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Scientific Workshop Report:

Currency Exchange Disparities in Yemen: Challenges and Solutions

Date: May 20, 2025

Location: University of Science and Technology — Main Campus, Aden
Organizing Entities: University of Science and Technology — Faculty of
Administrative and Human Sciences (Accounting Department), in partnership with
the Yemeni Consultants Center.

Introduction:

In an initiative led by the University of Science and Technology, in collaboration
with the Yemeni Consultants Center, a scientific workshop was organized under the
title: ""Currency Exchange Disparities in Yemen: Challenges and Solutions." The
workshop aimed to discuss the issue of foreign currency exchange disparities and
their impact on business sectors and citizens' lives, with the goal of proposing
appropriate accounting-based solutions to this increasingly critical problem.

Attendance:

The workshop was attended by 70 participants, including academics from the
University of Science and Technology and other universities, as well as experts,
professionals, and financial managers working in various banks and companies inside
and outside Yemen. Among them, 42 attended in person, while 28 joined via Zoom.

After thorough discussions, deep intellectual engagement, and the exchange of
ideas—culminating in a clear identification of the problem—the workshop concluded
with the following recommendations:

First: Recommendations for Banks, Exchange Companies, and Insurance
Companies:

1. Daily closing and posting of exchange rate differences to accounting
records, along with daily financial position assessments, to ensure accuracy in
accounting documentation.

2. Allocating an emergency reserve to absorb shocks from unexpected
exchange rate fluctuations.

3. Acquiring and implementing advanced financial systems capable of
handling different types of exchange rate disparities to accurately reflect the
true financial position of the institution.
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4. Compliance with international accounting standards, particularly IAS 21
(The Effects of Changes in Foreign Exchange Rates) and other relevant
standards.

5. Implementing strict currency position management policies to limit
exposure to exchange rate risks, including establishing a specialized foreign
exchange risk management unit and setting maximum limits for open
currency positions.

6. Applying the matching principle between asset maturities and liabilities to
mitigate currency mismatch risks.

7. Developing a rigorous liquidity management framework based on a
thorough analysis of expected cash flows.

8. Strengthening the supervisory role of the Central Bank of Yemen to ensure
compliance with policies and procedures related to exchange rate fluctuations.

9. Establishing an independent currency board to enhance transparency and
ensure neutral decision-making in monetary policy.

10. Activating the Central Bank of Yemen’s reserve requirements for all
financial institutions to ensure banking system stability.

11. Enhancing governance mechanisms and internal controls in banks to ensure
transparency, accountability, and effective risk management in dealing
with currency exchange fluctuations.

Second: Recommendations for Commercial and Industrial Companies:

1. Monthly closing of exchange rate differences and daily updates of foreign
currency rates to ensure accuracy in accounting records.

2. Real-time pricing of products and services based on the current exchange rate
to avoid losses from fluctuations.

3. Exploring the adoption of a stable foreign currency as a functional (or pricing)
currency in accounting systems to reduce the impact of Yemeni rial volatility.

4. Recording expenses and revenues in Yemeni rials at the exchange rate on the
transaction date, while separating the operational and non-operational effects
of exchange differences.

5. Prioritizing sustainability over short-term profits to ensure long-term business
continuity.
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6. Optimizing expenses, particularly operational costs, to reduce financial
pressures.

7. Investing in advanced financial systems with continuous updates to keep pace
with rapid exchange rate changes, supporting multi-currency operations and
automatic rate updates through integration with reliable exchange rate data
sources.

8. Regularly evaluating the effectiveness of implemented accounting policies to
ensure alignment with financial and operational goals.

Third: General Recommendations for Financial, Commercial, and Industrial
Institutions:

1. Training financial and administrative staff to enhance their ability to properly
manage exchange rate fluctuation risks.

2. Improving disclosure of exchange rate fluctuation impacts in financial
statements, including clear explanations of accounting policies and risk
management reserves.

3. Learning from other countries' experiences that faced similar circumstances,
such as establishing independent currency boards and other successful models
in this field.

4. Engaging external auditors and financial experts to ensure compliance with
laws and accounting standards, and to review existing exchange rate difference
management policies.

5. Continuous coordination with the Central Bank of Yemen and regulatory
authorities to stay updated on monetary and financial policy changes, and to
standardize exchange difference treatment mechanisms.
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