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Dear readers,

You are reading the seventh edition of the
magazine “The Kosovo Banker”. It is my
pleasure to share with you this new edition,
which examines the modernization of banking
services and the increase of efficiency in the
banking sector of the Republic of Kosovo.

Throughout the world, banking services are
undergoing a significant transformation
through new technological opportunities
transitioning from manual services to virtual
or electronic services. This transformation
or modernization of banking services is also
happening in Kosovo. Kosovo's commercial
banks have invested significantly in advancing
these services during the past 15 years by
providing opportunities and access to banking
services in a faster, cheaper and safer way.

For clients of the banking industry, electronic
payment channels are increasingly necessary,
since they enable them to make the payments
whenever they need to do so, regardless of
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the time and working hours, facilitating this
service twenty-four hours. For this reason,
their use is increasingly growing, as can be
seen from official statistics. At the end of 2014,
the number of bank cards reached 813,026,
of which 83.4% have a debit card function,
14.9% have a credit card function, and 1.6%
cards with electronic money function.

The banking industry has a very good
infrastructure of terminals created and
distributed throughout the territory of the
Republic of Kosovo, through which transactions
are performed using bank cards. Compared to
2009, at the end of 2014 the banking industry
increased the number of ATMs by 46.9%. It
is important to to note that in addition to the
cash withdrawal service, the banking industry
has enabled different payments through ATMs
such as giro payments for mobile phone top-
ups, cash deposits, etc.
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In addition to increasing the number of ATMs,
the banking industry, has also increased the
number of points of sale or POS that help
businesses in Kosovo to further develop and
enable their clients payments with cards at
the points of sale. Compared to 2009, the
banking industry has increased the number of
points of sale by 78.0% or by 4,098 additional
terminals by the end of 2014.

E-banking account openings have also
marked a significant increase. Compared to
2009, the number of e-banking accounts has
increased by 285% at the end of 2014 and
simultaneously the value of transactions has
increased by 58% from 2013 to 2014.

All data and statistics show that the banking
industry in Kosovo is moving towards the
increase of the use of electronic payment
instruments, i.e. towards automation of
services and products that do not require the
physical presence of clients at bank counters.

These services are compatible with
contemporary developments that offer twenty-
four hour services, without interruption,
regardless of working hours and time, at the
same time offering safety and accuracy during
their use. Moreover, these developments help
fight money laundering and tax evasion that
are necessary for the economic development
of Kosovo. These are the main reasons why
electronic payment instruments have been

supported by banks in Kosovo and have shown
a significant increase in their use.

Given that not everyone is familiar with the
use of electronic banking services, commercial
banks together with the Kosovo Banking
Association have undertaken a project on
financial literacy of the banking clients in
Kosovo where an important component is the
use of electronic services.

On this occasion, I would like to thank
the commercial banks in Kosovo and the
European Fund for Southeast Europe (EFSE)
for supporting this publication, as well as a
deep appreciation and respect for the authors
and staff who contributed to the realization
of this edition, as well as our devoted readers
that motivate us to continue with further
publications.

Sincerely,

Pervit Balija
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WORKSHOP WITH
JOURNALISTS AND
COMMERCIAL BANKS

(THE SPEECH OF THE GOVERNOR HAMZA AT THE WORKSHOP

ORGANIZED FOR JOURNALISTS)

It is my pleasure to be here

today in this circle and I see this
as a continuation of our regular
communication on issues of
interest to our economy. Despite
being on different positions, when
talking about the economy, we have
a common goal which is the most
efficient utilization of resources
to ensure the acceleration of
economic development in the
country.

As it's known, in every country, the expec-
tations of economic agents have an impor-
tant impact on economic development. The
optimism of economic agents leads to higher
expenses and, consequently, promotes eco-
nomic growth, while pessimism of agents

leads to an economic activity slowdown. The
same applies to financial stability, where the
positive perception of agents strengthens the
financial stability, while negative perception
could undermine the stability of the financial
sector. For this reason, we highly appreciate
fair and open communication with the media,
because through you we enable the public to
understand right financial development in
the country and, on this basis, build rational
expectations on the current status and ex-
pected developments in the financial sector
and the economy in general.

Estimations and expectations of economic
agents with regards to the financial sector
are expressed with the degree of public trust
in the sector. Public trust is a very important
precondition for the sustainable development
of this sector. In this context, public trust is
particularly important for the banking sector,
knowing that banking entrepreneurship is
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largely built on trust basis. Banking institu-
tions operate with a very high degree of le-
verage, which means that they develop their
activity with mainly borrowed assets from
various sources, such as individuals, busi-
nesses and other financial institutions.

In Kosovo, we are pleased that banks enjoy
high public trust, a trust that is expressed by
the steady growth of deposits since the be-
ginning of the banking sector operation in
our country. In March 2015, the total value
of deposits in the banking sector of the coun-
try reached 2.57 billion Euros, recording an
annual growth of 5.9%. This steady growth
in deposits has enabled the continued expan-
sion of credit, which in March 2015 reached
a value of 1.9 billion Euros, representing an
annual increase of 4.3%.

In this regard, let me introduce you a review
of the key factors that have enabled the suc-
cessful development of the banking sector,
which continues to serve as the main basis
the public trust is built upon in this sector.

1. The Central Bank of the Republic of Koso-
vo, as the financial regulatory authority, has
implemented a sound licensing policy, which
has made it possible for the market to have
only healthy banks, whose market entry has
enabled competition growth and successful
banking sector development.

Despite being developed from scratch, open-
ing the market to foreign banks has made
it possible for the banking sector to quickly
adopt modern banking practices, including
bank risk management methods and the de-
velopment of banking products. Local banks
benefited from the presence of foreign banks
by successfully converging towards modern
banking standards.

2. Another important pillar for the develop-
ment of the banking sector is the regulatory
framework, within which various aspects of
the banking sector operation are regulated.
The main purpose of the banking regulation
is to define the principles that banks must
adhere in order to ensure that their behavior
doesn't harm the financial stability and thus
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neither the interests of depositors nor other
investors.

3. To ensure that banks' behavior is in line
with the regulatory framework, so as to en-
sure that their behavior is consistent with
the principles of sound banking entrepre-
neurship; CBK has consistently advanced the
banking supervision function, where the ac-
tivity of each bank is closely monitored.

Moreover, CBK continuously monitors the
state of the banking sector as a whole and
compiles analysis through which aims at
identifying potential risks that may threaten
the banking sector, and on this basis, prepare
for taking adequate measures. To be as trans-
parent with the public, CBK regularly publish-
es various materials, such as the Financial
Stability Report and other materials, which
provide detailed information on the situation
and development of the financial system and
the economy in general.

4. In the development and stability of the
banking sector, the development of modern
financial infrastructure has had an important
impact. In this regard, it is worth mention-
ing that CBK has developed an efficient and
secure payment system, which enabled an ef-
ficient functioning of the banking sector and
therefore the economy. Also, the financial in-
frastructure is enhanced through the credit
registry, which has improved the banking ca-
pacity to better manage credit risk.

5. In addition to the prudential behavior of
the banks themselves and the multidimen-
sional engagement of CBK for to development
and maintenance of the stability of the bank-
ing sector, the country’s macroeconomic sta-
bility has given a significant contribution. The
loan portfolio of the banking sector consists
almost entirely of loans issued domestically,
so any change in the macroeconomic perfor-
mance of the country is reflected in borrow-
ers’ solvency and, consequently in the finan-
cial stability.

Kosovo's economy has grown during recent
years, including the period of global crisis,
when many countries, including regional

4



5

FINANCIAL SECTOR

countries, marked economic contraction.
Macroeconomic forecasts suggest that Koso-
vo's economy will continue to grow in upcom-
ing years, thus creating conditions for further
development and preservation of the stability
of the banking sector.

6. All factors and developments I mentioned
so far, have given a very important contribu-
tion in building and developing the banking
sector we have today, which is among the
most stable banking sectors in the region and
beyond and fairly enjoys high public trust.

Going back to the numbers let me present
you some of the key indicators that reflect
the good health of Kosovo's banking sector.
Loan portfolio of the banking sector has a
very good quality, with the participation of
non-performing loans to total loans of just
8.2%, while the average growth of this indi-
cator is around 17% in the region.

Moreover, non-performing loans in our bank-
ing sector are covered by over 100% provi-
sions for potential loan losses, which means
that banks have allocated reserves in advance
for dealing with potential losses that may
arise from these loans.

The banking sector remains well-capitalized,
maintaining a consistent Capital Adequacy
Ratio of approximately 18%, which is a sig-
nificantly higher level than the minimum re-
quired by the Central Bank. The high level of
capitalization shows that banks have incorpo-
rated high amount of own capital, which can
be used to absorb possible negative shocks
without risking other investors such as de-
positors.

Also, the banking sector continues to have a
strong liquidity position, which means that
banks have high abilities to meet their short-
term liabilities, such as deposit withdrawal
requests. Banks' liquidity indicator remains
over 40%, which is a fairly higher level than
the required regulatory minimum of 25%. The
high level of stability of the banking sector is
also suggested by other analysis, such as the
stress-test, where banks in Kosovo are able
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In Kosovo's banking market,

nine banking institutions operate
today, 7 of which are funded
with foreign capital or represent
branches of foreign banks and

2 are banks established with
domestic capital. Moreover, in
2014 a foreign subsidiary bank
was given preliminary licensure.

to cope and hypothetic scenarios considered
under very conservative assumptions.

