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Official Name: Federal Democratic Republic of Ethiopia

Location: Ethiopia is a country located in the Horn of
Africa. It shares borders with Eritrea to the north and
northeast, Djibouti and Somalia to the east, Sudan and
South Sudan to the west, and Kenya to the south.

Surface Area: Total area 1,104,300 km”.
Time Zone: EAT (UTC+3).

Income Category: lowest level of income

Religion: Christianity 62.8% [ Islam (33.9%) |
traditional faiths (2.6%).

Language: Oromo 33.8%, Amharic 29.3%, Somali 6.2%,
Tigrigna (Tigrinya) 5.9%, Sidamo 4%, and English is
major foreign language taught in schools.

Government: Ethiopia is a multi-party federal
democracy with legislative authority resting with the
government headed by an executive prime minister and
the elected House of Representatives (547 members)
and the House of Federation (110 members).

The Prime Minister is chosen by the party in power
following multi-party democratic national and federal
state elections which are held every 5 years. Parties can
be registered at either the national or the federal state
level. The President is elected by the members of the
House of People’s Representatives.

Climate: tropical monsoon with wide topographic-
induced variation.

Natural Hazards: geologically active Great Rift Valley
susceptible to earthquakes, volcanic eruptions; frequent
droughts.

River flood: High | Urban flood: High | Extreme heat: High [
Wildfire: High | Landslide: High | Volcano: High | Earthquake:
Medium | Water scarcity: Medium | Tsunami: No Data |
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Redion Eastern Africa UN membership date 13 November 1945
Population (000, 2023) 123 3802k Surface area (km2) 1104 300¢

Pop. density [per km2, 2023) 123.4ab Sex ratio (m per 100f) 100.9ab

Capital city Addis Ababa National currency Ethiopian Birr (ETB)
Capital city pop. (000, 2023) 4 532.0d Exchange rate (per US$) 53.3b

Economic indicators 200 2015 2023

GDP: Gross domestic praduct (million current US$) 26 311 63079 99 269¢

GDP growth rate (annual %, const. 2015 prices) 126 104 5.Ge

GDP per capita (current US$) 2948 6156 825.3¢
Economy: Agriculture (% of Gross Value Added) 453 368 39.2¢
Economy: Industry (% of Gross Value Added) 10.4 17.5 22.8¢
Economy: Sarvices and other activity (% of GVA) 443 437 38.1¢
Employment in agriculture (% of employed)® 736 68.3 63.7¢
Employment in industry (% of employed)® 749 89 10.1¢
Employment in services & other sectors (% employed)® 184 228 26.2¢
Unemployment rate (% of labour force)® 2.3 26 4.0

Labour force participation rate (female/male pop. %) 2 7437688 744/ 876 75.1 /861
CPI: Consumer Price Index (2010=100)" 100 205 Gh2b
Agricultural production index (2014-2016=100) 8z 10 116+
International trade: exports {million current US$) 2 330 2024 71288k
International trade: imports (million current US$) 8602 17 B86 101 088sb
International trade: balance (million current US$) -6 272 - 15 662 - 93 960 eb
Balance of payments, current account (million US$) -636 -7 567 -4 507«
Major trading partners 2022
Export partners (% of exports)® Somalia 118 United States 108 Germany 80
Import partners (% of imports)® China 6.4 India 157 United States 76
Social indicators 2010 25 2023
Population growth rate (average annual %) 28 27 25ab

Urban population (% of total population) 173 19.4 21.2d

Urban population growth rate (average annual %)% 4.6 49

Fertility rate, total (live births per woman) 5.2 45 4.1ab

Life expectancy at birth (females/males, years) 618/577 66.3/61.1 68.9/62 62>
Population age distribution (0-14/60+ years old, %) 45.1 /4.4 425146 39.6/4.9ab
International migrant stock (000/% of total pop. )" 5687 /0.6 11616/1.2 10855/09i
Refugees and others of concern to the UNHCR {000) 155.4i 7057 537050
Infant mortality rate (per 1 000 live hirths) 54.4 432 31.9ab
Health: Current expenditure {% of GDP)¥ 5.5 38 3.5i

Health: Physicians (per 1 000 pop.) -0.0! 0.1i
Education: Government expenditure {% of GDP) 4.5 47 37k
Education: Primary gross enrol. ratio (f/m per 100 pop.)  88.0/95.2 96.1/ 1058 101.1 /110.8¢
Education: Lowr. sec. gross enrol. ratio (f/m per 100 pop.) 395/ 462 420/ 439 409 /458m
Education: Upr. sec. gross enrol. ratio (f/m per 100 pop.) 134 /19.1 17.441717 105/11.7n
Intentional homicide rate (per 100 000 pop.) 8.6e

Seats held by women in the National Parliament (%) 219 278 41.3p
Environment and infrastructure indicators 2010 2M5 2023
Individuals using the Internet (per 100 inhabitants) 0.ge 139 16.79¢
Research & Development expenditure (% of GDP) 0.zr 06s 0.3rm
Threatened species (number) 120 145 237b
Forested area (% of land area) 158 15.4 16.1i

