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I consider that the countries of our region have achieved much in the development of sustainable 

financial systems in function of economic development. However, in almost all of these countries, the 

financial system is dominated by the banking sector, while other segments remain underdeveloped. In 

particular, it is worth mentioning the lack of capital market development, which can represent a very 

important source of funding and stability for a country's economy. The big reliance on a single source of 

funding, which is the banking sector, cannot contribute sufficiently to move faster towards our 

individual convergence or as the region along with the economies of developed countries. 

Moreover, one-source or one-dimensional concentration of financial support makes the economies of 

our countries even more vulnerable to possible shocks. Consequently, the development of the capital 

market apart from providing alternative development possibility is also an excellent opportunity for 

exposure diversification of our economies to potential crises. In this regard, there is already a general 

agreement that capital market development is a dual benefit mechanism - a development driver and a 

safeguard for a country's financial and macroeconomic stability.  

The development of the capital market requires the fulfillment of some very important preconditions 

but not easy to be achieved. In this context, it must be re-emphasized the importance of 

macroeconomic stability for the development of the capital market. Then, the importance of 

strengthening financial institutions (banks, insurance, pensions, etc.) - for the mobilization of individual 

and household savings and making them available to capital markets.  Also, financial reporting and 

transparency, namely advancing to better accounting and auditing standards along with advancement of 

contract execution remain important areas for creating sound capital market foundations. Equally 

important is the adequate protection of internal and external investors as well as engagement in 

financial education with a focus on the role and importance of the capital market. 

The Central Bank of the Republic of Kosovo is advancing financial legislation, corporate governance and 

the disclosure of information, always bearing in mind that for an effective and efficient capital market, 

sound actors are also required. The capital market development fully complies with the CBK's main 

objectives because a healthy capital market contributes to further strengthening the CBK's role in 

securing and maintaining financial stability as well as efficient resource allocation in open and 

competitive market conditions. Moreover, the capital market would contribute to the new profile of 

Kosovo's financial sector from a one-segment market (based solely on bank credit), in a multi-segment 

market where the money market and various equity market instruments meet banking financing. 

The Central Bank of the Republic of Kosovo, within its regulatory framework, covers all financial 

institutions operating in Kosovo, including banks, pension funds, insurance companies, microfinance and 

non-bank financial institutions as well as other financial auxiliaries. Also, we have also developed the 

necessary regulation for regulating the Primary and Secondary Securities Market of the Government of 

the Republic of Kosovo.   

Nevertheless, the dynamics the other segments of the global financial system are developing, such as 

the securities market, the debt securities market issued by commercial companies and the derivatives 

market, requires us to move faster to the completion of the regulatory framework for these sectors as 



well. We are aware that the current regulatory framework that we have is not enough to regulate these   

financial system segments. Therefore, we are committed to develop other aspects of financial regulation 

in order to prepare all the necessary regulation that will pave the way for the development of these 

sectors.    

Of course, this requires an inter-institutional cooperation between the central bank and other 

institutions, but we see it as necessary and we are prepared to address these issues with high priority 

and lead this process.   

If we look at the degree of involvement in financial services, our region lags behind the more developed 

countries. Within the region, Kosovo having the newest financial sector certainly has a lower degree of 

financial involvement but is gradually converging to other countries. Increasing competition in the 

banking sector, besides offering a greater number of financial service providers and a greater spread of 

financial infrastructure, is also bringing new financial products that are penetrating more easily to the 

users. In this regard, of course, the role of technological advancement in the banking industry, which is 

significantly facilitating access to financial services and also reducing the cost of these services, should 

be emphasized.   

To increase the degree of financial inclusion, a greater activity in the field of financial education is also 

required, the importance of which, I consider, is more and more understood. We at the Central Bank of 

the Republic of Kosovo have established a special unit dealing with financial education in order to raise 

public knowledge in this field. Increasing financial literacy will enable a more informed public about 

financial services, which will result in a greater demand for these services and also in more rational 

decisions of users of these services. All this contributes to enhancing the effectiveness of financial 

intermediation, providing a greater penetration of financial services into the economy and providing 

more funding to the economy as well as helping to further improve financial stability due to more 

rational decisions of financial service users.      

I consider that in this regard the role of the Central Bank is mostly expressed through its role as a 

payment system operator because the development of the financial market and the increase of the   

financial services inclusion requires an infrastructure that is able to follow the pace of development of 

the financial industry. The CBK has so far managed to provide the industry with a modern infrastructure 

and I would like to emphasize that we have recently advanced the payment system by switching to the   

RTGS payment system. Also, we strive to be very active in responding efficiently to the demands of 

financial institutions for the development of new products.   

As a supervisor of financial institutions, our focus is to ensure that the financial system exercises sound 

activities and if necessary to undertake measures for restoring financial institutions soundness. I 

consider that ensuring sound business is a key contribution to further development of this sector.    

The banking sector is characterized by high stability and continues to be liquid and also profitable. 

Overall, the banking sector has been characterized by financial sustainability in previous years and 

especially since 2014. Banking sector assets in September 2017 marked an annual growth of 9.3% 

reaching the amount of 3.63 billion euros. The same trend was followed in the main categories, loans 

and deposits, which marked an annual growth of 10.4% and 9.0% respectively. In the context of 

regulatory indicators, the capital adequacy ratio in September 2017 was 17.8%, which represents a level 

above the regulatory criterion of 12.0%. Approximately the same situation is in the capital adequacy 



ratio with first class capital, which in September 2017 marked the level of 15.9% compared to the 

regulatory level of 8.0%.   

In the context of the loans quality structure, standard loans consisting mainly of new loans issued to 

businesses and households recorded an annual growth of 12.2%, or a substantial increase of around 

42.0% in the context of 2014-2017. The main part of the bank loans is directed towards businesses with 

63.0%, which is a factual indicator of the support of the domestic economy by the banking sector in 

Kosovo. Households' share is 37.0% (September 2017).   

Mainly, as a result of improvements in the quality of new loans, banks profiling and more proactive 

supervision, the level of non-performing loans in September 2017 decreased to 3.6%, recording a 

constant decrease from 5.1% as of September 2016.   

As noted above, both loans and deposits have increased steadily over the past 3-4 years. Taking into 

account the balance sheet structure dominated by deposits and loans, it should be noted that the 

increase in citizen confidence in the banking system in Kosovo from the quantitative aspect means n 

that during the period 2014 - 2017 deposits increased for 21.6%, or an average annual growth of 9.0 %, 

rising to the level of 3.08 billion euros.   

In the area of interest rates, there are very positive developments that reflected in the significant 

reduction of interest rates. Based on September 2017 data, the effective interest rate was 6.51% 

involving businesses and households, while only interest rates for businesses are about 6.0%. In certain 

cases, for mortgage loans, the interest rate varies from 4% to 6%. Reduction in the effective interest rate 

on loans has reflected in all sectors, whereby we would highlight the agriculture sector where the 

effective interest rate in September 2017 was 7.12%, compared to 11.46% in September 2014. The same 

picture is to industrial loans, where it was marked the decrease to 5.64% in September 2017 from 

10.28% as it was in September 2014.   