To conclude my remarks, once again going
back to the main question that I have been
asked and I would like to reiterate that the
banking sector should be trusted because we
have a sector with very high quality banks,
which have built advanced capabilities for
good banking management; we have a central
bank which has built advanced capabilities in
all areas of its operation to successfully im-
plement its legal objectives, where the main
aim is the preservation of the financial stabil-
ity; and we have an overall economic environ-
ment, which despite failing to ensure a rapid
development of the country, it has provided a
degree of stability that enables financial sta-
bility maintenance.

I wish you progress in this workshop and
confirm that the Central Bank of the Republic
of Kosovo is ready to respond positively to
such organizations aimed at enhancing com-
munication and cooperation between us in all
situations.
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Exclusive interview with the
Minister of Finance Mr. Hoti

1. In recent years, the trend of modern-
izing banking services in the country, re-
gion, and the world is observed. How do
you assess the modernization of banking
services by banks operating in Kosovo?

Until a few years ago, it was fairly stated and
concluded that the banking system in Kosovo is
quite limited in terms of diversity of products
and services offered to citizens. However, recent
developments show that banks in Kosovo are in-
vesting enough towards extending the range of
products and services and modernizing their op-
erations. This type of investment shows the seri-
ousness of the system in relation to the market,
but at the same time, ensures that the banking
system in Kosovo is on track with regional sys-
tems, and also the European ones.

In particular, I would mention the diversity of
electronic services, which in recent years have
contributed significantly in the way people com-
municate with banks. These types of services,
not only reduced the operational costs for banks,
but also saved citizens time in relation to the
services they performed.

2. Considering that this service advance-
ment offers citizens and businesses an
easier access to finance, how do you think
the modernization of services will impact
the overall economic development of the
Republic of Kosovo?

I would be more inclined to view the relationship
between the advancement of these services to
the economic development from the perspective
of improving bank efficiency, which allows for
a healthier banking system and consequently a
system able to further support the development
of the economic system. So, businesses and
citizens will benefit, not only through affordable

MR. AVDULLAH
HOTI

MINISTER OF
FINANCE

prices for banking services, but also through the
support the banking system makes to the econo-
my, especially through the credit activity.

3. Referring to the recent developments,
how do you think the banking industry im-
pacted the economic development of the
country?

As in every other place, Kosovo's economic de-
velopment largely depends on the level of in-
vestments, while investments are directly re-
lated to the availability of liquidity through the
banking system. And in this regard, banks have
had and expect to have a role of special impor-
tance. However, there are two issues here that
I would like to mention: 1) first, I think that
banks, through their credit policies, will have to
do more in terms of transferring lending from
financing trade, to sectors and areas that add
value to the economy, such as manufacturing,
agriculture, etc. and 2) second, is the basic prin-
ciple in economics that the level of investment
and consumption, directly depend on the cost of
financing, and in Kosovo, interest rates contin-
ues to be relatively high.
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I understand that there are a number of factors
that determine the cost of financing, but I think
that a series of reforms were undertaken to ease
the banking operation in the market. However, I
must say that over the past years, especially in
recent months, we have seen a very qualitative
decline in loan interest rates, and hope this will
continue. I am convinced that a lower interest
rate will stimulate more businesses to seek fund-
ing, and it will be in everyone's best interest.

4. According to recent assessments by na-
tional and international actors, Kosovo
needs to work on fighting (decreasing)
the informal economy and tax evasion. To
what extent do you think the banking sec-
tor has contributed to the reduction of in-
formal economy and tax evasion?

We are avoiding the word ‘war’, since the issue
of informal economy is addressed solely through
partnerships. We are convinced that the reduc-
tion of the level of informal economy doesn't
pertain only to the Ministry of Finance, Police,
or Tax Administration. Such an issue requires a
comprehensive approach in order for;

- Public institutions to fairly grasp the concerns
of businesses and citizens, and in this way to
address causes of problems before working on
consequences;

- Businesses and citizens to understand the ben-
efits of formalization, including their easier ac-
cess to finance; and

- Those not joining the system through formal-
ization, to recall the consequences of their infor-
mal operation

Ministry of Finance, together with all other rel-
evant institutions, is doing its utmost to reduce
the degree of informality. Recent tax reforms;
improvement of services to taxpayers; fiscal-
ization process, including the reimbursement
scheme for part of the tax to citizens; then added
transparency and accountability in how public
money is spent- I think that in a medium-term
period the level of informality will significantly
decrease.

I think that banks have a very important role in
this regard. Through their daily communication
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with businesses and citizens, banks should en-
courage everyone to join the formalization, since
such an act contributes directly to a more healthy
business for banks and society. I am aware that
some banks already apply preferential conditions
for businesses that have an adequate reporting
system, but I encourage all banks to do so.

5. One of the assessment criteria of the an-
nual report conducted by the World Bank
is also access to finance for businesses.
The World Bank report on doing business
in 2015, ranks Kosovo as 23 for access to
finance, do you think there is room for im-
provement in this area?

The ranking as 23 is pretty good, considering
that this ranking compares our country with all
countries of the world that are part of the World
Bank report. However, there was a decline in the
publication of 2015 compared to 2014 (in which
Kosovo ranked 19). Additionally, while the rank-
ing improvement would be good, if other coun-
tries continue with reforms while we stagnate,
our ranking may deteriorate. Therefore, reforms
required to ease access to finance should be on-
going, in order to preserve this ranking, or even
improve it.

6. Like any other sector, the banking sys-
tem has its challenges, whose addressing
would positively impact in improving the
quality of services and the performance of
this sector. There are a number of actions
that public institutions are undertaking,
and I think they will affect the way banks
operate. Among these actions, I would
mention:

Like any other sector, the banking system has its
challenges, whose addressing would positively
impact in improving the quality of services and
the performance of this sector. There are a num-
ber of actions that public institutions are under-
taking, and I think they will affect the way banks
operate. Among these actions, [ would mention:

- Reforms in the justice system, which will im-
prove the efficiency of this system, and it will
impact directly in the bank business

- Fiscal reforms, which are expected to have a
direct impact on the growth and expansion of
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businesses, and this means that we will have a
market with more potential for banks

- Initiative for establishment of credit insurance
scheme, supported by USAID, which will encour-
age banks for an added credit activity, etc.

Here [ want to add that given the level of liquidity
in the banking system, which is quite high, and
the effect of the reforms mentioned above, but
also those not listed, it is expected that banks
increase their credit activity. I mentioned above,
that a more pronounced increase of lending will
help businesses and citizens, but also banks,
given that the main bank revenues come from
interest on loans.

7. What strategy is the Ministry of Finance
following, since the time your government
started, to help businesses in Kosovo, par-
ticularly the banking industry, to improve
the environment of doing business?

The reforms mentioned above, such as chang-
es in tax policy, approved by the Government
which will soon be approved in the Parliament;
improvement of the way tax is administered;
governance reforms, etc., will positively impact
businesses and the economy, and consequently
the banking system. Moreover, reforms in the le-
gal system and initiatives to establish the insur-
ance credit scheme will directly generate posi-
tive effects.

FINANCIAL SECTOR

8. How is the securities market function-
ing in relation to the banking industry,
considering that the commercial banks are
the primary stakeholders buying in the
primary market?

So far, this market has progressed according to
plans. Keep in mind that securities issuance has
started relatively late and we have a lot to do.
However, a range of actions has been taken that
provided for a good start and it reassures us that
even in the following years, the securities mar-
ket will be even more successful. We have ex-
panded primary market actors, and further work
remains for the full functioning of the secondary
market. We are aware about foreign bank re-
strictions in relation to their exposure to invest-
ments in securities, and we will consider if in the
coming years, we will be able to make a solution,
so they have more room to invest in securities.
Of course this kind of investment is a matter of
bank strategy, but legal restrictions seem to be a
challenge for the moment.

9. What are your recommendations for the
banking sector and its impact in the eco-
nomic development of the country?

To continue improving the quality of services
they provide; further increase the diversity of
products and services, and obviously, what I said
above, to increase their credit activity.

8
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Technological innovation
encourages banks towards
transformation and
modernization of

banking services

We live in the XXI century, the
century of technological progress
and innovation. It's a fact that
today, technological developments
have given another dimension

to the way we live, how we are
informed, how we communicate
and how we perceive reality. For
generations, today it is difficult

to imagine everyday life and
professional work without a host
of electronic devices. In this
context, as in every other field,
the worldwide financial systems
have been subject to technological
advances and have rapidly adopted
the most modern technologies in
the field of communication and
providing services to clients.

The banking system in Kosovo is no exception
to this trend. It can be said with confidence that
in recent years this system has adopted modern
technologies, comparable to those of Western
European countries with admirable intensity and
speed.

What electronic services offer to clients?

It is indisputable that electronic banking ser-
vices offer comfort and convenience in a reality
where time is precious and no one wants to wait
in line at bank counters. Throughout the world,
electronic banking services are seen today as the
fastest, easiest and safest way to get information

ERIOLA
BIBOLLI

DEPUTY CHIEF
EXECUTIVE
OFFICER

PROCREDIT BANK

on products and simple banking transactions, as
well as to have access to money and payments,
24 hours a day, 7 days a week.

