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Awash Bank to construct new
building

Awash Bank signed contractual agreement
with Tilahun Abebe General Contractor for the
construction of Bale Robe branch office.

The building will have 4 floors with a project
completion time of 540 calendar days. The
contractual agreement has been signed by Ato
Tsehay Shiferaw, Awash Bank’s Chief Executive

Officer and Ato Tilahun Abebe Managing Director
of the Construction Company.

The managing Director confirmed that, as the
Construction Company is well experienced in
the industry, it works hard to meet the contract
management principle in all aspects.
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WHO statement: Tobacco use
and COVID-19

Tobacco kills more than 8 million people globally
every year. More than 7 million of these deaths
are from direct tobacco use and around 1.2
million are due to non-smokers being exposed
to second-hand smoke.

Tobacco smoking is a known risk factor for

many respiratory infections and increases
the severity of respiratory diseases. A review
of studies by public health experts convened
by WHO on 29 April 2020 found that smokers
are more likely to develop severe disease with

COVID-19, compared to non-smokers.

COVID-19 is an infectious disease that primarily
attacks the lungs. Smoking impairs lung function
making it harder for the body to fight off corona
viruses and other diseases. Tobacco is also a
major risk factor for no communicable diseases
like cardiovascular disease, cancer, respiratory
disease and diabetes which put people with
these conditions at higher risk for developing
severe illness when affected by COVID-19.

Available research suggests that smokers are

at higher risk of developing severe disease and
death.

Source:- www.who.int/COVID-19

WHO is constantly evaluating new research,
including research that examines the link
between tobacco use, nicotine use, and
COVID-19.

WHO urges researchers, scientists and the
media to be cautious
unproven claims that tobacco or nicotine could
reduce the risk of COVID-19. There is currently
insufficient information to confirm any link
between tobacco or nicotine in the prevention
or treatment of COVID-19.

about amplifying

Nicotine replacement therapies, such as gum
and patches are designed to help smokers
quit tobacco. WHO recommends that smokers
take immediate steps to quit by using proven
methods such as toll-free quit lines, mobile
text-messaging programmed, and nicotine

replacement therapies.

Within 20 minutes of quitting, elevated heart
rate and blood pressure drop. After 12 hours,
the carbon monoxide level in the bloodstream
drops to normal. Within 2-12 weeks, circulation
improves and lung function increases. After
1-9 months, coughing and shortness of breath
decrease.
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Can Ethiopia banking Sector help to
mitigate the Economic impact of COVID-19?

With the outbreak of COVID-19, we are observing
unprecedented economic changes and Ethiopia
is trying to adapt to a new normal. The
economy is suffering and sectors like tourism
and hospitality are witnessing their worst
days. The financial sector in general and the
banking sector, in particular, are no exception.
However, besides working to resolve its own
liquidity issues, is the sector adapting quickly
enough and playing its part to help businesses
and the economy?

The financial sector plays an important role
in the economy through the mobilization of
savings from depositors and disbursing that
money to businesses in the form of loans. This
channeling of resources to businesses is the
backbone of the economy and a huge source
of local funding for businesses. Tasked with
the same responsibility, the Ethiopian financial
sector has been recording significant year-over-
year growth. According to the National Bank
of Ethiopia’s (NBEs) 2018/19 Annual Report,
deposit liabilities of the banking system topped
ETB 899.6B and the total outstanding borrowing
stoodat ETB 164.5B.

Considering the role of the banking sector in
the national economy, the NBE has availed
ETB 15 B for the banking sector as Ethiopia
reported the first case of COVID-19 on March
13. Simultaneously, NBE has released part
of the Great Renaissance Dam Bill Bond that
commercial banks have purchased.

Nevertheless, by some standards, NBE has been
slow to introduce new monetary policy changes
that could help fight the impact of COVID-19
on businesses and the economy as a whole.
As a governing body of the financial sector,
NBE has the obligation and resources to take
proactive measures to help flatten the impact
of COVID-19 on the economy.

NBE can take three vital measures that could
help commercial banks deal with the challenges
that COVID-19 brought:

e Lower the savings interest rate

e Release part of the legal reserve to
commercial banks
e Release part of the liquidity reserve to

commercial banks

Lower the savings interest rate - NBE last made
changes to the savings interest rate in October
2017 pushing it to 7% from 5%. The average
lending rate of the banking sector was 13.5% for
the 2018/19 fiscal year. Since then, some banks
have made changes to the lending interest
rates by lowering rates ranging from 0.5% to 5%.
Regardless, the industry-wide average lending
rate remains high for a challenging time such as
this. As such, NBE should intervene and lower
the savings interest rate to help commercial
banks lower their lending interest rates. Lower

Continued to the next page.....
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interest rates will mean cheaper loans for
businesses and households. That will reduce
the costs faced by businesses and households
in Ethiopia.

