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Introduction

Background

One of the most significant problems faced by micro and small enterprises in
Ethiopia is lack of access to finance. Lack of finance hinders MSEs from
investing on improved production facilities, infrastructure and supplies and
deters them from taking actions that strengthen their marketing and
promotional activities. In order to overcome the lack of information on the
financing possibilities, the GTZ-Micro and Small Enterprises Development
Program collected data on loan conditions of both commercial banks and
micro finance institutions.

Methodology used in gathering the information

Two different questionnaires considered essential for obtaining the
necessary information from micro finance institutions (MFIs) and commercial
banks were developed.

The questionnaires, along with the letter of cooperation written by the GTZ-
MSE Development Program, were forwarded to the concerned offices.
Repeated personal visits to all banks as well as the majority of the MFIs
were also made. The purpose of the visit was to clarify some of the points
stated in the questionnaires and collect the completed ones. Intensive
telephone calls were also made to ensure a continuous follow-up of the
completion of the questionnaires. 20 MFIs and nine commercial banks were
contacted.

Data update

Please note that, in the financing sector, data may change from one day to
the other. That is why you should verify the information gathered if you
decide to go into concrete contact with one of the financing institutions
involved.

Data are always updated on our webpage www.bds-ethiopia.net/finance/
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A. Commercial Banks

1. Address list of Commercial Banks

Government owned Banks:

Commercial Bank of Ethiopia
P.O. Box: 255 Addis Ababa, Ethiopia
Tel.: +251-1-515004/ 515000
Fax: +251-1-514522
E-mail: cbe-v/p.mkt&corptpeng@telecom.net.et

Construction and Business Bank
P.O. Box: 3480 Addis Ababa, Ethiopia
Tel.: +251-1-512300
Fax: +251-1-515103
E-mail: cbb@telecom.net.et

Development Bank of Ethiopia
P.O. Box: 1900 Addis Ababa, Ethiopia
Tel.: +251-1-511188/89
Fax: +251-1-511606
E-mail: dbe@telecom.net.et

Private Banks:

Awash International Bank
P.O. Box: 12638 Addis Ababa, Ethiopia
Tel.: +251-1-614482/ 83/84/85
Fax: +251-1-614477
E-mail: awash.bank@telecom.net.et

Dashen Bank
P.O. Box: 12752 Addis Ababa, Ethiopia
Tel.: +251-1-661380
Fax: +251-1-853037
E-mail: dashen.bank@telecom.net.et

Nib Bank
P.O. Box: 2439 Addis Ababa, Ethiopia
Tel.: +251-1-503288/ 502909/ 503304
Fax: +251-1-504349/527213
E-mail: nibbank@telecom.net.et
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Hibret Bank
P.O. Box: 19963 Addis Ababa, Ethiopia
Tel.: +251-1-655222/ 40/42
Fax: +251-1-655243/45
E-mail: hibretbank@telecom.net.et

Wegagen Bank
P.O. Box: 1018 Addis Ababa, Ethiopia
Tel.: +251-1-523800
Fax: Wegagen@telecom.net.et
E-mail: +251-1-523520

Bank of Abyssinia
P.O. Box: 12947 Addis Ababa, Ethiopia
Tel.: +251-1-514130/ 530663
Fax: +251-1-511575/510409
E-mail: abyssinia@telecom.net.et
Website: www.bankofabyssinia.com
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2. Loan Conditions of Commercial Banks

2.1 Commercial Bank of Ethiopia (CBE)

Year of establishment: 1943

Current operational area (s)
CBE is a bank with branch network that covers all cities and major towns of
the country.

Future expansion plan
CBE strives to increase its outreach through out the country and provide
financial services using modern and efficient service channels like
Automated Teller Machine (ATM).

Total number of branches (networks) opened so far
CBE has 172 branch offices operating all over the country and one branch
office aboard.

Currently, CBE extends the under listed credit facilities:
1. Term loan: it is a loan granted to customers to be repaid within a

specified period of time.

ð·Short-term loan: this is a loan with maturity period of one year from
the date of signing the loan contract

- Purpose of the loan is to finance the working capital needs
and/or meet other short-term financial constraints.

- Repayment period is quarterly and semi-annually based on the
cash flow generating capacity of the business.

- Collaterals are acceptable securities and entire asset of the
project.

ð·Medium-term loan: This is a loan which has a maturity period
exceeding one year but less than or equal to five years from the date
of signing the loan contract

ð·Long-term loan: This is a loan that has a maturity period between
five and fifteen years.

- Purpose of the loan is to finance new projects and to
meetworking capital needs.

