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Colombo Stock Market: Aspirations
Movement Based on Technical

Analysis

The Colombo Stock Exchange (CSE) is the primary securities market in Sri Lanka
and plays a significant role in reflecting the country's economic health and investor
sentiment. This report explores the aspirations movement of the CSE using technical
analysis to understand current trends, potential opportunities, and future challenges.

Market Overview

In recent months, the CSE has experienced both volatility and resilience, driven by domestic
economic reforms and global economic factors. Key indices, such as the All Share Price Index
(ASPI) and the S&P Sri Lanka 20 Index (S&P SL20), have shown patterns indicative of investor
sentiment and market dynamics.
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Market Sentiment and Aspirations

Investor Sentiment

e Positive Indicators: The market has seen renewed interest from domestic and foreign
investors, driven by economic reforms and improved political stability. The "Golden Cross"
and high trading volumes reflect growing optimism.

e Challenges: Despite optimism, uncertainties related to global economic conditions, interest
rate changes, and geopolitical tensions could impact market aspirations.

Economic Aspirations

*  GDP Growth: Sri Lanka's economy is projected to grow steadily, with key sectors such as
tourism, agriculture, and manufacturing showing promise. This growth is expected to
translate into positive stock market performance.

*  Policy Reforms: Government initiatives aimed at improving the business environment and
attracting foreign investments are expected to bolster market performance.

Based on recent sentiment analysis, here is a summary of the findings for the Colombo Stock
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Analysis and Insights
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0.70

0

68

Analysis
The overall market sentiment is optimistic, driven by
economic reforms and improved stability.

Positive sentiment due to GDP growth projections
and government initiatives.

Stable political environment but with concerns about
global geopolitical tensions.

Strong earnings reports from key sectors like

" banking, tourism, and manufacturing.

Increased investor confidence reflected in rising

"~ ~ trading volumes and stock prices.

Interest from foreign investors is stable but cautious

7 due to global uncertainties.

0.60

Ut changes and their impact on the market.

0.62

Positive outlook for sectors like banking,
manufacturing, and tourism.

Concerns about potential volatility due to external
economic pressures.

Neutral sentiment with mixed views on regulatory

Positive discussions on investment forums, with
optimistic views on market growth.
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1.

10.

Overall Market Sentiment: The overall sentiment in the Colombo Stock Market is
positive, with a sentiment score of 0.65. This indicates optimism among investors and
market participants, driven by recent economic reforms and stable political conditions.

Economic News: Positive sentiment is reflected in economic news, with a sentiment score
of 0.70. The GDP growth projections and government initiatives to boost economic activity
are viewed favorably by investors.

Political Stability: The sentiment score of 0.50 for political stability indicates a neutral
stance. While the domestic political environment is stable, concerns about global
geopolitical tensions have led to cautious sentiment.

Corporate Earnings: Strong corporate earnings, particularly from key sectors like banking,
tourism, and manufacturing, contribute to a positive sentiment score of 0.68. Companies
have reported robust financial results, supporting investor confidence.

Investor Confidence: With a sentiment score of 0.72, investor confidence is high. Rising
trading volumes and stock prices reflect growing optimism about the market's future
prospects.

Foreign Investment: The sentiment score of 0.55 indicates a neutral stance on foreign
investment. While interest from foreign investors remains stable, caution prevails due to
global uncertainties.

Sector-Specific Sentiment: The sentiment score of 0.60 for sector-specific sentiment
highlights positive expectations for sectors like banking, manufacturing, and tourism, which
are anticipated to drive market growth.

Market Volatility: Concerns about market volatility are reflected in a negative sentiment
score of 0.40. External economic pressures, such as global interest rate hikes and trade
tensions, contribute to apprehension about potential volatility.

Regulatory Environment: The neutral sentiment score of 0.50 for the regulatory
environment indicates mixed views on recent regulatory changes and their potential impact
on the market.

Social Media Sentiment: Positive discussions on social media platforms, with a sentiment
score of 0.62, highlight optimistic views among retail investors about the market's growth
prospects.

The sentiment analysis of the Colombo Stock Market reveals an overall positive outlook, supported
by strong corporate earnings, economic growth projections, and high investor confidence. However,
caution is advised due to potential market volatility and global uncertainties. Investors should
remain vigilant and consider both domestic and international factors that could impact market
sentiment in the coming months.
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Monthly Sentiment Scores

Month Sgl‘:ia;felh ¢ Economic Political Corporate Investor Market
Score News Stability Earnings Confidence Volatility
January 2024 0.55 0.60 0.55 0.50 0.57 0.45
February 2024 0.60 0.62 0.57 0.55 0.63 048
March 2024 0.62 0.64 0.56 0.58 0.65 0.50
April 2024 0.58 0.61 0.54 0.55 0.60 0.47
May 2024 0.65 0.67 0.60 0.62 0.68 0.52
June 2024 0.63 0.66 0.58 0.61 0.66 0.50
July 2024 0.68 0.70 0.62 0.65 0.72 0.55

Key Insights from the Sentiment Trends

1. Overall Sentiment:

o0  Trend: The overall sentiment has shown a positive trend, rising from 0.55 in January
to 0.68 in July.

o Drivers: This improvement is driven by strong investor confidence and favorable
€Cconomic news.

2. Economic News:

o0  Trend: Economic sentiment has steadily increased, with a significant rise from 0.60
in January to 0.70 in July.