Release part of the legal reserve to commercial
banks - Commercial banks in Ethiopia are
obliged to set aside 25% of their net profit
annually and, currently, each commercial bank
has set aside funds accumulated over several
years as there have not been incidents forcing
the release of these funds. This legal reserve
is set aside as a shock absorber to help protect
the shareholders and the public interest. The
current situation, if not dealt with early, could
cause a long-term economic disruption and
result in a number of job losses. NBE could
release part of the funds to commercial banks
in different tranches and set guidelines to help
coordinate efforts and avail funds at a lower
interest rate to hard-hit sectors such as tourism,
hospitality, manufacturing and micro, small
and medium enterprises (MSME), sectors that
create a large number of jobs in the economy.

Release part of the liquidity reserve to
commercial banks - Commercial banks are also
obliged to set aside at least 15% of their net
current liabilities to help protect depositors
against economic shocks.

This could be another source of funding for
If NBE allows banks to
use part of the reserve by setting the same

commercial banks.

guidelines as the legal reserve and supervising
banks to make sure they disburse the loan to
priority sectors at a lower interest rate, it
could be a savior for many businesses and the
economy in general.
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In addition to the monetary policy changes
suggested above, (both
private and public) should also work internally

commercial banks
to help the economy bounce back. Thus far,
commercial banks have taken some initiatives
to that end. These include giving donations to
the government, waiving some of the service
charges, and lowering the interest rate for
certain sectors. Though these are good efforts,
believe that these efforts are far behind what
businesses and the economy need. This is the
time for the executive management and board
of directors of each bank to work together and
come up with creative solutions. To mention a
few, banks should consider suspending payment
of accrued dividends and also hold on to future
distributions until the economy stabilizes.

We are in a time of uncertainty. The effect
of COVID-19 is not only taking lives but also
disrupting the economy. Thus, it requires the
coordinated efforts of both the public and
the private players. People and organizations
should work hand-in-hand to help mitigate the
effects of COVID-19.

It is important to be proactive and take
measures before things get any worse. The
banking sector, as the nucleus of the economy,
should present itself as the forerunner in these
efforts and continue to push for alternative
banking solutions to help the economy recover
faster from this crisis. As the regulator and
the captain of the banking sector, NBE plays a
pivotal role in all of these efforts. Commercial
banks, both public and private, should also
help and push NBE to make smart and sound
monetary policy changes to help equip them



noosOr
P14 N¥h IC
AT B NG

with the resources and policy frameworks to
fight the economic impact of COVID-19.

Impacts of Corona Virus on Banks

Banks Already facing very tight liquidity
conditions even before the corona crisis
(most private banks have effective loan-to-
deposit ratios near/above 100%), banks are
now threatened by a potential jump in NPLs
as businesses become unable to service loan
repayments.

While Birr 15bn of liquidity support has recently
been announced for the sector, bankers have
been underwhelmed by this offer and found it
largely inadequate. As relayed by those in the
sector, the Birr 15bn has been offered against
the stock of NBE Bill repayments that Banks
were to receive from NBE in the coming year
up to June 2021; effectively, the NBE is buying
back these Bills and providing banks upfront
liquidity in exchange (similar to central bank
bond-buying programs in countries with open
market operations). However, we understand
that deductions are applied to amounts the
banks may have still owed to NBE when the
policy was discontinued back in November 2019,
and so the overall liquidity injection for banks
is less than the headline figure may suggest.
Moreover, as banks already had outstanding
short-term loans due to NBE from recent
borrowings (which added up to Birr 14.5bn
from emergency loans given out in January and
February 2020), most of the fresh funds made
available as part of the corona response may
effectively be absorbed by those repayments,
leaving banks and hence their customers with
much fewer net resources.

(Source-renew@renewstrategy.com)
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Quotes

The wise man does not expose himself
needlessly to danger, since there
are few things for which he cares

sufficiently; but he is willing, in great

crises, to give even his life - knowing
that under certain conditions it is not
worthwhile to live.
-Aristotle-

“It’s not how much money you make,
but how much money you keep, how
hard it works for you, and how many
generations you keep it for.”
—Robert Kiyosaki-
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POfd @ AT | Symptoms

Tha 1140 “ImC
High Fever Trouble Breathing Cough

f99..T1 TI2¢P2+ | Prevention

i{ )

AAFmN AE &TP2% hdoothl AT? aoid?
Avoid touching Eyes, Nose & Use face mask
Mouth

Afhaogn AN T
do not shake hands

AE Qao-§ oo mAl AMAP C17 N2 221-C oaomN¥

Wash your hands with Keep 2m distance from others
soap & water
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AwashBank

Nurturing Like The River

Use your cards
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Awash ATMs and POS terminals!

We are determined to simplify
your way of doing business!
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Awash Bank’s donation to vulnerable groups due to the Corona
virus (COVID 19)
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