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SECTION 1: INTRODUCTION

The study provides an overview of the Afghan banking sector and financial services provided by 
financial institutions throughout Afghanistan, particularly following the Taliban regime takeover of the 
internationally-backed Afghan government on 15 August 2021. The aim of this study is to provide 
information on the current state of financial services in the country and to identify the current challenges 
and the likely scenarios in the coming months. Humanitarian actors depend on a country’s banking and 
financial infrastructure to bring money into the country and to utilize and distribute funds. In 
Afghanistan, many banks have suspended or limited their operations, which has significantly affected 
the entire economy, including humanitarian actors in the country.

The study provides an overview of banking and financial services under the Government of Islamic 
Emirate of Afghanistan (GoIEA) with goal of informing humanitarian actors of the options and risks 
available in terms of the financial sector. The focus is in the immediately future, the coming 3-6 months. 
The study surveys the current state of the financial services and, international responses to the 
Afghanistan domestic financial sector, policies and actions undertaken by the GoIEA government. This 
analysis covers various banking services, money transfers domestically and internationally, Foreign 
Exchange Dealings (FXDs), cash accessibility and availability of payments.

This report is divided into four sections: 

Section 1 of this study introduces the main aims of the study, focusing on the status of 
financial services following the change of government from August 15, 2021 onwards

Section 2 contextualizes the main research findings by analyzing the current limitations 
and constraints faced by private banks, public banks, Hawala and Mobile Money Operators 
in Afghanistan. It also explicitly analyzes the opportunities and risks facing humanitarian 
actors associated with using each of these Financial Service Providers.

Section 3 outlines the likely scenarios in the banking and non-banking financial sector of 
Afghanistan in the coming 3-6 months given recent policy responses employed by GoIEA 
in Kabul and how these policies will affect the operations of cash actors.

Section 4 draws conclusion from the findings and identifies recommendations to cash 
actors on how to address the key constraints in the banking and non-banking financial 
system – focusing on available options identified in this study and risks associated with 
each option.  



SECTION 2: FINDINGS

A. Current Context and Sanctions 
The internationally-backed Afghan government known as Government of the Islamic Republic of Afghanistan (GoIRA) 
collapsed on 15 August 2021, when the administration of the country was overtaken by the Taliban and a new 
government established referred to as the Government of the Islamic Emirate of Afghanistan (GoIEA). 

When the GoIRA collapsed, various countries immediately placed certain sanctions on the GoIEA regime. Notably, the 
US froze the reserve funds of the DAB being held in the Federal Reserve Bank of New York, which amounted to USD 
$9 billion out of $10.5 billion total reserves.  The EU has also frozen some $1.4 billion in long-term and emergency 
assistance that were conditional on the GoIRA maintaining democratic institutions. At the same time, the IMF put a hold 
on USD $1 billion that had been approved for the country, and the World Bank put a freeze on $800 million allocated to 
projects. At the level of the UN, several of the members of the GoIEA administration are members of the UN sanctions 
list, including the prime minister, two deputy ministers and the foreign minister. Because of this, international 
organizations including the different UN bodies will be reluctant to provide any funds to not only GoIEA , but also many 
non-governmental entities including money exchangers (i.e. hawala agents) and various financial institutions, which 
directly impact the ability of humanitarian actors to carry out their work.  These sanctions come in addition to UN Security 
Council resolution 1988 passed in 2011 which sanctions on the Taliban, its members, its finances, and any activities that 
may support the association. Any humanitarian assistance by international humanitarian organizations will likely entail 
services being provided directly to end-users without the involvement of the government. Because of these sanctions, 
Afghanistan is seeing very limited in-flow of foreign fund into the country, which is a completely change from the context 
under the GoIRA regime where foreign assistance support the salaries for 60% of public servants.

The sanctions on the GoIEA impact the Afghan banking sector in two direct ways. First, the DAB has placed restrictions 
on the volume of funds that may be withdrawn from banks (explained further below). These restrictions are meant to 
prevent a bank run from occurring and to prevent American dollars from leaving the country. However, these restrictions 
destroy customer confidence in the banks as they prevent customers from accessing their own funds. Second, because 
government salaries are not being paid at the moment, virtually no funds are entering into banks. The salaries of civil 
servants and of the employees international organization were normally deposited into their bank accounts. Due to 
sanctions, salaries are not being paid and thus money is not entering the banking sector. At the moment, banks are 
seeing an outflow of their funds without any corresponding inflow (i.e. depositing) of funds.

I. Current Government Policies
The GoIEA is current struggling to maintain a functioning banking 
sector because for the freeze on its central bank assets as well as 
the reduction in international assistance. For this reason, the 
government has placed stringent withdrawal limits for both individual 
and corporate customers (detailed below). These limits have been in 
place since bank reopened followed the Taliban takeover, and while 
these limits may change, there is no indication that these limits will 
be altogether removed.

One of the big challenges facing the GoIEA is its access to foreign 
dollars. Currently, banks have been instructed to only allow for 
withdrawals to be made in the local currency, thereby preserving 
foreign dollars within the country. The rationale of this approach 
seems to be that the government wishes to prevent an immediate 
bank run on foreign dollars while also maintaining the stability of its 
exchange rate. Banks hold deposits with the central bank and if 
banks were to withdraw all of their foreign dollars from the central 
bank, it may well exhaust all of the assets of the central bank, 
causing its collapse. In an attempt to curtail the use of foreign funds 
in the market, the Government recently announced a ban on all 
foreign currencies in the market, though the application of this 
directive is to be seen, as such pronouncements have been made 
by provincial governors in the past but with limited success given 
how tightly Afghan’s economy in intertwined with its neighbours.



On Nov 17, 2021, the GoIEA made an open appeal to the US congress asking that it release its assets it the hopes that 
this would prevent humanitarian crisis. Other countries like Russia and Pakistan have also called for funds to be unfrozen. 
Some people have called for the conditional unfreezing of these assets, thereby allowing for the US and international 
community to monitor the actions of the GoIEA1. However, the US government has been unwilling to change its position 
and unfreezing those assets would be politically challenging given the GoIEA garner little sympathy amongst US officials. 
The heavily aid-dependent country has been facing devastating human crisis due to the faltering economy.

The current policy of the GoIEA seems to be to maintain the operations of the central bank and the banking sector. It has 
asserted that the unfreezing of its central bank assets would jump-start the economy. All of the current laws and regulations 
remain in force. Interviews with central bank employees revealed that the central bank continues to operate similar to how 
it functioned prior under the GoIRA. Employees continue to carry out their duties according to the existing structure of the 
central bank (explained in the next section). The government temporarily recommenced its foreign currency auction of 
American dollars2, though at a greatly reduced scale (whereas in the past, an auction may have involved USD $10-20 
million, the one-off auction carried out under the GoIEA was in the order of $2 million). Only one auction was organized by 
the GoIEA, and the US dollars provided consisted of $1, $20 and $ 50 notes, while $100 notes were noticeably absent. 
This suggests that the GoIEA was trying to get rid of these smaller denomination notes for book keeping purposes rather 
than trying to recommence the auctioning system like in the past. 

The central bank will face a number of challenges in the coming 
3-6 months. There is limited training and knowledge amongst 
leadership levels the central bank in monetary policy and 
banking matters, which raises questions on their ability to 
maintain the functions of the central bank. The central bank has 
also faced, and will continue to face, a reduction in skilled 
technical workers as some employees seek to flee the country. 
Finally, the reduction in technical workers alongside limited 
financial resources to support the central bank operations 
(since the central bank will also suffer from reduction in 
international assistance) may mean that the central bank will 
face challenges in its ability monitor commercial banks and 
money exchangers.

For humanitarian actors, what this means is that in the coming 
3-6 months is that they will be operating in an increasingly 
unregulated environment where the central bank as well as 
commercial banks will be downsizing and consolidating their 
operations while still trying to remain functional. The central 
bank will be more lax in its oversight of both banks and 
exchangers. Banks will remain constrained because of 
stringent central bank withdrawal restrictions. Humanitarian 
actors are one of the few opportunities for Afghanistan to 
increase the flow of foreign currency into the country, 
suggesting that the GoIEA, banking regulators and banks would 
be very keen to work with these actors and accommodate their 
requirements. 

II. Overview of the Da Afghanistan Bank (Central Bank)
DAB is the central money authority and financial regulator in Afghanistan. DAB was established in the 1930s, though it 
provided very limited regulatory oversight of banks for much of its history and was reduced to skeletal operations during civil 
war in the 1980s and early 1990s and the first Taliban government in the late 1990s. After 2001 and as part of international 
State reconstruction efforts, the IMF worked closely with DAB to improve its various functionalities as the country’s central 
banking and financial regulator3. The independence of DAB is enshrined in article 12 of the Afghan Constitution 2004. The 
President holds the authority to appoint the head of the central bank, and the appointment also requires approval by the 
parliament. DAB is regulated by the Da Afghanistan Bank Law (2003), which sets out its objectives, organization, roles, and 
responsibilities. The highest administrative body of DAB is the Supreme Council (SC) that consists of seven members – the 
governor, first deputy governor, and five other members, all of whom are selected by the President and approved by the 
Parliament. The SC is responsible for formulating the monetary policy of Afghanistan and supervises the functioning of the 
bank. Amongst the SC, only the first governor and first deputy governor are regular members of the daily operations of DAB. 

1-Biden Hurting Afghanistan’s Poor by Blocking Reserves, Official says https://www.bloomberg.com/news/articles/2021-09-08/biden-hurting-poor-by-blocking-afghan-reserves-official-says
2-This US dollar auction was held despite the announcement by the GoIEA on the bank on US dollars in the market, thus revealing the inconsistent implementation of rules.
3-Bennett, A., Schaetzen, B. de, Rooden, R. van, Dicks-Mireaux, L., Fischer, F., & Kalfon, T. (2003). Islamic State of Afghanistan: Rebuilding a Macroeconomic Framework for Reconstruction and Growth 
(IMF Country Report No. 03/299). International Monetary Fund.



The governor, first deputy governor, comptroller and other deputy governors assigned by the SC collectively form the 
Executive Board, who are responsible for the administrative operation of DAB outside of the responsibilities assigned to 
the SC. The central office of DAB is located in Kabul, Afghanistan, and approximately 50 branch offices exist throughout 
the country, helping to implement DAB monetary policies across the country.

Table 1: List of departments and offices of DAB 

No Departments 
1 Governor's Office Department 
2 Monetary Policy Department 
3 Banking Supervision Directorate 
4 Islamic Banking Department 
5 Market Operation Department 
6 Comptroller General’s Office 
7 Financial Disputes Resolution Commission 
8 Public Credit Registry Department 
9 Accounting and Finance Department 
10 Information Technology Department 
11 Human Resources Department 
12 Banking Operation Department 
13 General Counsel 
14 Financial Sector Strengthening Projects (FSSPs) 
15 Financial Inclusion Department (FID) 
16 Procurement Department 
17 Financial Risk Management Department 

 
The country has both conventional banks and Islamic banks that follow the Afghanistan Banking Law (2015), and 
Islamic banks must follow a number of additional regulations, such as the Regulations on Licensing to Islamic Bank/
Window (n.d.) and Regulation on Islamic Banking Liquidity Risk Management (n.d.).

