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PREFACE

Dear reader,

This report aims to present the developments of the banking system in 
the Republic of Albania for 2004 and the role of the Bank of Albania as a 
supervision and regulatory authority of this system through the Supervision 
Department.

During 2004 the banking system has undertaken important developments 
which have been caused by the economic progress of the country and by the 
stronger competitive forces of this market. As a result of these developments, 
last year experienced a geographic expansion of the banking network 
throughout the country, new products for the clients, increased lending to the 
private sector, etc. The banking system was able to manage such changes 
in equilibrium, by further structuring the system and by increasing profits for 
the entire system or individual banks. A separate part of the report presents 
developments carried out during the first semester of 2005, pointing out 
acceleration of development rates marked during 2004, especially in terms 
of increasing lending.  

The supervisory process has actively tried to follow this development 
process. The Bank of Albania intends to encourage the banking system to 
better administer the risk identification and the monitoring of operations, as 
a precondition for sustained development. We are focused on the continuous 
supervision of banks in the categories of: credit risk evaluation methods 
(in lending processes, and inter-bank placements); market risk evaluation 
methods (in foreign exchange activities, asset to debt rations, and applied 
interest rates); liquidity risk evaluation methods (in ratios of liquid assets to 
liquid liabilities, and differences of maturities between assets and liabilities), 
etc. The regulatory framework has also been modified to accommodate the 
supervisory practices and to be aligned with the international standards. This 
process will continue with further partnering with the banking industry and 
other institutions licensed by the Bank of Albania, and it will be finalized 
with regulatory changes in the Law “On Banks in the Republic of Albania”. 
Increased professionalism in banking management and supervision function 
(as a necessary practice for the guarantee of a healthy and sustained banking 
system) offers a solid support for a closer relationship between the public and 
the banks. This relationship benefits everyone involved. 
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Evaluations of the financial sector and preparations for the implementation 
of international financial standards are also part of this report. 

In conclusion, welcoming you to read it, we believe that this summarized 
information will help you to properly judge the developments of the banking 
system and the supervision process.    

Klodion Shehu
Director, Supervision Department 
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A BANKING SUPERVISION MISSION 

The banking supervisory function is exercised by the Bank of Albania, the 
central bank of the country, according to the Law “On the Bank of Albania”, 
No. 8269, dated 23.12.1997 and Law “On Banks in the Republic of Albania”, 
No. 8365, dated 02.07.1998.

In compliance with its mission and its legal responsibility, the Bank of 
Albania, being the supervisory authority of banks and other financial entities 
licensed by it, intends to:

• Ensure a sound banking activity that is in good harmony with the Bank 
of Albania laws, rules and regulations in order to protect depositors and 
prevent financial crises;

• Safeguard the banking system stability by monitoring the developments 
and recommending adequate measures, so that banks adapt to these 
developments and continuously administer according to best principles; 

• Strengthen the banking system credibility and to promote a healthier 
market discipline by demanding higher transparence in the system;

• Provide a fair competition in the banking system and beyond, and to 
ensure equal treatment of entities licensed by the Bank of Albania and 
their clients;

• Initiate continuous and professional communication with the financial 
operators in the market and other institutions which influence the activity 
of the Bank of Albania.

The Bank of Albania will accomplish its supervisory mission through: 

a) Establishment and continuous improvement of the supervisory regulatory 
framework which aims to be in harmony with the best international 
principals. 

b) On-site inspections and analysis of licensed institutions, as well as by 
undertaking corrective measures for several problems. 

c) Focus of the supervision process toward the identification of risks faced 
by licensed institutions and their proper corrections. 

d) Implementation of policies which focus toward a development-oriented 
banking system;

e) Co-operation with financial institutions under supervision, and with 
domestic and international supervisory authorities;

f) Continuous improvement of the Bank of Albania’s supervisory capacities.

The Bank of Albania, in compliance with the main objectives of the 
Supervision Department, aims to achieve the highest levels of integrity, 
professionalism, efficiency, and transparency. 
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B ECONOMY AND BANKING SYSTEM IN 2004

1  ECONOMIC ENVIRONMENT  

The world economy experienced a higher growth during 2004, compared 
to the three previous years. The economic growth was present in all main 
economic zones, but it was more prominent in the USA and in some other 
areas, while it was slower in the Euro zone.  

 

1.1 EURO ZONE ECONOMY 

The economic progress was positive during the first half of the year, and 
less prominent during the second half. One of the factors which caused the 
slowing down of the economy was the decrease of private consuming. The slow 
increase of employment and the oil price rise negatively affected the real profits, 
thus decreasing the general consumption.  On the other hand, the foreign 
demand was a key positive element for the first half of the year, by increasing 
exports in the Gross Domestic Product (GDP). However, the continuously 
overpriced Euro during the last months decreased the competitiveness of the 
European goods/services.  This was a problem for the economies of member 
countries. Such problems were aggravated by the liberal fiscal policies of 
some countries, where the Maastricht Criteria on budget deficit were not been 
respected.   

The European Central Bank (ECB) determined that the Euro zone economy 
was not under inflationary pressures during 2004. As a result, the ECB 
decided to hold the interest rate unchanged at the level of 2 percent.  The 
average inflation rate in the Euro zone was 2.4 percent in 2004.  The slow 
income increase, slow economic growth, and the Euro’s appreciation have all 
contributed to imports price fall.  The above factors and the controlled price 
rise have contributed to inflation control.   

1.2 USA ECONOMY 

Economic growth was present in the USA over 2004. The active fiscal policy 
followed by a supportive monetary policy increased the domestic demand 
for consumption and investments. The GDP was increased by 3.75 percent 
compared to 4.5 percent increase in 2003.  Employment rate increased and 
unemployment rate fell to 5.4 percent at end of the year.  The average inflation 
rate was 2.7 percent in 2004, compared to 2.3 percent in 2003.

 
The economic growth experienced a moderate inflation, in spite of the 

negative influence of increased oil prices. The general price rise was dictated 
mainly by productivity increase, which brought about a moderate increase 
in the labor price.  The Federal Reserves increased the interest rate base five 
times, raising it from a level of 1 percent at the beginning of the year to a level 
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of 2.25 percent in December 2004.  However, looking at a historical trend, 
the interest rate base is considered to be a push for the USA economy. 

1.2 ALBANIAN ECONOMY

During 2004, according to the Bank of Albania estimations, the Albanian 
economy progressed in accordance with the set objectives of the economic 
development strategy of the country.  The economic developments did not 
cause any macroeconomic imbalances. On the contrary, they contributed 
to the sustained consolidation of this stability, being reflected in the low 
and stable inflation, in the budget debt and public debt reduction, in the 
improvement of the trade balance account, and in the overall stability of 
monetary indicators. According to the latest evaluation, the economic growth 
results to be 6.0 percent in real terms, preserving the average rhythm of 
development of the last five years.  The activity of the Albanian economy, as 
an open market economy, has also been supported by the revival the world 
economy in 2004. 

The consequences of the shock phenomena present in the world economy 
during 2004 were weaker in the Albanian economy. The oil price rise in 
the international market was less significant in Albania as a result of the 
overvalued Albanian currency (ALL), and partly as a consequence of the 
increased competition in the market and elasticity of the demand for this 
product. The effect of the increased oil price on inflation was limited. The 
same effect was insubstantial in the Albanian economy. 

In 2004, investments in economy made up 25.4 percent of the GDP. Most 
of these investments, 80 percent of the total, were private investments. The 
financial sector has greatly contributed to this development through increased 
lending and variety of services provided. Therefore, during the last two years, 
business lending has increased by 34 percent, accompanied by increased 
maturities of such loans.

Fiscal facts. The fiscal policy implemented during 2004 was a prudential 
strategy, based on the Medium-term Budget Program of the 2004-2006. In 
GDP terms, budget figures are similar to those of 2003, excluding budget 
deficit at 4.9 percent. In 2004, the inflows in the government budget reached 
at 28.6 percent of the GDP level. Capital expenditures remain a problem 
which deserves more attention in the future due to the important role they play 
in the infrastructure development of the country.

 
Foreign sector of the economy. The favorable domestic economic situation 

was reflected in the foreign transactions. Current account deficit clearly 
decreased in 2004 compared to the previous two years, being at 5.3 percent 
of GDP. This development was a consequence of the improvement of the 
trade deficit.  The exports of goods increased more than the imports. In the 
meantime, the positive balance of the current transfer account increased 
parallel with the trade deficit, by not worsening the current deficit.    
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Inflation. The 2004 year end inflation was 2.2 percent, in accordance with 
the objectives of the Bank of Albania, while the yearly average inflation rate 
for 2004 was 2.9 percent. The positive progress of inflation over two last years 
has been favored by the absence of the shock phenomena, by the increased 
production capacities, and by the consolidation of the macroeconomic and 
macro financial figures.  The favorable macroeconomic developments in 
2004 created a suitable environment for the inflation control. 

Monetary policy. The Bank of Albania decreased the base interest rate five 
times during 2004.  This decrease has a total effect of 1.25 percentage points, 
standing at an inflation level of 5.25 percent by the end of the year.  The 
easing of monetary conditions in economy has aimed to boost the economic 
activity and to increase the business lending, without threatening the long 
term inflation objectives. The monetary policy has progressed according to 
the 2004 inflation strategy and its future projections. This has been reflected 
in the increased amount of deposits in Albanian Lek, which has caused 
overvaluation of the domestic currency (ALL). The overvalued Albanian Lek 
and the stable inflation rates of the biggest trade partners of Albania have 
influenced the decrease of the imported inflation in 2004.  

Foreign exchange. In the year 2004 the Albanian Lek (ALL) overvaluation 
was caused by the macroeconomic stability, increased confidence in the 
domestic currency, and seasonal effects. Compared to the previous year, 
ALL was overvalued with 7.2 percent on average toward the Euro and 
15.7 percent toward the US Dollar.  This overvaluation is a result of the 
continuous consolidation of the economy, interest rates spread between 
the ALL and other currencies, and the steady remittances from the Albanian 
emigrants. 

2 GENERAL DEVELOPMENTS OF THE BANKING SYSTEM 

During 2004, the Albanian banking system experienced a boom which was 
seen in the larger amount of assets acquired, in the increased lending, in the 
diversity of the banking products offered, and finally in the spreading out of 
the banks’ network. In 2004, total assets for the entire banking system were 
increased to 52.8 Billion ALL, or 14.1 percent or about 18.5 Billion ALL more 
than in 2003.  Right after the licensing of the Popular Bank in 2004, the total 
number of banks became sixteen.  Currently there are two operating banks, 
the Popular Bank and the Credins Bank (licensed in 2003), whose private 
capital is entirely Albanian. Despite the small market share that these two 
banks have, their existence is a desirable event. From a regional point of view, 
this is seen as a better diversification of the banking system in Albania and 
increased absorbing capacity of the undesired economic events or shocks that 
might happen in the countries of the parent banks.  

This boom was apparent in several directions, such as in the increased 
lending activities or loan portfolios, in the larger amount of total assets, 
in the expansion of banks’ network beyond the locations of 2003.  Also, 
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an important development was seen in the customer service area with the 
presence of electronic terminals and increased number of cash cards.

By the end of 2004, the banking system was composed of 88 branches 
and 100 agencies (compared to 67 branches and 94 agencies in 2003). The 
expansion of the network has happened in the existing locations where banks 
were operating, as well as in new regions, by improving the banking presence 
in the whole country.  Statistics show that banks have been more inclined 
to increase the number of branches rather than the number of agencies, 
which demonstrates that banks are not just interested in collecting deposits 
but in providing full services for the community, especially lending. Such 
developments in the banking system have been accompanied with personnel 
increases in this industry, with 26 percent more employees compared to 2003. 
In this way, the banking system is operating as an important agent in the 
development of the Albanian economy.  This situation states a consolidation 
of investment climate in Albania.  The expansion of the banking activities has 
been encouraged by a stable macroeconomic environment.  

The privatization of the Savings Bank by the Raiffeisen Financial Group 
(RZB), a process that was legally completed in the end of 2003 and early 
2004, has positively influenced the competition between banks and the quality 
of services they provide.   

C DEVELOPMENTS IN LICENSED ENTITIES

1 NON-BANK FINANCIAL INSTITUTIONS 

A completed list of these institutions can be found in the Annex IV attached to 
this report.  In 2004, an application for license and an application for a license 
revocation of non-bank institutions were submitted to the Bank of Albania. 
“Tirana Leasing” Jnt.Stk. was licensed to operate with financial leases.  Also:

• 10 foreign exchange bureaus were licensed and 12 other licenses were 
revoked.    

• 11 savings and credit associations were licensed and 11 other 
licenses were revoked. Ten of those associations, whose licenses were 
revoked, have later formed five of the new existing savings and credit 
associations. 

2 BANKS 

2.1 LICENSING 

In the end of 2004, the Albanian banking system was composed of 16 
banks, compared to 15 banks in 2003.  The number of banks was increased 
when the final license of the Popular Bank was completed.  The Popular 
Bank has been founded solely on domestic capital and started to operate in 
February of 2004. 
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Also in 2004, the “Union Bank” with Albanian capital, submitted the 
application for being licensed as a bank. This application is still in process 
and its being analyzed by the Supervision Department. 1

2.2 CHANGES IN OWNERSHIP AND IN THE LEVEL OF LICENSING 

In 2004, there were several ownership changes throughout the banks.2 
So, the privatization of the Savings Bank, the only bank with entirely state 
capital, was completed. The formal ownership transfer of 100 percent of 
the shares from the Savings Bank to the Raiffeisen ZentralBank Österreich 
Aktiengesellschaft was completed in April 2004. In August 2004 the Bank of 
Albania approved the application for the ownership transfer of 100 percent of 
the shares of the Savings Bank from Raiffeisen Zentralbank Österrreich AG to 
the Raiffeisen International Bank-Holding AG. Both are part of the Raiffeisen 
Zentralbank Österreich AG Group (RZB- Group). This transfer of capital was 
done to preserve the general ownership structure of the RZB Group and it does 
not change the management of the bank, which is still in the hands of RZB. 

In May 2004, the International Commercial Bank changed its capital 
structure by transferring 100 percent of the ownership to the ICB Financial 
Holding AG Group. This company is still owned by the person who before 
owned directly all the shares of the bank. 

In the beginning of 2004, the Bank of Albania approved the removal of the 
right to operate as third level banks for two banks, the National Commercial 
Bank and the Italian-Albanian Bank.  This was a result of their capital levels 
and the breach of capital regulations at that time. 

Also, in December, upon the request of the Raiffeisen Bank, the Bank of 
Albania granted the addition of several operations permissible in the annex of 
their license, in accordance to their capital level which is triple of the minimal 
capital paid. 

2.3 NAME CHANGE 

In 2004, there are approved name changes for the Savings Bank into 
Raiffeisen Bank, and for the Commercial Bank of Greece (Albania) into 
Emporiki Bank (Albania).

The Bank of Albania has been notified regarding the statutory changes 
related to the basic capital increases, regarding the changes in the ownership 
structure of shares which are greater than 10 percent of the bank capital, and 
so on. These changes are reflected in the banks’ registers held at the Bank of 
Albania.

In the end of 2004, after all the effected changes, the entities licensed by 
the Bank of Albania are as follows: 
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No. Entities 2000 2001 2002 2003 2004
1 Banks and branches of foreign banks 13 13 14 15 16
2 Non-bank financial institutions 2 4 5 7 7
3 Foreign exchange bureaus 19 38 58 58 54
4 Savings and credit associations 113 131 130
5 Unions of savings and credit associations 2 2 2

2.4 OWNERSHIP STRUCTURE

After the final privatization of the ex-Savings 
Bank, the capital structure of the system, based on 
the nature of ownership, experienced significant 
changes.  As a result, the weight of the “domestic 
government capital” declined to 6 percent, from 
32.1 per cent in 2003, and the weight of the 
“domestic capital” declined to 12.7 percent, 
from 35.1 percent in the previous year. 

In 2004, despite the introduction of a new 
Albanian bank with domestic private capital in 
the market4, the weight of the foreign capital 
increased to 87.3 percent, from 64.9 percent 
at the end of 2003. This was a result of the 
considerable amount of equity capital of the 
Raiffeisen Bank.  

Foreign capital dominates in the group of 
the large banks (G3)5 with 100 percent.  In the 
meantime, in the other groups- medium banks 
(G2) and small banks (G1) - foreign capital 
represents over 50 percent.  

