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Three of frontier Africa's four largest economies have now attempted exchange-rate reform in the same
cycle. The results diverge in instructive ways. This assessment extracts the common signal — when FX

reform is an entry point and when it is a trap — and applies it across the three markets.

KEY FINDINGS

01 FX reform is the strongest single entry signal in frontier Africa— but only when convertibility survives

its first scarcity episode.

02 Nigeria's reform is the most advanced and the most tested; the signal there has shifted from

announcement-risk to execution-risk.

03 Egypt's trajectory shows the recurring pattern of reform-under-financing: the regime holds exactly as long

as external inflows do.

04 Ethiopia is the earliest-stage case: the reform is newest, the discount largest, and the verification horizon

longest.

Why FX reform is the signal

In frontier African markets, the exchange-rate regime is not one policy among many. It is the ledger in which
all other policies are settled. Convertibility determines whether returns can leave; the parallel premium prices

the gap between the official economy and the real one; the reform's survival through its first scarcity episode

reveals the political economy of the entire government.

This is why Megala treats FX reform as the master indicator. An investor who reads the FX regime correctly
has read most of what matters. An investor who reads everything else and misses the FX regime has read

nothing that will appear in their returns.

The three cases

Nigeria attempted unification earliest in this cycle and has been tested hardest. The signal has matured: the
question is no longer whether the reform is sincere but whether execution — clearing obligations, holding the
band through import seasons — can be sustained through the political calendar. Execution-risk is a better risk

than announcement-risk, but it compounds quietly.
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Egypt illustrates the financing-dependent pattern: reform holds precisely as long as external inflows hold. The
regime has survived on Gulf capital and multilateral support, which makes the FX regime a derivative of

diplomatic arithmetic more than of domestic policy. Investors should price the financing, not the framework.

Ethiopia is the youngest reform: newest float, thinnest reserves, largest discount. The verification horizon is
correspondingly long — two full quarters of demonstrated convertibility discipline, minimum, before the signal

can be trusted.

When reform is a trap

The failure mode is consistent across episodes: reform is announced, portfolio capital enters fast, scarcity
returns, administrative allocation quietly resumes, and the entrants discover their exit is theoretical. The trap's
signature is a reform that never faces a stress test on inflows alone — one where no one attempts a large exit

until the regime has already tightened.

The defense is procedural: test the exit before sizing the entry. Repatriation queues, approval timelines, and

realized parallel spreads are observable facts. Official frameworks are intentions.

The comparative map

Read together, the three cases form a maturity curve: Nigeria shows what reform looks like after its first tests;
Egypt shows what reform looks like when financed externally; Ethiopia shows what reform looks like at
announcement-plus-one-year. The entry signal strengthens as a reform moves along this curve — and the
available discount shrinks in compensation. The investor's trade is therefore timing: early enough to capture the

discount, late enough that convertibility has been tested.

That trade cannot be timed from a desk. The data that decides it — queue lengths, realized spreads,

enforcement practice — exists on the ground before it exists in any database.

INDICATOR DASHBOARD

INDICATOR SIGNAL WATCHED DIRECTION
Nigeria FX Official-parallel spread; obligation backlog Stable

Egypt FX External inflow coverage of financing gap Watch
Ethiopia FX Convertibility discipline since float Improving
Repatriation practice Realized exit timelines, all three markets Watch

SCENARIO WEIGHTS

Divergence continues 60%

Nigeria consolidates, Egypt holds on financing, Ethiopia verifies slowly. Entry signals strengthen in that order.
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Synchronized stress 30%

A global risk-off episode tests all three regimes simultaneously; the financing-dependent cases crack first.

Reform contagion 10%

Demonstrated success in one market accelerates credible reform in the others; the frontier complex re-rates.

TRIGGERS TO WATCH

e Any of the three regimes reimposes administrative FX allocation for more than one month
» External financing package for Egypt or Ethiopia delayed beyond one quarter

e Realized repatriation timeline in any market doubles quarter-on-quarter

THE MEGALA VERDICT SELECTIVE

Treat FX reform as the entry signal it is — but only after the first scarcity episode has

passed. Nigeria is furthest along the verification curve, Ethiopia offers the largest discount

for the longest wait, Egypt should be priced as financing-dependent.

WHAT WOULD CHANGE OUR VIEW

e Size entries to what the demonstrated exit mechanism can carry, not to the theoretical opportunity

o Re-verify convertibility quarterly; reform survival is a flow, not a fact

Megala research is independent analysis prepared for informational purposes. It is not investment, legal, or tax advice, and it does not
consider any reader's specific circumstances. Political assessments describe scenarios and indicators; they are not statements about the
legitimacy of any government. © 2026 Megala Consulting, Addis Ababa, Ethiopia. Megala is privately funded and fully independent in its
analysis.
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