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HIGHLIGHTS 
Economic 
recovery is 
underway, 
but 
population 
pressures are 
eroding living 
standards. 

 

Afghanistan’s economy is growing modestly, supported by strong demand, relative price stability, and 
improved domestic revenue mobilization. However, this growth remains insufficient to improve living 
standards. Rapid population growth, fueled by the return of millions of Afghans, has outpaced economic 
expansion, leading to a decline by 5.6 percent in per capita incomes and increasing pressure on 
household welfare.  

Headline 
inflation 
eased on 
improving 
food supply, 
but persistent 
non-food 
pressures 
continue to 
constrain 
broader 
disinflation. 

 

Inflation moderated in May 2026 despite 
heightened regional instability and disruptions 
to traditional trade routes. Consumer prices 
declined by 1.2 percent month-on-month 
(MoM), reflecting the continued availability of 
imported goods and the onset of the domestic 
harvest season, which boosted the supply of 
agricultural products and helped stabilize 
food markets. 

Food prices fell by 2.1 percent MoM, led by 
sharp declines in vegetables (-15.4 percent), 
spices (-1.9 percent), oil and fats (-1.8 
percent), and meat (-0.9 percent). These 
declines more than offset increases in sugar 
(2.2 percent) and dairy products (2.0 
percent), while prices of most other food items 
remained relatively stable. 

Non-food prices declined by 0.2 percent 
MoM, reflecting a gradual normalization of 
transportation and logistics costs. The largest 
declines were recorded in transportation (-3.5 
percent), clothing (-1.6 percent), furnishings 
and household goods (-1.2 percent), and 
restaurants and hotels (-1.2 percent), with 
smaller decreases in communication, culture, 
and education. In contrast, housing costs 
increased by 1.2 percent, tobacco prices by 
1.5 percent, and health-related costs by 0.6 
percent. Rising housing costs continued to 
reflect demand pressures linked to the return 
of Afghan migrants, while higher health costs 
were driven by increased pharmaceutical 
prices. 

On YoY basis, headline inflation eased to 8.0 
percent in May 2026 from 8.6 percent in 
April, although price pressures remained 
elevated. Food and non-food inflation stood 
at 8.3 percent and 7.7 percent, respectively. 

HEADLINE PRICE INDEX (APRIL 2015 = 100) 

 

 

 

 

HEADLINE & CORE INFLATION (Y-O-Y) 

 

 

Source: National Statistics and Information Authority (NSIA). 
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Food inflation was driven mainly by higher 
prices for bread and cereals (18.2 percent), 
sugar (11.0 percent), oils and fats (10.2 
percent), vegetables (8.4 percent), dairy 
products (2.8 percent), meat (1.5 percent), 
and fruits (1.3 percent), while spices and 
beverages recorded slight price declines. 

Non-food inflation remained elevated at 7.7 
percent YoY, driven primarily by housing 
(15.4 percent), health services (16.2 percent), 
transportation (4.5 percent), education (3.5 
percent), culture (1.3 percent), and clothing 
(0.8 percent). Price changes across other non-
food categories remained relatively 
moderate. 

Core inflation also eased to 8.0 percent, 
indicating a gradual moderation in underlying 
inflationary pressures. Nevertheless, persistent 
increases in housing and healthcare costs, 
together with remaining supply-side 
constraints, continue to exert upward pressure 
on prices despite recent improvements in food 
supply and trade logistics. 

 

Nominal 
appreciation 
continued, but 
real 
depreciation
—driven by 
lower 
inflation—
strengthened 
Afghanistan’s 
external 
competitivene
ss. 

 

The Afghani strengthened modestly in May 
2026, appreciating by 1.2 percent MoM 
against the U.S. dollar to AFN 63.9 per USD. 
On YoY basis, the currency remained 8.3 
percent stronger, supported by tight domestic 
liquidity conditions and sustained demand for 
local currency in a predominantly cash-based 
economy. 

Against the currencies of Afghanistan’s major 
trading partners, the Afghani also 
appreciated, with the Nominal Effective 
Exchange Rate (NEER) rising by 1.4 percent 
MoM, reflecting broad-based nominal gains 
across regional currencies. 

Despite the nominal appreciation, the Real 
Effective Exchange Rate (REER) depreciated 
by 1.4 percent in May 2026, following a 1.6 
percent decline in the previous month. This 
divergence reflects more favorable inflation 
differentials, particularly relative to Iran and 
Pakistan, where inflation remained higher than 
in Afghanistan. As a result, Afghanistan’s 
external price competitiveness improved 
despite the strengthening of the nominal 
exchange rate. 

