Tl =

BIRRITU

INFLATION AND
ECONOMIC GROWTH IN
ETHIOPIA: AN ESTIMATE

OF THE THRESHOLD
LEVEL



NATEXP - N4 AL PA NTHT ALY +RM T
BANK AND INSURANCE INSTITUTION OPERATING IN ETHIOPIA

PATERP NP NTH @MONAR NTh  hAh €mC 4hn
. o 0111517430 0115-5-514588

National Bank of Ethiopia  Central Bank  Telephone Fax

PNYhF 29 HCHCS A2 40 / Banks Name & Address

PATEXP 1918 NTh Tel 0115511271 ANE AY+CSATA NTh A1 Tel 0115518923

Commercial Bank Ethiopia Fax 0115514522 Abay International Bank S.C Fax 0115528852

PATEX P AMT NTh Tel 0115518171 h2.0 AYHCSHTA NTH A1 Tel 0115549774

Development Bank of Ethiopia Fax 0115511606 Addis International Bank S.C Fax =

APH A1HCTATA NTH Tel 01155700065 200 9204 N7h Tel 0118501207/8

Awash international Bank S.C Fax 0116627765 Debub Global Bank Fax .

217 NYh A1 Tel 0114654127 ATH NR Tel 0115157475

Dashen Bank S.C Fax 0114653037 Enat Bank Fax -

ANALE NTh Tel 0115530663 H9°HI® NTh Tel +2515 582 308

Bank of Abyssinia S.C Fax 0115510409 Zemzem Bank Fax -

@277 17h Tel 0115523526 AU NTh A Tel +2515 583 971

Wegagen bank S.C Fax 0115523526 Ahadu Bank S.C +2515 582 751

UNZF N7h Ko Tel 0114655284 2TE Nh R Tel 0115571118

United Bank S.C Fax 0114655243 Siingee Bank S.C Fax -

N A7 HCSHTA NTh Tel 0115503304

Nib International S.C Fax 0115504349 Y84 NTh A1 Tel +2515 583 971

ACT.P UNZF 24 NTA A9 Tel 0115506025 Hijra Bank S.C Fax .

Cooperative Bank of oromiaS.C  Fax 0115510489 U NAF NYTh A1 Tel +251116 687967

ATNA AIHCTARTA NTh AT Tel 0116627111 Goh Betoch Bank S.C Fax -

Lion international Bank S.C Fax 0116625999 AnA N7h A.99 Tel +251257756976

HA®Y NTh AT Tel 0115540057 Shabelle Bank S.C Fax +251 257880462

Zemen Bank S.C Fax - 6LL NYh A.M Tel 0111266595
Tsedey Bank S.C -

ACMP A HCSATA NTh A9 Tel 0115570201 R X

Oromia International Bank S.C Fax 0111561585 8he N7h h.m Tel 0111207783
Tsehey Bank S.C Fax -

NCY RIHCTATA NTh b Tel 01116630125 AT e Tel 0118529028

Berhan International Bank S.C Fax - Ambhara Bani( S.C Fax .

S A 7+CSHATA N7h A Tel 011580831

Bunna International Bank S.C Fax 0115158314 ZS.Zd‘?I;]a::i:Z.C ::)I(

PATIMNSTN PNTPPF 290 HCHCS

h & ¢ A /Insurance companies Name & address

PATEAP 2T CEF Tel 011-5-512400 ATEALE KL Bid AT AT Tel 011-5-54 96 50/52
Ethiopian Insurance Corporation Fax 011-5-517499 Ethio-Life & General Insurance S.C. fFax 011-5-54 96 53
Nb-® PAFCRL AN PN A9 Tel 011-4-66 1129 ACTLE ARSI NP A.TT Tel 011-5-503138
National Insurance Company of Fax 011-4-6506 60 Oromia Insurance Company S.C. 011-5-54 51 31
Ethiopia S.C. 011-8-95 95 80
APA A1ASTN RN A.99 Tel 011-5-57 02 09 Fax 011-5-503192
Awash Insurance Company S.C. 011-5-57 02 05 ANE AN k.o Tel 011-5-53 5300
011-5-57.00 01 Abay Insurance S.C. 011-5-53 55 50
o WP er i ey Fax 011-5-1576 90
ANLF ARG NTE KA Tel 011-4-6556 56 NCUT A3AGTN AT Tel 011-4-67 44 31
United Insurance Company S.C. Fax 011-4-653258 Berthan lnsuEnes SC. 011-4-67 44 23
011-4-67 19 34 Fax 011-4-66 87 01
RELh RAREAN 1L had Tel 011-6-6377 16/19 BUL AIR&TN NeNTP A9 Tel 011-1-119770
: Tsehay Insurance S.C. 011-1-11 98 27
Africa Insurance Company S.C. 011-6-62 45 79 Fax 011-1-1198 86
Fax 011-6-6382 53 - “
AL ARSI NP A9 011-4-67 17 84
FRA ARSI NP A9 Tel 011-4-42 6000 Lur]g }\insurance S C'P Tel 011-8-96 59 70
Nile Insurance Company S.C. 011-4-42 57 54 Y o Fax 011-4 67 18 96
Fax 011-4-42 6008 - 4
s AIRETN ENTL A 011-1-57 60 54
1.PA AR&T0 NeNTP A.99 Tel 011-6-62 66 67/69 Bun:a Insurance Sj; Tel 011-1-11 96 35
Nyala Insurance S.C. 011-6-62 67 07 o Fax 011-1-115207
Fax 011-6-62 67 06 “
ao
SIS T A R Tel 011-1-56 74 00 ; 5 GG L Tel 251115575850
emen Insurance S.C. 251116151415
Global Insurance Company S.C. 011-1-56 04 83 Fax 251116150001
Fax 011-1-56 62 00 *
PATERL PMAG AR e /.99 Tel 251115575757
31 ATre0 NP AT Tel 011-5-535129/32 o :
[T e ——— T 011-5-52 81 93 Ethiopian Reinsurance S.C. Fax 251115575758
Fax 011-5-52 81 94/96
AINA RGN EN7YP Aoy Tel 011-6-1870 00

Lion Insurance Company S.C.

Fax

011-6-63 29 40
011-6-63 29 36/47




T &=

BIRRITU

INFLATION AND
ECONOMIC GROWTH IN
ETHIOPIA: AN ESTIMATE

OF THE THRESHOLD
LEVEL

OPINION EXPRESSED IN THE ARTICLE DO NOT NECESSAIRLY REFLECT THE
POLICIES AND STRAGIES OF THE NATIONAL BANK OF ETHIOPIA

for resources, please visit the NBE’s offcial website
www.nbe.gov.et

PATER L Nheé-® NTH
National Bank of Ethiopia

Designed & Printed by
o { A&T e +251 111 557 788 NC&..+251 116 298 777
masterprint  >J 31362 AR.N AN ATTRE

www.masterprintaddis.com

| Birritu No.134

Birritu is a quarterly
magazine published
by the National Bank of
Ethiopia. It presents in-
depth articles, researches
and news on Banking,
Insurance & Microfinance

Address:
Birritu Editorial Office
Tel
+251 118 58 22 86
+251 115530040
P.0.Box
5550
www.nbe.gov.et

Addis Ababa , Ethiopia

Editorial Board
Chairman

Gebreyesus Guntie
Members
Frezer Ayalew
Temesgen Zeleke
Abate Mitiku
Anteneh Geremew
Elias Salah
Editor - in - Chief
Elias Salah

Secretarial &
Distribution Service

Hiwot Teshome




Content ——— — 00— 00—

M m-h,

INFLATION AND ECONOMIC
GROWTH IN ETHIOPIA: AN

ESTIMATE OF THE THRESHOLD
LEVEL

BANKS IN ETHIOPIA CONTINUE TO
GROW DESPITE CHALLENGES

67

12¢ oM UN+: 9QAqO
192 2C8T (WTO)
25 —

R42671IA ANFTIHE A1
1™0F

31 —

&PC ANKH ¢
N
AIRCT ADPAU ¢

35

BBBBBBBB

IIIIII

for resources, please visit the NBE's offcial website: www.nbe.gov.et




'Editors’ Note |

ear esteemed readers, we are happy to meet you with the
134" issue of Birritu which consist of relevant and timely
topics.

On the News column there is news about "Banks in Ethiopia
Continue to Grow Despite Challenges"

The topics selected for research article is “Inflation and Economic
Growth in Ethiopia: An Estimate of the Threshold Level”

On the Educational and Informative section there is an interview
about financial inclusion and an article about World Trade
Organization. Finally, on miscellany section there is a poem.

