ADDIS INTERNATIONAL BANK S.C.

												H
										T
Annual Report
July 2013 -June 2014
							W
					O
		 R
Your Ultimate Choice!!!
G

ADDIS INTERNATIONAL BANK S.C.

Vision, Mission and Values

Vision

To be the leading inclusive Bank in Africa

Mission

To provide ef�icient and effective full-�ledged banking

services to all income groups of the society by deploying
quali�ied and motivated staff, and state-of-the-art
technology and thereby optimizing shareholders’ interest.

Core Values

 Innovation
 Excellence
 Integrity
 Con�identiality
 Teamwork
 Diligence
 Social responsibility
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ADDIS INTERNATIONAL BANK S.C.

MESSAGE FROM
BOARD
CHAIRMAN

O

n behalf of the Board of Directors and
myself it is a pleasure for me to present
the annual report of Addis International
Bank S.C. for the financial year 2013/14.

Looking into the global economic growth and
recovery trend, the world economy continued
with uneven recovery path with estimated
growth of 3.2 percent in 2013. According to
International Financial Institutions, growth
has been weaker than expected in 2014 and it
averaged 0.6 percent in the US, the Euro Area
and Japan. Growth in the US has been gathering
momentum, but the Euro Area and Japan appear
to be stagnating. The US growth recovered in the
second quarter and is expected to gather pace
in the second half of 2014 supported by rising
employment and investment growth. In the
Euro Area growth was flat in the second quarter;
however it is expected to resume in the second
half of the year supported by strengthening
demand from the US and a weakening euro.
Overall, a modest pickup in global growth is
expected in the second half of 2014 to raise
annual growth to around 2.6 percent for the year.
High income country growth is expected to come in
at 1.8 percent in 2014 up from 1.3 percent in
2013. Developing country growth is expected to
edge lower to 4.4 percent in 2014.
Africa maintained an average growth rate of
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about 4 percent in 2013. When compared with
3 percent of the global economy it underscores
the continent’s resilience to global and regional
headwinds. However, growth performance
varied widely across country classifications and
regions. Growth in Sub-Saharan Africa was 5
percent in 2013 and is projected to be 5.8 percent
in 2014. Excluding South Africa, the figures are
6.1 percent and 6.8 percent, respectively. East
and West Africa recorded the fastest growth
in 2013, above 6 percent. It is projected that
growth for the continent as a whole could return
in 2015 to 5-6 percent, a level last seen before
the onset of the 2009 global recession. Growth
in South Africa is expected to stay sluggish as
a result of electricity constraints and labor
conflicts. And, growth in Sub-Saharan Africa will
remain 5.4 percent and 5.8 percent in 2014 and
2015, respectively. However, the Ebola outbreak
severely disrupted economic activity in West
African countries causing growth to slow.
Ethiopian economy, over the past decade, has
achieved high economic growth, and real GDP
registered double digit growth figures for nine
years in a row. In the 2012/13 fiscal year,
Ethiopia’s economy grew by 9.7 percent, the
tenth year in a row of robust growth. Ethiopia
is one of the fastest growing economies in the
world. Average annual real GDP growth rate for
the last decade was 10.9 percent. Agriculture,
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which accounts for 42.7 percent of GDP, grew
by 7.1 percent, while industry, accounting for
12.3 percent of GDP, rose by 18.5 percent and
services, with 45 percent of GDP, increased
by 9.9 percent in 2012/13. This momentum is
expected to continue in 2013/14 and 2014/15,
albeit at a slower pace because of constraints on
private-sector growth.
In an effort to combat inflation, the government
pursued a tight monetary policy stance using base
money as the nominal anchor to control monetary
expansion. This measure, in the context of a
slowdown in global commodity prices, resulted
in annual consumer price inflation of 7.9 percent
in November 2013, compared to 39.2 percent
and 15.6 percent in November 2011 and 2012,
respectively. The government’s determination
to reduce inflation was further reflected in the
pursuance of prudent fiscal policy focused on
strengthening domestic resource mobilization
and reducing domestic borrowing. The strong
fiscal stance, particularly measures to improve
tax administration and enforcement, contained
the fiscal deficit at 2.0 percent of GDP in 2012/13
compared to 1.2 percent of GDP in 2011/12.

