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supported vulnerable populations, mitigating
the impact of economic downturns and con-
tributing to social welfare. Additionally, remit-
tances from Afghan expatriates have served as
a lifeline for many households, injecting for-
eign currency into the economy and bolstering
the country's foreign exchange reserves. These
remittances have not only provided financial
support to families but have also played a sig-
nificant role in improving living standards and
driving domestic consumption. By increasing
the availability of foreign currency, both hu-
manitarian aid and remittances have helped
stabilize the Afghani currency, ensuring its
value and contributing to the overall economic
resilience of Afghanistan.

Improved Security Situation

Security situation in Afghanistan significantly
improved in 2023 compared to previous years
which facilitated increased exports and trade
with neighboring countries. With reduced se-
curity risks, Afghan businesses were able to
expand their operations and increase their
production capacity. This led to a boost in ex-
ports of goods and services. Additionally, the
enhanced security environment encouraged
the initiation of infrastructure projects which
had its part in contributing to economic
growth and stability as it paved the way for
employment opportunities. Good security
situation also contributed to improved inves-
tor confidence and a more favorable environ-

ment for economic activities. This, in turn, had

a positive impact on the value of the Afghani.
Taming Inflation

DAB made efforts to monitor and manage in-
flation through the implementation of prudent
monetary policies, including liquidity manage-
ment and auctions to control rising prices and
maintain stability in the economy. Further-
more, as part of its liquidity management
strategy, DAB implemented a temporary cap
on withdrawals from banks. Despite limited
access to foreign exchange reserves, Da Af-
ghanistan Bank has successfully met the coun-
try's foreign exchange needs.

In a Nutshell

During the period from August 2021 to Sep-
tember 2023,the Afghani (AFN) witnessed sig-
nificant ups and downs. Despite the challeng-
ing circumstances, the currency experienced
an increase in value against the US dollar. Da
Afghanistan Bank played a crucial role in
managing inflation effectively preserving the
value of the Afghani. This led to increased in-
ternational recognition and stability for the
currency. The control of inflation and positive
steps taken by DAB towards the stability of the
banking system bore fruit. While challenges
remain, Afghanistan's central bank remains
committed to maintaining financial stability
and continuing effective measures to control
inflation, strengthen the banking system and
ensure the prosperity of the nation.

Anwar Ullah Hayat

Publications Manager, DAB
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robust framework for controlling dollar smug-
gling. It introduced enhanced reporting re-
quirements for FXDs and MSPs, ensuring
transparency in financial transactions and fa-
cilitating the detection of suspicious activities.
The bank also conducted regular audits and
inspections to monitor compliance and iden-
tify any potential loopholes or weaknesses in
the system.

Curtailing the Use of Foreign Currency

Da Afghanistan Bank implemented measures
to restrict the use of foreign currency, espe-
cially the currency of neighboring countries, in
daily transactions, aiming to promote the use
of the Afghani (AFN) and maintain control
over monetary policy. To effectively communi-
DAB

launched public awareness programs in col-

cate and enforce these restrictions,

laboration with relevant institutions including
law enforcement agencies across different
provinces. These programs included the publi-
cation of informative posters, social media
campaigns, and other communication chan-
nels to educate the public about the impor-
tance of conducting transactions in the na-
tional currency. By raising awareness about
the benefits of using the Afghani (AFN) and
the legal implications of using foreign cur-
rency, DAB sought to foster a culture of com-
pliance and reinforce the use of the national
currency in day-to-day financial transactions.
These efforts were crucial in curbing the wide-

spread use of foreign currency and promoting

the stability of the domestic monetary system.
Cracking Down on Unregulated MSPs and FXDs
Da Afghanistan Bank prioritizes the integrity
of the financial system by actively combating
money laundering, terrorism financing, and
the circulation of proceeds of crimes. Unregu-
lated nonbanking institutions pose a signifi-
cant risk, leaving consumers vulnerable to
fraud and undermining the credibility of the
financial sector. To address this, the bank has
implemented measures to oversee licensed in-
stitutions, improve regulations, and establish
efficient mechanisms for regulating the foreign
exchange and money services sectors. A joint
committee was formed to detect and prevent
illegal activities, and penalties were imposed
on licensed and unlicensed entities. By revok-
ing licenses of non-standard institutions, iden-
tifying illegal unlicensed entities, and introduc-
ing a new licensing mechanism, the bank en-
sured that qualified entities operate in the
market, boosting consumer confidence and en-
hancing the integrity of the financial system.
Aid and Remittances

Humanitarian aid by the United Nations and
remittances from the Afghan Diaspora living
abroad have also played an important role in
preserving the value of the Afghani currency.
These inflows of funds have provided much-
needed stability to the economy and helped
alleviate the economic challenges faced by Af-
ghanistan. Humanitarian aid, in the form of

cash, food, and medical supplies, has directly



For instance, the World Bank’s reports noticed
that the inflation has declined and the value of
the Afghani (AFN) has improved against other
currencies and domestic price stability has
been managed well. Furthermore, the Afghani
(AFN) was even recognized by Bloomberg
which has called it the world’s best performing
currency in the third quarter of 2023.
Bloomberg report highlights that the value of
the Afghani has witnessed an increase of 14%
in the past year, placing it on third position in
the global list. Previously, the Bloomberg
ranked it second amongst the nine best cur-
rencies of the world.

DAB’s Role

The outstanding performance of the Afghani
(AFN) can be attributed, apart from other fac-
tors, to DAB's prudent monetary policies,
strategies and effective measures, which have
instilled public trust in the banking sector and
prevented inflation from spiraling out of con-
trol and preserved the value of the Afghani
against the US dollar. These measures encom-
passed tightening monetary policy, strength-
ening regulatory frameworks, and emphasiz-
ing transparency in financial transactions.
Part of its strategies was putting a lid on the
smuggling of the US dollar, cracking down on
unregulated FXDs and MSPs, limiting the use
of foreign currencies in domestic transactions,
ban on online illegal financial activities, and
raising awareness about increasing the use of
the Afghani (AFN) in businesses.

Curbing the Dollar Smuggling

Da Afghanistan Bank implemented a compre-
hensive strategy to address the issue of dollar
smuggling and worked diligently to curb such
illicit activities. Recognizing the detrimental
impact of dollar smuggling on the economy,
especially on the value of the Afghani, the
bank engaged in close collaboration with vari-
ous stakeholders. To combat dollar smuggling
effectively, Da Afghanistan Bank employed a
multi-pronged approach. It established strong
relationships with FXDs and MSPs, providing
them with necessary guidance, training, and
support to ensure compliance with regulations
and prevent the facilitation of illegal activities.
Regular meetings were organized to exchange
information, address concerns, and enhance
cooperation to combat dollar smuggling.
Furthermore, Da Afghanistan Bank actively
engaged with law enforcement agencies, cus-
toms, and border control authorities, to
strengthen the enforcement of regulations and
laws related to currency movements. Through
its relevant departments, Da Afghanistan
Bank ensured that intelligence sharing were
conducted to identify and apprehend individu-
als or groups involved in illicit dollar smug-
gling activities. The bank provided relevant
authorities with the necessary resources and
assistance to effectively investigate and prose-
cute offenders. In addition to collaboration
and enforcement, Da Afghanistan Bank imple-

mented strict regulatory measures to create a
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