- Repayment period is quarterly, semi-annually and yearly.
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- Collaterals are acceptable securities and the entire asset of the
project.

- Grace period may be granted depending on the nature of the
project.

- Criteria for new projects
o Project feasibility study;
o Lease agreement and license (only for construction of

buildings);
o Work permit from government offices concerned;
o Land ownership certificate (for building);
o Memorandum and articles of association (for organizations);
o Pro forma (list of prices) collected within a period of not

more than two months;
o Project equity contribution;
o Bill of quantity and specification (for building);
o Curriculum vitae of project administrators.

- Criteria for expansion/upgrading of existing projects:
o Project study;
o Financial statements (audited by external auditors);
o List of fixed assets with their book value and current market

price;
o List of fixed assets to be purchased with their market value;
o Projected financial statements.

2. Overdraft loan: This is a credit facility by which a customer can
withdraw in excess of the current account balance up to a limit approved
by the bank.

- Purpose of the loan is to finance the day-to-day operational
needs of a viable business.

- Repayment period: customers should pay the accrued interest
regularly so that the facility isnot overdrawn.

- Collateral: An overdraft facility can be approved against any
collateral acceptable by the bank, except for motor vehicles and
machinery.

3. Merchandise loan: This is a credit facility provided by the bank to over
come cash-flow problems when money is tied up with merchandise.

- Collateral: is the merchandise itself.
- Loan criteria for a one-time merchandise loan:

o written application for the loan;
o renewed trade/business licensee;
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o for imported merchandizes, declaration of the custom’s
office for the amount of the merchandise to be held as
collateral;

o the merchandize presented for collateral should be durable
(not easily perishable) and easy to count and stock;

o the merchandise should be kept within a warehouse that
meets the standard of the CBE. If it is borrower’s
warehouse, he/she should produce evidence of ownership
and if rented, rental agreement concluded with the owner
should be presented to the Bank;

o the borrower shall purchase insurance coverage for the full
value of the merchandise in his/her name as well as the
Bank;

o  the borrower pays any expense that the Bank may incur in
keeping the merchandise from damage.

- Loan Criteria for revolving merchandise loans:

All criteria stated under (2) with the following additions:

o Merchandise held as collateral must be taken out of the
warehouse on a ‘first-in-first out’ order;

o Merchandise held as collateral must fully taken out of the
warehouse within 90 days.

4. Agricultural loan: This is the loan granted to customers who are
engaged in agricultural production activities.

- Purpose of the loan is to finance the working capital needs of
customers involved in the sector.

- Repayment period: the loan is repaid monthly, quarterly, semi-
annually or annually.

- Collateral: the loan is approved against acceptable collateral.

- Loan Criteria:
o Certificate of land holding/ownership;
o Investment license;
o Project study;
o Equity contribution.

5. Import letter of credit: This is an instrument whereby payments in
international trade are effected by banks through documents. It is issued
by the bank at the request of a buyer (importer) to pay the seller
(exporter) upon presentation of import documents specified in the
document.
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- Purpose: to finance the temporary working capital shortage of
customers during importation of goods.

- Repayment period: the facility has to be renewed every six
months or every year.

6. Export credit guarantee. There are 3 types: Pre-shipment export credit,
revolving export credit and advance on export bills. The pre-shipment
export credit is a loan granted to non-coffee exporters starting from the
procurement of inputs until the date of shipment of goods against the
Ethiopian National Bank guarantee. The revolving export credit facility is
an advance extended to exporters with a limited margin before goods
are loaded on board upon presentation of all relevant export documents
to the bank except a bill of loading. Advance on export bills is a post-
shipment export credit provided to exporters with a margin against
presentation of all necessary export documents.

- Purpose of the loan is to finance shipment of goods until they
reach their destination.

Type of loan Time to get
loan

Annual
interest

rate

Service
charge

Remark

Short-term loan 2 – 5 days 7.5% -

One-time
merchandize loan

2 – 5 days “ -

Revolving
merchandise loan

2 – 5 days “ -

Project Finance 1 – 3
months

“ - 40% of the
investment covered
by the project

Agricultural loan 2 – 5 days “ -

Letter of credit 2 – 5 days “ 2.5%

Advance on
export bills

2 – 5 days “ - National Bank
guarantee is required
for 80% of the
amount.

Overdraft 2 – 5 days “ -

Foreign bank
Guarantee

2 – 5 days “ -

Local bank
guarantee

2 – 5 days 0.5%
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Note on interest rate:
ð· The CBE may change the interest rate based on the directive of the

National Bank of Ethiopia
ð· In addition, as per the new Credit Policy, the Bank's customers may

be charged various interest rates based on their:
- loan recovery history
- business strength
- collateral strength and
- other similar factors.