As a result, today banks have remodeled and
remain in constant process of remodeling their
branches. The number of commercial banks
throughout the world that are going through
the concept of providing service to custom-
ers through multiple sale channels is growing.
This means that banks are now trying to create
a whole ecosystem within their own infrastruc-
ture that captures customer financial needs and
through this system to offer the most appropri-
ate and comfortable channel for every clients’
need. Banks enable this only by proposing an
integrated offer of multiple sale channels, in-
telligent information systems, and adoption of
advanced technologies in the automation of in-
ternal systems. On the other hand, the consum-
ers are increasingly seeing the value of access to
their money 24/7, and appreciating the freedom
of being unlimited by the working hours of bank
branches. This trend is confirmed by the contin-
uously growing number of customers that have
contracts for electronic banking services and are
actively using these services.
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What are the multiple channels of provid-
ing banking services?

In summary, among channels used to provide
electronic services with complementary func-
tions include: Banking through bank branches,
electronic banking or e-banking, banking by
mobile phones, through call centers, banking
through debit cards, ATMs, point of sale termi-
nals (POS) and banking through 24/7 Zones.

What electronic services are provided by
the banking market in Kosovo?

For years, the banking sector in Kosovo has been
dedicated to enhancing the quality of services
for clients, and has intensified investment in
banking technology. Commercial banks through
the adoption of new technologies have enabled
access to businesses and customers in the glob-
al financial markets, and have aligned Kosovo's
economy with the global economy.

In this context, ProCredit Bank, the German
wholly-owned institution, has been the first
bank in the country to bring new technologies
in Kosovo in the banking industry and today rep-
resents a modern bank with advanced western
standards and technology. Among the most out-
standing achievements in the field of electronic
services and modern technology of ProCredit
Bank, it is worth mentioning:

1) Debit cards, ATMs and point of sale termi-
nals (POS), have been among the first electronic
sales channels offered by ProCredit Bank. In ad-
dition, the banking market in Kosovo is further
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enriched and developed, and the installation of
ATMSs and point of sales terminals has been fol-
lowed by all commercial banks. Today Kosovo
is ranked among the countries with the largest
coverage in the region per capita with ATMs and
POS terminals. At the same time, customers are
using debit /credit cards recognized internation-
ally, that enable payments and cash withdrawals
with high security. These card services can be
performed 24/7 within Kosovo and abroad.

2) For several years now, commercial banks in
Kosovo offer internet banking through e-Banking,
banking that enables customers unlimited 24/7
access to their bank accounts. ProCredit Bank
was the first bank to offer the electronic bank-
ing online platform, e-banking in Kosovo since
2005. This type of service operates completely
independently of the working hours of bank
branches and besides the high security, speed,
flexibility and convenience, the cost of trans-
actions executed through e-Banking is cheaper
than those realized in bank branches. Customers
can be easily informed about their account bal-
ances, execute payments, and transfer funds.

3) Also, the banking sector in Kosovo offers mo-
bile phone banking services or m-banking to
their customers. ProCredit Bank also offers a
comprehensive banking platform to the market
through mobile phones which offers all the stan-
dard services like the electronic banking plat-
form. With the advancement of communication
technology in the country, basically it means that
clients can access their accounts and perform a
variety of transactions at any time.

10
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4) Last year, the banking sector offered integrat-
ed zones of electronic banking services called
“24/7 Zone" as another important service chan-
nel, alongside the current network of branches.
ProCredit Bank again is the first bank in the
market that brings such an integrated concept of
providing electronic banking services.

This development represents an important step
towards the modernization and harmoniza-
tion of the banking sector with newest techno-
logical changes in the market. These zones are
open 24 hours a day, seven days a week, and are
equipped with ATMs and cash withdrawal and
deposit machines; additionally customers can
perform a range of payments of monthly bills,
phone services where clients can call the bank at
any time for any questions during the service of
many other electronic services.

These zones offer choice and flexibility to cus-
tomers to use the most appropriate channel for
their needs. Transactions are simple, easy and
have lower tariffs than bank branches.

The future of banking in bank branches

Despite the use of multiple sales channels and
electronic banking services, bank branches will
remain one of the most important channels for
customers. It is clear that through the branch,
customers will continue to be informed about
products and complex banking services, will re-
ceive the necessary information and advice for
banking services, and will continue to carry out
more complex and advanced transactions such
as opening accounts, information on alternatives
for savings, loan application for both business
and mortgage loans.

Likewise, bank branches will further continue to
be the main channel of raising awareness and
helping customers to understand electronic ser-
vices, and assisting them in their use. However,
in order to dedicate to a better and closer coun-
seling and complex product offering to clients,
banks must transfer the simple routine transac-
tions to 24/7 Zones and electronic service chan-
nels. Only this way, will the bank branch employ-
ees be able to fully dedicate to a higher quality,
closer, and more advanced service for clients.
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The challenge for the future

A challenge in the banking sector in Kosovo re-
mains the use of electronic banking services by
customers. Banks should improve their custom-
er experience in the use of multiple sales chan-
nels. They should proactively encourage massive
use of electronic services.

In this context, banks can use several mecha-
nisms to encourage the behavior of customers,
ranging from continuous information and educa-
tion of customers on how to use the advantages
of electronic banking services as well as through
more favorable prices of electronic banking ser-
vices.

Finally, a multi functional and integrated ap-
proach on providing electronic banking services
is the future of every banking sector in a century
where technological innovation knows no bound-
aries. Electronic banking services provide mul-
tiple benefits for the banking sector and custom-
ers in general. On the one hand banks increase
their effectiveness by processing a large number
of routine transactions through electronic ser-
vice channels and simultaneously focus their
staff in providing high quality and professional
advice to clients. On the other hand, businesses,
institutions, organizations and private individu-
als can meet their needs through a variety of
service delivery channels with a lower cost, with
unlimited 24/7 access to tools and highest com-
fort. As a result, bank customers receive prompt
and quality services, cheaper transactions, and
an overall benefit for all market participants.
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Electronic services and
mobile payments

The wave of technological
development is spreading with
high speed in all industries
including the banking sector. The
banking sector has continued

the innovation of products/
services and customers are closely
associated with their bank through
different channels: online services,
ATMs, smart phones or social
networks.

The banking sector is now moving in the di-
rection of digital channels and payments. The
branch network is being reduced because banks
are investing more in self-service options such
as ATMs with enhanced services, smart phone
applications for completing financial transactions
and other electronic banking services. Many
customers have now shifted from PCs to smart
phones to carry out the financial services men-
tioned above. Payments via mobile phones will
experience the largest increase yet, in 2015.

Laptops, smart phones, tablets are new tools that
customers use for banking services because they
want to obtain faster and more efficient respons-
es; thus having a daily communication. That is
why self-service digital channels are an impor-
tant gateway to stimulate customers to engage
more in the use of digital services.

Digital self-service channels are being used as
operational mechanism to reduce calls and de-
crease the volume of work in branches. Today,
the main goal is to provide customers with a bet-
ter experience. For this reason, customers now
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expect from banks to create new service oppor-
tunities that always save time and money.

According to statistics from Deloitte, in 2015, it
is expected that, not only banks, but also retail
companies (for individuals) and food services will
begin using mobile phones equipped with NFC
(Near Field Communication) to make contact-
less payments in stores. Merchants also benefit
from this payment method enabling customers
to complete faster transactions. Mobile phones
equipped with NFC reduce POS waiting lines.

And finally, by receiving payments through
smart phones, security risks for merchants and
consumers can be reduced. By using the NFC de-
vice, the token creates a unique code and sends
it from the telephone to the POS NFC device, and
card numbers cannot be transferred. Card data
that were used to make the payment through the
smart phone are stored in a network cloud or on
the phone making it impossible for the perpetra-
tors to obtain information. Or even if it happens
only information from one transaction can be ob-
tained, not more.

Kosovo banking sector is closely following global
trends with regards to new forms of payment by

12
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offering customers a variety of options/ servic-
es to pay online. The financial sector continues
to invest in new platforms to expand the range
of online services that customers can perform
as many financial transactions at ATMs, smart
phones and other channels to avoid direct con-
tact with bank employees. This helps clients per-
form transactions in the most private and confi-
dential way, and avoids waiting in branches.

However, Kosovo still has a small number of elec-
tronic service users in comparison to trends in
developed countries. We must continue working
to educate customers to use electronic banking
services in order for customers to gradually shift
from branches to online services, since the elec-
tronic management of cash is preferred more.

Nowadays, we as BKT have created a very easy
and fast system for customers to access bank
accounts through electronic services, wherever
you are, domestically and abroad. Ranging from
e-statements, transfer of funds, bill payments,
credit card payments, etc., all these are com-
pleted online, through our e-banking services.
E-banking customers can access from comput-
ers, tablets or their smart phones, enabling 24
hours access to the account, and wherever they
are. Furthermore, BKT is the first bank that has
signed an agreement with KEDS and RWC Pris-
tina for payment of bills online, allowing the debt
to be repaid in real time (immediately).

Moreover, we are present all around Kosovo with
a significant number of ATMSs, which apart from
withdrawals, provide other services such as tele-
phone pre-payments, PIN card changes, and soon
transfers and credit card payments.

In general, banks are very satisfied with the ser-
vices smart phones offer to their customers and
believe that this will generate new clients and
will increase the trust of potential clients. Pay-
ment systems via smart phones, simultaneously,
provide businesses with the ability to identify
new customers and collect information about
their purchases. Due to payments through smart
phones, industry support for further develop-
ment in technology, and customers' reliance on
their phones to perform transactions, statistics
for payments via smart phones will increase dra-
matically.
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Nonetheless, the online payment market carries
many challenges for the financial sector. Banks
need to adopt and comply with regulations that
request customer data protection and strong pro-
grams for risk management. Moreover, the finan-
cial sector is in competition with other industries
to be more innovative and agile to come up with
products/ services.