 
The ownership structure of the banking system 

shows that 94.1 percent is foreign equity, 3 
percent is government equity, and 2.9 percent is 
private domestic equity. The dominance of foreign 
equity is even higher if we take into consideration 
the direct6 and indirect control of total assets.  As 
a result, foreign shareholders have direct control 
on 97.1 percent of total assets of the entire 
banking system.  

2.5 NUMBER OF EMPLOYEES AND 
BRANCHES OF BANKS

One of the characteristics of the Albanian banking system in 2004 was 
the expansion of banks’ network throughout the Republic of Albania. Twenty 

Table 1 List of entities 
licensed by the BOA
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seven new branches and agencies were opened, 
from Shkodra to Saranda. Such branches and 
agencies were located not only in the main cities, 
but also in smaller cities and towns. In Tirana, 
branches and agencies are located all over the 
city, including the peripheral zones. 

Almost all the banks have opened new 
branches/agencies, but to be mentioned is the 
considerable number of 12 new openings from 
the small banks (G1 Group). So, the Popular 
Bank opened 8 new branches throughout the 
country only in its first year of operating.   

A special development has happened in the 
customers’ service sector through the use of 
ATM-s accompanied by the increased circulation 
of the electronic cards. 

All the progress of the banking system and 
the number increase of branches/agencies have 
caused a considerable increase in the number 
of employees. In the end of 2004 the number 
of employees reached 2,816, compared to 
2,236 in the previous year. This is an increase 
of 26 percent and demonstrates that banks are 
actively participating in the development of 
personnel capacities, as a needed requirement 
for the future growth.  

The number of employees has also grown 
for each bank.  So, in 2003 there were 13.9 
employees per bank unit, and by the end of 
2004 this number became 16 employees per 
bank unit. This fact demonstrates that banks 
have not only extended their networks, but they 
also have improved the quality of customer 
services offered.   

To be mentioned is the increased number 
of loan officers/employees, as a result of the 
considerable growth in lending activity which is 
believed to further continue in the future. 

The entire population is better covered by the 
actual banking system, and this is seen in the 
decrease of the number of residents per bank, 
per bank unit, and per bank employee.  

Chart 3 Total assets’ structure according
to ownership (December ’04) 
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2003 2004
Number of employees 2,236 2,816
Number of branches/agencies 161 188
Number of employees per :
a) bank 149 176
b) bank unit 13.9 16
Number of residents per7 :
a) bank 206,851 194,971
b) bank unit 20,815 17,725
c) bank employee 1,388 1,108

2.6 NEW TECHNOLOGIES

The last year has been characterized by improved information and 
communication technology utilized by the banking system. Banks have 
advanced some of their existing programs or have acquired new ones. These 
programs enable a more efficient use of the banking accounting methods and 
initiate new services, such as e-banking.      

Special attention has been dedicated to the communication technology.  
With the extension of the banks’ network, consideration has been given to the 
on-line connection of new branches, their quality, speed and security. Banks 
are paying more attention to the confident information of their clients, by 
adding new security features and by applying new policies.  This way banks 
are inclined to protect their clients’ information, and to continue functioning 
even in the extraordinary situations.  

However, a lot of work still remains to be done by some banks, especially 
in the securization of the programs they use. Also, a lot of the programs in use 
need to have other modules required for the normal operation of banks.

Other weak points are the deficiencies observed in the SWIFT system. A 
better administration of the users is needed in order for the three steps to be 
fully respected (creation, verification, and authorization).  In addition, there 
is a necessity for the separation of duties of the security officers (left and right 
officer) from the operational duties in the SWIFT.    

It is also necessary for the internal auditor of the bank to fully inspect the 
information technology as well. As of now, the auditing is limited only of the 
profiles of the users or their right of access to the system in relation to their 
job titles. This should be further extended to the function of the systems, how 
precise the information outputs of the systems are, and so on.  Due to the 
specific expertise needed for this type of auditing, outside auditing could be 
used instead. 

2.6.1 ATM, the banking product of the year

Automated teller machines (ATM-s) were introduced in the market as a new 
banking product two years ago, but we can say that in 2004 they reached 
the needed level of use and understanding by the public. Banks have installed 

Table 2 Covering of 
population by the banking 
system



Banking Supervision Annual Report2004-2005

18 Bank of Albania

ATM-s in Tirana and other main cities.  Only in 2004, the number of ATM-s 
increased from 74 to 222, while the number of debit and even credit cards 
increased from 7,260 to 34,090.  ATM-s utilize debit cards, but credit cards 
are in circulations as well.  Both, “Visa” and “MasterCard” are present in 
Albania, and most of the banks are members of one or the other.  However, 
the use of electronic cards is still limited due to the lack of acceptance of 
electronic payments from different services, due to the mentality which still 
favors the use of cash, and due to the greater necessity for higher income for 
a specific group of users8.   As a result, for some other time in the future, which 
might be shorter than many believe, cards will continue to be used more for 
withdrawing cash from ATM-s than for electronic payments (with debit/credit 
cards).  However, cards have played an important role in the consolidation of 
relationships between banks and clients, and they might serve as an incentive 
for future introductions of other sophisticated products.  

2.7 CONCENTRATION

In 2004, the banking system in Albania progressed in the diversification 
of financial sources, and as a result it has also advanced in the allocation 
of assets between the banks.  The Herfindahl indicator (table 3) for the main 
items of the financial sources, such as deposits and total assets, shows a 
decreasing tendency. The differences in the index values between the first 
quarter and the end of the year, which are 0.02 for the total assets and 0.03 
for the total deposits, have moved closer to the optimal value of 0.069. 

Compared to the index value in 2003 of 0.03, we notice a considerable 
improvement, which is even greater if we look back at the earlier years. In 
this context, H index value for the asset concentration of 2000 is calculated at 
0.44, or 0.17 points higher than the H index value of 2004.

Quarter I Quarter II Quarter III Quarter IV
H index (assets) 0.29 0.28 0.27 0.27
H index (deposits) 0.34 0.33 0.31 0.31

Periods December 
‘00

December 
‘01

December 
‘02

December 
‘03

December 
‘04

Asset concentration index 0.44 0.37 0.32 0.30 0.27

The improved concentration or competition is explained at least by two 
main factors. First, the greater number of banks in the system; second, the 
decreased weight of Raiffeisen from 50.5 percent to 48.9 percent (refer to 
Table 5) and the faster growth of other banks compared to Raiffeisen (in 
2004, RZB’s assets increased by 7.3 percent, while the average asset growth 
for the system was 14.1 percent).

Quarter I Quarter II Quarter III Quarter IV
50.5 50.2 48.7 48.9

Table 3 H index (Herfindahl) 
concentration for assets and 

deposits

Table 4  H index (Herfindahl) 
concentration for assets

Table 5 Percentage of Raiffeisen 
Bank’s total assets toward the 

system (in percentage) 
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Besides all these positive developments, the biggest banks of the system 
(Group 3 banks) continue to dominate in the banking system.  The weight 
of their total assets toward the system, despite the slight decrease to 83.1 
percent (from 83.95 percent in the beginning of 2004), demonstrates that the 
bigger banks have preserved their stability.   

Quarter I Quarter II Quarter III Quarter IV
83.9 83.7 83.4 83.1

2.8 ASSETS AND LIABILITIES

In 2004, total assets of the banking system 
amounted to 52.8 billion ALL.  The biggest 
increase has happened to “securities portfolio10” 
followed by “loans”.

While for the entire banking system, the item 
“treasury and interbank transactions” followed 
by “loans” continue to dominate; the latter has 
gained a better weight compared to the previous 
year. 

Indicator (in Billion ALL) Dec ‘99 Dec ‘00 Dec ‘01 Dec ‘02 Dec ‘03 Dec ‘04
Total assets 249.5 270.8 318.5 339.3 373.6 426.4
In % towards the GDP 49.2 50.2 53.5 51.6 50.211 51.9

Periods 31 Mar’04
31 Dec’03

30 Jun’04
31 Mar’04 

30 Sep’04
30 Jun’04

31 Dec’04
30 Sep’04

31 Dec’04
31 Dec’03

Total assets
(from the following): 4.6 0.2 5.8 2.9 14

Loans 4.8 6.3 7.5 15.2 38
Treasury Bills
(Albanian Government) 5.9 -0.9 0.8 -0.3 5.4

Interbank transactions 4.7 -5.0 44 -23 10.2
Other securities 4.4 2.1 -44 147 46.7

Periods: 31 Mar’04
31 Dec’03

30 Jun’04
31 Mar’04 

30 Sep’04
30 Jun’04

31 Dec’04
30 Sep’04

31 Dec’04
31 Dec’03

Total liabilities
(from the following): 4.6 0.2 5.8 2.9 14.1

Treasury and interbank 
transactions -5.1 2.3 -5.3 27.4 17.5

Deposits 4.7 0.02 6.4 2 13.6
Own Equity 2.3 3.6 9 1.6 17.5

Table 6 Weight of the larger 
banks’ assets toward the 
system (in percentage)

Table 7 Total assets (through 
years)

Table 8 Quarterly changes 
of total assets and other 
main items of the system (in 
percentage)

Asset structure of the banking
system (December ‘03) 

Asset structure of the banking
system (December '04)

78%

14%

6% 2%

74%

17%
7% 2%

Treasury and interbank transactions
Outstanding loans

Other securities
Fixed assets

Chart 6 Asset Structure

Table 9 Quarterly changes 
of total liabilities and other 
items in the system (in 
percentage)
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In 2004, the main funds of the banking system 
were achieved by deposits of 44 billion ALL, 
followed by their own resources of 4 billion ALL 
and international deposits of 2.9 billion ALL. 

3 RISKS IN BANKING OPERATION

3.1 CREDIT RISK

3.1.1 Lending Activity     

In 2004, the amount of outstanding loans 
for the entire system increased by 19.3 billion 
ALL, or about 38 percent, compared to the 
year 2003.  This was a result of the active 
lending activity of the bigger banks, excluding 
Raiffeisen Bank12, and also of the contribution 
of the medium and small banks.  The positive 
macroeconomic developments, the diversification 
of the loan products offered - the mortgage 
loans, consumption loans, etc– have caused 
a constructive loan portfolio growth and good 
interbanking relations. By the end of 2004, the 
ration of loan portfolios with the total assets was 
16.4 percent, compared to the 13.5 percent 
in 2003 (or 11.4 percent in 2002).  At the 
meantime, the fourth quarter of the year brought 
the biggest growth in the outstanding loans for 
2004 with 9.3 billion ALL, or 48 percent (by 
signaling positive developments for 2005). 

The fourth quarter experienced a growth 
of new loans compared to the third quarter; 
however this element shows a decrease of about 
3.6 billion ALL compared to the same period of 
the previous year. The reason of such limitation 
is the increased maturity of the loans passing 
from short-term loans toward medium and long-
term loans.

The weight of short-term loans to total 
outstanding loans decreased to 26.7 per cent 
compared to 40.3 per cent by the end of the 
year 2003, while medium-term loans and long-
term loans evidence an increase, respectively 
by 5.7 and 6.1 per cent to the total amount 
of outstanding loans of the banking system13. 
These structural changes of the loan portfolio 

Liabilities structure of the banking
system (December '03)

Liabilities structure of the banking
system (December '04)

4%

89%

1%
6%

5%

88%

1%
6%

Treasury and Interbank transactions
Outstanding deposits.

Other liabilities.
Own equity

Chart 7 Liabilities Structure 
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testify an upward trend of the banking system 
in financing and supporting the projects for 
capital investments more than the needs for 
working capital of various businesses, thus better 
contributing to the economy growth.   

3.1.2 Loan quality

The indicator “non-performing loans/total 
outstanding loans (gross)”, which evaluates the 
effectiveness in managing the loan portfolio, is 
estimated to be about 4.2 per cent compared 
to 4.6 per cent by the end of 2003 year. This 
decrease is mainly explained by the upward trend 
of the loan portfolio (about 39 per cent) against 
the downward trend of non-performing loans (25 
per cent).  

Credit rating (in % to 
outstanding loans) QI’03 QII’03 QIII’03 QIV’03 Q I’04 QII’04 QII’04 QIV’04

Standard loans 90.3 91.8 91.6 92.3 91.8 91.5 91.6 92.8
Special mention loans 3.6 3.0 3.2 3.1 3.6 4.5 3.8 3.2
Sub-standard loans 2.5 2.3 2.4 1.9 0.6 0.5 0.8 1.0
Doubtful loans 0.2 0.2 0.3 0.5 1.4 0.9 1.4 1.0
Loss loans 3.4 2.6 2.5 2.1 2.6 2.6 2.4 2.1

Despite the smoothing monetary policy followed by the Bank of Albania 
not only during 2004, but even before, again the foreign currency loans 
dominate over the domestic currency loans, though the latter one evidences a 
slight growth of its weight to total outstanding loans (19.5 per cent compared 
to 17.9 per cent by the end of 200314). Foreign currency loans are more 
attractive than domestic currency loans for several reasons, such as lower 
interest rates for USD currency and euro currency and an appreciation of the 
domestic currency exchange rate toward foreign currency exchange rate. 

Anyhow, foreign currency loans carry indirect credit risk, which is when the 
revenues of the borrowers are perceived in domestic currency and depreciation 
in the domestic exchange rate is experienced. In the case of Albanian banking 
system, the foreign currency loan portfolio occupies about 48 per cent of 
the total outstanding loan and about 63 per cent of the foreign currency 
outstanding loan portfolio, reflecting a potential risky factor for certain banks 
and for the entire banking system.

Although the banking system is exposed to indirect credit risk, meaning that 
significant fluctuations in exchange rate may cause losses in loan portfolio, 
hypothetic scenarios, which take under consideration a depreciation of the 
Albanian currency by 20 p.p., have the effect of decreasing the capital 
adequacy ratio of the banking system by only 3 percentage points15. 

0.0

10.0

20.0

30.0

40.0

50.0

60.0

Chart 10 Weight of the peer groups in total
outstanding loans of the system (in percentage)

June '04 13.6 31.5 54.9

September '04 13.7 32.2 54.1

December'04 14.7 29.4 55.9

G1 G2 G3

Table 10 Credit rating
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The ratio “non performing loans/outstanding loans (net)”, which potentially 
measures the banking system exposure to credit risk, evidences a decrease 
in 1.4 per cent compared to 1.8 per cent of the same period of the previous 
year. This low level evidences an improvement of the lending activity quality 
and a limited exposure of the banking system to credit risk as well.  

3.2 LIQUIDITY RISK

During 2004 liquidity ratios evidenced a satisfactory liquidity performance. 
The facilities provided by the Bank of Albania created the possibility for a 
better managing of the banking system needs for liquidity.   

In the liquidity analyses we will consider the following indicators: liquidity 
ratio and maturity gap16.

3.2.1 Liquidity Ratios 

By the end of the analyzing period, the liquid 
assets indicator17 to total banking system assets 
maintains a good performance (above 27 %).  
In the banking system we may evidence some 
banks having higher values of this indicator, 
which is explained by the discreet levels of the 
lending activity of these banks.

The short-term assets to short-term liabilities 
indicator for the banking system is evaluated to 
be about 97 per cent for 2004, or 10 percentage 
points lower, compared to the end of 2003 18. 
The decrease of this indicator is mainly due to 
the increase of short-term liabilities by about 13 
per cent (or 18.8 billion of ALL), compared to 
short-term assets, which evidence an increase 
of only 2.3 per cent (or 3.4 billion ALL). The 
indicator, although evidences an increase, 
maintains a good performance according to the 
system (almost 100 per cent), testifying a good 
managing of the liquidity. In the banking system 
there are a small number of banks evidencing 
low values of this indicator, but the satisfactory 
level of liquid assets to total assets limits the 
liquidity risk19. 

3.2.2 Maturity Gap until 1 month

Maturity gap until one month is given by the 
difference between assets and liabilities with a 
residual maturity of up to one month. By the end 
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of the year 2004, some banks performing a negative value of this indicator 
over 15 per cent20 of the total of assets were evidenced (see table 14). 

Also the information over liquidity values given by the Bank of Albania for 
2004 testified a good performance of the system liquidity. The daily average 
level of liquidity during this period of time was stable, about 5.1 billion of ALL, 
and among the main instruments used to withdraw liquidity we may mention 
repos of a maturity of one week or one month. Also, the overnight credit was 
significantly used, especially during the second half of the year, while the 
overnight deposits were regularly used during the entire year. The interbank 
market experienced a growth in the amount of overnight transactions.    