On a YoY basis, the NEER appreciated by 9 
percent, while the REER was depreciated by 3 

AVERAGE MONTHLY AFN/$ EXCHANGE RATE 
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percent. The widening gap between the two 
measures suggests that higher inflation among 
major trading partners more than offset the 
effects of nominal currency gains, supporting a 
modest improvement in Afghanistan’s 
competitiveness in regional markets. 

 

NEER AND REER – INDEX (JULY 2021 =100) 

(HIGHER = APPRECIATION) 

 

 

Source: DAB, IFS, and World Bank staff. 

 

 

Trade flows 
persisted 
despite 
disruptions, 
but shifts to 
alternative 
corridors have 
increased 
costs and 
constrained 
overall 
activity. 

 

The continued closure of key border crossings 
with Pakistan, together with ongoing conflict 
and geopolitical tensions in the Middle East, 
has adversely affected Afghanistan’s external 
trade environment. Although trade flows have 
continued, overall trade activity has 
weakened as disruptions to traditional transit 
routes have increased transportation and 
logistical challenges. In response, a growing 
share of trade has been rerouted through 
Central Asian transit corridors and, to a lesser 
extent, via air cargo routes. 

Exports declined in May 2026 compared with 
April and remained below their level of a year 
earlier, reflecting weaker regional trade 
connectivity and continued disruptions to 
established export channels. Imports also 
decreased during the month, partly due to 
adjustments in supply chains and the ongoing 
shift toward alternative transit corridors, which 
have constrained the inflow of goods despite 
continued domestic demand. 

As a result, Afghanistan’s trade deficit 
narrowed by 10 percent MoM and 17 percent 
YoY to USD 887.1 million in May 2026. 
Afghanistan remains heavily dependent on a 
limited number of transit routes, leaving its 
trade sector highly exposed to border 
disruptions, regional geopolitical 
developments, and shifts in neighboring 
countries’ trade and transport policies. 

 

AFGHANISTAN TRADE DEFICIT (US$ MILLIONS) 

 

 
 

Source: ASYCUDA 
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Disruptions to 
traditional 
routes 
reduced 
exports and 
increased 
concentration, 
highlighting 
persistent 
structural 
weaknesses 
in export 
diversification
. 

 

Afghanistan’s exports totaled USD 79.2 million 
in May 2026, declining by 17 percent MoM 
from USD 95.2 million in April. Export 
performance also remained weak on YoY, with 
values 14 percent lower than in May 2025. 
The decline reflects the continued disruption of 
traditional trade routes following the closure 
of key border crossings with Pakistan and the 
ongoing conflict in the Middle East, both of 
which have adversely affected regional 
connectivity, transit logistics, and access to 
export markets. 

The impact of these disruptions varied across 
sectors, highlighting Afghanistan’s limited 
export diversification and dependence on a 
narrow range of products and destination 
markets. Coal exports were particularly 
affected, remaining negligible since the 
border closure with Pakistan. Opportunities for 
market diversification remained constrained, 
as neighboring countries are largely self-
sufficient in energy production and related 
commodities. 

Other export sectors demonstrated greater 
adaptability using alternative transit routes, 
although overall export performance 
remained subdued. Food exports reached 
USD 52.8 million in May 2026, declining by 
23.1 percent MoM and 7.5 percent YoY. 
Textile exports totaled USD 12.8 million and 
recorded strong growth of 48.3 percent 
compared to the previous year, supported by 
the successful rerouting of shipments to China 
through Central Asian transit corridors. This 
shift illustrates the sector’s relatively greater 
flexibility in responding to logistical 
disruptions and evolving regional trade 
patterns. 

The contraction in several export categories 
contributed to increased export concentration, 
heightening the sector’s vulnerability to 
external shocks. Food exports accounted for 
67 percent of total exports in May 2026, up 
from 62 percent a year earlier. This growing 
concentration underscores Afghanistan’s 
continued dependence on a limited commodity 
base and the absence of broad-based export 
diversification. 

India remained Afghanistan’s largest export 
destination, accounting for 34 percent of total 
exports, followed by Iran with 11.3 percent 
and China with 10.9 percent. China’s 

AFGHANISTAN’S EXPORTS (US$ MILLIONS) 

 

 

 

AFGHANISTAN’S EXPORTS DESTINATIONS (SHARE OF TOTAL 
EXPORTS) – FY 2026 TO DATE. 
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importance as an export market continued to 
grow, driven primarily by rising textile exports 
transiting through Central Asian corridors. 
Overall, Afghanistan’s export sector remains 
highly exposed to external shocks due to its 
narrow export base, concentration of 
destination markets, and dependence on 
regional transit infrastructure. 