That is, customers who meet the Bank's performance parameters are
charged a lower interest rate, where as the Bank will impose an additional
3% penalty interest rate per annum on non-performing loans.

General documents required from customers during loan request:
ð· Written application that clearly indicates, among others, the amount

and purpose of the loan requested
ð· License as appropriate
ð· Financial statements (audited as necessary)
ð· A business plan
ð· A project feasibility study (for new projects)
ð· An ownership certificate for assets or merchandise offered as

collateral
ð· Memorandum and Articles of Association (for legally established

companies)
ð· Negarit Gazetta
ð· Power of Attorney (for agents)
ð· Management profile
ð· An official letter of consent from the board of management (where

applicable)
ð· Authority to conclude loan contract (for companies not specified in

their Articles of Association).

Basic contents of business plan to be presented for all loan types
Name and address of the borrower; purchase plan; production plan;
projected income statement; projected balance sheet; projected cash flow
statement.

Contents of application form
§ Name and address of the borrower and the business;
§ Year of establishment of the business;
§ Type of business; type of credit request;
§ Collateral offered; owners (major shareholders)
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CBE accepts the following assets as collateral:
ð· Buildings/houses: Private, public and co-operatives, buildings/

houses that are in use for residence, office, factory, stores, etc. and
building under construction if at least 40% is completed;

ð· Motor vehicles: Trucks, tankers, tractors, combines, buses and
automobiles;

ð· Deposit in banks: Savings deposits, demand deposits and time
deposits;

ð· Negotiable instruments: Life insurance policy at surrender value,
treasury bills, government bonds and share certificates;

ð· Merchandise: Merchandise shall be held as collateral only for
merchandise loans;

ð· Local and foreign bank guarantee: A written undertaking issued by a
local or a foreign bank as a guarantor of the borrower;

ð· Business mortgage: Leased and if 20% construction is complete.

Who is eligible?
Any person or enterprise engaged in the following sectors is eligible for the
services: domestic trade, foreign trade, factories, services, transport, mining,
construction, agriculture, hotel and tourism.

Some of the economic activities financed so far
Agriculture, manufacturing and industry; domestic trade, hotel and tourism;
foreign trade construction and services.

Savings products

1. Savings account: It is an interest-bearing deposit account.
- Can be opened with an initial deposit of Birr 50
- Rate of interest on savings account is 3% per annum
- Interest will not be paid on amounts below Birr 50
- Interest is computed on the minimum outstanding balance of

each month
- Interest is paid half-yearly in June and December.

2. Time deposit account
- A time-deposit account is a deposit account that

bears interest based on the duration of the deposit.

Features:
-No restriction as to the initial deposit
-Minimum deposit period is 3 months
-Granted repayment of principal and interest at agreed date.

3. Current account: A non-interest bearing account that is operated by
checks.
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Features:
- A non-interest-bearing deposit account with a check book facility
- an initial deposit for opening a current account for individuals is

Birr 500 and Birr 1,000 for government, private sector, public
agencies, enterprise, cooperatives, international and other mass
organizations.

4. Local transfer: It is a means of transfering funds through banks to
individuals or organizations.

Features:
- Transfers are made between branches of CBE only
- Transfers are made between branches of different cities or towns
- Availability of telecommunication and local post offices enhance the

smooth flow of transfers between branches.

Safe deposit locker: Provides maximum security and safe keeping of
customers' valuables (goods and documents).

Features:
- Access by dual control
- Access permitted only to the leasee or his agent
- Locker accessible only during business hours
- Different sizes available (small, medium and large)
- Locker facilities available at Addis Ababa, Addis Ketema and

Mahatma Ghandi branches.

5. Western Union money transfer service: Having entered into an
agency agreement with the Western Union Money Transfer Services in
1994, CBE is a pioneer in providing incoming money transfer service from all
over the World to its esteemed customers.

6. Service out-let: Services are delivered through the main and branch
offices. For more information please contact CBE using the following
addresses:

Address
P.O.Box: 255, Addis Ababa, Ethiopia
Telephone: +251-1-515004 or +251-1-515000
Fax: +251-1-514522
E-mail: cbemrk@telecom.net.et
Web site address: www.combanketh.com
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2.2 Development Bank of Ethiopia (DBE)

Year of establishment: 1970

Current operational area(s)
The Development Bank of Ethiopia (DBE) operates almost all over the
country. Some of the regions are Oromiyaa, Amhara, Southern Nations and
Nationalities Peoples' Regional States and Addis Ababa City Administration.

