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Investment opportunities for the Ethiopian diaspora com-
munity 
 

1. Introduction   

 
Ethiopia is constantly seeking to liberalise its economy – and the 
next step is to actively engage its diaspora community. Ethiopia’s 
legal system does not permit dual citizenship, but Proclamation 270/2002 
and Regulation 101/2004 allow diaspora members to acquire an Ethiopian 
Origin ID Card – commonly known as a yellow card – which grants them 
certain rights and privileges by lifting the legal restrictions imposed on 
them when they gave up their Ethiopian nationality. 
 
These laws have created an environment for diaspora members to 
be engaged in the development of Ethiopia. Here are just some of the 
benefits yellow card holders enjoy: 

• are treated as domestic investors under investment law; 

• can be domestic traders under the commercial code if they do not 
wish to become investors and benefit from the incentives under 
the investment law; 

• may become local shareholders; 

• are not required to have a residence permit or entry visa to live in 
Ethiopia; 

• can be employed in Ethiopia without a work permit; 

• can buy a house and take out a mortgage to do so; especially 
through the Commercial Bank of Ethiopia, i.e. the Ethiopian Di-
aspora Mortgage Loan scheme. 

• are not subject to some exclusions that apply to foreign nationals 
(e.g., foreign nationals can be employed only in managerial work 
or a position for which an Ethiopian with the required expertise 
cannot be found); and 

• can have an Ethiopian bank account without a work permit.  
 

However, diaspora members cannot vote or be elected to any office at any 
level of government. Nor can they work for national defence, national 
security, foreign affairs or other similar political establishments (positions 
in these establishments are reserved to Ethiopian nationals). 
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2. Investing as a diaspora member 

 
The Africa CEO Survey ranked Ethiopia as the sixth-most attractive 
African country for investment in 2020. Ethiopia’s unwavering focus 
on attracting FDI has become a success story through liberalisation of 
various sectors. The most significant change in the newly passed Invest-
ment Regulation 474/2020 (“Investment Law”) is the negative listing ap-
proach, which has opened up more sectors for foreign investment: it con-
tains an exhaustive list of all sectors reserved to the government and/or 
domestic investors – all other sectors are open to foreign investment. The 
previous investment law (Regulation 270/2012) instead listed all sectors 
open to foreign investment in an annex. 
 
The Investment Law grants the Ethiopian diaspora community the fol-
lowing benefits: 
 

A. Ethiopian diaspora members have the option of being consid-
ered domestic investors, as the definition of domestic investor 
includes foreign nationals treated as domestic investors (under 
Proclamation 270/2002) as opposed to foreign investors, who 
must pay a minimum capital requirement of USD 50,000–200,000 
depending on the type of investment and partner with a domestic 
investor. Ethiopian diaspora members – like domestic investors – 
have access to sectors foreigners are excluded from, such as bank-
ing, insurance, microfinance, hotels, resorts, lodges, restaurants, 
coffee shops, media services, import, and export of raw coffee, 
oilseeds and pulses (to mention but a few). 
 

B. Ethiopian diaspora members can be employed in any capacity 
in Ethiopia – as opposed to foreign nationals, who may be em-
ployed only if an Ethiopian cannot be found for the position con-
cerned or the position is a managerial one relating to a foreign 
investment. 

 
C. The Investment Law has opened up – to joint investment with 

the government – the sectors previously reserved (under Proc-
lamation 769/2012) to the government: transmission and distri-
bution of electricity, postal services (except for courier services), 
and air transport services using aircraft with a seating capacity of 
over 50 passengers.  

 
D. The diaspora community may obtain a Franco Valuta licence, 

as may other foreign investors and exporters, to import goods and 
invest in Ethiopia by using foreign currency from his/her own 
source. This will be of great benefit to the country, because Ethi-
opia has a foreign currency shortage: domestic investors simply do 
not have enough access to global currencies.  
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E. The incentives available to investors under Investment Regula-
tion 270/2012, which remain unchanged under the Investment 
Law, are available to the diaspora community, e.g., income tax ex-
emptions for a limited period (set out in a schedule to the law), 
loss carry forward, and customs duty exemptions. 

  
F. Ministry of Finance and Economic Development Directive 

51/2010 allows diaspora returning to Ethiopia permanently af-
ter having lived abroad for at least five years to bring a limited 
number of personal belongings (e.g., furniture and electronic 
goods, without being subject to tax)1. The privilege is only2 for one 
time, and the applicant must provide proof of at least five years’ 
residence in the foreign country and of moving to Ethiopia per-
manently. 