B.  Financial Service 
I. Private and Public Banks
The Afghan banking system currently consists of 12 banks – 3 public banks, 7 private banks, and a branch each of 2 
foreign banks. The principle distinction between public and private banks is that private banks have private shareholders 
whereas public banks have a single shareholder, the Afghan government. By far, most assets in the banking sector lie 
in private banks (67.36% in private banks; 26.87 % in public banks, and 5.77 % in foreign banks as for December 2020).

Humanitarian actors operating in Afghanistan have by-and-large used banks to administer their finances. Banks have 
provided safe storage of funds and have proven effective in transferring funds between major cities and also provincial 
branches. As long as a branch is located in a particular destination, funds may be accessed in the area within minutes. 
Occasionally, a branch may limit the amount of funds that may be withdrawn because of liquidity in that branch. At the 
main bank branch, limits are not normally placed on the level of withdrawals. Withdrawals may also be made from ATMs 
of the particular bank provided the ATMs has funds. While the country had been working towards interoperability where 
the ATMs of different banks with one another (under the initiative known as the Afghanistan Payment System), this has 
not yet become functional and thus customers can only withdraw from ATMs of their own banks. A number of Afghan 
banks have international correspondence banks that allows them engage in international wire transfers. Banks allow for 
funds to be disbursed to projects in many parts of the country, particularly city-centers, and also allow for the payment 
of local staff and organization operating expenses. Any fees are provided upfront, thus providing transparency. 

However, since the takeover of the government by the GoIEA, many restrictions have been placed on banks, including 
stringent withdrawal limits, effectively freezing the bulk of customers’ funds and greatly affecting the ability of 
humanitarian actors to use banks in carrying out their operations.

The first bank, Bank Millie, was established in 1933; however, up until 2001, banks had a limited presence in the country 
due to low demand for formal banking services from a low-income population, as well as a vibrant network of informal 
financial services more adapted to the needs of the people across the country4. 

4-Fry, M. J. (1974). The Afghan Economy: Money, Finance, and the Critical Constraints to Economic Development. Brill.



After 2001, the IMF and international community commenced efforts to 
develop a functioning banking system. Between 2001 and 2010, the 
number of banks increased from 6 to 17. During this period, bank assets 
increased from close to USD $400 million to over USD $4.25 billion. By 
2010, the level of bank loans represented 40% of total bank assets.

The banking sector took a significant hit in September 2010 with the 
near collapse of Kabul Bank5. Investigations into the bank by the 
Washington Post revealed that bank assets were being siphoned 
abroad and distributed to Afghan elites and political figures. As news of 
the bank’s fraudulent activities spread, the bank faced a bank run with 
$1.3 billion dollars being withdrawn in just a few days. Prior to the 
collapse, the DAB estimated that non-performing loans in the banking 
sector were 0.5% to 1.13%. However, following the Kabul Bank scandal, 
this level increased to a staggering 52% by the end of 2010.

Since the collapse of Kabul Bank, DAB regulators, backed by the international community, have become more stringent in 
overseeing the activities of commercial banks. Banks in turn have become more conservative in their lending practices, 
owing to this increased central bank oversight. Since 2010, the loan to assets ratio of banks has been less than 20%, 
indicating that banks prefer to keep money in their coffers rather than loaning it to customers. This has meant that banks 
have played a limited role in the economic development of the country, as small and medium sized businesses face 
challenges in accessing bank loans. For most of the period after 2010, Afghanistan had the lowest bank loans to GDP ratio 
of all countries globally. Following the collapse of Kabul Bank, Afghanistan was put on the grey list in 2012 by the IMF’s 
Financial Action Task Force6,  an intergovernmental body that monitors the international financial system. In June 2017, the 
country was removed from the grey list after passing legislation on anti-money laundering (AML) and combatting the 
financing of terrorism (CFT).

Banks are regulated by the DAB according to the Banking Law, passed in 2003 and again in 2015, the latter of which is 
remains in force even under the GoIEA regime. The law empowers the DAB to regulate banking (and non-banking) 
institutions, and some of the detailed operations of banks are managed through DAB regulations and circulars (i.e., 
informational notices directed at banks) Banks are regularly audited by DAB regulators, who ensure that the bank’s 
operations are keeping in line with DAB requirements. The level of oversight provided by regulators varies, being relatively 
weak prior to 2010 and improving after the Kabul Bank crisis. Still, oversight remain imperfect, with one commercial banker 
mentioning in 2018 that “DAB officials ask us what they should be looking for.” Thus, central bank oversight of banks 
remains fragile, thereby affecting customer confidence in the country’s commercial banks.

In addition to questions over banking regulation, the banking sector has faced numerous challenges over the past decade 
as evidenced by the shrinking of the number banks during this period, from 17 to 12. For example, the withdrawal of US 
troops in 2014 precipitated economic uncertainty, causing many people to transfer their savings abroad and/or to relocate 
outside the country. Because of uncertainty in the economy, people and businesses become reluctant to invest in local 
businesses, and banks likewise pursued risk-averse strategies that did not require them provide unsecured loans. Loans 
normally required a guarantee that was 150-200% of the value of the loan, and the property serving as collateral had to be 
duly registered. (Note that some 70% of land in Afghanistan is unregistered.) These circumstances help explain the limited 
penetration of banking services amongst the population. As of 2019, banks had a total of 3.8 million depositors, 
representing just 10% of the population; the remaining 90% of the population are unbanked. As of 2019, there were 410 
bank branches across the country and 356 ATMs, all confined to city centers.

In the days leading up to 15 August 2021, Afghans were seen queuing for long hours outside of banks, trying to withdraw 
their savings, fearing that the country may collapse and that their saving may vanish. Across the country, ATMs were 
exhausted of funds and many bank branches were also unable to meet the demands of their customers. Only the head 
branches of a small number of banks in Kabul remained capable of providing sufficient cash to meet the demands of all the 
customers seeking to withdraw their funds. It is reported that in the days and weeks leading up to the government’s 
collapse, banks had been moving their funds from the provinces to the capital, Kabul, as a means of hedging against the 
risk of branches being looted in the event of Taliban takeover of the provincial centers. In September 2015, the Taliban 
captured the northern Afghan city of Kunduz, and it was reported that all 10 banks in the city had been looted; a few 
fortunate banks managed to relocate their funds before the city fell.

Unfortunately, the fears that many Afghans held about being unable to access their bank savings became reality after the 
takeover of the GoIEA regime. Immediately after the Taliban takeover, banks were closed for approximately two weeks. 
The international community immediately applied sanctions on the country, with the countries like the US and EU and 
institutions like the IMF and World Bank halting any financial engagement in the country, severely limiting the amount of 
foreign dollars entering the country. Most notably, the Federal Reserve Bank of New York froze some $ 9 billion of the 
country’s total $ 10.5 billion in assets of the country’s federal reserve. 

5-McLeod, G. (2016). Responding to Corruption and the Kabul Bank Collapse (Special Report). United States Institute of Peace.
6-When the FATF places a jurisdiction under increased monitoring, referred to as the “grey list”, it means the country has committed to resolve swiftly the identified strategic deficiencies within agreed 
timeframes and is subject to increased monitoring.



At the level of bank customers, the DAB initially required banks to limit the permitted withdrawal by customers to USD $ 
200 weekly, paid in local Afghani currency. On 3 Nov 2021, this limited was increased to $400 weekly paid in Afghanis. 
Businesses have been permitted to withdraw up 5% of their total funds in their account or $25,000 per month, whichever 
is less. At the moment, banks are purely seeing an outflow of their funds; no (or extremely limited) funds are being 
deposited by customers into the banks. Banks are reported to be closing branches across the 
country, thereby attempting to minimize their operating costs.

It is reported that at least one bank, Maiwand Bank, is on the verge of collapse. Maiwand Bank has closed down all of 
its bank branches across the country and within Kabul, and even its central branch has become unable to provide funds 
to its customers. 

1. Opportunities
At present, Afghanistan is currently financially cut off from much of the world since they are 
currently not providing international wire transfers, except in a limited cases and subject to 
DAB approval. Corporate customers are permitted to transfer up to 25 % of their existing bank 
account balances for the purchase of the following items: food, medicine, fuel/gas, hygiene 
items, electricity, raw material and spare parts, transportation and communication items, 
system maintenance, and other purchases approved by the DAB. For the bank transfer to be 
approved, the vendor must get the approval of the DAB, the initiating bank and the 
correspondence bank that facilitates the movement of the funds from Afghanistan to the 
recipient bank abroad. The approval of international correspondence banks is often more 
restrictive than central bank approval. 

 Once the corporate customer has reached the 25% limit (i.e., they have transferred 25% of the total amount that 
was in the account on August 15, 2021), no further transfers are permitted (though the limit does not apply to new 
deposits). 

Humanitarian actors have a prime opportunity support the functioning of both banks and the central bank by 
bringing foreign currency into the country. Humanitarian actors could provide these dollars to the banking sector, 
thereby increasing the overall volume of US dollars within the country, making it possible for the country to control 
its exchange rate (for example through foreign dollar currency auctions).
  
The DAB and Afghan banks have signaled their willingness to work with humanitarian actors. On November 
20,2021, the Ministry of Finance of the GoIEA put out a statement on the importance of working with humanitarian 
actors. Furthermore, Afghanistan International Bank (and possibly other banks) has stated that the limits on bank 
withdrawals mentioned above only apply to existing customers. New bank customers- such as humanitarian 
actors- who make deposits are able to withdraw the full amount of their deposit without any hold on their funds 
(and funds may be withdrawn in whichever currency they were deposited, subject to availability). The policy 
represents an eagerness by banks to work with humanitarian actors. 

One of the services provided by a small number of banks is Western Union and Money Gram services. These 
money transfer services allow for parties abroad to transfer money to Afghanistan. Both Western Union and 
Money Gram have large global networks (including online operations), making it easy for people globally to 
transfer funds to Afghanistan. Currently, Western Union and Money Gram only function in Kabul and only in a few 
locations. It was reported that Western Union services were previously available through various branches of 
Ghazanfar Bank in Kabul but this offering has since stopped as the bank no longer has funds available to provide 
the service. The central branch of Azizi Bank still provides this service (though services were inconsistent across 
branches since any given branch could run out of fund and thus stop offer Western Union services). 

For those receiving funds, it was reported that any funds could be transferred into the country; however, recipients 
in Afghanistan would only receive the first USD $500 in US dollar currency, and any amount above this would be 
paid in local Afghanis. Furthermore, any withdrawals by the recipient are subject to the availability of funds by the 
bank providing the funds. 

