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A Home-Grown Vision & Agenda for 
Ethiopia’s Economic Development

Ethiopia’s developmental  aspirations are well articulated in homegrown policy documents that provide 
a long-term vision and a detailed medium-term agenda:

❑ The Ten-Year Development Plan:
o Sets a 10-Year Vision of making Ethiopia “An African Beacon of Prosperity”

❑ Home-Grown Economic Reform Agenda (HGER I):
o Comprehensive program of Macro, Structural and Sector Reforms

❑ Home-Grown Economic Reform Agenda (HGER II)
o Building upon HGER I but with an added focus on productivity, creating a conducive investment 

environment, and building a capable civil service. 

a high note despite multiple and 
overlapping shocksHGER 2.0



FISCAL POLICY: 

AMBITIOUS REVENUE 
MOBILIZATION EFFORT 
LAUNCHED &  
IMPLEMENTED

EXPENDITURE 
COMPOSITION 
SIGNIFICANTLY 
IMPROVED

SUSTAINABLE SOURCES 
OF DEFICIT FINANCING 
SECURED

CRITICAL DEBT 
VULNERABILITIES 
ADDRESSED

Ensure deficits are financed 
without leading to future debt 
vulnerabilities

What Objectives

Address Ethiopia’s low level of tax 
collections to help drive public 
spending and growth

Ensure expenditure efficiency & 
effectiveness as well as is pro-poor 
and pro-growth



MONETARY POLICY & INFLATION REDUCTION: 

GREATER CENTRAL 
BANK AUTONOMY & 
ACCOUNTABILITY 
ESTABLISHED

PRIMACY GIVEN TO TO 
INFLATION CONTROL

MONETARY TOOLS & 
INSTRUMENTS 
MODERNIZED

FOUNDATIONS LAID 
FOR ACTIVE 
FINANCIAL MARKETS

Supporting the development of 
financial markets for instruments 
such as Bills and Bonds

What Objectives

Securing low and stable inflation 

Ensuring the development of 
market-based monetary policy 
tools and instruments



FINANCIAL SECTOR POLICY: 

ASSET QUALITY RISKS 
ADDRESSED AT 
SYSTEMIC BANK

MODERN BANKING 
BUSINESS PRACTICES PUT 
IN PLACE VIA NEW LAW

ENTRY OF FOREIGN 
BANKS ALLOWED

FINANCIAL ACCESS 
AND DIGITIZATION 
ACCELERATED

Modernizing policies and 
practices in the financial sector in 
line with global standards

What Objectives

Ensuring a safe, sound and stable 
financial system

Ensuring widespread financial 
services access & inclusion, driven 
by digitization 



EXCHANGE RATE & EXTERNAL POLICIES: 

HISTORIC EXCHANGE 
RATE REFORM 
IMPLEMENTED

FX REGIME 
SUBSTANTIALLY 
LIBERALIZED

LARGE AND LOW-COST 
EXTERNAL FINANCING 
SOURCES SECURED

EXTERNAL DEBT 
VULNERABILITIESAD
DRESSED VIA DEBT 
RELIEF

Encourage strong fx supply responses 
from exports, service receipts, 
remittances, and private capital flows

What Objectives

Improve Ethiopia’s long-term balance 
of payments sustainability

Reverse decline in fx reserves and 
build-up substantial fx buffer



Macro Reforms: Notable Outcomes & Successes

• Large revenue increase realized in 

H3 2025 due to exchange rate 

impacts (on trade taxes), new tax 

policy measures, and enhanced tax 

administration efforts

• Zero use of direct advances from 

the central bank 

• Major progress with debt relief 

talks,  including OCC agreement. 

Fiscal Policy

• New monetary tools introduced: NBE 

Policy Rate (15%), Open Market 

Operations, and Standing Deposit and 

Lending Facilities. Shifted to an 

interest-rate based policy framework

• Strong progress on reducing inflation, 

with further effort continuing

• Interest rates rising to towards 

market levels  for NBE rate, inter-bank 

money market, and T-Bill market.

Monetary Policy



Macro Reforms: Notable Outcomes & Successes

• FX premium substantially narrowed

• Rising fx sales by banking system

• Strong supply response in exports, 

remittances

• New FX bureaus & inter-bank fx trading

• Fx reserves raised to record highs at 

NBE and at commercial banks 

External Sector

• Systemic bank reformed and 

recapitalized, and major asset 

quality issues on legacy SOE debt 

resolved.

• New Proclamations have 

modernized institutional practices at 

NBE and in the banking system 

• Financial sector opened to foreign 

banks and other financial 

institutions

Financial Sector



Looking Ahead: Key Message

THE cost of the reform is very 
big-need for maximizing 

efficacy

▪ The effective control of 
government expenditure to 
ensure value-for-money and 
affordability consistent with 
macroeconomic constraints, 
effective means for achieving 
a resource allocation that 
reflects policy priorities, 
productive efficiency of 
public service delivery, and 
efficient budget execution to 
minimize the financial costs 
of budgetary operations.

Reforming Government 
Expenditure Management 
Systems is key area of the 

macroeconomic reform 
program:

▪ The expenditure 
management reform 
including deepening the 
EGP system and 
transparency and 
accountability around 
budget preparation, 
utilization and execution, 
and audit systems across 
government organs.

Strengthening audit capacity will be 
essential for the successful 

implementation of the Home-Grown 
Economic Reform:

▪ The GOE has committed to achieving 
full compliance with the publication of 
IFRS-based audited reports for SOEs 
with the IMF and WB, in which the 
Audit Board plays a critical role.

▪ More importantly, in Ethiopia, fiscal 
risks largely stem from State-Owned 
Enterprises (SOEs); these risks can be 
mitigated through improved 
information disclosure, including the 
publication of standardized audit 
reports.
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