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The latest developments in the Ethiopian banking in-
dustry  
 

1. Introduction 

 
At the 13th meeting of the Council of Ministers on 3 September, a policy 
was agreed on that will allow foreign investors to invest in the banking 
industry.  
 
A change to the current structure of the industry has been in the air since 
the new government headed by His Excellency Prime Minister of the Fed-
eral Democratic Government of Ethiopia Abiy Ahmed came to power.  
 
The involvement of foreign investors will boost investment and expand 
access to other monopolised industries in the country.  
 

2. The current Ethiopian banking structure  

 
The Ethiopian banking industry is currently1 comprised of the central 
bank (The National Bank of Ethiopia or NBE), a state-owned develop-
ment bank, a government-owned commercial bank, and 16 private banks.  
 
Compared to other developing countries, Ethiopia’s financial system is 
very underdeveloped, and no foreign banks operate in the country. The 
Commercial Bank of Ethiopia (CBE) holds more than 60 percent of total 

⎯⎯ 
1 The involvement of foreigners in the banking industry has been restricted for the last 50 years 
but is not the first of its kind.  
The agreement reached in 1905 between Emperor Menelik II and Mr Ma Grillivry, representative 
of the British-owned National Bank of Egypt, marked the establishment of modern banking in 
Ethiopia. Following the agreement, the first modern bank (Bank of Abyssinia) was inaugurated by 
the emperor on 16 February 1906. The bank was wholly managed by the Egyptian National Bank, 
and concessions were agreed upon its establishment. Within 15 years, the Bank of Abyssinia 
opened branches in different areas of the country; first in Dessie and Djibouti in 1902, then in 
Harar (Eastern Ethiopia) and Addis Ababa in 1906, followed by one in Dire Dawa two years later 
and another in Gore in 1912. In 1931, the Bank of Abyssinia was legally replaced by the Bank of 
Ethiopia. Shortly after, Emperor Haile Selassie came to power. Following the Italian invasion in 
1935, Banca d’Italia, Banca di Roma (formerly Banco di Roma), Banca di Napoli (formerly Banco 
di Napoli) and Banca Nazionale del Lavoro started operating in Ethiopia’s main towns. Even after 
the country’s liberalisation in 1941, Banca di Roma and Banca di Napoli remained in Asmara. In 
the same year, another foreign bank, Barclays, came to Ethiopia with the British troops and man-
aged banking in Addis Ababa until the bank’s withdrawal in 1943. The Dergue socialist party’s 
coming to power marked the end of foreign and private-owned banks’ operations in Ethiopia. And 
even after the end of the Dergue regime in 1991, foreign banks did not resume operating in Ethi-
opia (https://nbe.gov.et/history-of-banking/). 
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bank deposits, bank loans and foreign exchange. The NBE controls banks’ 
minimum deposit rate, which now stands at 7 percent, whereas loan inter-
est rates are allowed to float.  
 
The strict regulation of foreign currency by the NBE has been unattractive 
for foreign investors and has indirectly become a reason for restricting 
foreign investment to few industries.  
 

3. Foreign investors to have access to the Ethiopian banking in-
dustry 

 
The opening up of the banking industry to foreign investment did not 
happen overnight. Since Mr Ahmed’s government came to power, hope 
for expanded access has continued to grow.  
 
Last month, the NBE suggested a mandatory merger and acquisition tar-
geting local banks to ensure survival against foreign competition. Alt-
hough the suggested mandatory merger and acquisition has been delayed 
for several reasons, the long-awaited policy that allows foreign investors 
to invest in the Ethiopian banking industry has been approved by the 
Council of Ministers.  
 
The opening up of the banking industry to foreign investors will 
strengthen the economic links between Ethiopia and the rest of the world 
and bring new technologies and know-how to the industry. It is also ex-
pected to alleviate the forex shortage in the country, make the banking 
industry competitive, result-oriented and accessible, and bring employ-
ment opportunities. 
 
The draft policy will be presented to the Ethiopian Parliament and then 
published in the Negarit Gazeta before its implementation begins.  
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