 

3. What is new in the financial sector? 

 
The National Bank of Ethiopia (“NBE”) is steadily loosening some re-
strictions in order to reduce the foreign currency shortage – and one so-
lution is to issue directives to allow the diaspora community to be engaged. 
 

A. Foreign currency savings account 

 
NBE Directive FXD/68/2020 allows residents in Ethiopia – whether for-
eign or Ethiopian nationals – and non-resident Ethiopian nationals or yel-
low card holders to have a foreign currency savings account in any bank 
in Ethiopia. The recognised currencies are EUR, USD and GBP; banks 
may accept other currencies but must convert them into one of these 
three. Applicants who are Ethiopian nationals must submit either an em-
ployment contract that shows they are paid in a foreign currency or a res-
idence permit that shows they live abroad. Ethiopian diaspora members 
must hold a yellow card to be able to open a foreign currency savings 
account.  
 

B. Owning bank shares in Ethiopia 

 
NBE Directive SBB/73/20202 (Manner of Equity Investment by Foreign 
Nationals of Ethiopian Origin in Banks) allows foreign nationals of Ethi-
opian origin to own bank shares in existing or newly formed Ethiopian 
banks. Art. 4.1.1 stipulates that the initial and subsequent sale of the shares 
must take place in Ethiopia. Furthermore, diaspora members interested in 
investing may do so only in foreign currency: the banks deduct 30% of the 

⎯⎯ 
1 The limits on the number of goods are detailed in a table annexed to the directive. 
2 Africa CEO Survey 2020: “60% of business leaders predict a swift recovery”, 23 Sep-

tember 2020, p. 18, available at https://www.theafricaceofo-
rum.com/en/ressources/africa-ceo-survey-2020-60-of-business-leaders-predict-a-swift-
recovery/ (visited on 10 Dec. 2020).  
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foreign currency and surrender it to the NBE; the NBE then deposits an 
equivalent amount in ETB (at the current exchange rate), and the remain-
ing 70% is retained in foreign currency. However, dividends are to be paid 
in ETB, which shareholders have the option of reinvesting depending on 
the agreements they have with the banks concerned. Share purchases must 
be made by international wire transfer (SWIFT). 
 

Recent updates in the financial sector   

Insurance companies must invest at least 40% of their admitted assets 
in treasury bills (as per NBE circular). 

The Bank of Abyssinia has launched the first virtual banking service in 
Ethiopia through interactive teller machines. 

Directive FXD/66/2020 replaced FXD/48/2017 on retention and use 
of export earnings and inward remittances. Exporters and recipients of 
inward remittance may open a foreign exchange retention account at a 
bank of their choosing. The directive is focused on resident companies, 
institutions, individuals and government organisations (other than dip-
lomatic missions) that receive foreign exchange regularly from abroad. 

NBE Directive SBB/77/2020 allows banks to grant loans in USD, 
CAD, EUR, CNY, JPY and GBP to local entities, e.g., exporters that 
generate forex. 

The NBE is drafting a directive to set up loan schemes to redress in-
vestments damaged because of economic instability. 

The Council of Ministers has amended the regulation of the state tele-
com operator, Ethio Telecom, to allow it to invest in the financial sec-
tor. 

Ethio-Lease is Ethiopia’s first and only privately-owned equipment leas-
ing company licensed by the NBE. 

All commercial banks can now issue foreign currency debit cards to 
travelers (as per NBE circular). 

 
 

4. Conclusion 

 
The Investment Law and the NBE’s continued drive to liberalise the econ-
omy have opened up opportunities for the diaspora community – in terms 
of benefits and ability to be directly involved in the development of Ethi-
opia. The yellow card and Franco Valuta licence give diaspora members 
an advantage over both domestic investors who generate their income in 
Ethiopia and foreign nationals who do not qualify as domestic investors.  
 
Furthermore, various ministries are taking steps to make it easier to do 
business in Ethiopia, e.g., the Ministry of Innovation and Technology is 
drafting a proclamation with this very goal in mind (as mentioned in the 
draft proclamation). It envisages establishing a national innovation fund 
for start-ups in order to create an eco-system able to effectively and effi-
ciently promote innovation and job creation. Other barriers to entrepre-
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neurship will be reduced, in that the procedures to establish, operate, ex-
pand and wind up start-ups will be simplified, and a system will be estab-
lished that will be able to respond to the financial challenges entrepreneurs 
face. 
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