3.3 MARKET RISK

3.3.1 Foreign exchange rate risk

The foreign exchange rate risk is one of the market risk types toward which 
the banks in the Albanian banking system are exposed. This is due to the fact 
that a huge amount of the banking transactions are conducted in foreign 
currency. However, the presence of items denominated in foreign currency 
on both sides of the balance-sheet of the banking system, and the regulative 
limitations in such direction, offer the banks the opportunity to limit their 
exposure to foreign exchange rate risk and to manage it.  

Net open positions for both main foreign currencies of the banking activity, 
usd and euro, as well as for other currencies in general (see Table 11), evidence 
a limited exposure of the entire banking system to foreign exchange rate risk. 
This positions to the regulatory capital of the banking system, expressed in 
percentage, result within the regulatory limits, which are no more than 20 
per cent of the regulatory capital for a single currency and no more than 
30 per cent of the regulatory capital for all other currencies.   However, 
during 2004, exceeding of regulatory limits was evidenced for some banks, 
for a single currency or for all other currencies, potentially increasing their 
exposure in case of unfavorable movements of foreign exchange rate to 
domestic exchange rate.     

Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec
Usd 4.78 3.96 4.54 5.56 6.35 4.56 5.50 6.29 9.40 4.52 3.91 4.95
Euro 2.19 3.21 0.25 2.10 0.45 3.99 16.71 9.26 4.89 2.88 3.59 1.67
All other 
currencies 7.96 8.07 5.13 3.92 7.21 9.64 23.20 16.54 15.00 8.43 8.36 7.33

Also, the testing of net open positions to shocks of USD/All and Euro/
All exchange rates, respectively by 50 percentage points and 40 percentage 
points on both sides, during the whole 2004, has shown that the influence of 
a potential loss in the banking system capital in general and in the capital of 
each bank in particular, was limited.   

Table 11 Net open positions 
of the banking system 
to regulatory capital (in 
percentage)



Banking Supervision Annual Report2004-2005

24 Bank of Albania

3.3.2 Interest rate risk

At the end of 2004, the interest rate risk was at low levels and it didn’t have 
important impact on the banks’ equity. This risk was assessed by stress-testing 
method. The first test takes into consideration the impact of the current interest 
rate changes21 on the regulatory capital. The domestic currency’s interest rate 
moves by 5 basis points, up and down the current interest rate. According to 
this test, this shift reduces the regulatory capital by Lek 952 million or 1 per 
cent.   

The second test considers the changes in USD interest rates and its effects 
on the regulatory capital. The interest rate of the end period is taken into 
consideration and the impact of its increase by 3 basis points on the regulatory 
capital is calculated, via differences of the current gap values for different 
maturity baskets and the new interest rate of 5.6 per cent. The test results 
show a decrease in the capital adequacy ratio of the banking system by only 
3 basis points and a decrease of the regulatory capital of the system by Lek 
288 billion after applying the shock.  

The third test measures the effects of a 2 basis points change of the Euro 
interest rate on the regulatory capital, via differences of the current gap values 
for different maturity baskets according to the end period interest rates and 
the new interest rate of 6 per cent. The results show little impact on the capital 
adequacy ratio of banking system, only 0.2 basis points.

4 CAPITAL ADEQUACY

Developments of the banking system activity and the increase of the loan 
portfolio weight have affected also the system’s capital adequacy level. As a 
result, the capital adequacy ratio decreased at 21.6 per cent at the end of 
2004, compared to 29 per cent it was at the end of 2003.  These relatively 
high levels attribute more to the low level of risk weighted assets than to a high 
level of financial leverage. The more active inclusion of banks in the lending 
activity will continue to affect further decrease of capital adequacy ratio.

 
During the year, the risk-classified assets rose by nearly Lek 33 billion or 

by 52 per cent, while the regulatory capital rose by nearly Lek 3 billion or 15 
per cent. The fourth quarter of the year consolidated the downward trend of 
the capital adequacy ratio, mainly resulting from the increase of the banks’ 
investments on more profitable (and more risky) activities.   

Indicator  (in Lek million) December 2002 December 2003 December 2004
Risk free assets 211 775.3 254 548.6 271 216.7
Low risk assets    69 246.9   67 655.5    71 384.0
Moderate risk assets       9 694.1     8 031.1      8 892.7
High risk assets     34 567.7    40 339.1     70 805.8
Risk-classified assets and off-balance 
sheet items 22     55 422.9   62 237.6     94 800.7

Table 12 Risk-classified 
assets trend for the banking 

system through years
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Capital adequacy analysis for the peer groups 
distinguishes the notable fall of capital adequacy 
ratio for G1, compared to the end of 2003 
(even though this group continues to have the 
highest level of this indicator).  The two other 
peer groups show notable falls of the indicator 
and a lower level of it23. This important fall of the 
indicator for G1 is explained by the considerable 
increase of lending mainly by two banks of the 
peer group. As for medium-size banks (G2) and 
large banks (G3), they are the most active banks 
in lending activity (distinguishable also in the 
banking system), which continue to contribute to 
an effective level of the capital adequacy ratio   

During 2004, the Shareholders’ Equity of the 
system increased by Lek 4 billion compared to the 
end of 2003, getting at Lek 26 billion. The general indicator of the system24 
is mainly affected by the large banks group (G3), by nearly Lek 2 billion and 
the small banks group (G1) by nearly Lek 1.2 billion, while the medium-size 
banks contribution (G2) gets at Lek 0.8 billion. 

The shareholders’ equity structure and the performance of its items contribute 
to rise of capital levels.   

December 2002 December 2003 December 2004
Indicator In lek million in % In lek million in % In lek million in %
Shareholders’ Equity 21 592.2 100.0 21 984.9 100.0 25 949.5 100.0
 Paid-in capital25 14 516.6 65.6 18 512.3 69.3 23 593.5 71.5
 Share premiums 1.8 0.0
 Reserves 4 199.6 19.4 4 517.5 20.5 2 436.826 9.4
 Revaluation differences         -354.6 -3 285.8 -5 033.8
 Retained earnings (losses)  536.7 2.5 -180.9 -155.0
 Current year profit / loss 2 693.9 12.5 2 422.0 11.0 5 106.1 19.7

The key element of the shareholders’ equity – Paid in capital – continues 
to have the main position (nearly 72 per cent) contributing with an absolute 
value of Lek 5 billion or nearly Lek 1 billion more than its contribution of 
2003. During the year27, a new bank was added to the system and some 
other banks increased the levels of paid-in capital, affecting positively the 
increase of the indicator’s level for the entire system.  Also, the considerable 
levels of earning affect the capital positively, even though their positive effect 
fades due to the negative effect of negative revaluation differences resulting 
mainly from the depreciation of the USD versus Lek.  In the last quarter of the 
year, the item Share Premiums was displayed at moderate levels for the first 
time. It was a contribution of the share trading conducted by one of the banks 
operating in the system.28 

During 2004 the continuous increase of riskier investments made by the 
banks was consolidated and this increase associated the capital adequacy 

Table 13 Shareholders’ 
equity structure
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ratio decrease.  The level of capital adequacy ratio the banks displayed was 
over the minimum required (12 per cent). The prospects for an increase of the 
required minimum capital to Lek 1 billion in the mid-term 2005-2008, will 
make the banks more capitalized and able to face the risks undertaken during 
the activities they conduct. 

5 BANKING SYSTEM FINANCIAL RESULT 

At the end of 2004 the banking system financial result was positive at about 
5,106 million or lek 650 million higher than that of 2003. This result depends 
not only on the increase of the assets volume and of the overall banking 
system activity, but also on the profitability increase, despite the overhead 
expense increase.29

The Return on Average Assets was at 1.28 per cent. This indicator is somewhat 
higher than that of 2003, which shows the increase of the overall banking 
system effectiveness during 2004. As a result, RoA continues to be a good 
indicator and within the limits set by the international standards. Although the 
level of RoA was stable at the end of the year, this indicator has been somewhat 
fluctuant during 2004, reflecting the general dynamics of the banking system, 
its expansion and the new opportunities for maximizing the earnings. 

According to the peer groups, the highest level of RoA is evidenced for the 
G1 at about 1.93 per cent, followed by the G3 at 1.27 per cent and by the 
G2 at 0.96 per cent. Although the third group is ranked second under the 
influence of temporary factors, it is the group that displays the largest stability 
of the indicator over time. 

The Net Interest Margin (NIM)30 decreased notably at the end of 2004 
(compared to the end of 2003), from 3.23 per cent to 3.08 per cent reflecting 
mainly the Bank of Albania’s easing monetary policy during 200431 (the 
deposits in Lek form about 70 per cent of the total deposits and most of the 
banking system balance sheet is dominated by the Lek). This decrease would 
have been higher if the base rate for the Usd had not increased steadily during 
this year; meanwhile the base rate for the Euro has been stable.  In normal 
conditions, NIM indicator should not have changed notably, as happened 
in this case, decreasing by 15 basis points. However, the banks in general 
have showed that the movements in the base rates of different currencies 
are reflected more at the liabilities side when the rates go down and at the 
assets side when the rates go up. This phenomenon becomes more evident 
for long-term periods (in this case one-year period), because there is a higher 
possibility of reprising the asset and liability items. This conclusion is also 
counted on the fact that the banking system continues to display stability in its 
capability for investing in interest bearing assets and collecting funds to which 
interests are paid. 

The NIM movements are not in concordance with the RoA movements, 
representing a non-normal trend. The behavior of these indicators during 
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2004 is affected by the results of unstable activities, which are part of the RoA 
calculations. 

D REGULATIONS 

During 2004 the banking supervision regulatory framework was completed 
and improved with additional elements. The improvements made are briefly 
mentioned below:  

1. Regulation “On Money Laundering Prevention”.
We are referred to the current Law “On Money Laundering Prevention”, 
to 40 recommendations of Financial Action Task Force (FATF) on money 
laundering prevention and to 8 recommendations on the fight against 
terrorism. The purpose of this regulation is the prevention of using the 
banks as a money laundering and a terrorism financing tool, and also the 
prevention of committing criminal actions in economical and financial 
fields. On the other hand, it is taken into account that money laundering 
and terrorism financing damage the bank’s reputation in particular 
and the banking system reputation in general. For preventing these 
consequences, it is important that the banks implement continuously 
the highest standards for stopping and finding the cases when money 
laundering or terrorism financing occurs. 

 
This regulation defines all the procedures that banks (and other licensed 

institutions) must follow for clients’ identification, procedures for data 
recording, documentation holding period, the way of reporting to the General 
Directorate of Money Laundering Prevention and also to the Bank of Albania, 
the appropriate structures that must be involved in this process and their 
responsibilities. 

In this regulation, the Bank of Albania supervision also plays a special role 
for the Money Laundering Prevention. 

2. Change in the Guideline “On Bank’s Regulatory Capital“. The changes 
in this guideline are: 

- The harmonization of the regulatory capital calculation for the credit risk 
coverage (at the capital adequacy ratio) and the global regulatory capital 
for market risk coverage. The methodology of base capital calculation is 
the same (base capital plus additional capital), but the global regulatory 
capital for market risk coverage includes even the capital surplus (Tier 
III).  Tier III capital is computed based on residual part of Tier I and Tier 
II capital. These computations led to an improvement of global capital. 

- Defining more clearly the types of reserves that are found in banks’ 
capital. 

  
3. Change in the Regulation “On Capital Adequacy”. The changes in this 

regulation are: 
-  The segregation for asset weighting effects from the counterparts of A 
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and B zones to the counterparts of the member and non-member states 
of the OECD.

-  Weighting the mortgage loans by 50 per cent just in cases of a residential 
real estate that is used for inhabitance or renting purposes.  

4. Approval of the Regulation “On Credit Risk Management” 

The purpose of this regulation is credit risk management, so that the bank 
minimizes the potential credit losses or other similar assets which are sensitive 
to interest rate movements. This regulation defines the criteria, categories and 
methods of loan or other assets classification, computing an appropriate level 
of loan loss provisions. This regulation provides more clearly the priority of 
criteria evaluation for defining the portfolio quality, the periodic assessment 
of total assets and given commitments quality. 

 
During this year it is worked for improving the current Law “On Banks in the 

Republic of Albania”.
 
These improvements are dictated from the need of European directive 

adoption in this field and the Basel principles for an effective supervision. 
Compared to the existing Law, the new project aims to be more complete, 
more precise related to some of its elements, introducing some new concepts 
consistent to the European directive 83/349 and other important directives. 
Changes are provided about the way of licensing the activities according to 
capital level, about the consolidated supervision, etc. Many provisions on 
risk management, which so far were covered by the regulations, are currently 
considered to be included in the Law. The project, for which assistance of the 
international financial institutions has been taken, will be discussed largely 
with the banking industry and other important institutions. 

E ON-SITE EXAMINATIONS 

The Bank of Albania, implementing its legal responsibilities as the supervisory 
authority of banks and non-bank financial institutions, of savings-credit 
associations and foreign exchange bureaus that commit financial activities 
(licensed also during 2004), through onsite and offsite examinations, has 
tried to provide a safe banking activity by ensuring the banking system stability 
and consolidating the public confidence in it. 

 
During 2004, the supervisory process was improved mainly by the 

approval of the Bank of Albania’s Supervisory Council Decision No.30, dated 
28.04.2004, which is related to the “Supervisory Operating Policy”. This 
document heads the supervisory process towards risk for all the institutions 
that are licensed by the Bank of Albania. According to this document, a 
supervisory plan for 2004 was set up, based on some events that minimally 
must happen during a supervisory cycle for transforming the supervisory 
function to a continuous and proactive process. According to this policy, the 
supervisory cycle for banks that display fewer problems is extended from 12 
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to 18 months. For new banks and those that display more problems this cycle 
is shortened to 6 months. 

During 2004, along with on-site examinations, a special attention is 
showed to communication with representative structures of the banks. This 
communication line is appreciated more and more by the banks’ managing 
structures. For this reason, recently, the number of meetings requested by the 
banks has increased. After the approval of the Supervisory Operating Policy 
document, the conclusions of every examination report are accompanied by 
the request that the general directors of the banks must forecast and give 
help for organizing periodic meetings between the members of their Board 
of Directors and the Bank of Albania. This is necessary especially in cases 
when the meetings of the Boards of Directors of foreign owned banks are 
held abroad. During 2004, some meetings were organized with the two 
main external audit companies that operate in Albania (Deloitte & Touche 
and KPMG) for discussing issues resulting from their audits and from the 
examinations of the Bank of Albania Supervision Department. 

The supervisory process is associated by the supervisory strategy for every 
bank, a document that briefly presents the bank’s activity and the way it will 
be supervised in the future. 

The changes in the supervisory process have been part of a development 
plan, which is designed in cooperation with the World Bank. 

During 2004, 30 examinations (full-scope or partial) were conducted in 
banks, 7 full-scope examinations in non-bank financial institutions, 1 full-
scope examination in a savings-credit association and its union, and also 
42 examinations in the foreign exchange bureaus. The main scope of these 
examinations was to certify that the banks conduct a safe and sound activity. 
The recommendations left by the supervisors are based on this scope. Recently, 
the level of bank’s activity analysis and its managing capability increased, and 
a special attention is dedicated to the bank’s capability for adapting to new 
market conditions and to activity expansion for achieving a normal return. 

The IT examinations are added to the examination spectrum, enabling the 
quantitative and qualitative evaluation of the information generated by the 
system for the bank’s management and the reduction of operational risks. 
During 2004, more effective risk oriented supervision was required. This was 
done by identifying, assessing and taking corrective measures for adjustment, 
according to the recommendations left in the examination reports. 

The problems noticed during the on-site examinations can be divided as 
follows: 

1. Problems concerning high management (board of directors, audit 
committee, executive management). The recommendations left by 
examiners have aimed to raise the responsibilities of these bodies, 
emphasizing the crucial problems that affect the safe and sound banking 
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activity. The emphasizing of these recommendations is aimed at ensuring 
their responsible follow-up by the high management. As for the audit 
committees, there is required a closer cooperation with the internal 
audit structures, increased responsibilities for the problems put forward, 
increased independence and reporting, performance of verifications 
in the banks, etc. One of the recommendations frequently met is the 
fulfillment of the high management documentation. The Bank of Albania 
must approve the high management. Usually, this documentation is sent 
after the moment that these managers have begun their work. The high 
management has positively reacted towards the recommendations left by 
the examiners. 

2. Problems concerning internal regulatory framework of banks. As the 
banking activity is expanding and the complexity of banking services 
is increasing, it becomes necessary to enrich and improve the internal 
regulatory framework. This problem is more evident for new banks, 
therefore special attention is paid to them through more frequent 
examinations, so as to assess the fulfillment of their internal policies and 
procedures and their quality.

