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Sri Lanka National Ratings 2023 Transition and Default Study

Study Overview: This study provides data and analysis of the performance of Fitch Ratings’
portfolio of Sri Lanka corporate finance, including financial and non-financial corporates,
over the long-term period of 2000-2023.

Fitch Sri Lanka National Ratings: This report should be read in conjunction with Fitch’s
National Scale Rating Criteria (December 2020).

No Defaults: There were no defaultsin 2023 for all corporate finance issuersin Sri Lanka with
national ratings rated by Fitch.

Sri Lanka Corporate Finance National Ratings One-Year Transition Matrix: 2023 Cohort

(%) Number of Ratings® AAA(lka) AA(lka) A(lka) BBB(lka) BB(lka) B(lka) CCC(lka) to C(lka) D(lka) WD(lka)
AAA(lka) 7 100.00 — — — — — — — —
AA(lka) 16 — 37.50 50.00 — 6.25 — — — 6.25
Allka) 17 — — 58.82 41.18 — — — — —
BBB(lka) 6 — — — 83.33 16.67 — — — —
BB(lka) 3 — — — — 100.00 — — — —
B(lka) 1 — — — — — 100.00 — — —
CCCllka) to C(lka) — — — — — — — = — —
#Beginning of year. WD(lka) - Withdrawn. Note: Includes both financial and non-financial corporates.

Source: Fitch Ratings

Sri Lanka Corporate Finance National Ratings Transition Matrices: 2000-2023

Average Annual (%) Number of Ratings® AAA(lka) AA(lka) A(lka) BBB(lka) BB(lka) B(lka) CCC(lka) to C(lka) D(lka) WD(lka)
AAA(lka) 129 94.57 4.65 — — — — — — 0.78
AA(lka) 203 1.97 84.73 9.36 — 0.49 — — — 345
Allka) 223 — 5.83 82.06 5.83 — 045 — — 5.83
BBB(lka) 174 — 1.72 4.60 83.33 2.30 - — — 8.05
BB(lka) 91 — 2.20 220 4.40 81.32 2.20 — 1.10 6.59
B(lka) 23 — — — — 13.04 65.22 8.70 — 13.04
CCC(lka) to C(lka) _ 4 - — — - — —| 50.00 25.00 25.00
Average Three Year (%) Number of Ratings® AAA(lka) AA(lka) A(lka) BBB(lka) BB(lka) B(lka) CCC(lka) to C(lka) D(lka) WD(lka)
AAA(lka) ' 115 86.09 7.83 — - — - — — 6.09
AA(lka) 169 4.14 72.78 13.02 118 0.59 - — — 8.28
Allka) 192 1.04 11.98 60.42 7.29 - 1.56 — — 17.71
BBB(lka) 163 — 491 8.59 56.44 5.52 — — — 24.54
BB(lka) 85 — 353 471 11.76 5176 471 1.18 353 18.82
B(lka) 20 — 10.00 — — 20.00 20.00 5.00 — 45.00
CCC(lka) to Clka) 3 — — — — — — = 100.00 —

*Total rated over the period. WD(lka) - Withdrawn. Note: Includes both financial and non-financial corporates.

Source: Fitch Ratings
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Sri Lanka Corporate Finance National Ratings Average Cumulative Default Rates: 2000-2023
(%) One Year Two Year Three Year
AAA(lka) - - -
AA(lka) _ _ _
Allka) — — _
BBB(Ika) _ _ _
BB(lka) 1.10 2.27 3.53
Bllka) - - —
CCCllka) to C(lka) 25.00 50.00 100.00
All Sri Lanka Corporate Finance National Ratings 0.24 0.50 0.80

Mote: Includes both financial and non-financial corporates.
Source: Fitch Ratings
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Fitch Sri Lanka National Ratings Transition and Default
Methodology

Fitch’'s Sri Lanka National Ratings transition and default statistics include all publicly rated,
Corporate Finance, Long-Term Issuer National Ratings from 2000 to the present. Our continuing
data enhancement efforts and methodology changes may result in slightly different statistics than
in previously published studies. Therefore, the most recent study supersedes all prior versions.

