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ear esteemed readers, we are happy fo meet you with 139™
issue of Birritu which consists of relevant and timely topics.

There are two news laid out on the news column; NBE
ANNOUNCES A REFORM OF THE FOREIGN EXCHANGE
REGIME WITH IMMEDIATE EFFECT” and “NBE, CBUAE

Sign Currency Swap Agreement”

The topic selected for research article is “The Potential Effect
of Foreign Bank Entry on Banking Sector in Ethiopia: Bank
Experts’ Perspective”

On the educational and informative section, we have an the
article, , “a0 313 P AN +¢-2h (Official Development
Assistance (ODA)

Dear readers, your comments and other feedbacks are
invaluable for enriching the coming issues of Birritu magazine.
Please keep forwarding any suggestions and comments you
have.
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THE NATIONAL BANK OF ETHIOPIA ANNOUNCES A
REFORM OF THE FOREIGN EXCHANGE REGIME WITH IMMEDIATE EFFECT

29 July 2024 | Addis Ababa, Ethiopia

Following up on the Government’s recent statement regarding Ethiopia’s economic reform
program, the National Bank of Ethiopia is announcing a major revision of the country’s
foreign exchange (FX) system effective immediately. The reform introduces a competitive,
market-based determination of the exchange rate and addresses a long-standing distortion within
the Ethiopian economy. The implementation of the reform will be guided by a new Foreign
Exchange Directive (FXD/01/2024) being released today.

Ethiopia’s foreign exchange reform is just one part of a wider package of economic reforms
that are being implemented and accelerated over the coming months. The package of
reforms—based on the country’s Home-Grown Economic Reform Plan (HGER 2.0)—aim to restore
macroeconomic stability, boost private sector activity, and ensure sustainable, broad-based, and
inclusive growth.



Key Elements of Ethiopia’s foreign exchange reforms

The foreign exchange reforms being announced today involve significant new policy changes
in the following areas:

1. A shift to a market-based exchange regime, whereby banks are henceforth allowed to
buy and sell foreign currencies from/to their clients and among themselves at freely
negotiated rates, and with the NBE making only limited interventions to support the market
in its early days and if justified by disorderly market conditions.

2. The end of surrender requirements to the NBE, allowing foreign exchange to be retained
by exporters and commercial banks and thus substantially boosting FX supplies to the
private sector.

3. The removal of import restrictions that previously prohibited 38 product categories
and the broader liberalization of the foreign exchange market for the imports of goods and
services, while capital account outflows remain restricted as before.

4. The improvement of retention rules allowing exporters to retain 50 percent of their
foreign exchange proceeds vs 40 percent previously.

5. The complete removal of rules governing banks’ allocation of foreign exchange that
was based on a waiting list system for different categories of imports.

6. The introduction of non-bank foreign exchange bureaus that are henceforth free to
engage in the buying and selling of foreign currency cash notes at market rates.

7. The removal of restrictions on franco valuta imports, fo be implemented shortly through
an upcoming regulation.

8. The simplification of rules governing foreign currency accounts, especially those
currently held by foreign institutions, FDI companies, and the Diaspora.

9. The allowance for residents to open foreign currency accounts, based on remittance
inflows, transfers from abroad, FX-based salary or rental income, and for other specified
cases, as well as the ability fo use such foreign currency accounts for foreign service
payments.

10. The removal of interest rate ceilings that previously applied to private sector
companies or banks when borrowing from abroad.

1. The opening of Ethiopia’s securities market to foreign investors, with the terms and
conditions to be specified further in the near future.

12. The granting of special foreign exchange privileges to companies within Special
Economic Zones, including the ability fo retain 100 percent of their foreign exchange
earnings.

13. The relaxation of various rules on the amount of foreign currency cash notes travelers
may carry when travelling into or out of Ethiopia.

The FX reforms summarized above represent a comprehensive set of measures that will
support Ethiopia’s current stage of development and its increasing integration with the rest of
the world. These reforms are consistent with longstanding Government intentions outlined in key
policy documents, which recognized that Ethiopia should eventually move towards a market-based
foreign exchange system as its economy grows in complexity and evolves over time. While such
reform was delayed thus far due to a combination of external and internal factors, the start of a new
budget year and the successful re-engagement with key external partners provide a window of
opportunity for embarking on this exchange rate reform.



Why FX Reform?

The reform in the exchange rate system being introduced today is challenging in several
respects but at the same time critically necessary. The prevailing foreign exchange rate system,
though initially meant to help ensure a stable exchange rate and low inflation, has instead resulted
in the emergence of an unanchored parallel market exchange rate together with high inflation. The
current system has given rise o large-scale contraband exports of Ethiopia’s precious resources
and diverted the country’s foreign exchange earnings away from both the formal banking system
and the domestic economy. All of this has improperly benefitted a few illegal actors and middlemen
at the expense of Ethiopia’s productive sectors, which face chronic and acute foreign exchange
shortages. Some of Ethiopia’s most dynamic businesses and entrepreneurs have thus suffered
significantly as a result, undermining policy efforts to expand exports, boost manufacturing, aftract
further foreign investment, and establish a stronger FX position.

By shifting to a market-based determination of the exchange rate, a number of widespread
economic benefits can and will be realized:

e First, FX reform will benefit millions of Ethiopians in multiple FX-generating sectors.
Key beneficiaries will include: millions of farmers involved in the production of exportable
crops (coffee, sesame, pulses, flowers, fruits, vegetables, chat); pastoralists and livestock
owners exporting cattle and meat; tens of thousands of artisanal and formal miners
engaged in mining activities, particularly of gold; hundreds of thousands of manufacturing
sector employees in exportable sectors; thousands of business engaged in the services and
tourism sectors (especially those catering to international visitors); millions of individuals
who regularly receive remittances from relatives living abroad; and also hundreds of NGOs
and private institutions who receive financing from external sources. Beyond these direct
beneficiaries, the business partners, suppliers, and dependents associated with all of the
above entities also stand to benefit, further broadening the pool of reform beneficiaries.

e Second, FX reform will help ensure that Ethiopia’s foreign earnings potential is
properly captured and repatriated for the benefit of its residents and productive
sectors. Current exchange rate policies have encouraged the smuggling of exports, under-
and over-invoicing practices by exporters and importers, as well as capital flight—all of
which prevent Ethiopia from realizing its large FX-generating potential and divert valuable
resources away from the local economy and the many domestic businesses that critically
need it.

e Third, FX reform will provide a major boost to Ethiopia’s growing import-substituting
industries, offering industries in this space an opportunity to scale up their operations and
capture significant market share. Import substituting industries in the consumer and
industrial sectors will be particularly important beneficiaries, in line with the “Ethiopia Tamrit”
initiative currently being promoted for multiple local industries.

e Fourth, FX reform will complement numerous other reform measures taken in recent
years to promote the private sector. Among others, such measures have included the
opening up of sectors previously closed to private/foreign investors (telecom, logistics,
banking, capital markets, wholesale/retail trade), ease of doing business reforms, the start of
private sector participation in public sector projects (via PPPs), the introduction of Special
Economic Zones, and much more. While reforms in the above areas opened up numerous
opportunities for the private sector and for driving future growth, foreign exchange policies
remained a serious impediment in some cases and were thus in need of correction.



e Fifth, FX reform will improve Ethiopia’s attractiveness to foreign investors, thus
providing a big boost to FDI inflows and aligning our business environment with those
of our neighbors and peers. At present, Ethiopia stands out among Africa’s largest
economies and among many emerging markets for having a regulated exchange rate
system marked by controls and FX supply shortages. Accordingly, while Ethiopia’s
investment attractiveness is strong on numerous dimensions—a large population size,
educated work force, widely available and competitively priced inputs (labor, land), good air
connectivity, improving logistics, and plentiful supplies of energy, natural resources, and
minerals—all these advantages have been undermined by a very restrictive FX regime.
Putting in place a more conducive FX regime removes what has been seen as a major
deterrent by foreign investors and should deepen FDI interest and activity in Ethiopia.

e Sixth, FX reform will help address many long-standing business practices that
encouraged informality and illegality in the economy. The current exchange rate regime
has reduced incentives for foreign exchange to come into the country through
formal/banking channels and also increased incentives for FX-earning
companies/individuals to keep foreign exchange out of the country. The use of parallel
market exchange rates has also taken root in several segments of the economy, such that
for many parts of the private business community as well as for remittance
senders/beneficiaries, transactions are already taking place at parallel market exchange
rates. The FX reform being implemented today recognizes this market reality and will work
to discourage such informal practices from here on with a switch expected towards the use
of formal channels that can offer competitive and convenient modes of transaction.

In summary, FX reform is essential to address acute foreign exchange shortages, enhance export
competitiveness, attract FDI, and complement multiple other macroeconomic reforms that are
being put in place to enhance conditions for private sector enterprises to grow and thrive in the
Ethiopian economy.

