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A  deepening debt crisis
has left Sri Lanka (SL)
struggling to pay for
imports and stoked
political controversy

over Chinese lending to the South
Asian nation as part of Beijing’s
global Belt and Road infrastructure
program.

The crisis has also opened a win-
dow for India, which provided finan-
cial relief to Sri Lanka last week
shortly before a $500 million bond
matured, to push back against Chi-
nese influence in the Indian Ocean
region. Ajith Nivard Cabraal, Sri
Lanka’s central bank governor, said
on his official Twitter account that
the country had repaid the bond,
which matured on Tuesday. It was
the first major tranche of $4.5 billion
total sovereign debt repayments due
in 2022.

But with around two thirds of gov-
ernment revenue already going
toward interest payments, President
Gotabaya Rajapaksa warned in a
speech to parliament that the coun-
try had insufficient foreign currency
reserves to pay for the imports it
needed.

That warning followed his appeal
last week to visiting Chinese Foreign
Minister Wang Yi for Beijing to
restructure its debt, provide conces-
sional trade terms, and lift Covid-re-
lated restrictions on Chinese tour-
ists visiting Sri Lanka.

It also came after unusual criti-
cism from within Sri Lanka’s ruling
party over China’s lending for a
series of major infrastructure pro-
jects, which include a $13 billion sea-
front business hub in the capital,
Colombo, and a port and airport in
the Rajapaksa family’s home constit-
uency of Hambantota.

Earlier this month, Wijeyadasa
Rajapakshe, a member of parlia-

eastern port city of Trincomalee.
A spokesman for India’s Foreign

Ministry said he had no further com-
ment.

Sri Lanka had about $3.5 billion in
debt from China as of end-2020,
excluding loans to state enterprises,
according to Sri Lankan central
bank data, about the same as owed to
Japan. The largest portion—about
36%—of Sri Lanka’s debt is owed
through international sovereign
bonds.

While China accounts for only
around 10% of Sri Lanka’s total debt,
U.S. officials and some scholars have
often cited it as evidence of how Bei-
jing is causing debt distress through
its Belt and Road initiative to build
ports, railways, pipelines and other
infrastructure across Asia and
beyond.

In one prominent example, Sri

Lanka’s government was unable to
repay a Chinese loan for the port in
Hambantota that China helped
build. To settle the loan, it granted a
Chinese state company a 99-year
lease on the facility.

Beijing denies any ulterior motive
and says the projects promote devel-
opment and benefit all parties.

Sri Lanka’s debt problems have
escalated over the last two years, as
both its key foreign exchange earn-
ers—tourism and remittances from
abroad—were hit hard by the coro-
navirus pandemic.

Confronted with decade-high
inflation, a weak currency and rising
import costs, Mr. Rajapaksa
declared an economic emergency in
September, appointing the military
to oversee the supply of basic staples
such as rice and sugar, sold at gov-
ernment-guaranteed prices. Since
November, Moody’s, Fitch and Stan-
dard & Poor’s ratings firms have all
downgraded Sri Lanka sovereign
credit score further into junk terri-
tory. According to Fitch, Sri Lanka’s
foreign currency reserves were
depleted to as low as $1.6 billion in
November, enough to cover less
than one month of imports.

In its search for funds to repay
loans and boost its foreign currency
reserves, Sri Lanka said in Decem-
ber it would seek to repay Iran for oil
purchases with $5 million worth of
tea a month as a means to conserve
foreign currency. An agreement
with India last week deferring $500
million in payments owed through
the Asian Clearing Union and a
$400 million currency swap has also
earned some breathing room.

“The forex situation has become
so critical that [Sri Lanka] has no suf-
ficient reserves to import even the
essential imports like fuel, medici-
nes, foods, and industrial raw mate-
rials,” said W.A. Wijewardena, a
former Sri Lankan central bank dep-
uty governor.

Some top Sri Lankan economists
have called for the government to
suspend repayments until it restruc-
tures its debt, saying the country’s
dwindling reserves are better used
to secure the supply of essential
goods for its citizens, who are facing
rolling power outages and shortages
of imported essentials such as milk
powder, cooking gas and fuel.

