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located in Addis Ababa.  The share of private banks in the total branch network
rose to 66.6 percent from 61.8 percent last year.  Following a significant capital
injection by CBE, the total capital of the banking industry increased by 81.1 percent
and reached ETB 78.0 billion (US$3.36 billion) by the end of June 2017.2

The share of private banks in deposit mobilisation increased to 33.6 percent from
32.2 percent last year due to the opening of new branches.  CBE alone mobilised
66.1 percent of the total deposits.  Consequently, total outstanding borrowing of
the banking system stood at ETB 32.9 billion (US$1.20 billion), slightly higher than
ETB 31.2 billion (US$1.14 billion) a year ago.  Of the total borrowing, domestic
sources accounted for 89.1 percent and foreign sources the remaining balance.
Commercial banks and the Development Bank of Ethiopia disbursed ETB
109 billion (US$4.69 billion) in fresh loans, which was 23.8 percent higher than a
year ago.  Of the total new loans, about 55.6 percent was provided by private
banks and 44.4 percent by the two public banks.

Total outstanding credit of the banking system, including to the central government,
increased by 30.4 percent and reached ETB 365.6 billion (US$13.4 billion) at the
end of June 2017.  Excluding central government, credit to industry accounted for
40.2 percent followed by international trade (16.2 percent), domestic trade
(13 percent), housing and construction (11.8 percent) and agriculture (6.2 percent).
The share of private sector in outstanding credit was ETB 231.2 billion (US$8.5
billion) (or 63.2 percent), reflecting 29.1 percent year-on-year growth.

Overview

As the second largest country in Africa, Ethiopia has a population of 105 million,
with a GDP growth rate of 8.2 percent driven by public investments in agriculture
and infrastructure.  The population density in Ethiopia is 108 per square kilometre
and 20.6 percent of the population is urban.  The poverty rate has fallen from
44 percent in 2000 to 23.5 percent in 2015/16.  The current account deficit
declined in 2016/17 to 8.2 percent of GDP from 9.1 percent the previous year,
reflecting lower drought-related imports and lower public sector capital goods
imports.  However, export revenues were mainly unchanged despite significant
volume growth, as global agricultural commodity prices remained low.  Foreign
direct investment growth was 27.6 percent due to investments in the new
manufacturing industrial parks and privatisation inflows.  International reserves at
the end of 2016/17 stood at US$3.2 billion.

More than 70 percent of Ethiopia’s population is still employed in the agricultural
sector, but services have surpassed agriculture as the principal contributor to GDP.
According to the UN’s Human Development Report (2017) the country has a
very low human development ranking of 174 out of 190 countries and Human
Development Index rating of 0.448.  

Since 2004/05, the government has focused on developing housing, upgrading
slums, providing infrastructure and promoting small urban enterprises.  The Growth
and Transformation Plan for 2015-2019 continues to target infrastructural
development with the view of the country being classified as “middle income” by
2025,1 while the construction sector plays an immense role in Ethiopia's economic
growth.  Real estate and other construction contributed 12.5 percent to GDP,
according to information obtained from the Ministry of Construction.  

Access to finance  

Banks, insurance companies and microfinance institutions are the major financial
institutions operating in Ethiopia.  The number of banks stood at 18, insurance
companies at 17 and microfinance institutions (MFIs) at 35 at the end of June
2017.  Of the 18 banks, 16 are private and two are state-owned.  Based on number
of branches and capital accumulation, the five major banks in the country are
Awash Bank, Dashen Bank, Abyssinia Bank, Wegagen Bank and United Bank.

The Ethiopian financial sector has remained well capitalised and profitable.  The
Commercial Bank of Ethiopia (CBE) opened 956 new branches in 2016/17, raising
the total number of branches to 4 257.  About 33 percent of bank branches were

Ethiopia
KEY FIGURES 

Main urban centres Addis Ababa

Exchange rate: 1 US$ = [a] 23 Aug 2018
PPP Exchange rate (Local currency/PPP$) 1 Ethiopian birr = [b]
Inflation 2016 [c]  | Inflation 2017 [c]  | Inflation 2018 [c]

