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DEAR READERS,

It is my honor to welcome you to
the third issue of “The Kosovo Banker”
magazine. In contrast to the two other
issues, this number is solely dedicated
to you, as it is distributed through the
daily newspaper “Koha Ditore”. As in the
first two issues, the third issue of The
Kosovo Banker will continue to address
important topics of the banking and fi-
nancial sector, in general, brought to you
by professionals and experts in related
fields, in order to unfold to you more ac-
curate and comprehensive first-hand in-
formation from people directly involved
in the scope of related activities.

Kosovo Bankers' Association is hap-
py to inform you that in the wake of
public information and its efforts to be
closer to the general public, this time
we have managed to significantly in-
crease the edition size of your maga-
zine.

In an open and competitive econ-
omy, in an environment dominated by
free thought and different perceptions,
we consider that the information, ex-
planations and data analysis, which can
be found in this issue of the Magazine,
will help and contribute to a better un-
derstanding not only of the business
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environment and the challenges facing
the financial sector, namely the bank-
ing sector, but also the overall economic
development in the country.

This issue contains articles written
by renowned authors and seasoned ex-
perts, such as the International Mon-
etary Fund (IMF) Representative for
Kosovo, representatives of the Central
Bank of the Republic of Kosovo, rep-
resentatives of the European Fund for
the Southeast Europe (EFSE), as well as
other experts with noteworthy experi-
ence in the banking sector. Some of the
topics you will see covered in this issue
are development of the payments sys-
tem in Kosovo, banking ethics, as well
as several other articles on a wide range
of activities of the Committees that op-
erate within the Association.

New to this issue are a series of ar-
ticles, which aim to provide information
and broaden the knowledge on specif-
ic banking products as part of our ob-
jective to improve financial education.

In conclusion, I would like to thank
all the authors who have been part of
this issue and whose contribution en-
riched even more the Magazine's con-
tent.

I wish you a pleasant read!
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RESPONSIBLE BANKING

Responsible banking, which
sometimes is referred to as
ethical banking, alternative
banking, or sustainable
banking, takes into account
the social and environmental
impact of its investments.

The dynamics of technological and scientific develop-
ments have facilitated easier access to banking services
for all strata of society. However, these dynamics do not
guarantee that the banking business will be cautious or
will assess its impact on society and the environment.
The recent financial crisis has brought to light the dam-
age that can be caused by negligent banking, and has
proven once again the need for a responsible and ethi-
cal approach in the financial sector.

Responsible banking, also known as ethical banking,
alternative banking, or sustainable banking, takes into ac-
count the social and environmental aspects of its invest-
ments and does not focus exclusively on maximising prof-
its. Responsible banks apply high ethical business standards
which, unlike conventional banks, do not just focus on the
customer's potential to repay the loan or on the regulato-
ry aspects of lending; they are also interested in the wider
impact of their lending on economic development, society
and the environment. Simply put, responsible banks con-
centrate on financing those projects or purposes that not
only increase the capacity of borrowers to repay the loan
or improve their living conditions, but which also have no
negative impact on society or the environment. Therefore,
responsible banking avoids promoting consumer lending,
which generally reduces the financial capacity of the bor-
rower and potentially destroys it.

Furthermore, responsible banking means avoiding proj-
ects that can have a negative impact on social development
and environmental well-being. To this effect, such banks
apply responsible banking practices and high ethical prin-
ciples to the benefit of both clients and society as a whole.
The sustainability of a bank is dependent on the environ-
ment in which it operates, and only a prosperous clientele
and a developing economy can ensure this sustainability.
All of which makes ethical banking more than just a moral
imperative - it justifies itself when viewed over a longer
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period of time rather than just from the point of view of
day-to-day business needs and quick profits.

How is responsible banking applied in practice?

This paper aims to highlight ethical banking principles,
their current application within the banking sector, and the
positive impacts on society and the environment which can
result when they are correctly applied.

Responsible banks adhere to the same rules and regula-
tions as conventional banks. But, beyond that, responsible
banking is based on ethical principles, which are applied
in their banking operations on a daily basis and which are
incorporated into each and every banking service. In this
way, these ethical principles guide the operations of a bank
as a matter of course and best practice.

With the aim of explaining how a comprehensive mod-
el of responsible banking operates, this article is based on
the current discourse on ethical banking principles, as well
as on the practices applied at the institution where I work.
This should not only highlight the current debate and the
positive impact of responsible banking in societies where
it is applied, but also the practical application of high ethi-
cal standards within the operation of a bank.

Among the many ethical banking principles, transpar-
ency and unambiguous lending policies are considered to
be of particular significance.

Transparency

As already mentioned, transparency is considered to be
at the forefront of ethical banking, meaning that an institu-
tion freely offers and facilitates access to transparent infor-
mation to customers and the general public. In this way, a
financial institution is open and uncomplicated.

Part of the business ethics of the banking industry are
also initiatives designed to inform and advise clients and
the wider public about the importance of not becoming
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overindebted due to choosing inappropriate banking ser-
vices that can worsen their financial situation.

Alongside this, financial institutions are required to be
prudent and responsible, basing decisions on sound finan-
cial analysis, the economic situation of clients, business po-
tential and capacity to repay, so that customers can benefit
from most appropriate banking services, including loans.
The importance of such a financial approach is further em-
phasised when we consider the recent problems experi-
enced in many countries caused by aggressive lending and
incomprehensible price structures. Because of this, it is
vital not to promote a culture of consumer borrowing. In-
stead, the promotion of a culture of saving and using pru-
dent banking services, which allow individuals and families
to increase their financial security, must prevail.

Lending

Lending is the dominant activity of commercial banks,
and as a result the promotion and development of lending
facilities for individuals and businesses are weighted par-
ticularly highly.

Where businesses are concerned, lending should serve
to support projects that have a higher return on investment
than cost of financing, and banks should advise customers
on the best investment options. But in the case of private
clients, banks should not promote consumer loans; because
by definition consumption does not improve anyone's fi-
nancial capacity, it tends rather to restrict it.

Being a responsible banking institution also means be-
ing aware of the impact that investments and loans have
on society and the environment. So, responsible banking
deals with and takes action on the implications of its lend-
ing policies.

Banks, with their intermediation role in the economy,
have an undeniable impact on the environment through
projects funded by businesses finance. This role demon-
strates the potential of banks to raise awareness among
businesses of the impact that they have on the environ-
ment. By conscientiously declining requests for funding
that would result in environmental damage, customers are
made aware of the detrimental consequences their activi-
ties have on society.

Therefore, it is essential to integrate environmental stan-
dards into the lending process by assessing the potential

environmental risk associated with each loan.

Banking ethics define the standards for determining the
environmental impact of loans, by ensuring that loan ap-
plications are assessed in accordance with strict environ-
mental criteria. The inclusion of environmental issues in
the loan approval process also contributes to the awareness
of clients towards environmental protection.

Green loans have already been introduced by responsi-
ble banks around the world, and they are available here in
Kosovo too. These are specially designed banking services
to promote investments in saving energy, renewable energy
and other environmentally friendly projects. For instance,
eco-investment loans are disbursed for energy efficiency
measures, with the aim of reducing energy consumption
and to foster the use of renewable energy sources.

The financing of such investments contributes greatly
to the promotion of environmentally friendly businesses
and houses, and at the same time stimulates the green
economy in Kosovo.

Internal performance

In addition to external environmental performance, re-
sponsible banking principles also ensure that environmen-
tal performance is taken seriously within the institution.
In fact, responsible banking places equal importance on
both external and internal performance. Here I would like
to mention the application and management of an internal
environmental system, which promotes a culture of envi-
ronmental protection inside the bank itself. This includes
investments in the design of bank branches to ensure the
efficient use of energy, avoiding the use of plastic materi-
als, introducing paper recycling, and more besides. An es-
sential component in this respect is staff training and in-
creasing awareness about saving energy, water and paper.

Practitioners of responsible banking

The debate on the wider application of responsible bank-
ing continues. But, what everyone agrees on is that a re-
sponsible bank cares about the impact that its investments
and banking activities have on society and the environment.
It does this by incorporating the principles of ethical bank-
ing into its internal policies and then, of course, ensures
that these policies are also followed by its staff, who are the
public face of responsible banking.
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The Banking Sector and
the Business Environment

Main idea: new country,
building new institutions,
including the financial sector
and the major challenges to
use the banking system as an
engine to support growth and
development of a productive
private sector in Kosovo

Trends and background
Kosovo is a very young economy that faces considerable
political and social challenges. Kosovo's financial sector
is dominated by banks and has expanded rapidly since
2000. Financial system assets as a share of Gross Do-
mestic Product more than doubled between 2003 and
2012. Commercial banks, account for more than 75
percent of total financial system assets and around 60
percent of GDP. The three largest locally incorporated
banks are subsidiaries of European banks and together
account for more than 70 percent of bank assets. One
of the three medium-sized banks is also foreign-owned.
The nonbank sector is represented by pension
funds, micro-financial institutions and insurance com-
panies. After banks, pension funds are the largest fi-
nancial intermediaries, and their investments repre-
sent about 20 percent of total financial assets. There
are also 14 small microfinance institutions managed
by nonprofit organizations, which are not deposit-tak-
ers. Although small, the microfinance sector is a key
lender to small businesses, agriculture, and low income
households, it accounts for 4 percent of the total loan
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portfolio of financial institutions. Finally, the insur-
ance sector is represented by one life and 10 non-life
insurance companies that together comprise about 3
percent of total assets.

The CBK is the single supervisor for all financial in-
termediaries. It issues banking and insurance regula-
tions, as well as prudential rules for the pension funds.
In spite of the fact that microfinance institutions are
not deposit-takers, they are also supervised by the CBK.

New country and new institutions

Kosovo is a new country and in the process of build-
ing its own domestic institutions, following interna-
tional standard and good practices in the respective
sectors of activity. It has been shown that part of the
development process of a country is the establishment
of appropriate institutions that support competitive-
ness, efficiency and enhance the productive sector of
the country. In this regard, building new institutions
is an ongoing process and they have to be established
from scratch in some cases, and they will transform as
the economy develops over the medium to long run.

