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proved transparency, mitigated operational

vulnerabilities, and reinforced the banking

system’s resilience against potential disrup-
tions.

Notable Outcomes of the Supervisory

Framework in 1404

Sustained supervisory interventions yielded

significant improvements across the sector:

e Increase in Public Deposits: Higher
deposit levels reflected renewed public con-
fidence in the banking system.

e Expansion of Banks’ Asset Bases: The
growth in total assets indicated strength-
ened financial resilience.

« Enhanced Profitability: Improved op-
erational efficiency and better cost man-
agement contributed to higher profitability
throughout the sector.

These achievements highlight that effective

supervision does not constrain growth; it

enables it by creating a secure, predictable,
and professionally governed financial environ-
ment.

Advancing Islamic Banking

Islamic banking continues to evolve as a core

component of Afghanistan’s financial ecosys-

tem. In alignment with societal needs and

Sharia law, DAB undertook major initiatives

to strengthen this segment:

for

e Developed and issued guidelines

Musharaka, Istisna’, and Kafala.

¢ Finalized the frameworks for Musharaka,
Sukuk, and Mudaraba Sukuk, enabling me-
dium-term investment in infrastructure and
large projects.

e Prepared Sharia-compliant financing docu-
ments for agriculture, trade, and services,
now undergoing formal scholarly review.

These measures set the stage for a broader
rollout of Islamic finance products, improved
institutional capacity, and higher levels of fi-
nancial inclusion in the coming years.
Conclusion
The reform and supervision initiatives imple-
mented in FY 1404 have laid a strong and last-
ing foundation for financial sector stability in
Afghanistan. Through disciplined supervision,
enhanced regulatory structures, and a growing
commitment to Islamic banking, DAB has bol-
stered public trust, protected public deposits,
and positioned the banking sector as a key
driver of national development.

As the country continues its journey toward

economic resilience, the supervisory vision of

1404 will serve as a guiding framework built

on prudence, professionalism, and long-term

national interest.

Haseebullah Noori, Spokesperson DAB

Source:

1- Da Afghanistan Bank — Achievements Report, 1404
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a Strategic Objectives of Supervision

! DAB focused on four main supervisory

objectives in FY 1404:

1- Safeguarding Financial Stability
Banks were guided to operate on a solid fi-
nancial footing, ensuring they remained in-
sulated from systemic shocks that could
threaten the broader economy.

2- Assessing Institutional Performance
DAB carefully evaluated governance prac-
tices, managerial effectiveness, risk-
management capabilities, and operational
discipline to enhance overall institutional
performance.

3- Promoting a Transparent and Reli-

able Sector
Efforts focused on creating an environment
that supports long-term investment, sus-
tainable lending, and responsible banking
practices across the sector.

4~ Protecting Depositors and Enhancing

Public Trust
By safeguarding public deposits and enforc-
ing prudential standards, DAB reinforced
consumer confidence and trust in the bank-
ing system.

These objectives were pursued through a

comprehensive monitoring framework that

included financial ratio analysis, on-site

supervision, off-site supervision, risk-
profile reviews, and stress-testing exer-
cises.

Prudential Financing and Investment

Y’n

Thresholds
To ensure balanced and responsible growth,
DAB introduced calibrated limits on financing
These thresholds

banks to participate more actively and more

operations. encouraged
prudently in national development projects.
Foreign investment ceilings were also refined,
reducing the share of foreign assets from 30%
to 25%. This shift aimed to stimulate domestic
investment, deepen local market participation,
and reinforce the national economy.
Liberalization of Cash Collateral

The

marked a major policy advancement. This re-

issuance of cash-backed guarantees

form alleviated balance-sheet pressures on
banks while providing the private sector with
regulated access to financial resources,
particularly for trade, manufacturing, and de-
velopment-oriented ventures.

Improvement of Service Quality and In-
stitutional Governance

Enhancing service delivery and expanding
customer access were prioritized as key objec-
tives. Critical managerial positions were
staffed with qualified professionals, thereby
reinforcing internal governance and strength-
ening decision-making processes
banks.

Strengthening Risk Management & In-

acCross

ternal Controls
Robust internal controls and enhanced risk-
management systems formed the backbone of

supervisory reforms. These measures im-




Banking Sector Supervision and Stability:

Key Achievements in FY 1404

The banking sector stands at the heart of a na-
tion’s economic infrastructure. As the primary
channel for savings, financing, and payments,
banks support households, businesses, and
national development priorities. In environ-
ments where transparency, trust, and stability
are undermined, economic growth is con-
strained, and confidence in the financial sys-

tem erodes.

In FY 1404, Da Afghanistan Bank (DAB) dem-
onstrated an unwavering commitment to en-
hancing supervision mechanisms and rein-
forcing financial sector resilience. Through
structured, professional, and data-driven su-
pervision, DAB aimed not only to safeguard
the system from emerging risks but also to po-

sition the banking sector as an active catalyst

for sustainable economic growth.
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