Normal Document

Annual Report 2018

GALLERIE D’ITALIA.
THREE MUSEUM VENUES: AN ITALIAN CULTURAL NETWORK.
Through the Gallerie d’Italia, Intesa Sanpaolo intends to share its artistic and architectural heritage with the public at large: 1,000
works of art displayed in historic palazzi in three cities creating a unique museum network.
Set in an architectural context of great value, Gallerie d’Italia - Piazza Scala in Milan displays a selection of two hundred nineteenthcentury works of the Lombard school of painting, coming from the art collections of Fondazione Cariplo and Intesa Sanpaolo, along
with a collection representative of twentieth-century Italian art.
Gallerie d’Italia - Palazzo Leoni Montanari in Vicenza exhibits works of eighteenth-century Veneto art and a collection of Attic and
Magna Graecia pottery. Moreover, one of the most important collections of Russian icons in the West is safeguarded here.
Gallerie d’Italia - Palazzo Zevallos Stigliano in Naples houses The Martyrdom of Saint Ursula, Caravaggio’s last documented
painting, as well as a collection of over one hundred and twenty artworks representative of Neapolitan artistic output from the early
seventeenth century to the beginning of the twentieth century.

Cover photo:
Angelo Inganni’s vedute are fine works
offering a valuable insight into the urban
transformations that Milan experienced
during the 19th century. In Piazza della
Scala under the snow, seen from the
Gallery, the artist depicts Teatro alla Scala
before the square it faces was opened,
which involved the demolition of a
housing block next to the Palazzo Marino,
and subsequently led to the construction
of the Galleria Vittorio Emanuele II and
the erection of the Leonardo da Vinci
monument.
Despite the structural balance of the work,
the resulting image - created with free
and vibrant brushstrokes with no concern
for defined outlines - seems somewhat
random, almost like a snapshot of the
path running between the snowy square
and the Galleria.

ANGELO INGANNI
(Brescia, 1807 - 1880)
Piazza della Scala under the snow, seen from the Gallery 1874
oil on canvas, 65,5 x 55,5 cm
Intesa Sanpaolo Collection
Gallerie d’Italia - Piazza Scala, Milan

The work is part of the permanent
collection at the Gallerie d’Italia, Intesa
Sanpaolo’s museum complex located
in Piazza Scala, Milan. The exhibition
dedicated principally to 19th century
art opens with Neoclassical works and
continues through to the turn of the 20th
century, with a century’s worth of Italian
paintings depicting historical events,
battles of the Risorgimento (the Italian
Unification), vedute and landscapes, as
well as genre paintings and masterpieces
of Symbolism.
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Letter of the
Chairman of the Board of Directors

Yours faithfully,
Vojko Čok
Chairman of the Board of Directors
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Letter of the
Chief Executive Officer

Yours faithfully,
Silvio Pedrazzi
Chief Executive Officer
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Senior Management
Silvio Pedrazzi
Chief Executive Officer
Mr. Silvio Pedrazzi has been appointed as Chief Executive Officer (CEO) and Member of the Board of Directors
of Intesa Sanpaolo Bank Albania in October 2013. Since then he has driven the profound evolution of the Bank
with a particular focus on innovation and Digital Banking, while implementing all the policies and standards
of Intesa Sanpaolo Group. During this journey Intesa Sanpaolo Albania has achieved high appreciation in the
Country being recognized as a frontrunner in the fields of Economic Sustainable Development, Corporate
Governance as well as Corporate Social Responsibility. Under his leadership, the Bank has developed an
intensive cooperation with all the State Institutions aimed to an effective development of the most promising
economic activities in Albania like Energy Sector, Tourism, IT Services as well as Agriculture. During the tenure
of Mr. Pedrazzi, the Bank has received several Awards by international and local organizations. The most
recent ones are: “Best Bank Governance 2018” (Capital Finance International - cfi.co); “Corporate Bank of the
Year 2019 in Albania” (Corporate INTL Global Awards 2019); “Best Digital Bank in the Balkans 2018” (Business
Vision 2018 Awards Winner).
Apart of his office duties, in Albania, Mr. Pedrazzi currently serves as Chairman of the Association of Albanian
Banks (AAB), Board member of AIDA (Albanian Investment Development Agency), Board Member of
Confindustria Albania, member of the National Labor Council as well as National Economic Council. In the
recent past he was Chairman and then Board Member of FIAA (Foreign Investors Association of Albania) and
Board Member of Camera di Commercio Italo-Albanese. Mr. Pedrazzi cooperates on regular basis with the
most reputable International Financial Institutions, among which, the International Monetary Fund, World
Bank and European Bank for Reconstruction and Development.
Silvio Pedrazzi started working in the Banking Industry in 1978 reaching his first Top Manager position in 1996
when he was appointed Director General of Cassa di Risparmio di Spoleto Spa. Afterward, within the Banking
Group, he moved to Cassa di Risparmio di Ascoli Piceno again as Director General. In 2006 Silvio Pedrazzi
started his journey abroad being appointed as First Deputy Chairman of the Executive Board in Banca Intesa
Beograd; in 2008 he moved to Ukraine as Chairman of the Supervisory Board in Pravex Bank. Before joining
Intesa Sanpaolo Bank Albania he covered as well the position of Area Manager (within International Subsidiary
Banks Division of Intesa Sanpaolo) for Ukraine, Russian Federation and Egypt and served as Board Member
and Chairman of the Audit Committee in Bank of Alexandria. He completed his studies in Italy were he got the
University Degree in Economics and a Master Degree in Economic Sciences.