In the context of the financial sector, establishing
the legal framework for the stability of the sector (new



laws, amend existing laws, transforming UNMIK regu-
lations into laws adjusted the current situation of the
country) is of the utmost important to settle the ground
for future. At the same time, there is also a need to ad-
dress inconsistencies in the current regulatory frame-
work and ensure coherence. Kosovo's legal system has
been developed afresh since 2000. To quickly build the
necessary institutional capacity, many public institu-
tions have received intensive international technical
assistance, including from the IMF that has been an
important partner in this area. To be realistic, receiv-
ing assistance from a whole set of different interna-
tional stakeholders may sometimes require more coor-
dination and consistency to enhance synergies among
them and in their role of supporting the authorities in
their endeavors.

In the middle of this setting, it is important to deal
with the most critical parts of the financial sector going
forward, taking into account the domestic capacities to
absorb and implement reforms. In this sense, the bank-
ing sector has a special systemic role, given its size and
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importance for the economy, and it is placed in the au-
thorities’ agenda as key in their design of policies and
reforms. Of course, other segments of the financial sec-
tor must also be looked at: insurance, pension fund, mi-
cro finance institutions, and non-banking institutions.

In the context of Kosovo, there is an additional as-
pect that has to be taken into account when analyzing
the financial sector in general. This is linked with the
choice of Euro and the implications on the role of fis-
cal policy and structural reforms.

Kosovo has unilaterally adopted the Euro as its legal
tender in 2002. While this supports stability by provid-
ing a strong monetary anchor and has generally served
the economy well, it places a premium on disciplined
macroeconomic policies, makes fiscal policy the main
instrument for domestic demand management, and im-
poses limitations on the central bank'’s ability to act
as lender of last resort. In this regard, advancing with
structural reforms to help build a strong productive and
competitive sector is of the utmost importance, and the
banking sector has a role to play towards that objective.
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Financial Sector Assessment Program and ma-

jor conclusions

In 2012, the authorities were involved, in coordina-
tion with the IMF and World Bank, in a Financial Sector
Assessment Program (FSAP). Such exercise allows a pe-
riodic assessment of the status of the financial sector,
and hints on the needs for future developments from
short to long term measures to be undertaken for en-
hancing the financial sector in general.

One of the major conclusions of the FSAP is that
although systemic risks appear to be manageable in
Kosovo, there are pockets of vulnerability. Kosovo
banks are exposed to macro-financial risks due to the
openness of the economy, limited scope to diversify,
and modest range of tools available to the authorities
to promote macroeconomic stability. Vulnerabilities are
exacerbated because of excessive name concentration.

The FSAP has concluded that the structure of the
economy (small and concentrated) puts some con-
straints on the ability for banks to diversify their risks,
coupled with the adoption of the euro, this puts limited
cushions for them to compensate for potential macro-
economic constraints. In addition, banks are vulner-
able to their highly concentrated portfolios and to in-
terest rate risk.

Issues going forward

The background presented above and the main con-
clusions from the FSAP point us to several issues that
the policy makers and the managers of the institutions
in the financial sector should pay attention going for-
ward. The first one is related to the need to diversify
portfolios, but it means also that government policies
towards strengthening the productive base of Kosovo
are set up contributing to the diversification of the
economy, improve levels of income, and advance with
public sector activities and investments that comple-
ment and increase more domestic production.

Second, Kosovo is in a stage of development in
which a dynamic process is still in process and in need
of a diversification of the structure of its economy. In
this context, it seems important that the banking sys-
tem develop instruments, services and products to sup-
port start up of activities. The banking system should
go beyond supporting or dealing only with existing or
established companies with credit history, they should
also support new businesses for potential new entre-
preneurs, meaning more flexibility of agents in the
banking sector and assume more risks, but with poten-
tial high payout and returns. Of course, the government

would also have to develop policies that are friendly to
business and creates initiatives for them to proliferate
and grow. This would be one way in which the bank-
ing sector would contribute to the development of the
private sector in Kosovo.

Third, Kosovo is an economy with a relatively high
level of informality. How to reduce informality and
contribute to the development of the financial sec-
tor? How the banking system can contribute to re-
duce informality? Here it is important to stress that
dealing with the informal sector should not be treated
as a scourge in the economy, but rather it should be
dealt with within the government's policy design and
the institutional framework. Of course this requires
some research to better identify the appropriate poli-
cies given the domestic setting and accordingly apply
suitable measures.

Fourth, most of the registered companies in the
country are in the group of small and medium enter-
prises (SMEs), therefore there is a need to link the de-
velopment of the SMEs with more employment and
consequently increased incomes, which contributes to
development of a middle-class in the country, and ex-
panding the size of the domestic market, which will af-
fect the environment for business.

Fifth, the FSAP conclusions point to the need

for more competition in the banking sector, as

a way to contribute to reducing interest rates

spreads.

Sixth, part of the process of building domestic in-
stitutions and enhancing more coordination among
the domestic institutions, there is a need to use more
coordination and training, in particular joint training
of domestic institutions. One example would be joint
training between staffs of the central bank and those
of the judicial system, making the latter more knowl-
edgeable of the financial sector issues and instruments.
One could go even further, the possibility of staff in the
judicial system to attend courses offered by the bank-
ing system to their own staff. These types of synergies
would improve the understanding of major constraints
in both sides and in this way enhancing the resolution
of issues in a more expedite and concerted way.

In conclusion, Kosovo is still developing its institu-
tions and the structure of the economy. In this process,
the banking sector has a special role in promoting the
productive private sector in conjunction with govern-
ment policies in order to help build and economy that
can face the challenges of the world economy.
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Development Facility of the European
Fund for Southeast Europe (EFSE DF)

Multiple and cross
borrowing: what
are your risks?

Today, customers enjoy access to more types of
credit services (loans, credit cards, overdrafts)
from a broader range of providers, thanks to the
development of the financial sector in Kosovo.
This means you can use several credit products
at once to meet your financial needs, sometimes
even from a variety of providers. Using differ-
ent credit products should not, in theory, pose
a risk to your household or business, as long as
the product's features match your needs and
capacity to repay. In practice, however, you risk
struggling with managing multiple repayments,
and even defaulting on your obligations — espe-
cially if you have multiple credits from multiple
providers.

A picture of multiple and cross-borrowing in

Kosovo

What is multiple borrowing? It means that
a client is repaying more than one credit con-
tract at a time. If these credits are taken from
different institutions, then the client is not only
multiple borrowing, but also cross-borrowing.

In close cooperation with the Central Bank of
Kosovo (CBK), the EFSE DF conducted research
on the risks of multiple- and cross borrowing
and client over-indebtedness in Kosovo!. The
study results show that while lower-income

1If you want to learn more on how people borrow in Kosovo
and what drives over-indebtedness and credit defaults

read the summary papers of research studies conducted by
Justyna Pytkowska (MFC) on behalf of the EFSE Develop-
ment Facility and in strong cooperation with the Central Bank
of Kosovo in 2011 and 2012, available at www.efse.lu in the
Responsible Finance Studies section.

(micro) borrowers usually take just one credit,
up to two-thirds of borrowers in higher-income
segments have more than one credit obligation?.
Where clients multiple-borrow, cross-borrowing
from different institutions is common - over
half of the borrowers with more than one credit
are clients of several institutions.

What are the consequences of multiple and

cross-borrowing?

Remember that by taking too many debts
you may become over-indebted, that you will
have to spend too much of your current income
on monthly repayments. It may also lower your
repayment discipline, because it's a challenge to
manage several (often unsynchronized) repay-
ment schedules.

In fact, Credit Registry data show that mul-
tiple and cross-borrowers are often more than
30 days behind in their repayments. On the
other hand, clients with different credits with
the same institution usually have the best per-
formance in terms of timely repayment. For ex-
ample, only 5% of clients with several credits
from the same institution are more than 30 days
overdue, whereas you'd be three times more
likely to be late with multiple credits if they
were from different providers (see Figure 1).

Interestingly, repayment discipline for cli-
ents with a single credit doesn't tend to be as
good as for those using a variety of credits from

2 “Micro borrowers” are defined as clients with credits below
10,000 Euro, the two upper segments are clients with credits
between 10,000 and 50,000 Euro.



1 THE KOSOVO BANKER
JUNE 2013

Figure 1: Repayment performance of multiple- and cross-borrowers: %

clients overdue for more than 30 days

% clients

16% -

14% 1

12% -

10% -

7%

8% -

6% -

4% -

2% 1

0% -

clients with
single credit

one institution. This could be because financial
service providers make sure that any additional
products don't overstretch client's capacity to

repay.

Why would you take more than one loan at the

same time?

Clients often have diverse needs which can
only be satisfied with different credit products.
Businesses take separate loans for investment
and working capital. Overdrafts can finance
short-term costs or simply smooth business
cash flows. Credit cards also let you make cash-
less payments.

The real risk begins if you take another credit
when you are already over-indebted and have

clients with multiple
credits from the same
institution

15%

5%

clients with multiple
credits from different
institutions

a problem repaying a current credit (usually
from a different institution). When this hap-
pens, multiple credits can solve an immediate
difficulty, but will make your long-term problem
with repayment capacity that much worse.

Why would institutions give new loans to cli-

ents with existing credits?

Banks offer a variety of different credit prod-
ucts to meet their current clients' diverse needs.
But they also try to attract clients away from
other institutions. In these cases, credit pro-
viders are more interested in “taking over” the
client than whether that client is at risk of not
being able to repay.



“The over indebted-
ness study provided by
EFSE was the first one
ever done in Kosovo
and it was done in close
cooperation with the
staff from the Credit
Registry of Kosovo. The
results were very use-
ful for purpose of as-
sessing the soundness
of the financial sector.
The EFSE was so gen-
erous as to hand over
the complete study
methodology to the
CBK, which will run such
studies in the future.
Results of these stud-
ies will help the CBK to
further strengthen its
risk based supervision
as well as to address an
Important component
of financial literacy—
debt literacy. Definitely,
people would need ad-
vice how to cope with
debt stress. Empirical
evidence from various
countries shows that
consumers often are
not aware of consider-
able cost they pay due
to financial ignorance.”