27.24 Ethiopian birr
9.1
7.27 | 9.86 | 11.22

Population [d]  | Urban population size [d] 
Population growth rate [c]  | Urbanisation rate [d]
Percentage of the total population below National Poverty Line
Unemployment rate [b] 

105 350 020 | 21 491 404
2.46% | 4.64%
29.60%
25.20%

GDP (Current US$) 2017 [b]  | GDP growth rate annual 2017 [b]
GDP per capita (Current US$) 2017 [b]
GNI per capita (Current US$) 2017 [b]
Gini co-efficient [d]
HDI global ranking 2015 [b]  | HD country index score 2015 [e]

US$80 560 million | 10.25%
US$767
US$740
n/a
174 | 0.448

Is there a deeds registry? 
Number of residential properties that have a title deed 
Lending interest rate [a] 
Mortgage interest rate [a]  | Mortgage term (years) [a]
Downpayment [a]
Mortgage book as a percentage of the GDP
Estimated number of mortgages 
Price to Rent Ratio in City Centre [e]  | Outside City Centre [e]
Gross Rental Yield in City Centre [e]  | Outside City Centre [e]
Construction as a % of GDP [l]

Yes
n/a
18.00%
16.00% | 15
10.00%
n/a
n/a
7.65 | 9.19
9.85% | 10.88%
12.20%

What is the cost of standard 50kg bag of cement? [f] 
What is the price of the cheapest, newly built house by a formal
developer or contractor? (Local currency) [g]
What is the price of the cheapest, newly built house by a formal
developer or contractor? (US$) [g] 
What is the size of this house (m2)? [g]  
What is the average rental price for this unit (US$)? [g] 
What is the minimum stand or plot size for residential property? [g] 

US$8.82

1 400 000  Ethiopian birr

US$51 395
94 m2

US$257
46m2

Ease of Doing Business Rank [h]
Number of procedures to register property [h]
Time to register property (days) [h]
Cost to register property (as % of property value) [h]

161
n/a
52 days
6.10%

NB: Figures are for 2018 unless stated otherwise.

[a] National Bank of Ethiopia (NBE)
[b] World Bank World Development Indicators
[c] Statista.com
[d] iResearch.worldbank.org
[e] Numbeo
[f] Constructionmaterial.com
[g] Ezega.com
[h] World Bank Doing Business



138

MFIs generally offer services to informally self-employed poor people and also
formal employed low income households.  The number of MFIs remained at 35 at
the end of June 2017, while their total capital and total assets increased significantly
by 20.8 percent and 35.1 percent, to reach ETB 10.7 billion (US$392.8 million)
and ETB 49.6 billion (US$1.8 billion), respectively.  Their deposit mobilisation and
credit allocation also expanded remarkably.  Compared to last year, their deposits
surged by 42.8 percent and reached ETB 26.3 billion (US$965.4 million) while
their outstanding credit went up by 28.5 percent to ETB 32.4 billion (US$1.19
billion).  The Amhara, Dedebit, Oromiya, Omo and Addis Credit and Savings
institutions were the major MFIs, accounting for 83.7 percent of the total capital,
93.1 percent of the savings, 88.6 percent of the credit and 89.9 percent of the
total assets of the MFIs sector.  Most of the MFIs operating in the city have been
in business for almost 10 years, indicating relatively adequate experience with
financial services, including diversification of loan portfolios to include housing
microfinance loans.  An Addis Credit and Savings institution is one of the major
MFIs.  After realising the potential lucrative market in the country, the MFI
diversified its loan portfolio in 2006 to include housing microfinance loans.  The
MFI offered small loans suitable for significant housing improvement, the addition
of a new room, and for new house construction.

