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Albanian banks are moving from “Go Digital” approach toward — “Be Digital” approach

> Digital transformation is now a strategic imperative across Albanian banks

> Formal digital units and strategies are becoming standard practice

» Organizational readiness is improving, though adoption levels vary

Digital transformation Department
19.7

. 39.2

Yes, with a dedicated department

Yes, but integrated into another division (e.g., IT,

Retail Banking, Strategy)

No, managed on an ad-hoc/project basis

Reasons for investing in Fintech '25

Pressure from shareholders or group strategy priorities
(parent company directives etc.)

Expanding access and promoting financial inclusion
(reaching underserved or remote customers)

Growing internet and smartphone penetration in the
market

Strengthening cybersecurity and protecting customer data
from digital threats

Regulatory requirements and alignment with international
standards

Competitive banking environment (keeping pace with
peers and fintech challengers)

Enhancing customer experience and product innovation
(e.g., personalization, faster payments, embedded...

Improving efficiency and reducing operational costs
(automation, digital onboarding, cloud etc.)

Attracting and retaining younger generations of
customers

Changes in customer behavior and expectations (e.g.
demand for digital channels, self-service, convenience)
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New Challenges Emerge: Internal Barriers Now Dominate

Top 3 Obstacles (2025):

1 Cybersecurity concerns — 72% (1 from 31% in 2024)
2 Organizational resistance — 60% (1 from 31%)

3.  System integration gaps — 45% (1 from 22%)
?

2024 focused on customer barriers (cash preference, digital literacy) — 2025 = internal readiness.
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Technology Adoption
Projects'25
= Until Now u In the medium term uIn the long term Leaders and Emerging Players

= Fully Adopted:
= Mobile & Internet Banking: 100%

E-Banking: 90%
Digital Channels & Customer Infiesfafrecess & Efficdefdpdnotsl Analytics & Intellifdedity &Seagiyg /Frontier Tech
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Rapid Growth:
e Open Banking: 76% (was 20% in 2024) #
e Digital Identity: 61% (was 34%)

E- banking
Digital wallets

Big Data analytics

Cloud computing solutions
Open banking initiatives

recognition)

Core banking modemization
onboarding)

Artificial Intelligence Al/Machine Learning _
(e.g. Generative Al, ChatGPT-like Al tools)
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Chatbots [virtual assistants
Cybersecurity enhancements

Mobile banking applications

Future Focus:
e Blockchain: 84% plan long-term adoption

Robotic Process Automation (RPA)
Application Programming Interfaces (API)
Predictive modeling for risk/credit
Digital identity solutions (e-KYC, remote
Biometric technologies (fingerprint, facial
Blockchain/Distributed Ledger Technology
(DLT)
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Front-End Strong, Back-End Catching Up

Bank's Bussines Area Digitalization'25

The overall digitization degree of SIS
your bank

Risk management [

crecit

Payments |

el e e P2
back office

Customer service |
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Function Digitalization
Payments 7 100% High
Customer Service ¥ 64% High
Credit 1 42% High

Back-Office/Risk ® Lagging

Partnership Over Pure In-House

Implementation Approaches

combined spproaches |

Outsourcing 518 87.8
Partnership 2. Creationof Il 10.12
joint products
cooperation
Implemented In-house ‘6'94
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Ml Current Model:

e 90% outsource some functions

e 70% use hybrid (in-house + partnerships)

e 7% pure in-house (planning shift to 60% over 3 years)
Why? Speed to market + expertise access
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Fintech Projects

Operations

140
Sustainability/Green finance- Jjj 3
related fintech projects
120 115 b
Digital communication and F 14
100 confirmation with customers
Update of internal processes in — 31
80 73 support of business clients, etc
56 Digitalization of backoffice — 43
60 processes
40 38 39 39 Automation of document F 14
28 collection
20 17 Improving customer service F &
. through chatbots
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Operations Payments Credit Managements
u 2024 " 2025 of risks B i

115 Fin Tech Projects Underway: Investment Trend: Back-office digitalization projects tripled (15 — 43 projects)

Where the Money Goes:
. Payments — 56 projects (incl. 6 for SEPA)

. Back-Office — 43 projects (3x increase!)
. Digital Lending — 39 projects

J Internal Processes — 31 projects
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Risk Perception Evolves

Reputation &
Strategic Risks

Risks

& Legal Risks

Risks

Technology & Operational Compliance Business & Market

Risks associated with Fintech

Strategic misalignment (investing in technologies
not aligned with long-term business model)

Reputational risk

Cost overruns or unclear return on investment

Overestimation of market demand (low adoption
after investment)

Loss of consumers/ revenues

Other compliance and legal risks (e.g., data privacy,
consumer protection, cross-border rules)

Fraud and money laundering (AML/CFT) risks

Integration risks with legacy systems

Increased dependency on third
parties/vendors/outsourcing

System outages, technical failures

Cybersecurity and data breach risk
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What keeps banks awake at night

Top Risks in 2025:
e Cybersecurity: 45% (steady concern)

e Reputational risk: 33% A (new in
2025 — was 0%)

e Third-party dependency: 31%
(1 from 10%)

v Fintech competition? 86% rate
LOW risk

it
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What Banks Want from BoA

Support from BoA "25 The Bank of Albania support the digital

Engaging in dialogue and consultation with the transformation of banking system in Albania.
banking sector on digital transformation...

Supporting initiatives to expand financial
inclusion, especially for underserved...

Top Request:
Leadership on Standards

Promoting financial literacy and awareness on
digital banking services

Capacity Building
& Financial
Inclusion

Supporting partnerships between banks,
fintechs, and technology firms

#1 Priority: Facilitate interoperability
standards — 95%

(APIs, instant payments, digital
identity)

Facilitating interoperability standards (APIs,
instant payments, digital identity)

Innovation &
Market
Development

Creation of a regulatory sandbox / innovation
hub to test fintech and digital banking...

Other (please specify):
Other Key Requests:

e Regulatory sandbox: 62%

e Digital dialogue & consultation: 47%

Improvements to the Regulation on Foreign
Exchange and Remittances

Alignment of legislation with the EU Directives
and regulations (e.g., "Digital Finance...

Regulatory & Legal
Framework

Strengthening regulation on the protection of
customer data

Banks see BoA as an innovation
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