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Recent Political Highlights 
 The President of the Islamic Republic of Afghanistan Hamid Karzai has been in office since December 2004, Yunis Qanuni 

assumed first vice president office in March 2014 and Abdul Karim Khalili has been second vice president since December 2004. 
 President Hamid Karzai was constitutionally required to hand power to a successor following elections in April 2014. The U.S. 

and NATO have committed to withdrawing all combat forces by the end of 2014 but will continue to fund and train the Afghan 
National Army and provide development aid. A bilateral security agreement will determine the levels and conditions of a post-
2014 U.S. troop presence. The U.S. is seeking peace talks with the Taliban, but insurgents continue to battle coalition and 
Afghan forces. The timeline announced by the nation’s election commission will leave the country without a new president until 
late summer according to New York Times’ report out in May 2014. Voters will cast their runoff ballots in June 2014, with final 
results to be announced on July 22. Under Afghan election law, the new president would then be inaugurated 30 days later, 
officials said. 

 Afghanistan is one of the world’s poorest countries. GDP is growing, but the economy remains hobbled by poor infrastructure, 
insurgency and corruption. The agricultural sector depends heavily on cultivation of the opium poppy and illegal drug trafficking 
fuels violence and instability.  

 Fueled by proceeds from opium trafficking and unimpeded by weak state institutions, corruption permeates Afghanistan from 
the presidency down to the lowest levels of government. The judicial system is severely underdeveloped. Weak protection of 
property rights due to a lack of property registries or a land titling database leads to land title disputes. An estimated 80% of 
land is held and transferred informally.  

 When the next president of Afghanistan takes office later this year, he will inherit a growing budget shortfall that could leave 
tens of thousands of civil servants unpaid and force key public programs to shutter. The current budget shortfall, roughly 20% of 
overall Afghan expenditures, has worsened as the country navigates a tenuous political transition, sending a shock wave 
through Afghanistan’s nascent economy. Afghanistan will need more than $7 billion annually for the next decade to sustain a 
functional government, maintain infrastructure and fund the Afghan army and police, according to the World Bank. But there 
are already signs that foreign donors might not have an appetite for such a commitment. The Obama administration requested 
$2.1 billion in financial assistance for Afghanistan this year, but Congress approved only half that amount. 

Recent Economic Highlights 
 Afghanistan has a population of 31,822,848 and a 28.1% literacy rate. Afghanistan's economy is recovering from decades of 

conflict. It has improved significantly since the fall of the Taliban regime in 2001 largely because of the infusion of international 
assistance, the recovery of the agricultural sector and service sector growth. Despite the progress of the past few years, 
Afghanistan is extremely poor, landlocked, and highly dependent on foreign aid. Much of the population continues to suffer 
from shortages of housing, clean water, electricity, medical care and jobs. Criminality, insecurity, weak governance, lack of 
infrastructure and the Afghan Government's difficulty in extending rule of law to all parts of the country pose challenges to 
future economic growth. Afghanistan's living standards are among the lowest in the world. The international community 
remains committed to Afghanistan's development, pledging over $67 billion at nine donor conferences between 2003-2010. In 
July 2012, the donors at the Tokyo conference pledged an additional $16 billion in civilian aid through 2015. Despite this help, 
the Government of Afghanistan will need to overcome a number of challenges, including low revenue collection, anaemic job 
creation, high levels of corruption, weak government capacity, and poor public infrastructure. Gross Domestic Product (GDP) 
expanded 11.8% in 2013 from the previous year. Annual GDP growth rate averaged 12.5% from 2003 until 2013, reaching an all 
time high of 28.6% in 2003 and a record low of 2.30% in 2009. Agriculture (35% of GDP) is the most important sector of the 
economy, as the majority of the population is dependent on crops. The resurgence of the public sector has led to growth in 
services, which now account for around 40% of GDP. Mining has also been growing rapidly due to exploration of the country’s 
vast mineral resources, such as lithium and precious stones. 

http://www.washingtonpost.com/world/asia_pacific/in-afghan-presidential-election-pro-western-front-runners-compromise-to-woo-votes/2014/04/01/cd8cbf0a-733a-4138-a931-5f162e110235_story.html�


 The inflation rate in Afghanistan was recorded at 4.7% y-o-y in April 2014. Inflation averaged 4.9% from 2005 until 2014, 
reaching an all time high of 14% in April of 2011 and a record low of -18.4% in May of 2009. In Afghanistan, the Consumer Price 
Index (CPI) is divided into two main groups: food Items, accounting for 61.3% of total CPI and non-food Items making up the 
remaining 38.7%. 