Additional Measures

The Government has made careful and comprehensive preparations to ensure an orderly
transition to the new exchange rate system.

e First, the Government has decided to temporarily subsidize certain essential imports.
In this respect, through the use of temporary subsidies and a gradual pass-through of
prices, the Government has decided to minimize the full price impacts on essential import
items such as fuel, fertilizers, medicine, and edible oil. This measure will help millions of
urban residents, millions of farmers, and large population segments reliant on these critical
imported commodiities.

e Second, financial support is being enhanced for those whose real incomes have been
eroded due to high inflation in recent years. To help address past and anticipated
inflation impacts, Government intends to supplement civil servant salaries in a manner that
can be financed by available resources and without significantly worsening the budget
deficit. Also, funding for Ethiopia’s Productive Safety Net Program (PSNP), which covers
low-income rural and urban beneficiaries, is being expanded substantially to support close
to ten million families. The details of these measures will be provided by the Ministry of
Finance.



e Third, debt service relief is being secured by Government to preserve budgetary
allocations for social and capital spending and to ensure that the higher local currency
cost of external debt service does not crowd out other expenditure. By arranging for such
debt relief in advance, Government will substantially reduce its near-term external debt
service obligations and instead increase its developmental expenditures both for this and
subsequent fiscal years.

Beyond the specific mitigating measures above, the National Bank of Ethiopia and the
Ministry of Finance are enhancing their coordination to manage the transition to a new
exchange rate regime and ensure sound monetary and fiscal policies in the immediate period
ahead. More specifically:

e The NBE has initiated new tools to conduct monetary policy and reduce inflation:
Following up on measures put in place last year to limit credit growth, the NBE has recently
introduced an interest-rate based monetary policy regime that will help better manage
monetary and credit developments in a way that is responsive to inflation and exchange
rate developments.

e The Ministry of Finance is enacting measures to build a stronger revenue base, which
in turn will make it possible to increase spending without the use of highly inflationary forms
of financing such as Direct Advances from the NBE to the Government.

Finally, helping mitigate the transitional costs and impacts of FX reform will be a financial
package of $10.7bn offered by Ethiopia’s external partners to support our reform—the single
biggest ever coordinated commitment of support by international partners towards Ethiopia. This
support includes exceptional financing from the IMF, the World Bank, and Creditors. This excludes
$2.8bn in bilateral support in the form of central bank deposits and swap lines as well as further
financing from the World Bank, IFC, and other multilateral institutions that will be announced by the
respective insfitutions in due course. Given the strength of the Government’s reform package, the
IMF and World Bank are both providing exceptional and front-loaded funding support that will be
among their highest such allocations in the African continent.

Looking Ahead

The implementation of this foreign exchange reform—together with other macroeconomic
policy measures as well as international support—provides a truly unique opportunity for
Ethiopia to accelerate its growth and developmental trajectory over the coming years. Indeed,
as long-standing bottlenecks and binding constraints are removed, we expect no less than a major
economic take-off for the Ethiopian economy in the next few years. Per the IMF’s macroeconomic
assessment, our package of economic reforms being implemented in Ethiopia is expected to further
accelerate growth, gradually reduce inflation (after a temporary increase), increase fiscal space to
allow for higher social and capital spending, and significantly raise exports, FDI, and the country’s
foreign exchange reserves. Based on IMF forecasts for the next four-year period, the package of
reforms being implemented could sustain annual growth of near 8 percent, reduce inflation to 10
percent, raise fiscal revenue to 11% of GDP, reduce debt to 35% of GDP, increase goods and
services exports to $20bn, boost FDI to $6bn, and enable foreign exchange reserves to reach
$10bn (equivalent to 3.5 months of import cover). These are indicative projections based on
implementation of the policy package outlined above and provide a perspective on the scale of
economic transformation possible over the coming years.



For the immediate weeks and months ahead, the NBE will be focused on ensuring a
successful transition to the new foreign exchange regime—uwhile pursuing its core price
stability mandate. To help in both these tasks, NBE will be conducting regular press briefings and
updates in the initial weeks of reform to share all the requisite information and data needed by the
public and the foreign exchange market in this period of transition. Among the specific updates to
be provided will be:

e Updates on the Indicative Daily Exchange Rate based on the previous day’s FX market
fransactions.

e Information on any foreign exchange auctions conducted by the NBE, including data on
aggregate volumes, number of participants, and transaction exchange rates.

e Information on any notable market developments, disruptions, misinformation or other
issues that merit a formal response.

e Explanations and clarifications that may be needed on the new Foreign Exchange Directive
on the part of banks, customers, and the broader public.

NBE will also pay special attention to its monitoring, surveillance, and inspection
responsibilities over the coming months. As a large share of FX market responsibilities is now
being delegated to banks, NBE will expect their strict adherence to the new FX Directive,
particularly in ensuring that their FX allocations are for bona fide current account transactions and
are not channeled to prohibited capital account outflows. Banks are also expected to strictly adhere
to export retention rules, daily net open position limits, daily exchange rate reporting requirements,
and Anti-Money Laundering responsibilities. Any collusive behavior in the setting of exchange rates
or service fees shall also be prohibited. NBE will use the full range of available tools at its disposal
to fulfil these oversight responsibilities—including the use of IT-supported FX transaction
monitoring capabilities and collaboration with financial intelligence and law enforcement agencies
as may be needed.

In closing, as Ethiopia marks this transformative moment in its economic journey to becoming
among Africa’s most vibrant, open, and competitive economies, NBE calls upon all key players
in the foreign exchange, banking, and business community as well as the broader public to play
their part in making this reform a genuine success for the benefit of all Ethiopians.
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Signing of Strategic Partnership Agreements between Central Bank of the UAE and Central Bank of Ethiopia

v S

e Ink two MoUs

Abu Dhabi (16 July 2024): His Excellency Mamo E. Mihretu, Governor of the National
Bank of Ethiopia (NBE),and His Excellency Khaled Mohamed Balama, Governor of the
Central Bank of the UAE (CBUAE), have signed a bilateral currency swap agreement for
the UAE Dirham and Ethiopian Birr.

The two parties also entered into two Memorandum of Understanding (MoU) to establish
a framework for the use of local currencies in settling cross-border transactions and for

linking their payment and messaging systems.

The agreement allows the NBE and the CBUAE to swap local currencies with a nominal
value of up to ETB 46 billion and AED 3 billion. This supports the financial and commercial
cooperation between the Ethiopia and UAE through the provision of liquidity in local
currencies to financial markets, enabling more effective and efficient settlement of cross-
border transactions.
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Under the first MoU, the CBUAE and the NBE will consolidate efforts to promote the use
of their respective currencies in settling transactions between the UAE and Ethiopia. The
MoU covers several measures that will aim to facilitate the use of the two countries’ local
currencies in the settlement of commercial transactions. It also encourages financial and
banking cooperation through knowledge-sharing, ultimately supporting the development
of their respective financial markets whilst facilitating bilateral trade and bolstering direct

investment.

Both parties will cooperate under the second MoU in the areas of payment platform
services and electronic switches, by interlinking their instant payment systems, national
card switches UAESWITCH and ETHSWITCH, and messaging systems in accordance
with the regulatory requirements of each country, in addition to the cooperation in the
field of financial technology and central bank digital currencies.

His Excellency Khaled Mohamed Balama, Governor of the CBUAE, said: “The bilateral
currency swap agreement and the MoUs signed today reflect the robust economic
cooperation between the UAE and Ethiopia, specifically in the areas of trade and
investment. Swapping the currencies of the two countries and utilizing local currencies
to settle cross-border transactions and enhancing the cooperation in interlinking instant
payment systems, electronic switches and messaging systems will enhance economic,
trade, and investment prospects. This initiative will also pave the way for more joint
business opportunities in the financial and banking sectors. We look forward to working
closely with our partners in Ethiopia to enhance financial stability and achieve our mutual

interests.”

His Excellency Mamo E. Mihretu, Governor of the NBE, said: “UAE is one of Ethiopia’s
largest trading partners as well as a significant source of foreign investment and
development finance. The currency swap arrangement provides an important funding
opportunity for Ethiopia and also helps diversify the range of currencies at its disposal
to facilitate the growing volume of trade and investment transactions expected over the
coming years. Both the bilateral currency swap agreement and the MOUs signed today
are a testament to the shared commitment of the two countries to further deepen our
already close bilateral partnership, so as to facilitate sustainable development and a

prosperous future based on mutual benefits.”
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The Potential Effect of
Foreign Bank Entry on
Banking Sector in Ethiopia:
Bank Experts’ Perspective

Ibrahim Fereja
Chief Research Officer

Allowing foreign bank entry in Ethiopia /s advantageous to ensure competitive, efficient

and dynamic banking system that able to supply adequate finance for the economy.

( 1 F Exaving £ £ s W /However, opening banking sector may have the risk of exposure fo external shock,
RESEA RC?E STO foreign ownership concentration, the cut-and-run during banking crisis, requlatory and

N
K, PERIMENTATION EXAIN
1 2N supervisory challenges. To this end, it is found vital to make policy shift to allow foreign
X Investment in Ethiopian banking sector gradually that would ultimately help the country

fo achieve economic prosperity.