Banks should continue to monitor closely the
risks exposed by the participants in the payment
system through smart phones including: equip-
ment manufacturers, mobile operators, and third
parties involved in the creation of these appli-
cations. Also, there are security risks associated
with personal and financial data passing through
the system.

Business and product development teams should
be included in the risk management activities
from the beginning to avoid late approvals or
list of controls. Security risks must be identified
from the initial stages.

Realizing the complexity of online payments and
using an agile management approach, banks can
manage risk and comply with the requirements
of the regulator as well as reduce the time of
launching the product in the market and remain
competitive at the same time.

In conclusion, 2015 will be the year of online ser-
vices and payments through smart phones.
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Risk assessment before
iImplementing new

bank activities

The development of electronic
services brings various long-term
benefits to the bank. Applying such
services brings benefits one side
and opens room for new risks on
the other side. Considering the
concept of efficiency, providing
quality and fast banking services,
the bank will necessarily pass
through some changing processes
which can carry operational risk.

Under Basel II, operational risk of the bank “in-
creases” when it engages in new activities such
as defining /launching of new products but also
when changing internal processes. In order to
have the assurance that the bank considers
controls and manages these risks, several steps
must be taken before the implementation of
such services, considering these aspects:

e (onsideration of potential risks (inherent
Risks) and

* Appropriate controls must be added in order
to mitigate and minimize risks.

Specifically, in providing electronic banking ser-
vices the bank faces a set of specific risks, such
as operational, legal, reputational risk, etc.

The Bank should ensure that each product, ac-
tivity, process or new system passes through a
risk assessment. This would be possible by con-
sidering, as a minimum, some aspects such as
the information technology aspect, legal aspect,
information security and human resources be-
fore implementing changes. In assessing these
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factors, some potential risks may be identified
that can have an impact on internal controls in
the long term process. Thus, the bank ensures
that all risks have been assessed and all prepa-
rations and necessary tests have been complet-
ed prior to the implementation of new services.
This way, the bank identifies and addresses the
risks to some extent, before the implementation
of new services.

Operational risk

According to the Basel II definition, operational
risk is the risk of direct or indirect losses as a
result of inadequate internal processes, human
risk, external systems and events. Operational
risk may increase due to client fraud or inad-
equate design of services. Some of the possible
forms of operational risk are:

- Security risks (the adequacy and integrity in
systems)

- The risks from design, implementation and
maintenance of the system

- The risk of misuse of the products /services
from clients
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Security risks appear on the control of informa-
tion the bank operates with. One of the security
risks that banks may be faced with is unauthor-
ized access to the system. This means that con-
fidential information can be obtained by unau-
thorized persons. To minimize such risks, the
Bank may implement measures /additional con-
trols in order to mitigate this risk. Some of the
measures that can be taken are firewall imple-
mentation, passwords, encryption and verifica-
tion systems of clients, etc.

One of the risks of design, implementation and
maintenance of the system is when employees
accept changes with difficulty. Misuse of prod-
ucts and services by customers and /or fraud-
sters, is another source of operational risk. The
risk increases as a result of lack of security
measures during the use of electronic banking
services. Personal information of bank custom-
ers should be stored in such transactions. It is
extremely important to implement mechanisms
for emergency cases such as the Business Con-
tinuity Plan to minimize reputational risk that
may arise from unexpected events.

Reputational risk

Reputational risk is the negative risk from the
public that may result in losses or even custom-
er loss and eventually withdrawal of client funds

!
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from the bank. The negative effects can have a
material impact such as the long-term loss of
public trust in the ability of the bank to carry on
the business. The Bank can be safeguarded from
reputational risk by offering continuous banking
services in consistency with client expectations.

Legal risk

Legal risk results from the violation of applica-
ble laws and regulations in the country the bank
operates in. Money laundering concept is worth
noting. Thank Bank should ensure that the mon-
ey laundering aspect is considered in the elec-
tronic service banking processes, i.e. electronic
banking services should be implemented in ac-
cordance with the applicable laws and regula-
tion. To avoid legal and reputational risk, banks
should also implement the rules applicable to
the protection of customer data.

Taking into account the advantages of electronic
banking services, banks should ensure that vari-
ous risk aspects are being considered so that
these risks are mitigated as much as possible.
Effective mechanisms to respond to incidents
are very important to minimize operational, le-
gal and reputational risk, which may occur as a
result of unexpected events including internal
and external attacks.
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Payment Systems

- Reduction of cash and electronic
platform development in the banking

system in Kosovo

The burst in developments

and innovations in information
technology have led to
unimaginable advancements of
electronic instruments in the field
of payment systems, infrastructure
and financial services.

The Central Bank of Kosovo (CBK), in this regard
has taken proactive steps consistently and for
this purpose has drafted CBK's Strategic Plan
and Strategy for the Development of the Pay-
ment System that constitutes the roadmap for
the banking system of payments for financial
and non-financial institutions, for the govern-
ment sector and the general public.

So, considering that an economy with a high use
of cash increases informal economy, tax eva-
sion and crime in society, CBK and the relevant
stakeholders have undertaken initiatives and ac-
tions within the payment system, such as:

e Increasing transactions without the use of
cash,

* Studies and analysis on the current situation,
including the volume of transactions in cash
and non-cash, electronic payment services,
etc.

* Analysis of bank costs, generated by treat-
ment processes, deposits, security and trans-
portation of cash.

* Analysis of costs and potential benefits of
large institutions that generate and receive
payments, public service companies, busi-
nesses, etc.
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* Research on international experience and
best practices, analysis with a clear sense of
the gap between the current situation and the
goal;

Central Bank has shown continuous commit-
ment to support cash reductions through legal
infrastructure, which has helped increase the
security of systems and electronic instruments.
This is achieved:

* By implementing a series of regulations and
agreements in accordance with international
standards.

e Through the establishment of electronic in-
terbank clearing system that helped the CBK
- Commercial bank- Client relationship.

e By acting directly on creating payment
schemes that reduce cash transactions, such
as Mass Payments scheme, Kos Giro scheme
and Direct Debit schemes.

e By establishing the first connecting bridges
of cooperation with international companies
(Visa, MasterCard) and those operating in
certain regions (Quipu, Pay Link, etc.) to help

1  http://www.bgk-kos.org/repository/docs/2015/BQK-Plani%20Strategjik%202015-2019.pdf;

N

http://bgk-kos.org/index.php?id=122;
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the financial sector in Kosovo through techni-
cal assistance, organization of workshops for
informing the public, for education, training,
etc.).

Banks, businesses and individuals are one side
of the coin to serve the reduction of cash, while
the government with relevant administrative
structures, has a determinant role in the regula-
tion of this area.

Kosovo's government institutions have acted on:

e Mandatory account opening and performing
bank transactions for receivables in favor of
the consolidated budget of the state through
the banking system

e Performing payments and liabilities of public
and administrative services solely through
bank accounts;

Description Q1 2011

Number of

e-banking 86,102 110,974
transactions 39.2% 28.9%

Increase / decrease

Value of e-banking
transactions

220,741,836.94 209,803,358.24
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Kosovo's commercial banks in particular, have
been very proactive in terms of undertaking ini-
tiative and action for development and adoption
of modern technologies, comparable to those of
Western Europe.

Currently, more than 1.9 million bank accounts
are active, 123,978 credit cards, 704,359 debit
cards that can be used at over 9,408 POS termi-
nals, 503 ATM terminals, and 159,843 e-banking
accounts. During 2014, 9.1 million transactions
with a total value of about 6.8 billion Euros were
processed through the Electronic Interbank
Clearing System.

Statistics show the relevant figures for the past
five years, where we can conclude that there is
still room to work on increasing the use of elec-
tronic payment instruments.

Q1 2012 Q1 2013 Q1 2014 Q1 2015

Increase / decrease 53.2% -4.9%
Number of DD 859 2,349
transactions

Increase / decrease 134.1% 173.5%
Value of DD 555,113 2,409,702
transactions

Increase / decrease 14.1% 334.1%
Number of card 2,180,695 2,725,766
transactions

Increase / decrease 5.4% 24.9%
Value of card 182,011,488 211,092,545
transactions

Increase / decrease 8.4% 15.9%

200,446 309,409 472,813
80.6% 54.3% 52.8%
471,708,437.56 715,857,280.86 1,055,730,086.55
124.8% 51.8% 47.5%
2,834 3,981 3,714
20.6% 40.5% -6.7%
2,142,752 2,076,502 2,224,940
-11.1% -3.1% 7.1%
3,029,903 3,324,599 3,580,551
11.2% 9.7% 7.7%
233,886,942 261,206,247 320,877,802
10.8% 11.7% 22.8%
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Consequently, based on discussions with pay-
ment stakeholders within the project manage-
ment team for the reduction of cash, where the
real and social costs are analyzed to reduce the
use of cash payment instruments in the econo-
my, it is stated as follows:

* Banks and institutions, to engage in customer
literacy, with direct promotion of products,
marketing offered banking services (e-bank-
ing, debit cards, credit, m-banking, etc.);

* A significant portfolio of Payments System in
place is providing electronic payment options
for taxes, fees, etc. as well as other forms of
specific card payments for pensions or other
payment categories;

e Public service companies and other institu-
tions, to place POS terminals in their booths,
to enable customer payments through cards;

e Companies to offer better terms for custom-
ers who pay via electronic instruments, such
as Direct Debit, e.g. have bonuses allocated
to the customer who pays by direct debit or
have other advantages;

e Public service companies to offer the option
of payments through e-banking (Internet),
mobile banking, etc.

e Commercial banks to favor the payments
through electronic forms via fees, by offer-
ing lower fees for payments through bank ac-
counts and electronic payments;

As foreseen in the Strategic Plan, CBK is in the
process of;

e Implementation of the System for Real Time
Gross Settlement (ATS/RTGS+ACH), in accor-
dance with the latest international standards
ISO 20022, unique for national and interna-
tional payments, payments in either small or
large amounts, unique for SEPA and TARGET,
etc.