Dear readers, your feedbacks and comments are invaluable
for enriching the next of Birritu. Please keep forwarding your
comments and suggestions.

Birritu Editorial office
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BANKS IN ETHIOPIA CONTINUE TO GROW DESPITE
CHALLENGES

Addis Ababa August 09/2022/:- The Ethiopian
banking sector has registered a remarkable
growth despite the fact that it faced various
challenges such as COVID-19, internal conflict,
and the Ukraine-Russia crisis, Dr. Yinager Dessie
said.

In a meeting held with CEOs of banks, on 8th
August 2022 at Hilton Hotel, H.E. Dr. Yinager
Dessie, Governor of the National Bank of
Ethiopia (NBE), said that the banking sector has
continued to registering growth in asset, capital,
deposit, loan distribution, loan collection and
other financial growth indicators.

“In terms of financial soundness,” the Governor
added ” as indicated in Capital Adequacy Ratio,
Liquidity and Non-Performing Loan (NPLs), the
banking sector is healthy sound.

The Governor said “Over the last four years, NBE
did embark on various policy issues, which help
to address bottleneck and lingering problems in
the financial sector” Proclamations, directives,
and other legal instruments were issued, and
amended. Besides, exchange rate, interest rate

and demonetization were also among the major

endeavors.

With regard to the banking sector, and digital
financial system, Ato Frezer Ayalew, Director of
Banking Supervision, and Ato Solomon Damtew,
Director of Payment Settlement and System,
explained that remarkable progress have been
registered.

According to Ato Ferezer, the number of banks
has increased from18 to 30, and their branches
reached to 8,944, as of June 30, 2022, from 5,564
four years ago.

With the expansion of bank branches, the ratio
of branch per population reached to 1: 11,
516 (one bank branch serves 11, 516 people).
Besides, the number of deposit accounts has
increased from 40.04 billion birr to 83.3 billion
birr. Hence, the total deposits, over the last four
years, have increased from 899 billion in 2019, to
1.7 trillion Birr in 2022.

The total capital of the banks has boosted from
98.9 billion in 2019 to 199.1 billion birr in 2022.




The growth registers 27 percent average yearly
growth. Moreover, total asset of banks has
ascended from 1.3 trillion birr to 2.4 trillion Birr

registering 92 percent growth.

Net income of banks has increased from 22.4
billion birr in 2019 to 49.9 billion birr in 2022
registering 122 percent growth, as it was
indicated.

According to NBE, the banks have continued
to operate in a safe and sound manner, though
there is a need for strengthening advanced
preparation for opening banking sector to

foreign investors was emphasized.
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Appreciating the progress registered over the
past four years, presidents and CEO’s of the
banks suggested to join hands to building
human capital and to mitigating illegal acts in
financial sector.

Currently29commercialbanks,onedevelopment
bank, 18 insurance companies, one re-insurance
company, 45 microfinance institutions, six
Capital goods Finance/Lease companies, and
instrument

eight payment issuers/system

operators are operating in Ethiopia.




| Research Article| m§+® U6 |

INFLATION AND ECONOMIC
GROWTH IN ETHIOPIA: AN
ESTIMATE OF THE THRESHOLD
LEVEL

NATIONAL BANK OF ETHIOPIA
DOMESTIC ECONOMIC ANALYSIS AND PUBLICATIONS DIRECTORATE

Alemshet Tadesse
|

Chief Research Officer, Domestic Economic Analysis and
Publications Directorate,National Bank of Ethiopia

“The estimated result from the threshold auto regressive model indicates the existence
1l e of non-linear relationship between inflation and economic growth in Ethiopian
AN Ly § M Tlggl economy. In addition, the result confirmed that 9 percent inflation level is the optimum
: & threshold level for positive relationship between inflation and economic growth. Thus,
inflation rates beyond this level have detrimental effect on economic growth.”

BE
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ABSTRACT

This study investigates the existence of a statistically significant threshold level of inflation above
which it affects growth differently than lower inflation rates in Ethiopia using time series data (1975 to
2021) applying Threshold Auto Regression Model. The results confirmed the maximum threshold level
for positive relationship between the two variables found to be 9 percent. However, this relationship
becomes negative for inflation rates higher than 9 percent. Therefore, the finding suggests that NBE
can use the 9 percent inflation level while conducting monetary policy, macroeconomic projection and
estimation so as to achieve optimum growth and macroeconomic stability.

Key words: Inflation; Economic Growth; Threshold level
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INFLATION AND ECONOMIC
GROWTH IN ETHIOPIA: AN
ESTIMATE OF THE THRESHOLD
LEVEL

1. INTRODUCTION

Most central banks directly or indirectly target
low and stable inflation through their monetary
policy to achieve macro-economic stability that
sustains economic growth. Although the debate
on the relation between inflation and economic
growth remains open, most of the empirical
studies supported that inflation has negative
and significant impact on economic growth in
medium- long-run (Khan and Senhadji (2001).
different different
evidence on the relationship between inflation

However, scholars offer
and economic growth. There are also different
views on the channels through which inflation
affect the real economic activities. Therefore,
results on the relationship between the two
have been area of considerable interest and
debate due to the inconclusive results (Nasir and

Saima, 2010).

Some scholars conclude inflation affects growth
negatively, Stockman (1981) and Barro (1995).
Others argued inflation have positive effect in
output growth through promoting effective
demand and makingindividuals to substitute out
of money and into interest earning assets, which
leads to greater capital intensity and promotes
economic growth (Mallik and Chowdhury, 2001).

Other studies concluded the existence of non-
linear relationship between the two variables
suggesting that at low rate of inflation, the
relationship found to be positive or non-
existence, but this trend becomes negative at
higher inflation rate (Ghosh & Phillips, 1988;
Sarel, 1996; Khan & Senhadji, 2001).

Although, it seems that non-linear relationship
of inflation and growth is widely accepted, there
are still controversies about the threshold level of
inflation; since the results of the studies suggest
different threshold levels for different economies
and the studies applied different methodologies
in estimating the threshold inflation level
(Khan & Senhadji, 2001). Thus, how low should
inflation rate be? And the question of what level
of inflation is detrimental to long-term economic
growth? Remain unanswered.

The fundamental objective of monetary policy in
anyeconomyistomaintainsustainableeconomic
growth and to keep inflation that sustains the
growth rate. To achieve these objectives central
banks choose different approaches of monetary
policy; inflation targeting or monetary targeting.
Though the choice differs in emphasis, however
theultimate objectiveisto containinflationatthe
rate desirable for supporting economic growth.
Earlier empirical works generally accepted the




view that there exists a negative relationship
between inflation and economic growth (Barro
1995; Fischer 1993; Bullard and Keating 1995).

Generally low inflation is expected to have

positive relation with economic growth;
however, at higher inflation rate, the relationship
becomes negative. As the main monetary policy
target of National Bank of Ethiopia (NBE) is to
keep inflation low and to keep it at “single digit”.
This study therefore tries to investigate the
existence of a statistically significant threshold
level of inflation (the optimal level), above which
inflation affects growth differently than lower
inflation rates in Ethiopia using time series data

for the period 1975 to 2021.

2. LITERATURE REVIEW
2.1 THEORETICAL LITERATURES

The effect of inflation in economic growth has
been debated in economic theories and studied
by several researchers. The analysis made
by these theories and researches reached at
different conclusions. Some theories argue that
there is positive relationship between inflation
and economic growth i.e. inflation supports
growth (Mallik and Chowdhury, 2001 and
Rapach, 2003). While, other scholars claimed
inflation affects economic growth negatively
with a suppressing effect (Fischer, 1993; Barro,
1995).
have any influence on economic growth. Others

Others argue that inflation does not

concluded inflation influences economic growth
within the framework of a specific threshold.

THE CLASSICAL GROWTH THEORY

The foundation for Classical growth model was
laid by Adam Smith who postulated a supply
side driven model of growth and the production
function expressed as : Y=f (L, K, T). Where Y

[ References ]

is output, L is labour, K is capital and T is land,
so output was related to labour, capital and
land inputs. The link between the change in
price levels (inflation), and its "tax" effects on
profit levels and output were not specifically
discussed in classical growth theories. However,
the relationship between the two variables is
implicitly suggested to be negative, as indicated
by the reduction in firms' profit levels through
higher wage costs.