In Ethiopia, the banking sector has been
performing well in the last few years. Because
of the small number of Banks (19 Banks) in the
country with the population of 93 million, there
is no doubt that there is huge opportunities
for the banking sector to grow. Despite all the
opportunities, the banking sector in general and
the private banks in particular are struggling
with serious challenges of shortage of foreign
currency, lack of liquidity and shortage of skilled
workforce.

As part and parcel of the financial sector in the
country, Addis International Bank strives to
expand its services and contribute in deepening
financial services in the economy. However,
mobilizing financial resources such as foreign
currency and deposits remained to be the
challenges of the financial year ended. In order
to tackle the liquidity problem financial resource
mobilization committees were formed at Board,
Senior Management and Branch levels. To that
effect, a number of meetings were held with Subcity officials; and SACCO and Edir leaders.

Despite these challenges, AdIB has achieved
remarkable results in terms of meeting its
targets of extending loans, branch expansion
and profitability. Since its establishment, the
Bank has been performing well in terms of
profitability, never seen in the banking industry
of this country. The Board of Directors and
management of the Bank are exerting the utmost
effort to meet the capital requirement set by the
National Bank of Ethiopia. And yet, the Board
of Directors and Management of the Bank once
again encourage all shareholders to increase
their share holding so that the new capital
requirement will be met in the remaining time
frame and maintain the identity of our Bank.

Finally, on behalf of the Board of Directors and
myself, I would like to take this opportunity
to cordially extend my sincere thanks to our
esteemed customers for choosing our Bank to
do business, our shareholders for their tolerance
in responding to the needs of the Bank and
the National Bank of Ethiopia for its support.
I also extend my appreciation and admiration
to the dedication of the Board of Directors,
Management and all employees of the Bank in
discharging their responsibility remarkably and
for making our Bank profitable from year to year.

Haile Melekot Tekle Giorgis

Chairman, Board of Directors
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Message of
the President

A

ddis International Bank S.C. has again
registered an impressive performance
during 2013/2014 financial year. The
slow recovery in the global economy, a
strong competition among commercial banks
in mobilization of deposits, shortage of foreign
currency, continuous increase in office rent at
unprecedented levels, problem of access to city
branches due to road redevelopment and railway
construction activities, and the considerable
volume of resources deployed for the purchase
of NBE bills were among the hurdles that put
pressure on the Bank’s performance during the
financial year.
In spite of the challenges, the total asset of the
Bank reached Br 1.3 billion showing an increase
of Br 384 million or 41.9 percent compared
with Br 916.2 million registered last year. In like
manner, the Bank’s net loans & advances went up
to Br 505.4 million registering a growth of 55.7
percent compared to the preceding financial
year.

