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MESSAGE FROM BOARD CHAIRMAN

On behalf of the Board of Directors and myself, I would like to express my pleasure to
present year 2012/13 annual report of the Board of Directors of Addis International
Bank S.C.

After a noticeable negative growth over the past two years, developed countries
joined the recovery path with developing and emerging economies, though the
magnitude is relatively weak. Emerging and developing economies are still going
strong. According to the international financial institutions growth in emerging
market and developing economies is forecasted to reach 5.3 percent in 2013 and
5.7 percent in 2014. Growth in the United States is forecasted to be 1.9 percent in
2013 and 3.0 percent in 2014. In contrast, growth in the Euro area is forecasted
to be –0.3 percent in 2013 and 1.1 percent in 2014. Since late 2012, developed
economies initiated several policy instruments aimed at reducing systemic risks
and stimulating consumption to boost business and investor confidence, but with
very limited impacts on growth.
Africa is expected to grow by 4.6 per cent and 5.1 per cent in 2013 and 2014
respectively. Such encouraging performance is assumed to be driven by increases
in output in the natural resources, which underpins rising fiscal expenditure,
especially in infrastructure projects. In addition high oil prices, despite some declines
in output, trade and investment ties with emerging and developing economies
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are expected to be intensified to contribute to Africa’s positive growth. Rising
income and urbanization are supporting growth of domestic demand to reduce the
exposure to external economic shocks across the region. Increasing diversification
in export and investments in the service sector such as telecommunication will
continue to create a more solid growth profile.
In East Africa, investments in infrastructure as well as a growing banking sector
will contribute to economic expansion. But high unemployment, combined with
massive underemployment, continue to constitute a major policy challenge in
many countries. Average inflation remained moderate because of lower food
prices and slightly moderating oil prices. However, this cannot mask the fact that
inflation remains stubbornly high in several countries, such as Sudan and Malawi.
African countries economic performance, however, faced several challenges
including, global economic slowdown with negative impacts on trade, tourism
and remittances; a pronounced negative effect of the fiscal problems in developed
countries on official development assistance(ODA) flows; and adverse weather
conditions.

The potential growth in African countries can be affected by a number of factors
related to internal and external environment. If the current subdued growth in
many developed economies with high unemployment and inadequate investment
continues, it could hamper African growth in the medium term. Thus instituting
a robust global recovery, with a focus on promoting job creation, has significant
importance in sustaining African economic growth. In this connection providing
emphasis for macroeconomic policies, based on country-specific circumstances,
while taking into consideration potential tradeoffs and institutional and resource
constraints is recommended.

Meanwhile, over the past decade, Ethiopia has achieved high economic growth, and
real GDP registered double digit figures for nine years in a row. Although growth
in 2011/12 slightly maintained lower level as compared to the preceding years,
it was in higher side of single digit (8.5%). The relative lower economic growth
in 2011/12 compared to previous years is mainly explained by lower agricultural
performance. Agriculture, which accounts for close to half of the output, experienced
a markedly lower growth rate in 2011/12 of 4.9 percent, compared to 9.0 percent
in 2010/11. This was explained by a decline in growth of crop production from
10.3 to 5.0 percent.
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In view of sectoral growth contribution, the service sector growth outshines other
sectors performance. Accordingly, it has been recognized that in growth trajectory,
the service sector accounts nearly half of the growth achievement. Inflation, over
the last years which has been a serious challenge, has been brought down to single
digits in recent months.
Ethiopia’s economic performance was not free of the difficult external environment
particularly in connection with major trading partners such as the EU countries.
Although the boost in economic relationship with the emerging economies such as
China and India mitigated the negative impact of the global financial and economic
crisis, recent slowdown in these countries resulted in sluggish growth in the
country’s export growth. Thus, sluggish demand in trading partners coupled with
low international prices for the country’ main export commodity (coffee) accounted
for poor export performance exhibited in the fiscal year ended as compared to the
previous two fiscal years.
As part and parcel of the country’s financial sector Addis International Bank
pursue to expand its service and contribute in deepening the financial service in
the economy. However, foreign exchange and deposit mobilization remained to be
a challenge in the financial year ended.
AdIB has recorded great performance in terms of meeting its targets both in
deposit mobilization, extending loan and advance, branch expansion and above all
profitability. As it had been in its first year operation, AdIB has quadruple its profit
in this financial year. The implementation of Core Banking Solution that started in
the previous year is at its final stage and all our branches will be networked in the
second quarter of 2013/14 financial year.