The main objectives of this study is fo examine the potential effect of foreign bank
entry on banking sector in Ethiopia using data collected through questionnaires.
The study used 351 samples from bank experts. The finding of the study shows
that foreign bank entry in Ethiopia could introduce new quality financial service,
new financial infrastructure, modern technology, financial service efficiencies
and new banking system. In addition, it augments integration of Ethiopian banks
into international financial systems. On the other hand, the hard competition
with foreign banks may reduce domestic banks’ market share. In addition, it
may bring shocks from other countries and destabilize the banking sector. The
recommendations are; formulating policies including directives, enhancing
supervisory staff capacity, and restructuring and staffing the National Bank of
Ethiopia, domestic banks intend to consider the benefits and risks from foreign
banks’ joining the industry and prepare themselves accordingly; ensuring that
the overall foreign ownership is kept at an acceptable level, ensuring that foreign
banks are not serving few corporate and individual clients and/or geographic
areas and ensuring representation of Ethiopians in the governance and/or

leadership of foreign banks.
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In Ethiopia, modern banking' service was
started to operate in 1905 with Bank of Ab-
yssinia, which was foreign owned based on
50 years franchise agreement with the An-
glo-Egyptian National Bank. The agreement
was immediately signed between Menelik Il
and Mr. D. Mac Gilliuray the representative
of the National Bank of Egypt and the bank
started its operation in February 16, 1905.
It extended its branch expansion to parts
of the country mainly Dire Dawa, Gore and
Dessie with limited financial activities such
as keeping government accounts and ex-
port financing.

Later on, two other foreign banks and a new
development bank were established in 1908
and 1915, respectively. However, they were
criticized for being wholly foreign owned. As
a result, Bank of Abyssinia was purchased
by the Ethiopian government in 1931, which
was renamed as the Bank of Ethiopia the
first nationally owned bank in Africa conti-
nent.

During the five years of the Italian occupa-
tion (1936-1941), foreign banking activities,
particularly those of Italian banks were ex-
panded. During the invasion, the Italians
established branches of their main banks
namely Banco di ltalia, Banco di Roma, Ban-
co di Napoli and Banco Nacionale. Italian
banks operated in the main towns of Ethi-
opia. However, all ceased operation soon
after liberation, except Banco di Roma and
Banco di Napoli which remained in Asmara.

Post Italian occupation, banks of British be-
came active participants in the Ethiopian
banking sector and hence Barclay’s Bank
had been established and was in operation
in the country from 1941-1943. Additional-
ly, post ltalian occupation, Ethiopian bank
used to carry out dual activities of commer-
cial banking and central banking.

Dual activities of commercial banking and
central banking ended when the National
Bank of Ethiopia was established in 1963 by
Proclamation No. 206 of 1963 and began
operation in January 1964. The Proclama-
tion limited share of foreign ownership in the
banking sector. The basic intention behind
that Proclamation was a license to carry on
banking business in Ethiopia is granted only
to partnerships with at least 51 percent of
the capital owned by Ethiopian nationals.
Accordingly, foreign banks, which had al-
ready started their operations in the country
reapplied for license.

Following the emergence of military gov-
ernment in 1974, those banks operating in
the country in the form of partnership were
nationalized and reorganized. Instead the
following financial institutions were creat-
ed one National Bank (re-institutionalized
in 1976), two specialized banks, namely Ag-
ricultural and Industrial Bank, renamed as
Development Bank of Ethiopia (DBE) and
Housing and Saving Bank renamed as Con-
struction and Business Bank (CBB).Howev-
er, CBB ended a 40 years journey in 2016
and incorporated into the Commercial Bank
of Ethiopia (CBE).

1 Source: NBE, https://nbe.gov.et/about-us/our-history/
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Again during Derg regime, Monetary and
Banking Proclamation No. 99 of 1976 came
into force on September 1976 to shape the
Bank’s role to the socialist economic prin-
ciple that the country adopted. Hence, the
Bank was allowed to participate actively
in national planning, specifically financial
planning. The Bank’s supervisory area was
also increased to include other financial in-
stitutions such as insurance institutions and
credit cooperatives. Moreover the Procla-
mation introduced the new Ethiopian cur-
rency called ‘Birr’ in place of the former
Ethiopian Dollar.

Even though the post Derg government
also believed in government control of the
economy, financial institution have been re-
organized so as to operate based on some
market oriented policy framework. This
was supported by Monetary and Banking
Proclamation No.83/1994 and the Licens-
ing and Supervision of Banking Business
No.84/1994. But, those Proclamations laid
down a legal basis that restricts foreigners
to invest in Ethiopian banking sector.

Recently, foreign banks look to invest in
Ethiopia as government reforms gather.
Among the reforms was Banking Procla-
mation No 1159/2019 which allows foreign
nationals of Ethiopian origin to invest in the
banking sector by lifting legal restrictions
in place. During the recent reform period,
the country has followed a step by step ap-
proach in transforming the banking sector.
For instance the introduction of capital mar-
ket, the increase in minimum paid up cap-
ital to Birr 5 billion, digitization of the sec-
tor, emergence of new banks, promotion

of microfinances to banks, emergence of
full-fledged interest free banks and increase
in outreach of bank branches can be con-
sidered as a good move for strengthening
local banks before opening up the sector for
foreign investors.

Hence, the primary data collected from
the banks using predesigned questionnaire
have been used to analyze the potential ef-
fect of foreign bank entry on banking sec-
tors in Ethiopia. During the study period,
December 2022, there were 2,841 branch-
es in Addis Ababa, of which 351 sampling
question were distributed. Specifically, using
the primary data, this study examined the
necessities, timelines, preconditions, types,
modalities, benefits and risks of foreign
banks entry in Ethiopian banking sector.
The results of the study will help to minimize
the inherent risk of foreign banks entry on
exposure to external shock, foreign owner-
ship concentration, the cut-and-run during
financial crisis and supervisory challenges.
The paper is organized into four sections,
section two deals with literature review, sec-
tion three result analysis and finally, section
four conclusions and recommendations.

For emerging economies, itis a very sensitive
issue to open up domestic banking sector
to foreign bank. On the one hand, foreign
banks can play a crucial role in economy;
and on the other hand, foreign exposure
to the domestic banking system may imply
significant risks (Table 1)

Table 1: Benefits and Costs of Foreign Bank
Presence
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Benefits

Costs

Source of new capital

No attachment to domestic borrowers

Safe haven

Loss of control

Efficiency and innovation

Exposure to home country effects

Lending, Growth and stability Domestic banks’ bankruptcies

Sources: (Peek and Rosengren, 2000)

Foreign banks are regarded as an important
source of new capital for recapitalizing
deteriorated banking system in the presence
or aftermath of adverse domestic shock, e.g.
crisis. Banks with only domestic operations
are expected to depend strongly on
domestic economic situation, while global
banks can diversify risk in different markets
and their performance is much more stable.
Furthermore, foreign bank penetration may
attract capital inflows from foreign non-
bank companies, as well as prevent capital
flight by domestic investors during crisis.
In this case they serve as an alternative to
“safe haven” helping the host country to
overcome liquidity problems (Peek and
Rosengren, 2000).

Strong foreign bank participation will

enhance competition and increase
efficiency of the banking sector through
implementing new management practices
They

stimulate innovation and facilitate broader

and information technologies.
access to financial services, which in turn
will increase aggregate lending, growth and

stability (Moreno and Villar, 2005).

However, foreign banks will not have an
attachment to domestic borrowers as
they can diversify among different regions

and choose where to cut operations. This
preference for the borrowers in the home
country plays an important role when host
and home country shocks are correlated
and financing is scarce at a time when is
most demanded (Peek and Rosengren,
2000).

is that the domestic
the
banking system, if foreign banks have too

Another concern
authorities will lose control over
strong presence. International banks are
able to engage in complex cross-border
financial transactions, which are sometimes
difficult to monitor by either the host or the
home country supervisors (Roldos, 2007).
Moreover, the regulatory institutions in the
home country may affect negatively the
decisions of foreign banks to lend, merge or
acquire in the host environment (Peek and
Rosengren, 2000). A related issue is the
inability of domestic banks to compete with
the high performing international banks.
Foreign bank entry may lead to lowering
the interest margins; further weakening of
domestic banks and results in bankruptcies
(Peek and Rosengren, 2000).

As the empirical findings of various studies
conducted at different time and different
places shows, foreign banks entry poses both
positive and negative effects on developing
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countries. For instance, Demirguc-Kunt et
al, (1998) investigated that entry of foreign
bank accelerates the efficiency of banking
sector. According to Levine (1996) foreign
banks
development by providing high quality

participation enhances financial

services fo domestic markets, stimulates
domestic banks to advance their services.
On the other hand, Claessens et al, (2001)
examined effects of foreign bank entry on
domestic bank markets and found that, the
relaxation of restrictions on foreign bank
entry increases competition and thereby
lowering the profits of domestic banks. The
findings of the study made by (Cull &Martinez
Peria, 2010 and Stiglitz, 1993) shows that
fierce competition, shocks and regulatory
concern are some of the challenges of
foreign bank presence to domestic banks.

The competition between domestic and
foreign banks in East Africa was assessed
by 2012). Their
case studies focused on four East African

(Sanya and Gaertner

Community countries that include Kenya,
Tanzania, Uganda and Rwanda. These
countries have experiences of foreign bank
practices. During the time of the study,
the Kenyan banking system comprised 43
commercial banks of which 12 were foreign
banks. On the other hand, out of the 33
commercial banks in Tanzania, 16 of them
were foreign banks. The Uganda banking
system composed of 22 commercial banks
including 14 foreign banks. With regard
to Rwanda case, one-fourth of the 12
commercial banks were foreign banks. In
total 45 foreign banks have been operating
in these countries. Their finding shows that

foreign owned banks have a strong presence
and positive impact on their economy.

