Bank of Albania interventions in the money market and foreign exchange market over 2022 Q4

1. Bank of Albania interventions in the money market over 2022 Q4
1.1. Open market operations and factors affecting liquidity shortage in the banking system
Table 1 Temporary open market operations 
(*in ALL billion
.) Source: Bank of Albania
(In ALL million1). 
	DATE
	R/REPO overnight
	R/REPO 1-week
	R/REPO
>1-week <3-month
	REPO
Overnight
	Total injected liquidity
	

	6-October-22
	
	25.35
	
	
	44.60
	

	     13-October-22
	
	16.46
	
	
	35.71
	

	     20-October-22.
	
	18.48
	
	
	37.72
	

	     24-October-22
	
	
	4.94
	
	36.51
	

	     27-October-22
	
	26.34
	
	
	44.37
	

	3-November-22
	
	21.77
	
	
	39.80
	

	   10-November-22
	
	18.83
	
	
	36.86
	

	   17-November-22
	
	25.32
	
	
	43.35
	

	   24-November-22
	
	30.27
	4.29
	
	46.33
	

	    1 - December -22
	
	34.04
	
	
	50.10
	

	9 - December -22
	
	23.96
	
	
	40.02
	

	15 - December -22
	
	37.23
	
	
	53.29
	

	22 - December -22
	
	41.02
	
	
	57.08
	

	27 - December -22
	
	
	6.52
	
	56.78
	

	 29 - December -22
	
	35.29
	
	
	51.05
	


In 2022 Q4, the Bank of Albania intervened in the money market through the open market operations to inject liquidity.
Average daily injections through liquidity injecting operations with maturity 1-13 week has continued to increase at ALL 44.60 billion, against ALL 43.9 billion, on average, in the previous 6 months. The average daily deficit during the quarter was ALL 8.30 billion higher compared to the average deficit of the last 5 years of ALL 36.30 billion.
Liquidity shortage has trended downwards by mid- November 2022, from ALL 47 billion to ALL 35.70 billion, mainly due to the MFE’s account effect through higher expenditures than revenues as well as the non-fulfilment of some auctions in the primary market of securities. In the second part of the period, the shortage has increased rapidly, to turn stabilizing in the last 2 weeks over ALL 50 billion. Liquidity accumulation in the MFE’s account by around ALL 23 billion in November 13 - December 22 and the increase in currency in circulation by ALL 9 billion in December, were the main factors driving to the surge in liquidity shortage. Meanwhile, the growth in the T-bills portfolio of the Bank of Albania by ALL 3.2 billion and the permanent injections of liquidity through purchasing foreign currency from the foreign exchange market for ALL 5.3 billion have mitigated this effect.
In the context of operations for the liquidity management in the banking system, the Bank of Albania employed its main instrument - the one-week reverse REPO - to inject on average ALL 27.05 billion, or 60.65%, against 55.4% in the previous quarter. The 3-month injections have been gradually reduced every month from ALL 19.25 billion to ALL 15.76 billion in anticipation of the shortage downfall in early 2023.
Chart 1 Bank of Albania interventions in the money market in 2016-2022 (nominal value) 
Source: Bank of Albania
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1.2 Use of standing facilities by the banking system 
The banking system has used the deposit at the Bank of Albania, on an ongoing basis, averaging ALL 9.94 billion, a similar figure to that of the previous quarter and upwards compared to the average of the first 6 months of the year, ALL 8.09 billion.
The overnight loan facility was used in 9 cases for the maximum amount of ALL 2.2 billion, against only 1 case in the third quarter, and five  5 cases for the amounts of ALL 30-450 million in the first quarter of 2022. 
1.3 Operations to manage the banking system liquidity and the Bank of Albania’s portfolio
During 2022 Q4, the portfolio of the Bank of Albania grew by ALL 3.2 billion, after the increase by ALL 600 million in the first 9 months of the year. At the end of the period, the value of portfolio amounts ALL 69.40 billion, against ALL 65.60 billion at the end of 2021.
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1.4 Use of fine-tuning operations
Two fine-tuning operations were conducted during this period for liquidity injections on 19 and 20 December 2022, respectively.
2. Bank of Albania interventions in the domestic foreign exchange market during 2022 Q4
2.1 Transactions with commercial banks
During 2022 Q4, as announced on December 21, 2021, the Bank of Albania has held 4 auctions for the purchase of foreign currency. The total amount of purchases in 2022 climbed at EUR 142.24 million. 
Calendar of market interventions
	 Calendar of interventions - 2022