Banks in general have reacted positively towards this, but it is necessary for 
the board of directors to monitor more closely the concordance with the internal 
policies and regulations.  In this context, the increase of responsibility and 
qualitative work of the internal audit and audit committee is recommended. 

3. Problems concerning implementation of regulations. Although the banks 
have made efforts for a good implementation of the regulatory framework 
of the Bank of Albania, in some cases there have been violations of 
the requirements of regulations. Regulations that are more frequently 
violated are:

a Regulation “On foreign currency open positions”;
b  Regulation “On minimum initial capital”. The violation of this regulation 

is more evident in banks possessing the first tier license whose base 
capital has fallen under the minimum required capital as a result of 
foreign exchange rates fluctuations (for banks whose capital is in foreign 
currency, mainly in USD). Another factor that influences is the level 
of losses, which is more evident in new banks, but also in banks that 
continue to accumulate losses even though they are operating for many 
years in the banking system. In these cases, a capital injection is required 
and the shareholders have reacted positively.  

c Regulation “On Credit Risk Management”. The addition of loan provisions 
has been one of the most discussed issues between examiners and bank 
managers. 

d  Regulation “On Controlling Significant Risks”. The excess of concentration 
limits for a single beneficiary is mainly noticed for the placements 
(especially for the branches of foreign banks) and some borrowers. 

e Regulation “On Foreign Exchange Activity”. Remarks on the implementation 
of this regulation are related to the documentation of commercial 
transfers. Many banks are recommended to train the personnel in the 
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formats and validity elements of the supporting documents accepted for 
commercial transfers.

4. Problems concerning information and technology system. Last year the 
examination of the information and technology system was conducted for 
the first time. Problems, which were not evidenced before, came out of this 
examination. In the examination reports the banks’ reaction towards the 
given recommendations was evaluated. Most of these problems continue 
to exist. Because of the high costs that accompany necessary changes in 
these systems, the banks resist such changes or changes are made very 
slowly. The evidenced problems are related to the automatic generation 
of the information needed, the modules used for different fields of activity, 
the separation of rights for the data downloading and authorization of 
operations. The bank examiners in charge have paid special attention to 
this element during the establishment of the supervisory strategies. 

5. Problems concerning accounting. Problems concerning accounting refer 
to the implementation of the Banking Accounting Manual requirements 
and frequently to different interpretations made by the banks, taking 
into consideration the tendency for international accounting standards 
implementation. These problems relate to the methods that the banks 
use for accounting the profit/loss and fixed assets.

During the examinations other issues are also noticed, relating to the 
perfection of measures for money laundering prevention, the achievement of 
the objectives set in the annual budget, the personnel training etc. 

1 IMPLEMENTATION OF SUPERVISION DEVELOPMENT PLAN 

Since the beginning of 2001, the Supervision Department has been committed 
to implement a development plan, which is designed in cooperation with the 
World Bank. The main objective of this development plan is the standardization 
of the supervisory process and its procedures, the transformation of the 
supervision into a continuous and proactive process and its orientation towards 
risk identification, implementation of corrective actions and verification of their 
implementation. The compliance with the requirements of this development 
plan was a prerequisite for the second tranche of the FSAC (Financial Sector 
Adjustment Credit loan disbursement, extended by the World Bank.     

Since the beginning of the plan implementation, the Supervision Department 
has been engaged in the implementation of its requirements. In order to 
attend and assess the plan performance, the Supervision Department and the 
World Bank have constantly cooperated and have held direct discussions in 
the framework of the authorized missions of the World Bank. The orientation 
of these discussions and the determination of further platforms have been 
relied on the basic matrix of the work plan, aiming at further qualitative 
improvement of practices, processes, methods and papers that derive from 
the requirements of the plan. 
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The World Bank’s missions have noticed continuous improvement related 
to the meeting of the development plan requirements. This progress has been 
emphasized by the missions of October 2003, June 2004 and October 2004. 
As a result, the last mission of the World Bank emphasized in its conclusive 
Aide-Memoire that this point of the FSAC requirements can be considered as 
completely fulfilled.

The elements of the plan and their implementation are provided below: 

The Supervision Mission Declaration was designed and approved at 2004 
and according to the Development Supervision Plan it must be revised and 
approved annually by the Bank of Albania’s Supervisory Council. As for 2005, 
this declaration was reconceived and approved by the Supervisory Council in 
January 2005. 

Regarding the external audit process, the regulation “On Certified 
Accounting Experts of Banks” was approved. Some alterations were also made 
to it, in accordance with the recommendations provided by the World Bank. 
Meetings with the certified accounting experts of banks were held, and this will 
be a continuous process. The recommendation concerning the relationship 
between the audit committee and the certified accounting expert will be 
included in the suggested changes of the Law “On Banks in the Republic of 
Albania”. This element was considered by the World Bank Mission as fulfilled 
and partially fulfilled as concerns to the recommendation that relates to the 
change of law.

The World Bank’s mission considers the task related to the precise definition 
of responsibilities and duties of the banking supervision activity as fulfilled. It is 
expressed in “The matrix on decision making level of the banking supervision”, 
where the decision making competences are specified according to hierarchy. 
Its purpose was to define precisely the competencies for decisions making.  

The process of quality assessment for a supervisory cycle in some banks 
is considered as fulfilled. Through this process the supervision department 
verifies the efficiency and uniformity of the supervisory function. In June 2004, 
this process was conducted for the second time and the World Bank’s mission 
assessed the changes made in the procedures of this program, and was 
interested in its results. The supervision department, after discussing the reports 
and results derived from this process, prepared a report for the Supervisory 
Council, where the measures to be taken in the future were specified. 

The duties on banking supervision functioning are specified in the 
Supervisory Operating Policy (as well as in other regulations and manuals), 
a summarized document approved by the Supervisory Council in May 2004. 
This element was partially fulfilled because its effective implementation in 
practice is required. 

The Supervisory Operating Policy defines the supervision as a continuous 
process and orientates it towards risk identification and assessment by the 
bank. This document:
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• Defines the supervisory cycle and the minimal events that must happen;
• Requires a greater and adjusted cooperation inside the Supervision 

Department;
• Aims to build an essential and stable communication between the 

Supervision Department and the banking industry;
• Requires cooperation between the banking supervision and other 

supervisory authorities. 

The Corrective Measures Manual is also mentioned as part of this policy. 
This manual was compiled in cooperation with foreign assistance and its 
essential part is planned to be reflected in the amendments to the law. 

As for the cooperation with other institutions, a more regular communication 
is set between the supervision department and the banking industry. The 
periodic meetings held with all the banks or some of them will continue 
and will be implemented as part of the supervisory process according to the 
Supervisory Operating Policy requirements. At the same time, a lot of efforts 
are made for signing Cooperation Agreements on supervision between the 
Bank of Albania and other supervisory authorities32 operating in the financial 
market. 

At the beginning of this year the internal database for the banking 
supervision was built, including the registers of licensed entities, the periodic 
analyses of specific entities and of the whole banking system. It also includes 
the examination reports on the banks and non-bank entities, foreign exchange 
bureaus, savings-credit associations and their unions.  This element was 
considered as fulfilled by the World Bank and it must be updated with new 
information. 

The budget and financial resources must rely even on future needs, through 
detailed development of the supervision strategies, assessment of the personnel 
needs, etc. The drafting of the Supervisory Operating Policy will also assist in 
this direction. 

F DEVELOPMENTS OVER FIRST SEMESTER OF 2005 

1 FINANCIAL SYSTEM ASSESSMENT PROGRAM - FSAP

1.1 A BRIEF HISTORY

The International Monetary Fund (IMF) and the World Bank (WB) started 
the FSAP program in May 1999 as a voluntary program which aims at the 
consolidation of the financial system monitoring for the member states. The 
FSAP Program, which was established during the crises of ’90s, aims to support 
the countries to improve their resistance to the crises and negative effects 
deriving from the region’s problems and to support the economic growth by 
increasing the financial system stability.  
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The financial system assessment conducted by the FSAP identifies the 
strengths and risks of the financial system and the mutual relation between the 
financial system performance and macroeconomic events. It aims to detect 
the financial system needs and help the authorities for preparing proper 
responses to these needs. 

The FSAP has already become the main platform of researches on the financial 
system, allowing a deeper, wider and more regular information base. The 
program provides information on standards and codes, on their assessment and 
it has assisted in the preparation of methodologies used for these assessments.

At the end of the program, the FSAP group prepares a report for local 
authorities, presenting the analyses and findings. The IMF and the WB staff 
prepares separately, based on this joint analytical platform, a summary report 
to their executive boards – respectively a financial system stability assessment 
(FSSA) and a financial system assessment (FSA) – focused on the problems 
found during the FSAP process and important for the responsibilities of each 
institution. 

A summary on standards assessment is included in the FSSA, and also 
an extra paper is published entitled “Reports on Standards and Codes 
Assessment” (ROSCs).

1.2 FSAP PROGRAM FOR THE SUPERVISION DEPARTMENT AT THE 
BANK OF ALBANIA 

The FSAP Program in Albania was carried out in two phases. In the first 
phase, in February 2005, the whole FSAP group participated and most of 
assessments were conducted. After that, some of the group members came 
back in March, for assessing the principles on the payment system. The final 
report by the FSAP group was brought in August. 

Concerning the Banking Supervision, the FSAP program consisted in:

• Assessing the Basel Principles for an effective supervision;
• Stress testing analysis of the financial system33.

Some of the main findings of the Basel principles assessment for an effective 
supervision are mentioned in the following: 

1.3 IMPLEMENTATION LEVEL OF THE BASEL PRINCIPLES 

The main target of the Basel Committee on banking supervision is: “All the 
banking units are sufficiently supervised”. 

Weaknesses in the financial system of a country, whether developing or 
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developed, may threaten the financial stability both within that country and 
internationally. The need for improving and consolidating the financial system 
became necessary as a result of growing international financial problems. 
On this basis, the Basel Committee prepared a document entitled “The core 
principles for effective banking supervision”.

To draft this document, the Basel Committee closely cooperated with non- 
G10 countries. The 25 principles of the Basel Committee need to be in place 
for a supervisory system to be effective. The principles relate to:

• Preconditions for effective supervision;
• Licensing and structure;
• Prudential regulations and requirements;
• Methods of ongoing banking supervision;
• Information requirements;
• Formal powers of supervisors;
• Cross-border banking supervision.

These principles are some minimum requirements that are implemented 
according to the conditions of each country despite its level of development. 
In drawing up these core principles for effective banking supervision the 
following precepts are fundamental: 

• The key objective of supervision is to maintain the stability and the 
confidence in the financial system, thereby reducing the risk of loss to 
depositors and creditors.

• Supervisors should encourage market discipline.

• Supervisors must have operational independence, the means and powers 
to gather information and also should have the authority to enforce their 
decisions. 

• Supervisors must understand the nature of the business undertaken 
by banks and ensure that the risk undertaken by the banks is being 
adequately managed. 

• The risk profile of individual banks should be assessed and supervisory 
resources allocated accordingly.

• Supervisors must ensure that banks have appropriate resources to 
undertake risks, including adequate capital, sound management and 
effective control systems. 

• There is a close cooperation with supervisory authorities of other countries. 

The Bank of Albania, as a supervisory authority, based on the effective 
legislation, has set a full range of obligatory rules for the commercial banks, 
aiming the limitation of the risk undertaken by them. In drafting the regulatory 
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framework, the Supervision Department has relied on the international 
experience and on 25 core principles of the Basel Committee for an effective 
supervision.  

Box 1: Core principles for effective banking supervision

The 25 Core Principles of Basel Committee must exist in order that a supervisory 
system is effective. They are related to:

Objectives, independence, strengths and resources 
6 parts compound the Core Principle (CP) 1:

CP 1.1 Definition of responsibilities and targets of a supervising authority;
CP 1.2 Skills, resources and independence of the supervising authority;
CP 1.3 Regulatory framework;
CP 1.4 Compulsory powers;
CP 1.5 Legal protection for the supervisors;
CP 1.6 Information exchange.

Licensing and Structure
CP 2 concerns the permissible banking activities;
CP 3 concerns the licensing criteria and process;
CP 4 requires the supervisors to analyze and have the authority to reject all the 
significant ownership transfers;
CP 5 requires the supervisors to review the major acquisitions and investments made 
by the banks.
Regulation  
CP 6 concerns the capital adequacy requirements. For internationally active banks, 
these requirements must not be less than those established in the Basel Capital 
Accord;
CP 7 concerns the granting and management of loans and also investments;
CP 8 sets the requirements for the assessment of assets quality and also the adequacy 
of loan loss provisions and loan loss reserves;
CP 9 sets rules for the identification and limitation of risk concentration of a single 
borrower, or groups of related borrowers;
CP 10 sets rules for lending to related persons;
CP 11 requires the banks to have policies for identifying, monitoring and controlling 
country risk and transfer risk;
CP 12 requires the banks to have in place systems that accurately measure, monitor 
and control market risks;
CP 13 requires the banks to have in place systems that accurately measure, monitor 
and control all other material risks;
CP 14 requires the banks to have in place internal control systems that are adequate 
for the nature of their business;
CP15 sets the rules for money laundering prevention.
Methods of Ongoing Banking Supervision 
CP 16 sets the general requirements for the on-site and off-site supervision;
CP requires the supervisors to have regular contacts with bank management and to 
thorough understand the institution’s operations;
CP 18 sets the requirements for the off-site supervision;
CP 19 requires the supervisors to go to on-site examinations or to use the external 
auditors for supervisory information validation;
CP 20 requires the supervision on a consolidated basis.
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Matrix 1 Assessment of the FSAP mission for the implementation of the 
Core Principles by the Bank of Albania’s Supervision Department 

Fulfilled Widely 
fulfilled

Generally
not fulfilled

Not
fulfilled

Not 
applicable

1. General framework of the supervisory authority 
1.1 Objectives •
1.2 Independence •
1.3 Legal Framework •
1.4 Compulsory power •
1.5 Legal protection •
1.6 Information exchange •
2. Permissible activities •
3. Licensing criteria •
4. Ownership •
5. Investment criteria •
6. Capital adequacy •
7. Lending policies •
8. Credit rating •
9. Significant risks •
10. Loans to related persons •
11. Country risk •
12. Market risk •
13. Other risks •
14. Internal controls •
15. Money laundering •
16. Onsite and offsite supervision •
17. Bank management •
18. Offsite supervision •
19. Information validation •
20. Consolidated supervision •
21. Accounting •
22. Regulatory measures •
23. Global consolidation •
24. Supervision of host country •
25. Supervision of foreign banks’ branches •

So, according to the FSAP assessment, the supervisory process in Albania 
fulfills completely 10 principles34, widely fulfills 15 principles, does not fulfill 
generally 4 principles and does not fulfill 1 principle.

Information Requirements 
CP 21 requires the banks to maintain adequate records that reflect their true and 
fair financial condition and to publish on a regular basis the audited financial 
statements. 
Corrective Measures 
CP 22 requires the supervisors to have at their disposal adequate supervisory measures 
and to bring corrective actions when banks fail to meet prudential requirements.  
International Banking 
CP 23 requires the supervisors to practise global consolidated supervision over their 
internationally active banks. 
CP 24 requires the supervisors to establish contacts and information exchange with the 
various other supervisors involved, primarily host country supervisory authorities.; 
CP 25 requires that the local operations of foreign banks to be conducted to the same 
high standards as are required of domestic banks and the supervisors must have the 
power to share information by the home country supervisors. 
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The main findings of the Core Basel Principles implementation assessment 
have been arranged in 7 categories:35 

• Objectives, independence, powers and resources (Core Principle 1)
The Bank of Albania has clear supervisory objectives and responsibilities 

and operates within a full legal and regulatory framework. Despite this fact, 
the law on banks must be revised and this process has begun. The Bank of 
Albania has adequate resources and operates in an environment where it 
is responsible for its duties, but at the same time it possesses operational 
independence. The supervisors’ legal protection must be revised in order to 
expand the protection over the entire supervisory personnel, and not just on 
the administrative level which is protected by the current law. The agreements 
on information exchange already exist, but some improvements need to be 
made. The provisions for treatment of confidential information are suitable.

• Licensing and Structure (Core Principles 2-5)
The permissible activities of banks are clearly defined and the licensing 

criteria are effectively detailed and managed. The major shareholders are 
being verified, but a requirement needs to be added for additional approval, 
in cases when the shareholders increase their control level.  Additional 
competencies are needed for fighting the unauthorized banking activities. 
Some limits for investing on non-banking activities are set, but the supervisory 
competencies must become stronger in order to ensure that the investments 
do not exceed the managerial capacity of the banks. 

