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HIGHLIGHTS 
 

Afghanistan’s 
economy 
under 
sustained 
strain 

 

Afghanistan’s economy remains under strain from large-scale migrant returns and prolonged border 
closures with Pakistan. Although stronger demand and improved revenue collection support modest 
growth, weak investment continues to constrain productivity. Consequently, per capita GDP is projected 
to decline by 4 percent in FY2025, with poverty remaining widespread. 

Inflationary 
pressures 
intensified in 
December 
2025, driven 
by sharp food 
price 
increases and 
rising health 
costs. 

 

In December 2025, the consumer prices 
increased by 2.3 percent month-on-month 
(MoM), reflecting broad-based price 
pressures across both food and non-food 
categories. 

Food inflation rose to 3.6 percent MoM, 
driven mainly by sharp increases in 
vegetables (15 percent), oils and fats (5.9 
percent), bread and cereals (4.1 percent), 
and meat (2.1 percent). Prices of dairy 
products, sugar, spices, beverages, and other 
food items rose by up to 2 percent, while fresh 
and dried fruits declined by 3.3 percent. 

Non-food inflation rose by 1.1 percent MoM, 
led by higher costs in health and clothing. 
Health prices surged by 8.8 percent, 
reflecting elevated medicine procurement 
costs following import rerouting after the 
Pakistan border closure while clothing prices 
increased by 1.8 percent. Prices across most 
other non-food categories increased by up to 
1 percent, partly offset by a 3.8 percent 
decline in transportation prices. 

On a year-on-year (YoY) basis, headline 
inflation rose to 5.7 percent in December, up 
from 4.7 percent in November, driven by both 
food (5.5 percent) and non-food (5.9 percent) 
categories. Food inflation was mainly driven 
by fresh and dried fruits (17.7 percent), 
reflecting earlier supply disruptions and 
subsequent trade rerouting, bread and 
cereals (9.7 percent), and meat (7.4 percent), 
while non-food inflation was primarily driven 
by housing (13 percent), health (12 percent), 
and transportation (4.7 percent). Core 
inflation increased to 6 percent. 

Overall, rising prices continue to erode 
household purchasing power, while increasing 
business costs are posing risks to economic 
activity if the trend continues. 

HEADLINE PRICE INDEX (APRIL 2015 = 100) 

 

 

 

HEADLINE & CORE INFLATION (Y-O-Y) 

 

 

Source: National Statistics and Information Authority (NSIA). 
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Exchange rate 
stability 
continued in 
January 
2026, though 
real 
appreciation 
points to 
modest 
competitivene
ss pressures. 

 

 

In January 2026, the Afghani remained 
broadly stable against the U.S. dollar, holding 
at AFN 66.2 per USD, unchanged from the 
previous month. On a YoY basis, however, the 
currency appreciated 11.5 percent. 

The Afghani also appreciated against the 
currencies of its principal trading partners. In 
December 2025, the Nominal Effective 
Exchange Rate (NEER) rose slightly by 0.3 
percent MoM, driven by gains against the 
Pakistani rupee, Indian rupee, Iranian rial, and 
UAE dirham.  

The real effective exchange rate (REER) rose 
by 1.7 percent MoM, reflecting a reversal in 
the inflation differential with trading partners. 
After a period of relatively low inflation, rising 
domestic prices have turned the differential 
unfavorable, contributing to a real 
appreciation and a modest loss of external 
price competitiveness. 

Nevertheless, on a YoY basis, the REER 
depreciated by 1 percent, suggesting that the 
competitiveness gains achieved in earlier 
periods have been maintained, despite a 7 
percent YoY nominal effective appreciation. 
Overall, while recent real appreciation 
warrants close monitoring, exchange rate 
developments continue to lead to a broadly 
stable external position. 