According to Inowa (2004) there are
four modes of banking penetrations.
Representative  offices; are generally

prohibited from performing any banking
operations. They do, offer opportunities for
contracts with the parent bank and its clients
concerning a variety of commercial and
financial business that relates to the foreign
market. Foreign branch; is an overseas office
a bank incorporated in a foreign country and
constitutes a higher level of commitment
than the
branch offices are typically involved in a

representative office. Foreign
wholesale banking. Bank subsidiaries; bank
subsidiaries are separately incorporated
from the parent bank, whose financial
commitment to the subsidiary consist of
the capital invested. Subsidiaries are usually
involved in retail banking. Joint venture;
Joint venture can be another way to engage
into foreign expansion. This usually involves
taking minority tasks in local entities and the
level of involvement in management of the
local banks by the foreign banks.

The potential effect of foreign bank entry
on banking sector in Ethiopia bank experts’
perspective are analyzed in order to maxi-
mize the benefits and minimize the risks from
foreign banks’ joining the banking industry.
The main objectives to be achieved through
opening Ethiopian banking sector for in-
vestment of foreign nationals are to increase
credit supply in the economy, to increase
foreign currency supply in the economy, to
enhance banking skills and technologies,
marketing know-how, and specialized prod-
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ucts and service, to enhance competition,
efficiency and dynamism in banking and fi-
nancial system and increase job opportuni-
ties in the economy (National Bank of Ethio-
pia (NBE), 2022).

The survey covers about general information
the
timelines, preconditions, types, modalities,

about respondents,  necessities,
benefits and risks of foreign banks entry
in Ethiopian banking sector results are
analyzed. The study used ordinary scale

ranging from 1 up to 52

Information about ownership indicates 287
(81.8 percent) of respondents working in
private owned banks while 64 (18.2 percent)
respondents working in public owned bank.
Regarding the gender mix, the majority of
the respondents 302 (86 percent) are male
while 48 (13.7 percent) are female with one
questionnaire not returned; the result visibly
showing gender imbalance. Regarding
the education level, 272 (77.5 percent) of
the respondents have Master’s Degree,
77 (21.9 percent) Bachelor Degree, 1 (0.3
percent) PHD candidate and 1 (0.3 percent)

not replied. This might justify that the

respondents are academically fit to answer
the questionnaire properly.

In terms of the experience in the banks, the
majority (120 or 34.2 percent) have 5 to 10
years of experience, followed by 104 (29.6
percent) with 11 to 20 years of experience,
96 (27.4 percent) having above 20 years and
30 (8.5 percent) under 5 years and 1 (0.3
percent) not responded. This might implies
respondents have enough understanding to
answer the questionnaire suitably.

In terms of organizational position the
questionnaire covers from top management
up to officers. 186 (53 percent) are Managers
followed by Directors 88 (25.1 percent),
Officers 42 (12 percent), Supervisors 13 (3.7
percent), Vice presidents 10 (2.8 percent),
Executive Managements 7 (2 percent) and
not responded 5 (1.4 percent). The result
might indicate the respondents are working
in middle and top level position in banks to
answer the questionnaire correctly.

Respondents were asked whether foreign
banks are necessary or not for Ethiopian
banking sector; 271(77.2 percent) responded
“Yes” it is necessary while 69 (19.7 percent)
responded “No” it is not necessary and Tl
(3.1 percent) not responded (Figure T).

2. number 1 refers to “strongly agree.” number 2 refers to “agree.” number 3 refers to “Neutral.”
number 4 refers to “disagree.” number 5 refers to “strongly disagree.”

18



Figure 1: Necessity of Foreign Banks Entry

Source: Bank Experts’ Survey, 2022

From those who responded “Yes”; 129
(47.6 percent) of the respondents preferred
medium term period (from 5-10 years),
while, 108 (39.9 percent) preferred short

mYes 271
No 69

M Notresponded 11

term period (from 1-5 years). According to 14
(6.2 percent) preferred foreign banks would
have entered in the past 4 years, while, 18
(6.6 percent) preferred in the long term
period (10-20 years) and 2 (0.7 percent) not
responded (Figure 2).
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In other way round, among the respondents
who responded “No”; 24 (34.8 percent)
said a need for macroeconomic stability
before allowing foreign bank entry, 21 (30.4
percent) said a need for political stability, 17

10 years)

years)

(24.6 percent) recommended to strengthen
the National Bank capacity and 7 (10.2
percent) recommended to strengthen the
existing domestic bank capacity (Figure 3).
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Figure 3: Precondition of Foreign Bank Entry

Strength the existing Domestic bank capacity 10
Strength the National bank capacity 17 25
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Source: Bank Experts’ Survey, 2022
preferred a multinational banks, 76 (21.6
percent) preferred large, globally operating
banks, 1(0.3 percent) friendly country banks,
Regarding types of foreign banks 163 1 (0.3 percent) Africa banks, 1(0.3 percent)
(46.4 percent) preferred specialized banks all types of foreign banks, 2 (0.6 percent)
(concentrated primarily on specialized mortgage banks and 2 (0.6 percent) not

economic endeavor), 105 (29.9 percent)

responded (Figure 4).

Figure 4: Type of Foreign Banks Entry

2
8.Not responded } 06

7.Africa Banks 1

0.3
6. All types of foreign banks 013
5. Friendly country banks &3

4. Mortgage bank

3. Specialized banks 163

2. Multinational banks

1. Large, globally operating

0.0 20.0 40.0 60.0 80.0 100.0 120.0 140.0 160.0 180.0
1. Large, 2 . 3 4. Mortgage 5. Friendly | 6. All ty.pes 7 Africa 3.Not
globally |Multination| Specialized bank country | of foreign Banks responded
operating | al banks banks banks banks P
M Respondent 76 105 163 2 1 1 1 2
 Percent 21.7 29.9 46.4 0.6 0.3 0.3 0.3 0.6

Source: Bank Experts’ Survey, 2022
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156
(44.4 percent) preferred a joint venture
(25.9

Regarding the entry modalities

followed by branch mode 91

percent), subsidiaries 78 (22.2 percent),
representative office 23 (6.5 percent) and
3 (1 percent) preferred neutral (Figure
5).However; the modalities order could
be changed based on the host countries
vetting criteria.

Figure 5: Forms of Foreign Banks Entry Modality
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B ]
3. Joint Venture 44

2. Subsidiaries F— D >

]
1. Branches 26

0 20 40 60

1. Branches 2. Subsidiaries
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Respondent 91 78

Source: Bank Experts’ Survey, 2022

Different literatures in developing countries
stated that foreign bank entry has its own
benefits. Accordingly, respondents were
asked to rate the potential benefits of foreign
bank entry on banking sector in Ethiopia
the responses are presented as follows:

Regarding to improvement in quality service
in the financial sector 181 (51.5 percent)
strongly agreed, 153 (43.6 percent) agreed,
8 (2.3 percent) neutral, 6 (1.7 percent) not

3. Joint Venture

156
78

91

80 100 120 140 160 180

4. Representative 5 Not responded

office
44 7
156 23

responded, 2 (0.6 percent) disagreed and 1
(0.3 percent) strongly disagree; indicating
the presence of foreign banks corresponds
with the
financial service.

improvement in new quality

On the topic of credit supply, 183 (52.1
percent) agreed followed by 109 (31.1
percent) strongly agreed, 42 (12 percent)
neutral, 11 (3.1 percent) disagreed and 6 (1.7
percent) not responded. The result supports
the idea following the entry of foreign banks
credit supply expected to increase in the
economy.
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About improvement in central banking 146
(41.6 percent) agreed followed by 70 (19.9
percent) strongly agreed. Butf, 112 (31.9
percent) neutral, 8 (2.3 percent) disagree,
6 (1.7 percent) strongly disagree and 9 (2.6
percent) not responded suggesting entry
of foreign banks expected to improve the
central banking capacity.

On the subject of foreign exchange
availability 190 (54.1 percent) agreed, 112
(31.9 percent) strongly agreed, 30 (8.6
percent) neutral, 12 (3.4 percent) disagreed,
2 (0.6 percent) strongly disagreed and 5 (1.4
percent) not responded. The result proves
the entry of foreign banks increases the
likelihood of foreign exchange availability.

In respects to attraction of foreign direct
investment 183 (52.1 percent) agreed, 126
(35.9 percent) strongly agreed, 27 (7.7
percent) neutral, 3 (0.9 percent) disagreed,
1(0.3 percent) strongly disagreed and 11 (3.1
percent) not responded. This might indicate
foreign bank presence promotes the cross-
border foreign direct investment.

Vis-a-vis skill transfer from foreign to
local banks; 181 (51.5 percent) agreed,
148 (42.2 percent) strongly agreed, 11 (3.1
percent) neutral, 1 (0.3 percent) disagreed,

2 (0.6 percent) strongly disagreed while

8 (2.3 percent) not responded. This might
indicates foreign bank presence bring
modern banking skills.