With the full participation of the Board, the Management, Employees, and other
stakeholders a strategic plan was prepared and implemented effective July 2013.
The plan is a vital document that clearly defines the future directions the Bank, the
strategies to be employed and the targets to be met in the coming five years. At this
juncture the Board and the Management are exerting every effort to meet the new
capital requirement set by the National Bank and endorsed by the extra ordinary
meeting held back on December 17, 2011. Yet, to meet this requirement, the Board
and the Management of the Bank once again appeals to all shareholders to increase
their share capital so that we will be able to meet the new capital requirement in
the remaining time frame and keep the identity of our Bank.
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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, the management and all employees of the Bank in discharging
their responsibility remarkably and for making our Bank more profitable in its
second year of operations.

Haile Melekot Tekle Giorgis
Chairman, Board of Directors
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MESSAGE FROM THE BANK PRESIDENT

Addis International Bank S.C., in spite of the challenges of the global and domestic
economy, has registered a remarkable achievement in its second year of operation.
The Bank’s total deposit and loans and advances have grown by 165% and 113%
respectively from the previous years’ balance. To date, the Bank is free of any nonperforming loans due to prudent loan sanction and subsequent follow up. The
profit generated in the financial year has grown to Birr 37.1 million (298.9%)
from Birr 9.3 million of the last year balance. The Asset and Capital of the Bank
have reached Birr 916.2 million (115.7%) and Birr 225.0 million (38.5%) from the
previous year balance respectively. The total number of employees has climbed to
136. The number of branches at the end of the financial year is 11 and out of this
two are outside Addis. Six more branches are in pipe line.
Preparation of the Bank’s strategic plan, revision of organizational structure, salary
scale and benefit packages, preparation of policy and procedure for the mobile and
agent banking services etc are import tasks that are accomplished in the financial
year on top of the operational activities.

The setting up of the Core Banking Solution (CBS) and data centers are being
accomplished as planned. Hopefully the Bank will fully implement the IT system in
the first half of 2013/14 financial year and there after all our branches including
outlying will be networked.
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AdIB is one of the banks that is required to raise its paid up capital to Birr 500
million within the given time frame. The extra ordinary meeting held on December
17, 2011 has discussed on this issue and endorsed the plan submitted to it. Great
effort has been exerted to sell more shares to the existing and new shareholders in
the financial year. Yet, we once again call especially the existing shareholders to buy
more shares by taking advantage of their privileges.
The competition among financial institutions to attract deposit, the ever increasing
office rent and lack of appropriate offices in business centers, obstruction of
banking business in some branches due to infrastructure development in Addis
Ababa, the inevitable pressure of the bill purchase on the meager resources of the
bank, insufficient foreign currency etc are hurdles under which AdIB was able to
accomplish the hitherto stated performances in the financial year.

The remarkable achievement of the Bank would not have been possible without
the support of our customers, shareholders, the National Bank of Ethiopia, Banks,
Insurance companies and all stakeholders. The all round support provide by the
Board, the commitment of the Management and the employees of the Bank are the
success factors of the Bank.
It is also essential to once again call on the shareholders and all stakeholders to
support the Bank in its daring effort for sustainable growth and profitability.
Finally, I would like to express the commitment of the management and the
employees at all levels to work hard and score better performance in the coming
financial years.

Hailu Alemu,
President
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BOARD OF DIRECTORS REPORT
I. Operational Performance
Addis International Bank S.C. has registered remarkable performance in all
operational activities in the financial year 2012/13. During the reviewed period,
AdIB has faced some notable challenges in terms of deposit mobilization and foreign
currency generation as well as rising cost of fund and administrative expense.
Details of the operational performance are presented here below.

1.1.