 

 

 

 

AVERAGE MONTHLY AFN/$ EXCHANGE RATE 

 

 

NEER AND REER – INDEX (JULY 2021 =100) 

(HIGHER = APPRECIATION) 

 
Source: DAB, IFS, and World Bank staff. 

 

Route 
diversification 
cushioned 
supply 
pressures but 
raised costs, 
underscoring 
growing trade 
vulnerabilities
. 

 

The continued closure of the Pakistan border 
has disrupted Afghanistan’s trade and raised 
logistical costs. Although shipments have been 
rerouted through Iran and Central Asia, these 
alternatives entail higher transportation costs, 
longer delivery times, and operational 
inefficiencies. As a result, overall trade activity 
declined, with both exports and imports 
falling. The trade deficit narrowed by 6 
percent MoM to USD 0.95 billion in January. 

On a YoY basis, however, the monthly trade 
deficit widened by 11 percent in January, as 
exports fell by 10 percent while imports 
increased by 8 percent, placing renewed 
pressure on the external balance. 

Cumulatively, over the first ten months of 
FY2025, the trade deficit expanded by 18 
percent to USD 9.4 billion, equivalent to 43 

AFGHANISTAN TRADE DEFICIT (US$ MILLIONS) 

 
Source: ASYCUDA 
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percent of annual GDP, compared to USD 8.0 
billion (39 percent of annual GDP) during the 
same period in FY2024.  

 

Border 
closures 
weighed 
heavily non-
food export 
performance, 
exposing 
Afghanistan’s 
reliance on a 
narrow set of 
markets and 
products. 

 

Afghanistan’s exports contracted sharply to 
USD 135 million in January 2025, declining by 
17 percent MoM and 11 percent YoY. The 
downturn was primarily driven by the closure 
of the Pakistan border, which disrupted 
established transit corridors and delayed the 
rerouting of shipments to alternative markets, 
including India and Central Asia. 

Food exports amounted to USD 109.5 million, 
registering a 3.7 percent YoY decline. Textile 
exports remained subdued at USD 7.1 million, 
reflecting a steep 48.2 percent YoY 
contraction, largely due to the sector’s 
dependence on Pakistan’s market. Coal 
exports fell to zero for the second consecutive 
month, further dampening overall export 
performance. 

Cumulatively, exports reached USD 1.6 billion 
during the first ten months of FY2025, marking 
a modest increase of 2.1 percent compared to 
the same period in FY2024. Over the same 
period, food exports rose by 13.6 percent 
and accounted for 84 percent of total exports, 
up from 75 percent a year earlier.  

In terms of destination markets, exports to 
Pakistan continued to decline, accounting for 
25 percent cumulatively in the first ten months 
of FY2025. India emerged as Afghanistan’s 
largest export market, representing 44.2 
percent of the exports over the same period. 
Uzbekistan’s share increased to 7.8 percent on 
a cumulative basis, reflecting gradual shift to 
Central Asia. 

 

 

 

 

 

 

 

 

AFGHANISTAN’S EXPORTS (US$ MILLIONS) 

 

 

 

 

AFGHANISTAN’S EXPORTS DESTINATIONS (SHARE OF TOTAL 
EXPORTS) – FY 2025 TO DATE. 

 

 

 

Source: ASYCUDA 

Import flows 
were 
maintained 
through 
alternative 

In January 2026, imports totaled USD 1.1 
billion, declining by 6.4 percent MoM. On a 
YoY basis, however, imports increased by 11 
percent, reflecting sustained domestic 
demand, partly associated with the influx of 

AFGHANISTAN’S IMPORTS (US$ MILLIONS) 
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corridors, 
limiting 
supply 
disruptions 
amid regional 
trade 
constraints. 

 

returnees. Despite ongoing regional trade 
disruptions, import flows were largely 
maintained through alternative transit 
corridors, limiting more severe supply 
constraints. 

At the commodity level, textile imports 
declined by 16.3 percent YoY, while chemical 
imports fell by 14.3 percent. In contrast, 
imports of food products rose by 7.5 percent, 
minerals by 46 percent, plastics by 22.3 
percent, and transportation equipment by 3.3 
percent.  