Gani Gerguri, former
Governor of Central
Bank of Kosovo
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How can you avoid risks arising from multiple

and cross-borrowing?

Multiple and cross-borrowing is risky, and
can lead to poor repayment performance or even
over-indebtedness. Importantly, the Credit Reg-
istry of Kosovo provides real-time, high-quality
information on the credit obligations of individu-
als and businesses, so that credit providers can
understand the scale and depth of debt for each
loan applicant. However, just because this infor-
mation is available doesn't necessarily prevent
financial institutions from giving too many cred-
its to one person. Providers should in the first
place be more prudent in assessing the repay-
ment capacity of cross-borrowers.

Beyond this, it's important that you as a cli-
ent are aware of the risk involved in multiple-
and cross-borrowing. Remember that misjudg-
ing your ability to manage multiple repayment
schedules can have serious consequences.

If you want to avoid defaulting on your debt,
make sure to use good financial planning of
your household budget and business cash flow
projections. This will help you to know whether
your future income will cover your repayments,
and where you might fall short. Sign up for a
financial education course (typically offered to
borrowers), get involved in awareness-raising
campaigns, and make sure to pick up brochures
and leaflets that promote good financial manage-
ment and planning. You should be able to keep
on top of your deadlines by running a repayment
calendar.

At the end of the day, you and your finan-
cial service provider need to work together to
help you avoid the risk of taking on too much
debt. Your institution should adhere to respon-
sible lending policies, especially in the case of
multiple- and cross-borrowers. And you should
be aware of the risks of taking on too much
debt, and learn how to manage your finances
(both household and business) to avoid those
risks. The tools you need to do so are available
— ask your financial service provider for help.
By working together, both you and your bank
will succeed!

If you want to learn more on how people bor-
row in Kosovo and what drives over-indebtedness
and credit defaults read the summary papers of
our research studies available at www.efse.lu in
the Responsible Finance Studies section.
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What Are the Achievements
so Far and What Ought to Be
Done Further in Developing
the Kosovo Payments System?

The path of initiative towards
creation and development

of a new payment system in
Kosovo was associated with
ever-growing willingness

and commitment to a better
tomorrow.

The Kosovo banking system consists of an effective
set of instruments and electronically-processed
payment services with execution of around 23
thousand interbank transactions amounted to over 26
million Euros a day, which are successfully processed
and cleared through Electronic Interbank Clearing
System (EICS) of the Central Bank.

Today, thousands of salaries, bills and benefit
payments of the Kosovo’s citizens, invoicing for public
sector suppliers, insurance companies’ payments, the
Kosovo Customs and KTA payments, and many other
payment categories and types, are executed in a fast,
safe and effective manner through the Payments
System of the Central Bank of the Republic of Kosovo.

Yet, not so long ago, some thirteen years
back, we started from scratch. Technical and legal
infrastructure was inexistent and the number and
value of transactions was equal to zero. The path of
initiative towards creation and development of a new
payment system in Kosovo was associated with ever-
growing willingness and commitment to a better
tomorrow. This was achieved in cooperation with
Commercial Banks that joined the Interbank Payments
System and helped in channelling transactions
through bank accounts. Substantial assistance in this
regard was provided by governmental institutions,
in particular the Department of Treasury/Ministry of
Finance, public and insurance companies, which by
nurturing a climate of trust in our new banking system,
simultaneously contributed to the standardisation of

GJYLFIDANE
KASTRATI-
KADRIJAJ

DIRECTOR

PAYMENT SYSTEMS
DEPARTMENT
CENTRAL BANK OF THE
REPUBLIC OF KOSOVO

bills as well as of payment methods and instruments.

We started with a simple manual clearing system,
the exchange of two to three orders on paper between
the CBK (then BPK) and the two/three commercial
banks initially operating in Kosovo. Firstimportant step
in this path of initiation and further development of the
system was the transition to the so-called Electronic
Interbank Clearing System (EICS), progressing ahead
with changes and unremitting achievements such as
the implementation of the Bank Account Numbering
System for all accounts of the banking system in
Kosovo, which significantly increased the efficacy of
the payments system and simultaneously opened up
opportunities for other developments and reforms. In
the wake of these developments and achievements,
was undoubtedly the implementation of Massive
Payments Scheme, which was inaugurated with
payments of the Kosovo Tax Administration and
advanced on with the recognition and development
of yet another new scheme of payments, the “Kos-
Giro”. The Kosovo Energy Corporation, the Post and
Telecommunications of Kosovo, the Kosovo Property
Agency, the Kosovo Customs and all Insurance
Companies operating in Kosovo, joined the scheme,
thus making it the promoter of the standard payment
processing and an automated settlement and account
coordination system. Yet another achievement was
the installation of the EICS in the Treasury/Ministry
of Finance, which was thenceforward followed by
the standardisation of the public revenues collection,
respectively the “Unique Reference Number (URN)”.
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In line with these achievements, and in spite of
development of more effective payment methods,
the implementation of the Direct Debit Scheme, for
periodic payments of different values, emerged.
But then again, in this regard, we still need a firm
commitment and close cooperation with commercial
banks, public utility companies, institutions and other
businesses to locate and make it possible to increase
the use of this product in the near future. More has
been expected from this payment scheme and
the challenge ahead of us remains to engage with
banks and companies in increasing the use of this
instrument, advantages of which are indisputable.
The following table shows some statistical data and
relevant comparisons to the payments system.

Seen from the perspective of growth within the
Development Strategy of the National Payments
System (NPC), we have set down the following
priorities for ourselves:

° Improving the technical and legal/regulatory
infrastructure to approximate the best
European practices in order to increase safety
and efficiency aimed at promoting the use of
electronic instruments and payment systems by
the public.

° Promoting the catalyst role of the CBK through
interbank cooperation, aimed at cash reduction,
mainly through the approximation of national
legislation with the Single Euro Payments Area
(SEPA) for cash-related services and electronic
instruments.

° Strengthening of a yet greater supervisory role of
the Central Bank over the payments system.
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Kosovo 20M 2012 lefer?:a/eo Krahasime
GDP 4.7 mil. euro 3.8%(f) 2,650 per capita
Lr;tli;ba”k transactions g 586 mil, euro 5,681 mil. euro 11.70% 3,129 per capita
Client accounts 1,675,824 1,770,986 5.70% 98.00%
E-banking accounts 68,990 97,089 40.70% 5.00%
Direct-Debit accounts 2,159 2,750 27.40% 0.20%
Number of cards 637,519 708,674 11.20% 39.00%
ATM 460 483 5.00% 266 per mil inhabitants
4,734 per million
0,

POS 7,534 8,592 14.00% inhabitants
1 E;Kae”k'”g transactions 515 089,663.00  1,499,093,438.23 23.10% 825.67 per capita
Card transactions value 965,501,131 1,077,060,401 11.60% 593.22 per capita

. Implementing the new Payment System, “Real
Time Gross Settlement - RTGS”, and adaption of
the existing massive payments system scheme,
Kos-Giro and Direct Debit, in accordance with
the international standards SWIFT 20022 and
SEPA.

° Implementing the Integrated System or a very
sophisticated intertwining of the RTGS with the
Securities System, Interbank Market, Treasury
Accounting System/Ministry of Finance, and so
forth.

. Implementing the System/Centre for Interbank
Card Payment Transactions Clearing;

Proactive engagement of initiatives to increase
the use of new means of electronic payments through
the National Payments Council and the project
management group for “Reducing Cash Transactions”
in Kosovo. In such wise, planning together with the
banking community and governmental institutions
the organising of information and awareness
programmes for the public; educational programmes
and promotional services for non-cash payments;
publications and leaflets for financial and broad-
spectrum education of bank clientele, and the like.

In conclusion, it is worth noting that the increased
use of schemes, instruments and innovative services
using advanced payment schemes and electronic
money, is influenced not only by the safety and
efficiency of payment systems, commercial banks
efficient services, competition promotion and
supervision, but also by the political and financial
stability and overall economic development.
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Overview: Bank Loan,
Main Source of Enterprise
Financing in Kosovo

Given the lack of capital
market financing
opportunities, banks remain
the main source of financing
of enterprises in our country.

As it is well known, enterprise financing sources are in-
ternal and external ones. Internal sources include pro-
prietary equity financing or retained earnings, while
the external ones deal with borrowings from outside
the company (short-term and long-term ones), includ-
ing financing from banks as an outside source of high
importance for the company and its operations.

Given the lack of capital market financing oppor-
tunities, banks remain the main source of financing of
enterprises in our country.

It is evident that companies have different finan-
cial needs as opposed to those individual ones. The
most common and typical reasons for an enterprise to
address the bank loans are for fixed assets and work-
ing capital funds, such as supply with goods through
a letter of credit or documentary credit that provide
for payment by means of a time draft; purchase of raw
materials and processing or packing materials; pur-
chase of equipment; expansion of activity; payment of
operating costs (e.g., utilities, salaries, customs, tax-
es), and so forth.

Hence, a business client requests a loan in order to
expand the continuous circulation of his income. Here
is indeed the basic difference with the individual loans
(individuals wishing to use the money for personal or
family purposes, without looking at creating extra in-
come), as enterprises look at the possibility of multi-
plication of income, so that part of the additional in-
come may pay interest and debt, thus creating a profit
which they reinvest thenceforward in the enterprise or
withdraw it in the form of dividends.

AHMET ISMAILI

BRANCH MANAGER
BANKA KOMBETARE
TREGTARE

It is very important to take into account the needs
of the company's fixed assets and working capital. De-
pending on these needs, the funding should be in line
with them, mainly in terms of time. Accordingly, fixed
assets should be financed with long-term loans, where-
as short-term loans can work for working capital needs,
credit lines or overdraft.

There are different forms of loans to enterprises,
which differ in purpose, maturity, form of payment,
etc. Thus, as of the manner of payment there are loans
which are paid at once at the end of their maturity
(Credit Line), loans in equal instalments throughout
their duration, overdraft - a product that pays inter-
est only for the days used, and so forth. A product that
should be given attention is also the documentary busi-
ness or financing through the provision of payment in-
struments, such as various types of bank guarantees
or letters of credit, which have lower costs than loans
and enable an efficient and secure fund, especially in
the export - import relations.