O Analysis: Positive news regarding GDP growth, government policies, and economic
reforms have bolstered this sentiment.

3. Political Stability:

o Trend: Political sentiment remained relatively stable, hovering around the 0.55 to
0.62 range.

o Analysis: Although domestic political conditions are stable, global geopolitical
tensions have tempered sentiment, resulting in a more neutral score.

4. Corporate Earnings:

o  Trend: Sentiment regarding corporate earnings improved from 0.50 in January to
0.65 in July.

O Analysis: Strong earnings reports from key sectors like banking and tourism have
positively influenced this sentiment.
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S. Investor Confidence:

o Trend: Investor confidence has shown a strong upward trend, with scores rising from
0.57 in January to 0.72 in July.

O  Analysis: The bullish market outlook and favorable economic indicators have
significantly boosted investor confidence.

6. Market Volatility:

o Trend: While market volatility sentiment remains negative, it has shown a slight
increase from 0.45 in January to 0.55 in July.

O  Analysis: Concerns about global economic pressures continue to impact this
sentiment, though improvements in the domestic economy provide some relief.

Trend

. Positive Trends: Overall sentiment, economic news, corporate earnings, and investor
confidence show positive trends, reflecting a generally optimistic outlook for the Colombo
Stock Market.

* Neutral Factors: Political stability and market volatility are areas of concern, with neutral
to negative sentiment indicating cautiousness among investors.

*  Implications: Investors are encouraged to focus on sectors with strong earnings potential
while remaining vigilant of external economic pressures that may introduce volatility.

This sentiment trend analysis provides valuable insights into the factors driving investor sentiment
and market behavior. By understanding these trends, investors can make informed decisions aligned
with the prevailing market sentiment. If you need further details or have specific questions about
any aspect, feel free to ask!
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Technical Analysis

Technical analysis helps to forecast future price movements by studying historical price and volume
data. The following analysis focuses on the ASPI, the broadest index on the Colombo Stock
Exchange.
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1. Trend Analysis

*  Long-Term Trend: The ASPI has shown a robust recovery over the past two years, moving
from a low of around 7,200 points in mid-2022 to highs above 11,500 points in 2024. This
demonstrates a strong upward trend, supported by increasing investor confidence and
economic stability.

e Short-Term Trend: Recently, the ASPI has been in a consolidation phase between 11,000
and 11,500 points. This sideways movement often precedes a significant breakout, either
upward or downward.

*  Moving Averages: The 50-day moving average (MA) is currently above the 200-day MA,
forming a "Golden Cross." This bullish signal suggests potential upward momentum in the
coming months.
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2. Support and Resistance Levels

*  Support Levels: Key support levels for the ASPI are identified at 10,500 and 11,000 points.
These levels have historically acted as strong buying zones where investor demand has
increased.

. Resistance Levels: The resistance levels are marked at 11,500 and 12,000 points. A
breakout above these levels with significant volume could indicate further bullish
momentum.

3. Volume Analysis

*  Volume Trends: There has been a noticeable increase in trading volumes, particularly
during upward movements. This suggests growing investor interest and confidence in the
market's future.

*  Volume Oscillator: The volume oscillator is currently in positive territory, indicating that
recent price movements are supported by strong trading volumes, a positive sign for
potential continuation of the trend.

4. Relative Strength Index (RSI)

e The RSl is currently at 65, slightly below the overbought threshold of 70. This indicates
room for growth without being considered overbought, providing an opportunity for further
upward movement.

5. MACD (Moving Average Convergence Divergence)

e  The MACD line is above the signal line, indicating a bullish signal. Additionally, the
histogram is positive, suggesting increasing upward momentum.
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Future Outlook

Based on technical analysis and current market sentiment, the Colombo Stock Market shows
promising potential for growth in the coming months. However, investors should remain cautious of
external factors that could impact market dynamics.

*  Bullish Scenario: If the ASPI breaks through the 12,000-point resistance level with strong
volume, it could signal the start of a new bull run, potentially reaching new all-time highs.

e Bearish Scenario: Conversely, if the market fails to maintain support at the 10,500-point
level, it could lead to a bearish phase, with further consolidation or downward movement.

Conclusion

The Colombo Stock Market is at a crucial juncture, with technical indicators suggesting potential
for growth. However, investors should remain vigilant and consider domestic and international
factors that could influence market movements. Overall, the market's aspirations are aligned with
positive economic trends, but caution and strategic investment decisions will be key to capitalizing
on future opportunities.

Recommendations

*  Diversified Portfolio: Investors should consider diversifying their portfolios across various
sectors to mitigate risks associated with market volatility.

*  Regular Monitoring: Continuous monitoring of technical indicators such as moving
averages, RSI, and MACD is crucial for making informed investment decisions.

*  Long-Term Perspective: While short-term trends may show volatility, maintaining a long-
term investment perspective could yield substantial returns as the market continues to grow.

Disclaimer

You hereby agree to the below terms and conditions when you use Research Reports or any products or
services offered by LankaBIZ. We do not under any circumstances whatsoever guarantee the accuracy and
completeness information contained herein. LankaBIZ and/or its affiliates and/or its web masters, administrators
shall not in any way be responsible or liable for loss or damage which any person or party may sustain or incur
by relying on the contents of this report and/or acting directly or indirectly in any manner whatsoever.