• Prudential regulations and requirements (Core Principles 6-15).
The Bank of Albania is empowered to establish regulations for a prudential 

activity and these regulations are complete. Although the commercial banks 
for the moment carry simple structures, the Bank of Albania needs the authority 
(already planned) for a consolidated supervision. The capital requirements are 
based on the Basel Model. The minimum capital adequacy ratio is set at 12 
per cent. Loan exposures are subject to adequate supervision, although the 
market information on the borrowers is not sufficient and the lenders must rely 
on subjective information and on collateral, which is not always possible to be 
sold. The rules on large exposures and lending to related persons are sound, 
but they can be stronger if the Bank of Albania possesses the authority to 
judge about possible relations even if these relations are not explicitly defined 
by the law. Other risks are not significant and are properly monitored. The 
Bank of Albania effectively monitors the managerial responsibility and the 
internal audit of the banks. The problems concerning fighting against money 
laundering are totally out of supervisors’ field.   

• Methods of the on-going supervision (Core principles 16-20).
The on-site and off-site supervision procedures are well developed and 

at least the on-site unit has sufficient resources, even though with limited 
experience. The external audit is always done by the local subsidiaries of 
the most-known international external auditing companies. These audits are 
comparative to the international standards, even though a more frequent 
contact between them and the supervisors would be useful. For the moment, 
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there is no authority for consolidated supervision. This is in the process of 
resolving, despite the fact that in practice this issue has little importance.   

• Requirements on information (Core Principle 21).
Accounting standards are in the process of changing, and the banks are going 

to apply the International Financial Reporting Statements (IFRS). This means 
some adaptations of the current supervisory regulations on asset evaluations. 
Also, more instructions related to collateral evaluations would be useful.

• Formal competences of supervisors (Core principle 22).
According to some amendments of the Law, the Bank of Albania has 

adequate competence to force the implementation of corrective actions. After 
the appropriate changes of the law are agreed upon, a final review of the 
corrective actions manual will be needed. This manual is in the process of 
being prepared. 

• International Banking (Core principle 2-25).
Banks in Albania do not have foreign subsidiaries, and this means that lack of 

the authority responsible for the consolidated supervision is not very noticeable. 
This issue will be solved with the approval of the new Law concerning banks. 
However, some banks in Albania are branches or subsidiaries of foreign banks, 
meaning that the Bank of Albania should continue to require improvement of 
relations with the authorities of their home country and develop the capacity 
to effectively practice the consolidated supervision.    

2 PREPARATIONS FOR IMPLEMENTATION OF 
INTERNATIONAL FINANCIAL REPORTING STANDARDS 

For the second half of 2005 and onwards, a key issue, which needs to be 
considered by the banks and their managerial staff, is the endorsement of the 
Law nr. 9228 date 29.04.2004 “On Accounting and financial statements”. 
Based on the requirements of Article No.4 of this Law, Albanian financial units 
will be divided into two groups according to accounting methods and financial 
reporting statements. Some of the units and exactly those considered as of 
public interest will implement the international accounting standards as stated 
by the International Accounting Standards Board (IASB). This group includes: 
the second tier banks, non-bank financial institutions, insurance companies, 
securities funds and all the companies licensed to operate in investment and 
security activities, even when they are not listed in a formal stock-exchange, 
as well as their subsidiaries which consolidate the accounts, and a number 
of other companies that are not listed in a stock-exchange but exceed the 
limits specified by the Council of Ministers on annual revenues and number of 
employees. Whereas the second group (the rest of businesses) will implement 
the national accounting standards edited by the National Accounting Board 
and enforced by the Minister of Finance.

So, in practice, there will be two packages of accounting regulations on 
financial statements. In this way, the Albanian financial units, part of each 
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group, will be obliged to forecast a real training cost for their bookkeepers, in 
order to cope with the Law requirements. Also, the directors of the Albanian 
financial units should be trained up to the required level, in all the changes 
and new regulations of accounting and financial reporting statements area. 

  
But, what will be some of the changes resulting from the new law?

The new law has left aside some articles considered very technical, 
substituting them with articles focused on main principles or rules of 
accounting standards. The new law involves some new elements dealing with 
the financial instruments of the equity markets, such as: the leasing standard, 
the concession standard, the standard of adjusting the accounts as a result of 
foreign currency changes, the agriculture sector, etc.

Also, the new law brings about changes in assets evaluation methods, such 
as historical values or fare values, which lacked in the old standards. 

Above all, the new law covers new concepts which are unknown by the 
actual bookkeepers. This means that we have to face a future of fundamental 
changes in the field of accounting and financial reporting statements.  

The challenges to be faced are big and not only by the financial institutions 
but also by the Albanian companies, which will have to put these changes in 
practice. From the implementation of these standards, the firms would benefit 
a lot, because the economic information and the reporting statements would 
be of a better quality, more accurate and more credible, thus limiting the 
informal economy and fiscal evasion. 

It’s obvious that the businesses and financial institutions in general, and 
banks in particular will be faced with difficult challenges in implementing the 
new standards. Among such difficulties we mention:

• The National Accounting Standards are not approved yet. The professional 
units are still reviewing the final draft prepared by the “PriceWaterhouse
Coopers”, which means limiting the available time for the standards to 
be acquired by the forthcoming users.  

• International Accounting Standards are not yet translated, in order to be 
then compulsory for implementation by the financial units as described by 
the law. Their translation would be also useful for a better understanding 
of the national accounting standards, as these last ones are mostly 
referring to the International Accounting Standards.

• The new accounting rules will affect the fiscal legislature, in such as: the 
evaluation of the taxable profit, the deferred profit and in preparing the 
tax statements based on the new rules of accounting.    

• Lack of professional qualification of the actual bookkeepers in knowing the 
International Accounting Standards and National Accounting Standards.

Despite the mentioned difficulties, the second tier banks might not find 
this new law unbearable, because the actual Banking Accounting Manual 
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is prepared with the assistance of the specialized foreign assistance and 
is widely based on the international accounting standards. In this manual 
there are expressed the general accounting principles. But, as the economic 
phenomena keep changing and new activities come up, it’s obvious that the 
banking accounting manual should be adapted to these changes.    

Some banks, based on the Article No. 25 of the Law No. 9228, date 29.04.2004 
“On Accounting and Financial Statements” have started to implement the new 
standards before the obligatory date. Other banks of the system, which are 
planning to implement the new standards, will be faced not only with the need of 
staff training, but also with investments in new systems and technologies.

Also, the second tier banks should be aware of fulfilling the requirements 
of the “First Implementation of the International Standards” which specifies 
the methods of implementing the international standards. Thus, the bank 
management should decide the date on which these standards become 
applicable after considering the followings36:

A standard is going to be implemented in the financial statements that belong 
to the time period starting on or later than January 1st 2006. The standard 
should be implemented either in a prospective way, which means without 
changing the previous financial statements that are prepared according to the 
previous rules, or in a retrospective way, meaning that all the previous financial 
statements are to be reviewed according to the new rules. By the time that this 
decision is made, all the International Standards are going to be applicable 
according to this choice. It will not be permitted that some standards base on 
the prospective method and some on the retrospective one.

3 BANKING SYSTEM INDICATORS DURING THE FIRST HALF 
OF 2005

Albanian Banking System has experienced some significant changes during 
the first half of 2005, in the expansion of the asset’s volume and in its activity, 
offering new banking products, as well as in the number of banks. 

During the first half of 2005, banking system assets increased by 50.4 
billion of Albanian leks or 11.8 per cent (23.6 per cent in annual terms), 
about Lek 17.9 billion more, compared to the first half of 2004. 

The trend of the main assets of the banking system has experienced a 
sharp decrease of about 12 percentage points in the weight of “Interbanking 
Transactions and Treasury Operations” item, compared to the same period of 
the previous year. The banking system evidences a growth in the credit activity 
as well as in the investment activity of other securities, respectively by 6.3 and 
5 percentage points to the total of assets.   Furthermore, the assets structure 
of the system shows a significant increase in fixed assets investment by 28 per 
cent, compared to the same period of the previous year. This fact testifies the 
expansion of the banking system with new branches and agencies. 
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One of the main events of the beginning 
of 2005 was the significant increase in the 
lending activity. The satisfactory pace of the 
economic growth, the low interest rates as well 
as the completion of the privatization process 
of Raiffeisen Bank, were among the factors that 
influenced this increase in the lending activity. 

So, during the first half of 2005, the banking 
system outstanding loan increased by 28.8 billion 
ALL or 41.2 per cent, compared to 5.8 billion of 
ALL or 11.4 per cent of the same period of the 
previous year. 

The increase of the outstanding loans during 
the first half of 2005 is evaluated to be about 9.5 
billion ALL higher than the total increase of the 
outstanding loan during the entire 2004. This 
testifies the upward trend in the lending activity 
by the second tier banks and the importance 
attributed to the growth of the loan portfolio 
by the latter ones. Besides the large banks, this 
growth has to be attributed also to some medium 
and small sized banks. 

The large banks of the system give the largest 
weight in the lending activity. Anyhow, G2 
group weight has increased significantly as a 
consequence of the passing, in the beginning of 
2005 of Alpha Bank from G3 group to G2 group 
and, of the Credins Bank from G1 to G2. 

Table 14 Performance of the main items of the banking system assets

Indicators 
June 2003 June 2004 June 2005
Amount* Weight ** Amount * Weight ** Change*** Amount * Weight ** Change ***

1. Interbanking Transactions and 
Treasury Operations.
From which:

285.7 79.8 297.9 76.1 4.3 307.9 64.6 3.3

Operations with the central 
banking  29.9 8.3 35.7 9.1 19.4 40.7 8.5 12.3

Treasury Bonds 188.4 52.6 194.4 49.7 3.2 191.4 40.1 -1.6
Operations with other banks 59.5 16.6 60.1 15.4 1.0 66.7 14 9.9
2.Outstanding loans (gross) 44.7 12.5 56.6 14.5 26.6 99.1 20.8 42.9
3.Securities investment 18.7 5.2 21.6 5.5 15.5 51.4 10.8 58.0
4.Other assets 3.3 0.9 3.3 0.8 0 3.7 0.8 10.8
5.Fixed assets 5.8 1.6 5.8 1.5 0 8.1 1.7 28.4
Total of assets 358.2 100 391.6 100 9.3 476.9 100 17.9

*  in billion of Albanian lek
** in percentage
*** in percentage

Chart 14 Assets Structure,
June’05
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Loan portfolio quality is still evaluated as 
a good one. Furthermore, the indicators have 
performed an improvement during the first half 
of 2005. 

Thus, the ratio “non performing loan/
outstanding loans (per gross)” which evaluates 
the efficiency of the loan portfolio management, 
is estimated to be 2.4 per cent compared to the 
4.2 per cent by the end of 2004. 

This decrease can be interpreted by the 
upward trend of the loan portfolio (plus 41.2 
per cent) against the downward trend in the non-
performing loans.  

Loan rating
           2003 2004 2005

Q II Q III Q IV Q I Q II Q III Q IV Q I Q II
Standard loans 91.8 91.6 92.3 91.8 91.5 91.6 92.8 92.5 94.9
Special mention loans 3.0 3.2 3.1 3.6 4.5 3.8 3.2 4.1 2.8
Substandard loans 2.3 2.4 1.9 0.6 0.5 0.8 1.0 0.9 0.6
Doubtful loans 0.2 0.3 0.5 1.4 0.9 1.4 1.0 0.9 0.5
Lost loans 2.6 2.5 2.1 2.6 2.6 2.4 2.1 1.6 1.2

The limited exposure of the banking system 
to the credit risk is evidenced even by the low 
decreasing values of the ratio “non performing 
loans/outstanding loans (net)”, which effectively 
measures the size of this exposure. This ratio is 
estimated to be 0.8 per cent from about 1.4 per 
cent by the end of 2004. 

 
The banking system continues to exhibit a 

good performance also for the first half of 2005. 
The net result follows the positive series of the 
previous periods and it is about 3,316 millions 
of ALL or 765 millions ALL higher than the same 
period of the previous year. 

The net result by the end of the first half of 
2005 occupies around 65% of the net result 
reported by the end of 2004 and constitutes a strong support for the efficiency 
indicators over the second half of the on going year.  

The growth net value of the earnings is recognized not only by quantitative 
factors, such as the growth of average interest bearing assets, but also by 
the improvement of qualitative factors against previous periods, such as net 
interest margin (NIM) or return on average assets.  
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June '04 13.6 31.5 54.9

December '04 14.7 29.4 55.9

March '05 11.9 44.8 43.3

June '05 11.8 41.3 46.9

G1 G2 G3

Table 15 Loan rating in 
percentage to outstanding 
loans 
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Indicators June ‘05 March ‘05 December ‘04
Interest net result 3,681.33 3,294.04 3,017.82 
Net results from other operations 1,069.0537 717.92 1,103.44 
Operating expenses 2,504.35 2,262.78 2,363.91 
Provisions expenses 45.04 51.05 229.22 
Net result (after tax) 1,879.25 1,437.28 914.95 

A more analytic view shows that the main elements influencing a higher 
net result are the interest net results, net results from other operations and the 
operation expenses.  The first two had a positive impact, while the operation 
expenses had a negative impact on the net result of the banking system. 
This should be considered as a necessary condition for the expansion of the 
banking system, which has already performed an expansion during 2004 and 
during the first half of 2005, for its future consolidation and for positive effects 
in the long term horizon. 

The return on assets (RoA) on annual basis is evaluated 1.46 per cent, much 
higher than the RoAA for the same period of the previous year. Technically, 
such development is due to the accelerated growth in the net result during 
the second quarter, about 30.7 per cent compared to the previous quarter, 
against the growth in the average assets with 2.4 per cent. The analysis of the 
expense components and income structure, as per above, explains more in 
detail the reasons behind this growth.  

Indicators June ‘05 December‘04 June ‘04
ROAA 1.46 1.28 1.32
ROE 24.29 21.10 22.20

The high level of return, somehow out the normal trends of the return in the 
banking system, at least since the beginning of 2004 up to march’05 (from 
about 1.26 per cent to 1.32 per cent), as well as much higher than RoAA for 
the European Union Countries, is believed to show that the banking system 
in Albania keeps showing, among others, high levels of intermediation and 
somehow reflects the increase of the risk in assets’ side.  In this context, a 
growth in the loan portfolio is evidenced in the assets structure of the banking 
system and especially in consumer loans where the interest margin is high, 
but not enough to support the considerable increase in the net result, at least 
during the first quarter. Furthermore, we evaluate that to a certain extent, a 
kind of deformed price in the banking products and services is noticed, which 
might need a better support in cost analyses and in the developments of the 
Albanian economy and international one, which might consist in advantage 
of the banks and in disadvantage of their own clients.   

Indicators June ‘05 December‘04 June ‘04
Interest income/interest bearing average assets(1) 6.70 6.96 7.05
Interest expenses/ interest bearing average assets(2) 3.40 3.88 4.04 
Net interest margin (NIM)[(1) – (2)] 3.30 3.08 3.01

NIM indicator continues to grow up from one quarter to another, showing 
signs of a consolidated trend. The difference versus the end of 2004 is 0.22 
per cent, while versus the same period of the previous year was higher, about 

Table 16 Performance of the 
main elements of net result 
(non cumulative) in million 

of ALL

Table 17 Main return 
indicators in percentage 

Table 18 Main return 
indicators in percentage 
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0.29 per cent. This behavior of NIM continues to be accompanied by a 
stable downward trend of its two compounding components (Table 18) and 
to reflect a decrease in the base interest rates of the domestic value (ALL) for 
some quarters in a row, as well as in the second quarter of 2005 with about 
0.25 per cent 38. Faster decrease of the second component compared to the 
first one (Table 18) can be clearly distinguished. The reasons of this decrease 
are believed to be at least three: first, the decrease of the base interest rate is 
faster and much more reflected on the liability side of the banking system and 
vice versa; secondly,  the interest income influence the loan portfolio incomes 
(dominated by the foreign currency loans)39, which have a higher interest 
rate compared to other investments and have experienced an increase during 
2004 and especially on the on-going basis; thirdly, the overall increase in the 
volume of loans. 

The banking system equity evidences a considerable increase, about 4.4 
billion ALL, during this quarter compared to the end of 2004. 

The structure of the shareholders’ equity of the banking system and the 
performance of its compounding elements are given below (table 19). 

