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Near-Term Growth to Moderate; Long-Term Fundamentals Intact Gross Written Premium Risk Based Capital Adequacy Ratios
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Sri Lanka’s insurance industry expansion is likely to moderate in the near term, based on Fitch Growth (RHS) — gon—lilfe RBC (LHS) .
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Profitability Pressure: Fitch expects Sri Lanka’s weakened currency and the higher tax .
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Softer Investment Yields: The Central Bank of Sri Lanka imposed an interest-rate cap on Sri Lanka Source: Fitch Ratings, Central Bank of Sri Lanka,
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bank deposits in April 2019. This was followed by a 50bp cut in policy rates in May 2019 to
stimulate economic growth. We expect this to somew hat increase insurers’ reinvestment risk,
especially for non-life insurers with short portfolio duration.

Recent Regulatory Developments

Regulatory
Continued M&A Activity: We regard Sri Lanka’s non-life market as crowded and ripe for area Effective Date Implications for Insurers — .
lidation due to intense price competition. w hich has ket the industry’s combined ratio Corporate 1 July 2019 Guidelineson corporate governance practices, including recommended
ALY - p L, ! pt the y governance adherence to the Code of Best Practice on Corporate Governance
high at around 100% in recent years. There have been four M&As since 2014. (2017), issued by the Securitiesand Exchange Commission of Sri
) Lanka and the Institute of Chartered Accountantsof Sri Lanka.
Ratings Impact: Neutral Taxation 1 April 2018 Life insurersliable to pay an effective tax of 28% onlife surpluses.
Fitch expects the credit profiles of rated insurers to remain stable in the near term, supported One-off 20 March 2018  Guidelinesforlife insurerson the identification, transfer, maintenance
by sustained capitalisation and financial performance. surplus and distribution of surpluscreated from a 2016 change insolvency
regime.
. Life fund 16 February 2018 Guidelineson appropriate attribution of life insurance funds, assets,
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