C02 emission estimates (million tons/tons per capita)™ 164 / 0.1 222701 2797011
Energy production, primary (Petajoules)t 1212 1327 14Mi
Energy supply per capita (Gigajoules)! 14 14 14i
Tourist/visitor arrivals at national borders (000) " 468 864 518¢
Impaortant sites for terrestrial biodiversity protected (%)  13.1 15.0 16.4b

Pop. using safely managed drinking water (urban/rural, %) 369/ 16 376/ 31 38.6/5.8b
Pop. using safely managed sanitation (urban/rural %) 143/25 157/34 17.4 /4.2b
Net Dfficial Development Assist. received (% of GNI) 11.58 5.04 3.68¢

a Projected estimate (medium fertility variant). b 2022. ¢ 2021. d 2019. e Estimate. f Calculated by the UN
Statistics Division from national indices. g Data refers toa 5-year period [urel:eding the reference year. h Includi
refugees.i 2020. j Data as at the end ongacemher. k Data refer to fiscal years héginning 8 July. 1 2009. m 2017.n
2018. o 2012, p Data are as at 1 January of reporting year. q Population aged 10 years and over. r Break in the time
series. s 2013t Excluding Fritrea. u Data refer to fiscal years beginning 1 July. v Arrivals through all ports of antry.

w Including nationals residing abroad. World Statistics Pockethook 2023
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KEY HIGHLIGHTS

" The Ethiopian insurance industry is regulated by The National Bank of Ethiopia (NBE).

® Motor third-party liability insurance and professional indemnity insurance for insurance intermediaries are compulsory classes
of insurance.

® Composite insurance is permitted in Ethiopia.
®  The government does not permit FDI in the insurance industry.

® Non-admitted insurance is prohibited in Ethiopia. However, unauthorized reinsurance companies can reinsure risks located in
Ethiopia on a cross-border basis.

(A) Historical Landmarks and Regulatory Environment

= 19th c The earliest insurance transactions were reported.

= 1905 The Bank of Abyssinia started underwriting fire and marine business on an agency basis.

= 1923 The Swiss insurer Baloise set up a branch office in Addis Ababa and was soon followed by other foreign
companies working on an agency basis.

= 1939 During the Italian occupation (1936 to 1941), Italian companies operated but, when Ethiopia was
liberated, other European insurance companies restarted activities.

= 1951 The first national company, the Imperial, was set up. The company started selling policies in 1952.

= 1950s / 1960s More local companies were established, reaching a total of 13.

= 1975 All insurers were nationalized by the communist government and the Ethiopian Insurance Corporation
(EIC) was formed.

= 1994 The market reopened, but for local insurers only.

= The supervision of banks and insurers became governed by the Monetary and Banking Proclamation No
83/1994.

= 2012 Under the terms of the Vehicle Insurance Against Third Party Risks Proclamation No 559/2008 gazetted
on 9 January 2009 and enforceable from 1 January 2012, it became compulsory for all vehicle owners to
effect suitable motor insurance.

= The most recent legal basis for the insurance industry in Ethiopia became Proclamation No 746/2012, A
Proclamation to Provide for Insurance Business, of 22 August 2012.

= 2013 The Minimum Paid up Capital for Insurers Directives No SIB/34/2013 issued by the National Bank of
Ethiopia came into force on 15 April 2013 establishing a considerably higher level of capital as a minimum
requirement.

= 2014 The Reinsurance Company Establishment Directive No SRB/1/2014 paved the way for the first local
reinsurer with a 31 December 2015 deadline for capital to be in place for the first application with trading
due to commence in 2016.

= 2015 New microinsurance legislation was introduced under the Licensing, License Renewal and Product
Approval for Microinsurance Providers Directive No SMIB/1/2015.

= 2016 Ethiopian Reinsurance SC was established and began trading on 1 July 2016. New legislation was
introduced for insurers to implement policies and procedures for reinsurance under Manner and Criteria of
Transacting Reinsurance Directives No SIB/44/2016 including compulsory cessions.

= 2017 On 1 January new legislation took effect to address insurance company solvency under Licensing and
Supervision of Insurance Business Margin of Solvency Directives No. SIB/45/2016.

= In 2018, the Insurance Fund announced plans to develop a database collecting all motor accident related
information. The system (Motor Third Party Liability System) will include a vehicle database and interlink all
official parties involved in motor liability issues, from insurers to medical institutions and government entities
as well as allowing for settlement of medical expenses.

= InJuly 2019, the Ethiopian Council of Ministers passed two draft Bills, among other things, envisage allowing
foreign nationals of Ethiopian origin to engage in the financial sector.

= In 2021, Parhelion, a UK-based specialist energy and climate risk finance company, and FSD Africa, the UK
Government's flagship financial sector programme in Africa, have announced plans to launch a first-of-its-
kind underwriting facility, backed by East African insurers, to de-risk early-stage development of geothermal



energy projects with the capacity to significantly expand electricity access and energy sector resilience in
Kenya and Ethiopia.

Also in 2021, Reinsurers advise insurance firms in Ethiopia to suspend accepting new applications from
customers seeking to buy political violence and terrorism cover.

