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Press Conference: DAB Shared its Achievements With Public

27 December 20235 - DAB organized a press
conference aimed at disseminating its achieve-
ments of the first sixth months of FY 1402.
These achievements were presented in a sum-
marized report comparing the data and statis-
tics of the first six-months of 1400 and 1401
with that of 1402, highlighting progress in all
indicators.

Al the outset, the acting Governor of Da Afghani-
stan Bok, Mr. Hedayatullah “Badri” extended his
gratitude to the media for their active participation
and cooperation in disseminating accurate informa-
tion to the public during the last two years, He
added that the existing data in the report shed light
on the effective implementation of the monetary
policies and banking sector showning considerable
improvements, which will be communicated to the
media and through them to the general publie.

Mr. Badri said that appreciation of Afghani against
other currencies, reducing inflation to desirable
level, improvement in the performance of the bank-
ing sector, promotion of Islamic banking, develop-
ment of payment and information technology sys-
tems, printing new Afghani banknotes and injecting
them into the market, collecting and incinerating
old banknotes, are the key achievements of Da Af-
ghanistan Bank.

Subsequently, Director General of Monetary
Policy Department, Mr. Ahmad Jawad
“Sadad” provided insights into the approaches
of the Afghani (AFN) appreciation against
other currencies, highlighting that Afghani ap-
preciated by 9.74 percent against other foreign
currencies in the first six-months of 1402 com-
pared with the same period of the previous
year. “Fortunately, the Afghani is more stable
compared to the currencies of many regional
countries and other trade neighbors of Af-
ghanistan, he said”. He also explained that the
latest data from two days ago shows consider-
able increase as the Afghani appreciated by
19.3 percent against USD,

During the conference, Director General of
Non-banking Financial Supervision Depart-
ment, Mr. Ahamad Zahir “Nasirzai® provided
insights on the sitnation of non-banking finan-
cial sector, saying that creating effective
mechanism for the activities of Foreign Ex-
change Dealers (FXDs) and Money Services
Providers (MSPs) is of utmost importance for
the improvement of this sector.

Mr. Nasirzai added that the decision to turn
individual licenses of FXDs and MSPs into
corporate licenses was made for the improve-
ment and accountability of this sector, impos-
ing new terms and conditions and suggesting
changes in their legal frameworks. According
to this decision, all the individual licenses
were revoked, and so far, 1076 corporate li-
censes have been issued in the country. Also,
the said corporate license holder companies
have established around 389 branches
throughout the country. After this, FXDs and
MSPs will perform their activities as non-
banking financial institutions, subject to hav-
ing electronic system and complying with the
national and international standards.
As a final remark, Deputy Director of Banking
Supervision Department, Mr. Thsanullah
“Mansoor” provided insights into the stability
and soundness of the banking sector. He
added that DAB management held numerous
technical meetings with internal and external
stakeholders for the strengthening of the
banking sector; negotiated effectively for lift-
ing the sanctions and providing necessary fa-
cilities to the people; issued effective circulars
to the banks; and frequently conducted super-
visions of the performance of the banking sec-
tor, leading to gradual decrease of the deposits
restrictions.

It is to mention that DAB is putting its best
efforts into improving the Afghan banking sec-
tor in the light of international best practices.
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4- Money laundering causes revenue
loss

Moneyv laundering often comes at the expense
of a reduction in government tax revenues.
Tax evasion does nol allow governments lo
collect their fair share and eventually redis-
tribute revenue for the welfare of the common
public. Adequate literature exists on the issue
that when governments are not able to have a
balanced budgel, they often refer to bilateral
or multilateral loans which effectively take-
away the independence of economic policies
and in the longrun lead to economic and po-
litical repercussions.

5- Other socio-economic costs of money

laundering

Money laundering directly or indirectly pro-
motes cerime and violence. Money laundering
allows criminals to access the proceeds of
crimes which in its own right calls for alleviat-
ing the crime levels in a society. Money laun-
dering also plays a role in economie transfor-
mation where the actual economic power is

transferred to offenders that often act against

a fair market.

If money laundering remains unchecked, fi-
nancial dividends will be consolidated leading
to unprecedented socio-economic issues which
will further harm the already tilted socio-
economic equilibrium. Economic or financial
powers are also highly influential in politics
and sometimes play a key role in government
formation and indeed, governments with con-
centrated interests will do more harm than
good on the apex levels of the civil society.
Money laundering is a phenomenonhosted by
financial systems with far-reaching conse-
quences. Therefore, a country’s financial sec-
tor should be well-guarded to prevent the in-
flux of dirty money into the economy. Finan-
cial institutions should establish effective AML
Policies, use cutting-edge technology to detect
suspicious patterns, and effectively train staff
members.

Author: Abadullah Abid

Position: Regional Economic Analyst and

Communication Coordinator

Sources:;
1. httpe:/ fvewwedmif org f external  pabs Mt tandd faoie /o6, aghin him

httpa://financialcrimeacademy. org /conssguences-ot-monay-laundedng-2 /

. httpe://corcacuk/download, pdf/szq624157 pdf

. https:/ fwaleolua: files wordpress comf 2013/ 05/ the-negative-effects-of-money-lsondening -in-econom_pdf
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to access the global financial system sincea

bad reputation leads to more scrutiny, and
with serutiny comes economic disruptions that
in turn create disruptions in economic activi-
ties. Tt has been proven that a financial system
with a bad reputation is associated with capi-
tal flights, manipulation, lower rates of sav-
ings, and minimal new investments.