By broad economic categories, imports of 
intermediate goods and raw materials—
accounting for nearly half of total imports—
expanded by 44 percent YoY, indicating a 
potential recovery in manufacturing activity. 
Meanwhile, consumer goods imports declined 
by 4.3 percent YoY, and capital goods imports 
fell by 8 percent, reflecting tighter purchasing 
power and subdued investment. 

Cumulatively, imports reached USD 11 billion 
during the first ten months of FY2025, marking 
a 15 percent increase compared to the same 
period in FY2024. This growth was primarily 
driven by strong demand for raw materials 
and intermediate goods. 

In terms of trading partners, Iran remained 
Afghanistan’s largest source of imports, 
accounting for 30.7 percent of total imports in 
FY2025, followed by the United Arab 
Emirates (18.4 percent), Pakistan (8.9 
percent), and China (8.3 percent). This 
evolving distribution highlights the continued 
reorientation of Afghanistan’s trade flows 
toward Iran and Central Asian corridors amid 
shifting regional trade dynamics.  

Following the closure of the border with 
Pakistan, imports transiting through the Iran 
trade corridor have increased by 10 
percentage points to approximately 60 
percent of total imports routed through Iran. 

 

 

 

AFGHANISTAN’S IMPORT ORIGINS (SHARE OF TOTAL 
IMPORTS) – FY 2025 TO DATE 

 
Source: ASYCUDA 
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Strong 
performance 
in tax, 
customs, and 
non-tax 
revenues 
supported 
fiscal buffers 
amid 
declining 
external 
grants and 
ongoing trade 
disruptions. 

 

Afghanistan’s domestic revenue collection 
reached AFN 26.9 billion (USD 406.1 million) 
in January 2026, marking an increase of 11.8 
percent MoM and 63 percent YoY. Despite 
revenue pressures stemming from the border 
closure, overall performance remained robust, 
supported by improved compliance, enhanced 
enforcement, and the successful reorientation 
of trade flows through alternative transit 
routes. 

Cumulatively, domestic revenue during the first 
ten months of FY2025 amounted to AFN 227.8 
billion (USD 3.4 billion), equivalent to 14.8 
percent of annual GDP, and represented a 
19.2 percent increase compared to the same 
period in FY2024. This performance reflects 
continued sustained improvements in revenue 
administration and compliance monitoring. 

Tax revenues increased by 25.5 percent year-
to-date, reaching AFN 91.4 billion during the 
first ten months of FY2025 and contributing 18 
percentage points (pp) to overall revenue 
growth. This strong performance reflects 
increased economic activity, alongside 
improvements in collection efficiency, 
expanded enforcement across key tax bases, 
and strengthened taxpayer compliance. 

Customs revenues rose by 15.2 percent 
cumulatively in the first ten months of FY2025 
to AFN 58.5 billion, contributing 8.8 pp to total 
revenue growth. The increase was supported 
by trade rerouting toward alternative 
corridors and strengthened customs 
administration, which helped offset disruptions 
in Pakistan transit route. 

Non-tax revenues grew by 15.6 percent to 
AFN 77.1 billion over the same period, 
contributing 11.8 pp to total revenue growth. 
The expansion was driven by higher receipts 
from road and transport tolls, passport and 
administrative service fees, overflight charges, 
as well as revenues from railway and 
telecommunications services. 

Revenues from other minor sources totaled 
AFN 0.7 billion during the first ten months of 
FY2025, contributing only marginally to 
overall collections. 

ECONOMIC CLASSIFICATION OF TOTAL REVENUE (AFN 
BILLIONS) 

 

 

 

Source: Ministry of Finance and World Bank Staff. 
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Spending 
patterns point 
to a gradual 
reallocation 
toward 
transfers and 
capital 
outlays within 
a restrained 
fiscal 
envelope. 