 

High 
dependence 
on the Iran 
corridor amid 
declining 
imports 
underscores 
persistent 
external 
vulnerabilities 
and supply 
constraints. 

 

Afghanistan’s imports declined to 
approximately USD 0.97 billion in May 2026, 
falling by 11 percent MoM and 16 percent 
YoY amid heightened regional instability, 
disruptions to traditional trade routes, and 
increased logistical challenges. Import activity 
weakened across most categories as 
businesses adjusted to changing transit 
conditions and increased transportation costs. 

The Iran corridor remained the backbone of 
Afghanistan’s import supply chain. Direct 
imports from Iran declined by 12 percent 
MoM, while imports transiting through Iran fell 
by 15 percent. Despite these declines, the 
combined share of direct and transit imports 
through Iran increased slightly, accounting for 
56 percent of total imports in May 2026. 
Imports routed through Central Asian corridors 
also contracted by 5 percent MoM, although 
these routes continued to account for a 
substantial 41 percent of total imports. Air 
corridor imports declined sharply by 47 
percent from a low base, reflecting weaker 
trade volumes and adjustments in logistics 
networks. 

Commodity-level trends point to a broad-
based slowdown in imports, particularly for 
non-essential and investment goods. Consumer 
goods imports declined by 7 percent MoM 
and 4 percent YoY, while imports of 
intermediate goods and raw materials fell by 
16 percent and 18 percent, respectively. 
Capital goods recorded the steepest decline, 
decreasing 41 percent YoY, reflecting the 
continued blockage of the Hormuz strait 
throughout the month.  

By commodity group, food imports increased 
by 20 percent YoY, highlighting the increased 
dependency on food imports to meet cereal 
requirements following the drought. In contrast, 
imports of mineral products declined by 28 
percent YoY, textiles by 43 percent, machinery 
and equipment by 16 percent, transport 

AFGHANISTAN’S IMPORTS (US$ MILLIONS) 

 

 

AFGHANISTAN’S IMPORT ORIGINS (SHARE OF TOTAL 
IMPORTS) – FY 2026 TO DATE 

 

 

Source: ASYCUDA 
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equipment by 49 percent, chemicals—
including fertilizers—by 2 percent, and 
plastics and rubber products by 43 percent. 
These declines reflect the continued effects of 
trade and supply-chain disruptions. 

Consumer goods accounted for approximately 
43 percent of total imports, intermediate 
goods and raw materials represented 46 
percent, while capital goods comprised 
around 10 percent of total imports. 

Iran remained Afghanistan’s largest source of 
imports, accounting for 31.6 percent of total 
imports, followed by the United Arab Emirates 
(12.1 percent), China (11.9 percent), and 
Uzbekistan (8.6 percent). Although alternative 
corridors have helped sustain trade flows, the 
growing reliance on the Iranian route 
underscores the economy’s vulnerability to 
geopolitical developments, border disruptions, 
and logistical constraints across the region. 

 

 

 

 

 

 

 

 

 

Stable 
revenue 
performance 
masks rising 
reliance on 
non-tax 
sources, 
highlighting 
fiscal 
exposure to 
trade 
disruptions. 

 

Afghanistan’s domestic revenue collections 
reached AFN 22 billion (USD 344.1 million) in 
May 2026, increasing by 12 percent MoM but 
declining by 5 percent compared with the 
same period last year.1 Despite pressures 
arising from the prolonged closure of key 
border crossings with Pakistan and trade 
disruptions linked to conflict in the Middle East, 
revenue performance remained relatively 
resilient. Stronger tax administration, 
improved taxpayer compliance, enhanced 
enforcement measures, and the rerouting of 
trade through alternative transit corridors 
helped mitigate the adverse impact of 
external shocks on fiscal performance. 

Tax revenue amounted to AFN 8.6 billion, 
increasing by 7.4 percent MoM but declining 
by 4 percent YoY. The annual decline may 
reflect weakening economic activity and 
reduced taxable income.  

Customs revenue experienced the sharpest 
contraction, declining by 30.2 percent MoM 
and 45 percent YoY to AFN 3.5 billion. The 
decline reflected a combination of reduced 
trade activity and a shift in the composition of 
imports toward essential goods that are 

ECONOMIC CLASSIFICATION OF TOTAL REVENUE (AFN 
BILLIONS) 

 

 

Source: Ministry of Finance and World Bank Staff. 

