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Bank of Albania interventions in the money market and foreign exchange market during  2020 Q1
1. BANK OF ALBANIA INTERVENTIONS IN THE MONEY MARKET DURING 2020 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
 < 3 months
	REPO
Overnight

	6-Jan-2020
	                     
	16.38
	
	

	9-Jan-2020
	
	15.62
	
	

	10-Jan-2020
	
	
	2.78
	

	16-Jan-2020
	
	15.54
	
	

	21-Jan-2020
	
	
	
	1.49 

	22-Jan-2020
	
	
	
	5.17

	23-Jan-2020
	
	
	
	3.68

	23-Jan-2020
	
	13.66
	
	

	30-Jan-2020
	
	15.33
	
	

	6-Feb-2020 
	
	12.19
	
	

	13-Feb-2020
	
	14.00
	
	

	20-Feb-2020
	
	16.02
	
	

	24-Feb-2020
	
	
	4.59
	

	27-Feb-2020
	
	16.88
	
	

	5-Mar-2020 
	
	13.73
	
	

	12-Mar-2020
	
	18.43
	
	

	19-Mar-2020
	
	23.00
	
	

	24-Mar-2020
	
	
	5.54
	

	26-Mar-2020
	
	21.75
	
	


In 2020 Q1, 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 amounted to ALL 31.26 billion, against ALL 31.26 billion in the previous quarter and ALL 22.16 billion in 2019 Q1. 
Liquidity shortfall has been ALL 32.70 at the beginning of the period and ALL 32.10 billion at the end of it, reaching the low level of ALL 22.40 in mid-February. 
Currency in circulation declined in January by around ALL 5.85 billion and increased in the period February-March by ALL 9.02 billion, becoming a factor in the net increase of liquidity shortfall during the period. Currency in circulation increased during March by ALL 4.26 billion more than in the previous year, and in the last 12 months. The cumulative growth reached ALL 20.67 billion, the highest level in 3 years. 
Foreign currency purchases in the domestic foreign exchange market of through auctions, carried out during the quarter, affected the increase of liquidity in the banking system by around ALL 1.70 billion, meanwhile foreign currency sales carried out in the last days of March have not affected the average of this period. 
The T-Bills’ portfolio of BoA increased by ALL 2.4 billion, after it decreased by ALL 1.6 billion in the previous quarter, by affecting the decrease of permanent liquidity shortfall of the banking system. 
As part of the measures taken to address the situation created by COVID-19, since the second week of March, the Bank of Albania has change the form of the auction from “variable price” to “fixed price auction”, where banks can borrow unlimited amounts with the same interest rate as the policy rate. BoA has continued to maintain one-week reverse REPO as the main instrument for an average of ALL 16.40 billion or around 60% of total injections, while only 40% of liquidity was injected through auctions up to 3 months. 
Chart 1 Bank of Albania interventions in the money market in 2016-2020 (nominal value) 

[image: image1]
Source: Bank of Albania.
1.2 Use of standing facilities by the banking system 
The banking system used overnight deposits at BoA consistently averaging ALL 6.76 billion, versus the average of ALL 6.20 billion and ALL 6.49 billion, respectively, in the previous quarters. The overnight loan facility was used only in one case for the amount of ALL 900 million compared with the 3 cases for the amounts of ALL 0.4-1.25 billion in the previous quarter. 
1.3 Operations to manage the Bank of Albania’s portfolio 
During 2020 Q1, the portfolio of the Bank of Albania increased by ALL 2.40 billion after the decrease by ALL 1.6 billion in the previous quarter. BoA aimed at increasing its portfolio during this quarter. The participation of banks in auctions was not sufficient to meet the auctions held, so at the end of March additional auctions were held where banks’ participation increased. During the period 8 auctions were held, 3 of which in the last 10 days of March where ALL 1.4 billion were purchased compared with only ALL 1.0 billion purchased in the previous 5 auctions.  
Chart 2 shows that the growth of government securities portfolio, during 2020 Q1, has been minimal. 
Chart 2 BoA’s portfolio in government securities
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Source: Bank of Albania.
1.3 Use of standing facilities
During the period, no operation of overnight liquidity injection was performed. Three liquidity withdrawal auctions were held for the amounts of ALL 1.50-5.20 billion.  
2. Bank of Albania interventions in the domestic foreign exchange market during 2020 Q1
2.1  Transactions with commercial banks 
Pursuant to the Monetary Policy Implementation and Advisory Committee's Decision dated 17.12.2019, to purchase foreign currency from commercial banks during 2020, with the objective to increase the international reserve, the Bank of Albania , during the period, organised 2 auctions of purchasing foreign currency, in compliance with the published calendar, as follows
:
Table 2 Calendar of Interventions - Year 2020
Source: Bank of Albania.
In the auctions organised by the Bank of Albania EUR 13.70 million were purchased, of which EUR 9.70 million in the auction held on 25 February 2020. The option of purchasing in the second round was used in the auction held on 20 March 2020.   
On 27 and 30 March 2020 after rapid depreciation of lek by 7% since the levels at the beginning of March the expansion of commercial banks’ spread at ALL 5 from the usual ALL 0.5 and the decline of trade volumes, the Bank of Albania intervened in the foreign  exchange market with the objective to avoid disorders. On 27 and 30 March were sold EUR 20.40 million. 
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/
[image: image3.emf]Date Amount in the first round (in euro)

1 21/02/2020 4-6 mln

2 20/03/2020 4-6 mln

3 15/04/2020 4-6 mln

4 7/5/2020 4-6 mln

5 21/05/2020 4-6 mln

6 5/6/2020 4-6 mln

7 19/06/2020 4-6 mln

8 3/7/2020 4-6 mln

9 17/07/2020 4-6 mln

10 3/8/2020 4-6 mln

11 21/08/2020 4-6 mln

12 25/09/2020 4-6 mln

13 22/10/2020 4-6 mln

14 6/11/2020 4-6 mln

15 20/11/2020 4-6 mln

16 4/12/2020 4-6 mln

17 18/12/2020 4-6 mln

* When the auction falls on a public holiday, it will be organised on the next working day.

Calendar of Interventions for 2020


2.3 Operations with other institutions
During 2020 Q1, there were no SWAP agreements with the Ministry of Finance and Economy (MFE). 
On 9 January, the Bank of Albania sold to the MFE EUR 56 million, following the agreement in 2019 Q4.  
Common purchases of foreign currency by international institutions were EUR 383,151.98 and USD 123,007.36 from IBRD, while EUR 1,825,836.07 were purchased by the European Union programme, IPA. 
� The figures are expressed in liquidity value.





�  At the beginning of April, the Bank of Albania announced the cancellation of auctions for 2020.  
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