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This monthly Afghanistan Economic Monitor is part of Afghanistan Futures, the World Bank’s program of research,
monitoring, and analytical reports on the Afghan economy and society. Afghanistan Futures seeks to inform the
international policy dialogue as the international community assesses how it can support the people of Afghanistan. This
Afghanistan Economic Monitor joins the regular surveys on the private sector, household welfare, and gender, as well as
the sectoral reports that inform the Afghanistan Development Update, a biannual flagship report.
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HIGHLIGHTS

Overlapping Afghanistan’s economy remains under strain due to drought, large-scale migrant returns, prolonged

shocks border closures with Pakistan, and conflict in the Middle East. While stronger domestic demand and
continue to improved revenue mobilization support modest growth, rising inflation and persistently weak investment
weigh on are constraining productivity gains, job creation, and improvements in household welfare.
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overall increase in food inflation.
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Year-on-year (YoY) inflation accelerated
further, pointing to persistent underlying price
pressures. Headline inflation rose to 7.6
percent in March 2026, up from 6.4 percent  Source: National Statistics and Information Authority (NSIA).
in February, driven by both food (7.4 percent)
and non-food (7.7 percent) components. Food
inflation was primarily driven by bread and
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Currency
remains
relatively
strong YoY,
despite a

small monthly
depreciation.
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cereals (14.6 percent), vegetables (14.6
percent), edible oils (11.6 percent), and fresh
and dried fruits (10.4 percent), while price
declines in other food categories partially
offset the overall increase.

Non-food inflation was largely driven by
housing (17.6 percent) and health (13.9
percent), with relatively modest changes
across other components. Core inflation rose
to 8.3 percent, indicating persistent
underlying inflationary pressures.

The Afghani depreciated slightly in March,
while remaining stronger than a year ago. In
March 2026, the Afghani depreciated
marginally by 0.5 percent MoM against the
U.S. dollar, reaching AFN 64.2 per USD. On a
YoY basis, it appreciated by 10 percent,
reflecting constrained monetary  supply
alongside sustained demand for local currency
in a cash-based economy.

In effective terms, nominal strength moderated
modestly during the month. The Nominal
Effective Exchange Rate (NEER) declined by
0.2 percent MoM, partially reversing the 3.4
percent increase recorded in the previous
month.

Real appreciation pressures eased. The Real
Effective Exchange Rate (REER) fell by 0.9
percent MoM in March, compared to a 1.4
percent increase previously, due to nominal
depreciation and inflation differentials with
trading partners.

On a YoY basis, NEER remained up 11
percent, while REER was broadly unchanged,
suggesting that nominal gains have been
offset by relative inflation, especially vis-a-vis
Iran.
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Source: DAB, IFS, and World Bank staff.

Issue #12 /FY2025



AFGHANISTAN ECONOMIC MONITOR

External
vulnerability
remains high,
with a large
and widening
cumulative
deficit.

Exports slump
on corridor
disruptions;
adaptation is
partial, with
textiles
rerouting via
Central Asia
but still weak
cumulatively.
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Trade conditions deteriorated as border
closures and regional instability raised
logistical costs and reshaped routes. The

continued closure of the Pakistan border,
combined with the conflict in the Middle East,
has significantly disrupted  Afghanistan’s
external tfrade and increased logistical costs.
While trade flows have not fully collapsed,
they have been substantially restructured, with
shipments increasingly redirected through
Central Asia and, to a lesser extent, air
corridors. However, these alternative routes
are associated with higher transportation costs
and longer transit times.

Exports weakened sharply while imports held
up. March 2026 data show a sharp
contraction in exports, while imports remained
relatively resilient, supported by underlying
demand and partial supply-chain adjustments;
disaggregated indicators nevertheless point to
emerging stress along key trade routes.

As a result, the deficit improved slightly in
terms of MoM but widened relative to last
year. The trade deficit narrowed by 6 percent
MoM to USD 960 million in March 2026 but
widened by 16 percent YoY, reflecting a
sharp contraction in exports (—22 percent)
and an expansion in imports (+12 percent).

Cumulative performance underscores
Afghanistan’s structural external vulnerability.
Over FY2025, the trade deficit expanded by
18 percent to USD 11.4 billion, equivalent to
approximately 56 percent of GDP, compared
with USD 9.6 billion (54 percent of GDP) in
FY2024.

Exports fell sharply in March as corridor
disruptions intensified. Afghanistan’s exports
declined sharply to USD 78 million in March
2026, down 37.1 percent MoM and 21.8
percent YoY reflecting severe disruptions first
from the Pakistan border, and then from the
conflict in the Middle East, affecting
established transit routes.