* Finalizing the analysis of creating the System
for Interbank Card Payment Transaction Set-
tlement with the aim of creating easier and
more favorable opportunities for citizens and
the economy in general, to use cards and re-
duce the cash in use.
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The advantages of establishing a processing cen-
ter for card transactions in Kosovo is considered
to lie on:

* Providing a unified POS and ATM that will of-
fer a more professional, planned, and efficient
presentation for banks and would be a good
reflection on the country;

* Ensuring flexibility for card usage and speed
in processing card transactions;

* Ensuring a cost reduction for commercial
banks, reduction of the number of terminals
(ATM and POS) in one location and have a
more organized and rational distribution (re-
allocation);

e Ensuring a reduction of costs for traders /
businesses, which means using only one de-
vice for card payments by reducing the large
number of POS equipment in sales centers
that currently exist;

* Enabling oversight of transactions and card
payment instruments, since currently only
statistics reported from commercial banks on
card transactions are available to the CBK;

* Fees and taxes arising from the activities of
the processing centers that commercial banks
use in Kosovo, do not pass into the budget of
our country since most of them are foreign,
where they are also registered as legal enti-
ties.

Therefore, for the CBK, government institutions,
commercial banks, businesses and public com-
panies, there is still work to be done in terms of
meeting the regulations, education-training, in
order to stimulate wider use as electronic pay-
ment instruments.

In particular, commercial banks as important
actors in the relationship economy - client -
cash are encouraged to act more aggressively to
boost competition in the banking market, to en-
hance the quality of banking services, to make
the possible reduction of tariffs/ provisions for
electronic payment services.
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Consumer Price Index (CPI)
and how the CPI is used

What is CPI?

The Consumer Price Index (CPI) is a measure
of the average change over time in the prices
paid by urban consumers for a market basket of
consumer goods and services.

What goods and services does the Con-
sumer Price Index (CPI) cover?

The CPI represents all goods and services pur-
chased for consumption by the reference popu-
lation. The KSA (Kosovo Agency of Statistics)
has classified all expenditure items into 83
classes of consumption further to 378 products
(elementary aggregate). KAS has determined
weight for each aggregated element and each
month collects prices for each elementary ag-
gregate. The expenditure arranged into 12 major
groups. Major groups and examples of catego-
ries in each are as follows:

- FOOD AND NON-ALCOHOLIC BEVERAGES
(Bread and cereals, Meat, Fish, Milk cheese
and eggs, Oils and fats, Fruits, Vegetables,
Sugar jam honey, chocolate and confection-
ery, Coffee, tea and cocoa, Mineral waters,
soft drinks, fruit and vegetable juices);

= ALCOHOLIC BEVERAGES, TOBACCO;
= CLOTHING AND FOOTWEAR;

= HOUSING, WATER, ELECTRICITY, GAS AND
OTHER FUELS (Actual rentals for housing,
Maintenance and repair of the dwelling, Wa-
ter supply and miscellaneous services relat-
ing to the dwelling, Electricity, gas and other
fuels);

= FURNISHING, HOUSEHOLD EQUIPMENT AND
ROUTINE MAINTENANCE OF THE HOUSE
(Furniture and furnishing, carpets and other
floor coverings, Household textiles, House-
hold appliances
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Glassware, tableware and household utensils,
Tools and equipment for house and garden
Goods and services for routine household
maintenance);

HEALTH (Medical products, appliances and
equipment, Out-patient services, Hospital
services);

TRANSPORT (Purchase of vehicles, Equip-
ment operations of personal transportation,

Transport services);

COMMUNICATION (Postal services, Tele-
phone and telefax equipment and telephone
and telefax services);

RECREATION AND CULTURE (Audio-visual,
photographic and information, processing
equipment, Other major durables for recre-
ation and culture, Other recreational items
and equipment, gardens, Recreational and
cultural services, Newspapers, books and sta-
tionery, Package Holidays);

EDUCATION;

RESTAURANTS AND HOTELS (Catering ser-
vices. Accommodation services;
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= MISCELLANEOUS GOODS AND SERVICES
(Personal care, Personal effects n.e.c., So-
cial protection, Insurance, Financial services
n.e.c., other services n.e.c.)

The CPI also includes taxes, such as sales and
excise taxes, that are directly associated with
the prices of specific goods and services.

The CPI does not include investment items, such
as stocks, bonds, real estate, and life insurance.
(These items relate to savings and not to day-to-
day consumption expenses.)

Total annual consumption expenditure is de-
fined as all domestic (within-country) mon-
etary purchases of the household sector. This
matches the NA category called Household Final
Monetary Consumption (HFMC) and means the
weights must exclude the value of consumption
of own production and costs for owner-occupied
housing. Until December 2014 the weights in-
cluded expenditure of only domestic consumers,
while from January 2015 are also include expen-
diture of nonresident consumers.

How is the CPI used?

The CPI affects nearly all citizens because of
the many ways it is used. The CPI is the most
widely used measure of inflation. It provides
information about price changes in the county
economy to government, business, labor, and
private citizens and is used by them as a guide
to making economic decisions. In addition, the
Government, and Central Bank use trends in the
CPI to aid in formulating fiscal and monetary
policies.

Real wages

It is important to distinguish between nominal
wages and real wages. If you are paid by the
hour, you are paid a nominal wage, which is
simply the amount of money that you earn per
hour of labor. If you earn Euro 20.00 per hour,
your nominal wage is Euro 20.00. However, the
nominal wage really doesn't tell you what your
purchasing power is because the nominal wage
isn't adjusted for inflation, which is a rise in the
general price level.
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Your real wage, on the other hand, takes inflation
into account. An increase in real wages occurs
when wages rise more quickly than inflation. On
the other hand, if real wages raise more slowly
then inflation, then your real wages - your
purchasing power - has declined. It is important
for you to know your real wage to determine if
an increase in your wage is actually increasing
your wealth, simply keeping pace with rising
costs, or worse, falling behind rising prices.

The real wage removes the effect of rising prices,
and shows us what the wage is really worth in
terms of purchasing goods and services. It helps
us compare wages in different years as well as
wages in different cities with different costs of
living. Let's go through several examples and
learn how to adjust wages for inflation.

Formula for calculation of Real wage

The formula to calculate a real wage is relatively
simple. Let's see how we can do it with the
consumer price index (CPI), which is readily
available online from the KSA (Kosovo Agency
of Statistics).

The consumer price index is one of several
indexes of consumer goods and services that
keep track of changes in the price level. You can
determine whether prices are rising or falling
year over year by reviewing the numbers. You
can use the following formula, along with the
CPI, to calculate real wages:

Real Wage = (0ld Wage x New CPI)/0Old CPI

CPI development, 2003 - 2014
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Example

The consumer price index is one of several
indexes of consumer goods and services that
keep track of changes in the price level. You can
determine whether prices are rising or falling
year over year by reviewing the numbers. You
can use the following formula, along with the
CPI, to calculate real wages:

Real Wage = (Old Wage x New CPI)/0Old CPI

858.50 is your purchasing power - how much
the 2011 wage (800) can buy in 2011.

To find out how much purchasing power you
gained or lost during the next year:

- Subtract: Purchasing power in 2011 of the old
wage minus the new wage

858.50 - 816 = 42.5

- Divide: Previous answer by purchasing power
in 2010 of the old wage

42.50 / 858.50 = 0.04950495 = 4.95%

(Move the decimal point two places to the right
to get a percentage. )

Is your real wage has fallen by 4.95% in 1 year.
In 2011, you are earning 95.05% of what you
earned 1 year ago, in terms of purchasing power.

You can calculate your real income or real
wage by using the Consumer Price Index (CPI)
reported monthly by the Statistical Agency of
Kosovo (KAS). The CPI shows overall changes
in prices of all goods and services bought by
households. (The index with the most up-
to-date figures is available from the KAS, at
http://ask.rks-gov.net)

Source: KAS
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Banking Clients Financial
Literacy project

In a conference organized by the
Kosovo Banking Association and
IFC as part of the World Bank
Group, the financial education
project for banking customers was
officially launched. Representatives
of the World Bank, IFC, the

Kosovo Banking Association,
representatives of member banks
and other participants attended the
conference.

In her opening remarks, Mrs. Syzana Dautaj
thanked the Kosovo Banking Association for the
excellent cooperation in this project

On the other hand, from the Kosovo Banking As-
sociation, Mr. Petrit Balija welcomed this project
and stressed the importance of financial literacy
once again. Among other things he said, by sign-
ing a cooperation agreement with IFC on July
2014, Kosovo Banking Association took the first
step of this project by demonstrating commit-
ment to clients' financial literacy. The goal of the
project for banking customer financial literacy is

to help increase the skills and knowledge of ex-
isting customers and potential banking custom-
ers in Kosovo on the basics of finance.