 

 
1 The Interim Taliban Administration (ITA) has advanced the start of the fiscal year by one month, resulted in an 11-month budget 
for FY2026 as part of a gradual realignment of the fiscal calendar. For comparability, fiscal analysis in the AEM will continue to be 
presented on a 12-month basis and will be fully aligned once the fiscal year reverts to a standard 12-month cycle. 
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subject to lower tariff rates, alongside a 
decline in imports of higher-value capital 
goods. Customs collections were further 
affected by disruptions to traditional transit 
routes and the continued adjustment of import 
and export flows following border restrictions 
and regional instability.  As a result, customs 
collections remained the most affected 
component of domestic revenue, highlighting 
the sensitivity of Afghanistan’s fiscal position to 
external trade developments. 

In contrast, non-tax revenue demonstrated 
strong growth, increasing by 45 percent MoM 
and 21 percent YoY to AFN 9.4 billion. This 
performance was driven by higher collections 
from road and transport tolls, passport and 
overflight fees, as well as increased revenues 
from railway and telecommunications services. 
The strength of non-tax revenue helped offset 
weaknesses in trade-related revenue streams 
and provided important support to overall 
revenue mobilization. 

Revenue from other minor sources totaled AFN 
0.5 billion and accounted for only a small 
share of overall collections. 

Overall, the composition of revenue in May 
2026 reflects the growing importance of non-
tax sources in sustaining fiscal performance 
amid trade-related disruptions. While 
domestic revenue collection has remained 
relatively robust despite challenging external 
conditions, the sharp decline in customs 
revenue underscores the continued 
vulnerability of public finances to disruptions in 
regional trade and transit corridors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Public 
spending 
increased 
sharply to 
catch up with 
the normal 
trend after the 
delayed 
budget 
approval. 

Public expenditure increased significantly by 
89 percent compared with the previous month 
to reach AFN 26.4 billion in May 2026. This 
sharp rise was largely driven by the 
disbursement of salary payments and other 
outstanding expenditure commitments that had 
been postponed due to delays in the budget’s 
approval. 

Spending on wages and salaries rose by 86.3 
percent MoM, while expenditure on goods and 
services increased by 42.5 percent. 
Expenditure on subsidies and transfers, and 
capital projects also recorded substantial 
increases from relatively low bases, although 
these categories continued to represent a 
modest share of total spending. 

ECONOMIC CLASSIFICATION OF TOTAL EXPENDITURES (AFN 
BILLION) 
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Compared with May 2025, total public 
expenditure increased by 80 percent from 
AFN 14.7 billion. Spending on wages and 
salaries rose by 67 percent YoY to AFN 20.4 
billion, accounting for 77 percent of total 
expenditure and underscoring the continued 
dominance of recurrent spending. Expenditure 
on goods and services nearly doubled, 
increasing by 93.8 percent YoY to AFN 3.5 
billion, reflecting both the clearance of 
delayed payments and higher operational 
spending. 

Although expenditure on subsidies and 
transfers, and capital investments also 
increased during the month, these categories 
remained relatively limited, accounting for 
only 7 percent and 3 percent of total 
expenditure, respectively. The persistently low 
share of development and capital spending 
continues to constrain the government's 
capacity to support infrastructure 
development, service delivery improvements, 
and long-term economic growth. 

During the first two months of the fiscal year, 
total public expenditure amounted to AFN 
40.4 billion, representing a 10 percent 
increase compared with the same period last 
year. Of this amount, AFN 31.3 billion was 
allocated to wages and salaries, AFN 6.0 
billion to goods and services, AFN 2.2 billion 
to subsidies and transfers, and AFN 1.0 billion 
to capital expenditure, while interest 
payments remained negligible. With revenues 
reaching AFN 41.7 billion over the same 
period, a fiscal surplus of AFN 1.3 billion was 
recorded. 

In terms of sectoral allocation, security-related 
expenditure amounted to AFN 20.8 billion 
during the first two months of the fiscal year, 
representing 51.5 percent of total public 
spending. Civilian sectors and service delivery 
programs received AFN 19.6 billion, 
equivalent to 48.5 percent of total 
expenditure. The near-equal distribution 
between security and civilian spending reflects 
the government's continued emphasis on 
maintaining security operations while financing 
basic public services. However, the 
predominance of recurrent expenditure over 
development spending highlights ongoing 
challenges in creating fiscal space for 
productive public investment. 

