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Structured for 

growth
In a year marked by resurgence and rapid momentum, we 
soared to new heights, defying gravity at every turn. As 
one of Sri Lanka’s fastest-growing finance companies, we 
expanded our footprint in record time, strengthening our 
presence across the island and reaffirming our commitment 
to accessible, customer-centric financial solutions.

This remarkable trajectory was no accident. Since our 
inception 60 years ago, our business has been the result of 
structured growth strategies towards sustainable outcomes 
with disciplined execution, and an unwavering promise to 
protect and grow the interests of our stakeholders.

As we look ahead, while celebrating Mercantile Investments 
60 years in successful business with a momentous year, 
we remain firmly grounded in our values while rising 
ambitiously towards higher stakeholder value. With every 
milestone, we prove that with the right balance of courage 
and care, we can elevate not just our performance, but the 
lives of those we serve.
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Report at a Glance 

Overview

As we celebrate an extraordinary 
milestone of over 60 years of 
excellence, MI remains unwavering to its 
commitment of delivering exceptional 
service to our valued customers. This 
year marks our continued dedication to 
sustainable growth in an ever-evolving 
market landscape, whilst optimising 
stakeholder value. We are proud to 
present our twelfth Integrated Annual 
Report, prepared in accordance with the 
guiding principles and content elements 
of the Global Reporting Initiative (GRI) 
standards as issued by the International 
Integrated Reporting Council (IIRC).  
This report provides a transparent 
and comprehensive disclosure of 
both financial and non-financial 
performance, reinforcing our dedication 
to upholding high governance standards, 
accountability, and transparency.

In alignment with our strategic 
objectives, this report showcases 
the progress we have made and 
continued to make towards creating 
sustainable value for our stakeholders. 
By embracing innovation and forward-
thinking strategies, we aim to deliver 
long-term benefits for all stakeholders, 
reinforcing MI’s position as a trusted 
premier finance company in the Non-
Bank Financial Institution (NBFI) sector. 
Through this integrated disclosure, we 
reaffirm our commitment to sustainable 
value creation, transparently sharing the 
impacts created in the year under review 
and the planned trajectory for the years 
ahead.

Reporting Framework and 
Compliance Standards 

GRI 2-2, 2-3, 2-5, 2-25

Reporting Period and Scope

This Annual Report covers the reporting 
period from 1 April 2024 to 31 March 
2025. To support informed decision-
making and provide meaningful context 
for performance evaluation, the report 
includes comparative data from the 
previous year and, where relevant, up to 
three years of historical information.

In line with our commitment to 
transparency and accountability, we 
have disclosed all material financial 
and non-financial information to build 
stakeholder trust and confidence. 
These disclosures encompass a wide 
array of Environmental, Social, and 
Governance (ESG) topics and have 
been independently audited by Ernst & 
Young Chartered Accountants to affirm 
reporting disclosure accuracy and 
alignment with applicable standards. 

Organisational Structure and 
International Operations

MI operates solely within the domestic 
market with no international operations 
and does not have any subsidiary holding 
relationships. However, we maintain a 
strategic interest in Nuwara Eliya Hotels 
Company PLC, an associate company, by 
holding a 26.12% equity stake. 

Our Target Audience

Our Annual Report serves as a 
comprehensive and strategic 
communication tool, meticulously 
crafted to address the informational 
requirements of our diverse stakeholder 
groups. It is primarily intended to offer 
current and potential investors including 
shareholders and other financial parties, 
a comprehensive assessment of our 
financial performance for the year 
under review, strategic vision, and future 
growth prospects.

Beyond investors, the report also seeks 
to engage and inform a broad range 
of stakeholders, including customers, 
employees, business partners, 
regulators, and the wider community. 
By recognising and addressing the 
distinct interests of these groups, we 
strive to foster transparency, trust, and 
accountability across our operations. 
Through proactive stakeholder 
engagement, we reaffirm our 
commitment to responsible governance, 
as we forge ahead to create long-term 
sustainable value, ultimately contributing 
to the socioeconomic advancement of the 
communities we serve.

Materiality Assessment
GRI 2-4, 2-6

Our commitment to transparency 
and accountability is reflected in our 
rigorous materiality assessment, which 
forms the foundation of our reporting 
approach. Through this process, we 
have carefully evaluated the economic, 
social, and environmental impacts of our 
operations to identify and prioritise key 
material issues. We have ensured that 
all significant financial and non-financial 
matters have been comprehensively 
addressed, while implementing 
effective measures to mitigate risks and 
seize opportunities. The stability and 
consistency of our reporting frameworks 
have been maintained, as there were 
no changes to our organisational size, 
structure, and ownership during the 
reporting period apart from our branch 
expansions. We have also preserved 
continuity in the scope, boundaries, 
and reporting methodology from the 
prior year, ensuring comparability and 
consistency in our reporting, facilitating 
stakeholder convenience. Moreover, the 
absence of any restatements of prior 
information reinforces the accuracy 
and reliability of the data presented, 
strengthening stakeholder confidence 
and enhancing trust in our reporting 
integrity.

Reporting Boundaries and Scope 
GRI 2-2

In this Annual Report, we provide 
our stakeholders with an extensive 
overview of the operations of 
Mercantile Investments & Finance PLC, 
incorporating both financial and non-
financial disclosures. Our financial 
reporting offers an in-depth analysis 
of our performance, while our non-
financial disclosures focus on key 
areas such as the Company’s strengths 
and weaknesses, and emphasise 
emerging opportunities and potential 
risks. Furthermore, we outline our 
comprehensive risk management 
strategies, detailing the proactive steps 
taken to identify, assess, and mitigate 
risks inherent in our business activities. 
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In addition, we present a clear and detailed governance structure, highlighting the 
robust frameworks and mechanisms established by the Board of Directors to ensure 
effective oversight, integrity, and ethical conduct throughout the organisation. This 
includes a rigorous reporting framework designed to provide stakeholders with the 
necessary information to make well-informed decisions. 

Independent External Assurance
GRI 2-5

Sustainability 
Reporting – (GRI)

(Pages 78-79)External 
Assurance 
Soughted 

(Messrs. Ernst 
and Young, 
Chartered 

Accountants)
Compliance 
with CBSL 
Corporate 

Governance 
Disclosures
 (Page 172)

Directors’ 
Statement on 

Internal Controls 
Accuracy

 (Page 227)

Financial 
Statements

 (Pages 228-230)

Conciseness 

Our Annual Report is designed with 
precision to deliver critical information 
in a clear, concise, and accessible 
manner, ensuring stakeholders can 
quickly grasp key insights without 
unnecessary complexity. Each section is 
thoughtfully structured to include only 
the most relevant details, eliminating 
redundancy while maintaining 
completeness. For those seeking deeper 
analysis, our website offers expanded 
resources, including detailed reports, 
datasets, and additional context. This 
dual approach of concise reporting 
paired with extensive online resources 
ensures that stakeholders receive the 
right level of information to support 
their decision-making, reflecting our 
commitment to transparency, efficiency, 
and engagement. 

Long-Term Vision and Strategic 
Priorities

Our long-term vision and strategic 
priorities remain firmly centred on 
driving sustainable growth and creating 
enduring value for all stakeholders. 
Grounded in a clear understanding of 
our core strengths and the evolving 
market landscape, we have strategically 
aligned our initiatives to address 
current challenges, while seizing future 
opportunities. By prioritising innovation 
and embracing transformative trends, 
we are building a resilient foundation to 
sustain leadership in a rapidly changing 
environment. 

Our commitment to agility and foresight 
empowers us to adapt swiftly, ensuring 
sustained competitiveness and 
relevance. Looking ahead, we remain 
steadfast in advancing our strategic 
priorities, fostering innovation, and 
delivering meaningful outcomes that 
align with stakeholder expectations, 
paving the way for a prosperous and 
sustainable future. 

Reliability and Completeness 

Our commitment to reliability and 
completeness is unwavering, as 
we ensure that all data presented 
is carefully obtained from highly 
trustworthy and verified sources. To 
uphold the highest standards of accuracy 
and transparency, this data undergoes 
rigorous internal reviews and is further 
validated through independent external 
assurance processes. These measures 
collectively reinforce the integrity of 
our reporting, providing stakeholders 
with confidence and credibility and 
comprehensiveness of the information 
we disclose. 

Comparability and Consistency 

We have maintained consistency 
throughout the entire report, 
ensuring that all data, metrics, and 
disclosures align with established 
frameworks and methodologies. To 
enhance transparency and facilitate 
meaningful analysis, comparative 
data are provided for periods ranging 
from one to four years, enabling 
stakeholders to assess performance 
trends and progress over time. This 
disciplined approach to comparability 
and consistency underscores our 
commitment to delivering reliable and 
coherent information, fostering informed 
decision-making and trust among our 
stakeholders.
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Report at a Glance

Value Creation and Preservation 

Value creation and preservation form the cornerstone of our business philosophy, reflecting a deliberate and strategic effort to 
maximise the potential of our resources and delivering measurable outcomes for our stakeholders. Through a structured and 
innovative process, we ensure that both tangible and intangible benefits are realised, thoughtfully balancing trade-offs to sustain 
long-term value. Our distinctive value creation framework is deeply embedded within our tailored business model, which serves 
as the foundation for our operational excellence and strategic decision-making. A detailed discussion of this framework and its 
core components can be found on pages 36 to 37, where our value-driven approach is comprehensively outlined. This unwavering 
commitment to creating and preserving value underscores our dedication to sustainable growth and enduring stakeholder trust. 

Forward-Looking Risk Approach

As responsible corporate stewards, we recognise the far-reaching impact of our operations across economic, societal, and 
environmental spheres. While striving to drive sustainable economic growth, we remain resolutely committed to mitigating 
potential negative externalities associated with our activities. By embedding sustainability at the core of our strategic agenda, 
we have aligned our lending, investment, operational, and risk management practices to support long-term value creation for 
all stakeholders. Simultaneously we continue to proactively reduce or eliminate any adverse societal or environmental impacts. 
This integrated and forward-thinking approach underpins our ambition to achieve enduring success while contributing to a more 
inclusive, resilient, and sustainable ecosystem, fostering growth of sustainable communities showcasing a legacy of responsible 
leadership for future generations. 

Forward-Looking Statements

This report contains forward-looking statements pertaining to MI’s financial position and operational performance. These 
statements are inherently subject to uncertainties, as actual outcomes may vary from current expectations due to the influence of 
future events, including emerging opportunities, risks, and unforeseen developments. 

Reporting Regulations, Principles and Protocols

Regulations and Framework Adopted

Regulations and Framework

Mandatory Voluntary

CA Sri Lanka
(SLFRS/LKAS)

CBSL CSE ROC SEC

CA Sri Lanka
Code of Best 

Practices
GRI IR
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Governing Body Reporting Guidelines

Institute of Chartered Accountants of Sri Lanka (CA Sri Lanka) 	� The Code of Best Practices on Corporate Governance 
2023

	� Sri Lanka Accounting Standards (LKASs/SLFRSs)

Central Bank of Sri Lanka (CBSL) 	� Corporate Governance Direction No 05 of 2021

	� Corporate Governance Direction No 03 of 2008

	� The Finance Business Act No 42 of 2011

Registrar of Companies (ROC) 	� The Companies Act No 07 of 2007

Colombo Stock Exchange & Securities and Exchange Commission 
(CSE & SEC)

	� Listing Rules

Global Reporting Initiatives (GRI) 	� This report has been prepared in accordance with 
the Global Reporting Initiative (GRI) Standards - “In 
accordance”

International Integrated Reporting Council (IIRC) 	� This report was also prepared in accordance with the  
International Integrated Reporting Framework of IIRC

Availability of the Annual Report 
In accordance with the prescribed instructions on notice, under the Companies Act No. 07 of 2007, copies of the Annual Report have 
been circulated to all shareholders, prior to the Annual General Meeting. It has also been made available on MI’s corporate website 
www.mi.com.lk and the CSE website www.cse.lk (the report can be viewed under the MI Stock code ‘MERC’).

Concerns and Feedback
GRI 2-3

If you have any queries about the information in this report, please feel free to contact us via preferred mode. 

The Chief Financial Officer/Director (Non-Board), 
Mercantile Investments and Finance PLC, 
236, Galle Rd, 
Colombo 03 
E-mail: accounts@mi.com.lk
Phone: 011 2343720
Fax: 011 2434524

Statement of the Board of Directors on the Integrated Annual Report
The Board acknowledges its responsibility towards ensuring the integrity of this Integrated Annual Report which, in the opinion 
of the Board, has considered the completeness of all material aspects addressed and the reliability of financial and non-financial 
information presented. Thus, the Board assures that the Integrated Annual Report published for financial year 2024/25 provides a 
true and fair presentation of the Company’s financial and operational performance for the financial year under review.  

On behalf of the Board,

	
Deva Anthony	 Shermal Jayasuriya
Chief Financial Officer/ 	 Finance Director
Director (Non-Board)
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Strategic Landscape & Operational Drive

Our Journey

As Mercantile Investments proudly 
celebrates 60 remarkable years, we 
honour a legacy built on bold leadership 
with the solid foundation laid under the 
visionary leadership of late Founder 
Chairman George Ondaatjie, whose 
foundational principles of integrity, 
accountability, and strategic foresight 
remain deeply embedded in every facet 
of our operations. Since our humble 
beginnings in 1964, we have risen to 
become a beacon in our industry driven 
by purpose, fuelled by excellence, and 
committed to creating meaningful, lasting 
impact for generations to come. This 
milestone is more than a celebration of our 
longevity – it’s a powerful testament to the 
vision, resilience, and unwavering values 
that have shaped our path. 

Another defining chapter in our corporate 
journey was the listing of our company 
on the Colombo Stock Exchange in 2011 
under the Diri Savi Board. This landmark 
achievement underscored our dedication 
to regulatory compliance, enhanced 
market visibility and deepened the trust 
of our stakeholders. Since then, we have 
continued to elevate our governance 
standards and reinforce our financial 
framework to support long-term growth.

As we forge ahead, we remain steadfast 
in our resolve to confidently tackle new 
challenges and spearhead sustainable 
innovation through our growing branch 
network and diversified product offerings 
while delivering lasting value that benefits 
not only our customers and partners 
but also our shareholders and the wider 
community.

Business Philosophy

At the core of our operations lies a 
steadfast commitment to integrity, 
accountability, and exemplary corporate 
governance. We conduct our business to 
the highest ethical standards, fostering 
transparency and responsibility in every 
decision we make. Our governance 
framework embodies these values, 
forming the bedrock of our sustainable 
and responsible growth. Reflecting this 
commitment, we have implemented 
comprehensive risk management 
strategies designed to anticipate, evaluate, 
and address potential challenges 
protecting the organisation from 
unexpected disruptions and ensuring 
continued resilience in our operations.

We place strong emphasis on delivering 
superior customer service that 
consistently differentiates us in the 
industry. Consistently anticipating and 
surpassing customer expectations has 
been fundamental to our strategy, allowing 
us to remain at the forefront of evolving 
market demands. This customer-centric 
philosophy is reinforced by our vibrant 
organisational culture, which fosters 
employee satisfaction, collaboration, and 
a shared sense of purpose. As we look to 
the future, we remain fully committed to 
serving our stakeholders with excellence, 
guided by an innovative, responsive and 
customer focused service model.

Corporate Structure

Our organisational structure is 
strategically designed to optimise resource 
efficiency while prioritising a legendary 
customer experience. Every element 
of our company is purposefully aligned 
to this goal, ensuring that our human, 
technological, and financial resources 
are strategically deployed for maximum 
impact. This streamlined structure 
combined with strong internal culture 
empowers us to provide seamless, top-
tier services that consistently go beyond 
stakeholder expectations.

Moreover, our shareholder structure is 
characterised by a concentration of shares 
among a small number of large investors, 
underscoring their strong confidence in 
our vision, strategy, and performance. MI 
continues to hold a 26.12% stake in its 
associate, Nuwara Eliya Hotels Company 
PLC – also a publicly listed entity – 
reflecting our commitment to long-term 
diversification, value creation, and deeper 
engagement within our broader industry 
ecosystem. Together, these elements 
form a solid and adaptive framework, 
positioning us strongly for continued 
success and resilience in the years ahead.
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Funding Structure

MI’s capital structure is designed to 
support long-term growth, financial 
resilience, and sustainable value creation. 
A key pillar of our funding strategy is the 
steadfast support of our valued investors, 
whose confidence and commitment provide 
both stability and strategic flexibility. 
In addition to equity contributions, we 
continue to leverage customer deposits 
as a primary funding source, offering 
competitive returns while ensuring the 
prudent and efficient deployment of capital 
to drive operational performance. This 
dual benefit not only reinforces customer 
loyalty but also strengthens community-
based financial inclusiveness towards 
societal benefit.

To further diversify our funding 
channels, MI strategically accesses 
bank financing, securitised borrowings, 
and debt instruments, enabling us to 
finance targeted lending growth, whilst 
managing our funding cost, maturity 
profiles, and statutory liquidity and capital 
requirements. Furthermore, installing 
a robust risk management framework 
has allowed us to proactively identify, 
monitor, and address risks across all 
funding avenues proactively. Our well-
balanced and adaptive funding structure 
position enabled us confidently to pursue 
growth opportunities while upholding 
our steadfast commitment to financial 
prudence, regulatory compliance, and 
value-driven service excellence.