The total deposit, including margin held on letters
of credit, reached Br 877.5 million, registering a
growth of 37% compared to the level of Br 640.3
million achieved last year. The paid-up capital
and total capital have grown to Br 261.6 million
and Br 315.5 million exceeding last year’s levels
of Br 194.5 million and Br 225.0 million by wide
margins.
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The Bank has registered a profit before tax of
Br 60.1 million during the financial year which
showed an increase of Br 23 million or 62%
compared to the level of Br 37.1 million of last
year. The earnings per share has also shown an
upward trend reaching the level of 19.6 percent
compared to 15.9 percent of last year. During the
financial year, the Bank opened seven additional
branches, raising the total branches to 18 of
which 13 were in Addis Ababa and five in outlying
towns. The number of employees, excluding the
outsourced services, reached 184.
The Bank has put in place a five-year strategic
plan which is in its first year of implementation
starting 2013/2014. In line with its core values
and objectives, the Bank has implemented a
Core Banking Solution (CBS) and has been able
to automate all of its branches located in Addis
Ababa and regional towns. It is believed that the
implementation of the core banking solutions will
enable the Bank to continue providing efficient
services along with the introduction of new
banking products and services. In this regard,
preparations are being made to launch mobile &
agent banking, ATM/POS and internet banking
services which are expected to materialize in the
coming financial year.
The Management has been holding a series
of business consultation meetings with major
stakeholders, notably, cooperatives and edir
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shareholders to create a sense of awareness
and ownership; increase in their portfolio and
establish banking relationship. The Management
will continue such consultations to work with
stakeholders and secure a firm foothold in the
competitive banking environment.
During the last three years, AdIB’s shareholders
have given us full support to increase the capital
base of the Bank in line with the resolution of
the Annual General Meeting of shareholders.
Accordingly, most shareholders have ploughed
back their dividends and purchased additional
shares. I am grateful to their positive response
and hope that they will continue to do so until
the Bank meets the minimum paid up capital
requirement.
I want to express my gratitude to the Board of
Directors for their continuing support and strong
leadership and creating an enabling environment
for the Management to conduct its day-to-day
banking activities. My gratitude also goes to the
Management and the entire staff who enabled
the Bank to attain a remarkable performance
through unfettered commitment and hard work.
I would also like to thank the Bank’s customers
for their unhesitating trust they bestowed on us
and encouragement which have been the bases of
success during the last three years of the Bank’s
existence. They were not only the Bank’s partners

at the time of its need, but were also its engine
of growth. It is my belief that the Management
and the staff will continue to perform better as
a team to deliver a strong and consistent result
in the coming financial year in collaboration with
the Bank’s stakeholders.
Finally, I would like to thank the National Bank
of Ethiopia, banks and insurance companies,
correspondent banks and all stakeholders for
their guidance and support. I look forward to
strengthening the mutually beneficial business
relationships we have built together over the last
three years.
Thank you.

Hailu Alemu
President
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OPERATIONAL PERFORMANCE HIGHLIGHTS
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Board of Directors Report

1. Operational Performance

Addis International Bank closed its third year of operation with notable achievements
in spite of challenges in deposit mobilization, foreign currency shortage and rising rent
expense. The Bank’s deposits grew by 37% compared to last year and, including LC
Margin, reached Birr 877.5 million. The outstanding loans and advances also reached
Birr 511.0 million, an increase of 55.8% compared to last year same period. In general,
the performance of the Bank signifies the continued growth in all areas of operation
which calls for further improvements to keep up this growth in the future. Details of the
operational performance are presented in subsequent sections below:

1.1 Deposit

The total deposits of the Bank including LC margin grew by 37% and reached Birr 877.5
million as of June 30, 2014. The number of deposit accounts also grew by 105% during the
same period. All types of deposits exhibited substantial growth compared to the previous
financial year. To this effect, savings deposit accounted for Birr 331.0 million (37.7%) of
the deposit, followed by demand deposit Birr 232.6 million (26.5%), time deposit Birr
228.5 million (26.1%) and LC margin Birr 85.1 million (9.7%).
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The growth of deposit was as per the strategic
plan of the Bank which focuses on enhancing
sustainable deposit through efficient services,
introducing new products, aggressive promotion
and branch expansion.

1.2 Loans & Advances

The total outstanding loans and advances
amounted to Birr 511.0 million, increased by
Birr 183.0 million (55.8%) compared to the
previous year same period. Of the total loans and
advances, (25.6%) went to export loan, followed
by construction loan (23.5%) and domestic
trades and services (19%). The remaining

31.9% is accounted for manufacturing, import,
transport and personal loan according to their
contributions.