No other cities currently provide Western Union or Money Gram services.  It is unlikely that these services will 
become available across Afghanistan in the coming months, particularly since banks are downsizing and consoli-
dating their operations.



2. Risks
As mentioned, at the moment, banks are severely limiting the amount of funds they are 
providing their customers, both individuals and businesses. There is no indication that 
these restrictions will change in the coming 3-6 months. The weekly withdrawal limit has 
once increased (from $ 200 to $ 400), and it is possible that a further increase up to $ 800 
may be possible. However, it is very unlikely customers will gain full access to the funds in 
their accounts since this would lead to a bank run and the possible collapse of several 
banks. 

Another risk has to do with the shrinking reach of the banking network across the country. While bank branches 
are likely to remain within many city-centers, outside of those urban area, banks will have very little penetration. 
Banks in many provincial capitals have transferred their funds to the capital, and it is unlikely that significant funds 
will be transferred back to the provinces in the coming 3 to 6 months given the many challenges banks are facing 
even in Kabul. If that is the case, then  banks  have limited ability to transfer funds across different parts of the 
country (i.e. funds will remain concentrated in Kabul and to very limited extent in some of the larger provincial 
capitals such as Kandahar, Herat, Mazar-e-Sharif, and Jalalabad). Likewise, ATMs are unlikely be replenished in 
the provinces. Even in Kabul, the majority of ATMs are empty.   

Another limitation of using banks is associated with the low subscription of deposit accounts. Banks are used by 
some 10% of the populations, particularly those working for the government or with NGOs where the salaries are 
deposited directly into bank accounts. During the previous government’s regime, international financial assistance 
funded some 60% of the public service spending, including the salaries of civil servants. With international 
assistance being halted, it is likely that the use of and subscription to bank deposits will decrease.

The primary risk of using banks for humanitarian actors is operational. Banks will not be able to provide services 
to humanitarian actors such as unlimited cash withdrawals and transfers to provincial capitals. Banks branches in 
Kabul continue to face liquidity challenges, and these problems are only more pronounced in the provinces. A 
second risk is financial. The possibility remains that some banks will collapse. This risk is higher for banks whose 
incomes were based on interest on loans (as opposed to banks that relied primarily on banking services such as 
bank transfers and on government bonds). The possibility exists that certain banks close their operations, and 
thus humanitarian actors with funds in those banks may risk losing some of their funds or at least having them 
inaccessible while the closure process in underway.

3. Mitigation Measures
Because humanitarian actors represent one of the few opportunities for foreign dollars to 
enter the country, these actors have significant negotiating power with both banks and 
government officials (include central bank officials). These actors could thus work alongside 
banks to ensure that any funds transferred into these banks can be easily and immediately 
accessible. 

The challenge of the shrinking size of the banking sector requires humanitarian actors to strategize a work plan 
alongside banking institutions to ensure that money is accessible at certain provincial branches (this may involve 
additional fees being charged by the bank). 

Official with the GoIEA also have an interest in ensuring that the needs of humanitarian actors are being met and 
thus they may be able to facilitate the safe movement of funds between the Kabul and the branches in the 
provinces (with the understanding that even the reach of the banking sector in the province will be limited usually 
to only a single branch).



II. Hawala
Hawala represents an informal money transfer system. In Afghanistan, a functioning hawala system has been in place for 
over 200 years, and its operators are money exchangers Locally, the term sarraf denotes a money exchanger)7. 

The way a transfer works is that two exchangers – broker A and broker B – will have a pre-existing business relationship 
and will have offices in different locations, possibly in different countries, for example, the UK and Afghanistan. A customer, 
Tom, may approach broker A in the UK who will provide him money to be sent to Afghanistan. Broker A will often charge a 
fee for the transfer and will provide Tom with a password. Broker A will then provide instructions to his business partner, 
Broker B, on the fund to disperse locally in Afghanistan. Tom will provide the password to Sue, the intended recipient in 
Afghanistan, and Sue will approach Broker B for the funds, which will be dispersed. The funds are often dispersed in the 
local currency, and thus the two brokers gain an additional profit from the currency exchange. This transfer can take place 
within minutes or within a day or two for transfers to particularly remote areas. After the funds have been dispersed, Broker 
A will have a debt to Broker B, and the two will have to settle their accounts. If funds are transferred by clients in Afghanistan 
to the UK, then Brokers A and B will be able to offset the debts on both sides. Alternately, if one broker is gathering debts 
much more quickly than the other, he might transfer money electronically, whether through the banks or some other means. 
For example, if the two brokers are geographically close enough to one another, funds may physically be transported 
between them.
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(Image courtesy of Market Business News)

7-In different contexts, the term hawaladar is sometimes used in reference to hawala dealers. However, the term hawaladar is not common in Afghanistan. Rather, money exchangers – locally sarrafs – 
refer to hawala dealers.



In Kabul, there are hundreds – and possibly thousands – of money exchangers, some of whom are registered with the DAB and others 
who operate unregistered. Both registered and unregistered exchangers exist in the marketplace. Unregistered exchangers can be 
found throughout the urban city centers and in the provinces. Some have small stalls on busy streets or alternately they may simply 
stand on busy street corners with wads of different currency in their hands. These exchangers have very limited capital are generally 
only engage in small-scale currency exchanges. They seldom engage in hawala transactions. Generally, those exchangers engaging 
in hawala transfers are registered. 

Registered money exchangers hold a license from DAB that authorizes them to perform various financial transactions. These exchang-
ers regulated by the Regulation of the Activities of Money Exchangers and Money Service Providers (1398/2019) (“Exchanger Regula-
tion”), which sets out the requirements and responsibility of money exchangers. Two licenses exist for money exchangers. The first is 
the foreign exchange dealing (FXD) license, which permits an exchanger to convert currencies but does not permit hawala transfers. 
The second is the money service provider (MSP) license, which permits both currency conversions and hawala transfers. To obtain 
either of these licenses, an exchanger much get a guarantee from two existing exchangers, pay a license fee, and provide funds to the 
DAB to be held as collateral as long as the license is being used. The MSP license is slightly more expensive than the FXD license, 
owing to the fact that the former permits hawala transfers. As of late 2019, the DAB reported 1561 MSPs and 1639 FXDs held licenses 
within the country. All prominent exchangers, especially those which physical shops, are registered. The principle different with regis-
tered and unregistered exchangers in the scale of their activities. Registered exchangers have more funds and engage in large transac-
tions. The registration status allows them to acquire property and open a business account. Because the DAB keeps a cash collateral 
of these exchangers, customers are provided some level of protection in dealing with registered exchangers. 

In practice within the market, no distinction is made between MSPs and 
FXDs license holders. Both engage in hawala transfers. The license is 
viewed as a formality by exchangers and has little bearing on the 
transactions they carry out. MSPs and FXDs are both referred to as 
“money exchangers” (i.e. sarraf). Furthermore, both license holders 
regularly engage in certain transactions that are not permitted by the 
DAB, two of which are worthy of noting. First, exchangers sometimes 
accept money for safekeeping from customers, which is not permitted 
according to the Exchanger Regulation of the DAB. Customers, particu-
larly business customers, sometimes keep funds with exchangers 
because they may regularly engage in hawala transfers, for example, to 
purchase goods abroad that can be sold domestically. These business-
men may instruct an exchanger to make hawala transfers through a 
simple phone call or message via Whatsapp. Second, exchangers also 
provide businesses with loans in the form of trade credit. When a 
businessman wants to import good from abroad, he may purchase 
those goods using the funds of the exchanger and repay the loan 
according to a mutually agreed payment schedule. Locally, these loans 
in the form of trade credit are referred to as “ograyi”. While savings and 
loan transactions are not permitted according to the DAB regulations, 
they are widely practiced amongst exchangers and no concerned effort 
has been made by the DAB to restrict these activities8.

The difference between MSPs and FXDs arises when the DAB audits the activities of exchangers once a year. During these yearly 
unannounced visits, exchangers must provide details on their transactions. Exchangers provide DAB inspectors with information on 
their transactions. If any unpermitted transactions have been undertaken, DAB officials may issue a warning or a fine. However, 
exchangers are well aware of this monitoring and prepare themselves accordingly. Some exchangers alter their transaction books, 
underrepresenting their transactions and often creating fictitious customers. It was common for exchangers to have two books – one 
for their actual business dealings and one for DAB inspectors, and likely this practice has continued under the new administration since 
exchangers maintain an interest in hiding their transactions from the DAB.

Most major cities in Afghanistan have one or a few markets that are entirely dedicated to money exchange services. In Kabul, the 
central market is named Sarai Shahzada and is located in the old city next to the Kabul River, adjacent to the central business market 
of Madawi. The central market consists of some 400 shops, each run by a single exchanger who is the license-holder, and 4-5 employ-
ees, usually close family members. A handful of smaller markets exist across Kabul and similar markets can be found in Afghanistan’s 
other major cities, including Herat, Jalalabad, Kandahar, and Mazar-e-Sharif. The central market in Kabul is especially influential for a 
number of reasons. First, the central market in Kabul is where one finds the country’s wealthiest and most prominent exchangers, and 
the transactions that they facilitate play a crucial role in the running of the entire economy. Second, the central market hosts a centralize 
administrative structure known as the Union (Etihadiya) that consists of a president, executive members, and various committees. The 
president is selected and legitimated through yearly elections amongst the shops in the bazaar. The Union acts in the interest of not 
only exchangers in the bazaar but those across the country. If the DAB seeks to over-extend its regulation of exchanger, the Union will 
negotiate a solution with the DAB and may even call for a general strike amongst exchangers across the country9. 

8-Choudhury, N. (2021). The Circulation of Informal Trade Credit (Ograyi) in Afghanistan. Asian Journal of Law and Society, 1–29.
9-Choudhury, N. (2021). Order in the Bazaar: The Transformation of Non-state Law in Afghanistan’s Premier Money Exchange Market. Law & Social Inquiry, 1–39.



All the exchangers in this market are licensed (whether with an MSP or FXD license) and most, if not all, engage in hawala 
transfers. The combination of these exchangers forms a vast hawala network that spans internationally and across 
Afghanistan, including remote areas of the country. Exchangers work together, which multiplies the geographic reach of their 
network. For example, exchanger A may do hawala transfers from Dubai to Kabul, and exchanger B does hawala transfers 
from Kabul to Khost city in the southeast of the country. By cooperating, exchangers A and B can facilitate a transfer from Dubai 
to Khost city. This cooperative arrangement is often unknown to the customer, who is simply aware that their funds have been 
transferred between the two destinations. The transfer is normally completed in one day, or maximum two days.

The capital base of most money exchangers is through private funding sources. Many exchangers depend on their own 
personal funds as their capital base in the operations. Many exchangers also rely on loans from members of their personal 
network. It is common for exchangers to have obtained substantial loans from family members or members of their immediate 
social circle. When an exchanger has taken a loan from another party, the two share in the profits of the exchanger’s business.