In the framework of this project, videos raising
awareness in the field of e-banking, smart bor-
rowing and product characteristics were pub-
lished. These videos are intended to increase the
financial literacy of clients making them proac-
tive customers who are well informed about per-
sonal finances, understand the characteristics of
banking products and thus make smart borrow-
ing.

o

Executive director of KBA Mr. Petrit Balija during his
speech in the conference
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FINANCIAL EDUCATION CORNER

Executive Director of the Kosovo Banking Asso-
ciation Mr. Petrit Balija said “within the financial
literacy strategy, KBA has supported the project
financially; while IFC, a World Bank member has
cooperated with KBA in implementing the Proj-
ect for Financial Literacy, in order to improve the
actual level of the financial literacy of the popu-
lation, specifically targeting existing and poten-
tial banking clients in Kosovo".

So that customers have a broader understand-
ing of personal finances, besides the awareness
campaign, the project for Banking Customer Fi-
nancial Literacy predicts free training provided
to bank customers in the following areas: per-
sonal finance management, smart borrowing
and savings.

During the conference, IFC officially handed over
the materials of the project to the Kosovo Bank-
ing Association.

On this occasion, certificates of gratitude were
distributed to all commercial banks in the Re-
public of Kosovo for their contribution in imple-
menting the Financial Literacy project.

SMART BORROWING

KEY PRODUCT FEATURES
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This project is supported by member banks of
the Kosovo Banking Association (Banka Eko-
nomike, Banka Kombétare Tregtare, Bank for
Business, IsBank, NLB Prishtina, ProCredit Bank,
Raiffeisen Bank and TEB Bank), IFC as part of the
World Bank Group, Master Card

IFC's official handover of materials for the project of
financial literacy to KBA




THE KOSOVO BANKER | JULY 2015

KBA NEWS

Committees at Kosovo Banking Association
elect the new Chairpersons

Within Kosovo Banking Association (KBA) ten
committees of different areas of the banking
sector function. The committees consist of re-
spective representatives of eight members of
KBA. Committees have very important func-

The newly elected Chairpersons are are:

Elected

. Institution
chairman

Committee

tions to address specific issues affecting the
better functioning of the sector. In the second
half of 2014 the new Chairpersons of several
active committees at KBA was elected.

Date of
Election

Elected vice

) Institution
chairman

Alban Hetemi ProCredit Bank 24 October 2014
. 17 December

Ilir Gaxha TEB Bank 2014

Rudin Lleshaj BKT 23 October 2014

Zana Rizvanolli

NLB Prishtina

22 September
2014

Compliance
and AML Ali Krasniqi BKT
committee
Legal ..

. ron Krasn: BpB
committee A8 1 p
Fmanc'e Rezak Fetai ProCredit Bank
committee
Marketing and  Antigona oo s

. . Raiff Bank

PR committee  Bejtullahu aitielsen Bt
Risk . Gem Maloku NLB Prishtina
committee

As it is defined by the work procedures of these
committees, the mandate of the new chairper-
sons is for two years.

Executive Director of KBA Mr. Petrit Balija and
KBA's staff take this opportunity to thank all

17 September

TEB Bank 2014

Besian Mustafa

representatives of all the past chairpersons
for their work and contribution given during
their mandate, and wishes success to the newly
elected leadership.
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Job Fair organized by KBA and EUICC

Approximately 200 young people whom are
currently attending or have obtained Bachelor
or Master degrees in relevant study fields, used
the opportunity provided by the Job Fair with
commercial banks held at the EU Information
and Cultural Centre in Prishtina to find out more
about employment or internship prospects in
the banking industry.

The Fair was held at the EU Information and
Cultural Centre (EUICC) in Prishtina in co-opera-
tion with the Kosovo Banking Association (KBA)
and was attended by five commercial banks:
Raiffeisen Bank, Pro Credit Bank, NLB Prishtina,
National Commercial Bank and isBank.

The representatives of the participating banks
presented their professional internship and em-
ployment opportunities to all interested indi-
viduals, while collecting CV's from those who
expressed interest for employment in the bank-
ing sector.

Job Fair gave students and graduates a chance
for one-on-one meetings with bank represen-
tatives tasked with recruiting successful can-
didates. In addition, the Fair provided a more

realistic overview of the labour market in the
banking industry, which is particularly attrac-
tive for young people. This way, the students
had the opportunity to learn that this is a very
competitive market and that they should devel-
op good professional competences for a career
in the banking sector.

The Executive Director of the Kosovo Banking
Association, Petrit Balija, underlined the impor-
tance of uniting efforts as key for alleviating un-
employment in Kosovo. “Jobs are the solution to
a vast array of issues that our young country is
facing. Therefore, it is paramount

that not only the Government of Kosovo, but
the private sector, nongovernmental organiza-
tion and civil society, universities and colleges,
and media get in motion so that all of us can
contribute to reducing the unemployment rate
and improve employment prospects for the
young people of Kosovo” stated Mr. Balija. The
Job Fair with commercial banks is a part of the
EU Information and Cultural Centre's campaign
for economic development. (Zeri, Kosova Sot,
Telegrafi, 27 February, 2015)
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The banking sector has improved significantly

On Friday, the Delegation of the International
Monetary Fund (IMF) Mission in Kosovo, who
are visiting Kosovo these days, met with officials
of the Kosovo Banking Association (KBA). Execu-
tive Director of the Kosovo Banking Association,
Petrit Balija, has declared that at the meeting
were discussed the achievements of the banking
sector in Kosovo and further opportunities for
improvement.

Moreover, improvements that should be made in
order to have better environment for doing busi-
ness in Kosovo were identified and discussed
with particular emphasis on the implementation
of contracts as an area that has stagnated sig-
nificantly in Kosovo and that it is vital for banks
and other businesses operating in Kosovo, as
well as foreign direct investments. In addition,
the banking sector has significantly improved
both in interest rates on loans and in keeping
non-performing loans at the lowest levels in the
region.

This indicates a good stability of the banking
industry in Kosovo and security for depositors,
added Mr. Balija. International Monetary Fund at
the meeting was represented by the IMF Resi-
dent Representative for Kosovo, Mr. Frank Lak-
wijk, Mr. Giuseppe Cipollone senior economist
in the European Department, Mr. Jason Weiss

economist - European Department, Ms. Alexan-
dra Zdzienicka, economist, Department of Strat-
egy, Policy and Review, Mr. Florian Misch, econ-
omist at Fiscal Affairs Department, Mr. Selim
Thaci, economist, resident representative office
in Kosovo and Mr. Jacques Miniane, head of the
IMF mission to Kosovo, European Department.

In this meeting, all Chief Executives of commer-
cial banks operating in Kosovo, members of KBA
were present. (News Agency Ekonomia, Kosovo
live, March 23, 2015).

The training seminars within the Banking
Clients Financial Literacy project

The training seminars planned within the Bank-
ing Customer Financial Education project have
been held during February 23 - 27, a project
initiated by the Kosovo Banking Association
(KBA) and to be implemented by the Interna-
tional Financial Corporation (IFC, part of The
World Bank Group). Respective officers from
KBA members have successfully passed the
training and were certified in two fields.

The first training lasted for two days and certi-
fied trainers from member banks on Training
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of Trainers, who will then hold training and
workshop sessions for their clients, on the top-
ics of Personal (Family) Finance Management,
Savings, and Smart Borrowing rules. The proj-
ect foresees to have more than 3000 clients and
other interested individuals trained by the end
of the two year period.

The second training, Training of Counselors,
lasted for 3 days and had the objective of certi-
fying the participants to train their front office
staff and client advisors specifically in properly
communicating with various clients, in order to
be able to comprehend the contract terms and
understand how their relations with the bank
function. During these two years the project
has other activities planned as well, including
campaigns in various media and awareness
raising activities, related to banking services
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Banking Customer
Education Project

Kosovo Banking Association meets with CBK
for the implementation of the Basel standards

Today, on April 3rd, The Kosovo Banking Associ-
ation represented by the executive director Mr.
Petrit Balijja and Legal Committee chairman Mr.
Agron Krasniqi, hosted in a meeting the project
team for the implementation of the Basel stan-
dards, chaired by Mr. Ralf Raab, Senior Advisor,
Department of Banking Supervision at CBK. This
meeting aimed to introduce the project for the
Implementation of the Basel standards, which
already is in full process and establish coopera-
tive relations between KBA, Mr. Raab and his
team which includes internal staff of CBK and
external consultants.

The objectives of the project for the implemen-
tation of Basel standards were presented during
the meeting as well as the forms of coopera-
tion with KBA. The executive director of KBA
Mr. Balija said for this meeting “This project has
a particular value for the banking industry in
Kosovo since it represents the fulfillment of in-
ternational criteria for the better functioning of
the banking system and further integration into
the international financial arena. This project
is being supported by the German organization
GIZ. (Botapress, April 3rd, 2015)
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Kosovo Banking Association participates at
the meeting of the parliamentary committee
for economic development, infrastructure,

trade and industry

Prishtiné [Maj 5th, 2015] -Kosovo Banking Asso-
ciation (KBA) represented by the executive di-
rector Mr. Petrit Balija attended a joint meeting
of the Parliamentary Committee for Economic
Development, Infrastructure, Trade and Indus-
try and Parliamentary Committee on Legislation,
mandates, and immunities, with the participa-
tion of the Kosovo Judicial Council and the Cham-
bers of Commerce, to discuss about business
disputes and the non-efficiency of the courts to

resolve their cases. KBA through an official letter
addressed in advance to the Committee for Eco-
nomic development, infrastructure, trade and
industry has addressed some of the challenges
facing the banking industry. In regards to this
meeting, KBA executive director, Mr. Balija said

“In addition to many other risk factors facing the
banking system in Kosovo, the justice system is
one of the important factors which significantly
increase the risk environment in which this sec-
tor operates.