One of the credit products most commonly used,
especially by commercial and service enterprises, is
overdraft. In cases where the bank has established a
rapport of trust and has proven the solvency of the
customer, it can decide to save the client from going
to the bank for each and every short-term financial
requirement. In such cases the parties may agree on
the possibility of overdraft, i.e., the maximum extent
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to which the customer can use money from his busi-
ness account at the bank under particular conditions.
Normally this product requires very strict procedures
and monitoring in order to always being aware of the
liquidity of the enterprise.

Usually, enterprise loans for certain purposes are
permitted under dynamic investment plan or business
plan and depending on the activity of the enterprise
(e.g., manufacturing, trade, services, etc.). Depending
on the nature of the activity of the loan applicant, the
bank reviews and permits the loan, considering the
trends and current conditions of the segment in which
the client operates as very important, because, as you
know, the risk of failing to credit is not the same in all
economic activities. However, other loan conditions de-
pend on the activity of the enterprise (e.g., loan term,
grace period, the amount and type of interest rate,
etc.), which normally along with other terms in the
contract are made formal when granting the credit.

The main focus regarding enterprise loans concen-
trates on the purpose of the loan and creditworthiness
of the company, respectively the loan applicant’s ability
to repay the loan on time, reaching its objectives simul-
taneously. It is very important that in cases of enter-
prises financing loan the repayment period responds
to the nature of the investment, but at the same time
it should be limited by the borrower's paying capacity.

Most enterprises have their own experiences in re-
lationships with lending banks, but let us mention the

fact that it is very important to take into account the
aforementioned issues before the enterprise address-
es the bank loan.

In this regard, the fact of the developmental stage
of the enterprise must be taken into account, namely
find out whether it is in the initial or growth stage and
be able to document its factual financial position and
performance. In order to be able to measure the cred-
itworthiness of the enterprise, banks require financial
statements of previous periods of time (2-3 years) to
see the operation of the enterprise and to assess the
situation and its financial performance. Audited finan-
cial statements have become a necessity nowadays, es-
pecially when it comes to large financing.

A projection or financial planning (pro forma)
would be welcome in this process, including the effect
the required funding is expected to have.

By cooperating in partnership, the client and the
bank must have the same goal: a cooperation that
brings benefits and increases the value to the borrow-
er and interest income for the bank. Loss and difficul-
ties do not bring any good to any party.

In conclusion, we would like to mention that ap-
proximately 70% of the total banking system loans be-
longs to enterprise loans. Therefore, such funding role
of banks is rather important for enterprises and their
intentions in a market with ever-growing competition
and where the need for investment and development
is imperative.



1 THE KOSOVO BANKER
JUNE 2013

What is FATCA?

Foreign Account Tax Compliance Act, hereinafter FATCA, is
the legislation written in order to specifically address the
avoidance of tax evasion by US persons through Foreign Fi-
nancial Institutions. Therefore the goal of FATCA is to stop
tax evasion by U.S. taxpayers using offshore (non-U.S.) bank
accounts. In order to achieve this, FATCA created a new
withholding regime designed to penalize Foreign Financial
Institutions (FFIs) and entities that refuse to fully disclose
the identities of U.S. persons holding accounts with them.
Any non-U.S. bank (which qualifies as a foreign financial in-
stitution) will be invited to conclude an agreement with the
U.S. Internal Revenue Service (IRS) under which it agrees to

1. identify its existing and new customers according to

due diligence procedures prescribed by the IRS

2. report its identified U.S. customers and

3. withhold a 30% withholding tax on certain payments

made to

a. U.S. customers not agreeing to disclosure (recal-
citrant customers) or

b. FATCA Non-Compliant Foreign Financial Institu-
tons.

“The act will increase compliance and transparency
around US persons and assets whilst harshly punishing
those that do not fulfill the requirements."?

If a FATCA compliant financial institution wants to avoid
the implementation of the withholding procedures, it needs
to exit recalcitrant customers and non-compliant financial
institutions. Moreover, should set up a process to:

e inform affected customers, and

e terminate business relation with those customers

Key FATCA Facts:

e Objective: Closing of tax-loopholes for U.S. tax-
able persons

e Identification of account holders and reporting of

1 http://www.worldfinancialreview.com/?p=616 - By Dana
Ward and Anne Stopford

“The clock is ticking and with FATCA rapidly approaching,
there is potentially much work to be done to ensure compli-
ance.”

LEJLA LOXHAJ

COMPLIANCE TEAM
LEADER AND FATCA
PROJECT MANAGER
AT RAIFFEISEN BANK
KOSOVO

RAIFFEISEN BANK
KOSOVA

U.S. customer data including balances and inde-
pendent of U.S. or non U.S. source income

e Disclosure of U.S. persons that own / are a benefi-

ciary of foreign companies / trusts etc.

e Effective date of the FFI agreement with the IRS

will be December 31, 2013.

There is potentially much complex work to be done to
ensure compliance, since the time to complete a FATCA
implementation could take longer than the time remaining,.

The Financial Institutions must conduct deep analyses
in order to evaluate the impact of FATCA into their business
strategy, as well as toward the services and products they
offer, customers, procedures and policies, etc.

"A senior Sponsor should be appointed to lead this work
and a strong cross-functional working group should be es-
tablished incorporating representation from from Sales,
Marketing, Operations, IT, Tax and Compliance” 2

Foreign Financial Institutions should comply!

All Financial Institutions will have to comply with FAT-
CA, even if they do not have any US clients. Moreover they
will have to set up a process to prove to IRS they do not have
U.S. clients or they will suffer 30% withholding tax.

2 http://www.bdo.uk.com/talk-shop/clock-ticking - The clock
is ticking: FATCA regulations cannot be ignored by UK finan-
cial services firms - Tim Kirk
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FATCA will affect not only U.S. persons!

FATCA will place a significantly increased burden on any
Financial Institution and certain NFFEs (Non Financial For-
eign Entities) who must identify, document and report on
U.S. accounts. Financial Institutions will broadly include ev-
ery member of the investment community and as currently
drafted, will encompass banks (whether retail, wholesale,
investment or private); custodians, asset managers, funds,
brokers and insurance companies. For FATCA purposes the
term U.S. Person includes both private individuals as well
as entities.

e Private Individuals can be described as persons

who are citizens or residents of the United States.

e  Entities that are treated as specified U.S. persons

include corporations and partnerships created or
organized in the United States or under the law of
the United States and any estate or trust other than
a foreign estate or foreign trust.

However it should be noted that not every person iden-
tified as U.S. person is at the same time FATCA relevant.
One has to distinguish between specified U.S. persons and
non-specified U.S. persons. While the latter ones are out-
of-scope for FATCA purposes the first ones are in-scope.
IRS defined several categories of entity clients which are
exempt from FATCA.

Disclose!

FATCA requires to report to the IRS the personal details
of the US account holder, such as the: name, address and
TIN (Taxpayer Identification Number), as well as the account
numbers and their balances, gross deposits or receipts and
gross payments or withdrawals.

"Operational issues - Any information held on each cli-
ent will have to be up to date, complete and electronically
available in order to comply with reporting requirements,
which may mean a laborious process of data gathering.

Compliance issues - FATCA will increase the level of US
reporting to be undertaken at the end of every year by Fi-
nancial Institutions. There will be issues surrounding how
this information will be maintained, gathered and reported

JUNE 2013
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and to what extent this may become automated."?

Legal issues - Republic of Kosovo has legal restrictions
on the disclosure of personal information to foreign govern-
ments and also the Data Protection Authorities may consid-
er prohibiting the data processing required under FATCA.

FATCA requires that these are waived by each client
where necessary and then, if refused, the business relation-
ship with the client should be terminated. In this respect,
‘account holders” consent to waive from data protection
rules might not be considered as been “freely given”. There-
fore, to enable the local Financial Institutions to fully comply
with the obligations foreseen under FATCA, the national law
has to be adopted. For this reason most EU Countries are ne-
gotiating an Intergovernmental Agreement (IGA).

Intergovernmental Agreements (IGA)

To improve Tax Compliance and to implement FATCA,
following its enactment, U.S. Treasury has published 2 Mod-
els of the Intergovernmental Agreement.

Governments in Europe and all around the world an-
nounced agreements to develop and pilot multilateral tax
information exchange arrangements.

The FATCA Final Regulation includes a step-by-step pro-
cess for U.S. account identification, information reporting,
and withholding by Financial Institutions.

The main difference between IGA Model 1 and 2 is:

IGA Model 1 requires Financial Institutions to report in-
formation about U.S. accounts to their own local tax authori-
ties who then exchange information with the IRS, whereas
under Model 2 of the agreement, Financial Institutions must
register with the IRS and report the required FATCA data di-
rectly to the IRS. Either way, the IRS receives information
about U.S. account holders.

Another advantage of such an IGA is that specific institu-
tions and products which pose a low risk of tax evasion can
effectively be exempted from FATCA requirements.

Currently Republic of Kosovo is among the countries
that have not started negotiations of an intergovernmental
agreement with the U.S.!

3 http://www.worldfinancialreview.com/?p=616 - By Dana
Ward and Anne Stopford
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SME Development
through Innovation

While infancy stage of establish-
ment requires the SME to set up
an ad hoc structure and manage
the system at the given - found
conditions the transformation
process to the modern corpo-
rate structure requires advanced
model of development

The importance of SME development is worldwide ac-
cepted to be of utmost importance especially in transi-
tion economies like the one in Kosovo. However, it is also
globally proven that the development of SMEs is precon-
ditioned with the enabling business environment that a
country can offer which naturally differs from country
to country. On the other side, significant number of de-
velopment factors lies with the SMEs itself considering
that SMEs are most adoptable business entities to differ-
ent economic conditions that are used to “swim" in com-
plex waters and find a way for opportunity exploration.