MONETARISM

The monetarists refers to followers of M.
Friedman (1912-2006), who hold that “only
money matters’, in their statement of the
quantity theory of money and linked inflation
and economic growth by equating the total
amount of spending in the economy to the
total amount of money in existence. This theory
emphasizes the role of monetary growth in
determining inflation. According to Monetarists
the money supply is the dominant determinant
of both the level of output and prices in the short
run, and of the level of prices in the long run. The
long-run level of output is not influenced by
the money supply. Monetarism gives emphasis
on the long-run supply-side properties of the
economy including the quantity theory of
money and neutrality of money as opposed to
short-run dynamics. The theory contends that
growth in the money supply causes inflation if
the rate of growth of money supply is higher
than the output growth.

KEYNESIAN

The Keynesian model linked inflation and
output growth under Aggregate Demand(AD)-
Aggregate Supply(AS) framework and through
promoting effective demand. They argued,
governments promote effective demand
through intervention and improve output and

employment without generating inflation until
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output reaches its full production level. The
'dynamic adjustment’ of the short-run AD and
AS curves yields an 'adjustment path' which
exhibits an initial positive relationship between
inflation and growth. However, if the demand
increases further, the relationship tend to
become negative towards the latter part of the
adjustment path; the price will increase without
increasing output in the long run causing
demand pull inflation (Dornbusch, et al, 1996).

NEO — CLASSICAL GROWTH THEORY

The structuralist view on the positive relationship
between inflation and growth is based on the
contention that inflation is a mechanism which
induces forced savings (Georgescu- Roegen
1970; Taylor 1979). First, the government of a
developing country, faced with an inadequate
fiscal system, may resort to borrowing from the
central bank as a way to finance expenditures.
Thus inflationary finance may increase capital
formation if the government uses its inflation-
tax revenues to increase real investment.

According to Mundell (1963), inflation might
permanently increase output growth rate by
stimulating capital accumulation, because in
response to inflation, households would hold
less in money balance and more in other asset.
To accumulate the desired wealth, people
save more by switching to assets, increasing
their price, thus driving down the real interest
rate. Greater savings means greater capital
accumulation and thus faster output growth.

Tobin, (1965) in this model, individuals substitute
current consumption for future consumption by
either holding money or acquiring capital. Under
this setup, individuals maintain precautionary
balances, in spite of capital offering a higher rate
of return. Tobin effect suggests that inflation
causes individuals to substitute out of money
and into interest earning assets, which leads to

greater capital intensity and promotes economic
growth. Tobin's framework shows that a higher
inflation rate permanently raises the level of
output. However, the effect on output growth is
temporary, occurring during the transition from
steady state capital stock, to the new steady state
capital stock, which is higher than the steady
state. The impact of inflation can be classed
as having a "lazy dog effect" where it induces
greater capital accumulation and higher growth,
only until the return to capital falls. Thereafter,
higher investment will cease and only steady
state growth will result.

Stockman  (1981)

equilibrium growth model with assumption of

developed a long-run
“cash-in-advance constraint”. In the model of
Mundell (1963) and Tobin (1965), real money
balances and investment are substitutes. But
Stockman’s (1981) model, the two variables
are complements. Based on this theory,
individuals in the future will receive the return
on investment in the form of money. Therefore,
inflation will reduce both real money balances

and investment which negatively affects growth.

2.2 EMPIRICAL LITERATURES

The results of empirical studies conducted to
examine the relationship between inflation
and economic growth vary from positive
relationship between the two variables to
negative relationship. Other studies concluded
the existence of non- linear relationship between
the two variables and the positive relationship in
low inflation levels, while this relationship tends
to be negative after a certain threshold inflation
rate.

Fischer (1993) studied the role of macroeconomic
factors on economic growth using pooled
cross-section time series data of 93 countries




by applying OLS; GLS methods. His research
concludedthatthere existanegativerelationship
between inflation and economic growth. The
results also confirmed the casual direction runs
from inflation to growth and hence he argued
inflation reduces growth through reducing
productivity and investment. He also claimed
that there is no evidence to support that low

inflation promotes economic growth.

Barro (1995) studied the impact of inflation on
economic growth using panel data for sample
of 120 countries for the period of 1960-1990. In
his empirical analysis, he reported that there is a
negative long-run effect of inflation on economic
growth. However, he obtained statistically
significant results only when high inflation data
was included in the sample. His results showed a
10 percentage increase in the average inflation
per year reduces the per capita GDP growth rate

by 0.2 to 0.3 percent.

Sarrel (1996) examined the possibility of a
nonlinear impact of inflation on economic
growth. He used panel data covering 87
countries for the period of 1970-1990. The result
suggested there exist significant structural
break in the function that relates growth to
inflation. According to his results, the estimated
structural break occurs when the inflation rate
is approximately 8 percent. Below that rate,
inflation does not have any effect on growth or
it may even have a slightly positive effect. When
the inflation rate is above 8 percent, however,
the estimated effect of inflation on growth rates
is negative, significant, robust and extremely
powerful.

Mallik and Chowdhury (2001), examined the
relationship between inflation and GDP growth
for four South Asian countries (Bangladesh,
India, Pakistan and Sri Lanka) applying the
cointegration and error correction models using
annual data. The authors find evidence of a long-

[ References ]

run positive relationship between GDP growth
rate and inflation for all four countries. They also
found significant feedbacks between inflation
and economic growth.

Khan and Senhadji (2001), investigated the
existence of threshold effect in the relationship
between inflation and growth using panel data
for 140 industrialized and developing countries
for the period between 1960 and 1998. The
study applied econometric techniques initially
developed by Chan and Tsay (1998), and Hansen
(2000). The results of the study suggest the
existence of a threshold beyond which inflation
exerts a negative effect on growth. Inflation
levels below the threshold levels of inflation have
no effect on growth, while inflation rates above
the threshold have a significant negative effect
on growth. Particularly, the threshold estimates
for developed countries are found to be 1 up to3
per cent and for those of developing countries
the threshold level was 7 to 11 percent.

Mubarik  (2005) studied the
between inflation and economic growth using

relationship

annual dataset for the period between 1973 and
2000 applying threshold analysis for Pakistan
economy.The results from the analysis confirmed
that the threshold level of inflation found to be
9 percent. Inflation rate beyond this threshold
level had a negative significant influence on
economic growth.

Munir et al. (2009) conducted a study on
Malaysian economy to investigate the
relationship between inflation and economic
growth for the period from 1970 to 2005 using
threshold auto regressive (TAR) model. The
result of the study showed the threshold level
of inflation and economic growth becomes
negative at the inflation rate of 3.89 percent.
Below this threshold level, inflation had positive

impact on economic growth.
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Hasanov(2011) conducted a study on Azerbaijan,
as a transition economy for the period between
2000 and 2009 and determined the inflation
threshold as 13 percent. It was observed that
while an inflation rate below this value had
a positive influence on economic growth, an
inflation rate over the threshold had a negative
influence on it.

DemleA.(2015)studied therelationship between
inflation and economic growth in Ethiopia for
the period 1971 to 2013 using annual data and
Hansen’s Threshold Autoregressive (TAR) model.
The result concluded that there is no threshold
effect between the two variables in the study
period.

3. MODEL SPECIFICATION AND
ESTIMATION

3.1 THRESHOLD MODEL

The study applied a model developed by Khan
and Sendhad;ji,(2001) to estimate the threshold
level. This model has been used by different

inflation for different economies; Munir (2009) for
Malaysian economy, Mubarik (2005) for Pakistan
economy, and Hasanov (2011) for Azerbijan
economy. The model developed to investigate
the threshold level of inflation is based on the
following equation:

Ay, = dp+ g *AXe + 0 *Dy (A% - k) + a3 ¥z + Uy ... (1)
Where,

Ay;= The growth rate of GDP,

Ax, = Inflation rate

K = Threshold level of inflation

D = Dummy variable

Z, = A set of control variables; growth rate of
money supply, growth rate of investment and
trade openness

a 1,0, and o 3 are the coefficients to be estimated

The dummy variable is defined as D, = 1. Ax. > k
0: Ax < k... (2)

AsperthedefinitioninKhanandSendhadji,(2001)
the parameter k represents the threshold
inflation level. Using the equation (1) above, the
threshold model will be specified in equation (3)

scholars to estimate the threshold level of  below:
GGDP = apt o 1INF + U.th (INF -k ) + (l3GM2 + (I4GINVEST + U.sOPEN +Ut .............. (3)
GGDP =0y + o (INF + 0, TR + 0sGM; + 04GINVEST + asOPEN +U;. .o, 4

Where,
GGDP = Growth rate of real GDP (in percent)

Inf =
percentage growth rate of CPl index (The main

Inflation computed as the annual

explanatory and threshold variable used in the
regressions)

Dt= A dummy variable that takes a value of 1
for inflation levels greater than TR percent and
0 otherwise.

