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War condemned but private 
sector hopes it will be quick
Central Bank says foreign reserves enough for 5 months imports; exports, tourism, tea and industrial sectors mixed
By Nisthar Cassim , Suni- 
malee Dias and Yohan Per- 
era
" "S e ver’al' sect i on s 'of the 
private sector yesterday 
condemned US and Brit­
ish strikes on Iraq but ex­
pressed hope it will be 
short if not the Sri Lan­
kan economy and key 
sectors such as foreign 
employment and remit­
tances, tourism, tea ex­
ports could have major 
immediate repercus­
sions.

Though the war is only 
one day old (hence reac­
tions are sketchy) expect­
ations are of a quick war 
but a prolonged one cou­
pled with possible terror 
attacks in US or Europe 
would create chaos 
worldwide creating im­

pact right across the Sri 
Lankan economy. How­
ever some experts were 
of the view  that in  the 
m idst of w ar and  crisis 
there  w ould be opportu­
n ities for Sri Lanka as 
well such as tourists and 
apparel buyers avoiding 
the  M iddle East. This 
w ould  require proper 
strategies put into im m e­
diate action.

Central Bank Governor 
A.S. Jayaw ardena last 
n igh t told the Daily M ir­
ror FT that US w ould be 
under severe global pres­
sure to make the w ar 
short and a quick end 
w ould  not pose major 
problem s. "W hilst we 
hope it (war) w ill end 
soon at present there’s no 
reason  to get alarm ed. 
C urrently  Sri Lanka has 
enough foreign reserves 
to m eet five m onths of 
imports," Mr. Jayawarde­
na said. He also said that 
food supply  is also good 
w hile oil prices have 
come down considerably 
com pared w ith the peri­
od of pre-war tensions.

The G overnor also 
does not expect a major 
destabilization of Lankan 
exports to major markets 
such  as US and  Europe 
though  dem and and 
slow  recovery in  the 
global econom y are is­
sues of concern. Howev­
er the  Central Bank offi­
cials are closely m onitor­
ing the developm ents. 
C onsidering the locality 
of the w ar and its im pact 
on Sri Lankan workers in 
the M iddle East Central 
Bank yesterday had  an 
em ergency m eeting w ith 
commercial banks where 
certain  decisions w ere 
m ade w ith  regard to 
dealing w ith  currency  
notes of Lankan workers 
re tu rn ing  from the M id­
dle East. This is follow ­
ing Singapore not agree­
ing to convert certain  
Gulf currencies un less it 
is on  collection basis. 
Central Bank has issued 
specific instructions to 

commercial 
banks so as to 
help re tu rn ­
ing m igrant 
workers as 
m uch as p os­
sible especial­
ly w ith  the 
Sinhala-Tamil 
New Year 
around the 
corner. A de­
tailed notice 
and a press 
release of the 
new  direc­
tions are to be 
issued by the 
Central Bank 
today. Sri
Lanka re ­
ceives over 
US$ 1 billion 
in  rem ittan ­
ces.

The to u r­
ism sector al­
so m et at 
emergency 
sessions yes-

BAGHDAD IRAQ : Smoke rises from an explosion over al-Rasheed military facility on the 
south east of Baghdad 20 March 2003 as the US launched a war on Iraq early Thursday with 
air strikes on the capital, making good on threats of military action to push President Saddam 
Hussein out of power. AFP
te rday  at the Tourism 
M inistry  to  assess the 
w ar situation  and w hat 
needs to be done to re­
duce the im pact. The 
tourism  in d u stry  was on 
course to a healthy  re­
covery in  the current 
w in te r season and  fore­
cast was a good flow of 
tourists in  the sum m er 
season as well.

Tourism  M inistry  Sec­
retary P. Ram anujam  told 
the Daily M irror FT that 
th e  ind u stry  m et to d is­
cuss contingency plans 
an d  safer rou tes for air­
lines to operate. SriLan- 
kan  has already changed 
its route to avoid the war 
zone. The flow of tourists 
w as also d iscussed  and 
in d u stry  representatives 
including tour operators, 
travel agents an d  ho teli­
ers had  confirm ed that 
there  has been  no  im m e­
diate  cancellation  of 
bookings. A irlines oper­
a ting  out of Sri Lanka 
have slapped a US$ 10 
fuel surcharge on single 
w ay ticket and  $ 20 on a 
re tu rn  fare.

