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Board Chairperson’s Message
Dear Esteemed Shareholders,
On behalf of the Board of Directors, it gives me a great
pleasure and sense of pride to present the Bank’s 2018/19
Annual Report. Despite the challenging circumstances, the
bank remarkably performed in both financial and non-financial business endeavors.
The aggregate deposit of the Bank, including deposits collected through interest-free banking services, has gone up
by 21% from the previous year’s balance and reached Birr
11.6 billion. The Bank’s IFB and conventional outstanding
loans and advances reached Birr 7.6 billion witnessing a
growth of 29% from last year’s achievement.

systems and procedures have been undertaken throughout
the year. Besides, the Bank was immensely involved in discharging its corporate social responsibilities to give back to
the society it is working with.
Working hand-in-hand with the management of the Bank,
the Board has focused on maintaining a balance between a
robust growth and sustainability to deliver a long term value to its shareholders. In this regard, the Board continued
to ensure the proper implementation of the Bank’s strategic plan at its breadth, strengthening corporate governance
and institutional capabilities, risk management frameworks
and internal control systems.

Similarly, the paid-up capital of the Bank has grown by 26%
attaining Birr 1.7 Billion, the target set for the year. Subse- Looking forward, the Bank is making preparations to capquently, the Bank’s total capital soared up by 36% from last italize on opportunities that can be brought about by the
year’s position by attaining a balance of Birr 2.5 billion.
economic reforms that the county has embarked on. Current projects to enhance IT infrastructure and related sysDuring the year under review, the Bank has registered a tems upgrades, construction of own building and progress
magnificent growth in revenue. The total income gener- on implementation of the Bank’s strategies are in line with
ated from interest and non-interest income sources has our aspiration to be premium Bank.
increased by 40% from the previous year. The Bank registered a gross profit of Birr 683 million. This achievement is Finally, on behalf of the Board of Directors and on my own
attributed to the collective commitment and effort of the behalf, I would like to take this opportunity to express my
Bank’s staff, Management and the Board of Directors.
deepest appreciation and gratitude to all of you who contributed to the Bank’s success. All these financial and non-fiAs part of its effort to strengthen its asset hold, the Bank nancial achievements would not have been true without
has signed a DB contractual agreement with a prominent the cooperation of our esteemed shareholders, the dynamglobal construction firm to have its headquarters building ic management team and the energetic staff of the Bank,
constructed. The Bank’s request for additional plot of land the National Bank of Ethiopia and our valued customers.
which accommodates its desire for an iconic headquarters I sincerely appreciate and count on your continued support
office has got a positive response from the Addis Ababa City for the future.
Administration and the Bank is now in the process of securThank you,
ing the title deed.
To enhance its sustained growth, the Bank has been involved in various groundbreaking activities. Nowadays, developing and providing customer-centric products, enhancing the quality, efficiency and accessibility of service has
become crucial for the sustainable growth of the Bank. For
these to happen, identifying top talents, developing and
retaining competent and satisfied staff and management
team are essential. To this effect, revision of processes,

Ethiopia Tadesse
Chairperson, Board of Directors
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President’s Message

It is an honor and great pleasure to me to present the corporate performance of the Bank for the year ended June
30, 2019, to our esteemed shareholders, customers and all
stakeholders.
The year 2018/19 was a year of remarkable achievements
in most of the financial and non-financial measures. To feature out some of the remarkable financial achievements,
the deposit position has soared to Birr 11.6 billion increasing by 21% from the previous year record. The Foreign Currency generated during the year exhibited a growth of 50%
from last year’s record. Similarly, the Bank’s revenue went
up by 40% from the previous year and generated an income
worth of Birr 1.8 billion in the year just ended. Accordingly,
the Bank attained a record-high profit of Birr 683 million
and grew up by 63% from last year’s balance.
During the year, the Bank’s total loans and advances
reached Birr 7.6 billion, showing an upsurge of 29% against
the previous year same period. Likewise, the total capital
and asset of the Bank reached Birr 2.5 billion and 15 billion
growing by 36% and 23% respectively, from their preceding
year records.
In non-financial respects, the bank has been commendable
in being accessible on conventional and alternative service
delivery channels. Accordingly, the bank has opened 30 new
branches in the year, amassing its operational branches to
192. Likewise, 25 new ATM machines were installed and
33 additional Abay Bedeje Agents were recruited to deliver
banking services at various locations where the total number of ATMs and Agents reached 65 and 282 respectively.
The Bank’s customer base has reached 625,000 revealing a
trajectory of 31% from the previous year the same period.
Likewise, the number of Card, Mobile and Internet banking
users increased by 59%, 69% and 27%, respectively, from
their subsequent records of 2018. New products and services were innovated and assorted with existing customer
services.