TR =Threshold inflation level measured inflation
rate at time t minus threshold inflation multiplied
by the dummy.

GM2 = Growth rate of money supply

Ginvest = Growth rate of investment, measured
as growth in gross capital formation

Open= Openness of the economy is measured
as share of export plus import in GDP




After estimating the threshold level on the
long run equation (4) above, the existence
of stationary error confirmed the long run
cointegration relationship between the variables
and possibility to estimate the short run error
correction (ECM) model. Thus, the ECM model
specified in equation (5) estimates the short run
adjustment towards the equilibrium state.
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DGGDP = ag + Yy @ AINF | Ty @ATR + X, asAGMp + I, asAGINVEST

Where, ECM(-1) is the lagged value of the error
term from the long run estimation and vy is the
speed of adjustment.

3.2 DATA AND DESCRIPTIVE STATISTICS

Descriptive statistics of sample data shows that
the average value of growth rate of output is

Table 1. Descriptive Statistics

+ Y, asAOPEN + YECM(—1) + Uy ... ....(5)

5.54 percent, inflation has the average value of
10.7 percent, and growth of Money supply (M2)
has average value of 16.9 percent. The average
growth rate of investment during the sample
period was 17.8 percent and openness of the
economy has average value 0.14 (Table 1).

Variables N Mean SD Min Max
GDP Growth rate (GGDP) 46 5.54 5.62 -8.80 13.50
Inflation (INF) 46 10.68 13.09 -11.80 55.20
M2 growth rate (GM2) 46 16.86 7.85 3.10 39.20
Investment growth rate (GINVEST) 46 17.80 23.45 -25.90 98.40
Trade openness (OPEN) 46 0.14 0.15 0.01 0.57

Source: Own computation using E-views

Figure 1 illustrates the trend in inflation and
GDP under the study period 1976 to 2021. A
visual examination of the trends in inflation and
economic growth indicates overall negative and
non-linear relationship. In most cases, peaks
inflation rates are associated with minimum
growth rates, and in some cases the two
variables moved together. While examining the
trends in inflation and GDP growth in 3 different
sub periods explain the detail movements.

For the period from 1976 to 1990, the average
inflation rate was 8.5 percent while the average

growth rate was 2.2 percent. On the sub-period
between 1991 and 2005, the average inflation
rate declined to 6.5 percent. The highest inflation
in this period was 45 percent registered during
1991. While the average growth rate showed
improvement and registered 4.4 percent. The
highest growth rate in this period was registered
in 2005 with annual growth rate of 12.6 percent.

In the final 16 years period (2006 to 2021), the
average inflation rate significantly raised and
reached double digit with annual average rate
of 16.9 percent. The highest inflation rate during
the period was 55.2 percent registered in 2008.
Notwithstanding, GDP growth in this particular
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period showed improvement compared with the
previous sub periods, and the annual average
GDP growth rate for the period was 9.8 percent.

Figure 1. Trends in Inflation and Real GDP Growth
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Examining the trends in inflation level and money supply as depicted in Figure 2, the growth in money
supply affects inflation level after 2 years period. It is important to note that generally, in most cases of
the study period, growth of money supply at lag 2 corresponds with growth in the level of inflation.

Figure 2. Trends in Growth of Money Supply and Inflation
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4. ESTIMATION AND INTERPRETATIONS OF
4.1 UNIT ROOT TEST

Before presenting the results, the stationarity
of the variables under consideration needs to
be tested. The Augmented Dickey-Fuller (ADF)
units root tests is applied to investigate the
stationary status of each variable. These tests
are applied to the level variables. Unit root is a
characteristic of a time series that makes it non-
stationary. The presence of a unit root means the
time series is non-stationary. The null hypothesis
in the Augmented Dickiy Fuller Test that there is
the existence of a unit root is rejected in all the

Table 2. ADF Unit Root Test Results (p-values)
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RESULTS

variables. The number of unit roots contained
in the series corresponds to the number of
differencing operations required to make the
series stationary. The results presented in Table 2
confirmed that all the variables are integrated at
1(0) except GGDP and OPEN which are integrated
at the first difference. The estimation result
shows that the null hypothesis of the existence
of unit root is rejected. Hence, estimating the
long run equation is possible.

At level At 1st difference
. Order of
Variables Trend and Trend and | Constant )
Constant Integration
Constant Constant | (P values)
GGDP 0.0000 0.3047 0.0000 0.0000 I(1)
INF 0.0000 0.0000 0.0000 0.0000 1(0)
GM2 0.0110 0.0151 0.0000 0.0000 1(0)
GINVEST 0.0000 0.0000 0.0000 0.0000 1(0)
OPEN 0.6251 0.7296 0.627 0.0000 I(1)

4.2 THE LONG RUN EQUILIBRIUM MODEL

After checking the stationarity of the variables
in the time series, the long run equilibrium is
estimated. The estimation is made by estimating
16 equations for threshold levels (from 2 to
17). According to Khan and Sendhaji (2001),
the model with threshold that minimizes
the residual sum of squares and statistically
significant is selected as the threshold level
of inflation rate. Applying this method, the
estimated equation that satisfied the above
conditions is the threshold inflation at 9 percent.
This result is comparable with the results of Kahn
and Sendhaji (2001) of the threshold inflation of
11 percent for developing countries.
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Table 3. Long run Equilibrium Model Results

Dependent variable GGDP

Variable Coefficient Std. Error t-Statistic Prob.
INF -0.348 0.128941 -2.69891 0.0101
TR9 0.340252 0.162511 2.093715 0.0427
GM2 0.101557 0.125909 0.806592 0.4247
GINVEST 0.071439 0.029331 2.435612 0.0194
OPEN 16.15309 6.010574 2.687446 0.0104
C 2.128435 1.595783 1.333787 0.1898
R-squared 0.510707 JB Normality Test 0.10 (0.99)

Adjusted R-squared 0.449546 Serial Correlation | 0.598 (0.541)

Sum squared resid 695.8378 Hetroskedasticity 0.809(0.782)

F-statistic 8.350127

Prob(F-statistic) 0.000018

D.W. stat 1.692621

The result in Table 3 indicated inflation lower
than 9 percent has significant positive effect
on GDP growth. This threshold inflation level
is chosen because the regression result has
minimum residual sum of squares (RSS =
695.837) and higher R2 = 0.5107 compared
with the regression results computed for the
threshold inflation levels of 2 to 17 (Table 4). The
regression result showed that at this threshold
level of inflation, an increase by 1 percentage
point in annual inflation rate will lead to a 0.34
percentage point increase in the annual growth
rate of GDP.

On the other hand, the result showed the overall
effect of inflation in Ethiopian case (with no
threshold) as represented by INF has negative
and significant effect on growth, whereas growth
in money supply, GM2 doesn’t have significant
effect on growth. Investment and openness
have positive and significant effect on growth.

The adjusted R2 of the model depicted that
45 percent of the variation in the dependent

variable is explained by the model. The 1.69
Durbin-Waston  statistics (D.W) indicated
that there is no auto correlation between the
variables. Similarly, the results of the residual
diagnostic tests confirmed that the residuals
are stable, with no serial correlation, normally
distributed and homoscedastic. Hence, applying
statistical inference using the model is possible.

This result is comparable with the results
obtained by Khan and Senhadji (2001) study
for 140 industrialized and developing countries
for the period of 1960 - 1998. Their results for
developed countries was the threshold level of
1 percent up to 3 percent, while for developing
countries it was from 7 up to 11 percent.
Another study conducted by Mubarik (2005) for
Pakistan economy confirmed a threshold level
of 9 percent. A study on 41 African economies
conducted by lkechukwu(2018) confirmed a
threshold level of 11.1 percent for full sample
and 12 percent for resource rich counties and 9.4
percent for non-resource reach African countries
including Ethiopia.
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Table 4. Least Squares Estimation of Inflation Threshold Model (fromK=2to K= 17)