In 2022, The National Bank of Ethiopia (NBE) has raised the minimum capital for insurance companies by
567%. This new requirement came into effect on 15 September 2022. This change is the first of its kind since
2013. On the other hand, the National Bank of Ethiopia (NBE), is considering opening up the insurance and
microfinance sectors.

Also, in 2022, African Reinsurance Corporation has announced that it would lift partially its unilateral ban on
the issuance of new political violence treaty (PVT) insurance cover for capital assets in regions in Ethiopia
under a state of emergency.

In 2023, The National Bank of Ethiopia (NBR) has set up a deposit insurance fund to serve as a financial safety
net for depositors of commercial banks and microfinance institutions. The Ethiopian Deposit Insurance Fund
has been established as per Council of Ministers Regulation No. 482/2021.

Also, in 2023, Amhara Bank, incorporated in June 2022, and other promoters are working to establish an
insurance company in Ethiopia with a paid-up capital of ETB2bn (537.7m), the largest amount of initial capital
for a new insurer in the country.

It was reported in 2018 that the insurance industry had been targeted by the Ethiopian Revenue & Customs
Authority (ERCA) for payment of up to ETB 1bn (USD 36.41mn) on expired customs guarantee bonds. The
bonds had been issued to the construction industry to cover machinery on major projects.

In 2024, The National Bank of Ethiopia (NBE), has announced that an independent insurance regulatory
agency will be established by June 2025 in what will be a game-changing development.

Also, in 2024, The UNDP has established an Insurance Risk Financing Facility (IRFF) to help communities and
businesses in Ethiopia manage shocks.

* Insurance Regulator

The National Bank of Ethiopia (NBE) https://nbe.gov.et/ A "j;ﬁﬂ.n
Ethiopia's insurance sector remains strictly regulated, with direct bans and vﬂﬁn S )
product controls by the National Bank of Ethiopia (NBE).

Notably, foreign participation in the sector is largely prohibited with an
outright ban on FDIs, which limits available capital and reduces competition. Non-admitted insurance is also
strictly prohibited with some exceptions made for reinsurers. In 2019, the Insurance Business Proclamation
was amended to allow Ethiopian-born foreign nationals to operate in the sector, while also introducing rules
for Islamic insurance (takaful).

The NBE, and other government entities, retain considerable latitude to enforce regulations and set the
parameters of business operations. That said, regulation of the insurance sector is relatively less intrusive
than that of the commercial banking sector.

= Insurance Professional Bodies:

e Association of Ethiopian Insurers (AEl) was reinstated in 2002
e The Association of Ethiopian Insurance Brokers was established in 2003.
¢ Society of Insurance Professionals (licensed in April 2003).

» Key Insurance Legislations & Regulations:

The following requlatory provisions govern the insurance sector in Ethiopia:

e Proclamation No. 746/2012: Disseminated on August 22 2012, the LEGISLATION & @
directive covers the guidelines for the establishment of insurance .—Q m
businesses in the country. The law reiterates the prohibition on foreign 6} \ I

ownership and grants the NBE the right to approve any substantial


https://nbe.gov.et/

transfer of shares, as well as a say in shareholder meetings. It also limits individuals to a maximum 5% of
total shares and, as is the case with commercial banks, gives the NBE the authority to dismiss senior
leadership as it sees fit.

e The Minimum Paid up Capital for Insurers Directives No SIB/34/2013 issued by the National Bank of
Ethiopia establishing a considerably higher level of capital as a minimum requirement, and its
amendments by Directives No SIB/57/2022.

e SIB/39/2014 — Insurance and Reinsurance Business Fraud Monitoring.

e Proclamation No. 1163/2019 (Amendments): Amendments to the cornerstone 2012 legislation, which
introduced rules for licencing takaful companies, supervision for reinsurance and opened up ownership to
Ethiopian-born foreign nationals.

e SRB/2/2022 - Prudential Requirements for Reinsurance Companies

e SIB/60/2023 — Motor Insurance Minimum Premium Rate

* Form, Company Registration and Licences:

The NBE is responsible for the licensing and supervision of insurance businesses.
All insurance companies are required to be licensed. Foreign applicants, however, or applications from
organisations with even partial foreign ownership would not be granted a licence. Since February 2015, it has
been possible for a microfinance institution to provide insurance subject to specific conditions.
Insurance company licensing requirements are in terms of the Requirements for Licensing and Licence
Renewal of Insurance Business Directive No SIB/33/2013.
The requirements include:

- completed application form

- Ministry of Trade and/or Regional Trade Bureau registration

- company prospectus

- evidence of paid-up capital

- articles and memorandum of association

- proof of ownership or lease agreement in respect of company premises

- full disclosure of influential shareholders (holdings of 2% or more) and office holders

— in-depth business plan

- specimen wordings, endorsements and proposal forms

- schedule of premium and commission rates

- reinsurance programme.

= Types of Licences:

- Composite insurance companies are permitted but separate licences are required for general and long-
term business.