The rating transitions outlined in this study represent a distinct historical period and may not
represent future rating migration patterns. Transition rates are influenced by a number of factors,
including macroeconomic variables, credit conditions and corporate strategy. It is useful to
examine the performance of our ratings on a relative scale within each rating category.

Transition Rates

Fitch employs a static pool approach in calculating transition and default data. The static pools or,
alternatively, cohorts, are created by grouping issuer ratings according to the year in which the
ratings were active and outstanding at the beginning of the year. For example, issuers with ratings
outstanding at the beginning of 2003 constitute the 2003 cohort, with the same true for additional
cohorts. Issuers newly rated by Fitch in any given year are included in the following year's cohort.

Issuer ratings may reside inmultiple cohorts, as long as the ratings are outstanding at the beginning
and end of the year or multiple-year horizons under observation. For example, the annual
performance of an issuer rating initiated in 2003 and, therefore, outstanding at the beginning of
2004 and withdrawn in 2007, would be included in the 2004, 2005 and 2006 cohorts. The rating
performance over multiple-year horizons would also be included in the two- and three-year
cohorts and included in the four-year transition rates as a transition to withdrawn.

In contrast to corporate finance, where issuer ratings are used, structured finance cohorts are
created by grouping security ratings. The tracking of rating performance of all structured finance
securities in each cohort is similar to that of corporate finance, with the inclusion of ratings
outstanding at the beginning of a respective year. Similar to corporates, ratings withdrawn
(WDJlka]) or paid in full (PIF[Ika]) during the course of a year are excluded from subsequent
cohorts as they are no longer active. However, they are included in transition data as a transition
to withdrawn or PIF in the WD(lka) and PIF(lka) columns, respectively.

In addition, comparisons with earlier Fitch Sri Lanka National Ratings transition and default
statistics or studies should be viewed within the context of the differing methodologies, whether
rating movements were analyzed across the broad rating categories or at the notch level (+, -).

An examination of the 2023 one-year rating transition data at the major rating categories on
page one, Sri Lanka Corporate Finance National Ratings One-Year Transition Matrix: 2023 Cohort,
identifies the movement of ratings both up and down the rating scale, i.e. from ‘A(lka)’ to ‘BBB(lka)".
The vertical left-hand column identifies ratings outstanding at the beginning of 2023, while the
horizontal axis provides information on the migration pattern of those ratings by year end.
The table reads from the top left-hand corner, beginning with ‘AAA(lka)’ and following the diagonal
to theright in order to examine the stability of each consecutive rating category.
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Default and Impairment Rate Calculations
Fitch's definition of default is available on our website: Rating Definitions.

In the corporate finance arena, defaults are fairly easy to identify, either through a missed
payment, distressed exchange or bankruptcy filing. Furthermore, they are typically strongly linked
to unrecoverable losses. By comparison, defining defaults within structured finance is a more
challenging task, since payment shortfalls can be temporary or allowed under the terms of bond
indentures. Some structured bonds have features that allow notes to defer interest or paymentin
kind. Some structured securities can experience temporary interest shortfalls, which are
inconsequential to deal performance and are cured relatively quickly.

Finally, structured bonds may also suffer write downs to the original face value but continue to be
active for extended periods of time. For the purposes of this study, Fitch tracks impairments, or
defaults and near defaults, which include bonds rated ‘CC(lka)’ or below. This includes bonds in
payment default but also bonds where a default of some kind appears probable. The possibility
exists that some defaults identified in this study will be subsequently cured.

Fitch's default and impairment rates are calculated by issuer or security rather than by the par
amount. First, defaults or impairments are examined by year for each cohort and individual rating
category. For example, if 25 issuers defaulted in 2003 and the 2003 cohort contained 2,000 issuer
ratings, the resulting annual default rate for all ratings in 2003 would be 1.25%. If 10 of these
defaults consisted of defaults among issuers rated ‘BB(lka)’ at the beginning of the year and the
‘BB(lka)’ cohort at the beginning of the year totaled 500, the ‘BB(lka)’ 2003 default rate would be
2% (10/500).

