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Bank of Albania interventions in the money market and foreign exchange market  
over 2019 Q1
1. BANK OF ALBANIA INTERVENTIONS IN THE MONEY MARKET DURING 2019 Q1         
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 to 3 months
	REPO
Overnight

	3-Jan-19
	
	14.91
	
	

	10-Jan-19
	
	9.45
	
	

	17-Jan-19
	
	9.43
	
	

	22-Jan-19
	7.63
	
	
	

	23-Jan-19
	4.06
	
	
	

	24-Jan-19
	
	14.60
	1.99
	

	31-Jan-19
	
	9.57
	
	

	7-Feb-19
	
	6.89
	
	

	14-Feb-19
	
	9.79
	
	

	21-Feb-19
	
	11.19
	
	

	25-Feb-19
	
	
	1.92
	

	28-Feb-19
	
	10.40
	
	

	7-Mar-19
	
	10.09
	
	

	13-Mar-19
	
	13.36
	
	

	21-Mar-19
	
	13.64
	
	

	25-Mar-19
	
	
	3.96
	

	28-Mar-19
	
	16.16
	
	


In 2019 Q1, the Bank of Albania intervened in the money market through open market operations to inject liquidity. In 2019 Q1, the Bank of Albania conducted transactions in the secondary market of securities, which have affected the increase of banking system liquidity by ALL 0.60 billion.
Average daily injections through liquidity injecting operations with maturity 1-13 weeks fell at ALL 22.16 billion, against the average of ALL 37.50 billion in the last six months of 2018.  The amount of injections maintained the downward trend of ALL 32.30 billion at the of December, at ALL 17.50 billion at the beginning of March, to rise close to the average of ALL 22.08 billion at the end of the period.
The main factor supporting the fall of liquidity shortage was the positive effect in the banking system liquidity from the Government account at ALL 7.0 billion, the interventions of the Bank of Albania in the foreign exchange market with a cumulative effect of ALL 2.24 billion, and the increase of BoA's portfolio by ALL 0.626 billion. As a result of the increase in the currency in circulation the shortage decreased at ALL 800 billion.  
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 11.50 billion, or 52% of total injections in the banking system. Reflecting the downwards trend of the need for temporary injections at the lowest level since May 2016, the Bank of Albania has decreased injections with up to three-months maturity from ALL 14.30 billion at the end of 2018 to ALL 5.9 billion at the end of March 2019.
Chart 1 Bank of Albania interventions in the money market in 2016-2019 (nominal value)

[image: image1]
Source: Bank of Albania.
Like in the previous quarter, the overnight liquidity withdrawal fine-tuning operation was not employed during this quarter. The overnight liquidity-providing operations were employed in two cases, at the last day of the required reserve period, in January, at ALL 7.63 and 4.06 billion.
1.2 Operations to manage the banking system liquidity through Bank of Albania’s portfolio 
During 2019 Q1, the portfolio of the Bank of Albania increased by ALL 0.626 billion after purchasing through auctions ALL 2.15 billion and the mutual agreements at ALL 0.21 billion 12-month T-Bills, in which the holding share of BoA was low. In the meantime, one T-bill matured partially for the amount of ALL 1.8 billion, in which the holding share of the Bank of Albania was rather high.  Chart 2 shows that the impact of the portfolio’s value on the permanent liquidity of the banking system, in the last four years, has been minimal.

Chart 2 Portfolio size by year

[image: image2]
* Values in ALL billion

Source: Bank of Albania
1.3 Standing facilities
1.3.1 Use of standing facilities by the banking system 
Commercial banks used overnight deposits at the Bank of Albania consistently over the period, and for increasing amounts averaging ALL 7.1 billion, versus the average of ALL 5.1 billion in the previous quarter. Overnight loans were used in one case amounting to ALL 1.9 billion at the end of required reserve period, in March, versus five cases in the previous quarter.
2. Bank of Albania interventions in the domestic foreign exchange market during 2019 Q1
2.1 Transactions with commercial banks 
Pursuant to the Monetary Policy Implementation and Advisory Committee's decision dated 18.12.2018 to purchase foreign currency from commercial banks during 2019, with the objective to increase the international reserve, during the period, the Bank of Albania organised two auctions for purchasing foreign currency, in compliance with the published calendar for the year 2019.
Chart 3 Calendar of interventions for 2019
	Calendar of interventions – Year 2019

	 
	Date
	Amount in the first round (in euro)

	1
	15/02/2019
	3-6 mln

	2
	15/03/2019
	3-6 mln

	3
	15/04/2019
	3-6 mln

	4
	06/05/2019
	3-6 mln

	5
	24/05/2019
	3-6 mln

	6
	06/06/2019
	3-6 mln

	7
	20/06/2019
	3-5 mln

	8
	04/07/2019
	3-5 mln

	9
	18/07/2019
	3-5 mln

	10
	01/08/2019
	3-5 mln

	11
	15/08/2019
	3-5 mln

	12
	24/09/2019
	3-4 mln

	13
	18/10/2019
	3-4 mln

	14
	08/11/2019
	3-4 mln

	15
	25/11/2019
	3-4 mln

	16
	06/12/2019
	3-4 mln

	17
	16/12/2019
	3-4 mln


In the two auctions, EUR 18.0 million there are purchased, of which EUR 10 million were purchased in February and EUR 8 million in the auction of March. In both cases, the Bank of Albania employed the option of purchasing in the second round, as set out in the respective regulation. 
The detailed results of all auctions organised by the Bank of Albania are published at: 
https://www.bankofalbania.org/Markets/Operations_of_the_Bank_of_Albania/Interventions_in_the_foreign_exchange_market/
2.2 Transactions with other institutions
The amount of SWAP agreements with the Ministry of Finance and Economy increased in 2019 Q1 at ALL 14.40 billion, against ALL 4.5 billion at the beginning of the period, ALL 10.30 billion at the end of September 2018 and ALL 18.60 billion at the end of June 2018. 
Common purchases of foreign currency by international institutions were around USD 322.50 thousand, while EUR 240 thousand were sold to the DIA. 
� The figures are expressed in liquidity value.





� The value of portfolio for 2019 shows the BoA’s portfolio till 31 March 2019.
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