- "Long-term" is defined as life insurance, annuity, pension, permanent health insurance and personal
accident or sickness insurance written as a rider to other defined long-term business. All other business is
regarded as "general.

- By definition, health insurance other than permanent health, is classed as general or non-life business. In
practice, however, the life departments of local companies often deal with health insurance as a life class.

- Microinsurance may be provided by either a life or general insurer under their existing licence. Under
recent legislation a specialist microinsurer may apply for a suitable licence. Microinsurance may be
provided by a microfinance provider which, though not possessing an insurance licence, must hold a valid
microfinance licence amongst other operating criteria.

= Capital Requirements:
The National Bank of Ethiopia (NBE) has raised the minimum capital for
insurance companies by 567%. This new requirement came into effect
on 15 September 2022 (Directives No SIB/57/2022). This change is the
first of its kind since 2013 (Directives No SIB/34/2013).

Local insurers are now required to have the following minimum capital:



- 400 million ETB (7.5 million USD) instead of 60 million ETB (1.1 million USD) for non-life companies
- 100 million ETB (1.9 million USD) instead of 15 million ETB (283 450 USD) for life companies

= Compulsory Insurances

List of Compulsory Insurances

ompulsory Insurance

Motor insurance in respect of death or injury to third parties and
also damage to third party property. Compulsory third party
motor covers are subject to a rating tariff. The tariff is established
by the Ministry of Transport Insurance Fund Board.

Marine cargo imports.

Professional indemnity insurance for insurance brokers, insurance
agents, insurance surveyors and loss adjusters.

Aviation third party liability: In terms of Article 63 of Civil Aviation Proclamation No 616/2008, effective as
at February 2009, air carriers are required to have in place an insurance policy that meets the minimum
requirements of both local laws and international agreements.

Insurance, not defined - assumed to be liability, in respect of insurance company premises.

Personal accident insurance for domestic workers seeking to obtain visas to work in Arab countries.

= Pools:

The pools operating in the Ethiopian market are as below.

The Vehicle Insurance Against Third Party Risks Proclamation No 559/2008 gazetted on 9 January 2009
and enforceable from 1 January 2012 provides for the creation of an insurance fund designed to pay for
emergency medical treatment in respect of any person injured by a motor accident. The fund also
provides compensation to third party victims of motor accidents where the damage is inflicted by an
uninsured or unidentified vehicle. The fund, known as the Insurance Fund, is run by the Ethiopian
Insurance Corporation (EIC) on behalf of the Ministry of Transport. It is paid for by a 10% levy applied to
third party motor premiums and paid by insurers directly to the fund. In 2013, changes made by the
council of ministers led to the establishment of the Insurance Fund Administration Agency (IFAA).

Foreign Ownership:

As specified under Articles 2.8 and 10 of Proclamation No 746/2012, A Proclamation to Provide for
Insurance Business, no foreign ownership of insurance companies, even minority holdings, is permitted in
Ethiopia.

The foreign ownership rules apply to insurance, reinsurance and microinsurance providers alike.

= Position of Non-Admitted Insurers:

Non-admitted insurance is prohibited in Ethiopia. However, unauthorized reinsurance companies can
reinsure risks located in Ethiopia on a cross-border basis.

= Statutory Tariffs

Compulsory third party motor covers are subject to a rating tariff. The tariff is established by the Ministry of
Transport Insurance Fund Board.

= Reinsurance Business:

Reinsurance business is subjects to the following requlations:

- SRB/1/2014 — Reinsurance Company Establishment
- SRB/2/2022 - Prudential Requirements for Reinsurance Companies reinsurance
- SRB/3/2022 — Fees on A Reinsurance Company ' )




= Structure of the Ethiopian Insurance Sector:

Ethiopia's insurance sector consists of
general insurance and long-term
insurance, and insurance companies
need to have separate licenses for each.

At end-June 2023, the insurance industry
in Ethiopia consisted of 18 Insurers; 1
state-owned and 17 private insurers — 12
operate in both general and long-term
insurance and the remaining 6 in general
insurance only.

At present, there are no insurance
companies dedicated exclusively to
providing long-term coverage.

In addition, 1 locally incorporated
Reinsurance Company (Ethio-Re), around

(B) Insurance Market Statistics & Performance

National Bank of Ethiopia (NBE)

1 1

Insurers Reinsurers Other Insurance Market Players
(18) 1) (2,521)
1
Insurance Agents
Public-sector| | Private-sector B (2.349)
(D (17)
_| Insurance Brokers
- Long-Term (Life) Insurers (61)
Composite — (0)
IﬂS{l{i;Ei’S | | Loss Assessors
| | General (Non-life) Insurers (105)
@ _| Insurance Surveyors
Composite Insurers ()
- 9) Insurance Actuaries
i @
Loss Adjustors
L] n

2,716 insurance agents, 62 insurance brokers, 114 loss assessors and 3 surveyors are operating in the sector.

Africa Re and PTA Reinsurance Company (ZEP-RE), which have considerable presence in the sector, have contact
offices in Ethiopia. These two reinsurance companies transact their reinsurance business in local currency.