From these annual default or impairment rates, Fitch derives average annual default or
impairment rates by weighting each cohort’s default or impairment rates by the number of ratings
outstanding in the given cohort relative to the number of total ratings outstanding for all cohorts.
Following the example above, the 2003 ‘BB(lka)’ annual default rate of 2% might be followed by a
2004 ‘BB(lka)’ annual default rate of 1%.

A straight average of these two rates would ignore potential differences in the size of the two
cohorts. Instead, weighting the results based on the relative number of ‘BB(lka)’ ratings
outstanding in 2003 and 2004 gives greater emphasis to the results of the ‘BB(lka)’ cohort with the
most observations. The same technigue is used to calculate average default or impairment rates
over multiple-year horizons.
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Related Research

Report Data - Excel File
The Fitch 2023 Transition and Default Study data is available in Excel format.

Click here to download.

Related Reports
National Scale Ratings Criteria (December 2020)
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DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these Ilimitations and disclaimers by following this link:
https://www.fitchratings.com/understandingcreditratings. In addition, the following https://www.fitchratings.com/rating-definitions-document details Fitch's rating definitions for each rating scale and
rating categories, including definitions relating to default. Published ratings, criteria, and methodologies are available from this site at all times. Fitch's code of conduct, confidentiality, conflicts of interest,
affiliate firewall, compliance, and other relevant policies and procedures are also available from the Code of Conduct section of this site. Directors and shareholders’ relevant interests are available at
https://www.fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to the rated entity or its related third parties. Details of permissible or ancillary service(s) for
which the lead analyst is based in an ESMA- or FCA-registered Fitch Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch relies on factual information it receives from issuers and underwriters and from other sources Fitch believes to be credible. Fitch conducts a reasonable investigation of the
factual information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Fitch's factual
investigation and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability
and nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions
and other reports provided by third parties, the availability of independent and competent third- party verification sources with respect to the particular security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports
should understand that neither an enhanced factual investigation nor any third-party verification can ensure that all of the information Fitch relies on in connection with a rating or a report will be accurate and complete. Ultimately, the issuer and its advisers are responsible for
the accuracy of the information they provide to Fitch and to the market in offering documents and other reports. In issuing its ratings and its reports, Fitch must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with
respect to legal and tax matters. Further, ratings and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified as facts. As a result, despite any verification
of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to reported financial data in accordance with
the relevant criteria and/or industry standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided "as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the
creditworthiness of a security. This opinion and reports made by Fitch are based on established criteria and methodologies that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective work product of Fitch and no individual, or group of
individuals, is solely responsible for a rating or a report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have shared authorship.
Individuals identified in a Fitch report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled,
verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of Fitch. Fitch does not provide investment advice of any sort. Ratings are not a
recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees from
issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from U$$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a number of issues issued by a particular issuer, or
insured or guaranteed by a particular insurer or guarantor, for a single annual fee. Such fees are expected to vary from US%$10,000 to U5$1,500,000 (or the applicable currency equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a
consent by Fitch to use its name as an expert in connection with any registration statement filed under the United States securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative
efficiency of electronic publishing and distribution, Fitch research may be available to electronic subscribers up to three days earlier than to print subscribers.

For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an Australian financial services license (AFS license no. 337123) which authorizes it to provide credit ratings to wholesale dients only. Credit ratings informati on published by Fitch is not
intended to be used by persons who are retail clients within the meaning of the Corporations Act 2001.

Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a Nationally Recognized Statistical Rating Organization (the "NRSRQO"). While certain of the NRSRO's credit rating subsidiaries are listed on ltem 3 of Form NRSRO and as such are authorized
to issue credit ratings on behalf of the NRSRO (see https://www. fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those subsidiaries are not issued on behalf of the NRSRO.
However, non-NRSRO personnel may participate in determining credit ratings issued by or on behalf of the NRSRO.

Copyright @ 2024 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Reproduction or retransmission inwhole or in part is prohibited except by permission. All rights reserved.
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