The transformation process and accepting the chang-
es of the dynamic development systems is not an easy
activity, nor it is possible to happen at the SMEs that
do not pursue the normal acceptance process to those
changes. While infancy stage of establishment requires
the SME to set up an ad hoc structure and manage the
system at the given - found conditions the transforma-
tion process to the modern corporate structure requires
advanced model of development that brings the com-
pany to the more controlled mode.

Being able to drive the company through the trans-
formation as well as grab the market opportunities is
an issue that SME s in Kosovo needs to be focused at
this point of time. In a very interesting trend although
highly influenced by the development of the post war
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economy SMEs tend to copy each other without a thor-
ough analyzes of the business potential, overall market
output and required expertise to exploit the copied op-
portunity. This copy paste inclined engagement of SMEs
produces multiple negative direct and indirect effects
with a long term casualties starting from exhausting
huge amounts of very precious and expensive capital
into activities that will not produce long term returns,
killing other activities that might have been chosen in-
stead with much more potential and are not enlivened
due to lack of this particular investment, miss-orienta-
tion of the young workforce into those activities that will
not absorb the same due to lack of productive capaci-
ties and development potential up to harming the profit
margins of the existing SMEs already dealing with the
same activities thus bringing those down to bankrupt-
¢y and contributing to increasing unemployment and
all other side effects coming out of this process. Kosovo
has much more investment potentials than opening a
supermarket, swimming pool, shopping centers or res-
taurant. It is an unexplored market of many other ac-
tivities in services and production units that will create
a better income for the shareholders and a value add-
ed to the society as ultimate goals of a business entity.
Sectors like internet based trading or specialized ser-
vices and manufacturing industries offer a wide range
of business opportunities that SMEs in Kosovo have to
consider. Young workforce and an army of unemployed
people have to be used to a “different” business oppor-
tunities that allows companies to utilize so far unuti-
lized opportunities.
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Impairment of non-financial assets
in the case of economic slowdown

The recent economic storm has affected many aspects
of financial reporting, among which, one of the most
important, the impairment of non - financial assets. As
part of non-financial assets, this paper mainly focuses
on non-current tangible assets (PPE) and intangible as-
sets (Intangibles), including goodwill.

The question that usually arises during the prepa-
ration of financial statements is whether there is indi-
cation of impairment.

The management must address such a question on
an annual basis when preparing the financial state-
ments since it is a mandatory requirement under IAS
36 - "Impairment of Assets” and Kosovo Accounting
Standards (KAS) 3 - “Property, plant and equipment”.

The existence of such indications obliges the man-
agement to test the entities tangible and intangible as-
sets for impairment.

On the other hand, with regard to goodwill testing
and other assets with a useful and unlimited economic
life, such an impairment test at the end of each report-
ing period is mandatory and does not depend on the
existence of these indicators.

Without listing in detail possible indicators of im-
pairment of non-financial assets, it can be concluded
that the current economic “storm” is a strong indica-

KLEDI KODRA, FCCA
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AND MEMBER OF THE ASSOCIATION OF CHARTERED
CERTIFIED ACCOUNTANTS, UK.

ZANA SAHATQIJA

ASSOCIATE AUDITOR IN PWC KOSOVO

tor of possible impairment of certain assets of compa-
nies or cash-generating units within the total assets of
the company.

Which entities are affected?

There are numerous examples of how entities can
be influenced by deteriorating economic conditions in
Kosovo and abroad. For example, a construction compa-
ny that started construction of a residential apartment
complex 3 years ago, it may be currently confronted
with the harsh reality of a drastic decline in sales and
a lack of financing from banks.

A company that has launched a significant invest-
ment in networks for the provision of Internet servic-
es, telephony and television can face the reality of the
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lack of liquidity and banks' reluctance to finance. It is
also possible that the projects undertaken by this enti-
ty are no longer realistic and need change and innova-
tion, i.e. to review the selling prices of products since
the economic slowdown resulted in reduced sales prices
and future cash inflows from the project are expected
to be lower.

Furthermore, a firm that has invested in a mine to
extract raw materials for export may face the reality
of the low market prices for that commodity for a long
period of time.

A very unfortunate case would be if a Kosovar en-
tity with local and foreign shareholders starts to invest
in a project in the field of health system and suddenly
realize that the foreign shareholders can not increase
the capital due to economic difficulties in their coun-
try of origin.

This entity will be forced to borrow funds in the
banking market with interest rates that are higher than
the cost of capital which would normally be added by
foreign shareholders. In such a situation, although ex-
pectations on project investment inflows into the health
system remain positive, the cost of financing will al-
ready be high and the value in use of the project assets,
measured as the Net Present Value of the future net cash
flows from use of these assets will be lower.

What are the most common problems of impair-

ment?

The determination of the discount rate. Determin-
ing the discount rate is an important factor in deciding
whether to recognize the impairment loss or not. We
must be careful to avoid the use of illogical discount
rates and any changes in the discount rates should be
analyzed sceptically by comparing and evaluating trends
in the market.

A common misconception is the assumption that a
decline in interest rates of risk-free short-term finan-
cial instruments, such as the treasury bills emitted by
the Government of Kosovo, will result in lower discount
rates used in the impairment test.

The short term risk free rates for Government T-
Bills in Kosovo have slightly fallen recently. Neverthe-
less, the investors required returns are also affected by
their assessment of credit risk and other risk premiums,
which might have increased.

To find the discount rate in an impairment test it
is advisable to use the weighted average cost of capi-
tal model (WACC); which equation can be expressed as
follows, according to the Association of Chartered Ac-
countants (ACCA) of the UK:

WACC = KE (E/ E+B) + Kb (E/ E+B)

In the above equation:

Ke = cost of equity (all equity or equity)

Kb = cost of debt

E = market value of equity (equity) of the com-
pany

D = market value of debt taken by the company

The above equation takes into account that an
economic entity can be funded through two
forms: shareholder equity or debt.

The cost of capital can be found using the CAPM
model, where Ra = rf + (rm - rf) x B

Rm = the expected rate of return from the mar-
ket in general

Rf = rate of return on risk-free instruments (risk
free)

B = rate that measures the variability of returns
from an action or project compared with the re-
turn that the market offers

For an action or project /investment, 3 measures
the variability of return on this investment compared
to the variability in the overall market return. Hence,
depending on the industry, if the expected return
from the market increases by 2%, the expected re-
turn on investment of a company operating in this
industry may grow by less than 2%, 2%, or more
than 2 %.

This sensitivity is measured by B. If the shares of a
certain company Alba J.S.C have a §3 of 1.5 when
the risk fee rate of the investmentis 2%, represent-
ed by Kosovo Government bonds and the expected
return from the market is 13% (i.e. retail trade), then
the expected returns from the investment in shares
of Alba J.S.C would exceed the expected return on
risk free investment (13-2) x 1.5 = 16.5%, thus mak-
ing the expected total return from the investmentin
shares of Alba J.S.C be (2 +16.5) = 18.5%.

Despite the decline in the rates of return on risk
free investments, the increase in market premiums
and credit risk has resulted in larger factor (rm - rf)
and therefore in higher discount rates used in impair-
ment tests.

This is expected since the discount rates are intend-
ed to measure the internal risk of the assets tested for
impairment.

Value in use (VIU) and pre-tax discounted rates
To perform the calculation of VIU, IAS 36 requires
that companies use pre-tax cash flows and a pre-tax



discount rate. However, in practice most companies
use after tax cash flows and after-tax discount rates to
determine the rates of VIU cash-generating units. In ac-
cordance with the standard, companies must disclose
the pre-tax discount rate that is applied to calculate the
VIU. The identification of pre-tax discount rates is not
just a matter of presenting the gross discount rates af-
ter increasing for the effective tax rate; hence, the com-
panies should consider the timing of cash flows, useful
lives of cash generating units and estimates of future
cash outflow from taxation.

Presentation

Entities that do not recognize impairment in the
statement of comprehensive income when the market
value of their assets is below the carrying value of as-
sets must be able to convincingly explain their position
to parties interested as becoming shareholders, inves-
tors, or other related parties.

Néna Terezé Nt 20, kati 1
+377 (0) 45 550 015
info@arizona-partnerscom
www.arizona-partners.com
10000 Prishting, Kosové
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Conclusion

Considering the recession and the long declines of
market activities especially is certain industries, more
companies are expected to record impairment losses
in the current reporting periods. However, some com-
panies will need to consider whether any impairment
loss, for example property or machinery from prior pe-
riods should be reversed due to favourable unexpected
changes that have occurred in their working environ-
ment. For example, let's say that a company recognized
an impairment loss as it expected that the price of its
products to fall in a medium term. However, the mar-
ket has expanded and now resulted in an increase in
demand (and a rising price) for products per unit. In
this case, managers will need to assess whether ini-
tial impairment losses recognised, other than goodwill,
should be reversed.
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The Treasury
Committee:
Overview and
Recent
Developments

The Treasury Committee of the Kosovo Bankers Associa-
tion was established in 2011 and its core operations and
tasks are meeting the needs of its member banks in re-
gards to financial markets’ operations, establishment and
functioning of the interbank market, functioning of the
government debt markets, and so forth. In this respect,
the Treasury Committee strives to build a position to
strengthen the reputation of the banking sector of Kosovo
both locally and abroad. Such an orientation implies an ac-
tive and proactive approach towards all operations within
the Association, in order to maximally use the high level of
expertise in various fields the Institution has in its ranks.
One of the first operations of the Treasury Committee

was the establishment of the internal market between

the banks operating in Kosovo. For many years, banks in
Kosovo had very little cooperation with one another and
in meeting their needs they usually exploited the partner
banks abroad. Considering it as a very advantageous oc-
casion to all market participants, the Treasury Commit-
tee agreed to establish an electronic platform for money
market in Kosovo. The main objective was to develop a
suitable information management platform on supply and
demand for liquid funds of banks in Kosovo. It aims to ac-
celerate access to funds in Kosovo and allocation of these
funds in the most efficient manner. This type of market
allows banks to lend and borrow with the rates set by the
interbank market. This type of loan in the money mar-

ket is usually short-termed one and can last up to three
months and is mostly used to help banks in meeting the
mandatory reserve requirements or acquiring different in-
dicators that banks may have within the rules of the Cen-
tral Bank or its internal management. From the moment
of initiation and functionalisation of this market, as well
as the functionalisation of the electronic platform, all com-
mercial banks in Kosovo have repeatedly used the services
provided, and it is hoped to expand the range of transac-
tions in the future, in order for the interbank market to
reach levels that are found in all developed countries of the
world. The upward trend of changes in the banking sec-
tor of Kosovo has also contributed to the need for a more
sophisticated approach regarding various problems. Estab-
lishment of the primary market of treasury bills issued by

SHPRESIM VRANOVCI

HEAD OF THE TREASURY
DEPARTMENT

BANKA KOMBETARE
TREGTARE (BKT)

the Government of the Republic of Kosovo has contributed
to the Treasury Commiittee to actively engage in all the
stages, from initial ideas to issuance of first bonds. The
Treasury Committee continues to be active in monitor-
ing the functioning of the treasury bills market and also
offers various suggestions and observations for faster
functionalisation of the secondary market, which is ex-
pected to happen soon. The market of treasury bills and
bonds is a very important segment for development of
the country.

