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I would like to begin by offering brief reflections on 
yesterday’s foreign currency auction and the 
developments we have observed in the foreign 
exchange market in recent days. 

On Yesterday’s Foreign Currency Auction: 

• Regarding the auction, as indicated in the 
National Bank of Ethiopia (NBE) Auction 
Notice on Tuesday, it was decided to re-start 
foreign exchange auctions as recent foreign 
exchange inflows to the central bank have 
continued to perform well since the start of the 
new fiscal year. 

• As many will be aware, NBE’s foreign 
exchange reserves tripled in the just-
completed fiscal year. Very encouragingly, this 
trend has continued into the new fiscal year, 
and we are happy to report that we are 
witnessing higher-than-expected foreign 
exchange inflows at NBE. 

• Given these higher-than-expected inflows 
(which include funds from gold sales, 
international partners, and other sources), we 
have assessed that allocating part of these 
proceeds to the banking system is important. 
Doing so not only boosts foreign exchange 
supply in the banking system but also helps 
meet our price and external stability 
objectives. 

• With respect to the auction, we have seen a 
satisfactory outcome, with a total of 28 banks 
participating and $150 million sold. All 
participating banks received the foreign 
exchange they needed, with the weighted 
average exchange rate at 138 birr per dollar. 

• The banks that have received foreign 
exchange funds will immediately begin making 
foreign exchange available to their clients over 
the coming weeks—not just using funds from 
the auction but also using substantial foreign 
exchange inflows they generate independently 
from exporters and remittance flows. 
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Next, I would like to briefly mention three issues 
that NBE has noticed in the foreign exchange 
market in recent days, particularly: 
(1) the overall foreign exchange supply conditions, 
(2) the importance of using the banking system for 
foreign exchange transactions, and 
(3) the need for public awareness so people are 
not misled by rumors and misinformation. 

1. Foreign Exchange Supply in the Banking System: 

• Banks are continuing to see robust foreign 
exchange inflows, and the volume of foreign 
currency they have provided to the business 
community has doubled over the past year. 

• Reports indicate that banks are collectively 
providing a total of $500 million in foreign 
exchange every month to the business 
community. So, there is already substantial 
foreign exchange supply to the private sector, 
and this supply is expected to continue to 
increase. NBE will continue to strengthen the 
foreign exchange system as necessary. 

• In fact, all banks are announcing that they’re 
availing sufficient foreign exchange to clients 
and customers in the coming days. NBE 
encourages the business community to take 
advantage of this opportunity. 

• In addition, with respect to small-value 
transactions, I’d like to highlight that foreign 
exchange bureaus are handling all such 
requests on demand. Additionally, the 
Commercial Bank of Ethiopia (CBE) has 
confirmed that it will provide foreign currency 
to all travelers. 

2. Importance of Using the Formal Banking 
System: 

• We recommend the business community 
continue to use the formal banking system 
for their foreign exchange needs. A large 
majority already does, but a small minority 
still does not. Therefore, we urge them to 
return to the regular banking system and 
to stop using informal and illegal foreign 
exchange markets. 
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• In fact, the business community often 
raises many complaints about foreign 
exchange access at banks, which has led 
some to rely on informal markets. 
However, many of these complaints have 
now been addressed. Among the key 
complaints are: 

o Importers frequently complain 
that when banks allocate foreign 
exchange, they require a deposit 
in birr above the LC value. 
However, banks have confirmed 
that they do not make such 
mandatory requests. NBE 
encourages importers to report 
any bank involved in this illegal 
activity. 

• For members of the business community 
who do not use the banking system, we 
reiterate that they should begin doing so 
immediately. NBE has established robust 
IT systems that monitor financial 
movements and trace funds going to 
informal foreign exchange markets. If 
these actors do not refrain from such 
activities, NBE will be forced to take active 
measures, including confiscation of funds. 

• NBE will continue its ongoing investigation 
and take further action against illegal 
money transmitters based abroad who are 
deliberately undermining the integrity of 
Ethiopia’s financial system and distorting 
market prices. These entities will be 
disclosed to the public as necessary. 

• Especially in recent days, NBE has 
become aware of illegal activities that 
deviate from market norms, particularly in 
Dubai, UAE. We are closely monitoring 
these developments and taking strong 
action. 
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3. Misinformation on Foreign Exchange Reforms: 

Finally, I have a message to the business 
community and the broader public regarding the 
foreign exchange reform, particularly in light of 
misleading and false rumors circulating on social 
media: 

• Our macroeconomic and foreign exchange 
reforms are progressing well. Our strong 
growth record, falling inflation, improved fiscal 
position, and record-high foreign exchange 
earnings and private sector supply all show 
that we are moving in the right direction. 

• Contrary to this reality, there has been 
deliberate misinformation aimed at portraying 
the economy as being in crisis. Some have 
claimed the IMF was highly critical of 
Ethiopia’s reforms, including the exchange 
rate reform. Others have said that foreign 
exchange inflows will decline after the first 
year. 

• All of these rumors are categorically false: 
o The IMF’s views on Ethiopia’s reforms 

are very positive, and anyone with 
internet access can verify this via their 
published reports. They commended 
the higher-than-expected 
performance in nearly all 
macroeconomic areas. As they do 
with all countries, they also provided 
advice on potential risks—risks that 
are well-known and common across 
countries, including geopolitical and 
trade shocks. 

o The IMF was not critical of Ethiopia’s 
exchange rate system. It noted a very 
positive start and suggested areas for 
medium-term reform. It found no 
problems with the birr exchange rate. 
In fact, their technical assessment 
suggests that the exchange rate is 
roughly in line with economic 
fundamentals, or possibly even 
around 4.5% undervalued. 

o Regarding the outlook for foreign 
exchange inflows and the exchange 
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rate, NBE’s assessment remains 
positive. Key exports are expected to 
continue performing well due to 
increased volumes and high global 
prices. Remittance inflows are rising, 
while FDI and private capital inflows 
remain strong. Partner support is also 
ongoing. Therefore, NBE expects 
continued improvements in the 
foreign exchange position, both at 
NBE and at the bank level. This means 
there is no new or heightened risk 
associated with the implementation of 
the new foreign exchange 
management system. 

In Conclusion 

I would like to reiterate and emphasize the 
following key messages: 

• We have started the fiscal year with strong 
foreign exchange inflows, and Tuesday’s 
auction is a clear signal of that strength. 

• Banks are widely addressing the foreign 
exchange needs of businesses and individuals, 
and NBE will support them whenever needed. 

• Businesses should use the formal foreign 
exchange market and avoid risking their funds 
by engaging with informal markets. 

• Finally, despite the false rumors and 
misinformation, our macroeconomic and 
foreign exchange reforms are on track, and 
we maintain a positive outlook for the year—
particularly in terms of foreign exchange and 
balance of payments (BOP) conditions. 

Thank you. 
 

 