List of insurance companies 2022 (in alphabetic order)

5™ Mame [Establishment
Yiar
1 Abay Insurance Company 20140
2 Afnica Insurance Company S.C 19%5
3 Awrash insurance company 5.C 14954
4 Berhan Insurance Company 5.C 11
] Buna msurance companmy e
[ Ethiopian Insurance Corporaton 19%5
T Ethiopia life and general insurance compamy | 2008
] Global Insurance Company 5.C 1997
k Lion Insurance Company 5.C 2007
10 | Lucy insurance company M1z
11 Mational insurance company 1954
12 | NIB insurance coTngamny i1
13 | Nile insurance coTngamny 14955
14 | Myala Insurance company 5.C 14955
15 COromia INSUTANCE COMpany i
16 | Tschay insurance company H1E
17 | The United Insurance 5.C 1997
18 | femen Insurance company 200

The largest single company by far is the
state-owned Ethiopian Insurance
Corporation (EIC). The EIC was
established in 1976 and enjoyed a market
monopoly on all forms of insurance until
1994, when the market was opened up to
private investors. As of the end of June
2022, NBE data show that EIC had 91
branches across the country and total
capital stood at ETB2,924mn - almost
double the size of the second largest
insurer Awash Insurance Company
(ETB1,551mn). EIC offers a wide range of
products in both the life and non-life
segments, and continues to grow
strongly, benefiting from its scale and
dominant position.




Branch Network & Capital of Insurance Companies as at June 30, 2022
—————————————————————————————————————— ———- 30 i Number and Capitalin Millions.of Bire)

Branch Capital
Insurance Companics 2020/21 2021/22 2020/21 | 2021422 % Change
AA Replons Towd AA Regions  Total A B C=R/A

I |Bhiopian nsurnce Corporation o) 9240 33760
2 |Awash Insurnce Company '] n 52 0 Rl & 15510 |, 08,0 14
3 |Afnca Insurance Conpany 18 £y I3 14 32 3670 4100 1.7
4 [Mational Insurance Corporation of Fhiopia P 17 k2] n 17 kY] 2061 2960 437
5 |United Insunnce Company 2 12 40 ) 13 43 T30 970 2
6 |Gobal Insurance Company 12 i ] 12 ] il 2300 2800 217
7 |Mike Insurance Company 0 n il i3 N 51 6780 9400 380
8 |Nyah Insurance Company 17 18 35 13 18 36 L0 1, 260.0 01
9 |Nib Insurnce company 3 14 42 kIl 15 45 TR0 440 175
10 | Lion Insumnce Company 16 20 i 19 » 41 3800 3460 A9
11 Ethio-Life & General Insuranee .0 18 f | n f i 1870 2180 219
12 |Oroma Insurance Company n i 43 paj 15 50 6.0 9720 409
13 [Abay Insurance S.C 15 14 p] 16 15 i 3510 5160 3510
14 [Berhan Insurnce 5.C 13 8 P 15 8 n 150 26,0 N
15 |Tschay Insurance 5.C 19 9 gl n 10 32 A0 3TRO 219
16 |Luey [nsurance 16 f n I8 f i 1120 162.0 44|
I7 [Bunna Insurance 5.C. 16 12 H 17 12 ! 2140 2550 192
18 | Zemen Insurance 5. 2 1 3 12 3 15 130 1534.0 185
Total M5 190 635 is 0% 690 11,0646 13,378 109
Source: Insurance Companies Note: AA=Addis Ababa

Source: NBE 2021-22-Annual-report

= Life and Non-Life main indicators 22018-2022

Total Direct Premiums Written 2018 2019 2020 2021 2022
Direct Premiums Written (USS mn) 306 356 368 387 469
Total Insurance Growth (%) inflation-adjusted  4.9% 6.1% 3% 3.8% 7.5%
Penetration (%) 0.4% 0.4% 0.4% 0.4% 0.4%
Direct Density (USS) 3 3 3 3 4
Premiums Life Direct Premiums Written 2018 2019 2020 2021 2022
Written Direct Premiums Written (USS mn) 17 20 20 21 25
2018-2022 Life Insurance Growth (%) inflation-adjusted  3.1% 8.7% 3% 3.7% 4.7%
Penetration (%) - - - - -
Density (USS) - - - - -
Non-Life Direct Premiums Written (*) 2018 2019 2020 2021 2022
Direct Premiums Written (USS mn) 290 336 347 365 443
(*) Including PA & Non-Life Insurance Growth (%) inflation-adjusted 5% 5.9% 3% 3.9% 7.7%
H Business Penetration (%) 0.4% 0.4% 0.4% 0.4% 0.4%
Density (USS) 3 3 3 3 4
5
450 = = . 5%
200 /[Bﬁ ................. :-_. ................. ob s al .
3m0 7 S —
300
£ 250 %
W 200
2 150 5%
100
e 5 H B N b
0 T T T i MNan-Life Direct Premiums Written 2022

2018 2019 2020 2021 2022 H Life Direct Premiums \Writtem 2022
Mon-Life Direct Premiums Written Life Direct Premiums Written

