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Special Report

FT Click tomorrow
Pictorial capturing highlights of Lankan private sector
organised events in Davos will be published tomorrow.

Opportune time to invest in SL,
CSE Chief tells Swiss forum
The charming Swiss chalet “Fuxägufer”

On a Swiss chalet experts share
insights to how to invest in Sri Lanka
Sri Lanka’s recent efforts
in Davos, Switzerland to
grab attention of global
investors on the sidelines
of World Economic Forum
2016 included a showcase of
entrepreneurs and their success in the country.
This was done with a
luncheon forum titled “How
to Invest in Sri Lanka” on
21 January at the charming
Swiss chalet “Fuxägufer”.
Several European and Asian
investors were present.
The purpose of this session was to illustrate the
direct investment climate
of Sri Lanka and discuss in
more depth actual investment
opportunities, to facilitate a
dialogue with actual players,
stakeholders and project owners, and hear testimonials of
people who have been investing in Sri Lanka over the years.
Speakers at this event
were CSE Chairman Vajira
Kulatilaka on the subject of
‘Portfolio Investments – The
Easiest Way Investments
Sri Lanka’s Public Debt
and Equity Market,’ whilst
an active private investor in
the Colombo stock market,
Schegg Investments’ Patrick
Schegg highlighted prospects for private equity and
venture capital. Greenkeepers
Ltd CEO Edward Fernando
speaking on Textile Recycling
Venture Sri Lanka highlighted
‘A Local Entrepreneur’s
Approach to Combine
Business and Resource
Efficiency,’ and Beat Sutter
and Andre Weber – Swissowned beach properties
and sustainable tourism and
Naveen Anandakumar BDP,
London based real estate
developer in City of Colombo
spoke on ‘Importance of
Early Stage Capital; Real
Estate Developments –
The Safe Way.’ ‘Sri Lanka
Manufacturing Hub: Private
Sector FDI – The Corporate
Way’ was shared by Philippe
Richart – CEO of Holcim Sri
Lanka and Pierre Pringiers,
Chairman of Camso Loadstar
Ltd., Belgium.
Schegg Investments’
Patrick Schegg said they
have invested in listed
Lankan equities since 2009.
He noted that due to low
liquidity levels, investments
in the Colombo stock market
was more for value in the
long term than trading. He
expressed satisfaction over
the performance of their
portfolio. “Though illiquid, the

Swiss-based global cement
giant says operations in Sri
Lanka have been a “journey of
growth”
Iconic Swiss cement giant
Holcim at the Forum in Davos
highlighted how Sri Lanka has
become a talent hub for its
global operations.
Around a dozen of its senior
Sri Lankan executives have
been or are currently working
in several Holcim locations
and Holcim (Lanka) Ltd., has
become a talent exporter,
according to Holcim Sri Lanka
CEO Philippe Richart .
Among positions currently
held by Sri Lankans are Holcim
Malaysia CEO, Holcim Vietnam
CFO, CEO at HEABSC
Philippines, CFO in Thailand,
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Colombo Stock Exchange
provides diversity of sectors and valuations are fairly
attractive,” Partick said. He
also noted that elections
in 2015 were watershed
for good governance in Sri
Lanka hence prospects look
better. However he emphasised the need for greater
liquidity and listings to make
CSE more attractive.
Greenkeepers Ltd CEO
Edward Fernando, the textile
recycling venture, highlighted the vast scope for
his enterprise given booming apparel industry in Sri
Lanka. Given his business
case, and presenting future
scope and developments of
his enterprise, Fernando’s
presentation sparked lot of
interest from participants at
the luncheon forum in Davos.
Several products made out
of recycled textile waste such
as yarn, fabric, socks, gloves,
carpets, geotextiles were
also showcased. Fernando
said to date the company has
exported 25 million kilos of

textile waste. It was pointed
out that expansion of textile
recycling and by products
can save valuable foreign
exchange for Sri Lanka. The
company is looking for $ 10
million in funding over the
medium term to expand.
Beat Sutter from Swiss
firm Amoros Ltd highlighted
some of the challenges
faced in getting his first hotel
project in Sri Lanka off the
ground but emphasised
there was vast scope for
tourism. He pointed out that
speedier facilitation and a
more conducive environment
will encourage more foreign
investments in to the leisure
sector. Sutter expressed
hope for such a future under
the new Government.
Naveen Anandakumar
BDP, London based real
estate developer in City of
Colombo, showcased four
upcoming major projects
in Sri Lanka. They included
luxury hotels in the city and
east coast as well as mixed
developments.