Deposit Mobilization

Total deposits of the Bank reached Birr 561.3 million higher than the last year
balance by Birr 349.9 million (165%). Similarly, the outstanding number of deposit
accounts grew by 369%. The deposit mix of saving, demand and time deposit
constituted 36%, 34% and 30% of the total deposit, respectively. The growth in
deposit was shown in all types of deposits. Savings deposit grew by Birr 146.3
million (254.5%) followed by demand deposit by Birr 134.7 million (245.4%).
Time deposit also went up by Birr 68.8 million (69.5%). Though some challenges
faced in resource mobilization the overall achievement in deposit mobilization is
encouraging as it reflects the continuously growing confidence of the general public
and the business community in our Bank.
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1.2

Loans and Advances

As at June 30, 2013, the outstanding loans & advances of the Bank stood at Birr
328.0 million, showing a growth of Birr 173.7 million (112.6%) compared to last
year the same period. During the year under review, the total fresh loans disbursed
reached Birr 232.5 million which went to various sectors of the economy, depicting
a growth of 45.7%. Likewise, the loan collected by the Bank reached Birr 92.5
million, representing a growth of 373.6% over last year same period.

Chart 2: Loans and Advances by Sectors
2.2%

Manufacturing

15.2%

DTS

30.2%
13.4%

Export
Import
?onstrucAon

12.7%

26.2%

Others

The loans and advances extended by the Bank covered a wide range of sectors of
the economy. Accordingly, 30.2% of the total loans and advances was absorbed
by construction, followed by export (26.2%), manufacturing (15.2%), domestic
trade & services (13.4%), and Import (12.7%). During the review period, the loan/
deposit ratio went down to 58% from the 73% registered in the preceding year.
It is important to note that no non-performing loan was registered as a result of
the Bank’s due care in loan sanctioning and close follow up. Maintaining a healthy
credit portfolio is a critical success factor for the Bank and due attention will be
given in the future.
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Some of the Projects Financed by Addis International Bank

1.3

International Banking Operation

During 2012/13 financial year, remarkable achievements were registered in
international banking operations. The Bank generated a total income of Birr 35.7
million from international banking operations. It registered a growth of Birr 18.9
million (112.5%) compared with the previous financial year. All in all, international
banking operations contributed 42% of the total income during 2012/13 financial
year.
The Bank has increased its number of correspondent banks and accounts
relationships to two and three respectively. Moreover, AdIB is currently serving
as an agent of two international money transfer companies, MoneyGram and
Exchange4free.

Coming Soon!
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II.

Financial Performance

Addis International Bank has registered a remarkable profit in its second year of
operations. At the close of the financial year 2012/13, the gross profit stood at Birr
37.1 million. When compared with the previous year’s level, it recorded a growth
of Birr 27.8 million (298.9%). As a result, AdIB achieved a net profit after tax of
Birr 27.2 million, which is higher than the level of profit of the preceding year by
Birr 20.0 million (272.6%). Earnings per share stood at Birr 159 compared to last
year same period of Birr 57 it depicted a growth of about 178.9%. It is evident that
the result achieved during the financial year 2012/13 is much higher than the level
recorded last year indicating the Bank continued success in maintaining its growth
path in all sphere of operations.

2.1

Asset

The total asset of the Bank as at June 30, 2013 reached Birr 916.2 million, increased
by Birr 491.5 million (115.7%), compared to the last year of the same period. Net
loans and advances, deposits with banks as well as investment in security constitute
significant portion of the asset i.e. 35.4%, 36.3% and 11.9% respectively.

2.2 Capital

As at June 30, 2013, the total capital of the Bank including legal reserve reached Birr
225.0 million, indicating a growth of Birr 62.6 million (38.5%) over the preceding
year. Similarly, the Bank’s paid up capital, which was Birr 147.1 million at the close
of June, 2012 reached Birr 194.5 million, depicting a growth of Birr 47.2 million
(32.2%)

2.3 Income

The aggregate operational income of the Bank for the financial year 2012/13 reached
Birr 84.9 million, registering a growth of Birr 49.2 million (138.5%) over the same
period of last year. Interest income which was Birr 32.2 million constituted about
38% of the total income. It went up by Birr 20.1 million (166.1%) from the interest
income earned during last year same period. Non-interest income accounted for
the remaining 62% of total income of the year. Out of the non-interest income,
commission and service charge took the lion’s share of 78.5%.
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Chart 3: Income by Type for the Financial
Year 2011/12 and 2012/13
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2.4 Expense
The total expense of the Bank during the financial year 2012/13 including provision
for doubtful loans & advances and depreciation was Birr 47.8 million. A growth
of Birr 21.5 million (81.7%) was noted compared with last year the same period
mainly as a result of growing volume of business of the Bank.