 

In January 2026, total public expenditure 
amounted to AFN 22.1 billion, declining by 7 
percent MoM. Expenditure on goods and 
services increased by 8.3 percent, while 
wages and salaries, social transfers, and 
capital spending recorded modest declines 
during the month. 

On a YoY basis, total expenditure decreased 
by 8 percent compared to January 2025. 
Spending on wages and salaries declined by 
14 percent, and expenditure on goods and 
services fell by 11 percent. In contrast, 
spending on social transfers increased by 
146.2 percent, while asset acquisition rose by 
24.5 percent YoY. These increases, from a 
very low base, suggest a moderate level of 
allocation toward social transfers and 
development-related outlays rather than a 
substantial expansion. 

Cumulatively, during the first ten months of 
FY2025, total expenditure reached AFN 225 
billion, equivalent to 14.6 percent of annual 
GDP, representing a 12.4 percent increase 
from AFN 200.2 billion in the corresponding 
period of FY2024. Spending on wages and 
salaries rose by 7.3 percent, from AFN 129.6 
billion to AFN 139.1 billion, contributing 3.5 
pp to overall expenditure growth. Expenditure 
on goods and services increased by 7.5 
percent to AFN 48.8 billion, contributing 1.3 
pp to total spending growth. 

Subsidies and transfers increased by 44.5 
percent to AFN 18.3 billion, up from AFN 12.7 
billion in FY2024. This increase was driven by 
expanded assistance to returnees, 
earthquake-affected households, families of 
martyrs and persons with disabilities, as well 
as the disbursement of employee and 
employer pension contributions under revised 
guidelines. These factors collectively 
contributed 3.5 pp to overall expenditure 
growth. 

Development spending reached AFN 18.1 
billion, marking a 47.6 percent cumulative 
increase and contributing 3.7 pp to total 
expenditure growth, indicating a stronger 
emphasis on capital formation. Loan 
repayments totaled AFN 0.6 billion, a 163.4 
percent increase from the previous year, 
contributing 0.4 pp to overall growth. 

Security-related expenditure amounted to 
AFN 106.8 billion, accounting for 47.5 percent 

ECONOMIC CLASSIFICATION OF TOTAL EXPENDITURES (AFN 
BILLION) 

 

 

 

 

SECTOR CLASSIFICATION OF TOTAL EXPENDITURES FY2025 TO 
DATE (AFN BILLION) 

 

 

Source: Ministry of Finance and World Bank Staff. 
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of total spending, while AFN 118.2 billion 
(52.5 percent) was allocated to civilian sectors 
and service delivery programs. 

As a result, Afghanistan recorded a fiscal 
surplus of AFN 2.8 billion (0.2 percent of GDP) 
during the first ten months of FY2025, as total 
revenues of AFN 227.8 billion slightly 
exceeded total expenditures of AFN 225 
billion, reflecting continued fiscal discipline 
and prudent expenditure management. 
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ANNEX 
      MoM change (%) YoY change (%) 

PRICES     
  Dec-25 Nov-25 Oct-25 Sep-25 Dec-24 Dec-25 Dec-25 

Overall CPI Index 135.7 132.6 131.1 129.2 128.4 2.3% 5.7% 
Food 137.6 132.7 130.6 129.0 130.4 3.6% 5.5% 

Tobacco 159.9 159.6 163.7 162.9 161.8 0.2% -1.2% 
Clothing  151.1 148.4 150.8 148.6 150.7 1.8% 0.2% 

Housing 126.0 126.5 122.7 119.7 111.6 -0.4% 12.9% 
Furnishing and household goods 132.1 131.0 132.4 130.8 133.4 0.8% -1.0% 

Health  162.1 149.1 143.2 143.9 144.9 8.8% 11.9% 
Transportation 133.8 139.2 143.8 138.1 127.8 -3.8% 4.7% 