Market Presence

GRI 2-6

MI’s market presence is underpinned 
by a dynamic and inclusive approach, 
serving a diverse clientele that spans 
individual customers, small and medium 
enterprises, and large corporate entities. 
We take pride in having swiftly amplified 
our market presence by expanding our 
branch network to all provinces to offer a 
diversified product portfolio, enabling us 
to meet the evolving needs of our growing 
customer base with greater reach and 
relevance. This broad accessibility ensures 
that MI remains relevant, responsive, and 
valuable to all layers of society, fostering 
greater financial inclusion and supporting 
economic participation throughout our 
operational footprint.

While MI is strongly positioned to 
expand its market footprint propelled 
by innovation, inclusivity, and a clear 
corporate purpose, we remain deeply 
anchored in contributing to Sri Lanka’s 
socioeconomic progress, extending our 
efforts well beyond business growth alone.

Activities, Products, and Services

GRI 2-6

At the core of MI’s operations lies an 
unwavering commitment to offering 
products and services that are thoughtfully 
designed around the needs of our 
customers. Lending and deposit products 
continue to serve as the cornerstone of 
our portfolio, while our broader suite of 
financial services caters to the diverse and 
evolving requirements of the market.

Our lending portfolio encompasses a 
wide array of tailored solutions including 
leasing, hire purchase (HP), microfinance, 
and term loans, providing both individuals 
and businesses with flexible and 
accessible financing options. In alignment 
with our forward-looking strategy, we 
remain dedicated to the introduction of 
innovative financial products focused on 
sustainability, reflecting our commitment 
to environmentally responsible financial 
practices.

Our product development efforts are 
continuously evolving to address market 
demands and customer preferences. One 
of the key areas of expansion has been 
in the leasing sector, particularly with 
the introduction of Micro Auto, which 
provides affordable access to vehicles for 
a broader demographic. Additionally, we 
have significantly strengthened our gold-
backed lending operations, establishing 
a presence across the country to provide 
customers with secure and attractive 
lending avenues. In 2024 we launched 
a sustainable finance backed product 
suite, which includes financing for solar 
roofs, EVs, and agriculture-led equipment 
financing. Complementing these offerings, 
we continue to provide competitive fixed 
deposits and savings products designed to 
support the diverse financial goals of our 
customers. In line with our commitment 
to inclusivity, we have introduced minor 
savings accounts tailored specifically to 
encourage financial literacy and long-term 
savings habits among children. 



Products and Services

Finance and Lending Products

Lease Financing
Lease facilities are granted mainly against vehicles and machines in accordance with the Finance Lease Act No. 56 
of 2000. MI is proud of the trust and conviction that is placed upon us by loyal leasing customers.

Hire Purchase Financing
In keeping with the Consumer Credit Act No. 29 of 1982, lending facilities are given mainly against vehicles and 
machines that have been registered.

Vehicle Loans
Lending services are offered against registered or unregistered vehicles with the option of structuring the 
instalments based on a customer’s repayment capacity.

Term Loans
At MI, we provide a range of term-based funding which is customised to serve diverse needs. This includes 
personal loans, professional loans, auto drafts, and other term-based loans and provides both revolving and fixed-
term credit facilities.

Property-Backed Lending
Lending services extended against property given as security under a mortgage bond.

Gold Loans
Loans are provided against gold held as security, to serve the urgent financial needs of our customers.

Microfinance Lending
Microfinance services are offered to low income earners, providing them the opportunity to become self-sufficient 
and self-employed, enabling individuals to improve their quality of life.

Micro Auto
Specially design to cater small scale family vehicles and medium size business vehicles.

Sustainable Financing
Facilities granted for electric vehicles, Solar equipment and expanded for the Renewable, Irrigation, Agriculture 
and Socio eco-friendly business loans sectors to support green initiatives.

Deposit Product Offerings

Fixed Deposits
Fixed Deposits at Mercantile Investments and Finance PLC come with a heritage of trust, stability, and the highest 
security, giving the public the best return for their investments.

Savings
At MI, our savings accounts cater to both minor holders and general savings account holders, advocating the habit 
of saving within the Sri Lankan economy

GRI 2-6
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Key Investments

Regulatory Liquidity-Based Investments Equity/Debt Investments

Treasury Bills and Bonds
Fixed-return investment in short-, medium- and 
long-term securities issued by the Government of 
Sri Lanka.

Equity Investments
Primarily investments in ordinary shares of listed 
entities.

Money market, Unit trust and other investments
Fixed-return yielding investments in short- and medium-term deposits in rated banks and financial institutions.

Insurance Support

Motor Vehicle Insurance
Full and third party protection on motor vehicle insurance.

Loan Protection
Loan recovery protection against borrower’s death.

Title Insurance
Protection against loss of ownership of property.

General Insurance
All other protection including fire, burglary, etc.

Workshop Services

Vehicle Servicing
Facilitates all-inclusive motor vehicle servicing. 

Vehicle Repairing
Facilitates varying types of automobile repairs, providing expert attention to every nook and corner of a vehicle.

Paint Jobs
Provides exclusive painting solutions.
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Purpose, Vision, Mission, Principles and Values

Mission
To deploy resources 
effectively towards 
innovative financial 
solutions that will enrich 
our business partners, 
whilst assuring profitable 
investor returns by staying 
ahead in our sphere of 
business and creating a 
sustainable future for our 
employees and society

Purpose
Creating meaningful value 
that exceeds people’s 
expectations

Vision
To be a top-of-mind financial 
services provider committed to 
excellence with a deep sense 
of corporate responsibility 
towards building a sustainable 
nation

Principles 
	� Fulfill our customer needs beyond 

expectations. 

	� Create a lasting and positive 
impression on our people. 

	� Deliver world-class customer 
service at all levels.

	� Ensure business practices 
complement our core values.

Values
	� Empathetic: Proactively being sensitive to customer expectations. 

	� Respect: Recognising and encouraging employee efforts through 
acknowledgement and reassurance. 

	� Collaborative: Collective and united team efforts in any aspect of work.

	� Integrity: Uncompromisingly standing up for what is right.

	� Prudence: Creating value for stakeholders in all aspects by being conscious of 
costs and revenues.

	� Competitive: Being fair but aggressive in competition.

	� Ethical: Being socially responsible and ensuring all actions are ethical.

	� Friendly: The ‘Friendly Specialist’ in finance, bringing happiness through financial 
solutions and superior service.
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Corporate Philosophy and Direction 

 GRI 2-14, 2-22

Our corporate philosophy is anchored in the principles of sustainable development, with a strategic focus on achieving medium- 
and long-term growth that benefits our stakeholders, the environment, and the wider community. Our vision is unequivocal, to 
become a fully integrated organisation that delivers enduring value through responsible practices, sustained stakeholder trust, 
and unwavering ethos towards sustainable development. Sustainability is not a peripheral aspect of our operations; it is deeply 
embedded within our core business strategy, governance framework, and operational practices. In alignment with the United 
Nations Sustainable Development Goals (UN SDGs), we have deliberately integrated sustainability into our organizational objectives, 
structure, and business processes, reinforcing our commitment to driving responsible growth while contributing substantively to 
national and global sustainability agendas.

Whilst we remain firmly committed towards sustainable growth trajectory, oversight of our sustainability performance and 
reporting is vested in the highest governance body within the organisation, ensuring that our commitments are actionable, 
measurable, transparent, and subject to continuous improvement.

Our Sustainability Pledge

To fulfill corporate obligations towards our key stakeholders, focusing on economic social and environment needs, which in turn, 
will support the process of building a sustainable nation.

MI Products and Services

Our portfolio of products and services is uniquely designed to deliver innovative business solutions that minimise environmental 
impact while creating mutual benefits for all stakeholders. By integrating sustainability into our offerings, we empower our 

customers to pursue their goals responsibly, fostering shared value and contributing to a more sustainable future.

MI Operations

Our continuous efforts to align our business processes and community well-being led us to serve society exceptionally.

MI corporate Social Initiatives 

Recognising the unmet needs of the community enabled us to develop inventive solutions in terms of products and services as well 
as corporate social initiatives, aimed at promoting the welfare of the community, society, and the environment.
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Financial Highlights

For the year ended 31 March Actual 2025
Rs. ‘000

Actual 2024
Rs. ‘000

Change
%

Actual 2023
Rs. ‘000

Results for the year

Gross Income  11,952,001  10,948,957 9.16  9,035,723 

Interest Income  11,643,483  10,628,251 9.55  8,749,868 

Interest Expense  5,256,552  6,441,603 (18.40)  6,134,824 

Profit Before Tax  1,607,332  819,779 96.07  132,820 

Provision For Taxation  532,665  263,966 101.79  26,767 

Profit After Tax  1,074,666  555,813 93.35  106,053 

Financial Position at the year end

Shareholders' Funds (Stated Capital and Reserves)  13,836,531  12,165,068 13.74  11,016,005 

Deposit from Customers  42,775,086  36,104,935 18.47  31,223,715 

Loans & Advances, Leases & Hire Purchases (Net)  53,072,688  36,995,701 43.46  32,746,809 

Total Assets  70,933,978  53,230,713 33.26  47,623,301 

Investors

Gross Dividend  75,150  60,120 25.00  -   

Earnings per Share (Rs.)  357.51 184.90 93.35  35.28 

Dividends per Share (Rs.)  25.00  20.00 25.00  -   

Net Assets per Share (Rs.)  4,603  4,047 13.74  3,665 

Ratios

Return on Average Shareholders' Funds (%)  8.27  4.80  3.47  0.96 

Return on Average Assets (%)  1.73  1.10  0.63  0.22 

Interest Cover (Times)  1.31  1.13 16.21  1.02 

Equity: Assets (%)  19.51  22.85  (3.34)  23.13 

Debt : Equity (Times)  3.97  3.19 24.27  3.16 

Dividend Payout Ratio (%)  6.99  10.82  (3.83)  -   

P/E Ratio (Times)  7.27  14.06 (48.28)  73.70 

Non-performing Loans Ratio (%)  4.91  9.81  (4.90)  10.74 

Total Assets Growth (%)  33.26  11.77  21.49  1.33 

Advance Growth  (Net) (%)  43.46  12.97  30.49  (5.64)

Deposit Growth (%)  18.47  15.63  2.84  18.50 

Operating Profit Margin (%)  11.78 6.10  5.68  1.26 

Value Added per Employee (Rs.'000)  7,533  9,266 (18.70)  8,255 

Statutory Ratios

Liquid Assets (%) - Minimum required 10%  19.82  19.68  0.14 18.82

Core Capital Ratios (%) - Minimum required 8.5%  15.60  16.49  (0.89) 16.45

Total Risk Weighted Capital Ratio (%) - Minimum 
required 12.5%

 17.27  17.88  (0.61) 18.02
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Sustainable Performance Trajectory – FY 2024/25

Asset Quality 
Strengthening

Non-Performing Loans 
Ratio

90 days – 4.9% 

Deposit Base

> Rs. 42 Billion 
18% YoY Growth

Total Assets 
> Rs. 70 Billion
33% YoY Growth

Loan Book

> Rs. 53 Billion 
43% YoY Growth

Robust Capital Growth

Shareholders’ funds
> Rs. 13 Billion

Core Capital Ratio
15.60%  

(Minimum Req 8.5%)

Total Risk Weighted 
Capital Ratio 17.27%  
(Minimum Req 12.5%)

Sound Liquidity Buffers

19.82%  
(Minimum Req 10%) 
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Operational Highlights

GRI 
Standard

For the year ended 31st March 2025 2024 Variance 
(%)

2023

Alliances

413-1 Total clientele > 160,000 > 135,000 19  > 100,000 

204-1 Percentage of purchases from suppliers: Head office, 
Colombo (%)

 51  52  (1)  58 

Other locations of Sri Lanka (%)  49  48  1  42 

2-27 Significant fines for product/service (Rs. '000)  -   -  -    - 

205-2 Training on anti money laundering  (Number) 274 51 437  156 

2-27 Significant fines for violation of laws/regulations (Rs. 
Million) 

 -   -  -    - 

Human Strength

2-7 Total workforce (Number)  1,613  1,198 35  1,097 

2-7 Female Representation (%)  30  28 2  25 

401-1 Recruitments for the year (Number) 865 426 103  170 

202-2 Local hiring of senior managers (%)  86  68 18  86 

401-1 Attrition rate (%)  28  27 1  25 

401-3 Retention rate after parental leave (%)  33  78 (45)  44 

403-2 Number of injuries 5 8 (38)  6 

403-2 Number of lost days 172 328 (48)  439 

404-1 Training hours per participant as an average (Hours) 6 11 (45)  9 

404-3 Employee performance appraisal as a percentage of total 
workforce (%)

51  62 (11)  75 

Employee grievances reported and resolved (Number)  -    -    -    - 

201-3 Employee benefit liability  (Rs. '000)  489,083  396,405 23  337,518 

406-1, 
408-1, 
409-1

Human rights violation  -    -    -   

Intellect

Brand Expenditure (Rs. Million) 47 18 161  25 

Market Share (%)  3.4  3.0  -    3.0 

Infrastructure

201-1 Number of new business locations launched  22  8 175  1 

Investment on IT (Rs. Million)  > 100 > 130 6  > 123 

Investment in fixed assets (Rs. Million) 327 229 43  130 

Nature

302-1 Electricity consumption (kWh)  1,824,979  1,612,514 13  1,274,935 

303-1 Water consumption (Units '000)  19,646  13,297 48  13,102 

306-2 Paper recycling (Kg) 1,381  2,913 (66)  2,174 

Significant environmental fines (Rs. '000)  -    -    -    -   
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Milestones & Highlights Captured in Brief – FY 2024/25

April 2024
Mercantile Awurudu Ganudenu 

Celebrated the traditional New 
Year with our valued customers 
through the Awurudu Ganudenu 

event in April 2024, strengthening 
community bonds and cultural 

heritage.

July 2024
Strategic Partnership with 

Eco Solar Rays 
Signed a partnership agreement 

with Eco Solar Rays (Pvt) Ltd 
to promote and finance solar 

products, supporting sustainable 
energy solutions and green 

financing initiatives.

September 2024
Leasing Partnership with DIMO  
Partnered with DIMO to launch an 
exclusive leasing scheme for TATA 

commercial vehicles, offering customers 
benefits such as free registration, 

insurance, accident coverage and rental 
waivers enhancing affordability and 

financial protection.

August 2024
Migration to Scienter System 
Successfully migrated Gold Loan 

and Micro Finance operations 
to the new Scienter system, 

enhancing operational efficiency 
and digital capabilities. 

October 2024
Annual Dinner Dance

Hosted the Company’s Annual Dinner 
Dance under the vibrant theme “The 

Greatest Show”, celebrating team 
spirit and shared success in a night of 

glamour and entertainment.

June 2024
60th Anniversary Celebration 
Mercantile Investments proudly 

marked its 60th anniversary with 
a commemorative stamp launch, 
a press conference and a special 
celebration, honoring six decades 

of trust, growth, and service 
excellence.
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January 2025
Opening of 70th Branch 

The Nelliady Branch was ceremonially 
opened as the 70th branch of 

Mercantile Investments in January 
2025, marking continued commitment 
to strategic expansion and enhancing 

accessibility for our growing customer 
base.

January 2025
Gold Loan Portfolio Drive 

In just four years since its launch 
in January 2021, our Gold Loan 

product has grown impressively to 
exceed a portfolio of LKR 5 billion, 
demonstrating strong customer 

trust and consistent business 
growth.

March 2025
2024/25 ends with Highest-Ever NPAT 

MI ended the year with the highest Net 
Profit After Tax in the company’s history, 

reaching LKR 1.07 billion. This outstanding 
performance underscores the success 
of our strategic direction, operational 

excellence and sustained financial 
discipline.

October 2024
Launch of Podiththo  

Savings Account 
Introduced the Podiththo Children’s 

Savings Account on World 
Children’s Day, fostering early 

financial literacy and saving habits 
among young minds.

March 2025
International Women’s Day 

Celebration
Observed International Women’s Day 
with a series of events and initiatives 

that honored the contributions of 
women employees and promoted 

gender equality within the 
organization.

March 2025
Enhanced Shareholder Returns 

Reaffirming our commitment to value 
creation for shareholders, the company 
paid 1st interim dividend of Rs. 25 per 
share and proposed a second interim 

dividend of Rs. 16.6 per share for the year 
ended 2024/25, in keeping to the robust 

financial performance recorded.
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Message from the 
Chairman

GRI 2-22

“Proactive leadership from 
the Board, together with the 
Management, and unwavering 
commitment showcased from 
various facets that ranged from 
marketing teams to operational 
functional and back office staff 
right from the get-go paved 
the way to meet the set-forth 
optimistic targets for the year, 
keeping the Company resilient and 
competitively geared for the next 
phase, as the Company celebrated 
its 60th year in successful business 
operation on 15th June 2024.”
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Dear Stakeholders,

It was a year that concluded with 
tremendous progress for Mercantile 
Investments (MI) in terms of reaching 
our business and financial targets in 
leaps and bounds, riding on the positive 
business landscape of economic 
revival and capitalising on emerging 
opportunities to further solidify the 
Company’s financial standing in the 
Finance Company sector.  I am proud 
to place on record that MI showcased 
impressive financial results with 
robust growth in profitability, driven 
by noteworthy revenue, which was 
sustained through handsome loan 
book growth year-on-year, whilst 
ensuring anticipated core margins 
were maintained at optimal levels. 
By concurrently establishing sound 
credit practices and effective recovery 
efforts, the Company’s asset quality was 
maintained at impeccable levels, while 
efforts to secure lower rated funds from 
both deposit mobilisation campaigns 
and borrowings and the continued drive 
to develop a cost efficient operation 
bolstered profitability growth this year 
handsomely. 

