Lanka’s Economy to grow below

6% for next 5 years - UK’s EIU
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British baszed the Economizt Group
owmed Economist Intelligence Unit (ETU)
15 forecasting a growth rate of below 5%
for Sri Lanka over the next [ive years,
though it expects a pickup in 2019 in
comparison to last year, a latest repaort
otitlines. The latest Country Report of
EIL, released recently, notes that an
unstable political environment will keep
investor sentiment towards Sri Lanka
negative in 2019, “Risks to political sta-
hility will remain high throughout 2019,
it highlighted.

The EIU opined that the
Government’s weak position in
FPariiament, together with ongoing ten-
sions between President Maithripala
Sirisena and Prime Minister Ranil
Wickremesinghe, will continue to pose
significant risks to political stability
“We have already revised down our real
GDP forecasts for 2019 in view of the
recent palitical developments, We expect
raal GDF to grow by 4.1% in 2019, com-

pared with an estimated 3.8% in 2018,
the EIU opined, adding that overall, il
forecasts that real GDP growth will aver-
age 4.7% per year 1n 2019-23

It expects investment to expand by
just 3.5% in 20149, unchanged from its
estimated level of growth in 2018, an
unusually weak vear

The report further notes that subdued
investment, along with a continued
decline in government consumption, will
preciudes a strong economic recovery
from devastating floods in 2017, The ana-
lvsts of EIU also said that they expect
economic activity to pick up slightly in
219 on the back of continued growth in
private consumption and a modest
Increase in demand for Sri Lankan
axports, spurred by a weaker rupes.

Report notes that exports will grow
more strongly during the second halfl of
the forecast pericd and will be supported
by increaszed demand [rom major mar-
kets such as the US and the EU. Forecast

for service exporis is a growth of around
2.7% in 2019, compared with estimated
growth of 9.2% in 2018. However, in 2020,
an economic slowdown in the US will
dent 5ri Lanka's export growth.

According 1o the EIT structural con-
straints, such as a shortage of skilled
laboir, poor infrastructure and & low
female labour force participation rate
il pru::luiﬁlmngpr growth in the
medium term. In factor cost terms, the
gservices sector will remain the key con-
tributor to growth and will expand by an
averago of 4.9% per vear betwesn 2419
and 23. Agriculture’s share of GDP will
continue to fall throughout the forecast
period. The report sald that the Budget
deficit will average the equivalent of
5.3% of GDP in 2019 and expects the fis-
cal deficit to widen from 2020 onwards,
owing to the conclusion of the IMF pro-
gram in 2019 and also because a populist
government is likely to be in office by
then,