While money exchangers require a license from the DAB, they also have a tense relationship with the DAB, particularly when 
the DAB seeks to expand the scope of its regulations on exchangers. From 7-9 March 2018, exchangers organized a three-day 
protest during which exchanger shops across the country were shut down, greatly affecting the ability of businesses across the 
country to import goods from abroad. At the heart of the conflict was the request by the DAB that exchangers maintain stricter 
records on the transactions of their customers and that exchangers transform their businesses from sole-proprietorships into 
multiple-stakeholder companies consisting of several exchanges and elaborate internal bureaucracy. These proposed reforms 
were placed on hold. However, in February 2021, the DAB again insisted that exchangers transform from sole-proprietorships 
into companies and announced its intention to stop issuing individual licenses to FXDs or MSPs. These proposed changes led 
to a 16-day strike, the longest in the country’s history.  This strike not only affected businesses but even banks, as the 
government was unable to repay banks the funds owed to them from capital notes that had reached maturity, thus putting 
financial pressures on banks. The protest only came to an end when then-President Ashraf Ghani agreed that the government 
would work with exchangers to resolve their differences. However, these proposed reforms were never implemented as the 
government regime collapsed several months later.

The collapse of the internationally-backed Afghan government and the takeover of the country by the Taliban regime on 15 
August 2021 led to the central market being closed for 2 weeks, after which it finally reopened and continued its operations. 
The change in government leadership affects exchangers in several ways, both adversely affecting their work but also creating 
new opportunities. The takeover has affected exchangers adversely in four ways. First, exchangers were plugged into the 
economy and indirectly benefitted from the international funds entering into the country. The drastic reduction in foreign 
assistance into the country directly impacts the volume of activity of exchangers by decreasing the volume of activity in the 
market, thus making business less profitable. Second, because of the dire economic situation within the country, exchangers 
are more reluctant to provide loans out of fear that they may not be repaid. Third, many exchangers rely on banks for their 
transactions. Many exchangers keep any excess money in bank accounts for safekeeping. Others transfer money using bank 
accounts to banks in other locations. The limits placed on bank withdrawals affects the ability of many exchangers to access 
their capital which they need for the daily transactions. Fourth, owing to the fear of violence, unstable economic conditions and 
uncertainty about the future, some exchangers are considering leaving the country altogether. Many smaller exchangers have 
seen business completely dry up. Leading up to the fall of the Taliban, some exchangers had been sending their money abroad 
to keep their funds safe. Many exchangers hold their money in cash, thus making it possible for them to transfer their funds 
across borders.

The primary source of exchangers’ funds is private savings of the 
exchangers and their wider social network. Exchangers may 
possess their own funds that they use for their activities. Exchang-
ers also pool funds from depositors and investors. Depositors may 
or may not share in the profit of the exchanger, depending on their 
arrangement. Investors provide funds to exchangers to gain a 
profit – the split is often 50-50 between the investor and the 
exchanger. Investors often come from an exchanger’s wider famil-
ial network. Exchangers are often members of wealth family 
networks that help them to pool funds. These family networks seek 
to retain wealth internally, and exchangers tap into this reservoir of 
capital. The collection of these funds serves as an exchangers 
operating capital. Through their business transactions in the 
market, exchangers continue to accrue capital through profits. 
Exchangers also incur losses, whether due to bad business 
decisions (e.g., investing in a project that fails), a recalcitrant 
debtor (e.g., a debtor who does not repay their loan), a change in 
market conditions, or otherwise.

10-Choudhury, N. (2021) The ire of Afghanistan's money exchangers exposes the dangers of government reforms. The Hill (online) https://thehill.com/opinion/internation-
al/551336-the-ire-of-afghanistans-money-exchangers-exposes-the-dangers-of



The size of the capital base of an exchanger is kept confidential as such information is important not only to remain 
competitive but also for the personal safety of exchangers and their families, as exchangers with sizeable wealth could 
become the victim of criminal gangs. In the past, exchangers or their family members have been kidnapped for ransom. 
Nonetheless discussions with exchangers revealed that in the central market of Sarai Shahzada, the capital base of 
exchanger ranged from USD 1 million to 10 million. Based on conversations with exchangers, most (i.e., more than 50% of 
the exchangers in Sarai Shahzada) have operating capital in the order of $1-5 million.

However, exchangers have access to new opportunities owing to the change in government leadership. First, exchangers 
will likely fill a void created by a retreating banking sector. In the coming months, banks will face tremendous financial difficul-
ties, challenging their ability to remain afloat. Many have already started to shrink their operations by closing branch offices 
and reducing the size of their staff. Exchangers will thus become increasingly important in maintain a functioning financial 
network that operates within the country and connects the country globally. History reveals the ability of exchangers to 
weather changes in leadership within the Afghan government, as they played a prominent role in the 90s during the initial 
Taliban rule, during which the commercial bank system was largely inoperable. Second, some exchangers have expressed 
relief that they no long face cumbersome DAB regulations. Many of the DAB regulations on exchangers were implemented 
at the behest of the international community, which wanted assurance that exchangers were not facilitating the financing of 
terrorism or the movement of illicit funds associated with the opium trade. With the collapse of the previous government, 
exchangers anticipate more lax regulation of their affairs.

1. Opportunities
As banking operations shrink across Afghanistan, including within the city centers, humanitari-
an actors may need to increasingly rely on hawala transfers by exchangers to move money 
across the country. A number of humanitarian organizations already rely on hawala transfers 
for their operations. Organizations with projects in remove areas of the country with no banks 
branchers or ATMs sometime rely on money exchangers to transfer funds.  Depending the 
relationship and agreement between the organization and the exchanger, the exchanger may 
accept a “post-payment” method where money is first disbursed by the exchanger before they 
receive payment by the organization.

On occasion, if organizations have delays in receiving funds from overseas but urgently need to disburse funds, 
exchangers have been willing to disburse those funds and accept payment once the organization receives their 
payments from abroad. Generally, an exchanger is willing to decrease the fee for hawala transfers as the volume and 
frequency of transfers increases and as the length of the relationship between the organization and the exchanger 
increases.  Some exchangers currently in the market have existing relationships with humanitarian actors that extend 
back several decades, even into the previous Taliban government in the 1990s.Humanitarian actors may be able to 
utilize exchangers for a number of purposes, including international and domestic money transfers, disbursement of 
money to recipients, and payments of expenses locally. Exchangers deal in cash and are flexible in the type of 
services provide. Exchangers are able to disburse funds both in Kabul and across the country at the instruction of 
humanitarian organizations. For example, a humanitarian organization based in Kabul may seek to disburse funds 
different provinces and while also making payments to different employees and service providers both in Kabul (and 
elsewhere). Exchangers have the ability to facilitate these various disbursements of funds. Exchangers do not have 
any official limits in terms of the amounts that may be received or disbursed (either internationally or domestically); 
however, they may be limited by the volume of funds they posses. Furthermore, the foreign jurisdiction from which 
money is being transferred may place limited on the amount being transferred (e.g. a limit of a certain amount and 
only transfer per week or per month). 

They are thus well positioned facilitate the transfer of large volumes of funds. Exchangers often assist in the personal 
delivery of funds as their employees may collection funds from humanitarian actors and deliver them to a party seek-
ing payment. Humanitarian actors would reap three discernable benefits from utilizing exchangers for hawala trans-
fers. First, since exchangers maintain a vast financial network, working with exchangers would immediately allow for 
humanitarian actors to reach people across the country, including in remote areas and regions with limited technolog-
ical penetration. Some exchangers would be able to facilitate international hawala transfers as they have partners 
abroad while others may be able to assist with domestic hawala transfers. As these networks are already in place, 
humanitarian actors would not need to dedicate resources towards creating a new money transfers system but rather 
would be building on the network in existence and which humanitarian actors have used for decades.

Second, because of the limited administrative red-tape associated with exchangers, funds could be dispersed 
relatively quickly to the intended recipient. Unlike many Afghan Banks which often employ onerous administrole 
controls that delay transactions, Exchangers can transfer funds to rural and urban areas with minutes (and almost 
always within 1 day). Third, the operating expenses of using hawala transfers would be known upfront. There are 
normally two fees associated with a hawala transfer: the transfer fee and the currency exchange fee (the two fees 
are sometimes represented as a single fee per transaction; the fee may be expressed as a set free or as a % of total 
transaction value). The recipient receives cash, thus eliminating the need for any third-party intermediary or technolo-
gy platform to be able to utilize the received funds.



2. Risks
Two immediate risks exist in dealing with exchangers: First, the concern about assuring 
humanitarian funds is not involved in illicit transactions; and Second, assuring that 
exchangers will deliver on the promise to transfer funds as agreed. The below section 
describes these risks in more detail as well as key mitigation measures humanitarian 
organizations can utilize to minimize financial and operational risks.  

The risk is that given the low level of regulation and enforcement involved in the activities of exchangers, some 
may be engaging illicit activities. Humanitarian actors depending on exchangers need to assure that funds are not 
comingling with funds from illicit sources and strengthening the economic viability of those same exchangers. 

An overview of the Afghan financial ecosystem reveals that exchangers are deeply embedded within, and a critical 
component of its overall operation. As such, virtually any financial services option will entail some involvement of 
money exchangers. Even if humanitarian actors were to utilize banks, those banks are often deal with exchangers, 
for example, if those banks have a surplus of one currency and a deficit in another. Banks provide savings 
accounts to exchangers so that the latter may safekeep their funds. The central bank also depends on money 
exchangers – in normal times, it auctions US dollars to exchangers, which helps to control the money supply. 
However, this auctioning of money has only recently restarted at a much smaller scale and only on one occasion 
(as discussed above in the “Current Context and Sanctions” section) since the GoIEA government has come into 
place. In sum, exchangers are integrated into the functioning of the financial system in a manner that makes it 
difficult to altogether circumvent their activities. 

undocumented. However, this does not imply that the entire market operates as a black market. Particularly after 
the near collapse of Kabul Bank in 2010, the central bank more seriously began to monitor the activities of 
exchangers. In the market, this created an understanding that dealing with funds from the opium trade or for 
financing insurgency could cause an exchanger to get arrested. For this reason, any association with these
activities will immediately damage an exchanger’s reputation in the market, and reputational plays an important 
given all 400 shops of the market interact regularly, thereby informally monitoring one another. Even with the fall 
of the government, reputation continues to play a crucial role in the market since exchangers understand that illicit 
dealings could affect their future ability to transact with different parties. Given this dynamic, rather than assuming 
the market is purely a black market, humanitarian actors could leverage the importance of reputation in the market 
to ascertain whether or not an exchanger is engaging in illicit transactions.

3. Mitigation Measures
More concretely, humanitarian actors should employ the following strategies to avoid 
or mitigate any likelihood of any involvement in funds from illicit sources.