Proactive leadership from the Board, 
together with the Management, and 
unwavering commitment showcased 
from various facets that ranged 
from marketing teams to operational 
functional and back office staff right 
from the get-go paved the way to meet 
the set-forth optimistic targets for the 
year, keeping the Company resilient and 
competitively geared for the next phase, 
as the Company celebrated its 60th year 
in successful business operation on 15th 
June 2024. 

Stabilisation of Sri Lankan Economy 
Rebounding from the 2022-led 
hardships, this year could be termed a 
year of consolidation for the Sri Lankan 
economy, backed by the continued 
support of  the International Monetary 
Fund (IMF) for the country to turn 
around its default rating status to a 
more stable sovereign rating of CCC+.  
In the backdrop of a resilient economy 
and a more positive outlook with most 
macroeconomic variables staying 
favorable for industry growth and 
rejuvenation, the business community 
was able to operate with fewer 
headwinds than experienced in recent 
years since the post-Covid era.  

This was well reflected from the 
recorded commendable GDP growth of 
5% for the calendar year 2024, indicative 
of the Sri Lankan economy’s steady 
progress towards anticipated normalcy 
levels. 

One of the highlights was the improving 
foreign exchange reserve position 
compared to the last few years, driven 
by higher worker remittances, the 
resurgence of tourism, and reaping 
the benefits of imposing an effective 
exchange management system including 
import restrictions that eventually led to 
a modest foreign exchange reserve build 
up by the start of 2025. This resulted in a 
10.7% appreciation in the rupee over the 
dollar year-on-year while the continued 
easing of the monetary policy – with 
policy rates being lowered further to 
one-digit levels – helped credit growth 
and propelled economic activity across 
almost all sectors with Industry, Services, 
and Agriculture sectors showcasing 
satisfactory growth and contribution to 
national GDP. The observed rapid decline 
in inflation from the astounding levels 
observed in the last two years eventually 
led to a deflation of 1.7% by December 
2024, but it is predicted that this will turn 
around and moderate to modest inflation 
levels of around 5% in the next twelve 
months.

The fiscal consolidation efforts of the 
past Government, which coincided with 
the imposing of higher taxation policies, 
remained to a larger degree unchanged 
with Presidential Elections bringing 
forth a new party and a new president. 
However, within a short period, new 
policies and control measures were 
instilled to curb spending and drive 
Government revenue. A key highlight 
for the sector was the gradual easing of 
vehicle import restrictions from February 
2025, coupled with a higher import duty 
structure. 

Finance Company Sector Effects 
Experienced 
The Non-Banking Financial Institution 
(NBFI) sector remained buoyant, 
propelled by the low interest rate market 
that drove rapid credit growth, whilst 
paving the way to enjoy sound margins 
in the backdrop of lowering of funding 
costs from reprising a relatively shorter 
tenor deposit base than its loan book 
that helped the sector to record robust 
Net Interest Income growth levels of 21% 
year-on-year.  

Although finance companies continued 
to confront a myriad of challenges, 
stemming from the past years’ 
intricacies, which included continued 
import restrictions on motor vehicles, 
the improving economic environment 
bolstered the registered vehicle market 
trade-backed financing, while there was 
equal demand for term-based credit, 
with an uptick in small ticket lending to 
the Micro Small and Medium Enterprises 
(MSME) segment. 

The second half of the financial year 
propelled greater momentum to the 
sector, especially with the announcement 
of the gradual easing of restrictions on 
vehicle imports, starting with commercial 
type large vehicles and moving on to 
household level imports with varying 
engine capacities. The cascading effects 
stemming from increased economic 
activity and revival of varying industries 
across the country drove almost all 
lending products associated with 
the NBFI sector, with lease financing 
being the dominant. To support this 
growth, through the positive sentiments 
associated with the industry with 
improving overall financial standings, 
sector deposits grew by 14% in 2024/25. 
Moreover, sector asset quality levels 
showed a gradual improvement, with 
the average 90-day Non-Performing 
Loan (NPL) percentage dropping to 8.3%, 
reflecting a 6.4% reduction from the year 
before. 

MI’s Rapid Growth Momentum and 
Transformation Journey 
The Company underwent significant 
transformation during the financial year 
to strengthen its business leadership 
in both its core lending and deposit 
mobilisation spheres, driven by the 
COO Laksanda Gunawardena, with 
staunch direction given by Managing 
Director Gerard Ondaatjie and the able 
Board. As the Company celebrated 
its 60th  anniversary in June 2024, 
since its inception in 1964 under 
Founder Chairman late Deshabandu 
George Ondaatjie, it embarked on a 
transformation programme to strengthen 
its competencies in core functions and 
workforce capabilities. 
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Message from the Chairman

In parallel the Company continued with 
its full migration to the external Scienter 
technologies IT system platform to 
bolster a greater technology-driven 
operation towards service excellence 
and product-mix expansion that includes 
digital-based solutions to elevate MI’s 
e-based services to its clientele from the 
next financial year.     

Credit and marketing teams were 
strengthened to support both traditional 
lending services and over 64 branches 
that offer Gold Loan services across 
the country. Mercantile Investments 
became the fastest network growing 
NBFI during this year with an astounding 
43% growth in branch openings year-on-
year, reaching 73 fully-fledged branches 
offering its broad-based financial 
services, including deposit mobilisation 
in all provinces, in keeping to its three-
year corporate plan. By maintaining an 
astounding growth over 300% in its Gold 
Loan book, which surpassed Rs. 6.6 
billion by 31st March 2025, the Company 
took steps to broad-base its product 
mix by introducing Sustainable Finance 
offerings from this year, in keeping 
with its ESG (Environmental and Social 
Governance)  aspirations by launching 
Solar Financing Services, Agriculture-
based equipment Finance and EV 
(Electronic Vehicle)-backed lending.  

During this expansion phase, to keep 
investment expenditure optimal and 
overhead costs controlled, numerous 
initiatives were undertaken, including 
unique design and space management, 
efficient staffing backed by technology 
support, and careful selection of new 
business locations to drive the required 
revenue and reach break-even levels 
in shorter cycles, keeping to targeted 
costs-to-income levels towards overall 
profitability. Operational changes were 
initiated that went hand-in-hand with 
the system migration and evolving 
business landscape towards electronic-
based digital transacting, encouraging 
paperless internal operational practices, 
including digital signature authentication 
to eliminate paper resources and 
accelerate service time periods.  

Robust governance practices were 
instilled, including the restructuring of the 
MI Board with additional Non-Executive 
Directors, to align with requirements 
stemming from Corporate Governance 
Direction No. 05 of 2021, commencing 
1st July 2024 together with a strong 
risk management framework and a 

compliance culture backed by the Board’s 
oversight through its sub-committees. 
A strong control environment was 
instilled adopting industry best practices, 
appropriate policy and operational 
guidelines, and regular review and 
monitoring mechanisms, established to 
detect and correct emerging concerns 
through prompt actions. 

As a culmination of all these endeavours, 
coupled with the dedication of MI’s 
committed workforce, the Company ended 
the financial year with commendable 
financial results, keeping with its targeted 
KPIs, and I am confident that this strong 
foundation and momentum should set the 
pace for the Company’s planned medium-
term growth trajectory laid forth in terms 
of revenue and profitability growth and 
capital expansion.  

Stellar Financial Results Showcased 
By driving revenue growth while 
maintaining asset quality at impeccable 
levels, the Company was able to record 
a stellar Net Profit Before Tax (NPBT) of 
Rs. 1,607 million and a Net Profit after 
Tax (NPAT) of Rs. 1,075 million, reflecting 
astounding year-on-year growth of 
96% and 93% respectively, showcasing 
the steady upward rise in Mercantile 
Investments’ profitability levels in the 
medium term. 

Net Interest Income growth was 
noteworthy up by 53%, driven by the 
commendable 43% growth in total loan 
book, while the Company recorded 
improved core margins in the backdrop 
of repricing of the shorter tenor deposit 
base. Accordingly, total Interest Income 
stood up at 10% while corresponding 
interest expenses declined by18% year-
on-year. Nonetheless, Non-fund-based 
income declined by 4%, primarily due to 
27 % dip in fee based income.  

As a significant highlight, MI’s 90-
day Non-Performing Loan (NPL) ratio 
stood at exceptionally low levels of 
4.9% showcasing the strong quality of 
the loan book as against the industry 
average NPL, which resulted in curtailing 
the impairment charges to Rs. 224.6 
million for the FY 2024/25. In contrast, 
overhead costs escalated by 32%, 
mainly attributable to the ongoing 
branch expansion related expenditure, 
that too primarily due to the increase in 
personnel cost that rose by 31%, with 
total staff strength increasing by 35% 
from a year before. 

Total assets crossed the Rs. 70 
billion mark, reflecting a notable 33% 
advancement from a year before, 
propelled by the robust lending portfolio 
growth primarily driven by term-based 
lending, which includes gold and vehicle-
backed lending up by 68%, whilst the 
lease book growth stood at 23%. 

The Deposit base surpassed Rs. 42 
billion, recording a healthy 18% growth, 
driven by a steady upward increase in 
the number of depositors, up 12% from 
the previous year. Through the Treasury 
division, to support the expanding loan 
book, the Company resorted to bank 
funding and securitised borrowings, 
which saw a 334% rise in total 
Borrowings year-on-year.  Accordingly, 
by the balance sheet date, MI’s statutory 
liquidity ratio position remained strong 
at above 19%, well above the 10% 
prudential regulatory requirements. MI’s 
capital strength remained solid, with 
shareholder funds reaching over Rs. 13 
billion, whilst recording a strong tier 1 
capital ratio of 15.60% above minimum 
8.5%, and a total capital ratio of 17.27%, 
above the 12.5% minimum as at 31st 
March 2025, reaffirming MI’s capital 
strength and strong balance sheet 
fundamentals.  
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Future Perspectives and Intricacies
The steady economic revival taking 
place with the country gradually coming 
out of the hardships witnessed during 
the post-Covid era augurs positively for 
the business community and citizens 
alike. The improving financial standing 
of the nation in terms of its foreign 
reserves backed by the ongoing IMF 
support programme and moreover the 
establishment of a stable government 
outlook since 2024, with strong and 
firm macroeconomic policies towards 
economic stability and eventual 
prosperity in the medium term, has 
already led the way for gradual GDP 
growth projected above 5% for 2025, 
with cascading positive effects to most 
industries, slowly but steadily reviving 
people’s income levels and living quality. 

We can envisage further improvement 
on the macroeconomic front, backed 
by a continued easing of the monetary 
policy to spur economic activity, further 
fueling credit demand through a low-
rated  interest rate regime. With deflation 
levels predicted to convert to 5% 
inflation levels for the current calendar 
year, the exchange rate is expected to 
stabilise at current levels despite the 
lifting of vehicle import restrictions, 
in the backdrop of improving foreign 
currency reserves propelled primarily 
by increasing tourism inflows as well as 
worker remittances in comparison to the 
past years. Moreover, the shift towards 
boosting local industries will remain 
a high priority backed by Government 
policy that will see gradual wealth and 
employment creation generated from 
such endeavors over time. 

In terms of challenges, the fiscal 
policy measures instilled to bolster 
Government revenue will lie heavily on 
individuals at higher income brackets 
and peg back corporates in generating 
higher profitability levels, somewhat 
restricting capital accretion and business 
expansion plans. Ongoing conflicts 
internationally as well as the changing 
political environment-backed policy 
changes, especially from developed 
nations such as the US and China, could 
have impacts on the domestic market. 
However, these will be somewhat offset 
by improving global sentiment over Sri 
Lanka’s financial standing, which could 
pave the way for greater Foreign Direct 
Investments (FDIs) to flow towards 
domestic projects to bolster local 
industries.

Amidst the strategic expansion of our 
branch network and the establishment 
of a robust operational framework, 
Mercantile Investments is optimally 
positioned to leverage the evolving 
economic upturn and seize emerging 
market opportunities with agility and 
foresight. With NBFI sector sentiment 
staying positive, propelled by the recent 
opening up of vehicle imports, we 
can envisage demand for financing to 
improve further as the new financial year 
unfolds.  Demand for traditional lease 
financing as well as term-based lending, 
which includes lending to the MSME 
sector, is bound to remain buoyant. MI’s 
presence in strategic hubs coupled with 
its technology-backed expanding product 
suite will enable the Company to sustain 
anticipated loan book growth targets in 
the medium term. 

Cost optimisation and productivity will 
play an integral part in the Company’s 
future strategy, banking on technology to 
drive the business operation on a leaner 
cost structure, from  branch set-up to 
execution and monitoring. In the next 
phase towards service excellence, we 
hope to enhance e-based platforms by 
introducing e-wallets, internet banking, 
and convenient modes for customers to 
execute transactions with ease. 

MI is geared to harness the evolving  
opportunities, utilising its strong 
branch network and applying strong 
risk management mechanisms to stay 
proactive and counter any headwinds in 
the medium term. The revised three-
year corporate plan sets forth MI’s 
medium-term aspirations and directs 
the Management on a sound and robust 
upward growth trajectory in revenue, 
profitability, and value creation to its 
wider array of stakeholders.   

Extending Appreciation and 
Recognition  
As we mark our 60th successful year 
in business, I would like to extend my 
warm wishes to those who contributed in 
numerous ways to enrich the Company 
in its upward journey.  My heartfelt 
thanks to every individual who has lent 
their expertise, guidance, and stayed 
committed to achieving our established 
goals in spite of the challenging and 
competitive environment. 

My gratitude goes out to my colleagues 
on the Board, who served with staunch 
commitment, imparting invaluable 
knowledge and guidance to ensure 
the Company stays on course to reach 
further success. Your focus, profound 
insights, and strategic guidance were 
invaluable in MI’s steady growth 
trajectory. 

My sincere appreciation to the Managing 
Director, Gerard Ondaatjie, for his 
invaluable leadership and dedication 
displayed during this pivotal phase in 
the Company’s journey to drive MI to 
fresh heights, in keeping with the Board’s 
expectations.   

I take this moment to especially 
recognise and thank all the staff, our 
strong MI team, for their unwavering 
efforts to stay focused and undeterred 
despite the challenges and eventually 
achieve the set targets, enabling the 
Company to conclude the year on a high 
note. 

I also express my gratitude to the 
Governor of the Central Bank of Sri 
Lanka and his dedicated team for their 
unwavering support and collaborative 
efforts throughout the year. As the 
regulator, your steadfast regulation 
has certainly strengthened industry 
resilience and paved the way for greater 
public confidence in the Non-Bank 
Financial Institutions (NBFI) sector. 

Finally, I wish to extend my gratitude 
to all our investors, business partners, 
and stakeholders for keeping trust and 
loyalty in the Company, fostering strong 
bonds that have lasted for decades, 
despite the evolving business landscape 
and headwinds. 

As the Chairman, I reaffirm the MI 
Board’s commitment towards the 
next phase of Mercantile Investments’ 
journey, to move on a strong upward 
growth trajectory that will encompass 
further enriching of stakeholder value, 
contributing to the Sri Lankan economy 
and societal well being in the process. 

Dinuka Perera
Chairman
11th June 2025
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“The Company strongly 
capitalised on the country’s 
gradual economic resurgence 
and improving business 
conditions to achieve robust 
financial results that reflected 
noteworthy growth in 
profitability levels.”
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Navigating a Resilient Recovery: 
Mercantile Investments and Finance 
PLC (MI) surged in business growth,   
posting robust financial results 

As Mercantile Investments celebrates 
its 60th year of successful operations 
in 2024/2025 financial year, marking 
a significant milestone in its business 
journey, the Company made immense 
progress in driving aggressive business 
growth while reaffirming its strong 
financial standing. The Company 
strongly capitalised on the country’s 
gradual economic resurgence and 
improving business conditions to achieve 
robust financial results that reflected 
noteworthy growth in profitability 
levels. Planning and execution was 
meticulous from the get-go, deploying 
an effective business strategy, which 
drove phenomenal branch network 
growth, with the right human resource 
distribution, that helped boost core 
margins, asset quality, and operational 
excellence. 

Macroeconomic conditions were 
favorable, with national real GDP 
expanding by 5% in 2024 following 
two consecutive years of economic 
contraction, reflecting renewed economic 
dynamism across key sectors. This 
rebound was underpinned by improved 
macroeconomic stability. Subsequent 
to an early uptick driven by the VAT 
hike, removal of exemptions, and 
elevated food prices, inflation in Sri 
Lanka followed a broadly declining 
trend during 2024. Inflation, positively 
impacted by reductions in electricity 
tariffs, favorable base effects, subdued 
demand, lower global commodity prices, 
and a strengthening currency, ultimately 
reached deflationary territory by March 
2025 with headline inflation at  negative 
2.6% year-on-year, bolstered by the 
relaxation of monetary policy, enhanced 
investor confidence, and increased 
remittance inflows. 

Sri Lanka’s external sector too 
strengthened notably in 2024, recording 
a current account surplus of USD 413 
million for the second consecutive year, 
supported by a substantial increase in 
tourism earnings, workers’ remittances, 
and foreign exchange inflows that 
enabled the Central Bank to purchase 
a record amount of foreign currency, 
boosting gross official reserves to USD 
6.1 billion. Importantly, the stability of 
the exchange rate and continued support 
from multilateral institutions like the 
International Monetary Fund (IMF) played 
a crucial role in restoring economic 
predictability and enabling private sector 
activity. 