Treasury bills are securities with maturity up to one
(1) year. They are issued and guaranteed by the Govern-
ment of the Republic of Kosovo. They are sold through
auctions organised by the Central Bank of Kosovo. Trea-
sury bills for the first time in Kosovo were issued on 17th
of January 2012 and are domestic debt instruments. In
Kosovo, these securities are denominated in the currency
of euro (EUR) with maturity equal to three (3), six (6) and
twelve (12) months. As of the applicable regulation, only
commercial banks can be participants in the primary mar-
ket, while various individuals and companies can buy trea-
sury bills through commercial banks.

Treasury bills are issued in electronic form, so they
have no physical outline. The ownership-related evidence
is held at the Central Bank of Kosovo. Treasury bills are
sold at discount of the par value, which means that the dif-
ference between the purchase price and face value repre-
sents the interest earned from this valuable paper. Inves-
tors pay the discounted price at the acquisition date and
receive the face value upon maturity.

The Treasury Committee also covers other important
areas of financial operations and its purpose is to build ca-
pacity to provide high quality services in this area, in order
to facilitate banking operations and affect their growth and
development. Services offered by the Treasury Commit-
tee include: activities related to providing assistance to the
banks and governmental institutions in the field of man-
agement of the interbank market and risk associated with
these markets; implementation of the international stan-
dards set by the Basel Committee on Banking Supervision;
implementation of the International Accounting Stan-
dards; and introduction of the compliance function.



The Security
Committee In
the Kosovo
Bankers’
Association

The Security Committee of the Kosovo Bankers' As-
sociation (KBA) operates since 2009 with its mem-
bers being representatives of all member banks of
the Association in charge for the security field in
the banking sector.

The Committee comprises of eight members.
The Committee consists of the Chair and Vice-Chair
who are elected for a term of one (1) year.

Ever since its establishment, the Committee
meets at least four times a year, and more fre-
quently as it deems necessary.

In principle, the Committee deals with identifi-
cation and analysis of security issues, such as secu-
rity and protection of people, property and confi-
dentiality of information in the banking sector, thus
contributing to the creation, respectively improv-
ing the security system for an efficient function-
ing of commercial banks in the country, this being
a continuing challenge for the activities of the Com-
mittee. One of the activities of the Committee is to
review documents that regulate specific issues re-
lated to the banking sector security.

In line with these activities has been also the
initiative taken by the Committee to examine the
possibility of connecting the alarm system of the
banking units with the Kosovo Police (KP). Since
2010, a series of meetings were held, where discus-
sions evolved around the draft regulation on crite-
ria for installation in the Kosovo Police of the alarm
system of banks and other institutions, as well as
on technical specifications for bank alarms, docu-
ments which have been compiled by the Police. As
discussed, the initial phase would have been the
launching of a pilot project in the Pristina region.
But, unfortunately, neither an agreement nor some-
thing supplementary has developed in this regard,
so the issue remains open.

The Committee aims to facilitate the exchange
of information between the member banks of the
Association and other institutions involved in secu-

THE KOSOVO BANKER
JUNE 2013 25

XHANAN KARAQA

HEAD OF THE SECURITY
COMMITTEE IN THE KOSOVO
BANKERS’ ASSOCIATION

DIRECTOR OF THE SECURITY
SERVICE IN NLB PRISTINA
J.SLC

rity issues and the banking sector.

As a concrete example of good cooperation be-
tween the banks that are members of the Asso-
ciation, it is noteworthy the exchange of informa-
tion in cases of skimming attacks on ATMs we have
had last year, attacks that have affected almost all
the banks in Kosovo. Thanks to the Kosovo Police,
suspects in this organised crime, Bulgarian and
Macedonian citizens, have been arrested. Without
a doubt there is still room for improvement in this
regard, so that the cooperation and exchange of in-
formation of interest to all the banks is not random
but is built on regular basis.

Although the Security Committee within the
KBA cooperates with the CBK and KP, it is worth
mentioning that a greater commitment on the
part of the aforementioned structures is required,
namely the Security Committee anticipates more
support from them and all this intensification is
sought in terms of the role of the CBK and KP in
promoting and advancing of the banking sector se-
curity:

. The role of the CBK in this regard would
be the promotion and adoption of interna-
tional standards governing the security in
certain areas, which will be mandatory for
commercial banks operating in Kosovo.

. On the other hand, the Kosovo Police, with
the creation of a specialised unit dedicated
to the banking sector, would help prevent
crime, but also in cases such as robbery,
theft or breakage, and so forth, and with a
specialised team that will manage the situ-
ation, we would have a faster response and
the number of resolved cases would be
higher.

We remain hopeful that all relevant factors will
contribute even more to raise the level of security,
so that the banks provide services in a safe and se-
cure environment to its customers.
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Corporate Training - Necessity of
Modern Labour Market

In the wake of efforts of the Training Centre at Kosovo
Bankers' Association (KBA), the year 2013 has until
now, the month of June, been marked with numerous
successes in organising training courses and achieving
the organisation’s goals in training the staff of banking
and financial sectors.

Among them worth mentioning is the training
course on International Financial Reporting Standards
(IFRS) with Robert Hall as trainer, who in addition to
the subject-matter knowledge carried an extensive ex-
perience in banking and finance from different parts
of the world. The twenty-five (25) participants who at-
tended the training came mostly from Kosovo's com-
mercial banks and microfinance institutions, mainly
from finance departments. Upon the completion of the
three-day training, participants reported to be very
satisfied with the content and new subjects they had
learned during the training, and some of them even
stated that they had only come to refresh their knowl-
edge on the subject-matter.

Discussions with the Association's members in
particular and financial sector in general led to the or-
ganising of the training course on Financial Analysis
with instructor William Donovan, an expert from the
U.S. Treasury. The training had a high and active par-
ticipation by the banking staff, where participants had
the opportunity to learn about business assessment
through their financial statements. The training course
was tailored in such a time wise manner so that the
participants had the opportunity to practice the lessons
learned in their daily work. Participants came mainly
from departments of Risk, Credit Analysis and Credit
Risk Measurement, Internal Control and Auditing, and
Finance.

Prevention of Money Laundering and Terrorism Fi-
nancing is another training which was followed with
great deal of interest. Participants came from depart-
ments Prevention of Money Laundering and CBK's de-
partments for supervision of commercial banks, insur-
ance companies and microfinance institutions. Europe-
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wide known Flemish expert on the topic, Marco Zwick,
led participants along the training by analysing various
aspects and practical cases and comparing these expe-
riences with the Kosovo's legislation for Prevention of
Money Laundering and Terrorism Financing.

In the month of June, banks' front office staff at-
tended the Customer Service training with Emotional
Intelligence Approach. Instructor Florentina Dushi, psy-
chologist and consultant with experience in the field of
Organisation Development, led the participants along
the training, advising them to consider the emotional
aspects when communicating with customers and how
to apply them in different occasions. Participants ex-
pressed their satisfaction as this was the first time they
had heard about the emotional aspects and different
personality traits within Customer Service.

Meanwhile, fifteen (15) candidates are in the final
phase of the preparatory course for European Foun-
dation Certificate in Banking (EFCB), who will under-
go testing in July. During the 110 hours of preparatory
course, participants learned about Monetary Policy of
the EU, the European Central Bank, different bank cli-
ents and their various needs for financing, Treasury
Management, Risk Management, Microfinances, Eth-
ics, Marketing, Human Resources and General Manage-
ment in Banking. All candidates who pass the test will
receive certificates issued by the European Banking and
Financial Services Training Network (EBTN), by which
Kosovo Bankers' Association is an accredited institution
and an associate member. Certificates are accepted in
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all European countries and in some other countries of
the world.

From the month of September 2013 until the be-
ginning of 2014, the Banking Training Centre in KBA
has planned a series of training courses and priority
certification for the banking sector, which will also be
lectured and instructed by renowned experts in the rel-
evant fields.

®  Payment Card Industry Data Security Stan-
dards (PCI DSS) will certify the bank staff for
international standards of card data storage
and will offer insights on best practices being
applied to these safety standards.

®  Basel Il is intended to inform candidates on the
regulation derived from the Basel Committee
and its implications in our banks, given that
Kosovo has embraced this regulation and is
implementing it in our system.

®  Advanced Negotiation Skills training which is
intended to give candidates a deeper knowl-
edge about the specifics and different aspects
of negotiation. The programme is being devel-
oped together with experts with extensive and
successful international experience in negotia-
tion.

®  Operational Risk Management will be held later
this year and will contain the procedures and
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rules on best management of Operational Risk
and its mitigation, the implications of technol-
ogy and human nature in operational errors.
Training is supported by the World Bank under
the Financial Technical Assistance Project.
Human Resources Management, within its
three-day programme, includes notions, prac-
tices and case studies for one of the main
causes of the success of a business, the Hu-
man Resources. Training is supported by the
KBA's partner in training, namely the Agency
for Financial Technology Transfer (ATTF) in
Luxembourg.

E-banking will provide participants with
knowledge on how to use technology for bank-
ing services and as a distribution channel for
banks, important aspects of risk and safety

of data, as well as how it is gradually being
moved from direct services to electronic ser-
vices. E-banking is another training supported
by ATTF in Luxembourg.

