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Foreword by the Governor

Dear reader,
I am addressing you at an unprecedented time for the world, Albania and the Bank
itself. The shock we suffered from the pandemic was both severe and complex. The
imposed lockdown of economies and borders and physical distancing measures events never imagined to happen 12 months ago - had considerable economic and
social costs and posed serious challenges to policy makers.
These factors led the Albanian economy to fall into recession and tested the resilience
of its fundamentals.
The response of the Bank of Albania was immediate, coordinated and complex,
on account of the exceptional nature of the shock. Our legislative mandate and
operational independence allowed for implementation of a comprehensive set of
monetary, supervisory, macro-prudential, operational and communication measures.
The Bank, through these, aimed, and managed, to contribute to alleviation of the
financial burden of the crisis on Albanian citizens and preservation of a safe and
stable economic and financial environment.
Following, I will present briefly the measures undertaken in the fields of our activity
and their effects.
In the monetary policy field, we reduced the policy rate, supplied unlimited liquidity
injections to the banking sector and informed the market through forward guidance on
the duration of the accommodative monetary policy stance in the future. The increase
of monetary stimulus calmed markets and underpinned their normal functioning. This
was transmitted into reduction of interest rates and debt servicing costs and to an
increase in credit volume. Bank credit is a stable financing source for households
and enterprises, supporting their needs for consumption and investments.
In the financial field, we temporarily and in a targeted way eased regulations on
the functioning of the banking system, by helping to set out a credit moratorium for
enterprises and households in financial difficulties, and establishing the premises for
loan restructuring to those borrowers encountering longer-term difficulties. Around
23,000 Albanian enterprises and households with loans from banks, amounting to
ALL 200 billion, benefited from this facility. In parallel, we temporarily abolished
dividend payments across the banking industry, postponed the implementation of
certain restrictive macro-prudential measures and continued prudential supervision
and monitoring of the banking system’s performance. These measures served to
preserve a well-capitalised banking system with sound practices for risk management.
Indicators of assets quality, financial results and capital of the banking sector appear
at good levels. The non-performing loans ratio has remained at low levels and the
direct exposure of its activity to market risks remains contained.
The banking sector has played a laudable role in tackling this crisis. Thanks to the
reforms undertaken and years of work strengthening the regulatory and supervisory
framework, the capacities of the sector have been enhanced, enabling it to be part
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of the solution and not of the problem. The role of banks remains crucial, both in the
phase of pandemic control and in the rebound phase of the economy in the future.
We have increased operational capacities, to meet the growing demand of the
economy for cash, in spite of logistic difficulties. In addition, we have guaranteed
the uninterrupted function of national payment systems and reduced costs for online
payments in lek, by encouraging increased usage of electronic instruments for the
conduction of payments.
Last, we have intensified communication with our national and international partners
focusing on the exchange of information and increasing the coordination and
effectiveness of our measures. Also, we have strengthened communication lines with
the public at large by continuing with our regular publications on monetary policy,
financial stability and banking supervision. While rigorously respecting physical
distancing rules, we succeeded to be present, virtually, to explaining our decision
making and responding to the questions of interest groups.
I am confident that the Bank of Albania has made an invaluable contribution in
countering the immediate challenges of the crisis and preserving the monetary and
financial stability of Albania, as one of the pillars needed to bolster rapid recovery
of economic activity.
The Annual Report 2020 in your hands provides a more detailed and comprehensive
description of our response to the crisis, but also more. The work, and marked
progress, on strengthening professional capacities; supporting European integration
processes; enhancing the efficiency of payment systems; empowering means for bank
resolution; the qualitative and quantitative improvement of statistics in compliance
with European Union practices; strengthening of internal government systems; and
scientific research, are reflected in this Report. The medium-term development strategy
of the Bank of Albania is embedded at the end of the Report. This strategy is our
guidance for the coming future.
Just like the rest of the world, we at the Bank Albania adapted to the new way of
working, remotely. Hence, we succeeded in fulfilling our engagements in a set of
projects, among which I would like to note the 1-year twinning project, “Enhancing
Bank of Albania’s alignment with EU Acquis”. The successful realisation of this
project outlines once more the serious commitment of our institution to deepening
the processes for integrating Albania into the European Union.
All these achievements were possible thanks to a talented and devoted staff. I
am grateful for their work, which gives life to the fundamental value of the Bank servicing public interest.
In conclusion, I would like to repeat once again, we remain dedicated to safeguarding
the monetary and financial stability of the Republic of Albania, in accordance with
our legal mandate.
Kind regards,
Gent SEJKO
Governor
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