In this positive backdrop, MI strategically 
aligned its operations to capitalise 
on improving consumer sentiments. 
The gradual recovery of domestic 
demand, amidst yet another year 
of an accommodative interest rate 
environment, paved the way for the 
Company to commendably expand its 
loan book by 43%, particularly within 
the leasing and SME lending segments, 
which showed marked recovery as 
business activity accelerated and 
consumers regained purchasing capacity. 
Deposit mobilisation too remained 
solid, backed by the Company’s reputed 
heritage and increasing presence 
across all provinces, which ensured that 
the deposit base retained its growth 
momentum of 18% year-on-year.  

In summary, FY 2024/25 was a defining 
year for MI in setting forth the essential 
building blocks to drive the next phase of 
the Company’s journey. As it successfully 
navigated the country’s transition from 
economic uncertainty to recovery, MI 
stayed agile and resilient in its strategic 
execution, delivering a solid financial 
performance, whilst reinforcing its 
commitment to responsible finance, 
innovation, and stakeholder value 
creation in a transforming financial 
landscape.

Expansion-driven Growth Trajectory

Throughout the year, the MI Board 
remained steadfast in its commitment to 
value creation, laying a strong foundation 
for sustainable business growth 
through targeted strategic initiatives. 
Accordingly, aggressive steps were taken 
to expand MIs business presence while 
invigorating MI’s internal capabilities, 
which saw prioritisation of productivity 
enhancement measures, including 
strengthening human resources 
capabilities and operational efficiency, 
thereby aligning all business activities to 
deliver an efficient cost-effective service, 
leading to sustainable returns for our 
stakeholders.

Guided by a forward-thinking strategic 
blueprint, the MI Board set forth a 
revised three-year corporate plan 
to drive sustained revenue growth 
and profitability. This comprehensive 
blueprint was designed to not only 
capitalise on the broader economic 
recovery but also to anticipate shifts 
in customer preferences and the 
competitive landscape. Our approach 
was holistic, anchored in market 
expansion, product innovation, capacity 
enhancement, and the formation of 
value accretive partnerships designed to 
further strengthen MI’s market position 
and maximise shareholder value. 

As the main highlight, MI’s branch 
network was rapidly expanded in 
just 12 months by integrating 22 new 
fully-fledged branches, bringing the 
Company’s total footprint to 73 locations 
– a remarkable 43% YOY network growth 
– making MI as the fastest network 
growing finance company in the NBFI 
sector for the period under review. 
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A cost-efficient lean branch model 
concept was deployed in the 
establishment of these new locations, 
ensuring operational efficiency and 
shorter break-even cycles whilst opening 
a pathway to reach key economic 
hubs in under-banked communities, 
in anticipation of future growth 
opportunities and competitiveness.

Amid prolonged import restrictions and 
an evolving credit landscape, we adopted 
a proactive strategy for portfolio risk 
diversification by expanding the product 
mix focus from traditional lease financing 
to gold-backed lending, micro auto 
loans and sustainable finance offerings.  
These initiatives were strategically 
aligned with our broader objective of 
maintaining capital stability and fostering 
counter-cyclical growth. The improved 
macroeconomic conditions including 
the declined interest rate environment 
contributed to sustained credit growth 
and at the same time paved the way for 
the declaration of funding costs, which, 
together with asset growth and margin 
optimisation, bolstered MI’s net interest 
income and overall profitability. 

To further enhance bottom-line 
performance, the Company took 
disciplined cost management initiatives, 
focusing on operational excellence and 
productivity enhancement whilst keeping 
customer centricity as a cornerstone 
of our value proposition. Nonetheless 
we did not compromise on investing in 
strengthening our workforce, which grew 
rapidly by 35% year-on-year. 

We broad-based skills and capabilities 
of employees through focused learning 
and development programmes across 
all grades and concurrently continued 
to leverage on digital transformation 
initiatives to improve operational 
efficiency and customer engagement. 
Investment in technology, especially 
to migrate to the external Scienta 
Technology core IT system platform, 
enabled the Company to shorten 
transaction processing times and broad-
base digital payment platforms further, 
while enhancing data-driven decision-
making tools to ensure convenience, 
responsiveness, and service quality. 

By exercising prudent risk management 
practices, including proactive recovery 
measures and enhanced asset quality 
monitoring, the Company was able to 
maintain sound credit discipline even 
as it pursued growth. Despite the rapid 
loan book growth, I am pleased to place 
on record the exceptional asset quality 
levels maintained, with the gross 90-day 
Non-Performing Loan percentage staying 
below 5%, when industry average stood 
above 8%. 

The MI Board remained fully committed 
to instilling a robust governance 
structure that encompassed effective 
policies and practices, deploying a strong 
internal control environment backed with 
a compliance culture across all levels of 
the Company’s hierarchy, aligned with 
the evolving regulatory landscape. 

Reflecting on the year, I am confident that 
the structural changes implemented in 
our strategic approach are beginning to 
yield tangible outcomes. Our disciplined 
execution and unwavering focus on 
performance targets have translated 
into strong financial results, reaffirming 
our fundamental commitment towards 
our investors and other stakeholders, 
creating sustained value through prudent 
stewardship, strategic agility, and a 
forward-looking mindset.

Financial Results – A Remarkable 
Turnaround

Profitability, Capital, and Liquidity

Demonstrating exceptional resilience, 
MI successfully navigated a swift 
turnaround, reversing the subdued 
financial performance experienced in 
previous years. This rebound reflects 
the Company’s enduring strength across 
all operational areas. Profitability saw a 
significant uptick, driven by strong core 
business revenue growth, improved 
margins, and steadfast asset quality. As 
a result, MI’s Net Profit Before Tax (NPBT) 
surged to Rs. 1,607 million, while Net 
Profit After Tax (NPAT) rose noteworthy 
to Rs. 1,074 million, reflecting astounding 
year-on-year growths of 96% and 93%, 
respectively. As a result, shareholder 
funds grew by  14%, while Return on 
Equity (ROE) stood at 8.27% up 72% YOY.
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In alignment with our commitment to 
shareholders value creation, a first 
interim dividend of Rs. 25 per share was 
paid and a second interim of Rs.16.6 per 
share has been proposed, supported by 
the company’s robust performance.

Managing Director’s Review
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Our strong balance sheet enabled us 
to maintain prudent capital buffers 
throughout the year. By retained majority 
portion of the retained profits, we 
ensured prudential capital adequacy 
ratios remained comfortably above 
regulatory thresholds, with Tier 1 and 
Tier 2 capital ratios standing at 15.60% 
and 17.27%, respectively. Similarly, 
liquidity levels too were proactively 
managed by sourcing funds through 
Deposits and Borrowings to support 
business expansion, consistently 
exceeding regulatory minimums 
and instilling confidence among all 
stakeholders.

Revenue Growth, Margins, and 
Asset Quality

Core revenue from lending activities 
grew by 10%, contributing 97% to the 
gross revenue of Rs. 11.95 billion. 
This was underpinned by a robust 
43% expansion in the loan portfolio, 
led by a 23% increase in traditional 
lease financing on registered motor 
vehicles and supplemented by a strong 
performance in gold-backed lending that 
saw the gold book growth surging up by 
303% YOY. In contrast, non-fund-based 
income saw a modest dip to Rs. 308.5 
million, contributing 2.6% to overall 
revenue.

Interest expenses declined by 18%, 
capitalising on a sharp drop in 
market rates and the repricing of the 
predominantly one year and less tenor 
deposit base, which grew commendably 
by 18% to Rs. 42.8 billion. This cost 
reduction contributed significantly to the 
improved margins. Net operating income 
rose impressively by 44% year on year 
from Rs. 4.49 billion to Rs. 6.47 billion, 
reinforcing top-line profitability.

Despite regulatory challenges such 
as the enforcing of the Financial 
Consumer Protection Act, our proactive 
recovery strategies and prompt 
legal enforcements, along with risk-
focused decision-making, enabled 
a notable reduction in 90-day gross 
NPLs from 9.81% reported last year 
to a commendable 4.91%. Strategic 
negotiations and settlements, coupled 
with prompt recovery actions, helped 
contain impairment charges recorded in 
income statement to Rs. 224.6 million.
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Overheads, Personnel Costs, and 
Operational Efficiency

Staying true to our pillars of ‘Prudent 
Growth’ and ‘Operational Excellence,’ cost 
optimisation remained a priority. Whilst 
overheads rose by 32%, primarily due 
to ongoing branch expansions, annual 
salary revisions, and increases in utility 
and energy costs, Cost-to-Income ratio 
improved to 76%, in the backdrop of 
relatively higher revenue generation.

Personnel costs increased by 31%, 
reflecting workforce expansion and 
performance-related payments. 
However, this investment remained 
aligned with MI’s growth strategy and 
supported by productivity enhancing 
initiatives. Management remains 
confident of controlling future overheads, 
particularly with the remaining modules 
of the new Scienta IT platform to go live 
from 1 April 2025. Key digital initiatives, 
including the deployment of a virtual 
branch concept towards a leaner 
operation and broad-basing e-based 
service delivery channels, are expected 
to enhance operational efficiency while 
reducing capital outlays.

Deposit Mobilisation, Borrowings, 
and Asset Growth

To support our expanding lending 
operations, focused marketing 
campaigns and attractive deposit pricing 
drove Fixed Deposit mobilisation by 
18% year-on-year. Concurrently, to 
support the loan book expansion, total 
borrowings increased by 368%% to 
Rs. 11.41 billion, encompassing a well-
diversified mix of bank facilities and 
securitisations.

This sustainable aggressive funding 
blend supported the Company’s rapid 
growth trajectory, with total assets 
increasing by 33% for the 12 months 
ending 31 March 2025, well above the 
industry average of 19%.

Rating Outlook Upgrade

In recognition of our improved 
fundamentals and financial strength, 
Fitch Ratings Lanka reaffirmed MI’s 
National Long-Term Rating at ‘BBB-(lka)’ 
and upgraded the rating outlook from 
‘Rating Watch Negative’ to ‘Stable’ on 
14th August 2024.
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Nurturing Human Capital

Understanding the importance of 
Human Capital in driving performance, 
we strengthened workforce talents 
and capacity by focusing on training, 
enhancing multitasking capabilities, and 
deploying staff optimally. Redeployment 
efforts ensured alignment of talent with 
core business areas, while promoting a 
culture of adaptability and performance.

Other Highlights – Honouring 60 
Years of Legacy and Leadership

As I reflect on reaching another 
milestone in MI’s illustrious business 
journey, I am filled with deep pride and 
gratitude in Mercantile Investments 
celebrating it’s 60 th year on 15th June 
2024, since its founding in 1964. This 
journey is not just a testament to the 
Company’s resilience and growth, it is a 
tribute to the vision and values instilled 
by my late father, Deshabandu George 
Ondaatjie, whose foresight laid the 
foundation for MI to prosper since its 
inception.

What began as a humble effort to 
support vehicle financing needs, backed 
by the trust of a few early depositors, 
has grown into one of Sri Lanka’s 
most respected finance companies. 
My father’s unwavering commitment 
to integrity, prudence, and placing the 
depositor’s interest first continue to 
serve as the cornerstone of everything 
we do. His legacy is not only one of 
entrepreneurship but of purpose, of 
building a financial institution rooted in 
trust and service to others.

Since taking over the leadership in 2011, 
it has been my privilege to carry forward 
this legacy with a renewed vision, 
supported by a dedicated and talented 
team. Over the years, MI has expanded 
its footprint across the country, crossed 
Rs. 70.9 billion in total assets, and 
strengthened its capital base to Rs. 13.8 
billion, all while staying true to the values 
that have defined our identity for six 
decades.

A Grand Celebration to Hail 60 Years 
of Legacy

To mark the 60 year historic milestone, 
Mercantile Investments hosted a truly 
grand and memorable celebration, 
an occasion that brought together the 
company’s entire staff in a spirit of 
unity, pride, and festivity. Held at the 
prestigious Monarch Imperial, the event 
stood out as a dazzling affair, aptly 
termed ‘The Greatest Show,’ and honored 
MI’s six decades of excellence, resilience, 
and shared achievement.

The occasion not only commemorated 
our rich heritage but also served to 
inspire collective pride and reinforce 
our shared vision for the future. It was 
truly a fitting tribute to a legacy built on 
trust, commitment, and enduring values, 
celebrated in the grandeur it rightfully 
deserves.

Strengthening Governance through 
Board Diversity

In further strengthening our corporate 
governance framework and reinforcing 
our strategic direction, I am pleased to 
welcome four esteemed professionals, 
who joined the Board of Mercantile 
Investments during the year under 
review as Independent Non-Executive 
Directors:

	� Mr. Brandon Philip Morris

	� Dr. Sugeeth Saranga Jasenthu 
Patabendige

	� Mr. Graham Anthony Fredrick 
Marshall

	� Mr. Egoda Wiyannala Vajira Arjuna 
Wijesinghe

The addition of these distinguished 
professionals marks a significant step in 
broadening the depth and diversity of our 
Board. Each brings with them a wealth 
of experience, deep professional insight, 
and proven leadership across diverse 
sectors, including finance, academia, 
corporate strategy, and regulatory 
compliance. Their collective expertise 
will continue to enhance the Board’s 
ability to provide well-rounded strategic 
oversight but also ensures that MI 
remains aligned with both the regulatory 
expectations and also international 
standards of corporate governance 
standards.

A strong and independent Board is 
central to protecting the interests of 
all stakeholders, whose continued 
trust remains the bedrock of our 
operations. The appointment of these 
Independent Directors signals our 
ongoing commitment to Board objectivity, 
transparency, and accountability, which 
are essential in fostering stakeholder 
confidence and ensuring sound decision-
making in a rapidly-evolving financial 
landscape.

Managing Director’s Review
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Outlook and Future Prospects

With Sri Lanka’s economy poised to 
grow again at around 5% in 2025, the 
outlook remains positive for the financial 
services sector. However, persistent 
global uncertainties – rising trade 
barriers, geopolitical tensions, and 
inflationary pressures driven by the  
pose risks that could impact domestic 
stability. Possible upward pressure 
to interest rates, potential currency 
depreciation, and continued tax and 
regulatory constraints may weigh on 
household incomes and credit demand.

In this context, Non-Banking Financial 
Institutions must adopt a risk-sensitive, 
proactive approach to portfolio and 
strategy management. MI is well-
positioned to navigate these challenges, 
leveraging its strong fundamentals and 
digital capabilities.

On a positive note, the recovery in 
tourism, improved worker remittances, 
and rising Foreign Direct Investment 
will rejuvenate economic activity. The 
anticipated resurgence in demand for 
vehicle financing, spurred by the easing 
of import restrictions and low interest 
rates, offers significant growth potential 
for the NBFI sector.

Looking ahead, MI remains focused 
on strengthening its digital footprint, 
improving customer accessibility, and 
driving efficiency through a leaner, 
more decentralized operating model. 
Our growth strategy will increasingly 
emphasise diversification into MSME 
lending, agriculture, and green finance, 
while same time reinforcing our 
leadership in traditional leasing and 
gold-backed lending.

We aim to expand our product suite, 
sharpen our credit evaluation tools, and 
maintain robust control mechanisms that 
is further solidified by upholding a solid 
risk management framework to manage 
evolving risks and uncertainty. Our 

performance will be closely aligned to 
our three-year strategic plan, supported 
by proactive governance, prudent 
financial discipline, and a culture of 
compliance and excellence.

Words of Appreciation

As Mercantile Investments proudly 
marks six decades of unwavering 
service, stability, and stakeholder trust, 
I am deeply honored to reflect on the 
remarkable progress we have made 
as a company. Celebrating our 60th 
anniversary was not only a moment of 
pride, but also one of deep gratitude 
for the enduring commitment, loyalty, 
and hard work of all those who have 
contributed to MI’s legacy.

I wish to extend my heartfelt appreciation 
to our Chairman and the esteemed 
members of the Board of Directors. 
Their steadfast guidance, principled 
leadership, and strategic insight 
have been invaluable in steering the 
Company through both opportunities 
and headwinds. The addition of new 
Independent Directors this year 
has further enriched our Board’s 
diversity and vitality, strengthening our 
governance framework and ensuring 
MI remains aligned with regulatory 
expectations and industry best 
standards. Their collective wisdom 
has been instrumental in safeguarding 
the interests of all stakeholders and 
reinforcing depositor confidence in an 
evolving financial landscape.

I also wish to convey my sincere 
gratitude to the Governor, Deputy 
Governor, Director of the Non-Banking 
Supervision Department, and the officials 
of the Central Bank of Sri Lanka for their 
continued support and constructive 
engagement. Their role in fostering 
a sound regulatory environment and 
encouraging responsible growth 
within the sector is highly commended 
and essential for the resilience and 
sustenance of the financial system. 

To our valued customers, loyal agents, 
and trusted business partners, thank 
you for your unwavering trust and 
confidence. Your steadfast support 
has been a source of inspiration and a 
cornerstone of our success. We remain 
privileged to serve you and deeply 
committed to your evolving  needs.

To our shareholders, I extend my 
profound appreciation for your enduring 
belief in our vision and your continued 
investment in our journey. Your trust is a 
responsibility we hold with utmost care 
and purpose.

Above all, to our dedicated and talented 
team across the MI’s fraternity, 
your resilience, adaptability, and 
professionalism have been the true 
driving force behind our achievements. 
It was only fitting that we celebrated 
our 60-year milestone together at 
a grand and joyous gathering, filled 
with unity and pride that honored your 
contributions in the most memorable 
way.