Variable Coefficient Std. Error t-Statistic Prob. R2 RSS

C 1.23132 1.622014 0.75913 0.4522

INF -0.473039 0.208598 -2.267702 0.0288 0.499601 | 711.6318
TR2 0.424679 0.230362 1.843527 0.0727

C 1.433561 1.605105 0.893126 0.3771

INF -0.448699 0.192003 -2.336942 0.0245 0.501297 | 709.2196
TR3 0.404965 0.215048 1.883135 0.0670

C 1.872338 1.623427 1.153324 0.2556

INF -0.345799 0.16711 -2.069284 0.0450 0.487693 | 728.5672
TR4 0.294804 0.190701 1.545897 0.1300

C 1.771611 1.59301 1.112115 0.2727

INF -0.404563 0.163218 -2.47867 0.0175 0.504831 | 704.1944
TR5 0.369882 0.18834 1.96391 0.0565

C 1.868806 1.588005 1.176827 0.2462

INF -0.398852 0.154073 -2.588726 0.0134 0.508912 | 698.3902
TR6 0.372823 0.181457 2.054614 0.0465

C 1.957796 1.589666 1.231577 0.2253

INF -0.381766 0.145441 -2.624894 0.0122 0.509518 |697.5283
TR7 0.361329 0.174735 2.067867 0.0452

C 2.004637 1.59459 1.257149 0.2160

INF -0.361143 0.138412 -2.609195 0.0127 0.507769 | 700.0167
TR8 0.344858 0.169926 2.029454 0.0491

C 2.128435 1.595783 1.333787 0.1898

INF -0.348001 0.128941 -2.698908 0.0101 0.510707 | 695.8378
TR9 0.340252 0.162511 2.093715 0.0427

C 2.278049 1.725761 1.320026 0.1943

INF -0.195767 0.102996 -1.900722 0.0646 0.472503 | 750.1697
TR10 0.153803 0.142245 1.081252 0.2861

C 2.24379 1.732482 1.29513 0.2027

INF -0.1797 0.095856 -1.874688 0.0682 0.470211 | 753.4289
TR11 0.135533 0.136146 0.995497 0.3255

C 2.251201 1.722905 1.306631 0.1988

INF -0.182512 0.09426 -1.936259 0.0599 0.471812 | 751.1514
TR12 0.145407 0.137686 1.056078 0.2973

C 2.193507 1.71677 1.277694 0.2087

INF -0.175573 0.092194 -1.904375 0.0641 0.470321 | 753.2716
TR13 0.138156 0.138185 0.999787 0.3234

C 2.251817 1.706653 1.319435 0.1945

INF -0.184891 0.090578 -2.041239 0.0479 0.474545 | 747.2652
TR14 0.161549 0.140127 1.152877 0.2558

C 2.241695 1.698115 1.320108 0.1943

INF -0.184637 0.08834 -2.090082 0.0430 0.475783 | 745.5038
TR15 0.167735 0.140426 1.194475 0.2393

C 2.27724 1.690266 1.347267 0.1855

INF -0.189609 0.086582 -2.189924 0.0344 0.479228 | 740.6056
TR16 0.185335 0.142114 1.304133 0.1996

C 2.314279 1.680814 1.37688 0.1762

INF -0.193661 0.084032 -2.304601 0.0265 0.483443 | 734.6115
TR17 0.203216 0.142244 1.428642 0.1609

Source: Own computation using Eviews
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4.3 COINTEGRATION TEST

To test the existence of stationary long run
relationship between the variables, the co-
integration test was performed applying the
Augmented Dickey Fuller test. The study applied
theresidual method and thefirst difference of the
residual computed from the long run equation
represented as ECM(-1) is tested for stationarity.
The test confirms the existence of cointegration,
if the residuals of the long run equations are
stationary at level i.e. (10). A time series is said
to be stationary, when the statistical properties,

Table 5. Cointegration Test Results

such as mean, variance and covariance of the
distribution are constant over time.

The result of the Augmented Dickey Fuller test for
the residual rejected the null hypothesis of the
existence of unit root at 1 percent significance
level. The results in table 4 confirmed that there
exists a long run relationship between the
variables. Therefore, it is possible to estimate the
short run equilibrium model.

Augmented Dickey-Fuller Test Equation

Variable Coefficient Std. Error t-Statistic Prob.
ECM(-1) -0.844028 0.154260 -5.471445 0.0000

C -0.031595 0.623075 -0.050708 0.9598
R-squared 0.422020 Mean dependent var -0.000122
Adjusted R-squared 0.407923 S.D. dependent var 5.309666
S.E. of regression 4.085604 Akaike info criterion 5.698212
Sum squared resid 684.3786 Schwarz criterion 5.780128
Log likelihood -120.5115 Hannan-Quinn criter. 5.728420
F-statistic 29.93671 Durbin-Watson stat 1.966413
Prob(F-statistic) 0.000002

Source: Own computation using E-views

4.4 THE SHORT RUN ERROR CORRECTION
MODEL

After investigating the existence of long run
relationship between the variables, the error
correction model (ECM) can be estimated.
The ECM shows the short run impacts on the
dependent variable and the speed of adjustment
to long run equilibrium. Summary of the short
run equilibrium model is presented in Table 6.
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Table 6. Short run Equilibrium Model Results
Variable Coefficient Std. Error t-Statistic Prob.
D(INF) -0.441614 0.102490 -4.308838 0.0001
D(TR9) 0.472918 0.125344 3.772975 0.0006
D(GM2) 0.094774 0.093581 1.012747 0.3176
D(GINVEST) 0.059298 0.018785 3.156702 0.0031
D(OPEN) 11.81670 12.63811 0.935005 0.3557
ECM(-1) -0.825602 0.162808 -5.071016 0.0000
C -0.052201 0.623065 -0.083782 0.9337
) 0.046
R-squared 0.647598 JB Normality Test
(0.9773)
) . ) 0.920
Adjusted R-squared 0.591955 Serial Correlation
(0.9029)
) . 0.337
Sum squared resid 647.4796 Hetroskedasticity
(0.3141)
F-statistic 11.63856
Prob(F-statistic) 0.0000
D.W. stat 1.940386

Source: Own computation using E-views

The error correction term shows the speed of
adjustment of the variables to return to the
equilibrium level. The short run coefficient of
the error correction term ECM(-1) is significant
at 1 percent level of significance. When there is
disequilibrium in the past, there is high speed
of adjustment from the short-run deviation to
the long-run equilibrium which is 83 percent.
Thus, most of the previous year’s disequilibrium
is corrected by changes in RGDP in the current
year.

The results of the short-run equation are checked
with diagnostic tests and the results confirmed
that all tests were adequately passed their own
detection. Hence, the estimated model is stable
and the model is adequate to make statistical
inference.

9.CONCLUSION AND POLICY
RECOMMENDATIONS

The study investigated whether there is any
threshold effect of inflation on economic growth

over the period of 1975 to 2021. The estimated
threshold model indicated that there is non-
linear relationship between economic growth
and inflation in the Ethiopian economy. The
result confirmed that the threshold level of
inflation for GDP growth in Ethiopian economy is
9 percent. This threshold level has a statistically
significant and positive effect on economic
growth. However, inflation rate beyond the

threshold level have negative impact on growth.

The result also found to be supporting the
NBE's target of containing inflation within single
digit level. Though, the double digit inflation
recorded in recent years in Ethiopia is against
the objective. Hence, NBE can use the 9 percent
inflation level while conducting monetary policy,
macroeconomic projection and estimation
so as to achieve optimum growth and macro-
economic stability.
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ANNEX |. CUSUM TEST RESULTS
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N+ne Ut NCC APCNT 2990LCA NG PUIC
oN® qoCH ATYMmeoo NPT 909 NI
A12U90 NaogendA A12 ANA UIC N+ae Ut
ARIZ Q1N APD 4+AP 08GoA QP fF(FC
goAgo(: Q+LINTCH @RGP aNaRFT A18 MPqo
QaReMEe Ny 1@ 1C 71 N APMF
nUIC ©n® qoC+F DC NANS 90040+ aoflt
(National Treatment) coCU eaumANt UG+PT
AN ATHUGO (001t 6hw(+ @O+ a9p+qo
a1+t ACNTD  POQMPORFDY  qOCHT
NOOIHt 6Bu(F NIRPOMNT 1HIPLRC 90PN
N&AGOT AL gomd FAd A1&UGe ANd U7¢
#81 U7C N7 &% £999 nPCA LFAd:

TNHERIRLIC PSP TYNT ARAP (a favour) ATPAN NHAR Ut K121 @M1 UNT (AGPAN 9R0LTY) INFHTT DR @ER: RaoAR a0 ¥YE NNGHT (Privilege) AGPAN N1 U $LTY eATONAS doNIH @AGOMRS (Immunity) 1T AGPAN @M IFPTI APTUN qOCT) DL 4R

faoAn aofIF1 A N+AP UGH ao3f+i(Advantage) AGPAN SLT PATDNAY TONITT SMPaAd::