Indicators
December 2004 March 2005 June 2005

in million leks in % in million ALL in % in million ALL in %
Shareholders’ capital 25 949.5 100.0 26 521.8 100.0 30 353.2 100.0
Paid up capital40 23 593.5 71.5 24 752.0 76.4 26 073.2 73.0
Stock premium 1.8 0.0 1.8 0.0 1.8 0.0
Reserves 2 436.8 9.4 2 531.9 9.6 2 672.2 8.8
Revaluation differences -5 033.8 -4 485.6 -3 902.0
Retained Profit/Loss -155.0 2 284.4 8.6 2 191.6 7.2
Current year profit/loss 5 106.1 19.7 1 437.3 5.4 3 316.5 10.9

The main element of the shareholders’ capital – paid up capital – continues 
to occupy the main weight (about 73 per cent) in the system’s capital 
contributing about 1.3 billion of All during the second quarter, a value this 
somehow comparable with the one of the first quarter of the year41.

Capital adequacy ratio42 of the banking system, by the end of the first quarter 
of the year, is evaluated to be 19.8 per cent or about 1.8 percentage points 
lower than by the end of the year 2004. The fast increase in the value of the 
risk-weighted assets explains this decrease in the capital ratio adequacy. The 
downward trend of the latter one testifies a better utilization of the banking 
capacity toward more risky and profitable investments. 

Indicator (in million of lek) December 2004 March 2005 June 2005
Risk free assets 271 216.7  282 512.5 289 676.5
Low risk assets    71 384.0    73 874.4 69 194.0
Moderate risk assets      8 892.7      8 307.6 9 449.9
High risk assets     70 805.8     86 186.8 102 972.5
Total of risk weighted assets and 
off balance sheet items43

 
   94 800.7

 
   110 801.8 127 743

The capital adequacy ratio analysis according to the system’s peer groups 
evidences the highest level of G1 indicator (42 per cent) even during this 

Table 19  Structure of the 
banking system equity

Table 20  Performance of 
risk weighted assets in the 
banking system through 
years
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period of time. Small sized banks are still limited in expanding their activity 
toward more risky assets, having thus, high levels of the capital adequacy 
ratio. Meanwhile, medium and large sized banks evidence an increase in the 
lending activity and show a good performance of the capital adequacy ratio 
respectively, G2 by 18 per cent and G3 by 16 per cent.  

Capital adequacy ratio (in %) Banking System G1 G2 G3
June 2005 19.8 42.0 18.1 16.1
March 2005 21.0 50.3 16.6 18.0
December 2004 21.6 47.3 17.8 17.3

The capital adequacy ratio for the banking system continues to perform 
a good value, above a minimum of 12 per cent for all the banks in the 
system.   

The first quarter of 2005 evidences a ratio of liquid assets against total 
banking system assets above a level of 20 per cent. This means that the banks 
are capable in facing shrinkage of about 20 per cent of total assets, as a 
cause of deposit withdrawal or the loss of capability in finding funds before 
being forced to sell illiquid assets.  

The ratio of short - term assets to short term liabilities for the banking 
system is evidenced around 97 per cent (too close to 100 per cent). 

Table 21  Performance of 
the capital adequacy ratio 

according to peer groups in 
years 
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ANNEX I  SUPERVISION DEPARTMENT 
ORGANIZATIONAL STRUCTURE (31 DECEMBER 2004)

ANNEX II  BANKING SYSTEM PEER GROUPS FOR 
ANALYSIS PURPOSES 

The banking system analysis focuses not only on the overall banking system 
performance, but also on comparisons of various bank performances within 
the same period, according to specified criteria. For this purposes the banking 
system is divided into peer groups. This division is based on the assets volume 
criterion. Saving Bank’s privatization influenced the change of these criterion, 
presently not any more focusing on the equity ownership basis (private, state 
or mixed), but on the basis of the volume of assets. Thus, we distinguish three 
main peer groups:

• Banks having a total volume of assets lower than 2 per cent (group 1 or 
G1);   

• Banks having a total volume of assets higher than 2 per cent but lower 
than 7 per cent (group 2 or G2). 

• Banks having a total volume of assets higher than 7 per cent (group 3 or G3).

For analyses purposes, the groups are as follows44:
a) G1 – Emporiki Bank (EB); Credins Bank (CB); United Bank of 

Albania (UBA); Branch of First Investment Bank in Tirana (FIB); International 
Commercial Bank (ICB); Credit Bank of Albania (CBA); Popular Bank (PB); 
Dardania Bank (DB);

b) G2 – Italian-Albanian Bank (IAB); Procredit Bank (PB); Tirana Branch 
of National Bank of Greece (NBG);

c) G3 - Raiffeisen Bank (RZB); Tirana Bank (TB); Branch of Alpha Bank in 
Tirana (AB); American Bank of Albania (ABA); National Commercial (NCB).
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ANNEX III MAIN BALANCE SHEET ITEMS OF BANKS, 
NUMBER OF AGENCIES AND BRANCHES AND 
NUMBER OF EMPLOYEES (31.12.2004) 

Level of assets, deposits and loans (milion all)

No. Banks Assets Deposits Loans
1 Raiffeisen Bank 208,167.49 194,776.56 933.07
2 National Commercial Bank 46,670.87 43,205.50 6,494.59
3 United Bank of Albania 3,273.71 1,803.52 804.77
4 Italian Albanian Bank 16,868.25 14,575.87 6,206.42
5 Dardania Bank 700.14 103.84 101.10
6 Tirana Bank 31,576.26 27,237.05 9,207.71
7 Tirana branch of National Bank of Greece 8,541.98 7,381.77 4,243.18
8 International Commercial Bank 2,617.99 1,824.56 1,237.11
9 Tirana branch of Alpha Bank 28,205.03 18,167.10 10,196.99
10 American Bank of Albania 40,086.50 33,285.79 12,236.74
11 Procredit Bank 18,882.03 15,818.93 9,999.25
12 Branch of First Investment Bank 2,577.55 497.58 143.58
13 Emporiki Bank 4,473.84 2,579.98 2,289.00
14 Credit Bank of Albania 1,253.27 517.90 249.19
15 Credins Bank 8,134.39 6,330.01 2,782.82
16 Popular Bank 4,411.05 3,064.56 2,673.42

Total 426,440.34 371,170.53 69,798.94

Number of branches, agencies and employees per bank
No. Banks N. Branches N. Agencies N.employees
1 Raiffeisen Bank 14 83 1 026
2 National Commercial Bank 15 296
3 United Bank of Albania 2 47
4 Italian Albanian Bank 4 74
5 Dardania Bank 11
6 Tirana Bank 17 4 258
7 Tirana branch of National Bank of Greece 6 86
8 International Commercial Bank 1 42
9 Tirana branch of Alpha Bank 6 1 68
10 American Bank of Albania 7 309
11 Procredit Bank 15 368
12 Branch of First Investment Bank 1 19
13 Emporiki Bank 42
14 Credit Bank of Albania 1 28
15 Credins Bank 3 55
16 Popular Bank 8 87

Total 88 100 2 816
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ANNEX IV  LIST OF ENTITIES LICENSED BY THE BANK 
OF ALBANIA (UNTIL 30.06.2005) 

BANKS AND FOREIGN BANK BRANCHES

1. ITALIAN-ALBANIAN BANK  JNT.STK
License No.1/1996, dated 17.07.1998
Approved with the Bank of Albania Supervisory Council Decision No. 89, dated 
18.06.1998. Certificate No. 1 “On Deposit insurance”.
Director:  Giovanni BOGANI  
Address:  Rruga “Barrikadave”, Nr.70, Tirana, Albania.  
Tel:  23 56 97, 23 56 98, 22 62 62.
Fax:  23 30 34.

2. RAIFFEISEN BANK JNT.STK. 
License No.2/1998, dated 11.01.1999
Approved with the Bank of Albania Supervisory Council Decision No. 163, dated 
11.12.1998. Certificate No. 2 “On Deposit insurance”.
Director:  Steven GRUNERUD
Address:  Rruga “Kavajës”, Tirana, Albania.
Tel:  22 45 40, 22 26 69, 22 54 16.
Fax:  22 35 87, 22 36 95, 22 40 51.

3. UNITED BANK OF ALBANIA JNT.STK. 
License No.3/1998, dated 11.01.1999
Approved with the Bank of Albania Supervisory Council Decision No. 165, dated 
11.12.1998. Certificate No. 3 “On Deposit insurance”.
Director:  Abdul Waheed ALAVI 
Address:  Bulevardi “Dëshmorët e Kombit”, No.8, Tirana, Albania.
Tel:  22 84 60, 22 38 73, 22 74 08.
Fax:  22 84 60, 22 83 87.

4. DARDANIA BANK  JNT.STK. 
License No.5/1998, dated 11.01.1999
Approved with the Bank of Albania Supervisory Council Decision No. 164, dated 
01.12.1998. Certificate No. 4 “On Deposit insurance”.
Director:  Beqir MEZELXHIU
Address:  Bulevardi “Zogu I” (pranë Fakultetit të Shkencave), Tirana, Albania.
Tel:  22 87 59, 25 93 50, 25 93 51.
Fax:  23 05 66.
E-mail:  db@albaniaonline.net; dardaniabank@hotmail.com

5. NATIONAL COMMERCIAL BANK JNT.STK 
License No.6/1998, dated 11.01.1999
Approved with the Bank of Albania Supervisory Council Decision No.162, dated 
11.01.1999. Certificate No. 5 “On Deposit insurance”.
Director:  Seyhan PENCAPLIGIL
Address:  Bulevardi “Zhan D’Ark”, Tirana, Albania. 
Tel:  25 09 55. 
Fax:  25 09 56.

6. TIRANA BANK JNT.STK 
License No.7, dated 12.09.1996.
Approved with the Bank of Albania Supervisory Council Decision No.9, dated 12.09.1996. 
Certificate No. 6 “On Deposit insurance”.
Director:  Dimitrios FRANGETIS 
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Address:  Bulevardi “Zogu I”, Nr.55/1, Tirana, Albania.
Tel:  23 34 41/42/43/44/45/46/47. 
Fax:  23 3417.

7. TIRANA BRANCH OF NATIONAL BANK OF GREECE JNT.STK 
License No.8, dated 25.11.1996.
Approved with the Bank of Albania Supervisory Council Decision No.4, dated 14.03.1996. 
Certificate No. 7 “On Deposit insurance”.
Director:  Spiro BRUMBULLI 
Address:        Rruga “Durrësit”, Godina “Comfort”, Tirana, Albania.
Tel:  23 36 21/22/23/24.
Fax:            23 36 13.

8. INTERNATIONAL COMMERCIAL BANK JNT.STK 
License No.9, dated 20.02.1997.
Approved with the Bank of Albania Supervisory Council Decision No.9, dated 30.04.1996. 
Certificate No. 8 “On Deposit insurance”.
Director:  Ooi Kooi KEAT
Address:        Qendra e Biznesit, Rruga “Murat Toptani”, Tirana, Albania.
Tel:  23 75 67/68/69.       
Tel/ Fax:         23 75 70. 

9. TIRANA BRANCH OF ALPHA BANK  
License No.10, dated 07.01.1998.
Approved with the Bank of Albania Supervisory Council Decision No.01/03/96, dated 
27.12.1997. Certificate No. 9 “On Deposit insurance”.
Director:  Andrea GALATOULAS 
Address:   Bulevardi “Zogu I”, Nr.47, Tirana, Albania.
Tel:         23 35 32, 23 33 59, 34 04 76/77.     
Tel/ Fax:    23 21 02.

10. AMERICAN BANK OF ALBANIA JNT.STK.
License No.11, dated 10.08.1998.
Approved with the Bank of Albania Supervisory Council Decision No.105, dated 
10.08.1998. Certificate No. 10 “On Deposit insurance”.
Director:  Lorenzo RONCARI
Address:  Rruga “Ismail Qemali” Nr.27, P.O. Box 8319, Tirana, Albania.
Tel.:        24 87 53/54/55/56.
Tel/ Fax:     24 87 62.

11. PROCREDIT BANK JNT.STK.
License No.12, dated 15.03.1999.
Approved with the Bank of Albania Supervisory Council Decision No.22, dated 
03.03.1999. Certificate No.11 “On Deposit insurance”.
Director:  Ralf REITEMEIER
Address:  Rruga “Sami Frashëri”, Tirana e Re, P.O. Box. 2395, Tirana, Albania.
Tel:        27 12 72/73/74/75.
Tel/ Fax:  23 34 81.

12. FIRST INVESTMENT BANK – TIRANA BRANCH JNT.STK 
License No. 13, dated 16.04.1999.
Approved with the Bank of Albania Supervisory Council Decision No.45, dated 
13.04.1999. Certificate No. 12 “On Deposit insurance”.
Director:  Martin Tsvetkov BOGDANOV 
Address:  Bulevardi “Zogu I”, Nr. 64, Tirana, Albania.
Tel:        35 64 23, 35 64 24.
Tel/ Fax:   35 64 22.
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13. EMPORIKI BANK – ALBANIA JNT.STK
License No. 14, dated 28.10.1999.
Approved with the Bank of Albania Supervisory Council Decision No.105, dated 
19.10.1999. Certificate No. 13 “On Deposit insurance”.
Director:  George CARACOSTAS
Address:  Rruga “Kavajës”, “Tirana Tower”, Tirana, Albania.
Tel:        25 87 55/56/57/58/59/60.
Tel/ Fax:   25 87 52.

14. CREDIT BANK OF ALBANIA JNT.STK.
License No. 15, dated 28.08.2002.
Approved with the Bank of Albania Supervisory Council Decision No.66, dated 
28.08.2002. Certificate No. 14 “On Deposit insurance”.
Director:  Kamal Abdel MONEIM
Address: Rruga “Perlat Rexhepi”, Al-Kharafi Group Administration Building, Kati 

1&2, Tirana, Albania.
Tel.:        27 21 68; 27 21 62.
Tel/ Fax:   27 21 62. 
E-mail:   creditbkalb@icc-al.org 

15. CREDINS BANK JNT.STK. 
License No. 16, dated  31.03.2003.
Approved with the Bank of Albania Supervisory Council Decision No.22, dated 
26.03.2003. Certificate No. 15 “On Deposit insurance”.
Director:  Artan SANTO 
Address:  Rruga ‘’Ismail Qemali’’, Nr.21, Tirana, Albania.
Tel:    22 29 16; 23 40 96.

16. POPULAR BANK JNT.STK.
License No.17, dated  16.02.2004.
Approved with the Bank of Albania Supervisory Council Decision No.06, dated 
11.02.2004. Certificate No. 16 “On Deposit insurance”.
Director:  Edvin Libohova 
Address:  Rruga ‘’Donika Kastrioti’’, Pall.11/1, Kati I, Tirana, Albania.
Tel:    27 27 88/8990/91.
Fax:  27 27 81
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NON-BANK FINANCIAL INSTITUTIONS

1. FINANCIAL UNION OF TIRANA LTD. (FUT) 
License No.1, dated 08.12.1999, for conducting the following financial activities:
- Providing payment and receivable services; 
- Mediating in the conduct of monetary transactions;
- Acting as a financial agent or advisor.
Director:  Niko Leka; Edmond Leka
Address:  Rruga “Reshit Çollaku”, Pall. “Shallvare”, Sh.2, Nr.18, Tirana, Albania.
Tel:  25 06 53. 
Fax:  25 06 54.

2. DINERS CLUB ALBANIA LTD. 
License No.2, dated 09.10.2000, for conducting the following financial activities:
- Mediating in the conduct of monetary transactions.
Director:  Eni Koço
Address:  Bulevardi “Zogu I”, pallati 13 katesh, përballë stacionit të trenit, Tirana, Albania. 
 
3. ALBANIAN POST-OFFICE JNT.STK. 
License No.3, dated 18.04.2001, for conducting the following financial activities:
- Providing payment and receivable services;
- Acting as a financial agent or advisor. 
Ownership:  State-owned.
Director:  Luiza Hoxha. 
Address:  Rruga “Reshit Çollaku” , Nr.4 Tirana, Albania.
Tel :  22 23 15. 

4. “CREDINS” TIRANA JNT.STK. 
License No. 4, dated 13.06.2001, for conducting the following financial activities:
- Extending credits;
- Providing payment and receivable services;
- Mediating in the conduct of monetary transactions (foreign currency included);
- Offering guarantees;
- Acting as a financial agent or advisor (excluded herein the services set forth in points 3/a 
and 3/b of Article 26 of the Law “On the banking system in the Republic of Albania”).
Director:  Monika Milo
Address:  Rruga “Ismail Qemali”, Nr.21, Tirana, Albania.
Tel:   22 29 16; 23 40 96. 