“If it is not done, there will be
shortages leading to price increases
and long queues,” Mr. Wijewardena
said. “They will ultimately result in
social and political disorder.”

In his address to parliament, Mr.
Rajapaksa said the crisis was the cli-
max of a problem which previous
governments had failed to solve, and
the country would bank on its exist-
ing strategy of boosting tourism,
exports and foreign investment.

Mr. Rajapaksa also suggested he
wouldn’t deviate from courting Chi-
nese investment, saying that Sri
Lanka as a small country with lim-
ited natural resources relied on for-
eign investment for development
and job creation.

“If one acts for purely political
reasons to misinterpret and create a
wrong opinion among the people
about foreign investments, then
such [a] person is not doing any good
to the country,” Mr. Rajapaksa said,
without specifying any countries or
individuals.

Deep Pal, a visiting fellow at the
Carnegie Endowment for Interna-
tional Peace, said while he didn’t
believe Sri Lanka was in a debt trap,
the problem was compounded by
the fact that other key regional play-
ers such as India would be hesitant
to bail out Sri Lanka if it felt that the
funds would go straight to servicing
Chinese debt. “Things are not going
to improve for Sri Lanka any time
soon,” he said. “In the absence of
other players it really allows China
to be more significantly involved.”
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The debt crisis in the island nation opens window for India to push back against Chinese influence in the Indian Ocean region

Deepening debt crisis in SL stokes 
controversy over Chinese lending

Sri Lankan president Gotabaya Rajapaksa. AP
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C rypto billboards, which
have popped up across
the London subway

system, will come under
tougher UK oversight in the
latest in a series of steps taken
by the government and regu-
lators to stamp out false adver-
tising in the industry. 

The treasury said on Tues-
day that it plans to regulate
crypto advertising like other
financial products and ensure
that promotions are “fair, clear
and not misleading.” 

The news comes a day after
a similar announcement from
Spain’s market regulator,
which slapped controls on ad
campaigns for crypto-assets by
saying they must carry a warn-
ing to investors that they risk
losing all their money.

“Research suggests that
understanding of what crypto
actually is is declining, sug-
gesting that some users may
not fully understand what they
are buying,” the UK treasury
said in a statement. The
tougher rules will be phased in
over six months once they’re
finalized. 

Crypto has drawn the atten-
tion of regulators globally as a
result of the volatile price
movements of digital assets —
from Bitcoin and Ether down
to memecoins such as Shiba
Inu — as well as the complexity
of the products and lack of
consumer protection. In the
UK, Britain’s advertising regu-
lator has handed down a
stream of rulings against cryp-
to-related advertising, setting
a consistent line against some
of the key names in the indus-
try. The UK’s Financial Con-
duct Authority, meanwhile,
has issued frequent warnings
about the risks in crypto, say-
ing last January that investors
“should be prepared to lose all
their money.”

UK looks      
to stop  
misleading
crypto ads

approval ratings have been
dropping, and Democrats fear
steep losses in the coming
midterm elections.

BlackRock executives have
been fretting over how to posi-
tion the firm in the wake of the
Exxon vote, according to peo-
ple familiar with the matter.
Much thought has been given
inside the company to the bal-
ancing act it must
perform as it
a p p e a l s  t o
socially con-
scious investors
while maintain-
ing close ties with
oil-and-gas com-
panies and their
supporters, the
people said.

There are financial reper-
cussions on both sides.

Last June, Texas passed a
bill that requires state entities
such as pensions to divest from
companies that boycott the
fossil-fuel industry. While it
isn’t clear how the law will ulti-
mately be applied, many saw it
as a warning shot at BlackRock
and its peers, a group that risks
losing billions of Texas pen-

sion dollars under manage-
ment.

In his 2022 letter, his 10th,
Mr. Fink sought to remind cor-
porate leaders that BlackRock
is on neither side of the politi-
cal divide. Setting goals for
companies to lower emissions,
he wrote, is “critical to the
long-term economic interests
of your shareholders.”

C o m p a n i e s
must continue to
evolve, or risk
being replaced by
more adaptive
competitors. And
the transition to a
net zero world
will transform
every industry, he
wrote.

