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ALBANIA C.BANK SAYS AIMS TO REDUCE COUNTRY'S USE OF EURO BY 10 PCT OVER 3-5
YEARS

- 15.02.2018

Reuters (14 February 2018)

Governor Gent Sejko said now was a good time to act, and cited the problems faced in Poland and
Hungary, where families and businesses borrowed heavily in Swiss francs only to see their
repayments jump when the Swiss franc surged 20 percent after the central bank scrapped its cap
on the currency.

In Albania, about 56.4 percent of all outstanding loans in the banking system were denominated in
euros as of December, while 53.5 percent of all deposits were in euros as of September, up 25
percent over the previous five years, the central bank said.

We aim by gradual measures spread over three to five years to do away with an unnecessary part
of the euroisation, which is 10 percent more than the right size, Sejko told reporters.

The bank announced increases in reserve ratios for foreign-currency assets, making it more
attractive to hold assets in the local lek currency.

We are doing this not to fight the euro but to stimulate the increase of our lek currency in the
economy, and this is mainly done to boost the flexibility and influence of monetary policy and
consolidate financial stability, he said.

He said Albanias bad loan problem was also due to lots of customers borrowing in euros and then
being unable to repay their debts when the local lek currency took a hit from the 2008 financial
crisis.

Albania has taken steps to reduce the balance of its unpaid loans, which at their peak accounted
for 25 percent of all outstanding debt, to 13.2 percent.

Since abandoning communism 25 years ago, European Union membership candidate Albania has
allowed the use of foreign currencies and adopted a free-floating exchange rate. About two-thirds
of its total foreign trade is carried out with EU countries.

The exchange rate has broadly been stable except for bouts of weakness in 1997 and 2008.

In a document outlining steps it plans to implement by June, the central bank said it would raise
the required reserve ratio for banks euro liabilities to 12.5 percent from 10 percent and lower the
rate for lek reserves to 7.5 percent from 10 percent.

It will also ask banks to increase the reserve requirement for liquid assets held in euros to 20



percent from 15 percent.

Banks will also be required to offer borrowers alternative loans in lek and to explain to them how
changes in the exchange rate could affect their payments and also mitigate this risk in mutually
accepted contracts.

https://www.reuters.com/article/albania-euro-cenbank/albania-c-bank-says-aims-to-reduce-
countrys-use-of-euro-by-10-pct-over-3-5-years-idUSL8N1Q44DR
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