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  EXECUTIVE  MANAGEMENT Message from the Board Chairman

It gives me great pleasure to present to you the 6th Annual Report of Berhan International Bank for the 
fiscal year ended June 30, 2015. Although the year has not been without its challenges, the Bank has had a 
year in which it has achieved growth and a number of new financial milestones. 

The world economy as a whole has experienced ups and downs in 2014/15 F.Y. While recovery was 
observed in countries such as the United States of America, other major economies such as Japan fell short 
of expectations. China as well struggled as investment growth declined, particularly in the third quarter 
of 2014. The global economy was shaped also by a drastic decline in oil prices. In the case of Ethiopia, its 
economy has experienced remarkable growth over the last decade, averaging a double digit growth rate of 
10.5 percent. In 2014/15, robust public investment in infrastructure and sturdy performance in agriculture 
was observed. Despite being pushed up by high food prices, inflation still remained in single digits. 
Foreign Direct Investment increased, contributing to a rise in foreign exchange inflows to the country. 
However, due to the prevailing huge import demand resulting from expanding business and investment 
activities, fully satisfying the foreign exchange needs of the  growing economy still remained a challenge.

Within this environment, our Bank achieved notable results. It registered a gross profit of Birr 138.6 
million, demonstrating a growth of 13.9 percent over the previous year. The Bank’s total asset reached 
Birr 4.17 billion, achieving a 48 percent growth. Outstanding loans and advances was also boosted by 
Birr 710 million (60.5 %), reaching a figure of Birr 1.9 billion. Deposits grew to Birr 3.1 billion, a 1.1 billion 
(52.5%) increase from the previous year. Furthermore, the Bank’s paid-up capital grew to Birr 573 million. 
This figure surpasses last year’s paid up capital value by 31.6 percent and in so doing, exceeds NBE’s 
requirement to reach Birr 500 million by 2016.

Moreover, the 2014/15 F.Y. was a year of change for our Bank. During the year, we welcomed four 
new Board members elected during last year’s Annual General Assembly. Additionally, the Bank’s 
organizational structure was revised to enhance efficiency and accommodate the growing number of staff. 
The Bank’s policy and procedures were also modified and implemented accordingly. 
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Additionally, in compliance with NBE requirements, Board sub-committees were set up to ensure proper 
functioning and decision making process within the organization. Furthermore, the Bank designed a new 
5 year strategic plan which was approved by the Board of Directors for implementation. This strategic 
plan takes into consideration NBE’s requirements and goals set for commercial banks in the nation’s 2nd 
Growth and Transformation Plan (GTP2). 

As we embark on a new fiscal year, we will continue to work hard to achieve solid results and drive 
stronger growth in order to augment shareholder value. We plan to direct efforts towards boosting growth 
and operational performance in line with the Bank’s five year strategic plan. Focus will be given to branch 
expansion, foreign exchange mobilization, human resource development, maintaining asset quality, 
enhancing IT infrastructure, providing quality customer service and raising the Bank’s capital. These are 
areas we believe drive stronger growth and have the greatest impact on shareholder value. As I conclude, I 
would like to take this opportunity to express my gratitude to our shareholders for their commitment and wholehearted 
support. The Board and I also highly appreciate the invaluable support of all staff, the National Bank of Ethiopia 
and other stakeholders and call upon all to continue to work with us with a renewed commitment in the coming year.

Thank you!

Solomon Alemseged

Chairman of the Board of Directors

Message from the President

On behalf of the Bank’s Management and myself, it is my pleasure to write to you as we conclude the 6th 
year of the Bank’s operation. F.Y. 2014/15 has been a year in which the Bank’s leadership has focused on 
strategic issues in order to guarantee the continued development of the Bank. 

I am pleased to report that in the fiscal year ended June 2015, the Bank earned a total income of Birr 372.7 
million, attesting to a 24.6 percent increment from that of the preceding year. Total asset, which stood 
at Birr 2.81 billion in the previous year, has grown to Birr 4.17 billion, exhibiting a notable growth of 
48 percent. Similarly, total capital grew by 31.1 percent to reach Birr 726.8 million with paid up capital 
standing at Birr 573 million. 

I am also delighted to report that the Bank has been effectively increasing its market share in both the 
metropolis and regional areas. During the year, one of the major goals of the Bank was to extend its branch 
network and expand all business volumes and customer base. In line with this goal, 27 new branches 
commenced operation, raising the number of branches to a total of 72 by the end of June 2015. 