1) Humanitarian actors could try to assess the reliability of potential exchangers by gauging their reputation. 
Exchangers are able to advance their economic value by maintaining a strong reputation unencumbered by 
rumours on illicit transactions. Humanitarian actors could try to assess an exchanger in the market and also 
getting assurances from the centralized administrative structure of Union on the character of different exchangers. 
Alternatively, humanitarian actors could rely on existing assessments of exchangers on whether or not a fellow 
exchanger is rumoured to be involved in any illicit activity. 

2) Humanitarian actors could seek the assistance of banks to identify exchangers with strong reputations. Several 
banks (and possibly other humanitarian actors) have already carried out assessments of exchangers in the market 
before selecting those that they deal with on a regular basis. Like humanitarian actors, Afghan banks also seek to 
ensure their funds do not comingle with funds from illicit sources as any impugned transactions could cause those 
banks to lose their international correspondence banks and place them on a sanction list. 



3) Humanitarian actors could ask that the exchanger who they deal be willing to have their accounts audited. This 
agreement on the part of exchanger would allow humanitarian actors to apply their own internal financial monitoring 
standards to that of the exchangers. The humanitarian organization would effectively be playing the role of the central 
bank by financially auditing the exchangers. Humanitarian organization may also consider hiring a local accounting 
company to perform the auditing. While many exchangers may be reluctant to agree to this, some may be willing, 
particularly if they are provided monetary incentives.

4) Humanitarian actors should meet with government official to inform them of their use of exchangers for hawala 
transfers and to insist on government monitoring of their activities. Humanitarian assistance will vital in supporting 
people in Afghanistan given the current fragility of the market. The GoIEA understands the need for humanitarian 
assistance. Thus, humanitarian actors are in a position to seek that the government monitor exchangers. Meetings 
should arrange with representatives of the Ministry of Foreign Affairs and the Central Bank insisting that exchangers 
are monitored to ensure that they are not engaging in illicit transactions, with an emphasis that aid depends hawala 
transfer being free from illicit money transfers.

A second concern is whether exchangers will deliver on their promise to transfer funds. Because exchangers are not well 
regulated and because at present the legal system is not functional, humanitarian actors would have difficulty recovering 
money from a recalcitrant exchanger. Similarly, exchangers have the ability to quickly close down their operations and 
disappear. While this rarely occurs, as it would prevent an exchanger from ever being able to engage in the market ever again, 
it remains a possibility. Alternately, a well-intentioned exchanger may end up going bankrupt, thus being unable to deliver the 
required services.

These risks would partly address by finding reputable exchangers, as exchangers with strong reputations are those most likely 
to deliver on their agreements. Furthermore, exchangers consider humanitarian actors  to be particularly prized customers 
and thus would go to great lengths to ensure these customers remain content. For exchangers, humanitarian actors are 
amongst their most valued customers, as they engage in regular transactions and often transfer high volumes of funds over a 
span of many years. For these exchangers, it is more economically beneficial to continue the INGOs relationship as long as 
possible as opposed to reaping a gain from a single unfulfilled transaction. Some exchangers currently in the market have 
existing relationships with humanitarian actors that extend back several decades, even into the previous Taliban government 
in the 1990s. For these customers, exchangers are often willing to make special accommodations. For example, transactions 
sometimes take place in humanitarian actors’ offices and the exchanger will send an employee to receive instructions; also, 
in case a humanitarian actor is delayed in receiving a payment but needs to disburse funds to various parties, the exchanger 
may be willing to disburse those funds on credit, before receiving payment form the humanitarian actor.

This latter point flexibility on the part of exchangers raises a possible second strategy – humanitarian actors could ask for 
disbursements to be made to intended recipients before the humanitarian actor makes payment to the exchangers. Owing to 
the high prestige and financial gains of having a humanitarian actor client, many exchangers are willing to accept such 
arrangements, thereby shifting risk from the humanitarian actor to the exchanger. 

Humanitarian actors could further seek a guarantee from either another exchanger or a member of the executive leadership 
of the Union- if an exchange does not complete a transaction, the guarantor would become responsible for fulfilling the 
obligation. Seeking such a guarantee would help to more deeply embed a humanitarian actor within the market (though it may 
entail additional transaction costs). The central marketplace for exchangers hosts its own private court, and humanitarian actors 
could consider using this form in the event of any dispute with a hawala dealers. Lastly, humanitarian actors may consider 
spreading their risk by engaging with more than one exchanger, thereby ensuring that “all eggs are not in one basket.” 

Relying on several exchanger allows can help to keep exchangers in check since any exchanger who does not full their 
obligation may risk losing business with the humanitarian actor to a competing exchanger.

One primary risk of dealing with exchangers is reputational. The reputation of a humanitarian actor may become attached to the 
reputation of the exchanger. If an exchanger engages in any illicit activities, it would have damaging effects on the actors. Thus 
on top of mitigation strategies (i.e. the 4 lists above to avoid problematic exchangers), the actor thus needs to continually 
monitor the reputation of the exchanger through the information available in the market (and amongst other banks). While 
operationally, the hawala network is strongly functioning in the country, a slight operational risk exists that a request of a 
humanitarian actor may need a financial service in the tens of millions of dollars, which goes beyond the capital reserve of the 
partner exchanger. Such events occasionally occur in the market, and normally, an exchanger borrows money from a fellow 
exchanger and then quickly repays them. However, this added operation could entail delays (normally about 1 day) in the 
transaction being carried out. Working with several exchangers could preempt this operational issue by spreading the 
obligation, though it would entail more booking resources on the part of the humanitarian actor.

It bears mentioning that neither using banks nor hawala transfers entail any political risks domestically. Both are embedded 
within the functioning of the economy and are regularly used by businesses. Both are viewed as largely apolitical since they 
service the needs of private market actors.



III. Mobile Money
In Afghanistan, there exist four licensed MMOs, also referred to as “electronic money institutions” (EMI), M-Paisa, 
M-Hawala, My Money, and MoMo. Mobile money is regulated by the Electronic Money Institutions Regulation 2016 of the 
DAB. An MMO license allows for the license-holder to use four types of e-money accounts: credit cards, debit card, 
electronic mobile wallet, and stored valued account cards. Mobile money initially saw success in Kenya, and Afghanistan 
was the second country to develop mobile money services, though with rather lukewarm results11. Mobile money first came 
to the country in 2008 has since played a somewhat limited role in providing financial services within the country.
  
Before the fall of the government regime, mobile money was being used by a number of Ministries to pay salaries. In 2015, 
the government successfully piloted mobile money in paying Afghan Local Police in Kapisa province north of Kabul.  
Importantly, the process helped to remove phantom employees from the payment system who were receiving salaries but 
did not actually exist. Thereafter, the system was extended to seven provinces and work had started on using it in three other 
offices. Mobile money provides an opportunity for the government to make payments to remote areas of the country where 
no bank branches are available. In Kabul, the State Ministry of Martyrs and Disabled Affairs also pays its employees using 
mobile money.

While providing the government with certain administrative 
efficiencies, the experience of mobile money users has been mixed. 
The number of vendors using mobile money is low and largely 
confined to major cities. For example, M-Paisa, Afghanistan’s first and 
longest running MMO, purports having some 486 vendors in different 
cities. Of these, 266 were in Kabul12. Upon further examination, it was 
revealed that many of these shops no longer exist. Those that did exist 
related stories on their discontent on the use of mobile money and no 
longer accept it as currency. It was also related that in some cases, 
vendors would accept mobile money but at a surcharge.

Mobile money is integrated into the banking system, allowing mobile money users to convert their mobile money to cash at 
designated banks. Certain banks in Kabul had special ATM devices that allowed mobile money users to acquire cash. 
Because mobile money users often did not understand how to access the funds on their mobile, those users would provide 
their personal information – including passwords – to bank staff who would facilitate them in withdrawing money, thus raising 
the possibility of exploitation. 

1. Opportunities
Humanitarian actors s would benefit from the fact that while only some 10% of 
Afghans possesses bank accounts, a far greater number – some put the figure at 
upwards of 70% - possess mobile devices. Mobile money thus holds the potential for 
funds to be quickly dispersed beyond just the capital and the people in remote regions 
of the country.

Mobile money also helps remove the middleman from the equation, and thus funds are transferred directly to the 
intended recipient. All fees associated with transfers are known upfront. While with individual-to-individual 
transfers, the DAB regulation sets a limit of 10 transfer per month and 15,000 Afghani per transfer, businesses like 
humanitarian actors have no limit in the amount they may send and the number of transfers.

11-Mobile Money Linked Savings (n.d.) Center for Effective Global Action (online) <https://cega.berkeley.edu/research/mobile-salary-linked-savings/>
12-Afghanistan: Moving police salary payments to mobile accounts (n.d) Better than Cash Alliance (online) <https://www.betterthancash.org/news/afghanistan-moving-po-
lice-salary-payments-to-mobile-accounts>



2. Risks
Mobile money is directly connected to the banking system. Accord to the DAB regulation on 
MMOs, funds associated with mobile money need to be held in a trustee account in a 
commercial bank. Consequently, as long as banks remain limited in the volume of funds 
they can allow customers to access, MMOs will not be able provide their customers with to 
access their funds. Unfortunately, it does not seem that banks will be fully operational in the 
coming months given the sanctions facing the country and the regulatory limits on 
transactions.

Second, while mobile money removes the middleman in the reception of funds, the low subscription amongst 
vendors to mobile money means that people hold mobile money have difficulty finding places to use it. While 
mobile money is sometimes heralded as proving a means of transferring funds to rural areas of the country, these 
areas are very unlikely to have vendors who will accept mobile money. Consequently, the recipient may need to 
travel a long, such as to a city center, to convert mobile money into cash. Alternately, some third-party services 
may be willing to convert mobile money into cash, subject to a fee.

Third, mobile money has very limited reach across the country as it is not particularly popular across the 
population. MMOs are not interoperable across the various mobile networks and thus recipients of mobile money 
with one network can only make transfers within their own network. Cross-network transfers are not yet enable, 
greatly reducing the value of mobile money. Furthermore, mobile money is viewed as unreliable (even the poor 
mobile reception in parts of the country) and undesirable (given the difficulties many users face in trying to access 
their funds). If MMOs have been unsuccessful in becoming widespread in Afghanistan over the past two decades 
when international projects promoted its use, it will have far more difficulties being accepted at a time when people 
are especially skeptical about international projects in the country.

3. Mitigation Measures
The primary task of humanitarian actors would be first to increase the usage of mobile 
money by intended recipients and second increase the number of agents who are able 
to provide mobile money services. Since the economy is very weak, the sheer need for 
financial assistance may encourage people to open mobile money accounts if it gives 
them access to funds. 

Furthermore, actors will need reliable agents who are able to provide MMO services such as allowing beneficiaries 
to cash-in their e-money for real money. Actors may be able to co-opt exchangers into this process. Since money 
exchangers are widespread in the country and adept at financial transactions, they could serve as agents in rural 
areas. 