In the month of October, all interested individ-
uals to make a career in banking or to get pro-
moted to higher positions, will have the oppor-
tunity to attend a preparatory course and be
certified in EFCB which is becoming one of the
most internationally recognised banking certi-
fication. In Europe
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Current developing trends I

1) What is the level

of security with bank
cards?

Banks in Kosovo have
made extensive in-
vestments in technol-
ogy, implementing
very advanced securi-
ty systems in the bank
cards’ sector as well as
in electronic services
in general. To this aim,
several national and in-
ternational specific fac-
tors have contributed.
Banks in Kosovo have
begun to operate in
times when card in-
dustry has taken great
momentum in devel-
opment and the most
advanced platforms
are being applied. Also,
banks have been very
cautious in terms of se-
curity, avoiding prod-
ucts and methods that
could be easily mis-
used.

Eventually it has been
so far feasible to main-
tain the balance be-

tween security and
business making, by
supporting and secur-
ing the clients.
Another fact that has
affected the level of
security of bank cards
has to do with national
and international regu-
lations and standards,
which we are bound

to apply. So, besides
the central regulator,
namely the Central
Bank of the Republic
of Kosovo, banks are
licensed by the inter-
national payment sys-
tems VISA and Master-
Card and are obliged
to operate by their
rules and standards.
Moreover, compared
with other regions,
these standards for
our country and region
are much stricter on
the level of technology
and in terms of general
regulations.

Based on these argu-
ments, development

of the bank cards in-
dustry and electron-
ic banking services in
Kosovo is followed by
a very high level of se-
curity.

Nonetheless, since the
beginning of this in-
dustry, we are aware
of the tendencies to
abuse through various
schemes.

Card users also con-
tribute and have a

key role in the level

of security. Custom-
ers, through the cor-
rect use of these prod-
ucts, complement and
complete the security
chain.

In the card industry,
this is of particular im-
portance and is known
as the application of
“best practices”.

2) What has your bank
done to prevent po-
tential fraud?
ProCredit was the first
bank to issue first bank

IT HAS BEEN SO FAR FEASIBLE TO MAINTAIN
THE BALANCE BETWEEN SECURITY AND
BUSINESS MAKING

AFRIM GERGURI
HEAD OF CARDS AND E-BUSINESS OPERATIONS UNIT,
PROCREDIT BANK KOSOVO

cards in the post-war
Kosovo, more precise-
ly since the beginning
of 2002, when we also
founded the Card Per-
sonalisation and Pro-
cessing Centre. Since
then, ProCredit Bank
has been applying very
high security systems
based on advanced
technologies and stan-
dards.

Our success in pre-
venting possible fraud
schemes is achieved
by focusing on several
areas, which represent
our strategy:

- The use and monitor-
ing of advanced tech-
nologies and profes-
sional training,

- We are the first imple-
menters of ‘3D Secure’
technology in Kosovo
- for internet transac-
tions with iPIN or pass-
word,

- Implementation of ad-
ditional security sys-
tems that include de-



tection and prevention,
- Standards and best
practices of action,

- Information, educa-
tion and collaboration
with customers,

- Coordination with
other parties, among
which is the coopera-
tion with the Bankers’
Association (Card An-
ti-Fraud Committee),
VISA & MasterCard, co-
operation with securi-
ty and law authorities,
media, and so forth.

3) What can be done
in the future to mini-
mize cases of fraud
with cards?

We make every effort
to always be up-to-
date with new tech-
nologies and security
standards.

It is very important to
enhance the level of
cooperation between
institutions, includ-
ing joint projects and
programmes for pub-

THE KOSOVO BANKER

) the banking system

JUNE 2013 29

“We make every effort to always be up-to-
date with new technologies and security
standards. It is very important to enhance
the level of cooperation between institutions,
including joint projects and programmes for
public opinion information and education, by
engaging electronic and print media.”

lic opinion information
and education, by en-
gaging electronic and
print media.

It should be noted
that the cooperation
with security authori-
ties (Police competent
units) is in a very good
level, crowned with
successful cases of
fraud prevention.
Within the Card Anti-
Fraud Committee of
the Bankers’ Associa-
tion, this year too, we
are planning to orga-
nise education and
information training
for judges and pros-
ecutors in the field of
cards security. We be-
lieve that this corre-
spondence will help to
handle possible cases
in the best possible
manner and henceforth
the court decisions will
have greater impact in
the fight against such
fraud cases.

In general, the work

on raising the level of
awareness for all par-
ticipants in the card
business should con-
tinue, with particular
emphasis on the cus-
tomers and the general
public.

It is important that
customers, whether
individuals, or compa-
nies, are informed and
aware of the respon-
sibility to carry out a
payment. This is not
only for ‘sensitive’ da-
ta storage of banking
products but also for
the methods of using
and handling the cards
or other electronic de-
vices.

Therefore, it is very im-
portant to inform and
notify customers about
the risk if a means of
payment (e.g., card)
enjoys no special care
and is not used ac-
cording to the rules
suggested by the bank.
Let us take a simple

example of a house
provided with all pos-
sible security tech-
niques. But, if the mas-
ter leaves the key at
the door for anyone to
use, then how can one
talk about this house’s
security?

In many cases, the key
to success in prevent-
ing fraud and misuse
is the application of
best practices for the
use of the cards by the
customers themselves
(the processing of
transactions).
Therefore, close and
mutual cooperation
between all the parties
is crucial for a success-
ful strategy.

In conclusion, cards
and other electronic
products have values
and provide advanced
options compared to
cash, where the secu-
rity aspect is certain-
ly always on the cards
and electronic services.
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1) What are the general
criteria for application
for an agricultural loan?
General criteria for ag-
ricultural loan applica-
tions are simple and
flexible. The applicant
is required to be a le-
gal resident of Kosovo,
have active operations
in Kosovo, refer to any
of the Raiffeisen Bank
branches and hence in
cooperation with agri-
cultural loan officer the
application process be-
gins, where the form
with the applicant’s in-
formation is filled and
list of pledge is com-
piled (work equipment,
supplies, etc.). Agricul-
tural loans can be fi-
nanced up to 30,000
EUR without having the
need for the business to
be registered, where-
as any amount that
exceeds this figure re-
quires a registered busi-
ness in Kosovo.

2) What is the maturity
time for an agricultural
loan?

Agricultural loan ma-
turity date is up to 84
months. Long-term
loans are mainly dedi-

UP TO 30,000 EUR WITHOUT
HAVING THE NEED FOR THE
BUSINESS TO BE REGISTERED

SHPEND NURA

HEAD OF MICRO ENTERPRISES SEGMENT,

RETAIL BANKING DIVISION, RAIFFEISEN

BANK, KOSOVO

cated to finance capital
investments, purchase
of equipment, construc-
tion of facilities, and so
forth, while the short-
term ones are mainly
aimed at financing the
purchase of goods, sea-
sonal planting depend-
ing on customer re-
quirements.

3) What is the grace
period for these agri-
cultural loans?

In the case of payments
based on seasonality a
grace period of up to

12 months is provided.
This is a good opportu-
nity for activities that
have sales periods only
during certain seasons
of the year, and the
possibility of adapting
in full the applicant’s re-
quests exists.

4) What are the chal-
lenges that businesses
face with regard to ag-
ricultural loans?
Certainly, in the envi-
ronment and circum-
stances that character-
ise the market in which
we operate, there are
different challenges
for businesses. We are

committed to contin-
uously provide sup-
port to overcome them.
Some of the challenges
that can be mentioned
are collateral coverage,
lack of data on sales,
market guarantee, in-
surance in case of dam-
age from natural disas-
ters, and so on.

5) What is the coopera-
tion of banks with insti-
tutions for the devel-
opment of agriculture?
Raiffeisen Bank Koso-
vo has had a continu-
ous cooperation with all
local and internation-

al institutions regard-
ing the development of
agriculture. On this oc-
casion, | would like to
mention the on-going
cooperation with vari-
ous organisations repre-
senting farmers, munici-
pal departments and, in
particular, we want to
emphasise the recent
agreement between the
Ministry of Agriculture
and Rural Development
and USAID, agreement
that will directly bring
about yet greater sup-
port of the agricultural
sector in Kosovo.



Raiffeisen Bank Kosovo,
Committed to Supporting
Socially Conscious Activities

Corporate Social Responsibility is an integral part
of Raiffeisen Bank’s strategy. It is Raiffeisen Bank’s
intent to be a responsible bank, fair partner and cit-
izen-dedicated corporate anywhere the bank oper-
ates. The focus on support of various projects and
organisations has shown that the Bank’s commit-
ment is serious and persistent.

Projects supported by the Bank are of an over-
arching character, in fields such as education, cul-
ture, sports and social welfare. One of the projects
supported by Raiffeisen Bank Kosovo is the “ATOM”
Project, developed by the Centre for Psychologi-
cal and Social Studies and Services, ENCOMPASS.
The “ATOM” is aimed to identify students with ex-
ceptional intelligence. The project also reached out
to all secondary schools in Kosovo and all inter-
ested were eligible to apply. Project implementers,
with internationally-recognised tests, screened the
schoolchildren and the best 50 were selected. For
outstanding students the summer school was devel-
oped, where schoolchildren had the opportunity to
organise meetings and workshops with professors in
different topics of interest to them.
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In one of the meetings of the project implement-
ers present were also colleagues from Raiffeisen
Bank who gave a presentation on Human Resourc-
es, a topic selected together with the project imple-
menters. In addition to the summer school, monitor-
ing and consulting hours were provided for the out-
standing schoolchildren.

Cooperation between ENCOMPASS Centre and
Raiffeisen Bank is on-going also in the second edi-
tion of the Project. The Bank’s aim to support young
people and their education will remain one of its pri-
mary goals.
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Social Responsibility, Unremitting
Priority for BKT

For Banka Kombétare Tregtare (BKT) social re-
sponsibility has been and remains its unremitting
priority. As a result, the Bank has continuously been
developing projects related to the environment and
community, in order to contribute to the develop-
ment of society and promote greater awareness on
environmental preservation.