240NN OC QORAD RN VAT AGRPERLSD 10+ K1 M TR0PE 00F0+ QAN A1 NAIR (Case-by-case) G030+ 10 PNNT:: QUIC PR 7T @410 oNACHFT AGPAN, RIOCHT RT0GRLA 70DAet NITOT NTRATNT: +MPIRD GOCERS ATIR AT RGOCH NULE LT (APAN

AGeE RE 7N AGDE) N1099F +a0ANRTHY T0INR LFAd::




AT ATHU  Udt ooCPPT  AMmPan
Qooaolf@ N+Ae@ ULt qoCF+  gonna
ANTR2ATT AQH UNti@ 290 n@eke 071N%
qoCt NUIC @A qoCt OC Nrd Qa3+ do+]
IGRGA::

Unté@ ooCU 99A+qe ©4)99%7%+ goCU (Pre-
dictability Principle) A1 gofao(e@ go(U Unt
aOINEBLPT ANt Qaoool @ 0ARTH go(U
(Transparency) AT Un15@ AN18E @b M9
aQhdagop goCU (Tariffs binding) 2NAd:: 701+
(Transparency) AN& 9917@q° ANA UIC NAAGP
APE 1L AR ROUNHATDT TANPTE N+NeQ 1H
QAP (RFDT 0+10Q TANPTE AT NAATO 17
(8t NRIH® 909ADSPS ao(8 QaonMYt ILFT
QPH 1@:: UN15 @ 94199111+ ao(U QU 1@ ANISE
Pl ML 0YAPaoD ao(U NNH IQTIFDGO AN
UIC N1 AFPFFO/ALNFFD NOPPT AL
RtPoom P MLePT NLCLC NALT NAt+PC
aopQC A1LI9RFA 1%+ 00Nt 1@ AHU AL
a1 ANa IRLNAMND T1C A1L UTC GAGE 198
(8t ANA ALY NAGPqRT+ @+ NAPaoM@
PP MLP TUNE AT12LFA 2NANAN R12 (QUJP
NV e9RenLNt Urt A18+mNe ) N+Agoe
A1209NAD &A1& U7C 93AGC 192 2C8+ ANA
AT @LPeDT APIOMDT PP dON NOO(Y
2118 @LG0 HC 22004 99nt ALLAJD::

4, RGAGC 192 2C2} +INLt

eaAqe 192 (8t P5 +INC NUIGH gonna

QT2 doNENNeTT TANTG0 DLRG PR T ALY

ooAfANTT NORNDIL 1R 1LY O9N(HHG

ANOONNT APC N@RRTE 2CLC do&+t+ AU

HCHC N goat +NCE 0N+t (F@-::

o NGO+t KRIL 192 0oRLQLE 0ol(ln
1NN

o NUI&T gonnd AGRNYL 792 €112 U
PCRA AIRUAGC eN+RL LA

o NaviN+/U716+ aonnd €192 Anao)nn+tt
AR NDRRT L4Fd:

o ANAd U746t 01912 TAAPFTFDT 2199700 N44:
o NF81 UICY aofP 2)& 2AMA:

5. QA 192 2(8+ AqeqertF

Nange 192 28+ eom Und® N12¥ hdIP

aoWt ANt PPA NGOqOYHHT 04 1@ AHU

N2At PPH NGPqoT$F Qoun+it (F@--

U. CAPMT/APPT 9L NGPqo7t (Multilateral
Agreements on Trade in Goods) :

A. PAININFE 192 (GOqOTE (Agreement on
Trade in Services)

h.CAGPCP Nt doNlt 192 AGPqRYt (Agree-
ment on Trade-Related Intellectual Property
Rights)

go. €7°& TAN °19°799 (Trade Policy Review) *

W, 0192 AAOINNTFT Qao&F HQPF (Under-
standing on the Settlment of Disputes) :

(. ONHYYT Ageqett NAGY HCEF (Plurilateral
agreements in four sectors) §F@-::

Qaogoole@ MPA AR eAPMT/APPF
92 AGPqeyty ((Multilateral Agreements on
Trade in Goods) AtaoANt U AqeqeTt+ NUAT
R+NAN AT Ra0200L 9@ RPLPG 919 AMPAL,
AqeqoTt (GATTS) AU MA@ 09PTI 0+oonn+
Niet ANG UNt NGPqRT$F:3 @+oonnt GF@::
PG f17L AMPAL NJPGPYt (GATTS) AN
Abo.h NSTPL 1995 RATGR QGAGR 192 2(8+
nNoogon(t NAt A.k.h N1947 89OC ADT 0192
AMPAL NGOG0+ (GATTS) ANN TRAARPE A oA
N1947 89°C NAMPAL NGOqOTt (GATTS) TROP&
+tANG @NRPTIE OPLD  doCYIMCT (Tariff
Schedule) A6 2aoCUM¢ AARRTGP NCOTHT AG NAL
ALTMPND NANHED 9IATGC NALDL 1L
£C2C HC AQeqeyt R+(NANFD NNt 18e+
A1CATO Mt NGEPEE 1L+ P 0a0TINT 1L
(8%t ANGCIIONEL 0QHT ACIPEPFT (Balance
of Payments Provisions): 2190¢n ANGC @ULH)
AL PMEP 1L FNNCT IFT TYNHANGT A
PLP TQAANT LRHA::

3 O9AHER MICET: ERCPERCPE AANATI ATHLE §2F ATHe ACIEPTIHNNP €12 12NF1I 192 1 QAINNTOOTE 12eF1E NPI N3F PATOAT (Anti-dus mp 1g) 1oL gP¢N +0OTY: PRao
9933H qOCvLY (Preshipment Inspections)? A1 AP @+a0¢+N+ UICT (Rule of Origin)? SANGOER 172 4PLY: 29097 AG APNI/NANAT (Safeguard) 22HA:




UATE@ mPd AGPqPTt A1 et 192 Ngoqoy+
(Agreement on Trade in Services) AU NHU
Aqeqott got UGPA AQPAtT A1t HCETY
Q+aoAnt Ngeqey$¥T Q9H 1@ NPLyHIe UL+
A1t Ntoopnt nadoomt eoodmm(C
@90 NANA aoMmy RI1290& 2NANA::

NNHE@ DPd NGeqoYt RAGRZP Nt doNt
192 AqeqoTt (Agreement on Trade-Related
Intellectual Property Rights) AU AUNGC AN
U724t enqoiqe $goo Ut fAGRZP Nict
N+ne NPT (L1 0192 qoant: THi+: QHLY AL
QaonAN oot 18eFT NP ePRC A1R0R(T
eM1L8A: FC NAMCIC A1t dodrt AISAN+
Q0OReNQ WCATY Q9H 1D

ALTT@ P AGOGOTE 0F7L TAN 90799 ALPY:
QUG fANA ULt €19L TAN RS €172 ANGC
U726+ K1t oolqoigqe A18aN+ eoQeoopnnt
Aqeqoyt 4@ AGPAHT @ DPH NGOG NAN
U241+ aonnd €198 ANcoNN+1T o0& F HOPF
oOYMeqe AT ANd U6t 0192 AdcoNNt
AIMOYF® gont+d eANFDY YL+ 90YMeqo 1D+
: QOOERLLAD PP NGOqRYt RNHY Tt Agoqoy £+
NALT HCET GF @

6. ATCR? AN AaolPT ACRUIT® eA@ 2CLC
009790t 28

QaAGe 198 2CSt goxy ANd NGO NI9AN
ATRe ot+aodntit 2(87 (observing status)
A.fe.h 11997 O77F ALY Ak.h NRC 10% 2003
0990 Q22+ aoy ANA AGOLPT MR APCNAT:
© QUTT thiteq® QQAQe 198 2(8+ MmdPAA
Mk Ake.d 00T 107 2003 ¢ 1L Work-
ing Party) N9QRLq0 RUILET f17126 CANGFOY
P CAt 790909 NUNHE 8L8 PATeRS o1+
D6 17 (Gt ao)NNe (12 (Memoran-
dum of Foreign Trade Regime) NTYHIZY A.k.A
NFUAN 2006 A&CE+ APCNA: QU QaoINNe
N129° QUILET f+nee eqemy UNt TanPHi
a9Atqe @7THN Af °NEt TANPF! (monetary
and fiscal policy): P ePR(§ DLLC TN

© RCR¢ HNLD NPLND RAPMT *PLR ooMY (Goods Offer) AL 1NC::
5 R(R¢ L@ NAPMT KG MANWEF LD oM (Goods and services Offer) A 1NC::

(pricing and competition policy): TLLNAFRHAT
TAND RDERS N 1L 1T 0192 o1t ) (
rules on trading right)? @MNC5 TANIRARTOCAP
¢t oot ®NP (protections for intellectual
property rights) A6 €A1t 1927 0Qoonn+
TAOPT (policies affecting services trade) ©¢H
hD::

