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FOREWORD BY THE GOVERNOR

The economic analysis has been focusing on the rapid rise in inflation, its 
factors, consequences and perspective, both in Albania and abroad.

The military conflict in Ukraine and the sanctions imposed on Russia, the 
imbalance between supply and demand after the reduction of restrictive 
measures to curb the pandemic, headwinds in production and trade chains, 
have been reflected in surging prices of food, energy products, costs of transport 
and commodities. This cocktail of factors drove inflation pushing up strongly 
across the globe.

Albania is no exception. The upsurge in prices in the international markets has 
led to a progressive increase of inflation in the first half of the year, peaking 
at 7.4% in June. This rise has been stronger and more rapid than our initial 
estimates.

In Albania, it was also driven by the growing demand for goods and services, 
noticed throughout the first half of the year. Economic growth in the first 
quarter resulted on the up side of our expectations. The expansion of Albanian 
consumption, investments and exports have reflected the flexibility of our 
economy, the soundness of financial balances, but also the high monetary and 
fiscal stimulus injected during the past two years. At the same time, the increase 
in demand for goods and services has led to an increase in production, sales, 
employment and wages, helping the budget of Albanian households and 
business.

This performance gives encouraging signals for the sustainability of economic 
growth, even in the face of a not at all favourable external environment, but 
it also increases the likelihood that inflationary pressures will become stronger 
and more stable over time. In our view, the main challenge of economic policies 
and private sector operators is the high level of inflation.

In this economic perspective, the Bank of Albania decided to take another step 
in its path toward monetary policy normalisation. At the end of the discussion 
of the analyses presented in this report and the forecasts accompanying it, the 
Supervisory Council decided to further increase the policy rate.

This aims to create the right monetary conditions for inflation to return to the 
target, within a reasonable time horizon and without affecting the perspective 
of positive rates of economic growth in the future.
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Price stability has been and remains the main mission of the Bank of Albania. 
Maintaining the purchasing power of our national currency, guaranteeing the 
value of the savings of Albanian households, supporting financial stability and 
creating the most optimal credit conditions for a long period of time, are the 
best service that our monetary policy can provide for the Albanian economy.

We are positive that the monetary policy stance is the right one, appropriate 
and sufficient for inflation returning to the target within a two-year time horizon 
and for bolstering the sustainable and long-term growth of the country. The Bank 
of Albania remains willing to take all necessary measures to fulfil this mission.


