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Albania 
The economic activity, employment and wages increase over 2023. The economy of Albania, 
which grew by 3.4% at the end of December 2023, was supported by both domestic and foreign 
demand leading to a higher activity in service and construction industry. The growth in domestic 
demand came from public consumption, followed by private consumption and investments. 
Positive contributions from foreign demand have been determined by the good performance of 
the export of services, reflecting the expansion of tourism activity. Fiscal policy had a counter-
cyclical nature over 2023, underpinning the improvement of fiscal positions and the 
strengthening of macroeconomic stability, through a better coordination with the normalizing 
monetary policy. As a result, fiscal consolidation was expressed through the reduction by 2.3 
percentage points of the budget deficit ratio to GDP, and enabled the drop by 5.3 percentage 
points of public debt ratio to GDP, which led to a fall to 59.2% by the end of the period. The budget 
deficit was mainly financed by both foreign and internal borrowing.  

Following the latest negative shock, caused by the poly-crisis of Covid-19 Pandemic and Russian 
aggression in Ukraine, Bank of Albania will continue to be dedicated to respecting its objective of 
price stability, by starting to normalise the policy rate and maintained an accommodative 
monetary policy and continued to implement its weekly monetary operations through the 
repurchase and the reserve repurchase agreement of seven-day maturity, mainly aimed to 
accomplishing the Bank of Albania’s operational objective: keeping the short-term interest rate 
in the interbank market close to policy rate.  

The banking sector’s assets expanded by 7% compared with the end of 2022. The share of foreign 
currency assets and liabilities to total balance is around 50% and has slightly decreased over the 
year due to a stronger increase in lending and deposits in lek. As at the end of 2023, the structure 
of the banking and financial system consolidated further to only 11 banks (five of which with 
Albanian capital and six with foreign capital. Of the latter, five originate from European Union 
countries. 40 non-bank financial institutions (NBFIs), 645 foreign exchange bureaus, 16 savings 
and loan associations (SLAs) and one union of SLAs. The share of the banking system in the 
economy, measured by the ratio of total assets to the Gross Domestic Product (GDP), remains 
high. This ratio increased by 2.0 percentage points in the second half of this year, standing at 
93.9%, but in annual basis this indicator remains 2.6 percentage points, which is related to the 
fact that the annual GDP growth rate was higher compared to that of the growth of the banking 
system's balance sheet.  

The most important indicator of supervision, the capital adequacy ratio of the banking sector 
appears on adequate levels in the year 2023, standing at 19.4%, which is 0.6 percentage point 
lower than the same period in the previous year. The performance of the indicator during the 
period was mainly affected by the fall of risk-weighted assets, mostly due to diminishing effect 
of the lek exchange rare appreciation, and the increase of the value of macro-prudential capital 
buffer for regulatory capital instruments and eligible liabilities. 

The banking sector recorded a positive financial net result of around ALL 32.0 billion. This result 
was 56% higher compared with the previous year. Activity in lek contributed around 2/3 to the 
growth of the net financial result. The growth in net interest income and other activities income 
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coupled with the decrease of expenses for loan provisions provided the main contribution to the 
increase of the banking sector’s profit. The increase in the profit of the sector is also reflected in 
the performance of the average profitability indicators of the banking sector: RoA and RoE 
climbed to 1.7% and 17.3%, respectively. The liquidity position of the banking sector is assessed 
to be in good levels, and continues to remain well above the threshold regulatory level. 

During 2023, the assets of the banking system grew by 5%, while credit portfolio increased by 
3%. The credit portfolio quality improved slightly during the year, as the non-performing loans 
ratio fell by 0.5 percentage points, reaching at 4.78% at the end of the year. 

Deposits held in the banking sector recorded high rates of growth over the period. Customer 
deposits of individual and business remain the main source of financing for the Albanian banking 
system, sharing 81% (80.7% in December 2022) of total liabilities. In December 2023, the total 
value of deposits in the system amounted to ALL 1.600 billion, recording 7% annual growth from 
the previous year. In annual term, the deposits in domestic currency increase by 7% and those in 
foreign currency by nearly 5%, while the share of the domestic currency in total deposits slightly 
increased to 46.6%, from 46.1% in December 2022. 

Total assets of NBFIs in December 2023 reached ALL 65 billion, increasing by ALL 7 billion, or 
12%. Assets of NBF is accounted for 3.3% of the total banking system assets. Credit portfolio 
accounts for the main share in the asset structure pf NBFIs, by 73%, with the rest is divided into 
liquid assets (14%), other receivables (9%) and (4%) are related to other assets (including durable 
assets). 
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