C S E C h a i r m a n Va j i r a
Kulatilaka told the Swiss forum
that the time was right to invest
in Sri Lanka, especially in listed equities and debt.
Through a presentation rich
with charts and tables for easy
comprehension, the CSE Chief
said Sri Lanka’s growth performance had far exceeded that of
global economies between 2013
and 2015 and the trend would
continue.
He said the country had sustained single-digit inflation
over the past three years owing
to prudent demand management and benign supply conditions. This has been buttressed
by supportive monetary and
exchange rate policies.
Focusing on specific opportunities for capital market investors, the CSE Chief also gave a
snapshot of the Government
securities market, noting it to
be the largest and most liquid
market in Sri Lanka. According
to him, the outstanding Rupee
d e n o m i n at e d G ove r n m e n t
securities market was worth
Rs. 4.2 trillion or nearly $ 30
billion. This is several times
bigger than the equity market,
which is worth around $ 20 billion.
He also showed how
Government securities had provided attractive holding period
returns. Giving three different investment strategies, he
said returns ranged from
8-10% with equivalent US
Dollar return ranging from
3-6%. In Swiss Francs the
returns ranged from 4-6%
and in Japanese Yen it was
11% and 13%.
Focusing on the CSE,
the Chairman said it was
aspiring to be the preferred
choice for debt instruments among Sri Lankan
corporates. The highest
ever listed debt raising of
Rs. 83 billion in 2015 was
emphasised as it comfortably surpassed the previous
best of Rs. 68 billion, established in 2013.
With regard to listed equities, the Swiss forum was told
that the $ 21 billion market capitalisation is influenced by 294
listed companies drawn from 20
sectors. “The CSE offers attractive valuations, good diversification opportunities amidst
increased market participation,” Kulatilaka said.
He also revealed that CSE
ASPI continues to significantly
outperform major global indices such as the MSCI World,
Dow Jones, FTSE100 and DAX.
Additionally, it has significantly outperformed most regional
indices such as MSCI Emerging
M a rke t I n d e x , Ja k a r t a ,
Thailand, Philippines, Hanoi
and Mumbai.
Given the fact that Sri Lanka
has a relatively low market cap
to GDP of 32%, the CSE Chief
said there was also significant
potential for further growth.
This is considering the fact that
Indonesia’s market cap to GDP
is 48%, India’s 74%, Philippines
92%, Thailand’s 115% and
Singapore’s 245%.
What perhaps most excited participants at the Swiss
forum was Sri Lanka’s attractive valuations compared with
regional competitors. The Price
Ear nings Ratio at the CSE
is 14.7%, against the 23% of
Singapore, 20% of India, 19% of
Thailand, 17% of Philippines

The CSE offers
attractive valuations, good
diversification oppor tunities
amidst increased market
participation
Be a part of Sri Lanka’s
growth story. It is a sound
investment decision stemming
from strong capital market
fundamentals

CSE Chairman Vajira Kulatilaka

and 16% of Malaysia. “Sri
Lanka’s year on year Earnings
Per Share g rowth has outperformed most of its peers
between 2013 and 2014 too,”
Kulatilaka said.

It was pointed out that Sri
Lanka had low correlation with
major global indices, suggesting the CSE was less impacted
by global volatility.
This led to Colombo remaining stable despite the downward turn of many regional
indices in 2015. It was empha-