As we turn the page to a new chapter, 
I remain confident that Mercantile 
Investments is well-positioned to 
embrace the opportunities ahead. Backed 
by a strengthened leadership team, a 
solid capital base, and a deep-rooted 
culture of integrity, we are committed to 
delivering long-term value while staying 
true to the founding values that have 
guided us for six decades.

As the Managing Director, I raise a tribute 
to all our stakeholders to wish them 
every success in the year ahead and 
look forward to your continued support 
towards the Company’s future endeavors.

Gerard G. Ondaatjie
Managing Director
11th June 2025
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MI’s Value Creation Model in Action
GRI 2-6

MI’s business model serves as the cornerstone of its foundation and pillars, strategically integrating the Company’s vision, mission, and corporate 
objectives to facilitate the envisioned sustainable performance towards creation of stakeholder value. At its core, the model reflects a disciplined 
approach to resource utilisation, responsible governance, and long-term value generation. We are committed to balancing short-term financial 
returns with long-term resilience by aligning operational decisions with our overarching strategic intent. Our approach is underpinned by ethical 
business practices, transparency, and accountability, ensuring that each decision contributes meaningfully to economic stability, social inclusion, 
and environmental responsibility. Through this integrated approach, we actively respond to stakeholder expectations and evolving market demands, 
reinforcing our role as a responsible financial institution committed to creating shared value.

INPUTS VALUE CREATION PROCESS

Our Capital > Rs. 13 Bn
Deposits > Rs. 42 Bn

Financial

Customer Base – > 160,000
New Suppliers – > 10

Alliances

Workforce – 1,613
Training Hours – 25,419

Human Strength

Brand Investment – 
Rs. 47 Mn
Industry Expertise – 
> 60 Years

Intellect

Branches – 73
New PPE Investment – 
Rs. 327 Mn

Infrastructure

Water Consumption  – 
19,646 m3
Energy Consumption – 
1,824,979 kWh

Nature

Value Added 
Services

Lending

Sustainability, Risk & 
Compliance

IT Finance & Audit

Human Resources

Funding

Collections
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Our value creation framework is anchored in the strategic and cohesive deployment of six interrelated capitals. Leveraging our Financial Capital, 
we ensure robust investment in growth opportunities while maintaining fiscal discipline. Our Alliance Capital enables us to forge strategic 
partnerships that enhance our market position and competitive advantage. Through the deployment of Human Capital, we cultivate a diverse 
and talented workforce that drives innovation and operational efficiency. Our careful stewardship of Natural Capital reflects our commitment to 
environmental sustainability. Additionally, we continuously optimise our Infrastructure Capital to support scalable operations, while our Intellectual 
Capital comprising proprietary knowledge, systems, and processes provides the foundation for our distinctive market offerings and technological 
advancement. This holistic approach to capital utilisation enables us to create superior value propositions that consistently exceed stakeholder 
expectations in an increasingly complex global marketplace.

Detailed disclosures about the stakeholder impact 

assessment is made available in the ‘Impact 

Management Report’ pages 6-10

IMPACT ASSESSMENT Stakeholders CAPITAL OUTCOMESSEGMENT OUTPUTS

Lending

Investment

Insurance

Workshop

Financial Capital
PAT Growth
Revenue
Capital Adequacy

Financial Capital
PAT Rs. 1.07 Bn

Revenue > Rs. 11.95 Bn
Capital Adequacy

Tier I – 15.6%
Tier II – 17.27%

Alliances
Growth in Clientele
Steady professional 
Relationships

Alliances
New Customers > 25,000
Deposit Retention > 87%

Human Strength
Enhanced Competitive 
Strengths
Improved Productivity 
and Agility

Human Strength
Employee Performance 

Appraisals 815
New Recruitments 865

Intellect
Enhanced Brand Equity
Customer Privacy Intellect

IT System  Enhancements

Infrastructure
Modern ICT solutions
Increase Branch 
Presence

Infrastructure
New Branch Openings 22

Investment in PPE Rs. 4.5 Bn

Nature
Energy Conservation
Green Lending Policies

Nature
Recycling of Paper 1,380 Kg

Green Lending Rs. 5.9 Bn

Shareholders

Clients

Staff

Business 
Partners

Society and 
Environment

Regulators
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Materiality Assessment 
GRI 3-1

Our materiality assessment is fundamental to our sustainability strategy, providing a systematic framework to identify, prioritise, 
and address the Environmental, Social, and Governance (ESG) factors most relevant to our business operations and stakeholders. 
Through a rigorous analytical approach, we delve deep into the layers of our internal and external operational environments, 
engaging with diverse stakeholder groups including investors, customers, employees, suppliers, regulatory bodies, and community 
representatives. This comprehensive evaluation enables us to discern most critical issues that could significantly affect our 
organisation’s ability to create, preserve, or erode economic, environmental, and social value for both our Company and its 
stakeholders.

Aligned with internationally-accepted frameworks such as the Global Reporting Initiative (GRI), Integrated Reporting framework 
(IR), and the United Nations Sustainable Development Goals (UNSDGs), our materiality assessment ensures that our sustainability 
initiatives and disclosures remain relevant, transparent, and forward-looking. The assessment methodology employs both 
quantitative and qualitative analysis techniques to evaluate the significance of each identified issue based on its potential business 
impact and importance to stakeholders. This strategic process not only guides MI’s resource allocation and sustainability reporting 
in an efficient manner but also solidifies the risk management practices we deploy, innovation efforts, and long-term business 
strategy, ultimately supporting our commitment to creating sustainable value while addressing pressing challenges and topics of 
local and global importance.

Process of Materiality Assessment

Prioritize the 
most Significant 

Impacts for 
reporting

Assess the 
significance of 

the Impacts

Identify Actual 
and Potential 

Impacts

Understand the 
Organization’s 

Context

Materiality Gauge Matrix

P
ow
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Significance and Relevance for MI’s Business Decision Making

	� Sustainable growth with financial stability and resilience

	� Data security and cyber risk

	� Staying competitive amidst rivalry

	� Upbringing Sustainable Communities

	� Commitment towards Environmental Conservation

	� Employee Health and Safety

Moderate High Very High

	� System migration, integrations and digitalisation related risks and 

Cementing partnerships

	� Asset quality management

	� Compliance, ethics and corporate governance

	� Talent management and motivation

Detailed disclosures about the List of Material 

topics is made available in the ‘Sustainable Value 

Creation’ web content pages 9-21
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MI’s Value Creation Model in Action

Our Strategy

Amid the dynamic evolution of the 
financial services sector, MI's strategic 
priorities for the 2024/2025 financial 
year were carefully designed to harness 
emerging opportunities, fortify our 
competitive standing, and maintain 
operational resilience in a complex and 
dynamic environment. Drawing on the 
momentum of last year’s disciplined 
approach, MI adeptly navigated market 
volatility by leveraging its strong capital 
foundation and robust liquidity reserves. 
This strategic agility enabled us to solidify 
our resilience while laying the groundwork 
for sustained, long-term growth.

MI corporate strategy is anchored in a 
commitment to creating enduring value 
for all stakeholders, harmonizing the 
expectations of investors, clients, and the 
broader community. By capitalizing on 
our inherent strengths and proactively 
adapting to shifting market trends and 
client needs, MI is well-positioned to 
deliver sustainable value. Our rigorous 

annual strategy review ensures optimal 
resource allocation, amplifying our core 
competencies, mitigating vulnerabilities, 
and guiding strategic investments to 
enhance our operational ecosystem.

As the macroeconomic landscape in 
the non-banking financial institution 
(NBFI) sector strengthens with declining 
benchmark rates, robust credit portfolio 
growth, and persistent deflationary 
pressures from the beginning of 2024, MI 
strategically repositioned its operations 
to achieve sustained profitability. With Sri 
Lanka’s economic recovery accelerating, 
evidenced by a robust 5.0% GDP expansion, 
MI enhanced its strategic framework, 
prioritizing risk-adjusted returns and 
capital optimization for stakeholders. Our 
forward-looking financial strategy for 
2024/2025 is engineered to drive revenue 
and earnings growth by leveraging 
economic stabilization, capitalizing on 
sector-wide improvements in asset quality 
and liquidity metrics, and addressing 
evolving client demands within a dynamic 
financial ecosystem. 

Our holistic growth strategy encompasses 
several key pillars: expanding into 
high-potential markets, enhancing client 
engagement through cutting-edge digital 
platforms, introducing innovative product 
offerings, and delivering exceptional, 
client-centric service. We have placed 
a strong emphasis on preserving asset 
quality, optimizing operational efficiency, 
and implementing disciplined cost 
management mechanisms to strengthen 
our financial performance. By aligning our 
efforts with short, medium, and long-term 
objectives, we ensure strategic coherence 
and adaptability in a dynamic market.

A cornerstone of MI’s business model is 
our unwavering commitment to corporate 
responsibility, embedding sustainable 
practices that align with the broader 
interests of our stakeholders. By pursuing 
a purpose-driven strategy, MI continues 
to fulfill its role as a principled corporate 
leader, advancing toward ambitious goals 
that deliver meaningful impact.

The Strategy Formulation Path Set in Motion towards Envisaged Results
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Strategic Planning 
Process Adopted

MI Board’s Role – 
Provided clear 

strategic direction, 
parameter setting 

and guidance

Corporate 
Management’s Role – 

 Drove strategy 
formulation and 
implementation 
with operational 

management 
oversight

Operational 
Management’s Role – 

 Developed and 
implemented effective 

operational plans

Broad-based Reach 
and augmented 
Customer Value 

Proposition

Enhanced Productivity

Automation & 
digitalization

Work force skill 
development

Sustainable 
development to 

enhance stakeholder 
well being

Overarching risk 
management and 

prudent governance 
prerogatives

Deployed  
Strategies 

Investor wealth 
creation

Fulfilling evolving 
stakeholder 

obligations and 
expectations

Addressing 
material concerns 

and minimising 
performance gaps

Optimise positive 
sustainable 

impacts whilst 
minimising negative 

economic, social 
and environmental 

impacts

Strategic  
Outcomes

Internal 
strengths and 
weaknesses 
evaluation

External 
environment 

analysis
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Internal Environment Review

Our Strengths   How We Leveraged

Over 60 years legacy 	� Recorded highest ever Profit after Tax and shareholder funds through a sustainable grow trajectory, 
uplifting trust and confidence of our stakeholders, whilst surpassing Rs 70 billion total asset base.

	� Our unparalleled and personalised customer service has positioned the MI brand as a trusted and 
enduring business partner since 1964.

	� Leveraging the company’s reputation as a top-tier brand to expand our business operations whilst 
attracting new and healthy customer base across the island

	� Strengthening customer bonding and loyalty whilst maintaining solid over 85%  deposit retention 

Employee Proposition 	� Possess 1,613 top skilled employees with adequate business acumen

	� Over 25,000 hours extensive trainings offered 

	� 865 New recruitments with diverse knowledge 

	� Distribution of over Rs 2 billion towards employee benefits

Technology 
Integration

	� Migration to the renowned Scienter e financials system aimed at enhancing overall productivity and 
operational efficiency

	� Reinforcing our competitive position by delivering enhanced customer convenience through 
innovative and digital solutions

Strong Liquidity, 
Asset Quality & 
Capital Buffers

	� Strengthening investor trust and confidence by maintaining a robust liquidity position throughout 
the year, whilst recording year-end liquidity ratio of 19.82% significantly exceeding the regulatory 
minimum requirement of 10%.

	� Maintained “A” grade “Well Capitalized “status with strong capital adequacy ratios well above 
statutory minimums.

	� Sustained strong asset quality by effectively reducing the NPL by 50%, reflecting prudent risk 
management and robust credit oversight practices

Network 
Development

	� Expanded our  market presence and reach   broad basing our branch network with the addition of 
over 20 strategically located branches across the island, reflecting a 43% year-on-year growth 

Sustainable Business 
Practices

	� Advanced our sustainable financing agenda through the introduction of a diversified range of new 
product offerings tailored to the renewable energy, agriculture, smart irrigation, and socio-eco-
friendly sectors reinforcing our commitment to inclusive and environmentally responsible growth

Focused Areas to Improve

Weaknesses Identified Our Strategic Approach

Product dependency on 
Fixed deposit base 

	� Strengthened the savings portfolio by launching the ‘Podiththo’ minor savings product, 
strategically integrating it into the branch network and deploying dedicated product marketing 
personnel to drive outreach and engagement at the grassroots level

Managing Maturity 
mismatch

	� Focused on long term bank and securitized borrowings whilst managing the funding cost

	� Offering attractive rates for long term deposits

Functional autonomy 
among employees

	� Cross functional engagement activities monitored through HR department
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MI’s Value Creation Model in Action

External Environment Review (PESTEEL Analysis)

Analytical 
Factor

Key Point Impact to LFC Our Approach

Political Promising Political 
Leadership and 
Governance

The recent election of a reform-oriented 
government with a strong mandate for 
transparency and accountability has 
ushered in a more stable and predictable 
policy environment. This positive shift is 
bolstering investor confidence, reinforcing 
regulatory consistency, and creating a more 
enabling landscape for financial institutions 
to operate and grow with greater certainty.

In response to the improved political 
and economic stability, we have 
actively pursued growth through 
physical presence. Aggressive 
brand expansion demonstrates our 
confidence in the regulatory direction 
and our commitment to expanding 
access to financial services nationwide. 

Skill driven strategic 
appointments

Key government positions are now held 
by respected professionals with proven 
industry expertise. This trend indicates more 
informed and realistic decision-making 
processes, which contribute to better 
economic stewardship and more credible 
financial sector policies an encouraging sign 
for licensed finance companies navigating 
regulatory frameworks. 

We already deployed a highly 
transparent business structure, 
which aligns seamlessly with the 
government’s renewed focus on 
accountability and regulatory integrity. 
The revised 3 year strategic plan set 
forth competitive strategy to drive MI 
into the next phase.

Easing of Vehicle Import 
Restrictions with Tax 
Implications

The government’s move to ease vehicle 
import restrictions marks a notable 
increment in related credit segments such 
as vehicle leasing and consumer auto loans. 
However, the continuation of a high tax 
regime on imports tempers this benefit, 
limiting demand growth.

Strengthened strategic partnerships 
with importers and agents to 
effectively capitalize on the growing 
demand for unregistered vehicle 
financing, positioning the company 
to capture emerging market 
opportunities.

Economic Monetary Policy Easing 
and Streamlining

Whilst the interest rates continued to decend 
throughout the year, with the introduction 
of a single policy rate, the Overnight Policy 
Rate (OPR) has simplified monetary policy 
signaling, allowing financial institutions 
to price loans and savings products more 
accurately.

In alignment with the evolving 
macroeconomic environment, we 
have recalibrated our product pricing 
models. This ensures our financial 
offerings remain competitive, 
sustainable, and responsive to both 
market and regulatory signals.

Economic Recovery 
Driving Business 
Expansion

Sri Lanka’s economy rebounded strongly 
in 2024 with a real GDP growth of 5.0% 
following two years of contraction. This 
macroeconomic recovery has created 
a favorable environment for business 
growth, credit demand, and new market 
opportunities for finance companies.

Capitalising emerging business 
opportunities, MI embarked on a 
journey toward steady and sustainable 
growth, strategically expanding  
market reach and diversifying its 
product offerings whilst recording 
highest ever Profit after Tax (PAT) 
of Rs. 1,074 million marking robust 
growth in loan book and deposit base.



Mercantile Investments and Finance PLC – Integrated Annual Report 2024/25 

43

Analytical 
Factor

Key Point Impact to LFC Our Approach

Rupee Appreciation 
& Greater stability 
in foreign currency 
fluctuation

The Sri Lankan rupee appreciated by 10.7% 
in 2024, strengthening import affordability, 
particularly for vehicle and equipment 
financing, supporting relevant lending 
portfolios despite existing tax barriers.

Declining Inflation 
Creating Stability for 
Lending

Rapid decline in inflation from the 
astounding levels observed in the last 
two years eventually led to a deflation of 
2.6% by March 2025, curbing the pressure 
on overhead cost escalation and easing 
somewhat individual’s disposable income 
levels,

Rising Per Capita Income 
Increasing Consumer 
Capacity

Sri Lanka’s per capita income rose in 2024, 
reflecting a boost in household purchasing 
power and disposable income. This trend 
supports increased demand for personal 
finance, savings, and investment products.

Social Stable Cost of Living 
Supporting Financial 
Predictability

Despite global uncertainties, the cost of 
living in Sri Lanka recorded only a marginal 
increase in 2024, as indicated by the annual 
average change in the Consumer Price Index 
(CPI).

As a long standing and responsible 
corporate citizen, we continued to 
extend our financial assistance to low 
income earners through our micro 
finance arm, Gold Operation and 
sustainable financing products while 
empowering women entrepreneurship.

Rising Nominal Wages 
Enhancing Credit 
Affordability

Rise in income levels positively influenced 
borrowers’ repayment capacity and 
broadened the scope for expanding retail 
credit products, including personal loans 
and savings instruments.

To address shifts in demographic 
trends and income dynamics, we 
expanded our branch network and 
strengthened our frontline staff with 
highly capable professionals. Whilst 
expanding our reach, we have broad-
based our customer base by delivering 
a more personalized and seamless 
customer experience.