The shock hit key products and constrained
diversification, with limited scope for effective
rerouting. Disruptions affected food products
and interrupted the earlier reorientation
toward India for agricultural exports. While
some limited re-routing was observed, overall
export capacity remained highly constrained
due to the lack of viable alternative corridors.

AFGHANISTAN TRADE DEFICIT (US$ MILLIONS)
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Food exports declined, while textiles showed AFGHANISTAN’S EXPORTS DESTINATIONS (SHARE OF TOTAL
partial adaptation through Central Asia. Food EXPORTS) - FY 2025 TO DATE.

exports fell to USD 56.5 million, down 41.8

percent MoM decline and 14.1 percent YoY,

while textile exports increased to USD 13.6 Others, 13.7%

million, rising 50 percent YoY, as exporters

shifted shipments to China, through the Central China, 2.6%

Asia. However, cumulative textile exports fram, 3.2%

remained at 43 percent, indicating that the United Arab \ India, 43.6%
Emirates, 6.0%

sector has not fully recovered from earlier

underperformance.
. . Uzbekistan, 8.0%
Coal exports collapsed following the Pakistan

border closure, removing a major export
stream. Coal exports fell to zero following the
closure of the Pakistan border, weighing on Pakistan, 22.8%
overall export performance.

Cumulatively, exports showed little overall
change but became more concentrated in food  Source: ASYCUDA
and a narrow set of markets. Exports reached
USD 1.8 billion in FY2025, reflecting a
marginal increase of 0.3 percent compared to
FY2024, with food exports (up by 12.2
percent) accounting for 83 percent of exports,
up from 74 percent in the previous year. India
accounted for 43.6 percent of exports,
Pakistan 22.8 percent, and Uzbekistan 8
percent.

Early stress in  Despite mounting external pressures, imports AFGHANISTAN’S IMPORTS (US$ MILLIONS)

the Iran eased slightly in MoM terms. Afghanistan’s = Food Group
transit imports reached USD 1.04 billion in March, .

. . . B Mineral Products
corridor could  declining by 9 percent MoM but remained up & Textile
become a 12 percent YoY, reflecting continued domestic Chemicals & Allied Industries
broader demand. M Plastic/Rubber & Machinery
SU_PPIX and The Iran corridor continued to sustain inflows, ® Transportation related Goods
price risk. though signs of logistical stress are emerging. 14000 m Others

Direct imports from Iran declined by 13.8
percent MoM, while imports transiting through
Iran fell by 9.4 percent MoM, pointing to early ~ 1000.0
stress along this critical corridor.
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Import composition indicates
intermediate-goods demand  but
capital-goods  inflows. Consumer
representing approximately 41 percent of
imports, increased by 13 percent YoY,
indicating  resilient  household  demand.
Intermediate goods and raw materials, which
account for nearly half of total imports, grew
by 36 percent YoY, while capital goods,
comprising around 13 percent of imports,
declined by 24 percent YoY, likely reflecting
supply constraints linked to the Iran corridor
disruptions.

strong
weaker
goods,

Cumulatively, imports rose strongly, with Iran
remaining the largest source. Imports reached
USD 13.2 billion in FY2025, marking a 15
percent increase compared to FY2024. This
growth was primarily driven by strong
demand for consumer goods, as well as raw
materials and intermediate inputs. Iran
remained Afghanistan’s largest source of
imports (31.3 percent), followed by the United
Arab Emirates (17.8 percent), China (8.9
percent), and Turkmenistan (8 percent). In
terms of corridors, Iran direct and transit trade
represent 48.6 percent of total imports for the
year. This distribution underscores the
continued centrality of the Iran corridor,
alongside a gradual reorientation of
Afghanistan’s trade toward alternative routes
amid shifting regional trade dynamics.

AFGHANISTAN'S IMPORT ORIGINS (SHARE OF TOTAL
IMPORTS) - FY 2025 TO DATE
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Revenue
stays robust
despite
shocks,
supported by
compliance
and
enforcement
improvements
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Revenue performance remains resilient, but the
March decline largely reflects budget
calendar and timing effects. Afghanistan’s
domestic revenue totaled AFN 18.6 billion
(USD 290 million) in March 2026, down 26
percent MoM and 41 percent YoY. This sharp
decline reflects a timing effect, as the fiscal
year closed one month earlier than its usual
cycle, shifting revenue collection patterns.

A like-for-like comparison suggests the March
drop does not signal a structural weakening.
Revenues typically peak near fiscal year-end
due to settlement and clearance effects, and
March 2026 is broadly similar to April 2025
(a start-month of FY comparison), supporting
the interpretation that the decline is not
structural.

Underlying collections strengthened over the
fiscal year despite trade disruptions. Despite
pressures from the prolonged Pakistan border
closure and emerging trade disruptions linked
to the conflict in the Middle East, overall
revenue performance remained resilient. This
resilience was supported by improved
compliance, strengthened enforcement, and
the successful reorientation of trade through
alternative transit corridors.