About the
establishment 179 (51 percent) agreed, 111

facilitating capital market
(31.6 percent) strongly agreed, 44 (12.5
percent) neutral, 1 (0.3 percent) disagreed,
1 (0.3 percent) strongly disagreed while 15
(4.3 percent) neutral. This indicates foreign
bank presence increase access to capital for
investors from local and foreign source to

invest.

Regarding the impact on interest rate 131
(37.3 percent) agreed followed by neutral
12 (31.9 percent) while 65 (18.5 percent)
strongly agreed, 27 (7.8 percent) disagreed,
5 (1.4 percent) strongly disagreed and 11 (3.1
percent) not responded, indicating foreign
bank presence affect interest rate pass-
through in the economy.

About improvement in financial system
infrastructure 197 (56.1 percent) agreed,
114 (32.5 percent) strongly agreed, 27 (7.7
percent) neutral, 5 (1.4 percent) disagreed,
1 (0.3 percent) strongly disagreed and 7 (2
percent) not responded, supporting the
view foreign bank participation improve the
financial infrastructure.
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Concerning technology and new banking
system, 172 (49 percent) agreed, 161 (45.9
percent) strongly agreed, 10 (2.8 percent)
neutral, 1 (0.3 percent) disagreed, 1 (0.3
percent) strongly disagreed and 6 (1.7
percent) not responded. This might indicate
foreign banks presence may transfer modern
technology and new banking system.

Survey respondents were asked to rate
the potential risks of foreign bank entry on
banking sector in Ethiopia the responses are
presented as follows:

As to lose of control over the banking system
179 (51 percent) agreed followed by 74 (21.1
percent) strongly agreed, while, 52 (14.8
percent) neutral. However, 28 (8 percent)
strongly disagreed, 4 (1.1 percent) disagreed
and 14 (4 percent) not responded. The result
tells us to reverse loss of control care must
be taken in regulation and supervision.

Regarding to banking competitions; 152
(43.3 percent) agreed, 127 (36.2 percent)
strongly agreed, 28 (8 percent) neutral,
27 (7.7 percent) disagreed, 6 (1.7 percent)
strongly disagreed and 11 (3.1 percent) not
responded. The result indicate diligent
regulation needed to avoid the likelihood

that foreign banks may overwhelm domestic
banks capacity to compete, and may cause
ultimate takeover of domestic banks by
foreign banks.

Concerning holds credit to small firms, 117
(33.3 percent) agreed, 109 (31.1 percent)
neutral, 37 (10.5 percent) strongly agreed,
63 (18 percent) disagreed, 6 (1.7 percent)
strongly disagreed and 19 (5.4 percent) not
responded. This result indicates strategy
should be devised to ensure small and
medium sized enterprises not financially
constrained.

Concerning to supervisory and regulatory
difference; 171 (48.7 percent) agreed
followed by 75 (21.4 percent) neutral, 53 (15.1
percent) agreed, 37(10.5 percent) disagreed,
1 (0.3 percent) strongly disagreed and 14
(4 percent) not responded. This indicates
National bank adjust the regulatory and
supervisory framework to accommodate
the new foreign entrant banks’ operation.

Regarding to reduction in market share; 169
(48.1 percent) agreed, 121 (34.5 percent)
strongly agreed, 27 (7.7 percent) neutral.
However, 20 (5.7 percent) disagreed, 1 (0.3
percent) strongly disagreed and 13 (3.7
percent) not responded. The result shows
domestic banks intend to consider different
marketing strategy to compete.
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Regarding to the lack of interest to open
branches in the rural areas; 143 (40.8
percent) agreed, 121 (34.5 percent) strongly
agreed, 43 (12.3 percent) remain neutral,
30 (8.5 percent) disagreed, 4 (1.1 percent)
strongly disagreed and 10 (2.8 percent)
not responded. This finding supports the
clue that says foreign banks tend to follow
“exclusive banking practice” by offering
services to a small number of clients, instead
of “inclusive banking practice”.

The big risk thought to be about foreign
bank is it promotes capital outflow, 135 (38.5
percent) agreed, 134 (38.2 percent) strongly
agreed that the capital flight will be very
high, while 37 (10.5 percent) neither agree
nor disagree, 33 (9.4 percent) disagreed, 2
(0.6 percent) strongly disagreed and 10 (2.8
percent) not responded. So, the country has
to adopt mitigation mechanism for capital
flight during banking crisis capital outflows
from emerging country to other countries
likelihood of happening.

Here respondents were asked about lack
of interest by foreign banks to mobilize
domestic capital scaling of agreed approved
by 134 (38.2 percent) backed by 59 (16.8

percent) who strongly agreed while, remain
neutral 86 (24.5 percent), 58 (16.5 percent)
disagreed, 2 (0.6 percent) strongly disagreed
and 12 (3.4 percent) not responded. So, the
regulatory framework should be devised
in such a way that addresses the risks
associated with the entry of foreign banks
entry.

Regarding to foreign bank will have
different objective like diversifying among
different regions and choose where to cut
operations other than the host country
143 (40.7 percent) agreed and 90 (25.6
percent) strongly agreed followed by those
who remain neutral 73 (20.8 percent), 32
(9.1 percent) disagreed, 3 (0.9 percent)
strongly disagreed and 10 (2.9 percent) not
responded. Again, the regulatory framework
should be devised in a way that addresses
the risks associated with the entry of foreign

banks.

Regarding the likelihood of banking crisis
110 (31.3 percent) agreed, 52 (14.8 percent)
strongly agreed, 99 (28.2 percent) neutral,
71 (20.2 percent) disagreed and 10 (2.9
percent) strongly disagreed while 9 (2.6
percent) not responded. So, the regulatory
framework should be devised in a way that
ensures foreign banks approved on gradual
basis.
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The comparison of potential benefits and
potential risks of foreign banks revealed
that the benefits of foreign banks outweigh

possible risks, indicated by percentage
summary of the above results 83 percent
(of which 49.7 agreed and 33.3 strongly
agreed) but; the respondents emphasized
the country to minimize the potential risks in
the banking sector (Table 2).

Table 2: Comparison of Potential Benefits and Costs of Foreign Bank Entry

Summary 1.S.Agree|2.Agree [3.Neutral [4.Disagree |5.S.Disagree |6.Not responded |Total
Potential Benefits 333 49.7 12.1 2.0 0.6 2.4 100.0
Potential Costs 24.7 41.4 17.9 114 1.1 3.5 100.0

Source: Bank Experts’ Survey, 2022

The findings of the study revealed that
allowing foreign bank entry in Ethiopia
would enhance the efficiency of banking
sector and promote financial development
by introducing new banking technologies;
improving financial system infrastructure,
financial regulation and supervisory skills.
In addition, opening up of the banking
business to foreign competition helps the
country’s financial sector integration with
the rest of the world that will enhance the
link between domestic and global economy.

On the other hand, foreign banks may
have adverse effect on banking sector
of the country if the domestic regulation
and supervision are not strong enough.
In addition, foreign banks have their own

disadvantages unless care is taken, like
serving few clients, reducing the market
share of the domestic bank, capital outflow
and likelihood of banking crisis, among
others.

From the survey results the study concluded
the followingimportant points; toreverse loss
of control care must be taken in regulation
andsupervision, diligentregulationis needed
to avoid the likelihood that foreign banks
may overwhelm domestic banks’ capacity
to compete. Strategy should be devised to
ensure that small and medium enterprises
are not financially constrained, National
Bank of Ethiopia adjust the regulatory and
supervisory framework to accommodate
the new foreign banks’ operation, Domestic
banks must to consider different marketing
strategy to compete, promote inclusive
banking practice and put in place mitigation
mechanism for capital flight.
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The

specific  measures that are

recommended follow as :-

Preparations needed to open Ethi-
opian banking sector to foreign in-
vestment:-like formulation of policy
including directives, enhancing su-
pervisory staff capacity, and restruc-
turing and staffing the National Bank.
Moreover domestic banks need to
prepare competition strategy.

Ensure that foreign bank entry is ap-
proved on gradual basis:-This pro-
vides chance to enhance Nation-
al Bank of Ethiopia capacity in due
course.

Ensure that the overall foreign own-
ership is kept at acceptable level:-be-
cause, any malfunctioning in the
banking would have direct and con-
tagion effect on financial system as
whole and the economy at large.
Encourage specialized banking ser-
vices:-specialized in import and
export bank, investment bank etc,
which provide tailored financial prod-
ucts and services to households and

3

firms; and such foreign banks are ex-
pected to generate positive spill over
to domestic banks.

Ensure that foreign banks are not
serving few corporate and individual
clients and/or geographic areas:-for-
eign banks tend to “cherry pick” cor-
porate and international trade oper-
ations financing, pushing domestic
banks to riskier customer. Thus, it is
advisable to ensure that foreign banks
are not serving few clients.

Ensure representation of Ethiopians
in the governance and/or leadership
of a foreign bank and keep the num-
ber of foreign employees at an ac-
ceptable level:-to ensure knowledge,
skills and technology transfer, lower
dependence on foreign national em-
ployees, have stable manpower3, and
to keep foreign currency outflow in
terms of salary and benefits as low as
possible; it is advisable to ensure rep-
resentation of Ethiopians in the gov-
ernance and/or leadership of a for-
eign banks. Moreover, it is advisable
to create job opportunities to citizens
through foreign direct investments.