“Our conviction at Black-
Rock is that companies per-
form better when they are
deliberate about their role in
society and act in the interests
of their employees, customers,
communities, and their share-
holders,” he wrote.

Cara Lombardo, Christopher
M. Matthews and Emily Glazer
contributed to this article.
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ment in the ruling party, wrote a six-
page letter addressed to Chinese
President Xi Jinping accusing Bei-
jing of pushing Sri Lanka into a debt
trap to expand China’s sphere of
political influence.

“It is manifestly visible that your
friendship with us is no more genu-
ine and candid, instead you use our
relations to
achieve your
a m b i t i o n  o f
becoming the
world power at the stake of lives of
our innocent people,” Mr. Rajapak-
she wrote in his letter.

China’s Foreign Ministry didn’t
respond to a request for comment.

At a regular news briefing last
week, Chinese Foreign Ministry
spokesman Wang Wenbin said that
China had always done its utmost to
provide help for Sri Lanka’s eco-

nomic and social development and
would continue to do so in the
future.

India’s External Affairs Minister
Subrahmanyam Jaishankar said on
Saturday that India would continue
to support Sri Lanka in all possible
ways with its economic and other
challenges posed by the coronavirus

pandemic. He
said the two
countries were
d i s c u s s i n g

Indian loans totaling $1.5 billion for
essential commodities, fuel, food
and medicine.

Recent Indian investments in Sri
Lanka include a deal for India’s
Adani Group to develop and operate
a container terminal in Colombo
and an agreement for a subsidiary of
the state-run Indian Oil Corporation
to operate 14 oil storage tanks in the

of indexes. But because index
funds can’t simply sell shares
of companies when they are
unhappy with their perform-
ance or leadership, firms like

BlackRock
have sought
to nudge
companies

in other ways.
BlackRock made waves last

spring when it voted to replace
three Exxon Mobil Corp.
directors over the oil giant’s
reluctance to quickly transi-
tion to cleaner energy sources.
The high-profile proxy battle
followed the money manager’s
decision, in January 2021, to
reduce its own net green-
house-gas emissions to zero by
2050. Later that year, Black-
Rock joined other financial-
services firms in a pledge to
bring their entire investment
portfolios to net zero over
time.

BlackRock’s support of a
tiny environmentally focused
activist at Exxon prompted
critics to accuse the firm of
aligning with liberal causes.
But the political winds are
shifting. President Biden’s
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L arry Fink’s efforts to get
companies to adopt cli-
mate-friendly policies

have led some to call him an
activist. The BlackRock Inc.
chairman and chief executive
officer (CEO) prefers a differ-
ent label: capitalist.

In his annual letter to the
CEOs of the companies in
which BlackRock invests, Mr.
Fink said businesses that don’t
plan for a carbon-free future
risk being left behind. The
quest for long-term returns,
and not politics, is what ani-
mates the money manager’s
efforts, he wrote.

“Stakeholder capitalism is
not politics,” Mr. Fink wrote.
“It is not a social or ideological
agenda. It is not ‘woke.’”

Mr. Fink is responding to
critics who say BlackRock
shouldn’t seek to influence
companies’ policies on gov-
ernance, climate change and
other hot-button issues.

E a r l i e r
M o n d a y ,
West Vir-
ginia’s trea-
surer said the state’s Treasury
investment board would no
longer use a BlackRock fund
after the money manager
urged companies to reduce
their emissions to net zero by
2050. 

The state official, Riley
Moore, said the stance dama-
ges West Virginia’s economy.

“We focus on sustainability
not because we’re environ-
mentalists, but because we are
capitalists and fiduciaries to
our clients,” Mr. Fink wrote in
his letter.

BlackRock is the world’s
largest asset manager, a $10
trillion colossus that ranks
among the top shareholders in
companies from Apple Inc. to
Xerox Holdings Corp. The
majority of those stocks are
held in funds that track the
makeup and the performance

BlackRock’s climate stance is about 
profits, not politics, says Larry Fink

Larry Fink, chairman and CEO, BlackRock Inc. REUTERS