UY +ntie NTHU QUILE TANPT HEP NHALR
ANA U4t Qao8aol@ HC MeRPT 0PLt ALY
AHU PeRPF HIND AR A.b.A NRC 2008
+AP1d:: NHU N+6R0949° RATERET CANATTH
PR QUUNFHAD QMW( (18T Q0o2ao( MY
ANAN Ak.A 071012008 9L AT QAR
gt NANAND NaoTTt +6RI9L TNGLE
APLd: Ak.A 12009 NATER? NA HC PeRPF
NO6R 198 (AT HL® PCND ANAAID GPAR
N+eR.09¢ 0ol 8PF IC NATRR? ao1nt PCNA:
tUNED QG (12T ANANTP Ak.A NT1NT 06
2011 tnYLa::

NUATD QUG 1877 ANAN N2A NATRGNINNGS
AS NA@CT UNT NRT AA+E HC MeRPT
Afe.h N1chy 2011 PCAPAH:: Ndobmd WN+Hi@
QWG &Y ANAN Ak.A dod(1t 2012 HNYLA:
: N+6R9949° Qaofaoole 208 PUATeR 2CeC
( Bilateral Negotiation) NANt U4t 99atqo
NATRLNE NNEE AE NADCT UNE 2C N&84A
TNYQ d::

NHU 19AGR AU HC RERPF NATILNE NNGS:
NA@CT UNCH NORAT AG NRHI N8 Akh
TINY 2012 CAd: QUT HNHWA PATRR?
g 12 112F1 PHDR ALY PE PEPE
APMIE AIDIM=FF 117 PTRIDANEE 91N 178
LPLT e+aoant A AeF N112F1 2@HA: NHU
MA@ AED G (18T ANAN AAA NRC
2020 S+N%8 AUTE NHU N46RILT0 QUATRR
2CeC N A2NY UG TUATIR NATRLNE NNGe:
NA@CT UNGH N1OHATR: BT1 A6 FoE OC
N&1A +nygas:




AGPA1E HC PeRPT NATRLN: NADCT UNLH
AL NFRATL A.k.A TQPHR 2912020 PCND Ak
NoodNt 2021 qoAR +APENFPA: QU RUE
NOQHIZNtT Ot QATCR? oIVt +ERLI9¢
N12¥F1 APHIE ALY AGeA+E HC WG (e
ANNAN NPCN ATINYLGO AP A::

NAL NPLND KUG A12901(8D QQAGe 198
&C8+ agox ANA NooOPT Q0RRIID  L(eC
OANANE ANTFILE 1K R0YMeP colfF h1O-:
@ANAN RIRLLCID 4100 ANA UILE NUILFHT
Q+AP? At eATD NoolPtr QUY §AYFTFOY
NNe U+ ARAMNP  ANFILE  @ANAN
A12U90 1H, 99407 MeRPF) ANTRLPL (Tt 4D+
: 46099490 2CL2¢ NANTIPE 192 AD P+ RS
NAR gof+FF DC AT 0QNYed AINNYT
NA@ QqeCqeCs Qo8 APCNT AAT +24L80LPF
aPH ANTALNAAD ATHU qoCIoCFr NRe+
ATYNYLqO (8q0 IH, AG 0+APQ +209FT $18+
ANTQPLNAAT 1D

7. VIGF1 RaAG 192 2C2% ANd Naoly
R0RAM¢ ALt AS MDY

QUT CAN N+oopnt NUIGFT N+RDD97 A4
@22+ (N+AL Nav1§5 HEPF NaoMPIP) R+NYL
AT AU &N RATRR? doTIWt nre+
A% Moo QoOHEA NI9AT RANATH MR
NeLN NH oo+t NEAGE NCHE RIPMA 4@+
: QUAP NCANC P9eMY YD AR ANA NHUT
QqU 7@ MPqo QaoHGA NIYNE NRPao LAd
2+ 2NdMa NIt gonny 1@

ATCRe AN NPT ®Poo QaoHLA Qount
(PATOR? 0UINPFT 6BIPC) aonLNLe NRdy
AFe ATPR? QAQP 192 (8t don ANA
nNoolPs N¢&9o IH, @N® oMy UNT ket
NIR&MT AT20QQHT Oquen:: ORGP QL(S+
ANd NOOP7 QORI MG NAGRC 1H Aae
ALY N¢&9o 1H A1RC 0040+ AI.ANT NARTAT
RALeN:: QUT &g 1H, mPqo NoO)THN 1@
QATPR? GUTIWEIO QANAYT MORDT AL(S+

ePLND:: NPy AND Nool 0951 MPqo

09274 ANAT JQPPCM+ aonLNnde 1R 1N°

NORLATTI@ PP AnQ 1M:: OYH+qO:-

o ?17& ogoNfANetT NIRNMDIL fA1E  UIC
K NtAe +MPIPF (Consumers) ©+n 9P
qoCt NHPHEF PO AATRPNATD (4 qOC6B,
AILCLTD 22004

0 AJPLFF (Producers) NPAN @L At UICT
702 NgoAn A& IN? ALA 9977t LFAN:

o P9AqP 19¢ 2C8+ Unge ANd ULt 99omMYy
UNt TAAPFTFDT AR KE O K1808(Y
ANTRLMLEe N+Ne F81 ULt o+AN VYT
ATQ@OM+E MG T2t Ade)INT @IHFPA:

o PPty C@Ex AINNTOUIHT NPAN donf)
PATATPA: QUGC ONTHA &NTT AS CHNEHRE
ACT Q4MGA:

o NULT aonna 198 AdaeINNt APC N
AT h? APT NooFIH do&+t AtTAA
AeUqe e+m¢ RUILY 1T (country’s net in-
come) N99NLY R1L0Q0IH eMPNiy::

NAIR¢ NAD @1 A18 A+ 009 INTFD 180 F -

o N+Ae A1 UL Nooddqt AR Ny U146+
QRIS N, HCE NA16KH6Rs 8¢5, (Infantindustry)
AL 20 Noo Pt A®IRFDT N7 IHE AN0QPE
1209+ JC co®LLC AAIIRTN NUIC @AD
702 NPAN ADM 2FAN:

o NooAdt AL Ny ULt PE@ Qaoilt N
qouTékd (Government revenue) L Noolf't
NeCC @t PP M{LP® (Binding Rate)
NaNd UGt 6B HP+HE A1 nteld
RauTINT 1N APIA LFAd QUG NNBT AL
ANTP +RACT APANTA SFAA:

o NAnge A& Tath JC +PPH Nnlr Quge
2C8+ NGEOLN@eY +RAF (N+NL NATRLN)
NC PDLP Naolf't et ULt &N (NHAL
RFR.LT QLAL AG PAGLN) ALIGHNGO:

o ©NART UICT QU teqP noooonl+ N&Y
PANDTF@ au71e NgoMmegqe pnoo (UP1qo:
$21 ULHT 1 Iy R8LANTT 88 NF
NOITHN et +82 UGt 1NEP Ul
ALIGTHNGC QR Y@-::




8. gogqoeaoge

NHU R]U& nooCAn A12+doN(@ fAAGC 1)L
2C8T 1R 1927 AGRANTD etePoo AT UGt
CHU +@q0 ANd AT f0UTHt MPqo (£
eaReAntA@ 18t fouOAt@ NUIC @A
NONE@T qomy UNFP A1PNPAPT 10
1 QUAe a9pt A1 UIC Nnén +CE AGAGO NP
OUPCN Ne qoCt gomM% YNt Q0IQQ00Y76Rs
N1 2UT qoCt NAAGC 1N? NPAN AGOAD
N4 KA 24MEA:: NAIRE RIQAOLT APTO @Y
NUP1NtT @L @6k nooAn (Export) 8P @& UIC

(-
N
~—

RaYIND (Import) ANTANAT CFL 9QHY doHN+Y
noRgom+  QOQACANEIY  goHN¥T  AfANtA
e¥Ad: AALIGR 9GAGD 198 2(8+ ANA aolT
MPgo QOOHAA? DN 18+? NTRAD AL ¢t
NORLL &% N@E® NP COUP(N +(C& qoCt/
A1t AN @L? D6 P+ KinAtooTty
AgoAN qOIA R+AC 0D AG qPE eqomy UN+
TAAPTF AN? 0Nt AQ it 09(} 1@ $qo
77¢ qENI+GP @AND qoCt A1 UIC A UIC
0€7 AtA ANTRH A

