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ABSTRACT

Thhe distinctive promimence of the benlkimg and finenoce industry im the finamcizl
system of Sri Lankam ecomomy has encouraged inquicing imtw the extermal
determinznts. of financizl perfonmenocz of hanking and finamce industry. Thos, the
abjectiive of the study @5 to examine the mpact of Macroecomomic wariables om
financiz] performance of benking and firance industry im Sri Lanke. In this smdy,
panzl data sets of Sri Lankan barking and fnarce industry were used o nvestigats
tie: macrosornomic delerminants of financial performance of bamking znd fimenee
indusiry wsing the Random Effects model. Randem effects madel hes: selected by
using the resullts of Hausmzn Tesi. For the purpose of this study, 155 observations of
39 bamks ard fimenciall institoiions over the pediod 2012 - 2016 were includad. Betumm
GD®? growth rate, Inflation rate, Interest rate, Momey Supply and Exchange rate am

The findings indicated that GDP growth case. Inflation rate and Interes: rate have a
significant positive celavionship with financial pecformence while Exchenge rete has
an imsigmificant reletiznship with fingnctal performance. Momey supply has & megative
sigrificant relationship with only ROA. The study findings also indisated that interest
HEmﬂmmlyﬁﬂurﬂmndmmmmRﬂﬂnmfbmkmgamd&umwmry im S
Im}&mmﬁhﬂmmlpzfmmoﬂhmhmgmdtwmwdnm

appear 1@ have a stromg dependent oo aﬂedﬂdlmcrmmm:%anbksmeg
imierest rate. This recommends that banks and fimncial institytions should be swvare
:ﬁm 12ie: to eohance their finencial performence. Thess findings hold poactical

3 fior policy makers, bank mamagers, imvestors, d-f:gmmmrs regulators ard

ds: fimancial performance. macroscongmmic varigbles, retumn om equity, returm
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