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National Bank of Ethiopia Relaxes Currency Rules fueling
hopes for manufacturers.

News Article from ADDIS Fortune, January 2024.
"It's a progressive move for the country's manufacturing sector,"

Authorities at the National Bank of Ethiopia (NBE) have lifted a consequential
restriction imposed on manufacturers, removing a cap on the number of proforma
invoices they can submit to commercial banks for foreign currency requests. Central
Bank's Governor Mamo Miheretu's decision two weeks ago is a relief to an industry
troubled by sourcing issues due to the previous limitation on importing inputs from
multiple suppliers.

Under the new policy, commercial banks are authorized to process more than
two proforma invoices, given that the importer can demonstrate the necessity of multiple
sources to compile the required inputs for production. This shift in policy is particularly
crucial for industries like pharmaceuticals, where a diverse range of inputs is often

essential.

According to YeneHasab Tadesse, the central bank's director for the Foreign
Exchange Department, the initial cap was introduced to streamline the foreign currency
request process and ensure equitable access. However, after two years of case-by-
case handling of requests for multiple proforma invoices, the central bank recognised

the cap's adverse impact on the manufacturing sector and decided to rescind it

Tadesse Hatiya, president of Sidama Bank, noted the growing frequency of
complaints."Stringent oversight to identify loopholes will be necessary," he said of the

new procedure.

The move was partly in response to increasing complaints from manufacturers about

the limitations imposed by the performance invoice cap, with the pharmaceutical



industry being particularly vocal. The domestic pharmaceutical industry, whose leaders
had recently appealed to Governor Mamo over the two-invoice cap, would benefit from

this policy change.

In November, Ethiopia became a signatory of the African Medical Agency Treaty,
requiring inspection fees in the source country's foreign currency to determine product
suitability. The treaty added another layer of complexity for pharmaceuticals in obtaining

foreign currency, especially amid a partial shipment ban.

The Ethiopian Pharmaceuticals Suppliers & Manufacturers Sectoral Association
(EPSMSA), representing 24 members with only 15 active, sees this development as an
opportunity to expand markets beyond Ethiopia, thereby increasing foreign currency
revenues. Domestic manufacturers supply only a fraction of the country's
pharmaceutical needs, accounting for eight percent of the stock worth 10 billion Br last
year, a significant decrease from peak years when it reached approximately 25pc. They
supply 13 of the 800 varieties distributed by the federal agency in charge of

pharmaceutical procurement.

Etsegenet Berhe, a significant shareholder, manages Tana Drilling & Industries
Plc, incorporated with 600 million Br capital, with plants in the outskirts of Addis Abeba.
He believes the cap failed to consider various businesses' diverse and complex input
needs. The company, which requires regular imports of materials like dyes, calcium
carbonate, lithium, and stabilisers, has faced an operational downturn due to foreign

currency constraints.

The company received permits for 5,000 dollars in letters of credit seven months
ago, despite needing around three million dollars annually. According to Etsegent, the
company needs at least 10 proforma invoices to import inputs from South Korea, the
United Arab Emirates, and China.



"It's meaningless to access letters of credit if all the inputs are unavailable,"
Etsegent told Fortune. "The cap removal is a step towards more realistic business

operations."

Eshetu Fantaye, a veteran banker, echoed the sentiment, commending the
removal of the cap. He saw the cap unintentionally creating a regulatory loophole,
allowing agents to aggregate items under a limited number of invoices, which strained
the foreign exchange reserves. Eshetu believes that the policy change will help address
the risk of over-invoicing and encourage a more efficient and transparent system for

manufacturers.

"It's a progressive move for the country's manufacturing sector,"” said

Eshetu.

The policy change also benefits larger industrial entities.