Cumulative revenue increased materially,
supported by both tax and non-tax sources.
For analytical consistency, annual comparisons
of the full 12-month collection were
considered, which provides a more accurate
assessment of underlying trends. Domestic
revenue reached AFN 272.4 billion (USD 4.03
billion) in FY2025, equivalent to 19.8 percent
of GDP, marking a 12.7 percent increase
compared to FY2024. This sustained growth
reflects continued improvements in revenue
administration and compliance monitoring.

Tax revenue grew by 16.6 percent, reaching
AFN 109.1 billion and contributing 6.7
percentage points (pp) to overall revenue
growth. This performance was driven by
expanding economic activity, enhanced
collection efficiency, broader enforcement
across key tax bases, and improved taxpayer
compliance.

Customs revenue increased by 10.4 percent to
AFN 69.6 billion, contributing 2.7 pp to total
revenue growth. This growth was supported by
the rerouting of trade through alternative
corridors and strengthened customs

ECONOMIC CLASSIFICATION OF TOTAL REVENUE (AFN
BILLIONS)
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Source: Ministry of Finance and World Bank Staff.
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Fiscal deficit
remains
contained
despite higher
cumulative
expenditure,
with capital
spending
improving
modestly, but
execution
remains
sensitive to
fiscal timing
and
constraints.
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administration,  which  helped  mitigate
disruptions in traditional transit routes.

Non-tax revenue rose by 9.7 percent to AFN
92.6 billion, contributing 3.3 pp to overall
growth. The increase was driven by higher
receipts from road and transport tolls,
passport and overflight fees, as well as
revenues from railway and telecommunications
services.

Revenue from other minor sources amounted to
AFN 1.1 billion, contributing only marginally to
total collections.

Monthly spending fell sharply in March due to
budget-calendar change. In March 2026, total
public expenditure amounted to AFN 17.4
billion, down by 50 percent MoM largely
reflecting timing effects associated with the
early fiscal year closure and a shift of
spending into earlier months.

The composition of spending indicates a sharp
pause in goods, services, and capital
execution. Wages and salaries increased by
10 percent MoM, while expenditure on goods
and services declined by 80 percent and
capital spending fell by 90 percent, consistent
with the beginning of the budget cycle.

Cumulative expenditure increased over the
fiscal year, driven mainly by wages and
higher transfers. Total public expenditure
reached AFN 278.6 billion in FY2025,
equivalent to 20.3 percent of GDP, marking a
12.3 percent increase compared to AFN
248.2 billion in FY2024. Wages and salaries
rose by 13.3 percent to AFN 165.5 billion,
contributing 7.3 pp to total expenditure
growth and accounting for 59 percent of
overall spending, highlighting the continued
dominance of recurrent expenditures. In
contrast, goods and services declined by 1.3
percent to AFN 65 billion, contributing —0.6
pp to total expenditure growth, indicating
some containment in operational spending.

Subsidies and transfers increased significantly
by 42 percent YoY to AFN 19.2 billion,
contributing 2.8 pp to overall growth. This
expansion was driven by support to returning
migrants, earthquake-affected households,
families of martyrs, persons with disabilities,

ECONOMIC CLASSIFICATION OF TOTAL EXPENDITURES (AFN
BILLION)
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and pension disbursements under revised

guidelines.

Development (capital) spending reached AFN
28.3 billion, reflecting a 27.7 percent increase
YoY and contributing 2.7 pp to total
expenditure growth, indicating a modest
strengthening in capital formation.

Loan repayments totaled AFN 0.6 billion, a
4.9 percent increase, with only a marginal
contribution to overall expenditure dynamics.

In terms of sectoral allocation, security-related
expenditure accounted for AFN 134.3 billion
(48.2 percent of total spending), while civilian
sectors and service delivery programs
received AFN 144.3 billion (51.8 percent).

Overall, Afghanistan recorded a fiscal deficit

of AFN 6.2 billion, equivalent to 0.4 percent
of GDP, in FY2025.