Furthermore, actors could ensure that these exchangers are not charging an additional fee for their services by 
paying them an agent fee directly and informing them that they will lose their agent status (and possibly even 
blacklisted on list that is openly advertised) if they are found to be charging a fee. As discussed earlier, the threat 
of reputational damage to an exchanger is treated very seriously.

IV. UN mechanism
The UN Capital Development Fund (UNCDF) has proposed a short-term quick fix option that relies on the use of mobile 
money operators. The proposition is to use mobile money operators to send money into the country and to distribute those 
funds across the country. UNCDF’s proposition would make use of the handful of existing mobile operators in the country. 
UNCDF has identified a number of challenges, such as the need to update the platform of some of the MMOs and the need 
to work with MMOs to decide on the appropriate volume of aid that could be handled using mobile money. For a discussion 
of the opportunities, risks and mitigation measure of this option, refer to the mobile money section of this report.

The UNCDF proposition is based on its current efforts to establish WynePay for mobile money transfers in Myanmar. Wyne-
Pay is still in the development phase and thus has not yet been made available for widespread use. WynePay intends to be 
an interoperable platform that can be used across the different mobile networks and that is linked to the various financial 
institutions. However, it bears noting a number of differences exist between the Afghan and Burmese context. Unlike the 
Afghan economy which is heavily dependent on foreign aid, the Burmese economy is more diversified and consists of a 
thriving private sector. Whereas in Afghanistan, mobile money is largely driven by the (previous) government’s efforts to pay 
certain cohorts of employees, in Burma the demand for mobile money is also driven by market actors. Furthermore, the 
literacy rather is far lower in Afghanistan at roughly 43% as compared to Burma where it is closer to 75%. These differences 
suggest that any potential success in Myanmar does not easily translate to the Afghan context.



V. Hesabpay
Hesabpay is an electronic mobile app that facilitate money transfers between parties, whether individuals or businesses. 
The mobile application can be downloaded onto any smartphone. The user then needs to register an account for use on the 
Hesabpay app. Registration requires one piece of official ID and a picture (which can be made using the smartphone). The 
app allows parties to self-register, and parties may also register through one of Hesabpay’s registered agents. In some 
ways, Hesabpay functions like mobile money in that money can be transferred electronically using a mobile device. Unlike 
MMO where transfers are limited to users of the same network, Hesabpay claims to be interoperable and thus funds may 
be transferred between account holders across different wireless networks. The app may also be connected with a user’s 
bank account though the Hesabpay account operates separate from the bank account. Once a user has money in their 
e-account, they are able to use it to transfer funds to others, top-up their phones, pay bills, and cash-in their electronic 
money with a registered user to acquire actual cash.

1. Opportunities
The primary opportunity with Hesabpay is that like mobile money, it is electronic and 
has the potential, at least in theory, to reach many segments of the population. The 
fact that the app is interoperable across wireless networks (which is not the case with 
mobile money) means that it has the potential to link users in a way that mobile money 
is unable.

2. Risks
The risks of Hesabpay far outweigh the opportunities. Hesabpay is a relatively complex 
mobile app that seeks to gain traction in a country where both literacy and basic technical 
skills are low. Hesabpay currently requires individual to possess a smartphone. Many 
mobile users, in urban areas and especially in rural areas, only possess basic mobile 
phones. Thus, an initial challenge is to get smartphones into the hands of intended 
recipients of cash. However, beyond simply getting smartphones into their hands, users 
need to become acquainted with interacting with a new technological device, which is a 
high threshold since many Afghans have not developed that technological proficiency 
during the past 20 years when projects were being organized to encourage the 
development of such skills. 

The widespread illiteracy or limited literacy amongst the population adds the difficulty of using Hesabpay. For 
people with limited literacy, Hesabpay pay may be considered a poor fits given it assumes the ability of the user 
to navigate the interface of the app. While Hesabpay is in the process of trying to make its services accessible 
through a simple phone, at present that offering is unavailable.

Beyond challenges to the users, there are challenges in terms of the Hesabpay network. The breadth and reach 
of Hesabpay’s agent network is very unclear. The network at present is very limited beyond certain city centers 
and thus for humanitarian actors to use the mobile app, these actors would have invested significant resources to 
develop, and moreover sustain, a network of agents who would help in the administration of the app. 

Furthermore, Hesabpay requires a mobile network to be operational; however, beyond many people having 
limited exposure to the internet, in many areas of the country, the mobile network remain weak. As an example, if 
one takes a 45 minute drive to west of Kabul to the Paghman area of the city, one finds that internet services are 
unavailable because of the mountainous terrain. Similarly, many areas of the country have limited internet access.

3. Mitigation Measures
If humanitarian actors sought to pursue this option, it would require very significant 
resources (i.e. funds) to support the running of the Hesabpay system, from distributing 
smartphones and SIM cards to recipients to trainings to enlisting an agent network. 
Funds would also need to be dedicated to the wireless operators to ensure wireless 
services remained functioning across the country. Even with significant resources 
being dedicated to making Hesabpay operational, one would expect many difficulties 
in the delivery of funds given the difficulties that recipients with limited literacy and 
technological skills would likely have in using the app and being able to access funds 
from the app. 



VI. Currency Swap
A currency swaps involves two parties normally in two different countries exchange the principal and loan of one currency 
for the principal and loan of another currency. The reasons parties engage in currency loans is that each party may receive 
a favorable lending rate from the bank in its own country but a worse rate in another country. Two parties who need to lend 
money abroad may find a competitive advantage in working with one another since each can then benefit from the other’s 
favorable lending rate from the bank. The image below provides an example. 

Company BCompany A

4% interest on 100,000,000 USD

160,000,000 Real

160,000,000 Dollars

5% interest on 160,000,000 BRL

4% interest to
local bank

5% interest to
local bank

(Image courtesy of Investopedia)

In this example, Company A is in the US and Company B is in Brazil, and each want to get a loan in other country. Company 
A gets a good bank loan rate in US put a poor one in Brazil, while Company B gets a poor loan rate in the US but a good 
one in Brazil. The two company may decide to cooperate with one another. Assume the exchange rate is 1 USD = 1.6 
Brazilian Real (BRL) and each needs the same amount of funds (company B needs USD $100 million and company A needs 
BRL 160 million). Company A will take a loan out in the US at 4% for use by Company B, making the funds available to the 
latter. Company B will then pay the 4% interest on the USD loan. Company B will take out a loan in Brazil at 5% for use by 
Company A, and Company A will pay the loan of 5%. In this way, each company benefits from the other company’s strong 
credit rating in the domestic jurisdiction.

In the example above, there is normally a swap bank or dealer who acts that the intermediary between the two companies 
and facilitate the currency exchange and transfer of funds. The swap bank will charge a fee for their service, but the two 
parties will still find it advantageous to cooperate.

1. Opportunities
Humanitarian actors may seek to work with a local party in Afghanistan to acquire a 
funds in the domestic market while making funds available to the local party who may 
require funds abroad. Because of the coordinated and reciprocal needs of both 
parties, the currency swap provides an efficient means of making funds available.

2. Risks
The principal challenge is finding a party who has the need to engaged in a currency swap. 
The two options are private businesses and banks. There are few large businesses in 
Afghanistan as the country predominately consists of small and medium-sized enterprises 
who import goods into the country. These SMEs generally engage in small scale 
transactions (in the thousands or hundreds of thousands of USD dollars), which may be too 
small to meet the needs of humanitarian actors. Banks would be capable of engaging in 
large transactions by swapping more funds; however, banks at the moment do no requires 
funds in other countries (and instead are try to consolidate the funds that they have 
domestically).



Even if a suitable party were found with which to engage in a currency swap, the humanitarian actor needs to be 
certain of the creditworthiness or trustworthiness of the party. Since the Afghan economy is weakening by the day, 
many businesses and bank are seeing their enterprises get weaker. Thus, particular care must be taken to ensure 
that any agreements will be upheld by the co-contracting party.

3. Mitigation Measures
Some of the dangers of carrying out a currency swap with a local business or bank are 
mitigated by the fact that both parties – the humanitarian actor and the local Afghan 
party – are disburse their funds. Thus, if a contracting party is late in repaying their loan 
principle or interest, the humanitarian organization can also delay its repayment. 
Furthermore, the humanitarian actor could see a money guarantee that it holds as 
collateral or the guarantee of a third party who agrees to fulfill the obligation if the even 
the co-contracting party fails to fulfill its obligation.

VII. Microfinance bank
A microfinance bank is a financial institution whose objective is to provide banking services to poor and low-income people. 
These services are called microfinance or microcredit. Microfinance bank often provide small loans to individuals. While the 
size of the loan may vary, they are generally much smaller then loans provided by conventional banks. Microfinance banks 
may also have different requirement for loan applicants than conventional banks since the users of microcredit often local 
proper documentation, proof of their creditworthiness, or sufficient collateral to cover the value of the underlying loan. Given 
their socially oriented objective of assisting low-income people, their services often include trainings and educational 
programs to help debtors use their funds wisely and make informed financial decisions.  Microfinance banks also provide 
other services such as conventional savings and checking accounts for their customers.

Afghanistan hosts a number of microfinance institution. The one 
microfinance bank in the country is the First Microfinance Bank of 
Afghanistan (FMFB-A). This bank is supported by the Aga Khan 
Development Network (AKDN) and has a stated mandate to fight poverty 
and promote economic development. As of December 2020, the value of 
loans to customers stood at USD $46.3 million in microfinance loans and 
$13.1 million loans to SMEs. The bank has over 50000 borrowers. The 
AKDN is the large shareholder of the bank, owning 39.4%, and the second 
largest shareholder is Kreditanstalt Für Wiederaufbau (KfW) owning 31.9%. 
The other shareholders are International Finance Corporation (16.8%) and 
Aga Khan Foundation USA (11.9%). The bank is subject to the various 
restrictions place on all banks in the country

Besides banks, the country also hosts other microfinance institutions. The Microfinance Investment Support Facility for 
Afghanistan (MISFA) is a government-support private organization (a non-profit company registered pursuant to the 
relevant laws) and is support by international donors and the Afghan government. Its role is to provide funds to its 
implementing partners, which include FMFB-A, Mutahid Development Finance Institution, OXUS Afghanistan and FINCA 
Afghanistan.

1. Opportunities
FMFB-A already has possesses microfinance capabilities within the country. Leading up to the 
fall of the previous government regime, the bank had over 50000 borrowers across the country. 
Before the fall of the GoIRA, the bank has 38 branches spread over 14 provinces (located 
predominately in the northern provinces of the country as well as Nangarhar and Herat 
provinces). While many of these offices are no longer functioning, the fact that they were 
running in the recent past means that the bank has the operational human capacity to protocols 
to have the operating if it were financially viable. These branches help to administer the loans 
to the various borrowers. Humanitarian actors may be able to benefit from the microcredit 
network that connects the bank to low-income persons in the country, many of whom are very 
likely suffering from economic hardship given the current conditions of the country.



