 

resulting in a social political tension in the beginning of 2022.  Among all, the major issue was 

the foreign reserves shortage causing large overshoot of the foreign exchange creating significant 

vulnerabilities in the economy. Nonetheless, a successful debt restructuring programme and long 

overdue structural reforms in conjunction with an economic adjustment programme supported by 

the IMF are expected to facilitate the economy recovery in 2022 and beyond. 

Until August 2021, CBSL provided monetary stimulus to support the pandemic affected 

economy. Since then, CBSL commenced adopting a tight monetary policy stance to preempt the 

inflationary pressures and to address the imbalances in the external and financial markets. As a 

result of tightened policy rates, overall liquidity in the domestic market remained negative 

towards the latter half of the year and has been dragged up to Rs. -366.3Bn causing a gradual 

upward adjustment in the market interest rates. However, supported by the low interest rates 

environment that prevailed for most part of the year, credit growth to the private sector remained 

robust at 13.1% YoY basis for 2021 relative to 6.5% registered in 2020. 

The unit trust industry exhibited a contraction in total assets by 3% during 2021 against a 

backdrop of strong equity market and due to the shift of the client focus on alternative 

investments that yield substantial returns.   

During 2021/22, there were 16 licensed unit trust management companies with 68 funds in 

operation. Total assets under management were Rs. 178Bn as at 31st March 2022 (Source: The 

Unit Trust Association of Sri Lanka). 

Fund Performance 

First Capital Equity Fund reported a Profit after Tax of Rs. 11.4Mn for the year ended 31st March 

2022 compared to a Profit after Tax of Rs. 40Mn in the previous year (2020/21). The Reduction in 

Profit after Tax is due to the fair valuation loss on equity portfolio amounting to Rs. 14.8Mn 

(2020/21 – fair valuation gain of LKR 23.9Mn was reported). 
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The Fund reported a return of 14% during the year ended 31st March 2022 compared to the Equity 

Market return of 25% (All Share Price Index perspective). The return reported in the previous 

year (2020/21) was a positive return of 97% compared to the Equity Market return of 56% (All 

Share Price Index perspective). The Funds under Management as at 31st March 2022 were Rs. 

92Mn compared to Rs. 79Mn as at 31st March 2021.The asset allocation of the Fund as at the 

reporting date is as follows. 

Asset Allocation as at 31st March 2022 

Future Outlook 

Sri Lankan equity market displayed a continuous upward trajectory during most parts of 2021/22 

until it confronted with a major economic shock during 4th quarter of 2021/22. Accordingly, ASPI 

elevated to an all-time high while reaching beyond 13,000 points during mid Jan 2022.  Low 

interest rate environment coupled with the monetary stimulus were able to provoke the positive 

sentiment of equity investors during the first half of the year, thus attracting a substantial flow of 

funds towards the equity investments. However, with the heat of severe economic uncertainties 

amidst dwindling foreign reserves and heightened global inflation, equity market lost its 

momentum, and the investor confidence was further smashed by the recent political unrest in the 

country. 

However, with the ease of political instability upon the appointment of new PM and the 

confidence placed on the competencies of the higher officials at the CBSL to drift the economy to 

a recovery path, the equity market recently demonstrated a gradual restoration of confidence. We 

expect equity investor optimism to improve with the smooth functioning of corporate sector along 

with proper investor awareness. However, at the current economic situation with high interest 

rates and supply scarcities, we expect equity market indices to remain volatile. The equity 

valuations are also expected to get impacted by the higher expected rate of required returns as 

opposed to heaven investments.  
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Therefore, we anticipate tough bets on a substantial upside potential on the equity front in the 

short to medium term. Nevertheless, a gradual turnaround in the equity market performance can 

be expected in the long-term upon achieving overall economic stability following the debt 

restructuring initiative and entering into an IMF support program. 

Appreciations 

We take this opportunity to thank our valued unitholders for the confidence placed in us. We also 

place on record our appreciation for the unstinted support extended by the Securities and 

Exchange Commission of Sri Lanka and our Trustee, Bank of Ceylon.  
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First Capital Equity Fund

Reconciliation of Net Asset Value reported as at 31
st
 March 2022

Rs.

Net Asset Value as per Monthly Return 91,588,693     

Adjustment on Scrip Dividend* (26)                 

Net Asset Value as per Audited Financial Statements 91,588,667     

* Adjustement of the Dividend received on 27
th

 April 2022  for Seylan Bank (SEYB.X0000) and 

Commercial Bank (COMB.N0000) which was accrued on 31
st
 March 2022.
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