Source: Swiss Re Sigma Explorer (http://www.sigma-explorer.com) accessed on April 10, 2024
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= Ethiopian Insurance Industry’s Performance as of June 30, 2023

In "000 Birr

2022/23 2021/22
Item Non-Life Life: Total Total
Gross Prermium 21,459,674 1,462,714 22,922,388 14,665,406
Net Prermiurm 14,587,678 1198414 15,784,112 10,310,303
Ret Ralio (%) 48 82 &9 42
Met Earned Premium 11,692,644 1,136,898 12,827,544 ?.212.955
Met Claims Incurred 4,823,941 717,393 7.541,354 5127770
Loss Ratio (F) 58 &3 59 56
Total Asset 45,021,291 3,707.011 49,728,302 40,857 .67%
Total Capital 14,729,144 1.624,984 146,354,128 13,380,124
Profit after Tax 3,239,654 392,963 3,632,617 2824014

Source: EthiopianRe Annual Report JUNE-2023 - December 2023

At end-June 2023, total assets, liabilities, and capital of the insurance sector stood at Birr 49.7 billion, Birr 33.4
billion and Birr 16.3 billion, respectively (Table 11). While general insurance accounted for 90% or more of each,
life insurance remained a nascent business. The insurance industry accounted for slightly less than 2% of the
total assets of the financial sector, but saw an increase of 21.8% from the previous year.

The growth in assets is largely attributed to the increase in current assets of bank deposits, which constituted
39.0% of total assets and increased by 34.7% from the previous year. The 21.8% growth of total assets was
financed by an increase in liabilities (by Birr 6.0 billion; 67.4% of the total asset increase) and equity (by Birr 2.9
billion, 32.6% of the total increase).

Financial Performance of the Insurance Sector (billion Birr)

June June June June  June 2062;.2%;3

Item 2019 2020 202 2022 2023 (%)
Assets
Total Assets 20.8 29 39.1 40.8 49.7 21.8%
Total Investment 13.2 15 19 22 289 31.4%

Investment In Equity 2.6 2.3 3.6 49 5.9 20.4%

Bank Deposit 2.5 10.3 13.3 14.4 19.4 34.7%
Current Assets 13.3 20.3 29 28.3 351 24.0%
Liabilities and Capital
Total Liabilities 12.7 19.4 28 27.4 334 21.9%
Total Equity 8.2 9.5 1.1 13.4 16.3 21.6%
Current Liability 12.2 8.9 273 26.7 32.5 21.7%
Outstanding Claims 3.6 7.6 13.5 10.4 1.6 1.5%
Met profit/loss Before tax 1.9 23 27 3.3 4.1 24 %%

Source: NBE Database

The profitability of the sector is sound. It generated a net income before tax of Birr 3.7 billion and Birr 0.4 billion
from the general and long-term insurance business, respectively, corresponding to a return on equity of 25.0%
for both classes of business. However, inflation led to losses on insurers’ fixed income holdings of bank deposits,
their largest asset class. 5-year average return on investment of the sector was 10.0%.

The insurance sector’s premium grew by 37.5% to Birr 22.9 billion at end-June 2023, roughly in line with the
level of inflation (or reflecting about zero real growth). Compared to 7.8% growth of life insurance, the general
insurance business increased at a faster rate by 40.1% to reach Birr 21.5 billion.


https://ethiopianre.com/wp-content/uploads/2024/01/ANNUAL-REPORT-JUNE-30-2023-FINAL.pdf

Profitability of the sector as measured by a combined ratio — the aggregation of the loss ratio (net incurred
claims relative to net earned premium) and the expense ratio (underwriting expenses relative to net earned
premium) — remained below 100% in 2019-2023, indicating that the sector is making profits from insurance
operations.

During this period, the historic loss-making motor class of the business exhibited improvements in claims ratio
due to measures taken, which included increasing premium rates and a more cautious management of risks
covered in this class of business.

General Insurance Business Operational Performance

= T
wlew 9RO —— 587 % 911 %
( &% 42% L e e
—_——
T 1 307 3T F5Hr
JUIM-19 JUMN-20 JUM-2 U222 JUMN-23
—— Combined Ratic —— Claims Ratio —— Expense Ratio

Source: MBE Database

Net claims to the industry grew by 46 % from the previous year at end-June 2023, higher than inflation.
Equity as a percentage of liability stood at 48.3%, which is well above the 20% minimum prudential requirement.

Solvency ratio — statutory capital to required capital — which is expected not to fall below 100%, stood at
243.0%. The sector is liquid with a liquidity ratio of 94.6%.

Key Soundness Indicators in the General Insurance Business, 2019-2023

AT} 37804 A3 %

_ 05% —
A% -

—_ 243%
=l —

257 % 95.8 9% P58 % 0683 0 85
52.8% 38.0% 513 % 53.8% 48.3%
JUM-12 JUMN-20 JUM=21 JUN-22 JUN-23

— Liquidity Ratioc = —— Solvency — Equity-to-liability

Sourcez MBE Datnbeas

Source: Financial Stability Report - by National Bank of Ethiopia, April 2024

Ethio-Re: 2018-2023 financial performance

Ethiopian Reinsurance (Ethio-Re) has published its key business indicators for the last five years, from 30 June
2018 to 30 June 2023. The company's turnover has progressed by 204% in five years, going from 661.492 million
ETB (23.7 million USD) in 2018 to 2.01 billion ETB (36.4 million USD) five years later. Over the period running from
June 2022 to June 2023, the turnover has grown by 48.1%.