During the year, the Bank maintains its nonperforming loans (NPL) at a lower level of 0.5%,
which was the outcome of careful loan analysis
and close follow up. Positive growth on loan to
deposit ratio of (64.5%) compared to 58.4% of
the previous financial year. It is worth to mention
here that the Bank is committed to maintain the
position of non-performing loans below 2% in
the forthcoming years.
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Figure 5: Loans & Advances by Sectors 2012/13 and 2013/14

1.3 International Banking Operation

During the financial year under review the Bank allotted 41.3% its loans and advances
for trade finance. It generated Birr 47.3 million of revenue from its international banking
operation which constitutes 32.5% of the total income. Income realized from foreign
operation increased by Birr 12.6 million (36.3%), compared to the last year same period.
In general, the international banking operation faced challenges primarily due to shortage
of foreign currencies in the reporting period.
The Bank has established a correspondent banking relationship with reputable foreign
banks. Moreover, the Bank is currently serves as an agent of five international money
transfer companies, namely MoneyGram, Western Union, Dahabshiil, Transfast and
Exchange4Free.

Transfer Agents

OPERATIONAL
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The Bank continued to register remarkable financial results during the 2013/14 financial
year. It registered a profit before tax of Birr 60.1 million, an increase of Birr 23 million (62 %)
compared to the previous year. Earnings per share stood at 19.6% compared with 15.9% last
year, depicting a growth of 23.3%. During the financial year under review, the Bank recorded
remarkable results in all sphere of operations as shown below.

2.1 Asset

The total assets of the Bank as at June 30, 2014 reached Birr 1.3 billion. Of the total assets, net
loans and advances accounted for 40%, followed by cash and deposits with local and foreign
banks 34.2% and investment 14.7% and the remaining 11.1% went to other assets.

2.2 Capital
As of June 30, 2014, the total capital of the Bank, including legal reserve reached Birr 315.5
million, depicting a growth of Birr 90.4 million (40.2%) compared to last year. Likewise, the
Bank’s paid up capital, which was Birr 194.5 million at the close of June 30, 2013 increased
by birr 67.1 million (34.5%) and reached Birr 261.6 million. The Bank has exerted its effort to
meet the minimum requirement of Birr 500 million paid up capital set by the regulatory body.

The shareholders’ vision to strengthen the capital base of the Bank has been considered in their
decision to plough back its profit over the past two years. The AdIB General Assembly decision
to sell the Bank’s shares to new stockholders, while existing shareholders can keep purchasing
their parts to reach Birr 500 million, has been carried out for the last one and half years. The
Bank believes the paid-up capital target will be met as per the deadline set by the regulatory
body.

Annual Report June 2013/14

FINANCIAL PERFORMANCE HIGHLIGHTS

2. Financial Performance

155115

ADDIS INTERNATIONAL BANK S.C.

FINANCIAL PERFORMANCE HIGHLIGHTS

2.3 Income

16
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The Bank generated a total income of Birr 145.7 million from all its operational activities
during 2013/14 financial year. It registered a growth of Birr 60.8 million (71.7%) compared
to last year same period. This is primarily due to higher income generated from interest
and commission and service charges. Of the total income, Birr 60.5 million (41.5%) went
to interest income while the remaining 58.5% from non-interest income. Out of the noninterest income, commission and service charges accounted for 83.6%, followed by gain on
forex dealings 13.7% and other income 2.7%.

2.4 Expense
During the financial year, the Bank’s total expense reached Birr 85.6 million, depicting an
increase of Birr 37.8 million (79.1%) compared to last year same period. Of the total expense,
Birr 25.5 million went to interest expense, followed by Birr 17.7 million salaries & benefits
and Birr 42.5 million general & administrative expenses.
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2.5 Profit
Profit before tax of the Bank for the financial year ended June 30/2014 reached Birr 60.1 million
increased by 62%, compared to last year same period. Similarly, net profit after tax was Birr 44.7 million,
registering a growth of 64.1%. The asset yield was increased from last year 12.66% to 13.39%, which
contributed to the profitability of the Bank. The Bank return on asset (ROA) and return on equity (ROE)
stood at 4.10% and19.6%, respectively, showing growth compared to the last year same period position
of 4.06% and 15.9% respectively.