5. MOUNTAIN AREA FINANCING FUND
License No.5, dated 29.03.2002, as a non-bank financial entity, for conducting the 
following financial activities:
- Extending credits.
Founded by the Decision of the Council of Ministers of Republic of Albania.
Director:  Arben Jorgji
Address:  Rruga “Mustafa Matohiti”, Vila nr.12, Tirana, Albania. 
Tel:  25 06 33.

6. “AK – INVEST” JNT.STK. 
License No.7, dated 03.12.2003, as a non-bank financial entity, for conducting the 
following financial activities:
- Providing payment and receivable services;
- Mediating in the conduct of monetary transactions (foreign currency included);
- Acting as a financial agent or advisor.
Director:  Ilir Adili
Address:  Rruga “Ded Gjon Luli”, Nr.2/3, Tirana, Albania. 
Tel:   24 01 47.
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7. TIRANA LEASING JNT.STK.  
License No. 8, dated 08.11.2004 as a non-bank financial entity, for conducting the 
following financial activities:
- Offering financial leasing.
Director:  Fatos Aliaj
Address:  Rruga “Ismail Qemali”, Pall. Samos Tower, Kati II, Zyra 2/1 B, Tirana, Albania.
Tel:  26 97 05/06.
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THE FINANCIAL ENTITIES, NOT LICENSED BY THE BANK OF ALBANIA 
FOR CONDUCTING THEIR ACTIVITIES, PURSUANT TO THE BANK OF 
ALBANIA SUPERVISORY COUNCIL DECISION NO. 26, DATED 29.03.2000, 
“ON EXEMPTION OF SOME ENTITIES FROM THE APPLICATION OF THE 
PROVISIONS OF THE LAW NO.8365, DATED 02.07.1998 “ON THE BANKING 
SYSTEM IN THE REPUBLIC OF ALBANIA”

(These entities are not licensed or supervised by the Bank of Albania, but they are obliged 
to report to the Bank of Albania.)

1. RURAL FINANCING FUND
Founded by the Decision of the Council of Ministers of Republic of Albania No. 207, 
dated 28.04.1999.
Object of activity:   Financing the rural areas.
Exempted with the official document of the Bank of Albania No. 1843, dated 
01.08.2000.
Director:  Zana Konini.
Address:  Rruga”Ismail Qemali”, P.32, Tirana, Albania.

2. BESA FOUNDATION
Founded by  “Open Society Fund for Albania ” (SOROS).
Object of activity: Financing small and medium size enterprises 
Exempted with the official document of the Bank of Albania No. 2895/1, dated 
19.01.2001.
Director:  Bajram Muça.
Address:  Rruga ”Sulejman Delvina”, Tirana, Albania.

3.  ALBANIAN PARTNER ON MICROCREDIT 
Shareholder: “Opportunity International” (East Europe).
Object of activity: Lending.
Exempted with the official document of the Bank of Albania No. 828/1, dated 
08.04.2002.
Director  James Reiff. 
Address:  Rruga “Gjin Bue Shpata”, Nr. 7/1, Tirana, Albania.
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FOREIGN EXCHANGE BUREAUS

1. “JOARD”  FOREIGN EXCHANGE BUREAU  LTD., TIRANA
License:  No. 1, dated 01.10.1999.
Address:  Rruga “Ded Gjon Luli”, Nr.2, Tirana, Albania.
Cambists:  Josif Kote, Pajtim Kodra.

2. “AMA” FOREIGN EXCHANGE BUREAU LTD., DURRES
License:  No. 2, dated 01.10.1999.
Address:  Rruga “Tregtare”, Lagja 3, Durrës, Albania.
Cambists:  Mirlinda Ceka, Ilir Hoxha.

3. “ARIS” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 3, dated 01.10.1999.
Address:  Rruga “Luigj Gurakuqi” , Tirana, Albania.
Cambists:  Ardian Goci, Ismet Noka.

4. “UNIONI FINANCIAR TIRANË” FOREIGN EXCHANGE BUREAU LTD.
License:  No. 4, dated 01.10.1999.
Address:  Rruga “Reshit Çollaku”, “Pall. Shallvare”, Shk. 2/18, Tirana, Albania.
Administrator: Niko Leka
Cambists: Arjan Lezha (Agency manager), Albert Sara, Dhimitër Papadhopulli, 

Genta Angjeli (Agalliu), Piro Teti, Flora Simixhi, Petrika Mano (Agency 
manager), Lindita Shala, Mirela Bakalli, Anila Demiri, Emili Bakalli 
(Nako), Astrit Sfërdelli, Mirela Kaiku, Erisa Emiri. 

5. “AGLI” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 5, dated 01.10.1999.
Address: 
Agency 1:  Rruga “Islam Alla”, Nr.1, Tirana.
  Agency 2: Rruga “Kavajës”, pranë Pastiçeri “Rinia”, Tirana, Albania. 
Cambists:  Kujtim Nina (Director), Agim Cani, Selim Luli.

6. “EXCHANGE” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 08, dated 24.11.1999.
Address:  Rruga e Durrësit, Nr. 170, Tirana, Albania
Cambist:  Ivan Pavllovski.

7. “UNISIX” FOREIGN EXCHANGE BUREAU LTD., KORÇA
License:  No. 09, dated 26.11.1999.
Address:  Bulevardi “Republika”, Pall.4, Korça Albania.
Cambists:  Pandi Cunoti, Ernest Golka, Nikolin Bicka, Eli Bode.

8. “EKSPRES J & E” FOREIGN EXCHANGE BUREAU LTD., DURRËS
License:  No. 10, dated 26.11.1999.
Address:  Lagja 11, Rruga “Prokop Meksi” (pranë  Hotel “Durrësi”), Durrës, Albania. 
Cambists:  Kostandin Ekonomi, Entela Ekonomi.

9. “ILIRIA ‘98” FOREIGN EXCHANGE BUREAU LTD., TIRANË
License:  No. 12, dated 25.02.2000.
Address:  Sheshi “Skënderbej”, Teatri i Kukullave, Tirana, Albania.
Cambists:  Edmond Ymeri, Ali Topalli, Ilir Janku.   

10. “SERXHIO” FOREIGN EXCHANGE BUREAU LTD., ELBASAN
License:  No. 14, dated 07.04.2000.
Address:   Lagja “Luigj Gurakuqi”, Rruga ”11 Nëntori”, Pall. 70, Nr.14, Elbasan. 
Cambists:  Amarildo Canoku.



Banking Supervision Annual Report2004-2005

56 Bank of Albania

11. “ALBTUR” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 15, dated 07.04.2000.
Address:  Bulevardi “Zogu I”, Pall. 32, Shk.1 (përballë Bankës Tirana), Tirana, Albania.
Cambists:  Albert Rahmani, Artur Rahmani.

12. “R & M” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 16, dated 22.05.2000.
Address:  Rruga “Punëtorët e Rilindjes”, Pall.182, Tirana, Albania.
Cambists:  Edmond Stepa, Miranda Stepa.
  
13. “TEUTA 2000” FOREIGN EXCHANGE BUREAU LTD., DURRËS
License:  No. 17, dated 22.05.2000.
Address:  Lagja 4, Rruga “Skënderbej”, Ap. 950,  Durrës Albania.
Cambists:  Adelina Hoxha, Arben Çuni.

14. “T & E” FOREIGN EXCHANGE BUREAU LTD., DURRËS
License:  No. 18, datë 11.06.2000.
Address:  Lagja 4, Rruga “9 Maji”, Durrës Albania. 
Cambist:  Shpëtim Hysa.

15. “SHIJAK 2000” FOREIGN EXCHANGE BUREAU LTD., SHIJAK
License:  No. 19, dated 24.11.2000.
Address:  Lagja “Popullore”, Shijak. 
Cambists:  Nazmi Ademi, Farije Ademi.

16. “R & T” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 20, dated 20.12.2000.
Address:  Bulevardi “Zogu I” (pranë BPI-së), Tirana, Albania. 
Cambist:  Renis Tershana. 

17. “MANUSHI” FOREIGN EXCHANGE BUREAU LTD., TIRANA 
License:  No. 22, dated 18.04.2001.
Address:  Bulevardi “Zogu I”, Qendra e Biznesit VEVE, Tirana, Albania.  
Cambist:  Roland Manushi.

18 “UNIONI SELVIA” FOREIGN EXCHANGE BUREAU LTD., TIRANA 
License:  No. 23, dated 21.05.2001.
Address:  Godina 2-katëshe në krah të Postës Qendrore, Kati I, Tirana, Albania.  
Cambists:  Leonat Zenelaj, Gani Xhaja.

19. “KALENJA” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 24, dated 29.06.2001.
Address:  Rruga “Kavajës” (pranë Ambasadës Turke), Tirana, Albania.  
Cambists:  Hair Shametaj, Fatmir Shametaj, Redina Shametaj.

20. “TILBA” FOREIGN EXCHANGE BUREAU LTD., ELBASAN
License:  No. 25, dated 30.09.2001.
Address:  Lagja “Luigj Gurakuqi”, Bulevardi “Qemal Stafa”, Njësia nr.12, Elbasan.  
Cambists:  Kristaq Bako, Vjollca Bako. 

21. “ANAGNOSTI” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 26, dated 31.10.2001.
Address:  
Bureau 1:  Bulevardi “Zogu I”, Pall. 97, Shk.3, Ap, 28, Tirana, Albania.
Kambistë:  Jani Anagnosti, Odise Anagnosti, Edlira Anagnosti. 
Bureau 2:  Rruga “Kajo Karafili”, Nr.11 Tirana.
Cambist: Fredi Cami.
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22. “KO-GO” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 27, dated 12.11.2001.
Address:  Rruga “Vaso Pasha”, Pall.16, Shk.2, Ap. 9, Tirana, Albania.  
Cambists:  Mihal Konomi, Perparim Goxhaj. 

23. “ALB- FOREX” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 28, dated 22.11.2001.
Address:  Bureau 1: Rruga “Abdyl Frashëri, Nr.3, Tirana, Albania.
Cambists:  Almir Duli, Agim Xhemo.
Bureau 2:  Rruga “Mine Peza”, Pall. 102, Shk.1 (pranë Bar “Grand”), Tirana. 
Cambist:  Fatmir Baholli.

24. “L&N” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 29, dated 22.11.2001.
Address: Rruga “Muhamet Gjollesha”, ish Gjelltorja tek sheshi ATATURK, Tirana, 

Albania.  
Cambist:  Leonora Mihalcka.

25. “EXHANGE ALOG” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 31, dated   22.11.2001.
Address:  Rruga “Mine Peza” (përballë Selisë së Vatikanit), Tirana, Albania.  
Cambists:  Almida Sterio, Fatmir Tafaj, Eduard Andoni, Elida Hasamemi.

26. “BASHKIMI 2001” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 35, dated 12.12.2001.
Address:  Rruga “Kavajës” (Pastiçeri “Rinia”), Tirana, Albania.  
Cambists:  Bashkim Shametaj, Luan Shametaj, Ilir Mesini.

27. “ARJON 2002” FOREIGN EXCHANGE BUREAU LTD., ELBASAN
License:  No. 36, dated 14.12.2001.
Address: Lagja “Kongresi i Elbasanit”, Bulevardi ”Qemal Stafa”, Pall.9-katësh, 

Elbasan.
Cambists:  Arben Kovaçi, Besnik Lulja. 

28. “ALAKTH” FOREIGN EXCHANGE BUREAU LTD.,  TIRANA
License:  No. 42, dated 18.01.2002.
Address:  Rruga “Dibrës”, Nr.105/1, Tirana, Albania.
Cambists:  Kosta Papa, Arben Memko, Lorenc Konomi, Thoma Konomi, Aleko Plaku.

29. “FORMAT” FOREIGN EXCHANGE BUREAU LTD.,  TIRANA
License:  No. 43, dated 21.01.2002.
Address:  Rruga “Durrësit”, Pall.85, Shk.1, Ap.1, Tirana, Albania.
Cambists:  Diana Lemi, Egon Sinani. 

30. “TRI URAT” FOREIGN EXCHANGE BUREAU LTD., ELBASAN
License:  No. 44, dated 05.02.2002.
Address:  Lagja “29 Nëntori”, pranë Filialit të Postës Elbasan.
Cambists:  Fahri Sanco, Ismail Bejta.

31. “BESA 2001” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 46, dated 15.02.2002.
Address:  Rruga “Myslym Shyri”, Nr.25, Tirana, Albania.
Cambists:  Belul Lleshi, Vladimir Avda, Mimoza Avda. 

32. “MARIO” FOREIGN EXCHANGE BUREAU LTD., SARANDA
License:  No. 47, dated 14.03.2002.
Address:  Lagja 1, pranë ish-Komitetit Ekzekutiv të rrethit Sarandë.
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Cambists:  Vangjel Gramozi, Blerim Dhima. 

33. “JAV” FOREIGN EXCHANGE BUREAU LTD., TIRANA.
Ka ndryshuar emrin  Zyra e Këmbimit Valutor  “R&T EXCHANGE”  Sh.p.k. 
License:  No. 48, dated 20. 03.2002.
Address:  Bulevardi “Zogu I”,  Godina e “Zërit të Popullit”, Tirana, Albania.
Cambists:  Ervin Lera, Ilir Gurashi. 

34. “DROGU” FOREIGN EXCHANGE BUREAU LTD., TIRANA
License:  No. 49, datë 23.04.2002.
Address:  Rruga “Vaso Pasha”, Kulla 1(pas pallatit Agimi), Kati I, Tirana, Albania.
Cambists:  Shkëlqim Drogu, Kostandin Koteci.

35. “HYSEN-C” FOREIGN EXCHANGE BUREAU LTD., LAÇ
License:  No. 50, dated 23.04.2002.
Address:  Lagja nr.3, përballë Komisariatit të Policisë, Laç.
Cambist:  Cen Hyseni.  

36. “UNIONI FIER” FOREIGN EXCHANGE BUREAU LTD., FIER
License: No. 51, dated 08.05.2002.
Address: Lagja “15 Tetori”, Rruga “Kastriot Muça”, Fier.
Cambist:  Gjergj Dulaj.

37. “TAXI EKSPRES” FOREIGN EXCHANGE BUREAU LTD K., ELBASAN
License:  No. 52, dated 20.05.2002.
Address:  Rruga “Sami Frasheri”, nr. 11 (prane shkolles “Edith Durhan”, Tirana, Albania.
Cambists:  Arben Sharra, Sokol Kaleci.

38. “GLEAR” FOREIGN EXCHANGE BUREAU LTD., SHIJAK
License:  No. 55, dated  23.07.2002.
Address:  Lagja “Kodër”, Shijak, Durrës.
Cambists:  Argjend Calliku, Afërdita Calliku.

39. “POSTA SHQIPTARE” FOREIGN EXCHANGE BUREAU Jnt.Stk. TIRANA
License:  No. 56, dated 28.08.2002.
Address:  Rruga “Reshit Çollaku”, nr.4 Tirana, Albania.

40. “UNIONI BALLSH” FOREIGN EXCHANGE BUREAU LTD., BALLSH 
License:  No. 57, dated 11.09.2002.
Address:  Rruga “8 Nëntori”, Ballsh.
Cambists: Luan Zenelaj, Lavdimir Zenelaj.

41. ZYRA E KËMBIMEVE VALUTORE “ESLULI” SH.P.K., TIRANË
License:  No. 58, dated 17.10.2002.
Address:  Rr. “Reshit Çollaku”, Pallati “Shallvare”, Shk.4/1, Tirana, Albania.
Cambists: Selim Luli, Kleomen Gjiknuri.

42. ZYRA E KËMBIMEVE VALUTORE “DENI&KRISTI-2002” SH.P.K. TIRANË 
License:  No. 61, dated 02.06.2003.
Address:  Rruga “Myslym Shyri”, Pall.60, Ap.3, Tirana, Albania.
Cambist: Maksim Çeku.

43. ZYRA E KËMBIMEVE VALUTORE “YLDON” SH.P.K. TIRANË 
License:  No. 62, dated 03. 06.2003.
Address:        Rruga “Qemal Stafa”, Pall. 382/2/2, Tirana, Albania.
Cambist:      Ylli Ndoqi (founder and manager).
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44. ZYRA E KËMBIMEVE VALUTORE “BILLI” SH.P.K. TIRANË 
License:  No. 63, dated 16. 02.2004.
Address:        Sheshi “Wilson”, Pallati i ri në kryqëzimin e Tiranës së Re.
Cambist:      Sybi Cenolli (founder and manager).