As foreign nationals have second country and have much job opportunities, they may run away during crisis, economic downturns and
political turmoil
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A7e  VIC/oo 0T AN UG a0 0T
LAN POLELCIM C1IHAN £ 99 a0 ¥ NP
PNt Hé-Lh AGOON 9°F 9°F 1At
AANT? P2LA@7 NS L E NUE-T/av 3 20 31
ao POLHPOC 17HAN a0 7703 P CATT
+é-&h AaoON ANV oL P U P T
MIIAT oo FN LTCNFAN::  NavLavl @
ACSF @ hNAAT V1T ao 7031 T F
LI NGA9° adbe +£7T T NN (a7t
AL AN VT AN aoPT hANT:
NAPT9° (NART Ve Tav 30 3T “TahA
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POULLT oo 14 WALI® POA0D ULT
T g9 NN°Pro-  ¢1+afoo- P74
LCEFF (foundations) NaoA?9- AL AM-
V1T PTLELCT T 15 @9 ALyl AM
AL ao i INFP PN Hl-Lh heBMCI®:
D NUNTE 248 P7LA0@- 1TIHAN (oo AT
AL A UL ATV @8I AL
ATLTT AS TINLNNP POTS /LU T 7
TI6nN  £LLT AT SN VIS TIAT
oo AL, A V1T av 3 I0NFP AT T
+é-Lh CTLANTF @ AN hHT @ P&V
7794 (poverty trap) 0-FA- +AP@D- NLEI°
WM 00 AP9° AL ®L ool AT
A780.214 1@ ATE AMA TNC PTLa-A
ACS/> A°AN PMC aoAsf LI AL
NI P Té-Lh hlPMCI:: NONFT 1T
nNeC 2C ¢rMovld aP19° ¢NLS AL
A1 1% (concessional)? foond.f LH@-
A LT PAM RS ALEI® ool LSCNTA
ALY NTe2149° 400 h91.L24L1@m- 1A
N7 <N (25 percent) ACS/F ooV}
AnNT::

neg nteoomam- oo INIP CATT
FéLh TCATE AN ANA PTLINF @ NG
"7 AGLe  Paofanld @ ao i Q0N IP
PN Al-Lh U 1RTDPTF PhT
a7 thedt AOma- 1A RTRE
18 3@ ACSF (grant) A7 U-AHE @ L79°
+AN N ECT7 (concessional loan) £ EHA::
ACSZ (grant) AN £A9°I9° PLav U3
AS oAl 9918077 ChALYTI® U1 Té
TIHANT JAN, PALLT £ 1o NAHY
ao P INF P PN He-&h hhCSI (grant)
06014 AN NECTT OATLEPE A70
YAN ACSHT AG NLECT hM9°C PLH 1o+

ALTEI® WAL ATLAINAD (4 AT
NPS'1r 77 ACSI@- (grant) N77HANT &N

®LI°/hS Nam-+T (technical) A.IP7 &FAA
Ph% oo\l hPH L79° ML PAN AS%T hNST°
Ph8 NLHT7 CMPAAN::

NU-AT51E OA o303 AT +é-Lh
TCA7 ANT A28 RATR 188 PTPaoma-
Oté-Lh P02 Moo AL CA UILT
5 (scope) i QUIC TNt APTEE
PAN° V1T POLOAM®D e-Lh 1D AR
aFINF P PNV He-Lh PTLEMLD?
PA@D 188 @ 990Ny 1T NG
AS  A%TT +49° (OECD) o030
PATYT He-LhT WY ATAC O ALTava-
nAL WHHLHGT O1é-Lh TCAT NHen14
hoo 3P 190 ohe METo h12,276
Ch%LiNT LAC T AP U (NART-
V1t Ny YN Fo7 A“TRAA PoLAT
T IEOI° &I 1D AL a0 INFP CNTT T
+e-Lh POLETLD: OHU- o0l 9°F9°
ATH, ik @L 1H MLAPOTI® NAUT OhT
150 V14T QY TCA° “Tads @-nT
LMPAANN: W78 TLE AL A0S, hlNE £
NI v LN HAPD nHLEYT oL
ALY TODVUPAN: MAT PL UICTI
N-tavAO g 9°My YN Fo-7 197427 hHv
e Moo (Being ODA Graduate)
®L oohpAT M, LLE SO0 AAe
SmNPon::

ONFE @D 188 hhé-Lh AT V1T ATAC
PULAMD: N 10 AU OPT AL
PG AN PoLEMST VLT AT PGPS
oAl Lovl0A:: Cavlovld, C@- I° LA NI,
Y0 NG AS A +¢9° (OECD) dC
oL@ AT £ 94 hol-k (Development
Assistance Committee (DAC)) ‘'i1m@-:
NAv'r wo (LY h?l+E Ta+e aC 32
4211 Pl 2150 2V holE PS PG

1 A@0TENLT ANTSLT DAL NG8T Fh STTANT L77ICHT ANFIET ANTLT LLTGT BCovTT 8Nt U247 hBOATL T APCATLT MALTT

B3 0N bR ALLLET ATNINCTE LHCATE : Lo-HAZE T @CRT 77AT&T JCEIAT

LGRAL NIILI°T h9Ueh G CA@-CT VN

NAn ST TART NAO70F OEFE NRLTE NRHCATL T
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AT V117 ade: £€H o PHY holqk
aANG-C TNP AT PS WATID-9° ARV
AL MmO AG PHHNGLP O He-Lh
aNe-C A18L5C N2912:L7 NooA°T 1 AL,
0Ty SO 0y P20 A AV b T Al O | T 1 AT S K
CrE U NTAGA RS HAE  A%TT7
N°.217T 351 11417 hbé-&h OHAbd
ATl RI8LLIIM TINFA 1o 2y
Nt OheLh Lo AL N9 LHO-
Nao AT AL fA- 11417 P10 @hs: 0,
Nao19°19° aoé.CT LOPI°NN:: Chol b
PGS PG Pav19°191.f aoN4.CHT: 0N T
(relevance)? @m.z?711 (effectivness):
PATRG (effecincy)? +AAT (impact) AS
HA®YT (sustanability) G Fm-:: 29aT9° v
holk ARTE NaoNT T AL AN UIC +é-Lh
Ao ATHVT aoN4.CHT h29° T £OOA
AT 1@ AR Nt L79° Aeks U147
PHYU Dok AON A%TILLT w07 PFA
aoN4.CHT hdeT N'THVI° aohhi\: Asks U4
+MN.@® OHeotE ovG4TE -8 h Aaonml
AS hdAAaoy AoonJA POLLOTAN hPo°
TPINNET AS CATTAS 19°197 A998
PILLNTAN aPI® ovF¢T TUITT STm-::
U-AFE @ 000N DAY £ 06 holqE ARG
(Non-Development Assistance Committee
(DAC)) £ 19727 AL L7077 20 114172
POLePL@ 1@ N He-Lh 4L PNV V1T
.5 b @L L APIANE Noo'LS. hehE
Tl AP TAM@: o P A0HFE @ hAL
etmeit Ve NPT (oo AL
AN V1T £96 n91LL47 LAY NHPPSL
N2A9° A+G £ bk A ALLCT
LTAN:: ATHY PIAT° adbe 7T TN
909" Ade PTINN 497 (IMF)T P9A9°
N7 AVREP OhTT  (PAGdéh AT
0M7: ChOe AT O WPHC hoRéh
ATl AT AS aoO T4717) P PAAAN:

NAPIY° (LY A U4 OC a0 INFP LAY T
+é-Lh ool (ATET DAL ChmeOT Ot
ANANT AZ8L 1141 LMY He-Lh
TNt aolP1y ool & 810

CHALR V1T a0 MNP PNV - hy
Neom+9® 9°MNg YN Ta7 hTIC (17INPP
ML T1eECT AL 1t avd° it nTINFANT@-9°
NAg PUHAVT@®7 ¢rC L4585 ALANNNT
AS mé AR AT Ahhad A
: PNAAT V19 2VT AHPAC Noo@-O&:
AFALR (oA AL AN V1T A8 A
1N Lan ALLCT LOHPAN: N9 a1
Y10 HCS: £A- 9°U-¢-7 Aao 703 AT+
Fe-Lh ANLALYTT AL TINLE PoLePCNT
hooi'l? (rationale) ¢7-91 U141 TPA
V1P °CT  HPHE  NooPr 9070t
M.LTFm7 (income) aMHE NATLLLC10-
PUIC @O-0FT EMOUT® AHLY 70 27204
LS LUI° aoPOHN TPL7T (investment)
N°9+ent  aodd PPN V1P I°CT
Ah78.4509° CLCIPA: LUT hlkéd T AaohNC
NHC4- 9°U-¢-77 POLOAM@- av§ Y av 30 P
PO - hT NaomPbd® A0S CINLa-y
PUIC @ONT ooPOHA TPL heHE TIHAN
no-sgr 4Aan 0972477 (big push) 2°M%
YNET 011 PP CaL T LA TINEIC
10 U G LAY oo ISP
e hT PTLaoCmeN T PGS 9°n e L8
Vet ACBF 01T 9°7919° W@l oot
NAZILT LM AS NECI® nPt +AN NEC
(concessional) NALY7 AFNLET 17HA
PonéNF AL AMNEE NeoPr AN
1IN V16T o7 AP DAZI2OM NLE9° L,
PCavdoty ALTF ATINPMA PTIHN API°