However, all these remarkable achievements were not
without challenges. The undergoing national socio-political
reforms on the one hand, public unrests on the other hand,
were a mixture of the phenomenon of the year impacting
Abay in particular and the banking sector in general. Coupled with these changes, foreign currency shortage, fierce
competition in deposit mobilization, up surging of inflation
and market slowdowns, were the features of the year.
Furthermore, lack of office buildings and increasing rental
prices; unstable market operations especially in Hotel and
Tourism, Construction and Transport sectors; the power
outages and network interruptions, among others, were
the specific performance deterrents.
Despite all these multi-faceted and interwoven hurdles, the
bank remained profitable. As always, we were attuned to
the execution of the Bank’s strategy. Much of our effort was
synergized in correcting our limitations, in exploiting the
opportunities and mitigating the difficulties. Consequently,
the year 2018/19 was marked by notable achievements in
both financial and non-financial respects.
Finally, I would like to take this opportunity to express my
sincere thanks to the management and employees of the
Bank, our valued customers, the National Bank of Ethiopia
and other stakeholders for your delivery, leadership, guidance and the Board of Directors and the shareholders, since
without their profound leadership and support it is unthinkable to meet the aforementioned performance records.
Thank you!

Yehuala Gessesse
President
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Highlights of Major Achievement
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Photo Gallery

Board of Directors’ Meeting

Management Meeting

Sharia Advisory Meeting
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Second Round Foreign Currency Mobilization Campaign Prize Winner
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PART I: THE BOARD OF DIRECTORS’ REPORT

The share of Savings and Demand Deposits, accounted for 70% and 22% of the total deposit respectively,
The Board of Directors of Abay Bank S.C. is pleased to while the share of Fixed Time Deposit declined to 8%
present the Annual Performance Report of the Bank from last year’s proportion of 14%.
for the year ended June 30, 2019. This report contains
two major parts. The first part contains a broader picture of the major operational, financial and non-financial performances; while the second part of the report
covers the Auditors’ report, containing the balance
sheet, income statement and other relevant notes
prepared as per the requirements of IFRS.

1.1. Operational Performance
1.1.1. Deposit Mobilization
During the year just ended, the total deposits of the
Bank reached a record high of Birr 11.6 billion showing
an increment of Birr 2 billion from its previous year
record. The Bank’s aggregate deposit has witnessed
a growth of 21% through the sustained effort of the
staff, the management and the Board of Directors.
From the total deposit Birr 8.1 billion is collected
through savings while demand deposit contributed
Birr 2.5 billion. Deposits mobilized through time deposit, which declined by 31% from the previous year,
stood at Birr 939 million. Compared to the previous
year’s record, both saving and demand deposit mobilization performance showed a growth rate of 32% and
22% respectively. During the year, deposit mobilized
through Interest-Free Banking service has reached Birr
462 million, growing by 60% from last year’s record.
The total number of customers, including customers
of Interest-Free Banking Service, has reached 624,566
as of June 30, 2019, growing by 31% from last year’s
record. The significant growth in customer base indicates the public confidence on the bank is growing incessantly.
2017/18

Figure 2. Share of Deposit by Type

1.1.2. Loans and Advances
In the year just ended, the total loans and advances reached Birr 7.6 billion showing a growth
of 29% from last year the same period. When we
see the distribution of Loans and Advances by
economic sectors, 35% of the total loans and advances were availed to International Trade; while
Domestic Trade Service accounted for 22% share.
On the other hand, 17% of loans and advances
are disbursed to Housing and Construction, 8% to
Transport and Communication sectors, while the
remaining sectors accounted for 18%.

2018/19
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Table1: Loans and Advances by Sectors (in million Birr)

No.

1
2
3
4
5
6
7
8

Sector

2018/19
Amount

Share

2,799
1,327

36
17

Transport & Comm.

616
1,685

8
22

Manufacturing

493

6

Consumers Loan

513

7

Hotel & Tourism
Agriculture

201

3

77

1

Total

Some of Benefeciaries of Loans

7,711

100
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1.1.3. International Banking Operation
Despite the growing challenges and fierce competition in foreign currency earning, we managed to register a growth of 50% compared to the preceding year.
To enhance its foreign currency earnings, the bank
has devised various strategies including the implementation of various incentive mechanisms. To this
end, therefore, Prize linked foreign currency scheme
has been conducted for the second successive year.
During the year, due emphasis was given for the export sector and the proportion of foreign currency
mobilized from the export sector took the lion’s share
(84%) followed by SWIFT (7%), money transfer agents
(3%) and others (6%).
In an attempt to enhance the number of transfer
agents, we were able to recruit two additional money transfer agents and attainting eleven on aggregate,
while working in harmony with the existing ones. Likewise, attempts have continued to establish additional
correspondent banks and RMA relationships where
we have registered encouraging results.