Total number clients served so far: nearly 16,000

Total number of branches opened so far: 32 branches all over Ethiopia.

Future expansion plan
DBE shall continue operating in the above mentioned regions. It uses mobile
banks whenever it is necessary to go to some remote areas in the country.

Short-term loan

Loan term: a loan to be paid back within a year.

Purpose of loan: for working capital, seasonal agricultural operations and
marketing of crops, marketing and distribution of inputs like fertilizer,
pesticides.

Medium-term loan

Loan term: a loan to be paid back within a period of one to five years.
Purpose of the loan: for construction works and purchase of machines,
equipment, furniture, and vehicles.

Long-term loan

Loan term: a loan to be paid back within a period of five to fifteen years.

Purpose of the loan: for construction works and purchase of machinery,
equipment, furniture, vehicles and for various project-related investments
such as infrastructure.

Loans for export-oriented projects
The DBE provides financial service to projects, which are fully engaged in
producing exportable commodities. With regard to this the economic sub-
sectors for which the loanable financial resources will be availed are leather
and leather products, textile and garment manufacturing industries, cotton
farming, live animal export and meat processing industries as well as
production of horticultural crops including flowers and high value vegetable
crops and others exclusively targeted for foreign markets.
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Loans to Micro Finance Institutions
through Rural Financing Intermediation Program (RUFIP)

The DBE, being a specialized financial institution, which provides finance for
agricultural, industrial and other development projects, has currently started
implementing a Rural Financial Intermediation Program (RUFIP) which is
believed to have great contribution for the reduction of rural poverty. The
program is a national and sector wide investment, which addresses key
institutional and policy issues critical for the development of a vibrant and
sustainable rural financial system. The overall goal of the program is to
alleviate rural poverty through the sustained increase in incomes and assets
of poor households as a result of increased agricultural production and
productivity, in addition to off-farm and non-farm income generating
activities.

The program shall be undertaken in the next 7 years involving a total outlay
of USD 88.7 million mobilized from internal sources (Government of
Ethiopia, DBE, commercial banks) and external sources (African
Development Bank, International Fund for Agricultural Development). The
fund is to be utilized for credit, equity and various capacity building facilities
to the participating agencies including Micro Finance Institutions (MFIs),
Rural Savings and Credit Cooperatives (RUSACCOs), National Bank of
Ethiopia, Association of Ethiopian Micro Finance Institutions (AEMFI) and
DBE.

Economic sectors financed by the bank
The bank provides loans for financing the establishment and expansion of
agriculture, agro-industry, transport, and communication, mining and energy,
education, health, hotel, tourism and other sectors of the economy.

Equity (capital) contribution
In order to ensure commitment to the success of the project to be financed,
the applicant shall be required to make a contribution to the project cost. The
level of borrower’s contribution shall in no case be less than 30% of total
project cost.

Loan terms and conditions

(a) Interest rate
ð· Annual interest rate for regular loans is 9.75%.
ð· Annual interest rate for export-oriented loans is 7.5% with maximum

grace period of three years.
ð· Service charge on regular loans is = 0.75%
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(b) Loan term
ð· Minimum loan term = 12 months
ð· Maximum loan term = 15 years

(c) Loan size
ð· Minimum loan size is up to Birr 3 million
ð· Maximum loan size can be above Birr 3 million and the loan by the

Bank shall, at no time, exceeds 15% of its total capital with out prior
approval of the National Bank of Ethiopia.

(d) Collateral requirement

DBE requires that its loan be secured by a first-degree mortgage on
fixed asset. This could be building, machinery and equipment or vehicle
depending on the specific nature of the project.

In case of projects located in rural areas (out side the municipality), the
Bank requires 100% collateral. However, for projects located in urban
areas, 125% of the loan including fixed assets of the project is required.

(e) Insurance: all fixed assets of a project as well as collaterals have to be
covered by an appropriate insurance policy with DBE as a co-beneficiary
until the loan is fully paid.

(f) Repayment schedule: loan repayment period is determined taking into
account the profitability and debt servicing capacity of the borrowing
concern as well as the economic life of major investment items.

(g) Keeping financial records: the borrower is required to keep sound and
acceptable financial records.

(h) Grace period: the Bank shall grant its clients a maximum grace period
that involves the period up to the commencement of operation and the
grace period shall not exceed three years.