2 AHCAE7: FADCET NEALT ALTLNF ANPZET ANG-AAT NHLADTT hPTE AL ATINGRTT TINFT NFCE COT10F $NLT A8 hlNP:

FRGT FLAILT A°CT £CH AS CTANGT Al AI°lt T
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LALTPCANTPA h LA oo’ 1@

90 ATH, hAg MA@ hooh'Le
(rationale) J-AN. N97L:47 AHALE V1T
0-ALE LT O LAST LAC 7911001
a0 INFP PN Ae-Lh LOD LLLTI°
) X T i Y AT 1 W T T 1 W o
NA787¢ V11 e @-7 o-mt ALOTT
NANT L79° C1H4NID7 AL Adaodg®:

AOMFrk AIL91A¢ POl CNT
ANLT N4 PTLIOP® AS CTICHA
0¥ “Marshall Plan” Qoo ¢29.mé-a-
AN a0 PN ACSS h@CTd
hUATF @ P909° MCrE &1 h718.£179°
AM £LLINTFE NHaoAAL Phohén ACKH
BT ho-atEo- 9909° MCrF PLo-nnC
@-Lav’l (FIA 9°TN 101 AT8.L07104-¢- TG
ettt G $7719° 00hd, A1L0EE
TNTI° AL hef: FRGT FLATE AG
ao(\A 11T CLLUIFT@ & I6T Smean:

NA7A4 o NFE CATTT  HeLh
P Aao®7 TN A780av 3 TINe PO PCND-
AhG SN AS AL A%Béh 114-T PHOama-7
060 19770 AP 7i0LY AR NeoaoChH
PHALE PHCS 9°U-4-7 Nao 7 INFP LAY T
Té-Lh e hiv3P aiv k29 3T -7 ANTHS
SOTPAN:: Aé-Lh NIHY AVTET A7
A78ANC hLEePCATD PG PS N1 80T
aohnd av NP PA°TT Al-Lh ao01G7F
0?7044k AMHE® Poo MNP CA°TT
+é-Lh TN haooPdA TPL (investment)
LAP PL.mA®D ALI°H NaoV'r AF8.U-9°
AANT8LL P D6RPT  AS AL IOT
NAPY AL A7 AISLVPT  AIP4el
LTEN hTLA oo1d 10 (Heo149°
a NI PC PN TeLh A MHT @
P70 h  AP7S No-am OWALSH 59
V1T NABT V1T AL TI5F A8

CaFFN PN T LPCOAA:: AT UI°
aoFINFP POV Fl-h CHEL VI
TN U5 PAISHN 9°T: 0T 7M.
TYHNL ATB.DONSG PLav U POPICMAT
g INFP PNV He-Lh TN ANHE D7
U 0P et NANANGT RTTC OAC WAL
7T aohhdh P ARYTFT PO4A PoLAT7
AS oo 117 PPCOA-::

ALY AL 97T PULLNAAID: 188
a NP PN He-Lh MAI5TE V1T
CHAoo®F7 ALVF AS AT ASooM
CAFAD A1 AILT0AD- hAL C+me Ot
LhaotF MUk anthdnk 107 ogh 9°7
9°7  NANTLA 1@ g TN P PACTT
+e&h NMATL AT VT @omFoT
CAPID? PN TERDPTF 1IN AS
P ANLADL 10 WESTE PHCS 9°U-¢-73
A 01 S A LT VAP AL A 1 W A St S S Ta V4 I

PaoPavl e AILTNADI° o070 P
PNl e-Lh CUET R U S
hA9HN $&ov UL PT OC  NATLAT
OMF37 o7 AAFAT LAA:: LYI°
YAt 8 Ut a0 SR PACT T
+e&h AT han0E P9
YN Fo7  UsF  PAISHN CaoPPL-P
AT AT L ME ooC ¢9°M% AT
NCoYT Aao(IC P770C ADFo LECT°
A8 AMG gL IT®F 4e-Lh PULETT
V1t ho-g PO T 9°CHT haoT
V1t NF A28 M av1LE&T @ go- @45 9°
AP T¢ hU1ETo WIT SAP a0 V1T
A8 PLav VLI TINPooT RS AAN
0o.L107 Fé-Lh hmPeI  (Hoopht
AP T5F@m HCE aoPA w28ANT A2G VIC
AT8.m07 o 15T A@-& P PGS 9°n7 91
10 LAA: UATE® N E T NaoheYT
AL OA- V16T W77 dth 0WCY T 2C 022
ao-(1G77 AaohANA aoAW9° ANHSLCT TIN47

3 89N o (2013)F TG (-G (1971)F & USAC (1971)74-2°3 NCAC (1956) AS AT 9°U-4-7
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A7 PLav  UBF NATLLAPI MOT @
AALT® LOTVNLANT Hebn0%E U3 £ATGHN
LIPNe-NLP OCHT A78HLT OAT1L1L.5-
Nao 303 P PNt +é-Lh avdhn W1 To-
1N AP PAYNY  LECT°T AP
19T Ivto- aAlome PIAoo@ AL
AfLaom PCHPA LAN:: NANTHTTTH PADT
vt W heLasiat NG HaNan
AF51 v1e-t PTLOAME HeLh NHPNLS
U1e-t AFOND AT ALPT PPl.m-Aar-
a0 AANANGT  +mefer WAMAVT@-
PARTIN e ChmT A LooHNS T 1-
Lo aond-nése LPCOA-::

T1C 77 AT 9° U677 £79° DAL, O HPaomT-7
P&av UBFPTFT AT VLT PTFT AN
vt eoLeaPI v eA0AT TFICT
A7884.Mmé PLI° AoohAhAN 1@ LAA:
P U AINY VLI PT NUAN LLE
ao\n9° (LooOA-9° H20C 77 Ad-7 AU
ALNTPAI®:: ANLVI® ATLI°NT LT P20
nAOT @17 AS te0g OheA P07
Lnoot T NeoHCHC 1@+ hAIT @77
PUL1N@ PS®- N1 hAL ¢tdaomeTd
PLav VYB3 LT ALNov-A POLITNTPA
A8 WAATIT®7 aohd TN AS #TTC
98l AL Lhool 23PN LAA:: NAA
ao\ir hhP0R VIC Vs hhaoo'-C Lhaot
hS h157%9° POLPCNT7 PLav Vs I DT
PTINEAT® HLTIP API° LN hoo P hY P
ol baom PLov VBT DT NTLAINGNT
P AT an-J¢ @M
noahtn 9°M% YNF P ALV A7
N4 LAP PTIC hbhS 9 hhavl D )T
N>t e9°Ny U0 AL T ALOTFTA
L0 TPAA::

nv-atEm- 2909° MCrt Nét+ a0 0P
POl e h WG ANE (A7 ATINH
AS h%%lh £ V) AT NS
AL OPI° INC:: MCrET Hhrkde N H L@
N+ageL  eNSETm-L0 Ot A
N.3o+m ¢9°MNy YN aoln P909°
P4.2570 OCYTT A?TAAN  AS AT
N?14-m7 OtEEao-17 PGAI° 0T ASG CIAI°
atq P1TIN 90T Fhtde MAO-CT AS
NAOf AVTeT PLLOAMT @-L oo~ aop\(
A 130 (AL  h%héh PUICAA  TA7
PoL0AD7 AL Noot+INC NIV Ve
eINLD7 9N YN @-Loot AG ao(lot-
AT ao\O Ao IO RS AH 17HA
Noo 303 P PO +é-Lh avAh LAn
ALCINT:: 400 CHLLMm9° TN AN
e AL DAPA 17H0T £T1T VLT L
HA® AL NAC W (A.b.h 11940-50)
NG TAPA: NAPTY° A.hv.h $1950P7F
hao 1 POICAN TAT et LLET 104

NA7A¢ A.h.h N19602°F NING- Gao I
a0y NP CACYT 1 E-Lh WA N 15004
A% IC OHBLT N6 TN AT @
a NI P CATT e-Lh LO0 PULLLT
PaTS0TE AT AN 09747 NG
Pa 7G04 AT AAAY° N4 HCS AOS-
o0 N PaoOlt AT aoPOHN TPETd
MNFI° Chanién 1L WS oo i
AT ALTETT 1@ AATID-9° AFLYTH.Y
£ FANT 2N YN0 HCET AR heHE
TN 4O 09947 AHLE U1e-T NLE9°
W ALTET 0974217 190 Ohe: M7 ha:
N91L:L1 00 I0C::
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NG o030 I T LCE T mPAA 0k
A.v.h 11970 9.9° NANLD AL PNAAT
V1Lt PTPAN V1P METo7 (Gross
National Income) 0.£% 0.7 Noof4
NooA 1 AL AA U1eT Nao 370 P
PO He-&h aohn ATSOAM AP,
AP M INC:: AT VLT LY @+
MAFI° Ah.h N1970F hadN Ahd-hA
MCy 2C 02PN 186 AhTREh WTATI®
NN T @ NFGA° H-4P MG ey P9,
YN o-0 Ne0ntas 0 F89° N3850, vt
AL hGE PPt PO TN Neogms.
AS V7 tokae 014k VTt DG
Neonh-k: 9°n281 U7 Agokdd PNAAT
Vet a0 0P CACTT - hT h& VT
P14 OC OG5 U3 AdrtANLo-T INC:
2 BUI° TN Nao 3 INFP PN Hi-Lh
aoA\n  LON PULLLIMF 1IHAN N19607F
£.L.L7 hILINLD ATAAP ao(lt AT
NTIPA AT ®L IMCS AT 9°M
POFST  TUIITIFVCTE MG WS
NeoAnN-T HCET AL 4LAh 21477
aoCMPHN::