Communication 90.8 90.7 91.1 90.8 90.9 0.0% -0.2% 
Information and Culture 110.7 110.2 111.1 110.1 110.3 0.4% 0.3% 

Education 140.4 139.6 139.4 139.4 141.2 0.6% -0.5% 
Restaurants and Hotels 113.5 113.3 113.5 113.8 113.2 0.2% 0.3% 

Miscellaneous 157.5 158.7 159.0 158.2 158.8 -0.7% -0.8% 
Core Price Index 134.0 132.0 130.4 128.6 126.4 1.5% 6.0% 

                
EXCHANGE RATE ('-' depreciation, '+' appreciation) 

  Jan-26 Dec-25 Nov-25 Oct-25 Jan-25 Jan-26 Jan-26 
AFN/USD 66.2 66.2 66.4 66.5 74.8 -0.1% 13.0% 

  Dec-25 Nov-25 Oct-25 Sep-25 Dec-24 Dec-25 Dec-25 
NEER 148.1 147.6 147.4 144.8 138.9 0.3% 6.6% 

REER 83.9 82.6 82.4 81.3 85.0 1.7% -1.3% 
                

TRADE 
  Jan-26 Dec-25 Nov-25 Oct-25 Jan-25 Jan-26 Jan-26 

Total Exports (US$ Million) 135.1 162.3 215.9 267.4 149.5 -17% -10% 
Food Group 108.5 144.3 197.5 238.4 112.7 -25% -4% 

Coal 0.0 0.0 0.0 0.3 7.6 -100% -100% 

Textiles 7.1 7.3 5.4 13.9 13.6 -4% -48% 
Others 19.5 10.7 13.0 14.9 15.5 83% 26% 

                
Total Imports (US$ Million) 1086.0 1177.9 1124.4 1146.6 1006.7 -8% 8% 

Food Group 233.0 237.6 188.7 204.6 216.8 -2% 7% 
Mineral Products  303.3 329.4 332.8 289.8 207.7 -8% 46% 

Textile 51.0 53.6 52.5 69.2 60.9 -5% -16% 
Chemicals & Allied Industries 67.6 67.6 72.7 73.1 78.9 0% -14% 

Plastic/Rubber & Machinery 122.0 150.7 154.8 140.0 112.9 -19% 8% 
Transportation related Goods 111.1 135.7 119.2 106.8 107.5 -18% 3% 

Others 198.0 203.4 203.7 263.1 222.0 -3% -11% 
                

Trade Deficit (US$ Million) 950.9 1015.6 908.4 879.2 857.2 -6% 11% 
                

FISCAL 
  Jan-26 Dec-25 Nov-25 Oct-25 Jan-25 Jan-26 Jan-26 

Total Revenue (AFN Billion) 26.9 24.1 23.4 23.2 16.5 12% 63% 
Domestic Tax Revenue 10.5 9.7 10.3 9.3 6.6 8% 59% 

Customs Duty and Fee 6.5 6.2 5.3 6.1 4.1 4% 57% 
Non-Tax Revenue 9.7 8.1 7.8 7.8 5.7 20% 70% 

Other Revenue 0.3 0.1 0.0 0.0 0.0 226% 749% 
                

Total Expenditures (AFN Billion) 22.1 23.7 23.4 24.3 24.0 -7% -8% 
Wages & Salaries 12.8 12.9 12.1 12.5 14.8 -1% -14% 

Use of Good and Services 6.3 5.8 5.5 7.7 7.0 8% -11% 
Interest & Repayment of Loan   0.3 0.0 0.0 0.0 - - 

Subsidies/ Grants & Social Benefits 0.6 2.1 2.3 2.2 0.3 -70% 146% 
Acquisition of Assets 2.4 2.7 3.6 2.0 1.9 -12% 24% 

             

Fiscal Deficit 4.8 0.3 -0.1 -1.1 -7.5 1412% -164% 

 
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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