According to the report of Doing Business 2015,
of the World Bank, Kosovo is listed in 138th place
for contract enforcement out of a total 189 coun-
tries in the ranking list, and this should change
in order for the banking industry to not face dif-
ficulties in the future. Parliamentary committees
committed to do all what is possible to resolve
these problems in the justice system that has
been identified by business associations and
chambers of commerce.

The performance and challenges of the
banking sector were presented at the
conference ‘Activating the Source of
Economic Growth in Kosovo'’

Prishtiné [15 maj, 2015] - Kosovo Banking As-
sociation, represented by the Chairman of the
Board of Directors Mr. Robert Wright attended
the first session of the conference ‘Activating
the Source of Economic Growth in Kosovo'. The

first session addressed the topic “Investment
for growth -Business environment and its limi-
tations', where among the panelists who came
from various institutions such as the Ministry
of Finance, World Bank, Institutes and various
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universities, Mr. Wright gave a presentation on
the performance and challenges of the banking
industry in Kosovo. Among other things in his
presentation Mr. Wright mentioned one of the
biggest challenges of the banking sector, but also
of other sectors in Kosovo, which is the contract
enforcement.

According to the World Bank evaluation, Kosovo
is ranked in 138th place in the Doing Business-
report, regarding contract enforcement, standing
so noticeably in a weaker position than the region
countries, and thus disabling the positive devel-
opments in Kosovo's economy. Meanwhile, the
Executive Director of the Kosovo Banking Asso-
ciation, Mr. Petrit Balija estimates that it is very
positive to support these debates and dialogue
platforms on economic development because in
this way we can identify the challenges and op-
portunities for further economic development.
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This conference was organized by Riinvest Insti-
tute and powered by Kosovo Banking Association
as one of the main sponsors, on the occasion of
the twentieth anniversary of the establishment
of this institute.

President of the Parliament establishes the
office for businesses at the Parliament

Prishtiné [ Maj 15th, 2015]- President of Kosovo
Parliament Kadri Veseli has announced that he
has decided to establish an office in the Kosovo
Parliament for business community in order for
businesses to have better access to the drafting
and enforcement of laws for economy.

Veseli announced this during the conference or-
ganized by the Kosovo Chamber of Commerce

with the topic “Dialogue and partnership with
the business community in drafting the legisla-
tion". On this occasion Veseli said that this deci-
sion is taken in order to draft the best possible
laws that would push forward economic devel-
opment. "I made a decision to establish an of-
fice for you at the Parliament in order to have
close access to MPs in drafting legislation for the
economy,” said Veseli. He added that this deci-
sion was made for two important reasons which
are making the best possible laws for economic
development through professional advices from
businesses and increasing the possibility of turn-
ing entrepreneurs’ innovative ideas into the best
laws for the economy.

Executive Director of the Kosovo Banking Asso-
ciation Mr. Balija, thanked President Veseli for
the opportunity given for this meeting and for

the opening of the representative office of busi-
nesses.

He added that the banking industry is facing
similar problems as other businesses in Kosovo,
where contracts are not enforced, where infor-
mality is high, and where the judicial system is
suffocated with unresolved cases. Business rep-
resentatives present at the conference

praised the decision of the President Veseli as
very important, noting that this initiative is very
important for business development and the
overall Kosovar economy.
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EFSE DF extends support to ‘The Kosovo
Banker’ magazine until end of 2016

EUROPEAN FUND FOR SOUTHEAST EUROPE

Frankfurt and Prishtina, [May 15, 2015] - The
Development Facility of the European Fund for
Southeast Europe (EFSE DF) will extend its sup-
port of ‘The Kosovo Banker' magazine until the
end of 2016.

The EFSE DF has been supporting ‘The Kosovo
Banker', which is published by the Kosovo Bank-
ing Association (KBA), since 2013 with financial
assistance as well as editorial contributions re-
lated to EFSE DF projects in Kosovo. The maga-
zine serves as an important tool for providing
reliable information on current developments
in the banking industry to the general public in
Kosovo. Published twice a year in Albanian and
English, ‘The Kosovo Banker' has a print run of
10,000 copies per issue and is distributed by mail
and together with the national daily newspaper
‘Koha Ditore'. It is currently the only magazine of
its kind in Kosovo.

In addition, the EFSE DF will provide funding for
one year to the ‘Banking Periodic’, a monthly re-
view of key financial sector indicators recently
launched by the KBA. Each month, the publica-
tion addresses specific issues of the financial
system with the main focus on the banking sec-
tor in Kosovo.

“Given that promoting financial literacy is high
on our Responsible Finance agenda, we value
this partnership highly”, said Markus Aschen-
dorf, Chairperson of the EFSE DF Committee.
“The KBA has proved a key partner in improving
the level of financial literacy in Kosovo".

“The banking industry in Kosovo is keen to pro-
mote financial literacy among its customers as

ﬂ':SE \Tg

well as the general public. This is the first project
of this nature and it is sure to play an important
role in enhancing financial education in Kosovo.
We hope that in future there will be other such
projects in which we can partner with many
other local and international organisations to
further advance this cause”, added Petrit Balija,
Executive Director of KBA.

About the EFSE DF

The Development Facility of the European Fund
for Southeast Europe (EFSE DF) was created in
2006 to support the EFSE's development finance
mandate. Its mission is to deploy effective, tar-
geted and innovative technical assistance to
maximise the impact and outreach of the Fund's
development finance mandate in its target coun-
tries. The capacity-building services of the EFSE
DF encompass capacity building and training,
financial sector support as well as applied re-
search with the aim to strengthen the internal
capacities and operations of the Fund's partner
lending institutions.

The EFSE DF operates independently from the
Fund in a fiduciary arrangement under Luxem-
bourg law. The DFC (Development Facility Com-
mittee) comprising members from KfW De-
velopment Bank (KfW), the Swiss Agency for
Development and Cooperation (SDC), the De-
velopment Bank of Austria (Oesterreichische
Entwicklungsbank - OeEB) and the Netherlands
Finance Company (FMO) is responsible for as-
sessing and approving all project proposals and
provides strategic guidance to the EFSE DFE.
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About the European Fund for Southeast
Europe

The European Fund for Southeast Europe (EFSE)
was initiated by KfW Development Bank (KfW)
with the financial support of the German Federal
Ministry for Economic Cooperation and Develop-
ment (BMZ) and the European Commission. It
aims to foster economic development and pros-
perity in Albania, Armenia, Azerbaijan, Belarus,
Bosnia and Herzegovina, Bulgaria, Croatia, for-
mer Yugoslav Republic of Macedonia, Kosovo,
Georgia, Moldova, Montenegro, Romania, Serbia,
Ukraine and Turkey.

As access to finance is a key success factor in
developing the micro, small and medium enter-
prise segments, the EFSE focuses on assisting lo-
cal financial sectors in strengthening their ability
to ensure adequate and sustainable financing.

The funding the EFSE provides as long-term fi-
nance primarily for micro and small enterprises
(MSEs) - but also for private households in the
form of home improvement loans - is channelled
to these loan customers through local partner
lending institutions. Supporting the EFSE's in-
vestment activities is the EFSE Development
Facility, which provides partner lending institu-
tions with technical assistance, consulting and
training services to build operational capacities
and professional management.

Initiated by KfW Development Bank (KfW) on
15 December 2005 from four multi-donor pro-
grams under its management, the EFSE is the
first public-private partnership of its kind and
the first privately managed fund in development
finance to leverage private funding for MSE fi-
nance in the target region.

Capital is provided by donor agencies, interna-
tional financial institutions and private institu-
tional investors, including the German Federal
Ministry for Economic Cooperation and Develop-
ment (BMZ), the European Commission (EC), the
Government of Albania, Small and Medium Busi-
ness Credit Support CJSC (SMBCS), a subsidiary
of the Central Bank of Armenia, the Development
Bank of Austria (Oesterreichische Entwicklungs-
bank - OeEB), the Swiss Agency for Development
and Cooperation (SDC), the Danish Internation-
al Development Agency (Danida), KfW as Lead
Investor, the International Finance Corporation
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(IFC), the Netherlands Finance Company (FMO),
the European Bank for Reconstruction and De-
velopment (EBRD), the European Investment
Bank (EIB), Sal. Oppenheim and Deutsche Bank.

Oppenheim Asset Management Services S.a r.l.,
Luxembourg, and Finance in Motion GmbH, Ger-
many, are, respectively, the EFSE's Fund Manag-
er and Fund Advisor.

For more information about the Europe-
an Fund for Southeast Europe, please visit:
http://www.efse.lu/

About the Kosovo Banking Association

The Kosovo Banking Association (KBA) repre-
sents the banking industry in Kosovo by cooper-
ating with the Government, the Central Bank of
the Republic of Kosovo, International organiza-
tions and civil society, the media and the public.
The aim of KBA is to support a healthy banking
system and open and fair competition as well
as financial education and literacy for banking
clients, and thus promote long-term economic
development in Kosovo.