2. Risks
One of the challenges of utilizing FMFB-A is that resources (i.e., funds) would need to be 
dedicated to keep the bank operational. Like all banks in Afghanistan, FMFB-A faces 
borrowers trying to withdraw funds from the banks and limitations on the level of funds that 
can be withdrawn. Like other banks, the bank is no longer seeing money enter the bank 
from government salaries or projects of businesses and NGOs. The current economic 
conditions make it virtually impossible for the bank to engage in large scale loans and reap 
a profit from the interest. Thus, investing in FMFB-A by humanitarian actors would likely 
require significant funds to help keep bank branches operational so that they could 
administer microcredit. While the bank has made assurances on its website that the funds 
of its customers are same, it remains unclear how financially viable the bank is at present.

Given the current economic conditions in the country, it is also highly unclear whether microcredit borrowers would 
be able to pay back the loans they have taken out of the bank. Loans may simply postpone hardship at the 
moment while making conditions for people worse later on given they would need to repay the loan plus the 
principal. Finally, it should be noted that while FMFB-A has a number of branches, they are predominately located 
in the city-centres of the different provinces, though they do not penetrate deep into rural parts of the country. 

3. Mitigation Measures
Providing funds to FMFB-A will assist it in being able to maintain its operations. 
Humanitarian actors need to have the bank return to previous level of branches 
throughout the country. Rather, it may be strategically wiser – and cheaper – to only 
have a few branches running in a few key provinces where humanitarian actors wish 
to focus their activities. Concerning the possibility that low-income borrowers may not 
repay their loans, humanitarian actors could provide assistance in the form of debt 
relief – partial or complete – since the size of these loans are often modest. 

VIII. Amanacard
The Amanacard is a method of payment developed specifically for crisis areas with the goal of transferring money to NGOs, 
humanitarian actors and their beneficiaries in a way that funds can be traced despite the absence of banks. Amanacard 
makes use of the SecureAid digital platform, a mobile application that helps track transactions and the transfer of funds. As 
compared to digital platforms that help to track transactions taking place, thus ensuring transparency and traceability of the 
transaction. Through the mobile app, value in the form of “digital points” can be transferred to the holder of an Amanacard 
account, and that value can then be used either to acquire goods or can be cashed-in for money. The Amanacard system 
enlists the assistance of agents who are rigorously vetted before they are approved to provide digital services such as 
providing funds to those seeking to convert their digital points.

1. Opportunities
The principal benefit of Amanacard is that the transparency that it promotes even in hard 
conditions. In crisis settings, there is often a risk of the comingling of legal and illegal funds. For 
donors who are cautious about this potential mixing of funds, Amanacard provides a means of 
funds being fully accounted for. Furthermore, the app allows for money to be widely disbursed 
without the need for a for bank as long as the recipient possess the relevant application.

2. Risks
Amanacard is currently not operating in Afghanistan, and it would need to overcome a 
large threshold for it to become operable. First, a system would need to be distribute the 
Amanacard app to intended recipients, who would also have to be trained on its usage. 
Second, and more difficult, would be the creation of an Amanacard network consisting of 
agents and locations where value on the app could be used to purchase items or 
exchanged for real cash. No such agents exist in the country, and developing a network of 
these agents both in cities and across the country would require significant resources.



3. Mitigation Measures
Once the Amanacard system is in place and functioning, it then becomes useful means 
of promoting transparency. If certain donors are very strict in terms of reporting, it may 
be possible to implement the Amanacard app alongside the already existing Hesabpay 
app, since the latter already has some limited functionality in the country. 
However, even the Hesabpay app faces many challenges in being able to be used by 
humanitarian actors on a large scale, thus calling to question the viability of the 
Amanacard option. 



SECTION 3: LIKELY SCENARIOS

A. Private & Public Banks
The banking sector will remain functional in the country but will be greatly reduced in terms of the services it provides. 
Of the 12 banks currently in operation, many will close their operations and extinguish all of the services. Particular 
concerning the 7 private banks and 2 foreign branch banks, banking activities will reduce to a point where it is no longer 
financially prudent to continue maintaining the operation of the banks.

A few banks will maintain their operation, the mostly likely being the three public banks, as with the government as its 
sole shareholder it is less concerned with the profitability of the bank. Afghanistan International Bank, as it is the best 
performing bank in the country and will continue to maintain a ,  correspondence bank through with it makes international 
money transfers (subject to the approval of the Afghan central bank and correspondence bank, as mentioned above).   
Many businesses will remain operational in Afghanistan in the coming months and some will continue to keep their 
money in the banks that remain afloat. Those banks that remain in operation will confine their activities to major cities 
only. Branches in smaller provincial cities will be shut down. Banks transfers in major cities will start to recommence; 
however, provincial branches will continue to see chronic shortage of funds, as money will be concentrated in Kabul.

The central bank will likely maintain a limit on the amount of daily withdrawals that customers may make from banks. 
This may be higher than the current level (USD $400 monthly for individuals and 5% or $25,000 – whichever is less – 
monthly for businesses), and a reasonable estimate would be approximately twice this level. Like at present, withdraw-
als will only be in local Afghani currency. Banks will likely not provide U.S. Dollars to customers in the foreseeable future 
since the financial sanctions currently on Afghanistan will likely continue for the next 6 months, and no (or very limited) 
US dollars will enter the country as long as these sanctions continue. ATMs will also remain inoperable so long as these 
limits on cash withdrawals are in place as otherwise, people would be able to circumvent the limits set by the DAB.

Banks will continue to be greatly constrained in terms of their 
services. They will be limited in terms of both international and 
domestic transfers because international transfers will require 
central bank approval and domestic transfers will depend of the 
functioning of branch offices, many of which will have shut 
down or will face chronic funding shortages. Banks   will likely 
be inclined to make special accommodations for humanitarian 
actors. 

Western Union and Money Gram will remain functioning as a 
means of international money transfers into the country 
primarily for small-value transaction. However, owing limits will 
remain on how much money may be received weekly, and 
these services are not likely to extend beyond Kabul.

These scenarios are based on the expert knowledge of the authors of this report as well as discussions with key 
informants, which included academics, banking officials, government officials, and money exchangers. The scenarios 
outlined here focus on the coming 3-6 months.



B. Hawala
Money exchangers will continue to operate in Kabul and throughout Afghanistan. Smaller, unregistered exchangers will 
suffer since they relied on regular in-flow of foreign currencies in the market. Large and wealthy exchangers like those 
in the central money exchange market, Sarai Shahzada, will continue to operate, though the scale of the activities will 
be reduced. In the past, exchangers benefitted from the large volume of U.S. Dollars entering the country, at the market 
was the main place where those Dollars were exchanged for local Afghanis. Such transactions have been greatly 
reduced.
Hawala transfers are currently in operation and will continue to operate in the coming months. Both domestic and 
international hawala transfers will operate differently than before because in the past, exchangers relied on banks for 
making many of their transfers. Because the banking sector will shrink and bank transfers will likely be minimally 
operable in the coming 6 months, exchangers will have to rely on their traditional means of conducting hawala transfers, 
which will make their services more expensive (e.g., costs associated with developing new aspects of the hawala 
network. However, these increased expenses will be offset (at least partly) by increased income resulting from the 
reduced functioning of the banking system and consequent increased reliance on exchangers for financial services.

C. Mobile Money
While mobile money operates through the telecommunication system allowing users to store value on their mobile 
devices, the network also depends on the functioning of the banking systems. Mobile money works best in conjunction 
with a functioning banking system and is a means of promoting financial inclusion. With banks slowly regaining some of 
their functional capacity, mobile money may be able to regain some traction, though the prospects are not great. As a 
result, it can be considered extremely unlikely that this is the time that MMOs would chose to expand the network of 
agents accepting mobile money or cashing out mobile credit, which is the factor that would enable mobile money to be 
a viable option for disbursing humanitarian cash assistance.

Mobile money faces two additional challenges. First, it is not well embedded within the population. Even after 13 years 
of being in the country, mobile money has failed to take off in any significant way, making it very questionable as to 
whether it will take off now that the economy is down and people are especially cautious about storing their money in 
any form other than cash. Second, mobile money requires a functioning telecommunications system along with 
significant technical expertise. With the current brain-drain in the country, questions arise on the availability of technical 
experts could ensure the smooth running of the technology that allows for mobile money to function.

D. Central Bank Policies 
In the coming 3-6 months, the central bank and banking sector will continue to face liquidity issues since it is highly 
unlikely that central bank funds held in foreign accounts will be unfrozen. The central bank will continue to focus on 
maintaining its core operations as the country’s monetary regulator.

The exchange rate will continue to depreciate but at a slow rate. The reason for this slow rate of depreciation is that the 
GoIEA will maintain all of its foreign dollar reserves (conversely, if the remaining reserves were to deplete quickly, it 
would cause the exchange rate to suddenly depreciate). The availability of the American dollars will be scarce, limited 
to the central bank auctions for exchangers. The restrictions on the withdrawal limits on banks will remain in place 
(though they may be adjusted), thereby prevent any bank runs and sudden moment of cash outside of Afghanistan.



SECTION 4: CONCLUSION & RECOMMENDATIONS

In the post-Taliban takeover of Afghanistan, not only is the political landscape tremendously challenging and fragile, but 
also the banking sector is facing many challenge that will make it difficult for humanitarian actors to operate in the country. 
The banking systems currently exists on a lifeline, and trust in banks has likely been destroyed for the coming years and 
possibly decades. Economic sanctions will likely remain on the country for the coming 3-6 months, which will continue to 
cripple the banking sector. Humanitarian actors that aim to operate in the country will need to adopt a flexible approach 
that makes use of unconventional financial intermediation that is not (or at least not solely) reliant on the formal banking 
sector. Humanitarian actors seeking to disperse money across the country will need to rely on the hawala networks 
provided by money exchangers, as it functions as one of the few remaining financial networks that permeates the country, 
including the rural countryside. This report has provided information on the opportunities and risks of using different 
financial intermediaries. Whatever the option pursued, the only certainty is that the coming 6 months will be a period of 
tremendous hardship on the banking sector and the economy will continue to deteriorate, making humanitarian actors 
assistance essential in prevent emergency levels of food insecurity and other compounding issues from gripping the 
entire country.

This study has reviewed that state of the banking sector, highlighting the tremendously difficulties it will face in the coming 
3-6 months (and long thereafter). Based on the preceding discussion, the report makes the following recommendations:

1. Humanitarian actors will be able to deposit their funds in certain Afghan 
banks without fears on those funds being frozen. Banks, particularly Afghanistan 
International Bank, will seek to work with humanitarian actors, and thus these actors will have 
the ability to negotiate terms on the use and accessibility of funds being deposited. However, 
while banks will allow for the safekeeping of funds in the country, they will likely not be able to 
play a strong role in the disbursement of funds across the country given their limited reach in the 
provinces and their shrinking reach across the country.