Recently, government banks like the Commercial Bank and the Development Bank
have joined the mortgage market but only in the commercial construction sector.
The same is true of the emerging private bank sector.  There is limited involvement
in residential mortgages by public and private banks because of the perceived high
risk and shortage of experience.  In recent years, MFIs have become increasingly
important players, as they are viewed as effective mechanisms for poverty
reduction.  The loan policies of MFIs indicate that preference should be given to
poor rural farmers and microeconomic activities of rural and urban communities
with small cash requirements.  MFIs therefore offer a potential source of finance
for poor and low income earners.  The World Bank’s 2018 Doing Business Report
showed that almost 94 739 individuals and 7 656 firms were recorded on the
public credit registry, but representing just 0.2 percent of the population.3 As a
result, Ethiopia continues to underperform with respect to getting credit and is
ranked 173rd out of 190 countries.  A major player in the mortgage market is CBE
which has grown since the introduction of the Integrated Housing Development
Programme’s (IHDP) current project in the capital of Addis Ababa, in which it
plays an important role in the provision of mortgage finance.  Mortgage rates for
the 40/60 development scheme are estimated at 14 percent over a 10-year period
with a 40 percent downpayment.  The 40/60 housing scheme is designed for the
middle income group that can afford to save 40 percent and above of the money
needed to build the house and get the remaining balance as a credit from the
CBE.

Affordability 

In Ethiopia a major challenge is providing affordable housing for low income
earners with an annual per capita income of less than US$1 025 and with limited
access to housing finance.  Following the market-led adjustments implemented
post 1991, subsidised interest rates were removed, which significantly increased
lending rates.  This increased from 4.5 percent for co-operatives and 7.5 percent
for individuals to 18 percent for both, severely reducing the opportunity for low
income households to secure a home loan.  A key challenge to housing affordability
is the absence of a diversified and flexible housing finance sector.  

Traditional construction techniques involve the use of bricks, blocks and cement,
which are expensive, inefficient, and time-consuming.  There are few factories
producing construction materials, and locally available inputs are in short supply.

The government’s IHDP has compounded the housing affordability issues for lower
income residents.  In June 2016, the CBE and the Ministry of Urban Planning and
Housing revealed that the condos in the new 40/60 scheme were an additional
ETB 4 919 (US$180.5) per square meter from their original price.  This price
increase was due to rising construction and labour costs, which have forced the
Ministry of Urban Development, Housing and Construction and Addis Ababa
Savings & Houses Development Enterprise to re-evaluate their prices, taking into
account the current market, land, water, electricity and building design prices.  The
cost of two- , three- and four-bedroom condos currently valued at ETB 614 693
(US$22 566), ETB 636 974 (US$23 384) and ETB 829 690 (US$30 459)
respectively will increase accordingly by the square meter of the apartments.  The
apartments are 124.97m2, 129.5m2 or 168.68m2 in size.  The increased costs of

construction, and thus the downpayments as well as mortgages, have placed
additional financial burdens on the poor.  As a result, many beneficiaries from low
income groups have rented out their units to more affluent citizens.  In turn, the
unit owners tend to stay in their original substandard dwellings or have returned
to another precarious housing type.

Housing supply 

Ethiopia’s Federal Housing Corporation (FHC) has announced plans to build 1 673
homes in Addis Ababa at an estimated cost of around ETB 1.2 billion
(US$44 052 860).  According to the FHC information, about half of the housing
is to be offered to state officials, and the remainder are for rental houses to
employees of businesses.

The existing housing stock, particularly in Addis Ababa, is generally of poor quality,
with many settlements congested and unplanned.  Using the UN-Habitat slum
definition, 80 percent of Addis Ababa is a slum with 70 percent of this comprising
government-owned rental housing.  Only 30 percent of the total housing stock is
in fair condition, while the remaining 70 percent is in need of total replacement
or significant upgrading.  According to estimates by the Ministry of Works and
Urban Development, the housing deficit in Addis Ababa alone is about 300 000
units.  The housing deficit is not just measured by the large number of units that
are required today but also in the quality of the housing stock and the extremely
small sizes of most available dwelling units.  

Access Capital research details four categories of new residential developments
in Ethiopia: (a) government-initiated condominium buildings; (b) residential
neighbourhoods initiated by developers; (c) owner-built housing dwellings; and (d)
new home activity driven by housing cooperatives.  In addition, there are two
other major categories of housing units in Addis Ababa: kebele-rental housing (very
old stock), mainly for those on low incomes, and informal settlements.4

1.    Government-built condominiums
Recently, the government implemented a new housing project in Addis Ababa
which is divided into four different groups based on payment modalities: 10/90,
20/80, 40/60 and housing association.  The payment modality for the last one
necessitates 100 percent direct payments, while the others incorporate 10, 20
and 40 percent down payment mixed with a long-term mortgage plan. 