Some other consequences of money launder-

ing are briefly explained as follows:

1- Money laundering impedes the eco-
nomiec policy transmission

Money laundering is manipulative and for this
reason, a significant amount of money laun-
dering forges barriers against economic policy
transmission whether it is monetary policy or
fiscal policy. Monetary policy is transmitted
through conventional channels that are also
targeted and manipulated by the money laun-
derers. Transition channels that are targeted
by money launderers are asset prices i.e., real
estate industry, financial aggregates, andex-
changerates.

When ill-sourced monev enters into the men-
tioned channels, this often goes against the
objectives set by the central authorities of an
economy, producing adverse consequences as
a whole, and in extreme cases, it may have

cross-border spillovers.

2- Money laundering distorts markets
Money launderers aim io cleanse their dirty
money by investing in small businesses shap-
ing them as front businesses where dirty
money is mixed with legitimate investments
because the motive behind such investments is
not profit generation but money laundering.
Hence by adopting unethical business prac-
tices such as operating in markets on very low
prices that eventually drive out other key play-
ers from the market or the induostry for the
sake of money laundering and more often af-
ter completing the laundering cycle, money
laundered moves out of the market or industry
and as a consequence an economic or market
vacuum is created that nltimately distorts the
equilibrium of supply and demand, leading to
unfathomable economic consequences.

3- Money laundering promotes income

inequality

Most governments around the globe are strug-
gling to increase the tax base for the economy
as corruption and unethical practices do not
allow this to happen which in turn creates di-
visions of economic personalities; taxed eco-
nomic persons or entities, as well as non-taxed
economiec entities that further foster income
inequality. In a civilized society, income equal-

ity itself is detrimental to social cohesiveness.
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their illicit sources through a web of com-
plex financial transactions across bounda-
ries.

3. Imtegration: In the third and last phase,
the money is reintroduced into the legit
economy as clean money with legitimate
SOUrces.

Costs of Money Laundering
Money laundering poses serious and far-
reaching implications to the world economy
but the impact of money laundering is not uni-
form as vulnerabiliies of economiesvary
across eountries. Emerging and developing
economies are acutely susceptible to the ad-
verse effects of money laundering.

The negative impacts of money laundering

aremultifaceted and have cascading effects in

different sectors of the economy which eventu-
ally cast stagnating shadows on the overall -
nancial and economic system of a country.

A brief overview of how money laundering

causes trouble for the financial and economic

growth of a country is as follows:

Money laundering uimpairs the financial sys-

tein in fwo ways:
1- Operational Risk to Financial Institu-

Hons

Operational risks normally arise from weak
internal procedures, ineffective internal con-

trol, and lack of supervision. Financial institu-

T

tions, particularly banks, are the most vulner-
able entilies to the operational risk that comes
with money laundering since banks are util-
ized by money launderers as gateways of illicit
funds into a broader financial system. The
funds are then maneuvered in the financial
system using various channels and instru-
ments in an attempt to clean the illicit funds.
It is, therefore, safe to say that the unchecked
access of illicit funds into financial institutions
mainly banks, is the stepping stone of the op-
erational risk and money laundering at large.
The importance of operational risks can be
gauged by the fact that institutional failures
usually stem from such risks and, therefore,
failed financial institutions especially banks
are most often the root cause of economic and
social disruptions. It is, therefore, imperative
that the financial system should be well-
guarded against illicit funds.

2- Reputational risk to financial institu-
tions

Finanecial institutions plagued by money laun-
dering often lead to operational glitches that
eventually erode the reputation of the finan-
cial system, which highly correlates with the
ineffectiveness of a financial system. When fi-
nancial institutions or the overall financial
grid of an economy fails to control money

laundering, most often this hinders its ability



Money Laundering and Its Economic Hazards 0

Money Laundering:

Money laundering is an extensive and intense
finaneial erime deeply rooted in the finaneial
system. In simple terms, money laundering is
the process of hiding the illicit source/s of
money and reintroducing the ill-sourced
money into the economic system as legitimate
economic value,

The essence of money laundering dates back
centuries in history but the mechanies in-
volved, have evolved with the changes in the
economic and financial system. Over the last
few decades, national and international or-
ganizations have made serious attempts to
tame the flow of illicit proceeds from criminal
activities,

The taxonomy of money laundering has ex-

panded with the ever-evolving financial sys-

tem. Nowadays, money launderers use various

techniques for monev- laundering such as
trade-based money laundering schemes,
smurfing, shells, mules, and so on.

Phases of Money Laundering:

Money laundering involves a chain of activi-

ties that ulimately results in disguising the

illicit source of money. The chain of activities
is broadly classified into three major stages:

1. Placement: Placement is the introduc-
tion of proceeds originating from illicit ac-
tivities or crime into the financial system
by various means i.e., Smurfs, Wire Trans-
fers, and Mules.

Layering: In this stage of money launder-

p

ing, it is sought to distance the funds from
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