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International Monetary Fund (IMF) and the Sri Lankan authorities have reached a staff-level agreement on the first review of the
48-month Extended Fund Facility (EFF) program. Once approved, Sri Lanka will gain access to approximately $330 million in financing
from the IMF, marking an important step in addressing the country's economic challenges. This would bring the total IMF financial
support disbursed under the arrangement to SDR 508 million (about US$660 million). The agreement acknowledges that Sri Lanka
is making progress in implementing macroeconomic reforms and is showing initial signs of economic stabilization. However,
challenges such as a contracting economy, debt restructuring, and governance issues still persist, necessitating further efforts to
achieve lasting economic recovery and growth. Given below are the key highlights.

Access to Financing

Sri Lanka will gain access to SDR 254 million (about US$330 million) in financing once the review is approved by the IMF Management
and the Executive Board. This financial injection will provide a much-needed boost to the country's foreign exchange reserves, which
have been under pressure due to external debt obligations and dwindling reserves.

Economic Stabilization

The agreement indicates that macroeconomic policy reforms in Sri Lanka are starting to show some results, and the economy is
displaying early signs of stabilization. Inflation has significantly decreased, and essential commodity shortages have eased. These
developments suggest that the country is taking steps in the right direction.

Reform Commitment

The Sri Lankan government's commitment to an ambitious reform agenda is a positive signal. Rapid disinflation and fiscal
adjustments are noteworthy achievements. However, some areas, such as expenditure arrears and tax revenue targets, still need
improvement.

Debt Restructuring

The IMF's statement highlights the importance of resolving debt restructuring discussions. Prolonged debt negotiations have
weakened Sri Lanka's external position, and reserves accumulation has slowed. To restore confidence and financial stability, a quick
resolution of the debt issue is crucial.

External Creditors

The agreement also mentions the need for an agreement with official creditors on a debt treatment consistent with the IMF-
approved program parameters. This suggests that negotiations with official creditors, including China's Export-Import Bank, are
ongoing. A resolution with official and commercial creditors is vital for Sri Lanka's economic recovery.

Governance and Corruption

The IMF praises Sri Lanka's commitment to implementing recommendations from the Governance Diagnostic Report, emphasizing
the importance of addressing corruption risks and strengthening accountability. These actions are seen as essential for economic
confidence and inclusive growth.

Challenges Remain
Despite the progress made, there are several challenges. The Sri Lankan economy contracted by 3.1% in the second quarter of the
year, and growth remains subdued. High-frequency economic indicators provide mixed signals, indicating that the path to full
recovery is uncertain.

Conditions
For the IMF's Executive Board to finalize the review and approve the financial support, two specific conditions must be met.

1) First, the Sri Lankan authorities must complete all the actions and measures they were supposed to undertake as part of
their agreement with the IMF.

2) Second, there needs to be a review of assurances regarding the financing arrangements, ensuring that the conditions for
disbursing funds are met.

Overall, the staff-level agreement with the IMF is a positive step for Sri Lanka. It provides financial support and signals that the
country is on the right track in terms of economic reforms.

Source: IMF, Press Releases
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DISCLAIMER

Ambeon Securities has taken reasonable steps to ensure the accuracy and reliability of the information presented in this Report. While
we strive for accuracy, we do not guarantee the completeness or correctness of the information. The information may be subject to
change without notice, and Ambeon Securities is not obligated to update or revise the Report after its initial publication. Any updates or
revisions will be made at the sole discretion of Ambeon Securities.

Ambeon Securities, its employees, and affiliates shall not be held liable for any direct or indirect loss or damage that may arise from the
use of the information contained in this Report. This includes, but is not limited to, financial losses, lost profits, direct, indirect, incidental,
punitive or any other consequential damages.

The information and opinions presented in this Report are for informational purposes only and should not be construed as any offer,
investment advice, a recommendation to buy or sell any securities, or an endorsement of any investment strategy. Ambeon Securities
does not provide personalized investment advice, and you should consult with a qualified financial advisor before making any investment
decisions. This Report may contain forward-looking statements that involve risks and uncertainties. These statements are based on our
current expectations and assumptions and are subject to various factors that may cause actual results to differ materially from those
expressed or implied in the Report.

This report does not take into account the specific financial situation, investment objectives, or risk tolerance of individual readers.
Consequently, investments discussed in this report may not be suitable for all investors. Each reader is responsible for determining the
suitability of any investment based on their own circumstances.

Ambeon Securities, its employees, and affiliates may have financial interests in the securities mentioned in this Report. These interests
may change without notice, and such positions may have an impact on the opinions expressed in the Report.

This Report is intended solely for the use of the recipient and may not be reproduced, redistributed, or otherwise disseminated to any
other person or entity without the express written consent of Ambeon Securities. All rights, including copyright, are reserved.

Investing in securities involves risks, including the risk of loss of principal. Past performance is not indicative of future results, and the
value of investments may go up or down. These risks may include, but are not limited to, market risk, liquidity risk, credit risk, geopolitical
risk, and other factors that can impact the performance of investments.

By accessing and reading this Report or downloading the report electronically, you acknowledge and agree to the terms and conditions
outlined above. If you do not agree with these terms, please refrain from using this Report. Ambeon Securities assumes no responsibility
for any unauthorized use of this Report or its contents.
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