Such efforts have contributed to a growth in deposit customer base and as a by-product enhanced deposit 
mobilization. By the end of the fiscal year, deposit customer base stood at 108,283, a remarkable growth of 
82.9 percent from the preceding year. Additionally, the Bank has succeeded in mobilizing deposit worth 
Birr 3.1 billion, surpassing last year’s performance of Birr 2.0 billion by 52.5 percent. This growth in deposit 
mobilization has facilitated an increase in loans disbursement. During the year, the Bank has managed to 
increase the outstanding balance of loans and advances to Birr 1.9 billion, which shows an increase of 60.5 
percent over last year’s figure of Birr 1.2 billion. 

Moreover, the Bank has been effective in mobilizing foreign currency of USD 69.2 million, an amount 
exceeding the performance of the previous year by USD 5.7 million (9%). In order to boost foreign 
currency mobilization, the Bank has worked to avail foreign exchange licenses to its branches and has also 
begun working with TransFast and Ria Money Transfer, adding to the four international money transfer 
companies it already partners with. 
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Enhancing service quality and profitability via the utilization of advanced Information Technology 
has also been an area of focus in 2014/15. Within the year, a significant number of ATM cards 
have been distributed to customers to enhance their convenience and satisfaction. The Bank is 
also in the process of launching Mobile Banking and Point of Sales (PoS) services.

The above achievements and efforts have translated into a profit before tax of Birr 138.6 million 
by the end of the fiscal year. Although this increment from the gross profit of the preceding year 
is commendable, it has been inhibited by higher expenses resulting from the Bank’s expansion 
endeavors. During the year, the Bank has opened and commenced operation at 27 new city and 
outlying branches and staffing has grown considerably along with this expansion. This has 
contributed to an overall expense of Birr 234.2 million, a 31.9 percent increase from the expense 
of the previous year.

In closing, I would also like to extend my heartfelt gratitude to our esteemed shareholders, 
our staff, the National Bank of Ethiopia and all other stakeholders as a whole. On behalf of the 
Management, I would also like to thank the Bank’s Board of Directors and I have no doubt that as 
our strong alliance continues, we will reach even greater heights in the years to come.

Thank you.

Abraham Alaro

President



Berhan International Bank S.C. Berhan International Bank S.C.

Annual Report 2014/15 Annual Report 2014/15 9 | Page8 | Page

1.	 Background – Economic Highlight

In 2014/15, the global economy seemed to recover after the deployment of extensive economic policies 

mainly by developed countries. Accordingly, a gradual pickup in advanced economies was recorded 

during the year as per the report of World Economic Outlook (WEO) even though the unexpected weakness 

in North America, accounting for the lion’s share of the growth in advanced economies, contributed to the 

temporary setback. The first half of 2015 implicated the economic recovery in the euro area seeming to be 

broadly on track, with a generally robust recovery in domestic demand and inflation beginning to increase 

with the exception of Greece.

Nonetheless, a slowdown in the emerging markets was registered due to lower commodity prices and 

tighter external financial conditions, rebalancing in China and economic distress related to geopolitical 

factors. In spite of the global financial crisis, most African countries have recorded economic growth in the 

year 2014/15. However, lower oil and commodity prices, uncertain global conditions, the consequences of 

the Ebola outbreak in West Africa and domestic political uncertainties have slowed the levels of growth.

The Ethiopian economy has enjoyed strong economic growth with an average GDP growth over 10 

percent in the past decade, compared to a 5.4 percent average throughout sub-Saharan Africa. Foreign 

Direct Investment (FDI) has been increasing as the country is at the focal point of emerging economies’ 

interest with various delegations of foreign investors from other emerging economies seeking investment 

opportunities in the country. Despite the fact that the economy continued to experience robust growth and 

single-digit inflation, trade imbalance had created a challenge in the availability and stability of foreign 

exchange. 

All in all, in  2006 E.F.Y. Ethiopia continued to prioritize infrastructure development and regional integration, 

mainly focusing on development and upgrading of power supplies, transport, and telecommunications 

facilities including the brand new railway network. Overall, boosting economic activities in general and 

business and investment activities in particular continued to gain momentum, thereby enhancing the need 

for banking services more than ever before.  