The concept of Banka Kombétare Tregtare
(BKT) for social responsibility under the motto
“Contributing to Society” has served to provide
quality products and services, creating employ-
ment opportunities, continuing sponsorship of cul-
tural activities, sports and education.

For three years now, the BKT has been the
general sponsor of the Kosovo Basketball Super
League, as well as a participating sponsor in sever-
al gala evenings, where the money raised went di-
rectly in support of seriously ill children; sponsor of
the Association of the Blind; education sponsor of
schoolchildren with highest scores in the “Mehmet
Akif” College; sponsor in support of the “Let’s Clean
Kosovo Up” initiative, and so forth.

Ever-growing development of the BKT in Koso-
vo, which currently operates with 24 branches, is
based on its strategic goal to become the number-
one bank in the provision of financial products, by
continuing growth in market share, maintaining the
leading position in a variety of products, new tech-
nologies, innovative strategies and interests pro-
vided.

Several Hundred Employees of
ProCredit Bank, Part of “Let’s Do It
Kosovo” Initiative

ProCredit Bank has enthusiastically accepted the
invitation of the civic initiative “Let’s Do It Kosovo”, by
cleaning all public spaces in cities of Kosovo where it
operates.

Several hundred employees of the bank have
filled in hundreds of waste bags and sacks, conveying
the message that a clean environment is each and
everyone’s responsibility.

ProCredit Bank strongly supports the idea of
this initiative that littering in the designated areas
and preservation of the environment is everyone’s
responsibility.

For the second year in a row, we have had the
pleasure together as a team of ProCredit Bank to
make our civic contribution for a Kosovo with cleaner
environment, and to put across the awareness message

of keeping our country clean.

We hope that the location we cleaned this year will
turninto a clean public space, as it was case last year
when ProCredit Bank cleaned the park and railroad in the
Arbéria neighbourhood, in the city of Prishtina.

Contrary to last year, this year we managed to divide
the collected waste into plastics, cans and paper.

Likewise, ProCredit Bank has helped this
environmental initiative in spreading the message to
all the people to come out on May 24th and clean our
neighbourhood, village, city and the country.

ProCredit Bank’s contribution to a cleaner and
greener environment is one of the main pillars of our
social responsibility and an integrated value in our work.

ERNATIONAL WAL
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ProCredit Bank Supports the
International Half Marathon Prishtina

With the slogan “Run for Peace and Tolerance”,
for the twelfth year in a row, Prishtina hosted

the International Half Marathon on May 12, 2013.
ProCredit Bank is a traditional supporter of this
important sporting event in the country, which
contributes to the image of Kosovo sports. More
than 860 runners participated in the half-marathon
this year.
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Free E-banking Service, Only with
Banka Kombétare Tregtare

Banka Kombétare Tregtare (BKT), seeing continu-
ous growth trend in the use of e-banking, as sup-
port channel for banking transactions nowadays, has
come to provide its customers with this free service
and best quality possible.

Through this service, Banka Kombétare Tregtare
enables its customers to perform a very large part of
their banking needs from home, without having to
physically go near a bank branch and thereby lose
their valuable time.

Owing to this service, individual customers can
open accounts, check account history, raise depos-
its, keep track of their deposits, view their credit his-
tory (time, instalment, interest rate, etc.), conduct
foreign exchange in different currencies, follow up
the exchange rate, make transfers between person-
al accounts and other banks in Kosovo, obtain in-
formation about their credit cards, make card pay-
ment obligation, get cash advance from their credit
card to their current account, apply for credit card,
make a connection between the debit card and oth-
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the banks

er personal accounts, obtain information about deb-
it cards, have the possibility to set and change the
contact information (e-mail address) and change
personal information (address of residence).

On the other hand, business services offered are
transfers within the BKT, raise of deposits, transfers
to other banks in Kosovo, transfer within their own
accounts in the BKT, foreign currency operations
(purchase and sale), opening of accounts and ac-
count statement generation, to name few.

E-banking service is being offered free of charge
only in the BKT to all individuals and businesses till
month of September.

Cash Deposit Service in ProCredit
Bank Automated Teller Machines
(ATMs)

Cash deposit in ATMs
is a new service from
ProCredit Bank, which
enables customers to
deposit money easy
and fast to their current
accounts 24 hours a
day, seven days a week,
without any limitations
on weekends or holi-
days.

Cash deposit in AT-
Ms facilitates money
management and all that is needed is for the client
to possess a debit card of ProCredit Bank.

This service is provided in ATMs that are lo-
cated in the Self-Service Corners within the bank’s
branches.
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Workshop “Small Hydro
Power Plants - Opportuni-
ties for Banking Sector in
Kosovo”

3 The Kosovo Bankers Associa-
~ tion, in cooperation with the
International Finance Cor-
poration (IFC), organised a
workshop on “Small Hydro
Power Plants - Opportunities
for Banking Sector in Kosovo,
on May 29, 2013. Representa-
tives of commercial banks in
Kosovo, counsellors and other speakers from the International Fi-
nance Corporation, to name few, were present at the workshop.

Also, products of advisory services and investments of the In-
ternational Finance Corporation, which have been developed to
support banks in financing renewable energy projects, were exhib-
ited on this occasion.

At the conclusion of the workshop, it was estimated that in-
vestments in renewable energy represent a new area of investment
in the sector with great potential in economic development of the
country.

Third Albanian National

Card Forum
\ ‘; The Kosovo Bankers” Asso-

i ciation, in cooperation with
the Anti Card Fraud Com-
mittee, has participated in
the Third Albanian National
Card Forum, with the topic:
“Towards a dynamic future
of business’, organised by
the Albanian Association of Banks, on May 17, 2013, in Tirana.
The Forum was attended by the representatives of the commer-
cial banks of Albania and Kosovo, Bank of Albania, Visa and
Master Card, Albanian and Kosovo police officers, as well as rep-

resentatives of subjects providing services in the field of infor-
mation technology.

This year, the Kosovo Bankers” Association was represent-
ed by Mr Modest Morina, Head of Anti Card Fraud Committee,
and his presentation was focused on recent developments that
have taken place in the card industry in Kosovo.

In general, an analysis of the market situation, exchange of
experiences between the two countries and the challenges ahead
for the future were part of the Forum.

Finally, the Forum was regarded as a very good place where
one can discuss and share experiences, assess the best ways
of cooperation between institutions within the country and
abroad, as well as a very good way to help prevent fraud and re-
duce the informal economy by encouraging greater use of elec-
tronic payment instruments.

Conference “Banking Sector
in South-eastern Europe: Op-
portunities and Challenges”

The Kosovo Bankers” Association has participated in the region-

al conference organised by The Banks Association of Turkey, in
Istanbul, on May 8, 2013, titled “Banking Sector in South-east-
ern Europe: Opportunities and Challenges”. Participating in this
event were the governors of the central banks of Turkey, Albania,
Macedonia, Bosnia and Herzegovina, Serbia and Kosovo as well
as representatives of the bank associations of the aforementioned
countries.

All participants at the conference presented recent develop-
ments that have been made in their respective countries in the
banking sector, with focus on opportunities these countries offer
and the challenges they face. Kosovo was represented by Mr Gani
Geérguri, who appreciated that Kosovo although a newly formed
state has a good financial sustainability with a steady annual
growth and, being a new market with an open economy, Kosovo
presents a good opportunity for foreign investments.

Finance Fair

= A 2013

The Finance Fair is one of
the most important events
in the finance sector. This
event brings together main
players from the finance
and banking sector, and
visitors of different back-
grounds who are interested in finance products. The Finance
Fair provides an opportunity for the banks and the finance sec-

tor to present their products and communicate with clients, pol-
icymakers, the media, and different investors. The main part of
this fair, with the exception of exhibitions, is comprised of vari-
ous conferences organized during the fair which cover impor-
tant topics relating to the finance sector, and industry experts
discuss on issues related to the economy in general. This year the
Finance Fair will be held in September 2012. You can express in-
terest to participate in the fair by writing to this e-mail address:
panairifinanciar@bankassoc-kos.com
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GDP

GDP or Gross Domestic Product is the total value of all prod-
ucts and services produced or sold within a given country and
at a certain time. Gross Domestic Product is vital for a country
because it shows the basic level of a country’s economy, re-
spectively it is a successful indicator of the economy of a given
country. GDP can be calculated in three ways, and they are:

1. The product approach,
2. The expenditure approach, and
3. The income approach.

GDP is measured annually and hence information is updated
every year. Very often, the expenditure approach is used to
measure GDP and the formula for GDP by the expenditure
method is:

GDP = Private Consumption (C) + Gross Investments (I) + Gov-
ernment Spending (G) and Net Exports (X - M), that automati-
cally leads to the formula:

GDP=C+I+G+NX

Table below shows the 15 countries with the largest GDP.

United States
European Union
China

India

Japan
Germany
Russia

Brazil

United Kingdom
France

Italy

Mexico

Korea, South
Canada

Spain

Indonesia

143 Kosovo

OCONOOULAWDN—

$ 15,660,000,000,000
$15,630,000,000,000
$12,380,000,000,000
$ 4,784,000,000,000
$ 4,525,000,000,000
$ 3,123,000,000,000
$ 2,504,000,000,000
$ 2,362,000,000,000
$ 2,323,000,000,000
$ 2,253,000,000,000
$1,834,000,000,000
$1,761,000,000,000
$1,611,000,000,000
$1,446,000,000,000
$1,409,000,000,000
$1,212,000,000,000
$13,560,000,000

2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.
2012 est.

Source: CIA World FactBook, https://www.cia.gov/library/publi-
cations/the-world-factbook//rankorder/2001rank.html

“Rule of 70”

“Rule of 70” shows the years by which a specific country can
manage to double its economic growth. In fact, “Rule of 70”
indicates for how many years can the GDP of a country double,
based on current economic growth. For instance, Kosovo has
a growth rate of 4% per year. If we would like to know in how
many years Kosovo’s economy would double, we would just
take the number 70 and divide it by the current economic
growth which is 4%, namely 70/4, which means that Kosovo
would manage to double its own economy for 17 or 18 years.
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