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1. Profit Repatriation

While the 2024 Directive required prior approval from NBE before
any profit repatriation by a foreign investor, the Amendment
Directive delegates this mandate to the investor’s preferred
commercial bank, which will effect the repatriation. The list of
required documents set by the 2024 Directive is still maintained. The
Amendment Directive further requires the provision of an
undertaking by the investor that the amount to be repatriated does
not exceed the net profit of the shareholder.

2. External Loan and Supplier's Credit

While previously the approval, registration, and repayment of loans and
supplier’s credit from foreign sources were approved by the NBE, the

Amendment Directive has now delegated this mandate to commercial banks.
Banks can now approve such transactions, provided that borrowers/debtors

fulfil the documents required under the 2024 Directive, including confirmation

that the maximum permitted debt-to-equity ratio is not exceeded.
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3.Foreign Exchange Loan Guarantee

While the 2024 Directive prohibited commercial banks from
guaranteeing foreign loans of private companies, the
Amendment Directive has allowed banks to guarantee such
loans up to 10% of their total capital. In this respect,

commercial banks will have to exercise significant care to

manage their indebtedness and FX risk exposure.
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4. Opening Foreign Currency Accounts
/\ Under the 2024 Directive, foreign companies seeking to open

5. Retention of Export Earnings

The 2024 Directive only allowed exporters to retain 50% of
their export FCY earnings, meaning they would have had to sell
the remaining half to their bank. This was the case for all
exporters of goods and services, except companies in Special
Economic Zones (SEZs), which were already allowed to retain
their full export FCY earnings.

The Amendment Directive has now allowed service exporters to
retain 100% of their export earnings in their foreign exchange
account indefinitely. However, exporters of goods outside SEZs
are still required to surrender and sell 50% of their export

earnings

Foreign Currency (FCY) accounts were required to obtain a
prior approval letter from NBE. However, the Amendment
Directive no longer requires prior approval from NBE, and a
foreign company can open an FCY account by directly dealing

with the commercial bank of their choice.
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6. Advance Payment for Export

Under the 2024 Directive, banks were required to ascertain that
the advance payment came directly from the foreign buyer
before they could issue an export permit. The Amendment
Directive has introduced flexibility, which allows a third party to
transfer payment on the buyer’s behalf, as long as the exporter
agrees to the terms of the agreement that depicts such an

arrangement.
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7. Import Applications: Timeline
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8. Forward Exchange Contracts

The 2024 Directive placed a restriction that import applications
can only be extended for a maximum of 30 days after the expiry
of the normal validity period of 120 days. The Amendment
Directive gives this mandate to banks, which are now free to
decide on an appropriate extension period where customers can

show good cause.

|
Under the 2024 Directive, forward exchange contracts were \ /

subject to prior approval from NBE. The Amendment Directive
allows commercial banks to apply a forward exchange rate for
transactions, considering the existing spot transaction exchange

rate, and the transacting parties are free to choose the type of

exchange rate.

9. International Payment Cards

While previously banks were only allowed to issue international
debit cards upon the presentation of a travel visa and an air
ticket, the Amendment Directive allows the issuance of
internationally recognized cards for all foreign currency account
holders without these requirements. These cards can now be
loaded with foreign currency based on the account holder's
instructions.
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10. Outward Investment '\
A notable addition in the Amendment Directive is the express
inclusion of a provision to obtain approval for outward A —
investment by Ethiopian-based entities. It is permitted on a case-
by-case basis and is subject to prior approval from the NBE.
N2

Concluding Remarks

The Amendment Directive introduces perhaps the most
significant FX management regulatory changes in recent history.
The NBE has, in many ways, stepped back from exercising a
direct stronghold in FX management. The Amendment
Directive delegates certain key mandates to commercial banks,
including the approval of investment profit repatriation and
external loans. Commercial banks thus need to carefully
consider the responsibilities that come with these mandates and

enhance their internal risk management and controls.

Given Ethiopian commercial banks’ potential lack of
streamlined systems and governance, investors are also advised
to exercise caution in their dealings with banks to mitigate

possible regulatory risk exposure.
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