45. ZYRA E KËMBIMEVE VALUTORE “ALBA&ARBËR” SH.P.K., TIRANË
License:  No. 65, dated 06.05.2004.
Address:  Rruga “Kavajës”, Pall. 3, Kati I, Tirana, Albania. 
Cambists: Pëllumb Memetaj, Bukurosh Jaho.

46. ZYRA E KËMBIMEVE VALUTORE “I.S.N.” SH.P.K., TIRANË
License:  No. 66, dated 06.05.2004.
Address:  Rruga “Kavajës”, Pall. 3, Kati I, Tirana, Albania. 
Cambists: Evzi Zemzadja, Nexhmi Uka, Salandi Brojaj. 

47. ZYRA E KËMBIMEVE VALUTORE “ARIABA” SH.P.K., TIRANË
License:  No. 67, dated 07.06.2004.
Address:  Rruga “Abdyl Frashëri”, pranë Librit Universitar, Kati I, Shk.5, Tiranë. 
Cambists: Agim Xhemo, Astrit Hado.

48. ZYRA E KËMBIMEVE VALUTORE “ALBACREDITS” SH.P.K., TIRANË
License:  No. 68, dated 13.07.2004.
Address:  Rruga “Dede Gjon Luli”, Nr. 5, Tirana, Albania.
Cambists: Ermira Skënderi (manager), Engjëll Skënderi, Burhan Kodra, Shqiponja 

Spahiu.

49. ZYRA E KËMBIMEVE VALUTORE “ALB-KREDIT” SH.P.K., TIRANË
License:  No.69, dated 19.07.2004.
Address:  Rruga “Kongresi i Përmetit”, Nr.2, Tirana, Albania. 
Cambists: Arben Cani, Vasil Marto, Rudina Muskaj, Teuta Koltarka, Hajredin Toca. 

50. ZYRA E KËMBIMEVE VALUTORE “IDEA - 2” SH.P.K., KAVAJË
License:  No. 70, dated 02.09.2004
Address:  Lagja nr.2, Rruga “10 korriku”, Kavajë. 
Cambists: Taulant Karkini (manager).

51. ZYRA E KËMBIMEVE VALUTORE “O & G” SH.P.K., TIRANË
License:  No. 71, dated 30.09.2004
Address:  Rruga “Kavajës”, përballë Kishës Katolike, Tirana, Albania
Cambists: Prandvera Ago (manager), Teuta Broqi. 

52. ZYRA E KËMBIMEVE VALUTORE “OMEGA” SH.P.K., TIRANË
License:  No. 72, dated 20.12.2004
Address:  Rruga “Abdyl Frashëri”, Pallati 1, Shk. 2, Ap. 10, Tirana, Albania.
Cambists: Mihallaq Peko (manager). 

53. ZYRA E KËMBIMEVE VALUTORE “ELBA 2005” SH.P.K., TIRANË
License:  No. 73, dated 28.04.2005
Address:  Bulevardi “Bajram Curri”, Pallatet Agimi, nr. 16, Tirana, Albania.
Cambists: Kujtim Elbasani (manager). 

54. ZYRA E KËMBIMEVE VALUTORE “JONADA – 05” SH.P.K., TIRANË
License:  No. 74, dated 27.06.2005
Address:  Rruga “Kavajës”, Pallati 185, Shk. 2, Ap. 09, Tirana, Albania.
Cambists: Liliana Zyfi (manager), Pëllumb Zyfi. 
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SAVINGS-CREDIT ASSOCIATION UNIONS

1. “JEHONA” SAVINGS-CREDIT ASSOCIATION UNION TIRANA
License:  No.1, dated 27.06.2002.
Address:  Rruga “Kajo Karafili”, nr.26/1 
Chairman of the Executive Board: Vojsava Rama.
Members of this union are 40 Savings-Credit Associations, licensed also as separate 
associations. They rely on the technical assistance given by the Foundation “Movement 
for the savings-credit associations development”.

2. “ALBANIAN SAVINGS-CREDIT UNION” SAVINGS-CREDIT ASSOCIATION UNION,   
TIRANA
License:  No.2, dated 09.08.2002.
Address:  Rruga “Ismail Qemali”, Nr.32.
Chairman of the Executive Board: Zana Konini
Members of this union are 91 Savings-Credit Associations, licensed also as separate 
associations. They rely on the technical assistance given by the Rural Financing Fund.
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REPRESENTATIVE OFFICES OF FOREIGN BANKS

1. REPRESENTATIVE OFFICE OF THE POPULAR PUGLIA BANK IN ALBANIA.
License:  No.1, dated 02.07.2003.
Representative: Pasquale Guido Vergine.
Address:  Sheshi “Skënderbej”, Pallati i Kulturës, Kati III, Tirana, Albania. 
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ANNEX V LIST OF BANKING SUPERVISION 
REGULATIONS IN FORCE AS OF AUGUST 2005

1- Regulation “On the size and fulfillment of minimum initial capital, on the permitted 
activities of licensed banks and branches of foreign banks”, approved by the Supervisory 
Council Decision No. 51, dated 22.04.1999. 

2- Guideline “On internal audit in banks”, approved by the Supervisory Council Decision 
No. 107, dated 03.11.1999.

3- Regulation “On foreign currency open positions”, approved by the Supervisory Council 
Decision No. 59, dated 05.05.1999, amended by the Supervisory Council Decision 
No. 118, dated 01.12.1999.

4- Regulation “On cooperative banks”, approved by the Supervisory Council Decision 
No. 25, dated 29.03.2000.

5- The Supervisory Council Decision of the Bank of Albania No.26, dated 29.03.2000 
“On exemption of some entities from the application of the provisions of the Law “On 
Banks in the Republic of Albania”. 

6- Guideline “On interest rate risk management”, approved by the Supervisory Council 
Decision No.61, dated 05.07.2000.

7- Regulation “On bank’s investments in the equity of commercial companies”, approved 
by the Supervisory Council Decision No.42, dated 06.06.2001.

8- Guideline “On certificates of deposits”, approved by the Supervisory Council Decision 
No. 79, dated 03.10.2001.

9- Regulation “On controlling significant risks”, approved by the Supervisory Council 
Decision No. 78, dated 07.07.1999, and amended by the Supervisory Council Decisions: 
No. 119, dated 01.12.1999 and No.92, dated 05.12.2001.

10- Regulation “On market risks”, approved by the Supervisory Council Decision No. 
72, dated 02.06.1999, amended by the Supervisory Council Decision No. 98, dated 
19.12.2001.

11- Regulation “On credit risk management”, approved by the Supervisory Council 
Decision No.12 dated 21.02.2001, amended by the Supervisory Council Decision No. 
32, dated 08.05.2002.

12- Guideline “On banks’ conservatorship and receivership”, approved by the 
Supervisory Council Decision No.45, dated 12.06.2002.

13- Guideline “On banks’ liquidity”, approved by the Supervisory Council Decision 
No.04, dated 19.01.2000, amended by the Supervisory Council Decision No. 08, 
dated 12.02.2003.

14- Regulation “On licensing the savings-credit associations”, approved by the Supervisory 
Council Decision No. 11, dated 27.02.2002 and amended by the Supervisory Council 
No. 09, dated 12.02.2003.

15- The Supervisory Council Decision No. 58, dated 24.07.2002, approved to add the 
“banking activity related to gold and precious metals” to the permitted banking activities.



Banking Supervision Annual Report 2004-2005

Bank of Albania 63

16- Regulation “On licensing the foreign exchange bureaus”, approved by the 
Supervisory Council Decision No. 65, dated 30.07.2003.

17- Guideline “On reporting the foreign exchange operations”, approved by the 
Supervisory Council Decision. 69, dated 30.07.2003.

18- Regulation “On licensing the non-bank financial institutions”, approved by the 
Supervisory Council Decision No. 96, dated 26.11.2003.

19- Regulation “On foreign exchange activities”, approved by the Supervisory Council 
Decision No. 64, dated 30.07.2003, amended by the Supervisory Council Decision 
No.101, dated 10.12.2003.

20- Regulation  “On bank’s relations with related persons”, approved by the Supervisory 
Council Decision No. 100, dated 10.12.2003.

21- Regulation “On authorized chartered auditors of the banks”, approved by the 
Supervisory Council Decision No. 06, dated 29.01.2003, amended by the Supervisory 
Council Decision No.102, dated 10.12.2003.

22- Regulation “On banks and branches of foreign banks’ administrators” approved by 
the Supervisory Council Decision No. 120, dated 30.12.2003.

23- Regulation “On money laundering prevention” approved by the Supervisory Council 
Decision No.10, dated 25.02.2004.

24- Regulation “On granting a license to conduct banking activity in the Republic of 
Albania”, approved by the Supervisory Council Decision No. 71, dated 11.09.2002 
and revised by the Supervisory Council Decision No.03, dated 26.01.2005.

25- Regulation “On supervision of electronic banking transactions”, approved by the 
Supervisory Council Decision No.28, dated 30.03.2005.

26- Regulation “On supervision norms of non-bank entities conducting financial activity”, 
approved by the Supervisory Council Decision No. 60, dated 05.07.2000 and amended 
by the Supervisory Council Decision No.31, dated 27.04.2005.

27- The reporting system of the non-bank entities conducting financial activities approved 
by the Supervisory Council Decision No.32, dated 27.04.2005.

28- Guideline “On regulatory capital”, approved by the Supervisory Council Decision 
No. 57, dated 05.05.1999 and amended by the Supervisory Council Decisions No.21, 
dated 24.03.2004, No. 21 dated 24.03.2004 and No. 45, dated 08.06.2005.

29- Regulation “On capital adequacy ratio”, approved by the Supervisory Council 
Decision No. 58  dated 05.05.1999 and amended by the Supervisory Council Decisions 
No.86, dated 07.11.2001;  No.72, dated 11.09.2002; No. 30, dated 16.04.2003; 
No. 82, dated 08.10.2003; No. 22, dated 24.03.2004; No.22, dated 24.03.2004 
and No. 46, dated 08.06.2005.
 
30- The reporting system of the savings-credit associations, approved by the Supervisory 
Council Decision No.44, dated 08.06.2005.

31- Regulation “On supervision of the savings-credit associations”, approved by the 
Supervisory Council Decision No. 43, dated 08.06.2005.

32- Regulation “On consolidated supervision of banks”, approved by the Supervisory 
Council Decision No. 68, dated 28.07.2005.
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NOTES

1 The preliminary license was issued in January 2005 and the entity is in the 
final phase of completing the conditions for a definitive license.

2 The Bank of Albania approves or refuses the ownership transfer of the 
shares when the transfer is 10 percent or more of the bank’s capital.

3 Even though the National Commercial Bank was privatized in 2000, the 
increased weight of domestic government capital is explained by the equity 
increase in the Savings Bank in 5 billion ALL, from 9.3 billion ALL at the end 
of ’99 (the result is negative due to retained losses of the Savings Bank).  

At the end of ’99, the weight of the domestic paid government capital was 
41.7 percent, while the weight of the domestic government equity in capital 
was 27 percent.

4 Popular Bank.
5 For further information look at Annex II.
6 Direct control means that the amount of capital is over 50 percent.
7 According to INSTAT, the population of Albania was 3,102,777 people 

in 2003 and 3,119,543 in 2004.
8 Most of ATM users are administrative employees, as an initiative of the 

government authorities to decrease the level of cash used in the economy. 
9 The optimal value is the ratio 1/16, which illustrates the concentration 

of 1 bank in the conditions of perfect competition between the 16 Albanian 
banks operating in the system.  

10 Treasury bills investments of Albanian state are not included here.  
11 The weight decrease derives from the implementation of new calculation 

method for the estimated GDP. 
12 The Raiffeisen Bank was privatized in 2004. The focus has been on the 

implementation of the necessary structural changes. As a result, the lending 
activity was rather limited.

13 
Loan structure (in % to 
outstanding loans) December’03 March’04 June’04 September’04 December’04

Short-term loans 40.3 35.4 28.8 26.9 26.7 
Medium-term loans 29.6 33.1 35.7 35.9 35.3 
Long-term loans 24.8 25.5 29.3 31.2 30.9 

14 As a consequence, by the end of 2004 the weight of foreign currency 
loans is estimated to be about 85% compared to 80.5% of the previous 
year.   

15 See the section on “Capital Adequacy Ratio”.
16 These ratios are liquid assets to total assets and short-term assets to 

short-term liabilities.
17 The item “liquid assets” includes: cash in hand, transaction with the 

Central Bank, treasury bonds, transaction with other banks, with credit 
institutions and other financial institutions and securities (net).  

18 The indicator value was 107 per cent by the end of 2003.
19 The banks possess more liquid assets to invest in treasury bonds and 

placements at third entities. 
20 According to CAELS rating, a value above 15 per cent of the indicator 
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rates the bank as “fair”.
21 The weighted average interest rate, respectively the weighted average 

interest rate between deposits and loans in Lek, USD, and Euro  is used as 
current interest rate.

22 The indicator includes 4 categories of assets displayed in the table with 
the book value, weighted according to the respective risk by 0%, 20%, 50% 
and 100%. 

23 
The capital adequacy ratio in  % Banking system G1 G2 G3
December 2004 21.6 47.3 17.8 17.3
December 2003 28.5 72.0 21.4 23.0

24 Shareholders’ equity.
25 The percentage weights of the paid-in capital are calculated considering 

the revaluation differences as well. 
26 The decrease of the system’s capital reserves is explained by the decrease 

of the Raiffeisen Bank reserves as a result of their capitalization. 
27 The Popular Bank was licensed in 16.02.2004 and its activity began in 

March. 
28 The Popular Bank.
29 These expenditures are related to the administrative expenses, equipment 

expenses, other banking operating expenses, depreciation of fixed assets 
(tangible or intangible), etc.

30 NIM represents the ratio of net interest income versus average interest 
bearing assets

31 Since April until November, the base rates for the Lek have been decreased 
5 times, by 0.25 per cent or in total 1.25 per cent.

32 In the first half of 2005, cooperation agreements were signed among 
the Bank of Albania, the Insurance Supervisory Authority and the Securities 
Commission.  

33 The FSAP mission held several meetings with the Supervision Department 
discussing issues concerning the banking system, banking legislation and 
current situation of the banks. But the attention was focused on assessing 
the fulfillment of Basel Principles for an effective supervision. This assessment 
was conducted by Mrs. Gabriela Ferenz and Mr. Peter Hayward. During their 
stay here, they discussed all the Basel principles and required additional 
documents (for example: examination reports, examination manuals, analysis, 
banks’ strategies, etc). At the end, they prepared a preliminary report, and 
provided it for opinion. According to our judgment, this is a realistic report 
which presents a real picture of the banking supervision in Albania.

34 The methodology defines 5 assessment categories: 1- fulfilled, which 
means complete fulfillment or some small defects of the “base” criterion; 
2- widely fulfilled - some small defects are noticed, which do not suspect 
at the supervisory authority abilities for objectives achievement; 3- generally 
unfulfilled,  where there are some doubts on the possibility for achieving 
the principle fulfillment, but a notable progress for the defects’ adjustment 
is achieved ; 4- Unfulfilled, when, under the appraiser judgment it is not 
achieved any progress in the principle fulfillment; and 5- Not applicable.

35 Look at: Albania: Financial System Stability Assessment, including Reports 
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on the Observance of Standards and Codes on the following topics: Banking 
Supervision and Payment Systems – IMF August 2005.

36 The translation of International Accounting Standards is the responsibility 
of the National Accounting Board.

37 The net result from other operations should be reported about 104 million 
ALL more for the second quarter and 98 million ALL for the first one, while the 
operation expenses should be added to, for both periods, respectively with the 
same figures. This is due to an error in the report of Tirana Bank. 

38 Interest bearing assets and liabilities which cause expenses constitute 
the main part of the banking system balance sheet, which are respectively 
dominated by assets in ALL (mostly securities investments of Albanian 
Government) and deposits in ALL.  

39 The base interest rate of the American economy has increased several 
times during the analyzed period, while the base interest rate in the Euro zone 
has not changed. 

40 The weights in percentage of the paid up capital are calculated taking 
into consideration the revaluation differences as well. 

41 The contribution of the paid up capital by the end of the first quarter is 
evaluated about 1.2 billion of ALL, compared to the end of the year 2004. 

42 Capital adequacy ratio is calculated as a ratio of regulatory capital to 
risk weighted assets 

43 The indicator includes four categories of assets reflected in the table with 
weighted accounting value, respectively with 0 per cent, 20 per cent, 50 per 
cent, and 100 per cent. 

44 It refers to the composite weight of the banks by the end of 2004.  
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