Declining Population 
Impacting Market 
Potential

Sri Lanka’s mid-year population declined by 
0.5% in 2024. This demographic contraction 
could gradually reduce the size of the 
potential customer base for financial 
products, particularly in rural and aging 
segments, requiring companies to adapt 
with more targeted, customer-specific 
offerings.
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MI’s Value Creation Model in Action

Analytical 
Factor

Key Point Impact to LFC Our Approach

Technological Increased Exposure to 
Cybersecurity Risks

With greater reliance on digital platforms 
and online transactions, system 
vulnerabilities have become more 
pronounced, exposing financial institutions 
to heightened cyber threats.

To enhance system reliability and 
ensure compliance with evolving 
technological standards, we have 
fully migrated to an industry-accepted 
core operating system. This migration 
supports seamless integration, data 
security, and improved service delivery 
across all branches.

We have set forth high-grade firewall 
systems and cybersecurity protocols 
to safeguard against increasing 
cyber threats and ensure robust data 
protection.

Emergence of AI-Driven 
Business Models

The rapid advancement of artificial 
intelligence (AI) has introduced new 
possibilities for automation, customer 
behavior analysis, credit scoring, and fraud 
detection. These AI-driven models can 
significantly enhance operational efficiency 
and decision-making processes within the 
finance sector.

We have fully digitalized our lending 
disbursement process, enabling faster 
turnaround times and a more efficient 
customer experience.

Real-Time, Remote Work 
Technologies

Innovations supporting remote work 
environments, such as cloud-based systems 
and real-time collaboration tools, have 
become more widespread.

Recognizing the critical role of 
technology in financial services, we 
invested Rs. 89 million during the 
year in maintaining and upgrading all 
computer-related infrastructure.

Digitally Literate 
Consumers and 
Workforce Driving 
Transformation

The growing digital literacy among both 
consumers and employees presents a 
strong opportunity for finance companies to 
digitize their processes, enhancing overall 
service efficiency and customer satisfaction.

Ethical Regulatory Emphasis on 
Consumer Protection

Regulatory frameworks have been 
strengthened towards customer protection, 
responsible lending, and ethical debt 
collection, demanding for ethical and 
transparent business practices.

We maintain a highly transparent 
operational structure across all 
aspects of our business, ensuring 
that customers, regulators, and 
stakeholders have clear visibility into 
our processes.
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Analytical 
Factor

Key Point Impact to LFC Our Approach

ESG and Ethical 
Governance Integration

Demand for embedding Environmental, 
Social, and Governance (ESG) principles into 
business models.

Whilst embedding strategic corporate 
sustainability into our business model, 
we have ensured that our lending and 
operational  practices are guided by 
principles of fairness, accountability, 
and aligned with the long-term well-
being of our clients.

Environment Growing Demand for 
Green Lending

The demand for environmentally sustainable 
financing continues to rise with financing 
for renewable energy projects, energy-
efficient transportation, and environmentally 
responsible business practices—positioning 
finance companies as key enablers in the 
transition toward a low-carbon, sustainable 
economy.

As part of our commitment to 
environmental sustainability, we have 
introduced solar financing products 
to support the transition to renewable 
energy. Our green lending portfolio has 
reached Rs. 5.9 Bn, reinforcing our role 
in promoting eco-friendly investments 
and sustainable development

National Commitment 
Through ‘Clean Sri Lanka’ 
Initiatives

“Clean Sri Lanka” project which reflect, the 
country’s growing national commitment 
to environmental cleanliness has created 
opportunities for finance companies 
to participate in or fund programs that 
contribute to public environmental welfare 
and enhance their ESG credentials.

Whilst being conscious of 
environmental conservation, we have 
proactively reduced our paper usage 
and waste, through greater automation 
of internal processors.

Legal New CBSL Guidelines 
and other regulatory 
amendments

Infusion of stream of regulatory and tax 
changes will have varying impacts to the 
business community.

Ensured MI’s compliance to various 
regulatory requirements and made 
plans for adopting applicable sections 
in future through close monitoring and 
feedback.

Implemented new policies and 
procedures and conducted training 
to adhere to evolving regulatory 
requirements and industry best 
practices

Detailed disclosures about the external environment review is 

made available in the ‘Sustainable Value Creation’ web content 

pages 25-52 
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MI’s Value Creation Model in Action

Strategy Actioned

Overall Objectives - 

  Short Term Target Medium Term Objective Long Term Goals

  Net Interest 
Margin (NIM)                  

        
> 8%

Cost to 
Income

 Ratio
< 80%

Asset Quality         
      (NPL)         

< 10%

Net Profit 
After 

Tax   
> 500 Million

Growth in 
Customer 

Base 
> 15%

Market Share        

        
> 3%

Asset Base

> 10%

FY 24/25 11.87% 75.61% 4.91% Rs. 1,075 18.51% 3.39% 33.26%

Past 3 Year 
Average

9.04% 87.20% 9.70% Rs. 558 19.50% 2.94% 8.56%

Core Strategy 01- Augmenting and Enhancing the Customer Value Proposition

During the 2024/2025 financial year, Mercantile Investments & Finance PLC remained resolutely committed to enhancing client 
value, strategically tailoring its financial solutions to meet the dynamic needs and expectations of its clientele in a revitalized 
economic landscape. Expansion of the product portfolio occurred through scaling Gold Loan operations across the branch network 
by offering services in 64 locations, complemented by innovative product differentiation to strengthen market positioning. Product 
mix diversification was bolstered by the introduction of a “Sustainable Finance” product suit that included Solar Loans, EV backed 
lending and agriculture equipment funding that commensurate the 60 year celebration held on 14th June 2024. Strategic growth 
was propelled by the addition of 22 new branches, significantly amplifying MI’s market reach and brand visibility nationwide. 
Targeted investments in cutting-edge technology enhanced operational efficiency, delivering seamless, client-centric solutions that 
drive convenience, underpin sustainable profitability, and cultivate long-term client loyalty.

KPI Achievement status

Actual
FY 24/25

Planned
FY 24/25

Past
FY 23/24

Portfolio Growth  

         - Lending 43% > 25% 13%

         - Deposits 18% > 15% 16%

Growth in  Total Customer Base > 160,000 >150,000 >135,000

New Branches opened/ Expansions 22 26 08

Core Strategy 02- Driving Productivity and Cost Optimisation Prerogatives

Guided by the strategic pillars of “Prudent Growth and “Operational Excellence” the 2024/2025 financial year prioritized 
transformative efficiency through innovative cost optimization and productivity advancements. Emphasis was placed on cultivating 
a streamlined, agile operational framework to navigate cost pressures, while leveraging cutting-edge technological solutions to 
elevate performance. To bolster workforce productivity, substantial investments were directed toward professional development 
and robust talent retention initiatives, complemented by the adoption of versatile, cross-functional strategies to effectively mitigate 
risks associated with employee turnover.
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KPI Achievement status

Actual
FY 24/25

Planned
FY 24/25

Past
FY 23/24

Return on Assets 1.73% > 1% 1.10%

Cost to Income Ratio 75.61% < 80% 85%

Training Hours Per Employee 6.16 hours > 5 hours 11 hours

Core Strategy 03- Robust risk management and governance prerogatives

In a highly volatile and complex operating landscape, robust risk management and governance remain pivotal to ensuring 
organizational resilience, stability, and forward-looking adaptability. In keeping to the Corporate Governance Direction, the 
compliance and risk function was further streamlined with the appointment of two separate officials from 1st July 2024 to effect 
broad-based best practices to enhance risk oversight and adopt strong compliance over core governance practices. Accordingly 
risk mitigation took a proactive approach adopting sophisticated techniques, encompassing comprehensive stress testing 
analysis, continuous monitoring, and risk appetitive recommendations to address emerging risks. Regular, multidimensional risk 
assessments were prioritized, with particular focus on navigating the evolving challenges of interest rate volatility and credit risk, 
given their significant impact on financial performance. The risk matrix and register were refined to implement more rigorous 
controls within the business model, safeguarding loan portfolio quality and protecting net interest margins from undue erosion. 
These strategic measures effectively curtailed rising credit risk, maintaining non-performing advances product wise and asset 
category wise managed based on respective category risk including sector risks. This enhanced net interest margins, thereby 
reinforcing resilience against prevailing macroeconomic headwinds.

KPI Achievement status

Actual
FY 24/25

Planned
FY 24/25

Past
FY 23/24

New initiatives on risk management 10  8 8

One year maturity mismatch Rs. 0.4 Billion Rs. < 4 Billion Rs. 4.9 Billion

NPL ratio 4.91% < 10% 9.81%

Core strategy 04- Upholding the aspired sustainability pledge for societal well-being

The commitment to sustainability remained resolute throughout the 2024/2025 financial year, with a steadfast focus on integrating 
responsible business practices to address economic volatility, community challenges, and broader Environmental, Social, and 
Governance (ESG) imperatives. As an established financial institution, stakeholder trust and confidence were reinforced through the 
adoption of sustainable strategies and the cultivation of a distinctive corporate ethos rooted in voluntary, impact-driven initiatives. 
Emphasis was placed on advancing financial inclusion, particularly for underserved populations, to empower communities and 
enhance livelihoods, thereby aligning operational objectives with long-term societal and environmental benefits.

KPI Achievement status

Actual
FY 24/25

Planned
FY 24/25

Past
FY 23/24

Green Lending Rs. 5.9 Billion Rs. > 3 Billion Rs. 3.5 Billion

Detailed disclosures about the strategy deployed is 

made available in the ‘Sustainable Value Creation’ 

web content pages 53-65
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Resource Allocation at MI
Strategic resource allocation has remained fundamental to MI’s operational excellence, underscoring our dedication to sound 
management and long-term sustainable growth. During the year, we have strategically prioritized our resource allocation to 
support the expansion of our branch network and IT infrastructure to drive our future potential and competitive edge in the market 
whilst bolstering operational efficiency and scalability. Additionally, substantial investments in employee development initiatives 
have fortified our workforce, ensuring they possess the requisite skills and expertise to navigate evolving industry landscapes. As 
responsible stewards of shareholder value, we have upheld a disciplined resource allocation strategy, carefully balancing near-
term priorities with long-term sustainability, to ensure the delivery of sustained, optimal returns for our stakeholders.

Business 
Lines

Lending

Investments

Deposits 
Mobilisation

Other 
Ancillary 
Business

Business Activities Affected Funding

Customer 
Intelligence, 

Product 
Design and 
Innovations

Evaluation 
and Execution

Collections
After Sales 

Support

Customer 
Relationship 
Management

Support 
Services

Key 
Resources 
Mobilised

Financial 
Wealth

Human 
Strength

Alliances

Infrastructure

Intellect

Nature

Critical Moderate Not Significant

MI’s Value Creation Model in Action
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Capital Management Process

Capital Management process that 
drives Stakeholder Value

At the heart of MI’s value creation 
strategy lies a disciplined and integrated 
approach to capital management 
ensuring prudent stewardship of the 
company’s diverse resources. These 
resources, collectively referred to as 
Capitals, encompass both tangible and 
intangible assets, including financial 
capital, human capital, intellectual 
capital, natural capital, social & 
relationship capital, and manufactured 
capital.

The year 2024/25 marked a period 
of strategic transformation and 
resilience, during which MI effectively 
harnessed its alliances, intellectual 
assets, infrastructure, human talent, 
and natural and financial resources 
to drive sustainable growth. This 
multifaceted use of capitals enabled 
the organization to exceed stakeholder 
expectations, even in a challenging 
and fast-evolving industry landscape. 
MI’s capital management framework is 
designed to be dynamic and responsive, 
recognizing that these capitals may 
increase, diminish, or transform 
depending on internal goals and external 
conditions. The company emphasizes 
careful planning to minimize risks and 
trade-offs, ensuring a well-balanced and 
sustainable approach to long-term value 
creation.

As part of its broader commitment to 
corporate sustainability, MI integrates 
comprehensive and strategic thinking 
into its governance and operations. This 
allows the Board and management to 
optimize resource allocation across the 
short, medium, and long term delivering 
consistent, resilient, and lasting returns. 
MI also maintains a deep sense of 
environmental and social responsibility. 
The organization actively contributes 
to sustainable development through its 
operations, partnerships, and community 
engagements. This ethical foundation 
reinforces MI’s role as a responsible 
corporate citizen.

In an industry characterized by volatility and rapid transformation, MI’s well-
diversified capital base has served as a critical pillar of resilience, enabling the 
organization to navigate challenges with stability and agility. By leveraging these 
capitals, MI recorded impressive growth in profitability and  asset base whilst 
delivering positive impacts to the broader economy, society, and environment. This 
achievement underscores MI’s enduring commitment to investors, employees, 
customers, business partners, and all other stakeholders, a commitment that drives 
the company’s growth, innovation, and sustainability.

Capital management approach

Capital  
management 

approach
Human StrengthIntellect

Nature

AlliancesInfrastructure

Financial

Below is a representation of a structured plan MI has a developed to bolster efficient 
resource utilization in its value creation strategy. It strives to identify any gaps in 
the allocation and management of resources and thereby ensures that the returns 
are maximized. This systematic process is crucial to preserve these valuable 
resources to future generations. It facilitates the company’s growth ambitions without 
compromising on the positive impact on society through promoting responsible 
stewardship of resources.

Capital Development 
and Trade offs

	� Cost benefit assessment

	� Resource distribution

	� System developments

	� Innovative solutions

	� Operational excellence

Capital Sourcing

	� Major stakeholder

	� Resource management

	� Credit rating

	� Brand management

Capital Preservation

	� Governance, ethics & 

culture

	� Risk management

	� Statutory Audits

	� Stakeholder mapping
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Anchored by a resilient capital base, backed by sound asset quality, strong liquidity, and a solid regulatory capital position, our 

Financial Wealth stands as a catalyst for structured and transformative growth. Together, these pillars amplify the credibility 

and endurance of the business model, empowering MI to pursue its structured growth agenda and long-term value creation with 

confidence, clarity, and visionary purpose.

In a year marked by transformation and opportunity, Mercantile Investments and Finance PLC (MI) soared to new heights, achieving 

a record-breaking Profit After Tax (PAT) of Rs. 1.07 billion, an achievement epitomising MI’s unwavering commitment towards 

bold vision, enduring resilience, and disciplined execution in steering purposeful growth amid Sri Lanka’s economic resurgence. 

Propelled by a solid capital base reaching Rs. 13.83 billion and underpinned by impeccable asset quality, this performance 

reflects MI’s strategic foresight, operational excellence, and ability to harness its core competencies towards a sustainable growth 

trajectory, in a highly-competitive financial landscape.

The evolving economic environment provided vital uplift for MI’s structured ascent. The Average Weighted Prime Lending Rate 

(AWPLR) recorded a notable decline in the first half of 2024, largely driven by the Central Bank of Sri Lanka’s (CBSL) accommodative 

monetary policy stance which stabilised market interest rates, reduced borrowing costs, and improved credit conditions across 

the economy. MI adeptly harnessed these tailwinds to accelerate growth and expanded its lending portfolio, improved net interest 

margins, and strengthened cash flow generation while maintaining rigorous cost discipline and executing prudent asset-liability 

strategies. These calibrated initiatives enabled MI to transcend market constraints through scalable, strategy-led operations, 

achieving exceptional operational efficiency and fortified financial strength. Moreover, a steadfast focus on robust risk management 

and a prudent proactive governance style fortified MI’s balance sheet strength further in a shifting economic terrain.

Financial 
Wealth

Noteworthy Accomplishments 

NPAT – Rs. 1.07 Bn 

Lending portfolio growth – 43%

Deposit base growth – 18%

Total Assets growth – 33%

Shareholder funds growth 14%

Capital Adequacy Tier I – 15.6%

Capital Adequacy Tier II – 17.27%

NPL – 4.91%

Liquidity Ratio – 19.82%

Dividends Paid – Rs. 75.15 Mn

Net Assets per Share – Rs. 4,603

ROE – 8.27%

EPS – Rs. 357.51

Robust 
Investor 
Returns

Strong 
Liquidity 

and Capital 
Adequacy 
Position

Sustainable 
Business 
Growth 

Trajectory

Detailed disclosures about Financial Wealth 

Creation is made available in our website.
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Assessing Value Creation 

	� Timely payments and 
enhanced value creation

	� Real time credit 

disbursements and 

convenient repayment 

procedure

	� Integrate with latest 
technology to reduce 
traditional paper based 
resources

	� Venturing to sustainable 
products thereby expanding 
to new sectors

Capital Interdependency with underlying Strategy

Capital Short Term Medium Term Strategy Map

Alliances Creating New business partnerships  Transparent alliance practices and 

lasting bonds for mutual benefits 

	� Revenue optimization with ease of 

access for valued clientele

	� Adoption of emerging and trending 

digital facilities

	� Reaching new heights with 

maximized Asset base

Human Maximization of Monetary benefits Strengthened employee value 

proposition

Infrastructure Wider accessibility through branch 

network 

Digitalized payment and settlements

Intellectual Upgrade of new processers adopting 

latest technology

Financial solidity with enhanced brand 

image

Nature Reduction of waste through adoption of 

new financial infrastructure

Sustainable product enhancement 

Environment

Suppliers Customers

Social

Future Set forth 

Short Term

Further expansion of lending and 
deposit base

Improvement in Yield, Spread and 
NIM

Medium Term

Maintain adequate capital and 
liquidity buffers

Improvement in Credit Rating

Asset base growth with sustainable 
portfolio

Long Term

Achievement of higher market share

Advancement of market 
capitalization
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Financial Wealth

Structured for Growth, Built on Accumulated Financial Strength

MI is strategically positioned to build on this momentum and continue its journey of structured, sustainable elevation whilst 
focusing on expanding its leasing and gold-backed lending portfolios, diversifying non-interest income streams, and leading digital 
transformation efforts, in delivering long-term stakeholder value and pioneering a future of resilient, structured growth.