1.2. Financial Performances
1.2.1. Total Asset

Fig 3. Income Composition
1.2.4. Expense
The total expense incurred by the bank during the
year was Birr 1.2 billion, exhibiting a 29% upsurge
from the prior year’s record. As compared to the previous year salary and benefit expenses have increase
by 34% while general expense and interest expenses
have gone up by 31% each. On the other hand, provision on loans and other assets has declined by 17%.
From the total expense the share of Interest took 41%,
while expenditure for Salary and Benefits account for
30%. The share of general expenses and provisions on
loans and other assets is 25% and 4% respectively.
Table 2: Performance of Major Expense Category (in million Birr)

As of June 30, 2019, the total asset of the Bank
reached Birr 15.1 billion showing an increase of
23% from the previous year record. The significant growth was hugely driven by the growth in
loans and advances followed by growth in long
term investment on NBE Bills.
1.2.2. Capital
During the period under consideration, additional capital of Birr 346 million was raised from
shareholders and the paid-up capital of the bank
reached Birr 1.7 billion increasing by 26% from its
previous year record. Whereas, the total capital
of the bank has increased by 36% and reached
Birr 2.5 billion.
1.2.3. Income
In the reporting period, the bank generated a total
income of Birr 1.8 billion demonstrating an overall
growth of 40% from the previous year’s record. In
terms of income composition, 61% of the revenue
was generated through interest income followed
by other incomes and commission income taking
shares of 29% and 11% respectively.

Ending Year

Items

2018/19
469

Interest Expense

349
General Expense
Provision on Loans and Others
Total Expense

284
52
1,154

Growth

2017/18

Absolute

%

358.0

111

31

260
217

89
67

34
31

63
898

(11)
256

(17)
29

1.2.5. Gross Profit before Tax
Profit before tax registered a record high and reached
Birr 683 million for the year ended on 30 June 2019,
demonstrating a 63% growth from the prior year’s record of Birr 419 million.
2018/19
2,000

2017/18

1,837

1,500
1,316
1,154
1,000
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500
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1.3.

Non-Financial Performance

1.3.2. Human Resource Management

During the budget year, the bank has created additional job opportunity for 595 citizens following the
increase in the number of branches and volume of activities of the bank. Accordingly, the total number of
both permanent and outsourced employees rose to
3,284. As part of acquainting the management team
and the staff as a whole with the required compe1.3.1. Branch Expansion
tencies, the Bank has provided various in-house and
As part of enhancing service accessibility, the bank external training for 3,319 permanent employees in
strived to deliver its services in a most convenient and both technical and developmental regards.
nearby locations to customers. To this effect, the bank
has opened 30 additional branches during the year 1.3.3. E-Banking and Information Technology
and out of which 15 branches are opened in Addis
Ababa whiles the rest in various regional towns across Nowadays, most banking services have gone digithe country, making the total number of branches to tal where quests for convenience and accessibilities
are at the center. In this regard, the bank continued
reach 192 as of June 30, 2019.
to modernize its IT systems either through the acquisition of state of the art banking technologies or
through development of new systems by internal capacities.
In this section brief review of non-financial achievements of the bank, such as enhancing service outreach through expansion of Branches and E-Banking
Services, enhancing marketing and Risk management,
and human resources development will be presented.

On the other hand, service outreach through technology platforms have been enhanced by deploying 25
additional ATMs, achievement the number of Point
of Sale machines to reach 76 and by on-boarding 282
Abay Bedeje Agents throughout the country. Meanwhile, a lot of coordinated activities have been undertaken to broaden the number of users and the number of transactions processed through these digital
banking services where significant growth is recorded
during the year. To this end, the number of ATM cardholders reached 100,133; and the number of mobile
and internet banking service users also rose up to
94,595 and 3,136, respectively.

Branch Inauguration Ceremony
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1.3.4. Corporate Social Responsibility

tire operation is being carried out in compliance with
internal rules and regulatory requirements to protect
As a corporate citizen, the bank endeavors to discharge the bank and all the stakeholders from unprecedented
its social responsibility in areas where its contribu- risks or from those risks inherent to the sector.
tions will have impacts on the well-being of the society. During the period, a total of more than Birr 15.6 1.4. The Way Forward
million was provided in aggregate to support Beautifying Sheger, a project proposed by our Prime Minister, Though the competition in the industry is expected
to support displaced people in various regions of the to be getting fiercer, we will strive to keep the growth
country and other charity activities.
momentum registered in previous years taking into
account the expected economic stimulation driven by
the on-going economic reform agenda of the Ethiopian
government and the government’s move to enhance
peace and stability in the country.
As part of our strategic initiatives, ground works are
under way to modernize the bank’s IT infrastructures
and system by acquiring state of the art Core-Banking
System and related infrastructures on the one hand
and launching construction of Headquarters and other
regional offices on the other hand will be among our
major objectives of the year besides our core operations .

Participation of Plantation

1.3.5. Risk Management and Compliance
Nowadays deploying prudent risk management system has become vital to players in the financial sector like ours. To this end, the bank reviewed internal
guidelines, procedures and policies to maintain strong
corporate Risk management Framework supported
by effective governance where the Board of Directors
closely reviews the status of senior management’s
actions on any non-compliances reported by internal
control or Risk management functions.
The Senior Management, on the other hand, has integrated the overall Risk management frameworks to
overall risk management process to ensure that the en18
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