sised that foreign turnover at
the CSE has been on the rise
since 2011 with the 2012-2014
period enjoying heavy inflows
although 2015 saw a reversal of
this.
He also listed some new
developments at the CSE.
U n d e r m a rke t re g u l a tion, he said a new SEC
Act, which will result in
an improved regulatory
framework, is in the offing. Under risk management, the establishment
of a Clearing Corporation
to act as a central counter party for all secondary market transactions
benchmarking IOSCO best
practice standards and
introduction of world-class
risk management to the
market were explained.
In terms of diversification
of product range, Kulatilaka
said the CSE would introduce a
range of new products such as
Real Estate Investment Trusts
(REITs), Structured Warrants,
Exchange Traded Funds (ETFs)
and equity related derivative
products.
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To improve governance, the
CSE was prog ressing with
plans for demutualisation and
on market infrastructure, a
new back office and order routing system for brokers, upgraded ATS, CDS and surveillance system and Information
Security improvements, ISO
certifications and upgrades to
exchange Infrastructure were
cited.
The CSE has also adopted the
Global Industry Classification
Standard (GICS) to classify
listed companies on the CSE.
The recent achievement of the
CSE joining the United Nations
Sustainable Stock Exchanges
(SSE) initiative was also highlighted, reinforcing Sri Lanka’s
overall commitment to sustainability.
Wi t h r e g a r d t o U n i t
Trusts, the CSE Chief said
the industry’s Assets Under
Management (AUM) in UTs
grew six-fold over the past three
years. He said the benefits to
foreign investors in unit trust
include: a good way to diversify
investment, low management
fees, investments can be liquidated at any time, wide range
of funds available including
equity growth, fixed income,
balanced portfolio funds, and
Shariah-compliant funds, dividends, capital gains and sales
proceeds from unit trusts are
tax free, direct investments in
unit trusts in foreign currency
need not be channelled through
an SIA, investors are protected
by trustees, who act to safeguard the interests of unit
holders and most unit trust
management companies in
Sri Lanka are backed by stable
banks or financial institutions.
“Be a part of Sri Lanka’s
growth story. It is a sound
investment decision stemming from strong capital market fundamentals,” Kulatilaka
emphaised.
This is justified by the fact
that there are attractive valuations/returns backed by lower
risk through strong market
fundamentals. He also said the
CSE was a good diversification
opportunity - little or no correlation to global markets and low
equity market capitalisation
to GDP ratio indicates strong
growth potential and corrective measures taken to address
liquidity constraints.
He said under the new political and governance culture, Sri
Lanka was positioning itself as
Asia’s most welcoming nation
for investors.
“The Gover nment is making investments easy and
the country provides best in
class retur ns in addition to
relaxed rules for repatriation
of returns as well as the 2016
Budget unveiling a host of
investment-friendly measures,”
the CSE Chairman added.

Sri Lanka is a talent hub Holcim tells Swiss Forum
Vice President Logistics and
Imports at Holcim Malaysia,
APAC internal Audit, HR
Manager at Bangladesh
and Asia Pacific Regional
Compliance Coordinator for its
sustainability arm Geocycle.
Holcim which recently
merged with Lafarge operates
in 90 countries and employs
115,000.
Philippe said whilst Holcim
has benefited from top talent
in Sri Lanka as a company it is
committed to develop people
as well. It has invested over
Rs. 300 million on training and
development between 2009

and 2015 locally, regionally
and internationally for leadership, management and functional staff.
The showcase of Sri Lanka
as a talent hub was made by
Holcim at the luncheon meeting with a group of European
and Asian investors who had
gathered in Davos.
“The quality of people in
Sri Lanka is fantastic and I
could say Holcim is one of the
biggest exporters of talent,”
Richart said.
Holcim said that its investment and operations in Sri
Lanka has been a “journey of

growth.” In its near two decades of existence in Sri Lanka
it has invested over Rs. 18
billion (around $ 130 million)
in modernisation and capacity
expansion with around 90% of
profits regularly reinvested in
to the company. Investments in
the past three years amounted
to $ 47 million.
Holcim’s grinding capacity
in Sri Lanka amounts to 2.3
metric tons per annum and
comprises of a fully integrated
plant with 1.3 metric tons per
annum capacity and a grinding
station of 1 million metric tons
per annum. Its import cement

terminals have capacity of 1.2
million metric tons. It is the
sole clinker manufacturer in Sri
Lanka.
Richart said over the past
five years, Holcim’s sales have
enjoyed an annual growth of
5% with a turnover of over $
200 million. It directly employs
nearly 700 people and a further
800 on contract. The Company
says over 1 in 3 Lankan homes
are constructed using Holcim
cement, the portfolio of which
includes ‘only certified green
cement in the country’.
“When I compare with
Vietnam the public sector

facilitation and professionalism is better in Sri Lanka. It
also has good skilled labour
and a strong legal system with
good degree of protection for
intellectual property. Life for
an expatriate in Sri Lanka is
also best in Asia,” the Holcim
Lanka CEO told the Swiss
Forum.
He adviced prospective
investors if keen on Sri Lanka
to partner a local for a joint
venture as there are good
local companies. “So overall
Sri Lanka is one of the easiest
places to make and do business in Asia,” Richart added.

Holcim Sri Lanka CEO Philippe Richart