SECTOR CLASSIFICATION OF TOTAL EXPENDITURES FY2025 TO
DATE (AFN BILLION)
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Source: Ministry of Finance and World Bank Staff.
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ANNEX

MoM change (%) YoY change (%)

Mar-26 Feb-25 Jan-26 Dec-25 Mar-25 Mar-26 Mar-26
Overall CPI Index 140.9 139.0 138.3 135.7 131.0 1.4% 7.6%
Food 146.9 143.1 142.3 137.6 136.7 2.6% 7.4%
Tobacco 160.9 160.6 160.0 159.9 162.3 0.2% -0.8%
Clothing 150.2 152.6 150.0 151.1 149.0 -1.6% 0.8%
Housing 130.3 128.9 128.8 126.0 110.8 1.1% 17.6%
Furnishing and household goods 129.9 132.1 130.7 132.1 130.4 -1.6% -0.4%
Health 168.6 166.8 165.8 162.1 148.1 1.1% 13.9%
Transportation 130.8 127.0 129.0 133.8 129.1 3.1% 1.3%
Communication 90.3 90.7 90.6 90.8 90.7 -0.4% -0.4%
Information and Culture 110.7 111.2 110.7 110.7 108.4 -0.5% 2.1%
Education 138.7 139.2 140.1 140.4 142.1 -0.3% -2.4%
Restaurants and Hotels 115.2 116.9 113.4 113.5 113.6 -1.4% 1.5%
Miscellaneous 155.8 157.3 157.2 157.5 156.0 -0.9% -0.1%
Core Price Index 135.9 135.1 135.1 134.0 125.4 0.6% 8.3%
EXCHANGE RATE ('-' depreciation, '+' appreciation)

Mar-26 Feb-26 Jan-26 Dec-25 Mar-25 Mar-26 Mar-26
AFN/USD 64.2 63.9 66.2 66.2 71.1 -0.5% 10.8%

Mar-26 Feb-26 Jan-25 Dec-25 Mar-25 Mar-26 Mar-26
NEER 152.5 152.8 147.8 148.1 137.9 -0.2% 10.6%
REER 83.9 84.7 83.5 83.9 83.8 -0.9% 0.1%
TRADE

Mar-26 Feb-26 Jan-26 Dec-25 Mar-25 Mar-26 Mar-26
Total Exports (US$ Million) 78.0 124.0 135.1 162.3 99.7 -37% -22%
Food Group 56.5 97.1 108.5 144.3 65.8 -42% -14%
Coal 0.0 0.0 0.0 0.0 9.3 #DIV/0! -100%
Textiles 13.6 8.2 71 7.3 9.1 67% 50%
Others 7.9 18.7 19.5 10.7 15.5 -58% -49%
Total Imports (US$ Million) 1038.6 1141.7 1086.0 1177.9 929.2 -9% 12%
Food Group 227.9 241.2 233.0 237.6 191.2 -6% 19%
Mineral Products 262.9 296.8 303.3 329.4 229.6 1% 14%
Textile 61.4 69.6 51.0 53.6 52.8 -12% 16%
Chemicals & Allied Industries 62.1 58.0 67.6 67.6 50.1 7% 24%
Plastic/Rubber & Machinery 117.5 143.5 122.0 150.7 119.9 -18% -2%
Transportation related Goods 80.9 107.5 1111 135.7 91.9 -25% -12%
Others 226.0 225.2 198.0 203.4 193.7 0% 17%
Trade Deficit (US$ Million) 960.6 1017.8 950.9 1015.6 829.5 -6% 16%

Mar-26 Feb-26 Jan-26 Dec-25 Mar-25 Mar-26 Mar-26
Total Revenue (AFN Billion) 18.6 26.0 26.9 24.1 29.7 -29% -37%
Domestic Tax Revenue 7.5 10.2 10.5 9.7 12.8 -26% -41%
Customs Duty and Fee 4.8 6.3 6.5 6.2 6.4 -23% -25%
Non-Tax Revenue 6.1 9.4 9.7 8.1 10.3 -34% -41%
Other Revenue 0.1 0.3 0.3 0.1 0.1 -64% 34%
Total Expenditures (AFN Billion) 17.4 34.6 22.1 23.7 24.2 -50% -28%
Wages & Salaries 13.7 12.5 12.8 12.9 3.7 10% 268%
Use of Good and Services 2.7 13.3 6.3 5.8 12.9 -80% -79%
Interest & Repayment of Loan 0.0 0.3 0.0 - -
Subsidies/ Grants & Social Benefits 0.4 0.4 0.6 2.1 0.8 -15% -55%
Acquisition of Assets 0.7 8.4 2.4 27 6.7 -92% -90%
Fiscal Deficit 1.2 -8.5 4.8 0.3 5.4 -114% -78%

For analytical products in Afghanistan, kindly visit https: //www.worldbank.org/en/country /afghanistan.

Data notes: The Afghanistan Economic Monitor is produced by World Bank staff, drawing from various data sources. Reflecting limited
data availability, data sources and coverage may vary between editions. Data sources are cited for each chart. The Afghanistan
Economic Monitor uses data from the following sources: (i) official statistics on prices produced by the NSIA; (ii) data on prices and
wages collected from all provinces by the World Food Program; (iii) data on exchange rates collected and reported by DAB; and
(iv) data on trade from the ASYCUDA.
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