2.	 Operational and Financial Performance

2.1 Highlights of Operational Performance

2.1.1 Deposit Mobilization
Berhan International Bank S.C mobilized Birr 3.1 billion in the fiscal year ended June 30, 2015 with an annual 
growth of 52.5 percent. The Bank has registered a net increment of Birr 1.1 billion over the preceding fiscal 
year. Of the total mobilized, saving deposit takes the largest share with 57.8 percent followed by demand 
deposit with 33.7 percent. In addition, the cost of fund of saving deposit has improved to 2.95 percent from 
last year’s 3.12 percent and fixed deposit which stands at a better percentage of 7.97 as compared to last 
year’s 9.3 percent. 

Table 1: Breakdown of Deposit by Type in ‘000 of Birr

Deposit type Jun-15 % share Jun-14 % share
Growth

Absolute %age 

Demand 1,034,645 33.7 644,510 32.0 390,135 60.5

Saving 1,772,517 57.8 1,077,540 53.6 694,977 64.5

Fixed time 260,733 8.5 289,753 14.4 (29,020) -10.0

Total deposit 3,067,895 100 2,011,803 100 1,056,092 52.5

The Bank has also given focus to the expansion of deposit customer base and by the end of June 2015, 
the total number of depositors had reached 108,283 with an 82.9 percent growth from the previous year’s 
performance. The figure below depicts that the Bank has improved deposit mobilization from year-to-
year through intensive operational activities, aggressive branch expansion and establishment of effective 
performance monitoring mechanisms. 

Figure 1: Deposit Performance Trend ‘000 of Birr
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2.1.2   Loans and Advances

As at June 30, 2015, the Bank’s outstanding loan balance was Birr 1.9 billion, recording a growth 
rate of 60.5 percent from the previous fiscal year’s performance. 

Table 2: Breakdown of Loans & Advances in ‘000 of Birr

Sector Jun-15 % share Jun-14 % share
Growth

Absolute %age 

Agriculture and Production 2,109 0.11 1,797 0.15 312 17.36

Transport 261,455 13.75 180,307 15.22 81,148 45.01

Manufacturing 98,219 5.16 56,093 4.73 42,126 75.10

Domestic Trade & Services 776,239 40.82 361,279 30.50 414,960 114.86

Import & Export 357,145 18.78 230,608 19.47 126,537 54.87

Construction Loans 243,609 12.81 248,526 20.98 (4,917) -1.98

Hotel & Tourism 109,388 5.75 69,902 5.90 39,486 56.49

Personal Loan 53,670 2.82 36,182 3.05 17,488 48.33

Total 1,901,834 100 1,184,694 100 717,140 60.53

The figure below portrays that, out of the total outstanding loans, domestic trade takes the lion’s share of 

40.8 percent, followed by import & export 18.8 percent and transport 13.7 percent. Moreover, the Non-Per-

forming Loans ratio (NPLs) has also improved from 3.6 percent of last year’s performance to 2.3 percent.  

Figure 2: Loans & Advances Breakdown

2.1.3 International Banking
The Bank has mobilized USD 69.2 million during the fiscal year ended June 30, 2015 growing by a rate of 
9 percent from the previous year’s performance. The income generated from foreign exchange grew by 
2.9 percent from the prior fiscal year’s performance and had a share of 29 percent of the total income. The 
fact that the branches of the Bank are licensed for foreign exchange operations has facilitated the mobi-
lization and income earned. Furthermore, the Bank has established relationships with Transfast and Ria 
International Remittance Service Providing Companies, in addition to the existing four agents it has been 
operating with, in order to boost its remittance services. 

2.2	  Highlights of Financial Performance

2.2.1	Assets
The total asset of the Bank has reached Birr 4.17 billion with an increment of 48 percent from the 
previous year. The increment of outstanding loan and advances by Birr 710 million, investment in NBE 
bills by Birr 266 million and cash balance by Birr 261 million are the main reasons for this increment in the 
total asset of the Bank.  

2.2.2	Capital

By the end of June 2015, the total capital of the Bank stood at Birr 726.8 million with a growth rate of 31.1 
percent from the previous year’s performance. The paid-up capital has grown to Birr 573 million with a 
31.6 percent annual increment and the subscribed capital to Birr 626 million with a 28.3 percent growth 
rate. The Bank has exceeded the paid-up capital requirement of the National Bank of Ethiopia (500 million) 
before the end of 2016. The total number of shareholders has also reached 9,039.