  2025 2024 Change

Total Assets (Rs. Mn) 70,934        53,231 33%

Capital Base (Rs. Mn) 13,837        12,165 14%

Net Lending Portfolio (Rs. Mn) 53,073        36,995 43%

NPAT (Rs. Mn) 1,075             556 93%

NPL 4.91% 9.81% 4.9%

Financial Management Drivers 
Exhibited

In a stabilising economic landscape 
characterised by rigorous fiscal and 
monetary policies with single-digit 
interest rates, MI remained firmly 
committed to steering towards 
structured growth, through a well-
disciplined financial management 
strategy anchored on three core pillars, 
embracing a forward-looking and 
resilient approach. This structured 
discipline underscores the Company’s 
ability to rise above market constraints, 
adapt swiftly to evolving conditions, 
and deliver enduring value to its 
stakeholders.

	� Sustainable Revenue Growth

	� Efficient Treasury Operations

	� Cost Optimisation

Sustainable Revenue Growth

As the economy embarked on a path of 
recovery and growth, we strategically 
expanded the branch footprint and 
product offerings to capitalise on 
evolving business opportunities, 
targeting sustainable revenue growth. 
Despite the persistent decline in interest 
rates, MI demonstrated strong revenue 
resilience, marking 9% growth in gross 
revenue, supported by disciplined 
lending expansion, improved margins, 
and product diversification that reflect 
MI’s structured approach to sustainable 
growth and ability to consistently 
outperform in a competitive financial 
services landscape.

While credit demand remained subdued in the first half of the year, MI capitalised 
on improving market sentiment in the latter half by accelerating disbursements in 
its Gold Loan segment and rolling out targeted leasing solutions. A notable strategic 
development was the introduction of sustainable finance lending products, aligning the 
Company’s portfolio with evolving ESG imperatives and positioning MI for future.

To support topline performance, MI executed the highest branch network expansion 
in the industry, a 43% broad basing of its branch footprint, reaching 73 strategic 
locations. This network growth, coupled with an omni-channel digital presence, 
enabled broader customer acquisition and deeper credit penetration across high 
potential regions. As policy rates trended downward, MI meticulously managed pricing 
strategies to balance affordability and profitability, prioritising high-yield, medium- 
to long-term products to secure repricing advantages while effectively controlling 
funding costs. Overall, these strategic efforts enabled us to record a remarkable 
milestone in the bottom line as well, underscoring MI’s capacity to adapt to shifting 
monetary conditions, manage risk prudently, and sustain long-term value creation for 
stakeholders.

24/25

Revenue Performance Trajectory

20/21 21/22 22/23 23/24

Rs. Mn

Income from Finance Leases Interest Income from Treasury Bills, 
Bonds Fixed and other Deposits

Income from Hire Purchase Non-fund based income

Interest Income from Other Loans 
and Advances
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Treasury Operations

In an easing monetary policy environment characterised by declining policy rates, 
MI effectively minimised funding costs while maintaining an impeccable liquidity 
profile and robust contingency funding mechanisms. Treasury operations were 
strategically calibrated to optimise short-term deposit mobilisation, enabling 
the Company to reprice deposits downward in line with falling rates. Moreover, 
to support the expanding loan book, the Company resorted to bank funding and 
securitised borrowings, whilst managing the maturity profile of assets and liabilities. 
This disciplined approach strengthened operational efficiency and prudent capital 
allocation, reinforcing MI’s financial resilience and capacity for sustained value 
creation, whilst optimising its maturity profile. 

As credit disbursements reached historically high levels during this financial year, 
with branch expansions and MI’s growth momentum, the Treasury team effectively 
managed the increased funding requirements by mobilising Rs. 10.6 billion in longer-
term borrowings and maintaining Rs. 2.5 billion in unutilised funding lines, sustaining 
a robust liquidity safety net with a liquidity ratio of 19.82%, well above the regulatory 
minimum of 10%. MI’s strategic focus on deposit repricing and diversified funding 
sources allowed us to harness the benefits of declining policy rates, successfully 
preserving net interest margins above the threshold of 9%. Despite industry-wide 
challenges to maintain the optimal blend of funding to bridge the mismatches, MI’s 
proactive funding strategy ensured a balanced asset-liability maturity profile, uplifting 
trust and confidence of our stakeholders.

Treasury Management Priorities

Treasury Management 

Priorities

Target Actual Status

Generate sound 
investment yields and 
optimise funding costs 
to maintain acceptable 
NIMs

> 9% 11.87% Achieved

Maintain optimum 
liquidity levels while 
bridging maturity 
mismatches

Strong liquidity level > Staying above 
minimum requirement of 10%

1 year assets and liabilities mismatch 
< Staying below threshold level of 
Rs. 4 Bn across the year

Maintain a minimum contingency fund 
of Rs. 2 Bn.

19.82% 
 

Rs. 0.4 Bn.

Rs. 2.8 Bn.

Achieved 
 

Achieved

Achieved

Funding Mix

We strategically maintained a balanced blend of deposits and borrowings to optimise 
funding costs, while carefully managing asset-liability maturity gaps to ensure 
financial stability and operational efficiency. The deposits business remained the 
primary contributor to the funding mix, accounting for 78% of total funding. During 
the year, we strategically raised bank and securitised borrowings, both long and short 
term, to 22% of the funding mix, up from 7% in the previous year, leveraging attractive 
capital market terms to diversify funding sources and enhance financial agility. This 
recalibration of the funding mix was undertaken to align with assets and liability 
management objectives, and support rapid lending growth. By optimising maturity 
profiles and strengthening financial resilience, the Company positioned itself to 
navigate evolving market conditions while preserving long-term value creation.

Funding Mix  2024/25

1%

78%

20%

1%

Total Deposits 
mobilization

Money Market 
& short term 
borrowings

Long term 
borrowings

Bank Overdrafts

Funding Cost

MI effectively leveraged the declining 
interest rate environment, achieving 
an 18% reduction in interest expenses, 
despite 18% growth in total deposits and 
334% growth in bank and securitized 
borrowings secured in the latter part 
of the year. The average cost of funds 
dropped by 4.45% in the current financial 
year, reflecting successful strategic 
reprising of fixed deposits relatively 
backed by the shorter tenor deposit base 
possessed. However, interest expenses 
on bank borrowings rose by 34% to 
Rs. 609 million, driven by a deliberate 
shift toward longer-term funding to 
enhance financial flexibility.

24/25

Interest Expenses

20/21 21/22 22/23 23/24

Rs. Mn

Interest on Deposits 

Interest on Bank Borrowings, Securitised 
Borrowings and Bank Overdrafts

Interest on lease liability
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Deposit Funding

Deposit mobilization gained strong 
momentum, with the deposit base rising 
by an impressive 18% to reach Rs. 42.8 
billion, outpacing the industry average. 
This noteworthy growth was fuelled by 
the strategic expansion of MI’s branch 
network and focused marketing efforts, 
which not only broadened the Company’s 
reach but also deepened customer 
engagement and reinforced its brand 
image and loyalty. 

Fixed Deposits

MI’s steadfast focus on mobilising 
Fixed Deposits, being the core deposit 
product, remained a cornerstone of 
our strategy, contributing 99% to the 
total deposit base. Even amidst a 
challenging environment of declining 
market interest rates, we achieved an 
impressive 18% growth, with Fixed 
Deposits rising to Rs. 42.5 billion, driven 
by competitive rates and enhanced 
service delivery across the branch 
network. Branch-level efforts contributed 
37% to fixed deposit net growth and 
38% to the overall portfolio increase, 
while the Head Office remained the 
largest contributor to growth. With 
the ongoing decentralisation efforts, 
coupled with progressive upgrades to IT 
infrastructure, the Company expects to 
further enhance customer convenience, 
strengthen deposit retention, and support 
sustainable growth in the deposit 
portfolio.

Number of Depositors
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Savings Deposits

The savings base grew by 8%, from 
Rs. 218 million to Rs. 236 million, 
driven by strengthened branch-level 
mobilisation. A key contributor to this 
growth was the successful reintroduction 
of the minor savings product ‘Podiththo,’ 
which played a pivotal role in broadening 
the retail deposit portfolio. This initiative 
not only strengthened customer 
engagement at grass-root levels but also 
reinforced the commitment to fostering 
long-term savings habits across diverse 
demographic segments. 

With a vision to further strengthen and 
diversify the retail deposit base, the 
Company is poised to launch innovative 
e-wallet solutions, introduce debit card 
services, and enhance digital banking 
capabilities, empowering customers with 
greater convenience, accessibility, and 
a seamless financial experience in the 
digital age.

24/25

Deposit Mix and Growth
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Borrowings and Debt Funding

Bank and securitised borrowings surged 
by 334% to Rs. 12 billion from Rs. 2.7 
billion, reflecting a strategic effort to 
optimise the funding structure. This 
shift was guided by three key objectives: 
securing cost-effective, long-term 
funding to support increased lending 
growth; diversifying the funding base 
to reduce concentration risk; and 
improving Asset-Liability Management 
(ALM) by aligning funding maturities 
with lending tenor. Despite this growth, 
borrowings remain at an optimally 
balanced level of 22% of the total funding 
mix, demonstrating prudent leverage 
and preserving future funding flexibility. 
This approach enhances MI’s resilience, 
mitigates maturity mismatches, and 
supports long-term stability and 
scalability in evolving macroeconomic 
conditions.

24/25

Total Borrowings Analysis  
(Fixed Rate Vs Variable Rate)
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Cost Optimisation

In the face of persistent cost pressures, MI demonstrated robust cost discipline, placing cost optimisation at the forefront of its 
operations.  Despite the scale of MI’s operational expansion, overhead cost growth was effectively managed through streamlined 
processes, redundancy elimination, and disciplined resource allocation including redevelopment when excess, guided by a 
dedicated Cost Optimisation Committee. These efforts drove enterprise-wide accountability, leading to a gradual improvement in 
the cost-to-income ratio and reinforcing MI’s commitment to operational excellence and ability to grow smartly, efficiently, and 
sustainably.

Financial Performance of FY 2024/25

Horizontal Synopsis of Income Statement

  CAGR 2025 2024 2023

Rs. Y-O-Y 
Variance

Rs. Y-O-Y
Variance

Rs. Y-O-Y
Variance

Gross Income 10% 11,952 9% 10,949 21% 9,036 27%

Interest Income 10% 11,643 10% 10,628 21% 8,750 29%

Interest Expense -5% (5,257) -18% (6,442) 5% (6,135) -337%

Net Interest Income 35% 6,387 53% 4,187 60% 2,615 -37%

Fee and Commission income 7% 93 22% 76 0% 76 12%

Other Operating Income 1% 216 -12% 245 16% 210 -30%

Total Operating Income 32% 6,695 49% 4,507 55% 2,901 -36%

Impairment (Charge)/Reversal for Loan 
Losses -7% 225 2,740% (8) -97% 276 87%

Net Operating income 27% 6,471 44% 4,499 42% 3,177 -32%

Total Operating Expenses 17% (4,325) 32% (3,272) 20% (2,732) -200%

Operating Profit Before Vat on Financial 
Services 69% 2,146 75% 1,227 176% 445 -77%

VAT on Financial Services 31% (738) 32% (560) 69% (332) -167%

Profit After VAT 132% 1,408 111% 668 489% 113 -92%

Share of Associate Company's Profit 118% 199 31% 152 684% 19 673%

Net Profit Before Tax 130% 1,607 96% 820 517% 133 -91%

Income Tax 171% (533) 102% (264) 886% (27) -106%

Net Profit After Tax 116% 1,075 93% 556 424% 106 -90%

Mercantile Investments and Finance PLC’s performance in FY 2024/’25 highlights the strength of its structured growth strategy, 
with robust year-on-year improvements across all key financial indicators. Compared to the previous year, gross income rose by 
9%, while net interest income surged by 53%, driven by repricing led by an 18% reduction in interest expenses. Operating profit 
before VAT increased by an impressive 75%, and profit after tax scored up impressively by 93%, reflecting stronger core net 
revenue, tighter cost controls, and improved asset quality including a reversal of impairment charges. With total operating income 
growing 49% year-on-year, outpacing a 32% rise in expenses, the Company’s financial performance signals not only shorter horizon 
growth, but strategic and sustainable wealth creation acceleration.

MI made significant strides over the past year, boosting profitability, efficiency, and resilience. With this momentum, the Company 
is well-poised to sustain growth, enhance shareholder value, and deliver long-term stakeholder benefits through strategic focus 
and strong governance. The cumulative average growth rate (CAGR) for the fiscal years 2023–2025 reflects impressive financial 
performance, with net interest income growing at 35%, profit after VAT at 132%, and profit after tax at 116%, underscoring the 
Company’s consistent and commendable financial achievements for the period under review.
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Vertical Synopsis of Income Statement

  2025 2024

Rs. Composition Rs. Composition

Gross Income 11,952 100% 10,949 100%

Interest Income 11,643 97% 10,628 97%

Interest Expense (5,257) 44% (6,442) 59%

Net Interest Income 6,387 53% 4,187 38%

Fee and Commission income 93 1% 76 1%

Other Operating Income 216 2% 245 2%

Total Operating Income 6,695 56% 4,507 41%

Impairment (Charge)/
Reversal for Loan Losses 225 2% (8) 0%

Net Operating income 6,471 54% 4,499 41%

Total Operating Expenses (4,325) 36% (3,272) 30%

Operating Profit Before Vat on 
Financial Services 2,146 18% 1,227 11%

VAT on Financial Services (738) 6% (560) 5%

Profit After VAT 1,408 12% 668 6%

Share of Associate 
Company's Profit 199 2% 152 1%

Net Profit Before Tax 1,607 13% 820 7%

Income Tax (533) 4% (264) 2%

Net Profit After Tax 1,075 9% 556 5%

growth in interest income and supported 
by effective management of funding 
costs and repricing gains, we achieved 
an impressive 53% increase in net 
interest income bolstering bottom line 
and delivering remarkable growth. By 
deploying proactive recovery strategies 
and  prompt legal enforcements, coupled 
with a large long-outstanding repayment, 
a notable reduction  was observed in the 
90-day  NPL ratio, which was brought 
down to a commendable 4.91% from 
9.81% reported in the last year, and 
helped curtail impairment charges to 
Rs. 224.6 million. 

24/25

Earnings Performance
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Enhanced Investor Wealth

Driven by a robust increase in post-tax 
profitability, the Company delivered 
notable improvements in key performance 
metrics, with the Return on Average 
Shareholders Funds (ROE) rose to 8.27% 
and Return on Average Assets (ROA) 
increasing from 1.1% to 1.7% for the 
year under review. These strengthened 
returns underscore the disciplined 
value creation strategy and reaffirm the 
enduring confidence and trust placed in 
MI by its investors. The robust growth in 
profitability propelled the Earnings per 
Share by 93%, climbing from Rs. 184.9 
to Rs. 357.51, reaffirming the Company’s 
resilience and earning potential. In light 
of this robust performance, the Board 
declared a total of Rs. 75 Mn dividend 
payout comprising of Rs. 25 per share. As 
we retained a majority of profits towards 
building the future growth potential, 
shareholder funds rose from Rs. 12.2 
billion to Rs. 13.8 billion by 31 March 2025, 
showcasing a 14% YoY increase. (Refer 
‘Investor Relations’ section on pages 332 
to 337, on sound investor returns and 
capital accumulation trajectory.)

The vertical analysis underscores 
Mercantile Investments’ disciplined 
financial framework, reflecting its 
prudent cost control and balanced 
strategy. Interest income remained stable 
at 97% of gross income, while interest 
expenses declined to 44%, illustrating 
effective financial management. As a 
result, net interest income composition 
rose to 53% of gross income, up 
from 38% last year, demonstrating 
significant margin escalation through 
strategic repricing gains and portfolio 
optimisation. Operating income 
represented 56% of gross income and 
profit after tax remained strong at 9% 
in relation to gross income, indicating 
efficient income-to-earnings conversion. 
This gradually improved cost and income 
structure reflects a business model 
rooted in deliberate, well-orchestrated 
growth, reinforcing MI’s standing as a 
resilient and forward-focused financial 
institution.

Profitability on an impressive 
Upward Trajectory

In the 2024/’25 fiscal year, MI reached a 
historic pinnacle, recording it’s highest-
ever profitability, demonstrating the 
strength of the Company’s strategic vision, 
disciplined execution, and remarkable 
agility in navigating a rapidly-evolving 
financial landscape. Driven by robust 
revenue expansion, strengthened margins, 
and a steadfast commitment to impeccable 
asset quality, the Company achieved 
remarkable Net Profit Before Tax (NPBT) 
of Rs. 1,607 million and a Net Profit After 
Tax (NPAT) of Rs. 1,075 million, reflecting 
impressive year-on-year growths of 96% 
and 93% respectively, underscoring MI’s 
steady and inspiring ascent in profitability 
and its firm trajectory of sustainable 
success in the medium term.