	 

	 
	Date
	Amount in the first round ( in euro)
	 

	1
	18/02=2022
	5-8 mln
	 

	2
	17/03/2022
	cancelled
	 

	3
	13/04/2022
	cancelled
	 

	4
	27/04/2022 
	cancelled
	 

	5
	13/05/2022
	5-8 mln
	 

	6
	03/06/2022
	5-8 mln
	 

	7
	17/06/2022
	5-8 mln
	 

	8
	12/07/2022
	5-8 mln
	 

	9
	22/07/2022
	5-8 mln
	 

	10
	05/08/2022
	5-8 mln
	 

	11
	19/08/2022
	5-8 mln
	 

	12
	18/10/2022
	5-8 mln
	 

	13
	18/11/2022
	5-8 mln
	 

	14
	05/12/2022
	5-8 mln
	 

	15
	16/12/2022
	5-8 mln
	 


Notes: Aiming to increase the international reserve, during 2022, the Bank of Albania intends to buy EUR 140-200 million through auctions.
At the end of December, the Monetary Policy Implementation and Advisory Committee approved the amount to be purchased during 2023, and to change the decision for 2022 purchases. According to these decisions, on 13 December, the calendar for 2023 was announced pursuant to the following schedule.
	Calendar of interventions - 2023


	 
	 
	Date
	Amount in the first round (in euro)
	 

	1
	 
	17/02/2023
	5-9 mln 
	(1 mo FW)

	2
	 
	17/03/2023
	5-9 mln 
	(1 mo FW)

	3
	 
	11/04/2023
	5-9 mln 
	(1 mo FW)

	4
	 
	20/04/2023
	5-9 mln
	 

	5
	 
	11/05/2023
	5-9 mln
	 

	6
	 
	26/05/2023
	5-9 mln
	 

	7
	 
	09/06/2023
	5-9 mln
	 

	8
	 
	21/06/2023
	5-9 mln
	(1 mo FW)

	9
	 
	06/07/2023
	5-9 mln
	 

	10
	 
	20/07/2023
	5-9 mln
	 

	11
	 
	04/08/2023
	5-9 mln
	 

	12
	 
	18/08/2023
	5-9 mln 
	(1 mo FW)

	13
	 
	18/10/2023
	5-9 mln 
	(1 mo FW)

	14
	 
	17/11/2023
	5-9 mln 
	(1 mo FW)

	15
	 
	06/12/2023
	5-9 mln
	 

	16
	 
	20/12/2023
	5-9 mln 
	(1 mo FW)


 
Notes: Aiming to increase the international reserve, the Bank of Albania intends to buy EUR 125-145 million through auctions, during 2022.
Also, aiming to increase the international reserve, the Bank of Albania intends to buy EUR 160-220 million through auctions, during 2023.
When the auction falls on a public holiday, it will be organized in the next business day.
In this announcement, in addition to the published auctions’ dates and the respective amounts, those auctions in which will be used the forward option are published as well.
2.2 Operations with other institutions
During Q4, the MFE matured the SWAP agreement for EUR 40 million on 30 November 2022, while in the last days of the year, has renewed the existing agreements and has entered new agreements bringing the total number of SWAP agreements close to the agreed maximum limit of ALL 25 billion. The unmatured SWAP agreements are as follows:
1. EUR 79 million on 16 March  2023
2. EUR 50 million on 17 APRIL  2023
3. EUR 40 million on 20 October  2023
4. EUR 45 million on 30 November 2022 
In 2022 Q3, the Bank of Albania purchased EUR 6.35 million from IPA programme of the MFE and EUR 3.75 million from the IBRD.
�The figures are expressed in purchase price.
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