Tndia e d ard 2o Sai Lanka

Sas Lanka | Anesss an_ economit Criis

. India confinmed a $400 million currency swap
while deferning another $500 million due {or
settlement to the Asian C]Lewc,Lv\g, Union (ACU

. The RRT had extended a gimsilan Swop {iacLJLL;!;; o{i
5400 million o help Sai Lanka cope with the
fmpact of the f{inst wave of the pandemic.

on Clean, ¥e) C

. The ACU with HQ in Tehnran, Inan, wog egtablighed
i 1974 by UNESCAP.

. The primary objective wag to gecure regional co—
openation a8 negandg the gettlement of eligible
monetany taangactions among the membens.

- It now aimg to provide a gystem {for clearning
payments among the member countrres on a
multilateral bagis.

. The unit of gettlement of ACU itxangactions is a
common unit of account of ACU.

- 1 ACV Doffar = 1 US Dollon
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Sai Lonko's aggaavating economic calgis
Sni Lank@s economic crigis L8 aggravating ropidly,
putting citizens ﬂvuough enormoug handghyp.

ece devel opment:

. The price of cooking gas spthed and the price of
the milk. powden ghot wp.

. Authonities wene fonced to cancel school
examinations for millions of students, due to a
ghortage of papen.

conomic Cnisi8 in Sanyi Lanka:

« The Sni Lankon supee hag fallen.

o Congumen price infllation (g ot 168y,

o Sni Lanka mugt nepay foreign debt totalling
neanly $F billion thig year (2022) and continue
rmponting esgentials {rom (tg dwindling dollan

account.
Asgistance to Sai Lanka:
Tndia;

- India hag extended agsistonce totalling s L4
blllion tncluding.
e A $400 million RBI cunrency gwop,
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« A $500 million Loan deferment,

o Credit Lines for Lmporting food, fuel, and
medicines.

e Recently, a blllion—dollan credit Line wasg
finallized,

China:

. China (g congidening Sni Lonka’s secent nequest
for further s 5 billion assigtance.

. Beljing hog extended s 8 billion gince the
outbreok. of the pandemic.

ow (& India’s aggistonce being viewed (n Sxaf Lanka?

o Sni Lonka hag thanked India fon the timely
aggigtance, but thexe (g gaowing scepticism in Sni
Lankan media ovex Indian agsistance.

. Indian aggistonce (8 'being tied' to Indion key
nfragtructure propects in the (sland nation in
the necent past.

« Indla (& blamed for negonting to "diplomatic
blackmail", while Sai Lankan Leadens are
cagkicized for tnading cruclal enengy progects fon
emengency financiol agsistance from India.
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cono *y

IMF Package to Sai Lanka

cCoONOMAC ChiBL Sxs Lanka

e Countrries {‘onex negervesd have neached bottom—fow.

« Tt (8 focing mounting challenges in the form of
ungugtoinable public debts, fLow Inteanational
negerves and L8 n need ol“ ﬂ,ah,g,e I“Lnancing,.

o Economy (8 expected to contract by 8%/ in L0l
and inflation recently exceeded 607,

IMF Asscstance:

e Sni Lonka and the IMF have sneached a gta{,{i—l,eveﬂ,

agreement to guppont Snl Lanka’s economic policies
o With a 48-month annang,emem!; undex  the
Extended Fund Facility [EFF] of about $.3 bn.

. Siaﬂ—ﬂ,eveﬂ, ag,neemevd;& ane typically sub A',eci: ‘o
the approval of the IMF management and (13
executive boond, aften which the necipient nations
get accegs to ’“undz

Obiectives of Sal Lanka's new fund—auppor. 209 %am:
« To negtone wmacnoeconomic stabll ity and debt
sugtolnabLL ity
o Whille ga{‘eg,uand;:ng, I“Lnanc;Laﬂ, stab ity
protecting the wvulnerable, and stepping  up
sbructunal reforms
o To addregs connuption wvulnenabllities and
unlock. Sni Lanka's g,z,ow};h potentiaf.




« IMF hag algo Laid out expectationg that Sni Lanka
must meet, before the IMF monagement  and
Executive Boand can approve the programme.

o Ralging {iscal nevenwe Lo support  {lscal
congol Ldat Lon.

o Implementing majon tax seforms. The prognam
afms to neach a paimany sunplug of L3 of
QPP by L05.

o Intnoducing cogt—necovery baged pricing for
fuel and elecknicity to minimise fiscal algks
arising from state—owned entenprisges.

o Increaging soclol gpending and improving the
covenage and tangeling of social safety net
PROgraMS

o Reg;!;onLng, price stabll ity ;!;Hnoug,lr\ data—daLven
monetany policy action, {‘Lgcall, congol Ldat Lon.

o Sktrongenr central bank. autonomy starting with
a new centraol bank act that ollows pursuing
a flexcble (nflation tongeting nregime.

o Restoning foreign nregenves through wmanket—
determined and {iﬂ,exibﬂ,e exchang,e aates.

o Hea!,;th} and adequotely capitallsged bankLng,
gystem to gofeguard finoncial stabllity,

o Skaongen anti—conruption Legal {framewonk to
neduce connupkion thnough [mproving {lscal
Laangporency.