Despite muted credit demand in the 
first half of 2024 due to economic 
uncertainties, the persistent decline in 
policy rates from mid-2024 and gradual 
removal of import restriction on motor 
vehicles during the latter part of the 
year spurred credit growth, driving a 
43% year-on-year increase in the net 
loan portfolio to Rs. 53 billion from 
Rs. 37 billion. Fuelled by sustained 
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Tax Impact on Profitability

With the growth in operating profits, 
total tax expense increased significantly 
by 54% to Rs. 1,281 million during the 
year, while the effective income tax 
rate increased marginally from 40% 
to 41%. The income tax charge rose to 
Rs. 532.7 million from Rs. 264 million 
due to increased taxable profits. VAT on 
Financial Services, comprising 51% of 
total tax expenses, grew 32% to Rs. 648 
million from Rs. 492 million, in line with 
the Company’s growing business volumes 
and earnings. The Crop Insurance Levy 
also increased by 64% aligned with the 
growth in profitability levels. These tax 
contributions underscore MI’s role as a 
transparent and accountable corporate 
entity, reinforcing its commitment 
to national fiscal development and 
responsible business practices. (Refer to 
Financial Statements Note 15 for detailed 
tax disclosures.)

Tax Payments 

7%

42%

50%

1%

Income Tax Crop Insurance 
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VAT on Financial 
Service 

SSCL

Gross Revenue Surge with Loan Book Expansion

Driven by the remarkable expansion of the lending portfolio, we achieved a notable 
9% growth in gross revenue, reaching Rs. 11.9 billion, up from Rs. 10.9 billion, despite 
the persistent decline in interest rates. Core lending revenue surged by 16% to 
Rs. 11,024 million, representing a dominant 92% of gross revenue – an increase from 
86% reflecting the growing strength of MI’s foundational business. This performance 
was underpinned by a 43% expansion in the loan portfolio, driven by a robust uplift in 
traditional lease and vehicle financing for registered motor vehicles. Complementing 
this growth, the gold-backed lending segment delivered a stellar 303% year-on-
year portfolio growth, reinforcing the strategic focus on high-yield, secured lending 
avenues. Together, these results illustrate the resilience and agility of our lending 
model, as we continue to unlock value across diversified asset classes and deliver 
sustainable growth. Conversely, non-fund-based income experienced a marginal 4% 
decline, settling at Rs. 308.5 million and contributing 2.6% to total revenue.

The contributions derived from investment income from Treasury activities dropped 
from 11% to 6%, as we consciously reduced surplus funds invested in Treasury bills 
and the Money Market with sustained decline in yields. 

Composition of Gross Revenue (Rs. Mn)

Income from Finance Leases Fee and Commission

Interest Income from Other Loans and 
Advances

Dividend Income

Interest Income from Treasury Bills, Bonds 
and Fixed Deposits 

Other operating Income / Profit/ (Loss)

52.04%

1.17%

0.77%

0.63%

5.19%40.20% 

Loan book product drivers

	� Lease Financing 
Leasing, as MI’s flagship and most trusted lending product, remained a 
cornerstone of core revenue – contributing 56% and registering a robust 14% 
year-on-year growth. This sustained performance reflects the enduring appeal 
and market relevance of MI’s leasing solutions.

	� Term-Based Lending Revenue 
Term-based lending – comprising vehicle financing, property mortgage loans, 
term loans, pledged loans, and microfinance – formed a key pillar of the loans 
and advances portfolio, contributing 33% to core lending revenue and achieving 
3% year-on-year growth. As a major driver within MI’s expanding and diversified 
product mix, this segment continues to reinforce the strategic focus on broad-
based, inclusive lending solutions.

	� Gold Loan – Revenue
As a key pillar of the product diversification strategy, gold-backed lending 
delivered an exceptional year-on-year revenue increase of 81%, reflecting both 
heightened market traction and the effectiveness of the targeted expansion 
efforts within secured, high-yield lending segments.
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Financial Wealth

Loans and Advances Revenue
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Investment Income

Investment income, primarily derived 
from Government securities, bank 
placements, unit trusts, and dividends, 
experienced a notable decline of 43% 
overall, largely due to the gradual 
softening of yields and strategic 
divestments. Despite this contraction, the 
segment continued to contribute 6% to 
gross revenue. However, dividend income 
surged by 112% to Rs. 75.5 million from 
Rs. 35.7 million, reflecting strong returns 
from the strategic investments held.

As the economy continued on its path of 
recovery and growth, improved market 
sentiment was reflected in the stock 
market, leading to a significant increase 
in unrealized fair value gains amounting 
to Rs. 631 million. This contributed to a 
substantial strengthening of the Other 
Comprehensive Income (OCI) reserve, 
which rose to Rs. 608 million as of 
31st March 2025, compared to Rs. 80 
million recorded at the beginning of the 
financial year.

Investment Income (Rs. Mn)

89%

11%

Interest Income from Treasury Bills, 
Bonds and Fixed Deposits 

Dividend Income

Net Interest Income (NII), Net 
Interest Margin (NIM), and Core 
Spread

Despite the continued downward 
pressure on interest rates, we achieved 
a resilient 10% growth in interest 
income – underscoring the strength of 
the lending portfolio and product mix 
management to improve the yields. More 
impressively we successfully reduced 
our interest expense by 18% even in 
the face of a 334% drastic expansion 
in total borrowings, as we were able 
to optimize the repricing gain from the 
shorter tenor deposits. This prudent 
financial management enabled us to 
deliver a notable 53% growth in Net 
Interest Income (NII), reflecting both 
operational efficiency and the sound 
execution of the funding and pricing 
strategies. Apart from improved lending 
volumes, this commendable growth in NII 
was bolstered by enjoying an improved 
Net Interest Margin (NIM) from 9.79% to 
11.87% and an enhanced interest spread 
of 10.42% by March 2025, reaffirming the 
strength of the business model and the 
strategies we embraced, setting the tone 
for a resilient growth trajectory. 

We remained steadfast in our 
commitment to enhancing core margins 
by strategically optimising our product 
mix, balancing traditional, moderate-
yield offerings with high-yield lending 
segments. Simultaneously, we took 
proactive steps to reduce our cost of 
funding over the medium term. This 
dual approach not only enabled us to 
secure healthy interest spreads but also 
positioned us to confidently navigate 
potential market volatility with resilience 
and agility.

24/25
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Insurance Services

With the expansion of lease and vehicle 
financing business, Insurance referral 
business income increased by 22%, 
contributing Rs. 92.6 million to gross 
revenue compared with Rs. 75.7 million 
recorded for the previous year. Moreover, 
through a satisfactory track record of 
recovering insurance claims, which 
stood at Rs. 85 Mn. (Rs. 112 million for 
2023/’24), we sustained sound customer 
retention levels, whilst attracting 
new clients, reinforcing MI’s role as 
a comprehensive financial services 
provider.
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Workshop Services

Workshop services, which operates as 
a strategic business unit, enhancing 
synergy for the core lending business 
by providing value added services to the 
customer base, generated Rs. 75 million 
in revenue for this financial year.
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Expenditure Management

Controlled Overhead Cost Escalation

MI’s commitment to disciplined 
expenditure management remained 
firmly intact in 2024/’25, despite a 
43% expansion in the branch network 
and a 35% increase in workforce, 
ensuring operational efficiency was not 
compromised amid growth.

During the year, operating expenses 
escalated by 32% to Rs. 4.33 billion, up 
from Rs. 3.27 billion, primarily driven 
by the expansion of our branch network 
and the scaling up of Gold operations. 
Despite this cost escalation, we 
gradually improved our cost-to-income 
ratio from 85% to 76%, reflecting our 
unwavering focus on cost optimisation 
and productivity enhancement. 
This achievement underscores MI’s 
commitment to a lean operating model 
and efficiency-driven growth, aimed 
at strengthening operating leverage 
and sustaining profitability across our 
expanding footprint.
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Composition of operating Expenses Vs 
Cost Income Ratio
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Capital Expenditure 

Capital investments during the period 
were strategically aligned with MI’s core 
business objectives, primarily focused 
on expanding our physical footprint 
and advancing IT infrastructure and 
technology capabilities, positioning the 
organisation ahead of its planned growth 
trajectory. Accordingly, Rs. 259 million 
was allocated for branch expansion 
and Rs. 49 million for IT infrastructure 
upgrades, including migration to the 
core IT Scienter platform. With these 
investments, MI aims to position itself 
as a future-ready financial institution by 
strategically integrating advanced digital 
capabilities with an optimised physical 
presence, enabling inclusive, scalable, 
and sustainable growth aligned with 
long-term market opportunities.

Financial Position, Strength, Blend, 
and Efficiency

Total Assets Position

In FY 2024/’25, MI’s total assets 
surpassed the Rs. 70 billion milestone, 
marking a remarkable growth of 33% 
year-on-year – well ahead of the industry 
average growth as of March 2025. This 
achievement was underpinned by a 
robust 43% expansion in the lending 
portfolio and targeted investments 
in high-yield assets, reinforcing MI’s 
market leadership, financial strength, 
and strategic focus on sustainable, 
performance-driven growth.
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Loans and Advances

With Loans and Advances constituting 
75% MI’s total assets, it remained 
our core asset and the bedrock of our 
financial strength. Despite subdued 
credit demand that prevailed during 
the first half of the financial year, with 
the sustained decline in interest rates, 
coupled with the gradual easing of 
import restrictions on motor vehicles, 
revitalized lending activity across the 
industry, enabling us to surpass Rs. 50 
billion in the loan book to reach Rs. 53 
billion as at 31st March 2025.

This remarkable portfolio growth 
was driven by MI’s primary product, 
lease financing, which grew by 23% to 
Rs. 25,061 million, while term-based 
lending surged by 68% to Rs. 27,931 
million, led by 303% increase in Gold 
Loans to Rs. 6,646 Mn. This growth was 
supported by our expanded branch 
network and customer centric product 
offerings addressing diverse market 
needs, reflecting MI’s commitment 
to financial inclusion and portfolio 
diversification.
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Lending Portfolio vs Lending Growth
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Loans and Advances - Portfolio
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Asset Quality Management

Our staunch recovery efforts, coupled 
with proactive risk management 
initiatives, enabled us to improve the 90-
day NPL at 4.91% from 9.81% recorded 
in previous year, well below the industry 
average. In parallel, the absolute value 
of NPLs declined significantly by 29%, 
despite the rapid growth in lending 
portfolio, further supported by the  
settlement of a large long-outstanding 
exposure, reflecting strong asset quality 
maintained through effective resolution 
and recovery efforts. 

Our multifaceted recovery strategy 
included a dedicated call centre for early 
arrears follow-up, targeted recovery 
campaigns for high-risk accounts, 
and legal facilitation of out-of-court 
settlements. The Special Recoveries 
Force (SRF) ensured 24/7 operational 
support, while our digital tender-based 
asset disposal platform ‘Auto Transact’ 
minimised losses on repossessed 
vehicles and enhanced recovery 
efficiency. These measures underscore 
our ability to scale responsibly, 
maintaining high asset quality through 
rigorous underwriting standards, early 
warning mechanisms, and accelerated 
recovery efforts.

Impairment Charges

Despite a reduction in overall Non-
Performing Loan (NPL) exposure, the 
impairment charge for the year surged 
to Rs. 224.6 million, compared to 
Rs. 7.9 million in the previous year. This 
was primarily attributable to the 43% 
expansion of the loan book and reflects 
a prudent approach to risk provisioning 
in alignment with evolving regulatory 
requirements, which bolstered the 
provision buffer and ensured adequate 
coverage against potential borrower 
defaults. As a result, the stage 03 
provision coverage ratio improved from 
37% to 58%, reinforcing the resilience of 
MI’s asset quality and its commitment 
to maintaining a robust and forward-
looking credit risk management 
framework.
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Capital Strength

Regulatory Capital

With the company continuing to 
maintain a strong balance sheet, It’s 
capital strength remained solid, with 
shareholder funds reaching Rs. 13.8 
billion, which enabled us to maintain 
prudent capital buffers throughout the 
year. Accordingly, MI maintained its ‘Well 
Capitalised’ status consistently under 
Basel II, with Tier 1 and total capital 
ratios standing at 15.6% and 17.27% 
respectively, exceeding regulatory 
minimums of 8.5% and 12.5% as at 31 
March 2025, reaffirming MI’s capital 
strength, risk absorption capacity, and 
readiness for future growth.

Financial Wealth
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Debt to Equity

The debt-to-equity ratio remained 
broadly stable at 3.97, compared to 3.2 in 
the previous year, despite a substantial 
33% expansion in total assets. This 
modest uptick reflects the calibrated use 
of leverage to support strategic asset 
growth, while remaining well within 
industry norms and regulatory comfort 
thresholds. Given the business model’s 
inherent reliance on a stable base of low-
cost deposit funding to drive core lending 
activities, MI continues to demonstrate 
a disciplined capital structure and 
prudent balance sheet management – 
underscoring its commitment to financial 
resilience and sustainable growth.

Debt to Equity Ratio
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Liquidity

Short- and Medium-Term Liquidity

Throughout the year, the Company 
consistently maintained robust liquidity 
buffers, ensuring operational stability 
and financial agility amid a dynamic 
operating environment. This prudent 
liquidity management approach enabled 
MI to effectively balance the trade-off 
between maintaining optimal liquidity 
and driving profitability. As at the 
reporting date, MI’s liquidity ratio stood 
at a strong 19.82%, compared to 19.68% 
recorded in 2024, and significantly above 
the regulatory minimum requirement 
of 10%. This surplus liquidity position 
underscores the Company’s proactive 
financial stewardship and its capacity to 
respond swiftly to market developments 
and funding needs without compromising 
long-term value creation. (Refer to Notes 
to the Financial Statements, pages 320 
to 327.)

Long-Term Liquidity

Through strategic diversification of our 
product portfolio and the execution of 
disciplined Treasury and asset-liability 
management practices, MI significantly 
reduced maturity mismatches in assets 
and liabilities maturing within one year 
to Rs. 391 Mn, compared to Rs. 4.8 billion 
in the previous year. By narrowing these 
mismatches, we not only strengthened 
our liquidity profile but also reinforced 
stakeholder confidence and investor 
trust in the Company’s prudent financial 
management and long-term stability

(Refer Notes to the Financial Statements, 
pages 320 to 327.)

Cash Flow Position

Through proactive monitoring of the 
funding position, the Treasury Division 
effectively managed cash flows, ensuring 
the maintenance of healthy liquidity 
levels throughout the financial year. This 
enabled the Company to strike an optimal 
balance between short-term obligations 
and long-term funding requirements. As 
at 31 March 2025, total cash and cash 
equivalents stood at Rs. 2,720 million, 
compared to Rs. 2,492 million in the 
previous year. In addition, the Company 
maintained access to contingency 
funding lines amounting to Rs. 2.8 billion, 
further reinforcing its liquidity resilience.
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Cash Flow from Operating Activities

Driven by the robust expansion in the 
loan book and a significant uplift in 
lending volumes, operating cash flow for 
the year reflected an outflow of Rs. 9.5 
billion, compared to an inflow of Rs. 1.7 
billion recorded in the previous year. 
This outflow was thoughtfully managed 
through a balanced funding mix, 
combining increased customer deposits 
with securitised and bank borrowings. 

Cash Flow from Investing Activities

Cash flows from investing activities 
recorded a net inflow of Rs. 676 million 
during the year under review, primarily 
driven by proceeds from the sale of 
equity securities. This positive movement 
contrasts with the Rs. 188 million 
outflow recorded in the previous year 
and was achieved despite continued 
strategic investments in branch network 
expansion and enhancements to IT 
infrastructure

Cash Flow from Financing Activities

Cash flow from financing activities 
showed a net cash inflow, totaling to 
Rs. 8,682 million as at 31st March 
2025, compared to the cash outflow 
of Rs. 1,089 million recorded during 
the previous period, mainly due to 
increased bank and securitised financing 
arrangements, aimed at supporting 
the accelerated growth in the lending 
portfolio.
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In today’s dynamic and highly-competitive business landscape, we firmly believe that a company’s long-term success is intrinsically 

tied to the strength of its social licence and the depth of the relationships it cultivates with its stakeholders. As a leading financial 

institution with a distinguished legacy spanning over six decades, we take great pride in the enduring partnerships we have 

fostered, collectively referred to as our “alliances”. These strategic alliances have been pivotal in reinforcing MI’s esteemed 

brand presence and enabled the seamless delivery of exceptional, tailored financial solutions to our diverse clientele. Beyond 

transactional value, these lasting relationships have empowered us to anticipate evolving stakeholder needs, respond proactively to 

emerging challenges, and sustain organisational resilience amid an ever-changing operating environment.

As a socially responsible corporate entity, MI remains deeply committed to fostering an inclusive and equitable future for all 

stakeholders. This commitment is operationalised through a collaborative growth model that prioritises the co-creation of 

mutually-beneficial solutions, addressing the diverse expectations of our stakeholder ecosystem while generating shared value 

and sustainable outcomes. Our dual focus on commercial and social alliances has provided a distinct competitive advantage, 

enabling us to strengthen both market positioning and community impact. As we celebrate over six decades of operations, these 

partnerships continue to serve as the bedrock of our sustained success, supporting our journey toward long-term, responsible 

growth.

Alliances

Noteworthy Accomplishments 

Deposit Growth – 18.5%

Newly Attracted Customers – > 25,000

Deposit Retention – 87%

Lending Portfolio – Rs. 53 Bn

Expanded Branch Footprint – 73

New Suppliers Onboarded – 10

Monetary Contribution to Suppliers – Rs. 887 Mn

New Partnerships – > 19,000

Sustainable Products – 05

Green-Focused Lendings – Rs. 5.9 Bn
Empowering 
Communities

Strategic 
Collaborations

Customer 
Centric 
Growth

Detailed disclosures about our Alliances is made 

available in our website.










































































































































































































































































































































































































































































































































































