3. Human Resource
Development
The staff strength of the Bank at the end of the
financial year reached 184. During the year under
review, 95 staffs were recruited to fill the existing
vacant positions and for newly opened branches.
On the other hand, 47 staffs have left the Bank for
different reasons. During the review period, the
Bank conducted 24 training sessions focused on
information technology, technical and operational
trainings benefiting 153 staff in the process.

4. Information Technology
Development

The Bank fully implemented the Core Banking
solution (CBS) during the financial year under
review. The data center and network infrastructure
design, installation and configuration were
completed during the review period. The
implementation of the CBS enhances our
competitiveness and improves our capacity to
introduce new services to our customers and
meet the regulatory requirement. Currently, all the
branches, including the newly opened branches
have been networked.

The Bank is also in the process of launching ATM
and POS, mobile and agent banking and internet
banking services. The project is expected to be
completed during 2014/15 financial year.

We
Implemented
one of the
best banking
solutions . . .
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BRANCH INNAGURATION HIGHLIGHTS

5. Branch Expansion

18

18

During 2013/14 financial year, the Bank opened seven additional branches in Addis Ababa and
outlying towns, namely, Gandhi, Arat Kilo, Bole Medhanealem, Stadium, Shashemene, Gonder
and Mekelle there by raising the total number of branches to eighteen. Despite the shortage
of convenient rentable premises in business centers and shoot up of office rent, the Bank is
proceeding to extend its branch network in line with its strategic plan. Accordingly, thirteen
branches are on the pipeline to be opened in the coming months. The branches in the pipeline
in Addis Ababa are Dubai Tera, Lideta, Lamberet, Gurd Sholla, Nifas Silk, Kerra, Furi, Goro,
Bekelo Bet and four in outlying towns of Dilla, Bahir Dar, Metemma Yohannes and Dessi.

The Bank has
already opened
18 Branches at
differnt market
centers at
Addis Ababa &
major outlyning
towns. . . . . .

Partial view of
innaguration cermony
of Stadium Branch
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Partial view of
innaguration cermony
of Arat Kilo Branch

6. The Way Forward
The Bank is currently in its first year of putting
through the strategic plan which give direction
over the coming four years. The achievement
of the Bank showed the continued success in
keeping its growth path in all activities. In the
coming financial year, the Bank will continue to be
closer to existing and potential clients by opening
additional branches in strategic locations,
introducing mobile and agent banking services,
ATM and POS services and internet banking
services. It is the result of its commitment to
increase its deposit, paid-up capital and improve
its foreign currencies generation capacity by
exploring every window of opportunity to attain
better outcomes in the coming financial year.
The Bank will also focus on operational strategies
aimed at controlling costs and enhancing its
income by widening its customer base, income
diversification and continuously improving
the quality of its services. The confidence of
customers on the Bank, the unreserved support
and encouragement of the Bank’s shareholders
and collaborators, the devoted efforts of the

Board, Management and employees have enabled
the Bank to succeed in the past three years and
hopefully will be continued in the years to come.

7. Recommendation on the
Appropriation of Profit

The Board of Directors of the Bank recommends
to the General Assembly of Shareholders that Birr
33.5 million net profits after tax and legal reserve
be paid as dividend. The Board also requests the
shareholders to use the dividend for purchase of
additional shares and thereby meet minimum
paid up capital requirement of the regulatory
body.

8. Vote of Thanks

The Board of Directors of the Bank extends its
warmest appreciations to all the shareholders
of the Bank, our customers, National Bank of
Ethiopia, Management and employees of the
Bank and collaborators for their contribution to
the success of the Bank.
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Partial view of
the Second Ordinary General Meeting Session of the Share holders

Executive session of the Board meeting
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