The combined ratio has deteriorated by 9.16% from 95.1% at the end of June 2022 to 103.82% at the end of June
2023.

The company's pre-tax result for the six months ending 30 June 2023 amounted to 219.014 million ETB (4 million

USD), against 78.631 million ETB (2.8 million USD) for the same period in 2018.
Source: EthiopianRe Annual Report JUNE-2023 - December 2023



https://nbe.gov.et/wp-content/uploads/2024/04/Finacial_Stability_Report_NBE_WF.pdf
https://ethiopianre.com/wp-content/uploads/2024/01/ANNUAL-REPORT-JUNE-30-2023-FINAL.pdf

» Ethiopian Insurance Market: Regional Comparison

SUB-SAHARAN AFRICA INSURANCE RISE/REWARD INDEX

Industry Insurance
Industry Rewards Industry Country Industry Country . Risk/
Rewards Non- Rew‘rards Rewards Rewards Risk Risks Risks Reward Rank
Life Lite Score
South Africa F0.00 57,50 T2.50 56,75 64,70 65,00 65,90 65,54 654,95 1
Mauritius 30,00 30,00 30,00 61,36 42,54 60,00 69,48 65,69 49,49 2
Botswana 23,75 20,00 27.50 5343 35,62 60,00 67.63 64,58 44,31 3
Namibia 28,75 20,00 37.50 42,41 34.21 40,00 33.75 48,25 38,43 -
Ghana 20,00 22,50 17.50 40,07 28,03 50,00 57.84 34,71 36,03 >
Kenya 26.25 30.00 22.50 33.87 29.30 45.00 40,92 42.533 33.28 5}
Nigeria 15.00 12,50 17.50 41,66 25,66 25.00 47.09 38.25 29,44 7
Uganda 16,25 17.50 15.00 3342 2312 40,00 41,29 40,77 28.41 a
Senegal 18,75 20,00 17.50 30,80 23,57 30,00 44,96 38,97 28,19 =
Zambia 13.75 17.50 10,00 40,66 24,51 15.00 44,30 32.58 26,93 10
Zimbabwe 28,75 32,50 25,00 29,27 28,96 20,00 2313 21.88 26,83 11
Tanzania 12,50 15.00 10,00 2947 19,29 40,00 4701 44,21 26,746 12
Cote d lvoire 17.50 20,00 15.00 31.82 23.23 40.00 30.89 34.54 26,62 13
Gabon B,75 12,50 5.00 3716 2012 30.00 48,93 41,36 26,49 14
Malawi 10,00 10,00 10,00 3340 19,26 40,00 43,09 41,85 26,11 15
Angola 13.75 20,00 7.50 32,05 21,07 40,00 36,26 37.76 26,08 16
Burkina Faso 11.25 15.00 7.50 26.49 17.33 30.00 44,25 38.55 2371 17
Cameroon 13.75 17.50 10,00 24,94 18,23 30.00 38.08 34,85 23,21 18
Benin 7.50 7.30 7.50 25,34 14,64 30.00 42,61 37.57 21,52 19
Mali 7.50 10,00 5,00 2797 15,69 20.00 42,76 33.65 21,08 20
Togo 10.00 10,00 10,00 26,66 16,66 20.00 35,20 2912 20,40 21
Rwanda 5.00 7.50 2,50 34,79 16,92 10.00 39,59 27,75 2017 22
Congo-Brazzaville 7.50 10,00 5,00 2114 12,96 20.00 39.64 31.78 18,60 23
Madagascar 375 5.00 2.50 27.30 13.09 10.00 3997 27.98 17.92 24
Guinea 2,50 2,50 2.50 23,22 10,79 20.00 35.08 29,05 16,27 25
Ethiopia 2,50 2,50 2,50 29,66 13,326 10.00 31.46 22,88 16,22 26
Niger 375 5,00 2,50 25,99 12,65 15.00 3012 24,07 16,07 27
Burundi 5.00 5,00 2,50 24,61 12,84 20.00 2772 24,63 16,02 28
Chad 375 5,00 2,50 24,07 11.88 20.00 24,25 22,55 15,08 29
Central African Republic 375 5,00 2,50 24,38 12,00 20.00 22,34 21,40 14,82 30
DRC 375 5.00 2,50 17.34 919 10,00 31,48 22,89 13,30 31
Regional Average 14,35 15,48 13.15 32,63 21.66 29.84 41,52 36,85 26,22

Mt Soores oot of T Tigher soone = lower rish. Source Fitch Solutions

2022 Total Insurance Premium (US5mn)
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http://www.sigma-explorer.com/

Life premiums 2022 (in USD million)
and the life premium compound annual growth rate 2018-2022 (in%)
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MNon-life premiums 2022 (in USD million)
and non-life premium compound annual growth rate 2018-2022 (in%)
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Strengths

Weaknesses

Opportunities

Threats

> Ethiopia : Insurance Market SWOT Analysis Fitch Solutio:r::

OPPORTUNITY THREAT

Ethiopia is one of the larger markets in Africa by overall GDP.