Sri Lanka's biggest tea 
exporter A kbar Brothers 
also confirm ed to the 
Daily M irror FT that 
there  have been  no can­
cellations yet on the part 
of major tea buyers to the 
M iddle East. "As of today 
there is no need to panic 
w hile  expectations are 
tha t the w ar w ould  be 
short," a spokesm an add­
ed. It is estim ated  that 
around 3 m illion kilos of 
tea are sh ipped  to the | 
M iddle East weekly. So 
far shipping lines haven't 
im posed a w ar risk  sur­
charge to sh ipm ents to

M iddle East. Exporters 
feel it is no t w arran ted  
bu t adm it that if im posed 
it w ould be a burden.

At th is  week's Low 
G rown tea  auction  there  
was brisk buying by buy­
ers operating  for orders 
in  hand. Asia Siyaka said 
tha t even though  prices 
w ere relatively  low  sell­
ers m et buiyers bids and  
a fair w eight was sold. 
T here w as specu lation  
th a t overseas buyers had  
asked for cu rren t orders 
to be pu t on  hold  follow­
ing the an n o u n cem en t 
by the US for its deadline 
for Iraq. "Buyers for the  
M iddle E ast w ere qu ie t
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The initial attacks involved about three dozen Tomahawk cruise missiles launched from Na­
vy ships in the Persian Gulf and the Red Sea, as well as bombs dropped from a handful of F- 
117A Nighthawk stealth jets, military officials said.

value at reduced rates war risk surcharges (high-

and m any lots rem ained  
unsold. This tren d  co n ­
tinued  on  W ednesday 
w ith some buyers operat­
ing even for W estern 
markets opting to 'w ait 
and see'. The uncertain ty  
is likely to continue," 
Asia said in  its m arket re­
port on this w eek's au c ­
tions w hich  how ever 
may have not anticipated 
US to strike on Thursday. 
However A sia said th a t 
there were selective b u y ­
ing from  the  CIS an d  a 
few M iddle Eastern d es­
tinations by buyers w ill­
ing to ho ld  for fu tu re  
shipments. Those operat­
ing w ere picking good

b u t m any teas rem ained 
unso ld  for w ant of a suf­
ficient bid.

"The quantity of unsold 
teas as a result is likely to 
be higher than the past 
few  weeks and we esti­
m ate that around 25 to 
30% of all teas offered at 
the  auction  will rem ain 
w ithou t a home. The 
m arket declining and 
h igh  percentage of out 
lots is likely to have an 
adverse im pact on the 
cash  flow situation for 
producers particularly in  
the Low country w here 
the  need  for liqu id ity  is 
greater during this period 
of the year w hen  sm all- 
hodlers take advances to 
celebrate the Sinhala- 
Tamil New Year," A sia 
Siyaka added. P lantation 
M inister Lakshm an Kir- 
iella said  last m onth  th a t 
the G overnm ent has 
agreed to offer w arehouse 
space as well as financial 
assistance to the tea sec­
tor in  the event w ar 
breaks out.

F inancial services sec­
tor w ere of the view  tha t 
interest rates are unlikely 
to go u p  since there w as 
enough liqu id ity  in  the 
m arket w hile credit de­
m and from private sector 
was lackluster.

Hayleys Chairm an Su­
nil M endis said that a 
prolonged war leading to

er freight cost) and higher 
oil prices w ould have an 
im pact on the economy 
including key sectors 
such  as exports and im ­
ports. He was of the view 
that w hilst the war was 
out of control for smaller 
nations such as Sri Lanka 
it is important to diversify 
exports markets as well as 
increase value addition in 
addition to boost local ag­
riculture. Apparel export­
er Lyn Fernando said that 
a shorter war is anticipa­
ted  and  noted th a t there 
is no im m ediate threat 
for apparel exports, 
w h ich  has declined over 
the past two years w hile 
depressed m arket condi­
tions in  the US was an is­
sue as well. H ow ever he 
w as of the v iew  tha t a 
prolonged w ar m ight 
lead  buyers to get ou t of 
the M iddle East and look 
for a lternative sources 
and  Sri Lanka shou ld  
have the  right strategies 
to cash-in  if th a t h ap ­
pens.

Federation Cham ber of 
Com m erce and  Industry  
P resident N ihal Abeyse- 
kera said that im pact of a 
prolonged w ar w ould  be 
very serious. His im m e­
diate concern is the over 
1 m illion  Sri Lankans 
w orking in  the M iddle 
East and  the im pact if 
they are to be evacuated,

its cost and  the  loss of 
hard  earned  foreign ex­
change to the country. 
"The country m ust get to­
gether as a un ited  nation 
and minimize the im pact 
of a prolonged war. Con­
servation policy on  com ­
modities such as fuel and 
gas is essential," Mr. 
Abeysekera added.

Ceylon N ational 
Cham ber of Industries 
President R anjith  Het- 
tiarchchi the w ar w ould  
im pact Sri Lanka o n  ac­
count of the
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