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Introduction

Objective of this
Document

Opportunity

Definition

This investment profile was prepared by the Ethiopian Investment Agency (EIA) through
technical assistance from the Ethiopian Agricultural and Transformation Agency (ATA) and

Monitor Deloitte, a division of Deloitte Consulting, a global management consulting firm

It provides an overview of an investment opportunity for regional and international investors

who are looking for strategic or financial investments in Ethiopia

The investment opportunity profiled is the establishment of a cotton spinning mill with an

annual output capacity of 8,000 MT

The high quality cotton yarn produced would be packaged and supplied primarily into
Et hi opiads growing textile industry (80%),

textile and garment manufacturing market (20%)

An initial investment of USD 44.6m is projected to return an IRR of 19% over 5 years

Note: This investment case was prepared by the EIA with assistance from Monitor Deloitte i part of Deloitte Consulting, an independent, global management consultancy firm. Funding
for the investment case analysis was provided by the Agricultural Transformation Agency (ATA). Findings are based on public and proprietary information, as well as information
gathered by Monitor Deloitte through field investigation and qualitative interviews with industry experts and other key stakeholders. Monitor Deloitte does not make any representation or
warranty, express or implied, as to the accuracy, completeness, or correctness of the information contained herein, nor does it accept any liability for any loss or damage, howsoever
caused, arising from any errors, omissions, or reliance on any information or views contained in this document. Monitor Deloitte is not a financial advisor; therefore, this document does

not represent financial advice.




Abbreviations and Acronyms

Abbreviations and acronyms used in this investment profile are defined below

AGOA Africa Growth and Opportunity Act IDZ Industrial Development Zone

AU African Union ILO International Labor Organization

ATA Agricultural Transformation Agency IRR Internal Rate of Return

AT Aid-for-Trade kWh Kilowatt Hours

CAGR Compound Annual Growth Rate MMT Million Metric Tons

DBE Development Bank of Ethiopia NPV Net Present Value

EIA Ethiopian Investment Agency OECD 8;%2?;;?;2:3“ Economic Co-operation and
ERCA Ethiopian Revenue and Customs Authority PPE Property, Plant and Equipment

EIB European Investment Bank SHF Small-Hold Farmer

ECPGA Egggﬂzg igtstggi;irgg ucers, Ginners and TIDI Textile Industry Development Institute

FDI Foreign Direct Investment UNECA United Nations Economic Commission for Africa
GDP Gross Domestic Product USA United States of America

GoE Government of Ethiopia uUsD United States Dollars

GTP Growth and Transformation Plan USDc United States Cents
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Ethiopia is home to a growing consumer market and is geographically positioned to provide
good access to African, European, Middle Eastern and Asian markets

Ethiopia: A Land of Opportunity

., Ethi opiabds popul Atroonado$ sO88omdl hi ghest
provides for a large domestic market

. Itis well positioned for global exports and is situated at the kL,
cross-roads of Africa and the Middle East

T Easy access to Asia through the port of Djibouti and close
proximity to Europe also enable Ethiopian exports

., Ethi opiabs Gross Domestic Product it USD 43.

and it is among the fastest growing global economies
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T Average growth of ~9.5% per annum has been achieved over
the last five years

., Ethiopia has a land area of 1.14 million square kilometers, 45%

of which is arable Arba Minch

T This is approximately twice the size of the United Kingdom

. Although Amharic is the official language, English is spoken
widely in business

Source: Monitor Deloitte and EIA Analysis; Ethiopian Investment Overview i ATA, 2013 S)



The Ethiopian economy has experienced strong economic growth over the past ten years
and is forecasted to become the third fastest growing economy in the world by 2015

Et hi opi ad6s Rapidly Growing Econom
Ethiopiaisone ofthewor | dds f astest ¢ wihwGDPgompaumndamual goowth rate (CAGR) of
approximately 9.5% between 2008 and 2013

. The Government of Ethiopia (GOE) has played a key role in driving this economic growth

I Two thirds of Ethiopiads econo miascriliedto public inyestmeng with invediniedt Ja r
in infrastructure reaching USD 6bn (20% of GDP) in 2010

i Regulatory and institutional reforms, such as improved business registration requirements and procedures have
helped to strengthen investor confidence

i The Government of Ethiopia (GOE) has set an ambitious target of achieving middle-income country status by 2025

., This rapid growth is expected to continue on the back of infrastructural growth, as well as industrial and service sector
expansion

Ethiopia GDP, 2008 7 2013 (USD Bn) Worl dés Five Fastest Growi
Annual Average GDP Growth, %

40 ’ Angola 11.1 China 9.5
23 2 China 10.5 India 8.2
10 - 3  Myanmar 10.3 Ethiopia 8.1
0 . , : : : , 4  Nigeria 8.9 Mozambique 7.7

2008 2009 2010 2011 2012 2013 5  Ethiopia 84 ‘Tanzania 79

Source: Monitor Deloitte and EIA Analysis; World Bank; Economy Watch, www.economywatch.com, Accessed 25 Feb 2014 6



Ethiopia is a politically stable and secure environment for investors and has taken a strong

position on good governance

Stable Political
Environment

., Since the installation of a federal democratic government in 1992,

Ethiopia has built a politically stable, secure and peaceful working
environment

Democratic processes are observed and a peaceful transition of
power occurred upon the death of the late Prime Minister Meles
Zenawi in 2012

Political and

Security
Integration

Ethiopia is a diplomatic and political hub and hosts the headquarters
of the African Union (AU) as well as United Nations Economic
Commission for Africa (UNECA)

Ethiopia is also a key proponent of peace on the continent and is
regularly involved in conflict resolution in the region

Good
Governance

, GoE is committed to promoting good corporate governance

practices in Ethiopia

Ethiopia is also party to multiple international agreements to help
further promote good governance in the region

Source: Monitor Deloitte and EIA Analysis; Ethiopian Investment Overview i ATA, 2013; World Bank




A number of large multi-national firms have invested in, and are enjoying success in Ethiopia

Agro-Processing Sector Manufacturing Sector

"HEINEKEN

Heineken is the third largest
brewer in the world with ~140
breweries in 71 countries

. The company acquired local

breweries, Harar and Bedele for
~USD 36.2m and is planning to
build a new brewery in Addis
Ababa

Fr an taggéssbeverage
producer, Castel Group, has
established a winery in the Zeway
region, Ethiopia

., The winery was established at a

cost of ~USD 15.5m

Notes: Exchange rate used is 19.34ETB:USD
Source: Monitor Deloitte and EIA Analysis; EIA Investment Project Database; Company Websites
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Textile & Investment 5

., Turkish textile and garment

company, AYKA ADDIS Textile &
Investment Group PLC, established
operations in 2010 with an
estimated USD 67.2m investment,
one of the largest foreign direct
investment (FDI) investments in
Ethiopia to date

Dangote Industries PLC, a
subsidiary of the Nigerian
conglomerate, the Dangote Group,
was established in 2008

. The company is developing a new

2.5 million metric tons (MMT) per
annum cement plant, to meet
growing demand from the booming
construction industry
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HOTELS & RESORTS

. The Rezidor Hotel Group, based in

Brussels, introduced the Radisson
Blu brand into Ethiopia in 2012

. The hotel is estimated to have cost

~USD 25m to construct

salini costruTToRi \

. The Italian construction firm Salini

is located in Addis Ababa

. The firm is currently constructing

the biggest dam in Africa, the
Grand Ethiopian Renaissance Dam

T Heavy duty machinery worth
over USD 35m has already been
imported for this USD 4.3bn
project