(i) Documents required from a borrower to finance a new project

ð· Work permit from relevant Government body (depending on the
nature of the project);

ð· Title deed certificate of the plot of land required for the project;
construction permit and bill of quantity approved by an appropriate
Government authority for projects located in urban areas;

ð· Investment certificate for projects with estimated capital of over Birr
250,000;

ð· Pro forma invoice for machines, equipment, furniture, vehicles and
other fixed assets as well as consumables to be purchased;

ð· Certificate of the commercial register;
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ð· Details of the project implementation program indicating major
activities with corresponding periods of accomplishment.

Requirements for loans to legal entities
ð· Copy of Memorandum of Association and Articles of Association;
ð· Copy of Newspaper where the formation has been publicized;
ð· Legal personality certificate;

Steps involved in loan processing
ð· Borrowers must first contact the Clients’ Guidance and Advisory

Desk (CGAD) of the loan division;
ð· For detailed discussions on loan application, the project idea,

background, equity contribution, etc, the borrower is forwarded to
the loaning division;

ð· The Department may either accept or reject the application at prima
facie consideration based on policy or technical grounds;

ð· Appraisal work is carried out by the loan division, checked by the
General Manager, commented on by the loan committee and
forwarded to the Board of Management for approval.

Business plan presentation
A standardized business plan should be presented by borrowers to get loans
from the DBE.

Savings products
Type of Savings Annual Deposit Rate

Time deposit 3-4.5%
Savings deposit 3%
Demand deposit -
Managed Fund 2-3%

Service out-lets: through branch offices and cooperatives.

Frequency of revising loan policies

The Bank operates in pursuant to the overall economic policy and
development strategy of the Federal Government.

Other services: Technical and Management Advisory Services.

Head office address
P.O.Box: 1900, Addis Ababa, Ethiopia
Telephone: +251-1-511188/9
Fax: +251-1-511606
E-mail: dbe@telecom.net.et
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2.3 Wegagen Bank

Year of establishment: 1997

Current operational area(s)
ð· Tigray (Mekele, Adigrat, Humera)
ð· Oromiyaa (Shashemene, Tullu Bollo, Agaro)
ð· Amhara (Bahir Dar, Konbolcha, Gondar)
ð· Southern Region (Awassa, Yirgachefe)
ð· Somali (Jijiga)
ð· Addis Ababa (Bole, Goffa, Meskel Sq., Merkato, Mesalemia,

Teklehimanot, Gerji)

Total number clients served so far: 40,352

Total number of branches opened so far:22

Future expansion plan
The Bank shall continue operating in the above major towns of the city.

Loan type, loan term, lending rate and other payments
Type of Loan Loan

term
(month)

Grace
period

(month)

Lending
Rate (%)

Service
charge

(%)

Time
needed to
get loan

Agricultural loan 1 – 12 - depends
on loan
term

- 1 month

Manufacturing loan 1 – 12 3 - 12 “ - 1 month
Construction loan 1 – 12 3 - 12 “ - 1 month
Transport loan 1 – 12 - “ - 1 month
Whole sale and
retail loan

1 – 12 - “ - 1 month

Import & export
loan

1 – 12 - “ - 1 month

Maximum Loan-term various between 24 to 60 months.

Economic sectors financed by the bank
Agriculture, manufacturing, construction, transport, health services,
whole sale & retail trade, /import and export trade

Additional services envisaged to be provided by the bank
during the next 3 to 5 years:
Loan: Lease financing, credit card
Savings: ATMs
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Loan eligibility criteria
ð· Profitability of the business;
ð· Liquidity of the business;
ð· Debt-Equity Ratio (Borrower’s contribution);
ð· Managerial capacity;
ð· Goodwill of the business;
ð· Macroeconomic conditions related to the business;
ð· Borrower’ s honesty, ability and general character

Collateral requirement
Building, vehicles, financial guarantee, personal guarantee based on the
degree of risk assumed in the business.

Business plan presentation
The Bank requires Business Plan whose contents may vary according to the
nature of the business. The following items, however, should be
incorporated in all business plans:

ð· Mission, Goal and Objectives of the Business;
ð· Strategies and analysis of internal and external environment

(Strength, Weakness, Threat and Opportunities/SWOT Analysis).

Financing micro and small enterprise sector operators
Any enterprise fulfilling the loan eligibility criteria can be financed.

Savings products
Type of Savings Annual Deposit Rate

Checking account No
‘Now’ savings 3.25%
Zero-balance account savings 3%
Savings deposit 3%
Time deposit it depends on time and amount
Children’s Trust Fund 3.5%

Other services
Local Money Transfer
Service out-let
The services of the Bank are accessible through its branch offices.

Address
P.O.Box: 1018 Addis Ababa, Ethiopia
Telephone: +251-1-523800
Fax: +251-1-523520
E-mail: Wegagen@telecom.net.et
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