 

 

SECTOR CLASSIFICATION OF TOTAL EXPENDITURES FY2026 

 TO DATE (AFN BILLION) 

 

 

Source: Ministry of Finance and World Bank Staff. 
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ANNEX 
      MoM change (%) YoY change (%) 
PRICES     

  May-26 Apr-26 Mar-26 Feb-26 May-25 May-26 May-26 
Overall CPI Index 140.9 142.5 140.9 139.0 130.5 -1.2% 8.0% 

Food 145.7 148.8 146.9 143.1 134.6 -2.1% 8.2% 
Tobacco 162.7 160.4 160.9 160.6 161.0 1.5% 1.1% 

Clothing  150.3 152.7 150.2 152.6 149.2 -1.6% 0.8% 
Housing 131.3 129.7 130.3 128.9 113.8 1.2% 15.4% 

Furnishing and household goods 131.0 132.6 129.9 132.1 131.4 -1.2% -0.3% 
Health  170.4 169.4 168.6 166.8 146.6 0.6% 16.2% 

Transportation 131.3 136.1 130.8 127.0 125.9 -3.5% 4.3% 
Communication 90.2 90.7 90.3 90.7 90.7 -0.6% -0.6% 

Information and Culture 111.4 112.0 110.7 111.2 110.0 -0.6% 1.3% 
Education 144.3 145.4 138.7 139.2 139.4 -0.7% 3.5% 

Restaurants and Hotels 114.9 116.3 115.2 116.9 114.7 -1.2% 0.2% 
Miscellaneous 156.3 156.9 155.8 157.3 157.4 -0.4% -0.7% 

Core Price Index 136.9 136.8 135.9 135.1 126.7 0.0% 8.0% 
                

EXCHANGE RATE ('-' depreciation, '+' appreciation) 
  May-26 Apr-26 Mar-26 Feb-26 May-25 May-26 May-26 

AFN/USD 63.9 64.7 64.2 63.9 69.7 1.2% 9.1% 
  May-26 Apr-26 Mar-26 Feb-26 May-25 May-26 May-26 

NEER 153.3 151.2 152.5 152.8 140.3 1.4% 9.3% 
REER 81.4 82.5 83.9 84.7 83.7 -1.4% -2.8% 

                

TRADE 
  May-26 Apr-26 Mar-26 Feb-26 May-25 May-26 May-26 

Total Exports (US$ Million) 79.2 95.2 78.0 124.0 91.9 -17% -14% 
Food Group 52.8 68.7 56.5 97.1 57.2 -23% -8% 

Coal 0.0 0.0 0.0 0.0 13.7 #DIV/0! -100% 
Textiles 12.8 14.5 13.6 8.2 8.7 -12% 48% 

Others 13.6 11.9 7.9 18.7 12.3 14% 10% 
                

Total Imports (US$ Million) 966.3 1085.5 1038.6 1141.7 1156.2 -11% -16% 
Food Group 251.7 243.9 227.9 241.2 209.0 3% 20% 

Mineral Products  203.6 276.5 262.9 296.8 283.1 -26% -28% 
Textile 48.1 46.1 61.4 69.6 84.6 4% -43% 

Chemicals & Allied Industries 63.6 69.6 62.1 58.0 64.9 -9% -2% 
Plastic/Rubber & Machinery 110.5 105.1 117.5 143.5 147.5 5% -25% 

Transportation related Goods 61.8 94.6 80.9 107.5 120.5 -35% -49% 
Others 227.0 249.6 226.0 225.2 246.5 -9% -8% 

                
Trade Deficit (US$ Million) 887.1 990.3 960.6 1017.8 1064.3 -10% -17% 

                
FISCAL 

  May-26 Apr-26 Mar-26 Feb-26 May-25 May-26 May-26 
Total Revenue (AFN Billion) 22.0 19.7 18.6 26.0 23.3 12% -5% 

Domestic Tax Revenue 8.6 8.0 7.5 10.2 9.0 7% -4% 
Customs Duty and Fee 3.6 5.1 4.8 6.3 6.5 -30% -45% 

Non-Tax Revenue 9.4 6.5 6.1 9.4 7.8 45% 21% 
Other Revenue 0.5 0.1 0.1 0.3 0.1 386% 662% 

                
Total Expenditures (AFN Billion) 26.4 14.0 17.4 34.6 14.7 89% 80% 

Wages & Salaries 20.4 10.9 13.7 12.5 12.2 86% 67% 

Use of Good and Services 3.5 2.5 2.7 13.3 1.8 43% 94% 
Interest & Repayment of Loan 0.0 0.0   0.0 0.0 - - 

Subsidies/ Grants & Social Benefits 1.8 0.4 0.4 0.4 0.5 380% 255% 
Acquisition of Assets 0.8 0.2 0.7 8.4 0.2 282% 285% 

            
Fiscal Deficit -4.4 5.7 1.2 -8.5 8.6 -177% -151% 

 
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. 

https://www.worldbank.org/en/country/afghanistan