 Growth is projected to remain weak in 2014, while a smooth political and security transition would help restore confidence in 
the economy and enable a pickup in growth in 2015. Revenue collection continued to weaken in 2013, while Afghanistan's large 
security expenditure obligations and high aid dependence pose the risk of crowding out important civilian operating and 
development spending. Domestic revenues declined to 9.5% of GDP in 2013 from 10.3% in 2012 and the peak of 11.6% in 2011. 
The decline in revenue collections is a result of the economic slowdown as well as weaknesses in enforcement in both tax and 
customs administration.  

 In the last two years a number of reforms were issued in order to encourage foreign investments. As Afghanistan has more and 
more integrated in the regional economy and is now part of the main Asiatic organizations designed to promote trade and 
economic cooperation. Moreover, bilateral agreements with its neighbours, together with EBA (Everything but Arms) and GSP 
(General System of Preferences) agreements provide preferential trading relations with the EU and regional countries. The 
process of reconstruction offers substantial opportunities for foreign business to participate in the country’s progress. Hundreds 
of organizations, national and international, governmental and non governmental are involved in this enormous effort. Since 
Afghanistan needs to completely renovate its infrastructures and particularly all the communication links (roads, airports, etc.),a 
huge operation of renovation and construction of new infrastructures is underway. The agricultural sector, a fundamental 
means of livelihood in Afghanistan and the main economic activity of the country, is a great investment opportunity with 
particular reference to the preservation/processing industry. Although demand for Afghan agricultural goods is high, 
Afghanistan lacks a functional packaging industry. Some 20-40% of post-harvest horticulture products go to waste because of 
poor packaging. Construction materials (with particular reference to the excellent quality of marble), cashmere, silk, saffron, 
precious stones, mineral and natural resources represent other significant investment opportunities. A Chinese multinational 
recently won a major investment bid worth $3 billion to develop and mine the Aynak copper deposits in Afghanistan, probably 
one of the world's largest copper mines. The Afghan Government is also seeking public and private sector capital to rehabilitate 
and improve its energy sector. 

 Considering the need of a continuous monitoring of the security situation in the country, the embassy of Italy in Kabul is 
promoting a range of initiatives to facilitate an investment-friendly environment for the Italian business community and to meet 
the Afghan requests to improve economic and commercial bilateral relations.  

 The IMF has been supporting Afghanistan through technical assistance, to help it build up its economic institutions with policy 
advice and also an IMF program. The most recent program, a three year extended credit facility arrangement began in 
November 2011.     

 Imports in Afghanistan increased to $8932.39m in 2013 from $6390.31m in 2012. Imports averaged $3782.63m from 2003 until 
2013, reaching an all time high in 2013 and a record low of $1966.07m in 2005.  

 Afghanistan’s economic freedom could not be graded because of a lack of reliable comparable data. 
 The Financial Action Task Force (FATF), an international money laundering watchdog, says Afghanistan has failed to implement 

its recommendations with regards to the issue of Afghan bank’s failure to do enough to combat money laundering and terrorist 
financing and will be blacklisted unless laws that meet global norms are passed before it meets on June 23 to June 27. This could 
cut off its banks from the global financial system, disrupting up to $10bn worth of annual imports by the time the next president 
takes power. 
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 Major exports: Opium, fruits and nuts, hard woven carpets, wool, cotton, hides and pelts, precious and semi-precious gems. 
 Major imports: Machinery and other capital goods, food, textiles, petroleum products. 
 Main trading partners: Pakistan, US, India, Russia, Tajikistan, China and Germany. 
 SA exports to Afghanistan totalled R717.5m in 2011, R530.4m in 2012, R306.9m in 2013 and R5.6m in Jan-April 2014.  



 SA imports from Afghanistan totalled R3.3m in 2011, R5.6m in 2012, R2.5m 2013 and R530K in Jan-April 2014.                                   
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