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Review of Operations

INDUSTRY TRENDS

The construction sector continued its negative

performance during 2002, despite the overall

economic growth. The present trend in the real

estate market shows stagnant rentals and property

values. Many office and commercial buildings

even in prime locations in Colombo and the

vicinity have faced difficulties in increasing their

rentals due to insufficient demand.

Due to the competition among land sale

companies, the land prices in the outskirts of

Colombo and other major cities have also

remained competitive, creating a buyers’ market,

in the real estate sector. However due to the

positive sentiments created by the ongoing peace

process, property developers are optimistic that an

improvement in market conditions will occur in

the near future.

The housing sector has improved over the years

due to the involvement of government and private

sector organizations, and the demand for housing,

especially in the urban sector, is increasing rapidly.

However, even though Sri Lanka has many

initiatives for housing development, it has no clear

housing policy to address the problems of low-

income people. It is with the intention of

addressing this issue that the  Real Estate Exchange

Limited (REEL) was incorporated under

government patronage. Despite the laws against

converting residential facilities into commercial

space, the owners of residential property in

Colombo and the vicinity continued to do so. This

had an adverse effect on the property developers

due to lower demand and excess supply.

The Sri Lankan real estate sector has good potential

and can be improved given proper attention and

planning by the local authorities. Many new

opportunities have also arisen, an example being

luxury apartments, that have in recent times

become a common phenomenon in Colombo due

to demand from expatriates coming to Sri Lanka as

well as high networth Sri Lankan residents.

Another growth area is retail and commercial

space. These opportunities within the real estate

sector will help enhance the future value and

earning potential of your Company.

STANDING TALL

Despite these difficult conditions, your Company

was able to maintain a high occupancy rate, whilst

securing renewals at market rentals. This was

possible despite competitive market conditions

due to the superior quality of our service and our

long-standing relationships with key tenants.
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Review of Operations (Contd.)

Cost structures were also managed effectively

while continuous upgrading of the building

ensured a high quality product and service to

tenants.

REVENUE

The Company registered a revenue of Rs. 33.4 mn

in the financial year under review, a 8% increase

when compared to the corresponding period last

year. The main reason was the increase in

occupancy levels at Equity One from 86% last year

to 98% during the current year as well as the ability

to secure market rentals.

OPERATING RESULTS

The Company recorded a pre-tax profit of Rs. 17.0

mn for the financial year under review, a 35%

increase  when compared to the previous year with

other income amounting to Rs. 4.8 mn.

TAXATION & APPROPRIATIONS

A provision of Rs. 5.5 mn has been made for

taxation for the period under review. An interim

dividend of 10% on ordinary shares was paid in

February 2003, and the Directors propose a further

10% dividend as a final dividend for the period

under review.

FOCUS ON THE FUTURE

The future looks positive in view of the stable

situation within the country. The construction

industry is also predicted to post a better growth

during 2003, and could register a boom with a

growth in activity in the North-East and increasing

infrastructure reconnecting the North-East to the

rest of the country if the peace initiative is a success.

With the process of economic development, we

expect property prices to improve. This will

contribute to improving the net worth of your

Company.

With the economy on its way towards a recovery

and the government focused towards improving

infrastructure development within the country, the

Company is hopeful that its performance will

begin to reflect the true value of the property it

owns, both in terms of rental income and market

value appreciation.

Carsons Management Services (Pvt) Ltd.

Managers

Colombo,

24th April 2003

REVENUE & PROFIT BEFORE TAX (PBT)
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