The IHDP was implemented in Addis Ababa and other cities.  It was planned in
two phases.  In phase one 947 376 people registered for housing and the
government built 270 146 houses, however of the available stock only 182 000
houses were allocated. 

There are still 88 146 condominium units under construction at 18 sites.  The new
condominium houses that are being built will be 18 storey buildings.  According
to the latest figures available in the 40/60 housing programme, 154 000 of the
160 000 people registered under the scheme are saving money each month
toward acquiring a home.  Out of these, 17 600 have paid the full amount and
more than 29 000 have paid 40 percent of the total cost.  Those who have paid
in full will have priority when the condominium units are handed over to the
homeowners.  The cost of this housing scheme per square meter is ETB 4 918
(US$180.5).5

2.    Private sector real estate developers
The National Urban Development Policy emphasises the role the private real
estate development sector can play in providing housing for the high income group
under the framework of free market principles.  The private real estate housing
sector is concentrated in Addis Ababa and its surrounding towns (Legetafo, Burayu,
Sululta and Sebeta), and other major urban centres such as Dire Dawa, Adama,
Bahir Dar, Hawassa and Mekelle.  

According to data from the Ethiopian Investment Commission, close to 117
companies took an investment licence to invest in 56 different projects, and 99
percent of them are owned by Ethiopians or in joint ventures with foreign
investors.  Some were still fully owned by foreigners.  Out of the existing 56 real
estate projects to date, 43 are located in Addis Ababa.

The real estate companies focus exclusively on building houses for the upper and
middle class.  The price of houses is different based according to location.  The
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average price in square meters is between ETB 15 000 (US$550) up to
ETB 60 000 (US$2 202) based on the location.

The private real estate sector has managed to construct a considerable number
of houses but significantly below the expected output.6

In Addis Ababa, between 2005 and 2017, housing supply by real estate developers
was only 4.8 percent, compared to 58.1 percent by the government and 37.1
percent by individuals (cooperative and lease).

3.    Owner-built housing construction
Self-built housing was the most common type of housing delivery approach before
the introduction of the IHDP.  While limited now, this building approach is still
active in older residential neighbourhoods.  “Costs for owner-built construction
are generally higher and this segment of the market tends to include the full range
of housing units from modest homes constructed over extended periods to large
and luxurious homes often built by razing or replacing older properties.”7

4.    Housing cooperatives
This is the primary mode of housing construction in Addis, constituting over half
of the city’s total formal sector housing stock.  They are recognised as legal entities
by the government, and allocated land on which to design and construct their
developments.  The city administration up to the end of 2017 has registered more
than 500 housing cooperatives.  Between 14 and 24 members are allowed in a
housing cooperative.  Many cooperative members are middle income (per capital
income between US$1 026 and US$4 035), based on employer associations such
as Ethiopian Airlines or other state-owned companies. 

Property markets

According to the World Bank’s 2018 Doing Business Report, Ethiopia ranks 161
out of 190 economies on the ease of dealing with construction permits.  Regarding
registering property, seven procedures are required; it takes 52 days and costs
6.1 percent of the property value.  As such, Ethiopia stands at 133 in the ranking
of 190 economies on the ease of registering property.8

Ethiopia has a federal system of government constituted by nine regional states
and two city administrations, with a dual land tenure system (for urban and rural
land).  Land in Ethiopia is the property of the state and can generally be acquired
only on the basis of a lease.  Private ownership of land is prohibited.  Once
acquired through a lease, land cannot be mortgaged or sold, but the lease value
of the land (the down payment and annuity paid) and the fixed assets on that land
may be mortgaged or transferred to third parties.

Land administration is delegated under the constitution to the regions (for rural
land) and to city governments and municipalities (for urban land).  Accordingly,
regional governments and municipal administrations are authorised to lease rural
and urban land under their respective laws.  In the city suburbs, the government

reserves what it calls a land bank for investors, which, having compensated the
landholders, it provides to investors engaging in real estate development.  An
investor who acquires land under a lease has to enter into a land lease agreement
with the government and obtain a lease-holding certificate issued in its name.  The
minimum lease downpayment is 10 percent of the total lease payment.  The
remaining balance of the lease amount is to be paid in equal annual installments
over the payment term.  Interest is to be paid on the remaining balance, in line
with the prevailing interest rate on loans offered by the CBE.  