KBA facilitates the cooperation between banks
while offering a single platform for discussing
new initiatives. It also identifies and reviews le-
gal and regulative initiatives, coordinates com-
mon activities for banking industry, and pro-
motes banking activities in front of the wide
audience.

Established in 2002, KBA is a main reference
point related to the issues that deal with the
banking sector in Kosovo. KBA represents eight
commercial banks: Banka Ekonomike, Banka
Kombétare Tregtare, Banka pér Biznes, IsBank,
NLB Prishtina, ProCredit Bank, Raiffeisen Bank
and TEB Bank. KBA is the voice of the banking
industry in Kosovo.
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ProCredit Bank donates 150,000 cotton bags

ProCredit Bank together with other similar
banks in the region have taken an environmen-
tal initiative which aspires to raise the aware-
ness of citizens to protect the environment by
reducing the use of plastic bags.

To this end, around 600,000 bags made of 100%
organic cotton have been distributed FREE of
charge - where 150,000 were given to citi-
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zens through our branches, shopping centers
and market chains. It is worth mentioning that
these bags have been produced in accordance
with the highest environmental standards,
proving further the very responsible approach
of ProCredit Bank to the protection of the en-
vironment.

The future is in your hands!

Banka Ekonomike gives a donation for the
construction of the Community Center for

Down Syndrome Kosova

During the organization of charity evening or-
ganized by the Down Syndrome Kosova Asso-
ciation, Banka Ekonomike has given a donation
for the construction of the center that will pro-
vide services for the community and children

affected with Down syndrome. This donation
is part of the continued commitment of Banka
Ekonomike for raising the awareness and social
responsibility of our society.
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BKT is committed for society

BKT carries out many environment, commu-
nity and social responsibility projects in order
to make a contribution to the society as well as
creating value for the country by paying taxes,
providing best products and services and em-
ployment opportunities. The outline of social
responsibility concept of BKT is based on "Pay
back to society” principle. From this point of
view BKT supports various art, sports and ed-
ucation activities directly or indirectly. BKT's
most important social responsibility instru-

%
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ments are sponsorships activities and several
charity works that reflect institution's respect
to society and its employees.

Raiffeisen helps Community Center

In a solemn ceremony, Mr. Helmut Breit on be-
half of charity fund H. Stepic CEE Charity Fund
(supported by Raiffeisen Bank International)
and Chairman of the Supervisory Board for
Raiffeisen Bank in Kosovo has handed in to Ms.
Elizabeth Gowing, founder of The Ideas Opposi-
tion organization the donation in the amount of
32.000 Euros. Through this donation, the Center
of communities in Fushé Kosové has opened a
kinder garden for Ashkali, Egyptian and Roma
children and other additional activities that will
offer new opportunities for education of these
children.

IFC and NLB Prishtina are working together
to increase energy efficiency in Kosovo

IFC, member of the World Bank Group, and
NLB Prishtina, part of the largest banking group
from Slovenia are working together to invest in
increased energy efficiency of small enterprises
and households in Kosovo. IFC will support the
bank to improve its internal capacity to find,
evaluate and fund the projects on energy effi-
ciency in the country. The advisory project with
NLB Prishtina is part of the Program for Financ-
ing Sustainable Energy by IFC in Europe and
Central Asia, implemented in partnership with
the Federal Ministry of Finance of Austria. The
program offers a wide range of advisory ser-

vices for financial institutions, their clients and
other stakeholders of the market in support of
investments in energy efficiency.
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Dielli TEB Open 2015

TEB commitment towards Kosovo youth comes
as a result of social responsibility that this in-
stitution has taken over. Since sport is a healthy
and effective activity for human body and brain
and considering the huge number of talents in
Kosovo, TEB bank is constantly supporting also
the tennis players of the country.

TEB has been supporting the “Dielli TEB Open”
tennis tournament for the last six years. This
tournament marked its 14th edition last year,
but the incentives by the bank has boosted
its value and professionalism. In this tourna-
ment, competition is taking place at two disci-
plines, singles and doubles. Top tennis players
in Kosovo are amongst participants. The sup-
port that the bank is offering is in full line with
TEB - BNP Paribas's sponsor policy to support
young players towards success on the pitch, in
school and life.
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BPB thinks about the children - supports
One to One Children’s Fund and the project
“Healthy teeth, happy children”

BPB continually reaffirms its commitment to
support projects that result in increasing the
welfare of the community that surrounds us.
BPB has supported the organization “One to One
Children's Fund" in order to allow children with
disabilities to have a pleasant environment.

Through this initiative, a kitchen and other
kitchen equipment were purchased for the chil-

dren's day center and painting materials supply
was enabled in order to engage them and have
fun in different activities. BPB also supported
the implementation of the project “healthy
teeth, happy children”, with the aim of promot-
ing oral health in 200 pre-school institutions
and primary schools in several municipalities,
for about 25,000 children - students.

Dhémbeé té
shéndoshé,
Fém{fe té lwtur

=] BPB
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Ziraat Bank comes to Kosovo

Ziraat Bank, the biggest bank of Turkey is a sov-
ereign bank (the Bank's share capital is 100 %
owned by the Turkish Undersecretariat of Trea-
sury) was established in 1863. The Bank is a full
service commercial and retail banking group and
provides a broad range of products and services
to more than 30 million corporate, commercial,
retail and international customers across Turkey
and select international markets.

The Bank offers its products and services to
its customers through a strong local franchise
amd international branch network, which as
of 31 December 2014 included 1,682 domes-
tic branches and 25 international branches (the
largest international service network of any
Turkish bank?). The Bank has subsidiary, affiliate
and joint venture operations in Germany, Bos-
nia and Herzegovina, Azerbaijan, Turkmenistan,
Uzbekistan, Kazakhstan and Russia. The Bank's
network includes seven subsidiaries in Turkey
which focus on insurance, leasing, pension,
portfolio management, securities brokerage and
information technology to complement its core
banking business.

According to the Banks Association of Turkey, as
of 31 December 2014, the Bank was the largest
bank in Turkey in terms of total assets (TL 247.6
billion), the largest in terms of total deposits (TL
153.3 billion) and the largest in terms of num-
ber of branches (1,707). As of 31 December
2014, the Bank had 23,617 employees.

KOSOVO

As part of its international banking strategy, the
Bank aims to continue to improve its interna-
tional presence in order to integrate products
and services of local units through a more cus-
tomer and marketing oriented business mod-
el; increase efficiency and profitability in the
countries in which it operates; contribute to the
development of commercial and economic re-
lations between Turkey and the host countries;
acquire a higher share of foreign trade financing
and channel trade transactions to the Bank; and
ensure that the Bank's international network
offers timely and efficient service to their cus-
tomers. The Bank's main focus has been on the

h:E Ziraat Bankasi

Balkan and Central Asian regions, as these areas
have strong trading and geographical ties with
Turkey.

The Bank, in line with its international banking
strategy, intends to provide corporate and retail
banking product and services through a well
structured and defided market and customer
oriented business model at Kosovo.

Bank is well positioned to address the needs of
its different customer groups with tailor made
products and services through an efficient and
focused marketing strategy, with the aim of es-
tablishing and further improving long lasting
customer relationships.

The Bank aims to obtain an increasing share of
foreign trade financing and maintain the advan-
tage it has with the largest international ser-
vice network of any Turkish bank, this stategy
will serve our customers at Kosovo to leverage
their business with any country Ziraatbank has
a presence.

The Bank's principal products and services to be
provided to its corporate and retail customers
include cash and non cash loans, financial ser-
vices related to import and export transactions,
trade finance, project finance, international
banking services (letters of credit confirma-
tions, letters of credit and promissory note dis-
counts, letters of guarantee issues, collections
and remittances), financial intermediation ser-
vices (provided through the Bank's subsidiaries,
affiliates and joint ventures).

The Bank envisages to expand its branch net-
work at Kosovo in due course of time.

3 According to data published by the Banks Association of Turkey
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Publications of the Kosovo Banking Association

“The Kosovo Banker"” is a publication of the
Kosovo Banking Association. The magazine is
published twice a year with the aim to proper-
ly inform the public on the banking industry in
Kosovo. For more information, please go the the

web site of the Kosovo Banking Association
www.bankassoc-kos.com.

Published magazines:

ket

e e : THE fE"_—
KoSavo '-_-,__ —
BINNER Sy

ﬂ{. Financing

Strategs
Smﬁn

KOSOVD

Kosovo

“Periodic Overview of the Financial Sec-
tor in Kosovo" is a monthly publication of the
Kosovo Banking Association starting with its
first publication in January of this year. Monthly
publications are comprised by data and general
overview of the financial system in Kosovo. Each

monthly publications will address specific issues
of the financial system which for main focus will
have the banking sector in Kosovo.
www.bankassoc-kos.com.

Monthly publications published so far:
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For more information on registration
or the programme, contact

Training Center at Kosovo

Banking Association at

038 246 17
kbtraining @ bankassoc-kos.com
www.bankassoc-kos.com
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TRAININGS DURING 2014

Operational Risk

SME: From Business Plan to Financing
European Foundation Certificate in Banking
Improving Customer Service, Sales and Negotiations
Fundamentals of Digital Marketing

IFRS

Credit Risk Management

Office Management

Relationship Management and Sales Techniques
Project Management

Fraud Detection and Prevention

Business Process Modeling

CISCO Cyber Security

FATCA

People Reading and Influencing skills

Leadership Skills and Habits

SHOOATA E BANKAVE TE KOSOVES
KOSOVO BANKING ASSOCIATION