2. To rapidly disburse funds across the country, humanitarian actors need to 
engage with the hawala network by utilizing money exchangers. At present, 
exchangers possess the mostly widely functioning financial capacity in the country. Exchangers 
themselves face numerous setbacks as they too relied on banks and were part of the country’s 
financial systems. However, as their operations have always maintained a level of autonomy 
from the banks, their networks remain functional within the country though not without adverse 
effect.

3. Humanitarian actors can take several steps to ensure their transactions 
with exchangers does not involve a co-mingling with funds from illicit sources: 

i. Assessing exchangers using existing information from other humanitarian actors. 
ii. Assessing exchangers using existing information from banks who have studied the market or 
              worked with exchangers in the past.
iii. Requiring exchanger to make their accounts open for auditing.
iv. Making clear to the government (Ministry of Foreign Affairs and central bank) the importance  
               of monitoring the activities of exchangers.

4. Humanitarian actors can take several steps to ensure that their transactions 
are carried out by exchangers:

i. Requiring funds be disbursed by exchangers before making payment.
ii. Assessing exchangers using existing information from banks who have studied the market 
              or worked with exchangers in the past.
iii. Seeing the guarantee of another exchanger or from the Union that in case of non-performance  
              of the agreement, the guarantor would be required to fulfill the obligation
iv. Working with multiple exchangers so that exchangers fulfill their obligation under the threat that  
               business with the humanitarian actor could always go to one of the other exchangers.
v. Utilizing the private court of the money exchange market as a last resort in the event of a 
              dispute.



5. Humanitarian actors could play an advocacy role before the DAB in calling 
for greater flexibility. The GoIEA has already signalled that humanitarian actors are 
needed to prevent economic collapse. These actors thus have negotiating leverage and could 
seek government assurance such as no restrictions being placed on funds and government 
assistance (i.e. security and resources) for funds being transferred between Kabul and 
provincial centers. Actors may also advocate for an increase in the banking withdrawal limit 
given the increase of foreign currency entering the country. 

6. Mobile money and microfinance bank options may have some limited 
ability to reach different sectors of the population. However, the expectation on 
viability of these options must be tapered, as they do not have a strong presence in the country 
at the moment and are largely restricted to urban areas. 



ANNEX 1: METHODOLOGY

This study has been developed over three phases: (i) a preparation phase, which consisted of developing data collections 
tool and planning and scheduling with key informants (ii) the data collection phase, and (iii) the data processing, data 
analysis, and reporting. 

A. Research Focus Areas 

Current constraints/limitations in the Afghan formal banking and non-banking financial sector-including 
government and private banks, Hawala.

Actors to address the key constraints in the banking and non-banking financial system. Risk assessment 
of different money transfer options in Afghanistan to ensure programme continuity.

Potential innovative solutions some of the banking sector clients, e.g., humanitarian actors who are 
using/planning to use, to move cash into and or within Afghanistan.

The likely scenarios in the banking and non-banking financial sector in the next 3-6 months.

B. Method/Data Collection
As per the agreed inception report, the Afghanistan banking sector research used key informant interviews (KIIs) as the 
data collection tool. A total of 22 KIIs were undertaken inside and outside Afghanistan, with 8 male and 6 female 
participants.  Participants of interview discussions were current or previous staff of the central bank of Afghanistan and 
private banks, financial experts, IRC staff, members of the Cash and Voucher Working Group, representatives of 
humanitarian actors, and Hawala agents.  The research team developed a semi-structured guideline for interviews, and 
in order to assure comprehensive and detailed data collection, the research team employed a purposeful sampling 
process for interviews.  IRC provided a pre-identified list of identified KII respondents alongside their contact. 

C. Data Analysis As per the agreed inception report, the Afghanistan banking sector research used key informant 
As soon as the data collection was complete, the research team used a manual coding system to analyse the qualitative 
data collected through the KIIs. This approach was appropriate for the volume of information, the range of responses, 
and the synergies between the research questions. The team analyzed the data to responded to the research questions. 
Analysis of the qualitative data was an iterative process of identifying key areas, organizing these areas into clusters and 
identifying the key themes within each cluster. These are then organized into categories and emergent themes from 
each category for further analysis and re-categorization to identify key patterns. Evidence for conclusions was built via 
triangulation analysis. Based on data collected, a draft report was produced and be submitted to IRC for a feedback and 
comments process. After receiving feedback and comments, the report was finalized and submitted to IRC. 



ANNEX 2: INTERVIEW GUIDELINE

Data Collection Tool
Key Informant Interview

Location  

Interviewer  

Date of the meeting  

Interview started at ……………………… 

Finished at ………………………. 

 

Informa�on on respondent  

Name  

Gender  

Function   

Email Address  

 

Good morning/afternoon/evening. My name is (xxxxxxxxxx) and I am working for IRC. We are conducting interviews to 
understand the current status of the banking and non-banking financial sector of Afghanistan, what are the prevailing challenges 
and what scenarios can be expected in the next 3 to 6 months and what options are available to cash actors to address the key 
constraints in the Afghan financial system – including transfers in/out, cash accessibility / availability, currency exchange, and 
payments. 

What we would like to know from you is also related to:

• Likely policy responses by de facto authorities in Afghanistan and their implications for cash actors 

• Possible options to be used by actors Options available to cash actors to address the key constraints in the financial system 

• Risks of different money transfer options 

I will be asking some questions but this is truly a discussion and I would like to hear your opinions and ideas. We would also 
like to record this discussion so that we do not miss any information. Is it OK with you if I audio record this session?

Recording Available 

[If no, verbatim notes to be taken by the note taker] 

 



Q.1 Can you tell us about the current situation in the financial sector of Afghanistan?  
 
a) How are the services being provided by public banks? 
b) How are the services being provided by private banks? Have they started operating at the provincial level?  
c) What are the main contraints/limitations in terms of? 

o Transfer in/out 
o Cash accessibility 
o Currency exchange  
o Payments 
o What can be done to improve the situation? 

 
Q.2 Will these constraints remain in the financial sector? Do you think the situation would positively change 

in the next 3 to 6 months? If no, why? If yes, why? 

Q.3 What are the possible scenarios, particularly in terms of transfer in/ out, cash availability and payments? 
  

Q.4 How do you assess the impact of the current non-functioning financial services on the operations of 
the humanitarian community working inside and outside for Afghanistan? 
 

Q.5 How in your opinion is the current status of non-banking system in Afghanistan?   
a) How are the services being provided by Hawal?  
b) What can be done to improve the situation? 

Q.6 Do you think cash actors can address the current constraints/limitations of the financial sector? If yes, 
how?  

Q.7 What are the representatives of humanitarian actors and UN agencies discussing about to in order to 
address the current limitations? 
c) What options do you think are available in order to bring money to Afghanistan? 
d) What options do you think are available for the humanitarian community to bring money to Afghanistan and 

resume their operations? 
e) What options do you think are available for UN agencies to bring money to Afghanistan and resume 

operations? 
f) Do you think the recently Trust Fund set up by the United Nations can be used by humanitarian actors as 

well? 
g) What type of risks are associated with each of these options? 

Q.8 Which option do you recommend the most? 

 

Would you like to add something else before we finish the interview?

Thank you so much.



ANNEX 3: TOR

Terms Of Reference
Afghanistan Banking system study

1. Background 
A functioning banking system and other financial services are critical for humanitarian actors to effectively operate.  
Banking system other financial services allow humanitarian actors to bring resources into the country, exchange foreign 
currencies, manage cash balances and process payments such as staff salaries, payments to vendors, and disbursing 
as cash assistance to clients including vendors. Immediately after the change in government in Kabul, the banking 
system in the Afghanistan encountered significant challenge. Banks and financial service providers suspended their 
operations, limited transfers in or out, and limited cash withdrawals. As a result, humanitarian actors and other 
businesses have not been able to pay staff salaries, vendors, or to sustain critical humanitarian assistance efforts. All of 
these changes have an impact on the operation of humanitarian actors in Afghanistan and reaching to the affected 
population.

IRC will commission a study to better understand the current state of the banking and other financial services sector in 
Afghanistan, the likely future state(s) of the banking and other financial system and services under IEA governance, and 
the bank or non-bank options available to humanitarian actors working in Afghanistan to sustain operations and 
programs.   

2. The study  
The purpose of this study is to get an understanding of current status of Banking and non-banking System in 
Afghanistan, what are the prevailing challenges and what scenarios can be expected in the next 3 – 6 months’ time. The 
study will mainly cover the following topics.

1. Analysis of current constraints/limitations in the Afghan formal banking and non-banking 
financial sector (this include government and private banks, Havaala) what are constraints, 
their drivers. 

2. What are the likely scenarios in the banking and non-banking financial sector in the next 3-6 
months period (Eg - scenario can include anticipated degree of functioning/disruption of 
banking system, specifically considering transfers, cash availability, currency exchange, and 
payment services)? 

3. Likely policy responses employed by the new Afghan government and how these policies will 
affect the operations of cash actors.     

4. Options available to cash actors to address the key constraints in the banking and non-banking 
financial system – including transfers in/out, cash accessibility / availability, currency 
exchange, and payments.  

5. An analysis of potential innovative solutions some of the Banking Sector clients, e.g., 
humanitarian actors are using/planning to use, to move cash into and or within Afghanistan. 

6. Risk assessment of different money transfer options and workaround in Afghanistan to 
ensure programme continuation. This include bring money to Afghanistan from outside and 
transferring the money internally within Afghanistan (to beneficiaries) 

7. Based on the above topics, recommendations to cash actors (operational and advocacy) to 
address the challenges and obstacles identified in the study.  

 



3. The Consultant
IRC looking for a consultant to carry out this study in Afghanistan. Consultant should have a strong understanding of the 
banking system in Afghanistan including operations of the Central Bank (DAB), methods by which government, private 
sector banks and non-banking financial services operate, and recent changes at operational and policy level related to 
banking functions in Afghanistan. Consultant should have experience in the banking sector to provide advise / 
recommendation to cash actors to continue their operations.   

4. Time frame 
This study is expected to commence on 15th of September and end on 24th of September. Data for the study can be 
collected from the available documents, consultant’s own knowledge and key informant discussion. Study can be 
conducted remotely, and consultant does not need to be in Afghanistan. Based on the security situation, consultant can 
decide to have face to face meeting with key informants if conducive.    

5. Key stakeholders
Internally within IRC, consultant will work closely with the Deputy Director of Programme and the IRC’s Economic 
Recovery and Development Technical Advisor.      

6. Final product 
A detail final report that meets the expectation in point number 2 and a (remote) presentation to IRC senior country office 
and regional staff. A group discussion with the Afghanistan cash working group members, when formulating the 
scenario, options and innovative solution. The consultant may be asked to also (remotely) present findings to the 
Afghanistan Cash and Voucher Working Group highlighting the key finding of the study and way forward.   
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