The lease contracts normally include provisions to regulate when construction
will start, how long it will take to completion, the payment schedule, grace period,
rights and obligations of the parties, as well as other relevant details.  The
downpayment of the lease price must be paid prior to signing the contract.  The
duration of an urban land lease for real estate development is 60 years for Addis
Ababa and 70 years for other cities and towns in Ethiopia.9

The new lease prices range from ETB 1 686 (US$61.9) per square meter
designated as central market place to ETB 191 (US$7) that are grouped as
expansion place in the city.  The rate for central market district zone will be
applicable in most areas of the city that are considered to be main business areas
that entertain high levels of business activity.  The expansion zone is classified into
four levels and covers areas that are considered to be in the outskirts of the city,
where the city is expected to expand in the future.

Policy and regulation 

The slums and housing problems in Ethiopia are the result of accumulated deficits
of policies and practices over several years.

The Federal Ministry of Works and Urban Development is the lead agency
entrusted with the responsibility of providing housing.  In recent years urbanisation
has resulted in unprecedented levels of growth with the development and
expansion of Addis Ababa and other cities.  The urban development policy and
strategies have the objectives of promoting the role of urban areas in the overall
national development.  The policy and strategy is further articulated in the IHDP.
This has provision for affordable and low cost housing, empowering urban
residents through property ownership, job creation, income generation as well as
improving the quality of the urban environmental through infrastructural
development and the urban renewal programme.  The IHDP is subsidised by the
government to support low income earners.

A number of policies govern the housing sector, including the following:

n       Urban Development Policy (2005):  Formulated by the Council of Ministers
of the Federal Democratic Republic of Ethiopia to link together the small-
scale efforts made by regional governments and cities since 2000;

n       The Federal Rural Land Administration and Land Use Proclamation
No.456/2005: Enacted for the purpose of ensuring tenure security,
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strengthening property rights of farmers, sustainably conserving and
developing natural resources, establishing a land database, and establishing an
efficient land administration in the country;

n       Expropriation of Landholdings for Public Purposes and Payment of
Compensation and Council of Ministers Regulation No.135/2007:  The
Federal Constitution vests in the government the power to expropriate
private property in the public interest, provided it pays compensation prior
to acquisition and in an amount commensurate with the value of the seized
property;

n       Ethiopian Building Proclamation 624/2009 formal sector: A legal document
outlining the building regulations and requirements, for use by local authorities
to ensure building standards are maintained in their jurisdiction.  Parts of
Ethiopia are located in an earthquake zone and a code exists to ensure
buildings resist maximum predicted earthquake loads.  The codes are only
used and enforced in buildings developed in the formal sector;

n       Regulation No.15/2004: Outlines the establishment of the Addis Ababa City
Government Housing Development Project office and outlines its duties and
responsibilities;

n       Regulation No.12/2004: Outlines the condominium regulations for Addis
Ababa city, regulating further details to Proclamation No.370/2003;

n       Proclamation 624/2009 Ethiopian Building proclamation: Outlines the
minimum national standard for the construction or modification of buildings
or alteration of their use in order to ensure public health and safety.

Opportunities

The Ethiopian government has been addressing the public’s ever-increasing
demand for housing by employing various condominium housing schemes that
have mainly benefited low and middle income citizens.  Through the construction
of 100 000 cost-effective houses with necessary facilities and infrastructure in the
capital, the government has made a significant contribution towards benefiting the
urban poor, women and civil servants.  In addition to the government’s
involvement, private real estate developers have been playing a growing role in
the sector.  Capitalising on the favourable policy climate, real estate companies
have made significant a contribution in satisfying the demand of middle and high
income citizens for apartments and other high-end houses.10 Furthermore, the
Ethiopian government has paved the way for European and Chinese entrepreneurs
to become involved in the country’s infrastructural development and industrial
growth.  Despite the risks of bringing in foreign companies, the Ethiopians are quite
grateful for the assistance and business potential offered by global players.
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