WORLD TRADE
ORGANIZATION




42571 ANFTITS K112 170F

NIt okt NGRETN ANFHIT qOUTH ARE
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Nt PeRPT AR NATCR? NP NN
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QaoANFy::

NHCHC AdoANTFqP 248 (1€ PRIt aoN6R,
aoQ(APT (PCI6RLET DNAT PNGP 0DAROYRY
O9AT: RN&L 1M QqONRA TTHN: @.H.4) AL
4267 qOCHS A1aMet (@MN: NLC: 0oLT: NEY
®@.H.1) NRRIFDL NIoN44+TFD NAL +HInRT
Pe PT 0L7%F AGOHINT FaPA:: AHUC AL
goW(+P oot PP OYMPN@ 2008 9.9o.
NoQNCT 9o/t PREPD (P Q4L67N
ANFTIT AHGEE NHING AR PR HD+:

QUJC PE° RATER? 40670 ANFTYT dom'y (45)
Nowoet GONLSP AGLN AICT IC NIRRC AN

1@ AGPAN X9 83%: ¢PI8 93%: AG HIPNE
69% 2CNPa:: NTOLP'rIP AL Q467N ANFT1t
qom NAM NIRALY) N&+T 024 Ad: NHU
A2 UNED NehlP 042610 ANFTIT N8
N®CH NOYINTCT 9O/Nt RSP DL ¢ M6

NeE: 0426714 Ant11T e1HEFY 0426710
K270 F ont1a? 97THN emns N2C

ANt L UNLTA N&RSTIA A1t
oNP th1Pa? NHY 12 NATS AT

AK1CT AAND A9OL NLLe NAPNT?

&/8/R/0F 046N ANFFT @A®  onee:
PEMN? PNCE PYPAT QODRTG AT 942670
K0Pt 0Nt AT At 99AMt
o0@NZ Q4267N +2I9FT NIPMMC ANd §PL
P+AMT@ Q42670 +209t (@

A120U7¢ +emNele Ut Niet 00N AUt
@4° NN&d 0goN% Ut Q4L47N +209+qo
NAPCNT AIANE ANtE 2FAN: AGPAN @7THN
emng NLC Nt K¢ aquNet NNH AICT
QOUPLE HP+E 1N ATDY hNNN N&AeF
(RIOC NOAART ATRPME ANNFFD  Q4267N
AFTT AMA: ARUTT  PhA AT
ANTPRA NTRALAE eMNT NG NAIRLLD NIATE
ao1 W+t HOT 1H 9QUALTT NdelAtng
NaME L2744

NATEREIC Q7THN @emNE NLC °AhNLt ¢
aUNLGT N&RETN ANFTHIE (18 N&HE ANTPRA
No9( AL Q15 NAUT @©Pt+ N21,000
eauNamM €HN emNng N.C UNLt W&
aUNLT N5 QAT NAR AGAPt ANNFFD
eemN: eNCS QoY ANt Noonmt
AL Q7FN: NLCE MmN ANt OYNMt
N+eeooNt A7 Q0P oWt ALY NNLCE
eMN @ o AT eOQWmt nNadet
goN§ Q441N +209+ IC Noomao( ®LJO
NONATT N997274 EpqOC 1D-::

NATER? UHde ©77HN ¢mns NLC ANt
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CAPITAL GOODS FINANCE COMPANIES

Finance Business S.Co

No Name Of Company Address Phone Fax
1 Waliya Capital Goods Finance Bahirdar 058-2206780 | 0582 205 342
Business S.Co
2 Oromia Capital Goods Finance Addis Ababa 0115-571307 | 251-0115571411
Business S.Co
3 Addis Caplt‘al Goods Finance Addis Ababa 0111-262445 251-0111263479
Business S.Co
4 Debub Capital Goods Finance Hawasa 0462125191 | 251-462 125 170
Business S.Co
5 Kaza Capital Goods Finance Mekelle 0344400085 | 0342 40 00 84
Business S.Co
6 Ethio lease Ethiopian Goods Addis Ababa 0116393397 | 0116392 730

Capital Goods Finance Bussiness Licensing and Supervision Team




Information on Micro Finance Institutions

NBE MFI No.
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028
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Name of Institutions

Telephone No.

Fax No.

Yegna Microfinance Institutions S.Co

0911318756 /091202835

Dedebit Credit and Saving Institution S.C.

034-4409306 / 0914702214

251-034-4406099
251-034-2400208

Omo Micro Finance Institution S. Co.

096619611 GM
046-2202053/ 0462207384

251-046 - 220-20-52

. . . 0118952389/90/91

Gasha Micro Financing S. Co.
0911240437
0116463569

Vision Fund Microfinance Institution S. Co. 251-011 - 6293346
0911211823 (GM)

. . . o 046-2200850 / 0462206151

Sidama Muicro Finance Institution S.Co. 251-046 - 2204704

0916836687 (GM)

Africa Village Financial Services S. Co.

0116532052 /0113204732
0911296401 (GM) 0913113446

Buusaa Gonofaa Micro Financing S. Co.

0114162491
0911223679 (GM) / 0912017087 (FM))

251-011 -4162501

PEACE Micro Financing S. Co.

0116678059 /0911219506 (GM)

251-011 - 4654088

Addis Credit and Saving Institution S. Co.

0111572720011111512/13 0911406174
(GM)

251-011-1573124

Meklit Micro Finance Institution S. Co.

0113484152/0113482183
0911318625 (GM)

251-011 - 5504941

ESHET Micro Finance Institution S.Co.

0113206451/52 0911677434 GM)

251-011 - 3206452

Wasasa Micro Finance Institution S.Co.

0911-67-38-22 /0113384133

251-0113679024

Benishangul-Gumuz Micro Financing S.Co.

057-7750666 / 057-7752042
0911951484 Gm

251-057 - 7751734
251-057 - 7750060

Kendil Micro Finance Institution S. Co.

046 1105952 /3831 /5663

251-046-11015

Metemamen Micro Financing Institution S. Co.

6615398/6635801/0913460432(GM)

251-011-6186140

Dire Micro Finance Institution S. Co.

0251129702/1127072/1119246/47
0911353890 (GM)

251-025 - 1120246

Aggar Micro Finance S.Co.

6183382/3104 0911689457 (GM)

251-011-6183383

One Micro Finance Institution S. Co.

0911658497 (GM) / 0911169263
(Finance GM) 0911418280 (Aster)

Harbu Micro Financing Institution S. Co.

0116185510/0911512633 (GM)

251-011 - 6630294

Digaf Micro Credit Provider S. Co.

0112787390/2782252/0910-27-52-34
0911936785 (GM)

Harar Micro Microfinance Institution S. Co.

025-6663745/025-6664078/0912401911

251-025 - 6661628

Lefayeda Credit and Saving S.Co.

0116296976 /0118237179

Tesfa Micro Finance Institution S. Co.

0115526205 /0911831882

251-011-5512763

Gambella Micro Financing S. Co.

0475511250/0475512252 /0917823153

0475511271 /0475512390

Dynamic Micro Finance S. Co.
(Approved 23/03/09)

01155491585540390 / 0915766908(GM)

Somali Micro finance Institution S.Co.

0257752122257-756976/77
0915768505 (GM)

0257780462

Specialized Financial and Promotional Institution
S. Co.

0116622780 0911625576

251-011 - 6614804

Lideta Micro Finance Institution S.C.

0914788554 0344450064/32

0344452829 /0344450383




Information on Micro Finance Institutions

NBE MFI No.
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Name of Institutions Telephone No. Fax No.

Nisir Micro Finance Institution S.Co. GIISS00700/0 10912364052 305/1250
0911059722 /0911875165

Adaday Micro finance Institution S.Co. 0342405095/69 /0914749064 0342405217

Rays Micro Finance Institution S.Co. 0913386180 496/1110

Afar Microfinance Institution 0913399644 0336660748

Kershi Micro Finance Institution S.Co. 0118721106/02

Debo Micro Finance Institution S.Co. 0911758872

Sheger Micro Finance Institution S.C 0113 698998

Yemsirach Micro Finance Institution S.C 0118312404

Grand Micro Finance Institution S.Co. 0912116101

KAAFI Microfinance Institution S.Co. 0946877364

Sahel Microfinance Institution S.Co. 0252789263

Gogiba Microfinance Institution S.C. 0911951484

Wallet Mocrofinance Institution S.C 0912116101

Tana Microfinance Institution S.C

0911153087/0912974550

ELSABI Microfinance Institution S.C

0913397365

NEO Microfinance Institution S.C

0911805994
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