NAA aodh A.le.h N19802°F AT V14T
a0 IR PNV AL-LhT PN, YN
N91..21°f AS  hooPPlP  “I0thhg
TE-9° (Stabilization and  Structural
Adjustment Program) .2C A 21 £o10-HANC
Y1 G S M o % A RER ) A [ U A oY )
V1T a3 I3 P AT +He-&h AT
oM YN T ANLPFFOT 0L N ao(;
NCYT A18.+04 £125 'INC 2INT 1@
L2V7° AT PFAD PN A%%éh UL
LIomTFmr  he s PP PO hG
aond N LAFN TOICT AavPle FAN
' AYHY U W OMCTF- barn
Ao @ N NF ALY T oo N3P PAYTT

-2 hT ATITTF LN YA TLLE WS
P PR INtnhe 7ANLT oo NG
72L& SAT® ANING 1 DAPII® F%0.
V1t a3 N3P CNTYT e hT (NET
£ I6 aop\n Agom+9® ATINVT 7 ANPT
ao NG LTCUVTPA: NNV hoogt
nU-ATen Coo 30t Ao £ 06
LAY CUNE £ PN AT AG 9N9°
Atq C17HAN +HE9° 1S heHF NG

Av.h N19902F (oo 303 P PN YT
+é-Lh oo\ AAI°A haodT NH NLAST
LAC 4NN .LLT9° @M1k haoCed
NAco P 9°07. 0k 9°7 ATLP1 AT V1T
NovlaoC 21 9°n 784 oo AT AL A
V1T 0o At hood-C AS %771
aoC OWAP'T a7 N3P PAYTT +Hé-Lh
AITT T aopg® ANTFSLCT 29047 AL
Peav U3 APaom:: a3 P PATYT
+é-Lh9 mté NN ACNO AeveEmC:
QAKX ATINLT G Cav T INFP +&o ]
PhLAAI°  PATEST AZTAAAN  AhvA-T
NAMS AL ird Am:: hlv 0Feno749°
035 1141 LI°né-07 TMNETT AN
V1T AL PLav Pp3 TP Lavd.::

A.v.h 12000 9.9° E9°C L7990 oo 3N P
PN e h NNGHE UB3 N909° hdbe
L% OO P U 18T OC NASD)
BT P PooBanld @ h.h.h 012001
h%4T 1 oM CONCHET T 07LA
POAAT U TNCT AgohAhA  NLA
5% V1T AL hIC NaofH A
1T7HAN Moo 320 3P PN +é-&h aohh
4N N9 AL 2150 VAT D PhPC
MLt P07 AcoFT NTLA PNAAT
Vet a0y I P CAYTT - hT hiy
IC AT Adl VoA

4 FNGT oo NI £CET MmPAA A QLY OFF PNART U1ST PTEA U142 MNCT@-7 (Gross National Income) 0,730 1 Noo-f NaoNo91
AL AR V1T ATEAATN APFE DY @0T 0.7 Noofa? Moo 3 INFR CATTF +é-Ch oodn $4@7 0.3 Noof IANNT @LI° N2AONT (9°
Pldkkao. NF0NL2T (foundations) AG 07 AL £CE-1F (Non-Governmental Organizations (NGOs)) A%406 " aAdMen, Ahdg°M INC::
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g  ArltaooAn i NHALE HooGoh
ao NI P CAYYTT  He-&h hIPT AAD
ATAC SAT ATLINC hPh: TAT L79°
NV HooS 1 PGS PG AN 14T A1°77
M7 9°7 LN ANN?  HP0NL V4D
CHEE STm? APTHET HCET NhdgT
dan TLL1? N7 AACRLH ETCET
AN e-Lh 97 LAA? PULACTT PIGL
LG

N19602°F avehnli hov1 NA2T Y141
LOO CHLLID av i P CAYE He-Lh

aom7 24.8 AT Ch%bénT LAC LCN
0L A7 LU eaom? 19702 avghnli
NA°Tme 13 Noot (177£7 59.6 MLAS7
PhThénT LAC ALCH TAA: QU P 1é-Lh
aom7 N19802°F Na“ThgL 9 Moot hov P
ALY 07100 A.h.h 11989 9.9° 113.4
A7 Pharént LAC LCAAN: 1C 77
N19902°F  Nav 3 NI P  PA“TT  1é-Lh
aop\n 4O CHLLID TIHN NA%Tae 4
Nlao-f- laod'in A.h.h 011999 4.9° ®L. 67.3
A7 AT RAC AP0 TAN: BUT
A7E h2000 03A 09N+ ANC haodT
LV PhACK> oom7 P10 Noof hoo P
a%Te AL N710¢ T h.h.h 12009 G.9°
162.7 A7 A%t LAC PSA: Ah.h
h2009 %.9° 077A NGt havdT NATTe
£3.8 hao 3P AL N7INCT A.h.h 12021

hA 1: AR Y14F NE@IINFP PAMT +4-&h AR £AD

300,000

250,000

200,000

150,000

100,000

50,000

MACT PATLNT BAC

— e e e e e e e

Cav i3 P CAYTE  1e-Lh  hEAAI°T
NHCE NraoAht@- A.hv.h 1967-2021 QA+
aaodt (h7he 28.9 lao-f@ A’TUNEL-P

PLLMF P+mMé 7TYHAN

128,645

246,892

228,768

141,275

—_— o e — —

2003
2005
2007
2009

—

HCS A°Y 1 17.7 Noot@ AN YN
HCS: A°TT1: 149 Noof@  AWI°LT
HCE T A1+ (Production Sectors): 5
Neot@ ha?e AL AP HCET AT
AS ¢4 33.5 Naof-@ AMAT ANTMP(-
HCETF 40n HLCHA (9°0A 2)::

34



5.0

B ADUNEP HCE AT
HARIRLT HCET AT
B AT HORT

gohA 2: YN FP PAMT +4-Lh &NF NHCE (AMNE A.h.k 1967-
2021)

B APMYL YNt HCE AT9T

B NATE NAL AP HCEF (Cross-Cutting)

h.n.h n1967-2021 ¢MNL@7 oo 70N P
PO He-Lh GO AS ACH T hAL
ntmea ot PAT 14T/
ONON ATAC NF7SNOND-: NPt hoo T
NANM@® MNP PAY T - h 66.5

oot AT 926 hol-k (DAC) ANA
Y4F ehAam NG NATASG NGA9° hdq
+&99t HA1M@- 24.5 oot &CH ALSH
L@ 9 Naof L79° A £ 926 hol-k
047C (Non-DAC) OC 0-FHEZHG  Y1e-T
P-+LL1 £06 NG (9°0A 3)::

W PATY £06 Nt (DAC)

N4 3: PAINH U14T/+ 2T 04480 &CA (A.h.h N1967-2021)

NIAG® hAdb& +£T BNATT £ 26 hag £ NAIC (Non-DAC)

PS PS ADN Y114 M@0 P CATT
+é-&h  oodn  LOD LLLTTT M-
TIHAN 02991 Gt h9°A Wil haodt
(A.hn.h h1967-2021) PVl hEAAI"T
Nraooaht:  A%%éh £19.3 oot &CA

NeoH N+LS°LrE  +HPI°MAT: AoBehT
NoontN ECovy (N8.1 Noof)i ALIAL
(N6.6 Noof): EIT7F (N6.2 Noot) ASG
ATINH (05.5 Noot) aAdh A9°0 T CA@-7
L8 GHPA (9°0A 4) ::
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0.7

B Ph@-C T tRMmt
B AUTSR NThF

PIAI™ N0
B QAR A& PTYHA) TR TP

PNA 4: PT PT PYATS A& +2MF AMhe £CH (A.h.h h1967-
2021)

B e+NNGF YN FF SCEF
B AAT GATR A& +RIT

NAL A2INE- 1 WA TNLD: B 11970
9.9° NGt av 30 I T LCET mPAA
TMh 1ANLD @A aoOlt PNARTY 14T
PTPN U2 M ET@7 (Gross National
Income) N.£70 0.7 Moo (aoh7 AL
AN 11T Moo MNP PACTT - h
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CAPITAL GOODS FINANCE COMPANIES

No Name Of Company Address Phone Fax

1 Waliya Capital Goods Finance Bahirdar 058-2206780 | 0582 205 342
Business S.Co

2 Oromila Capital Goods Finance Addis Ababa 0115-571307 | 251-0115571411
Business S.Co

3 Addis Cap|t'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 Finarice Mekelle 0344400085 0342 40 00 84
Business S.Co

6 Ethio lease Ethiopian Goods Addis Ababa 0116393397 | 0116392730

Finance Business S.Co
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