Table 3: Composition of Capital in ‘000 of Birr

Description Jun-15 Jun-14
Growth

Absolute % age

Total Capital 726,802           554,442      172,360 31.09

Paid-up Capital          573,124            435,532      137,592 31.59

Subscribed Capital          625,966           487,820  138,146 28.32

Number of Shareholders               9,039                8,725            314 3.60

2.2.3	 Income

By the end of June 2015, the total income of the Bank has reached Birr 372.7 million, which is higher than 
the preceding year by Birr 73.5 million or 24.6 percent. Component wise, interest income comprises 56.4% 
and other income the remaining 43.6%.
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Table 4: Composition of Income in ‘000 of Birr

Description Jun-15 % share Jun-14 % share
Growth

Absolute %age 

Interest Income   210,353 56.43 167,764 56.07      42,589 25.39

Non-interest Income    162,385 43.57    131,434 43.93     30,951 23.55

Total   372,738 100    299,198 100      73,540 24.58

2.2.4	 Expenses

The total expense of the Bank has reached Birr 234.2 million with a growth rate of 31.9 percent from the 
previous year’s expense. The largest share of the total expense is generated from the general expense 
(36.9%), followed by salaries & benefits (31.9%) and finally interest expense (31.2%). Salaries & benefits 
have shown an increment of 67.2 percent due to the fact that branch expansion and staffing has grown 
considerably compared to the preceding year. 

Table 5: Composition of Expenses in ‘000 of Birr

Description Jun-15 % share Jun-14 % share
Growth

Absolute %age 

Interest Expense        73,055 31.20      60,593 34.13        12,462 20.57

General Expense       86,357 36.88     72,240 40.69        14,117 19.54

Salaries & Benefits        74,762 31.93     44,708 25.18        30,054 67.22

Total 234,174 100   177,541 100        56,633 31.90

2.2.5	 Profit
The Bank achieved a profit before tax of Birr 138.6 million by the end of June 2015, with a growth rate of 

13.9 percent from the preceding year’s performance. The relatively higher growth of expenses resulting 

from the significant branch expansion activities during the captioned period has affected growth of profit. 

Table 6: Composition of Profit ‘000 of Birr

Description Jun-15 Jun-14
Growth

Absolute %age

Total Income 372,738 299,198 73,540 24.58

Total Expense          234,174       177,541 56,633 31.90

Profit           138,564         121,657  16,907 13.90

Figure 3: Profit Performance trend in ‘000 of Birr

2.2.6	 Performance Ratio
Return on Asset (ROA) at the end of June 2015 was 4 percent compared to the previous year’s figure of 
5 percent. The Return on Equity (ROE) was 20.7 percent and the earning per share with par value of Birr 
1,000.00 was Birr 207.00, whereas the preceding year’s earnings per share was Birr 240.00. The earnings 
per share has declined from last year’s due to the fact that paid up capital has increased by Birr 137 million 
from the preceding year’s balance. 

3.	 Human Resources
At the beginning of the fiscal year 2014/15, the Bank had 693 employees. Currently, the number of 

employees stands at 1,181 with a growth rate of 70.4 percent from the preceding year. The number has 
increased mainly due to the Bank’s aggressive branch expansion. 

4.	 Information Technology
During the fiscal year under consideration, the Bank has accomplished major IT activities that 
have made enormous contributions to the service quality and profitability of the Bank. The Bank 
has been able to automate manual processes such as trade finance modules and payroll system 
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through the core banking system. Other applications such as loan follow up system have also 
been deployed, which have accelerated the credit process. Moreover, a large number of ATM 
cards have been produced and provided to customers. The Bank is currently in the process of 
commencing mobile banking and Point of Sales (PoS) service through ‘Berhan Card’. The Bank 
also plans to plant additional ATMs in business areas and other convenient locations.  

5.	 Branch Expansion

Branch expansion is one of the activities that the Bank has given due attention as a means of deposit 
mobilization and accessibility. The Bank has opened 27 new branches (16 city and 11 outlying), expanding 
the Bank’s total branch network to 72 branches (41 city and 31 outlying) by the end of June 2015.

6.	 Future Plan 

The Bank’s newly designed 5 year strategic plan has been discussed in detail by the Bank’s Board of 
Directors and has been approved and implemented. The Plan focuses mainly on branch network expansion, 
raising the Bank’s capital, deposit mobilization, human resource development, maintaining asset quality, 
enhancing IT infrastructure, providing quality customer service, expanding the Bank’s market share, 
and building a strong foundation for the Bank’s future profitability. Overall, Berhan International Bank 
has registered encouraging growth in the fiscal year ended June 30, 2015 and is now working towards 
accelerating its growth and operational performance as stipulated in the five year strategic plan in order 
to continue this commendable growth in the years to come.

5th Shareholders General Assembly

2014/15 Annual Management Meeting

Holiday Celebrations in Branches
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