General and administrative expense accounted for 46.7% of the total expenses
mainly due to high office rent expense, followed by interest expense and salaries
and benefits 28.7% and 21.1%, respectively.
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Chart 4: Expense by Type for the Financial
Year 2011/12 and 2012/13
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2.5 Profit
Despite the global economic slowdown with negative impacts on trade, tourism
and remittances AdIB registered profit before tax and after tax of Birr 37.1 million
and Birr 27.2 million respectively. The Bank’s return on asset (ROA) and return
on equity (ROE) stood at 4% and 14% respectively. This remarkable achievement
indicates that the Bank is moving on the right direction.
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III. Human Resource Development
The manpower strength of the Bank as at June 30, 2013 reached 136, depicting a
net increase of 69 staff from last year. During the financial year, the Bank recruited
96 personnel for the newly opened six branches and to fill the vacant positions in
existing units of the Bank. On the other hand, 27 employees left the Bank for various
reasons. To strengthen the Bank with qualified and competent personnel new
organizational and salary scale and benefit scheme was implemented during the
fourth quarter of the financial year. It is expected that the implementation of new
salary scale and benefit package will attract talented and experienced personnel
from the industry and minimize turnover rate of existing staff.
During the reviewed period eight training with fifteen training sessions was
conducted and 120 staff were beneficiaries from the program. Out of which AntiMoney Laundering was conducted by Ethiopian Institute of Financial Studies
(EIFS) while the remaining training sessions were conducted in house to enhance
the technical and operational skills of the new and existing staff.

IV. Information Technology Development

Implementation of Core Banking Solution is underway in order to meet the
growing demand of our customers for high quality banking services and meet
regulatory requirement. Coding and report development and data migration tool
and guideline development has already been done. Acquisition of the necessary
hardware, software and installation of the associated infrastructure i.e. data center
and network infrastructure design were in good progress. The Bank will continue
to give due attention until the system is fully implemented within the coming few
months.
The Bank has also given due attention for introducing new technology driven
banking services to its customers. To this end, AdIB is on the process of launching
mobile and agent banking services in collaboration with Rewire ICT Solution. It is
expected that the pilot operation will start after the green light from NBE.
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V. Branch Expansion
The Bank opened six new branches in the financial year of which five are in Addis
Ababa and one in Oromia Regional State, Adama Town and thereby raising total
number of branches to eleven. The branches opened during the review period are
Mehal Merkato, Adama, Mekanissa, Sefere Selam, Somale Tera and Saris Branches
according to their order of opening dates.
The Bank continued to expand its branch network in line with its branch expansion
plan and based upon feasibility studies. Currently five branches are on the pipeline
namely Arat Kilo, Stadium, Gandhi, Dubai Tera and Beklo Bet which will be opened
by next year

Some of the Branchs Opened during Financial Year 2012/13
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Saris Branch

Inauguration of Saris Branch

Adama Branch

Inauguration of Adama Branch

VI. The Way Forward
During the just ended financial year, AdIB completed its strategic plan preparation
which provides direction for the Bank for the next five consecutive years. To this
end, the Bank management and staff at all level will expect to renew their efforts to
implement the strategic plan objectives and targets.

Implementing Core Banking Solution, ATM and Mobile and Agent Banking service
will be the major focus areas of the Bank in the year to come. Increasing its number
of branches, raising additional capital and improving resource mobilization capacity
of the Bank are also the other major areas of concerns during the coming years.
						
VII. Recommendation on

the Appropriation of Profit

The Board of Directors of AdIB recommends to the General Shareholders Assembly
that the total appropriatable profit of Birr 20.4 million be paid as dividend to
shareholders and at the same time request the shareholders to use it to purchase
additional shares thereby meet the regulatory requirement.

VIII. Vote of Thanks

The Board of Directors of AdIB expresses its deepest gratitude to all the shareholders
of the Bank, our customers, National Bank of Ethiopia, Management and employees
of the Bank and to all our collaborators that contributed to the remarkable
performance of the Bank.
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1st Ordinary and 2nd Extra-Ordinary Shareholders Meeting

Great Ethiopian Run Participation
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