Its economy is relatively diversified and continues to grow robustly.

Several domestic insurers have a solid presence in the market, particularly for basic motor
insurance lines.

The infrastructure pipeline is robust and is slated for healthy growth.

The market remains closed to international providers, with few options for overseas
investors.

Uptake of formal banking services is limited, hindering demand for various non-life and life
products.

Home and vehicle ownership are low, even by Sub-Saharan Africa standards, limiting the
use of household insurance products.

The market is dominated by small domestic firms with limited capital.

Ethnic and sectarian violence remains potent in the country.

There is potential for microinsurance products to gain prominence in a low-income market.
Takaful insurance could also prove a growth area.

There is growth in the use of mobile banking technology, which is being used by insurers.
The opening up of the market to overseas firms, while unlikely, would be a potential game
changer.

A robust infrastructure pipeline will support overall growth and underpin premium
expansion.

State control of the banking sector is extensive and barriers to foreign investment remain.
Ethiopia's dependence on Mainland Chinese foreign investment exposes the country to
risks generated by China's economic slowdown.

Ethiopia's security forces violently suppressed dissent in late 2020, and further discontent
could transpire in the future.

Currency volatility will remain a constant challenge to the economic environment.

Source: Ethiopia Insurance Report Q2_2023 - by Fitch Solutions, February 2023



» Ethiopia: Insurance Market Forecast:

FitchSolutior'lg':-'-

Gross Insurance Premiums Written (ETHIOPIA 2021-2026)

Indicatar 2021a 2022@ 2023f 2024F 2025F 2026F
Total gross premiums written, ETBDn 4.26 4.83 346 610 6.74 7.38
Total gross premiums written, ETB, % y-o-y 129 13.2 13.2 11.7 10.4 Q7
Gross life premiurms written, ETBbn 0.34 038 041 (.45 048 0.52
Gross life premiums written, ETB, % y-o-y 9.1 9.5 9.3 B.4 77 79
Gross non-life premiums written, ETBbn 392 4.45 5.05 5.66 6.26 6.87
Gross non-life premiums written, ETB, 28 y=-0-y 132 13.6 135 12.0 106 94

&F » Fitch Solutions esimatefoecast Sowce: 054, Fifch Solutions

Gross Insurance Premiums Written (ETHIOPIA 2027-2032)

Indicator 2027F 20287 20291 2030F 20311 2032
Total gross premiums written, ETEDbn B.OG 879 9.50 10.25 11.03 11.80
Total gross premiums written, ETE, 28 y-o-y 9.4 8.7 8.0 1.9 7.6 6.9
Gross life premiums written, ETBbn 0.56 0.61 0.65 o 037 0.83
Gross life premiums written, ETB, % y-o-y 2.2 8.0 7.7 B.4 B7 20
Gross non-life premiums written, ETRbR 7.53 28.19 8.85 954 10.27 1097
Gross non-life premiums written, ETE, 22 y-0-y 95 8.8 8.0 719 16 69

f= Fitch Solutans forecast Sounce: U84, Aifch Solutons

NON-LIFE INSURANCE PREMIUMS BY PRODUCT LINE (ETHIOPIA 2020-2027)

Indicator 20208  2027e  2022e 2023F  2024f  2025F  2026f 2027f
Motor vehicle insurance, ETBmn 1.431.0 1.6560 1.9175 22219 25263 28307 31351 34395
Motor vehicle insurance, ETB, % y-o-y 15.7 15.7 15.8 15.9 13.7 1.0 10.8 X7
Motor vehicle insurance, % of non-life insurance 41.4 42.3 43.1 44.0 44.7 45.2 45.5 45.7
Property insurance, ETBmn 2124 2334 2567 2B28 3090 3354 3619 3530
Property insurance, ETB. % y-o-y 3.7 2.9 100 102 2.3 8.3 79 8.6
Property insurance, % of non-life insurance 6.1 6.0 58 5.6 5.5 54 5.3 5.2
Transport insurance, ETBmn 6224 9223 1.0383 110734 13085 144346 15787 1.7138
Transport insurance, ETB, 2 y-o-y 11.7 121 128 13.0 11.5 1003 9.4 8.6
Transport insurance, 22 of non-life insurance 23.8 235 23.3 23.2 231 231 23.0 228
Other insurance, ETBmn 9948 1,107.2 1,2379 13728 15141 1.6467 1,7992 15828
Other insurance, ETB, 5 y-0-y 10.2 11.3 11.8 109 1003 a.8 2.3 102
Other insurance, % of non-life insurance 8.7 8.3 278 27.2 26.8 26.3 26.2 26.3

e/F= Fitch Solutions estimate/forecast. Sowrce: C5A Fitch Solubions
Source: Ethiopia Insurance Report Q2_2023 - by Fitch Solutions, February 2023
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