Dario Grassani
Deputy CEO
Mr. Grassani took office as Deputy Chief Executive Officer of Intesa Sanpaolo Bank Albania on 1st May 2017,
with direct responsibility on ICT, Operations, CFO and Risk Management functions.
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Before joining the Bank, Mr. Grassani has been Chief Financial Officer and Member of the Management Board
in Intesa Sanpaolo Banka of Bosnia and Hercegovina since 2010.
He started his career in Intesa Sanpaolo Group in 2010 and after some training in different functions of the
Head Quarter he has worked in several other international branches and subsidiaries of the group: France,
Hong Kong, New York, Canada, Hungary and Ukraine.
He graduated in Political Science at University of Studies in 1997, in Milan, Italy.
Mr.Grassani represents ISP Bank Albania as Member of the Executive Committee of the Italian Chamber of
Commerce in Albania.

Julian Çela
Chief Financial Officer
Mr. Cela holds the position of Chief Financial Officer.
Mr. Cela is responsible for coordinating the preparation and monitoring of Strategic Plan and annual budgets,
presenting and reporting accurate and timely financial information, asset liability management and treasury
as well as accounting and procurement activities. He joined the Bank (former American Bank of Albania) in
2004. His prior work experience was at Procredit Bank in Internal Audit Department.
Mr. Cela has graduated in Finance and Banking at University of Tirana, Economic Faculty. In 2003-2004 he
completed an accelerated finance and banking curriculum, a Georgetown University Program, at University of
Wisconsin.

Ervin Xhomo
Head of Corporate & SME Division
Mr. Xhomo is currently holding the position of the Division Head of Corporate & SME in charge of the
Corporate, SME, Product and CRM & Network Support’s Departments.
Previous experiences of Mr. Xhomo include management positions at Banca Italo Albanese (BIA) as Head of
Credit Office for 2 years, Treasury Responsible at BIA and at Emporiki Bank and BIA Main Branch Manager.
Since 2008, by the merger of BIA with American Bank of Albania, Mr. Xhomo was first appointed as Head of
Corporate Department followed by the promotion as Division Head since 2009 thanks to his consolidated
experience and know how in commercial business and credit risk management, associated with a thorough
knowledge of treasury products. Moreover for a transitory period of almost 1 year months during 2015-2016,
Mr. Xhomo was holding also the position of Retail Division Head, contributing to positive indicators at retail
banking. Mr. Xhomo holds a bachelor's degree in Business Administration from University of Tirana and a
Master Degree in Business Administration from Nebraska University in cooperation with University of Tirana.
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Klodiana Piqani (Keçi)
Head of Retail Division
Mrs. Piqani holds the position of Head of Retail, covering the whole network of the Bank including Individual
segment and Small Business, as well as other supporting departments for the development of these client
segments. Mrs. Piqani joined Intesa Sanpaolo Bank in 2013, initially in the Risk Management Division holding
for three years the position of Head of Risk Analysis, and later the current position.
Before joining the Bank, Mrs. Piqani has developed an extensive experience in other Banks such as ProCredit
and Societe generale Albania, in the latter holding important managerial positions such as Branch manager of
Main Branch of Tirana as well as Head of Department for the Business Promotion.
Mrs. Piqani graduated in Finance & Accounting in the University of Economics of Tirana, and is in the process
of finalizing a Masters Degree in European Economic Studies at the University of Tirana in conjunction with
Bamberg University. During these years she has followed and has been certified in various courses and
trainings in the banking field.

Jola Dima
Head of Risk Management Division
Mrs. Dima holds the position of Head of Risk Management Division, covering the areas of
Underwriting, Non-Performing Loans, Credit, Market and Operational Risks.
Following her initial experience in a Group member Bank in Milan, she joined the Bank (former
American Bank of Albania) in 2005, initially at CFO Division and later managing Market,
Operational and Credit Risk Departments.
Ms. Dima is Deputy Chairman of ISBA committees, including Credit, Financial, Underwriting, Asset Quality
and Operational Risk Committees.
Ms. Dima graduated with Laude in Business Economics at the University of Bologna, Italy in 2001 and later
completed two master degrees, in Management and Information Technology (ALMAWEB, Bologna) and
Banking Risk Management (UNSBC, Tirana).
During these years she has lectured in different private universities and followed professional training
courses related to her area of interest.

Albina Mançka
Head of Operations Division
Mrs. Mançka holds the position of Head of Operations Division, covering the areas of Back office,
Real Estate and Security. Mrs. Mançka has a twenty year successful experience in management, project
financing and coordination in financial institution(s) and private companies. Prior to joining the Bank (former
American Bank of Albania) in 2007, she worked for seven years for Albanian-American Enterprise
Fund, where she managed the biggest and most important investments of the Fund in Real Estate area. Mrs.
Mançka’s experience also includes management of the first private telecommunication company, managing
position in different USAID projects, private consulting company as well as lecturing at the State Economic
Faculty in the subjects of Strategic Management.
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Mrs. Mançka graduated at the University of Tirana, Economic Faculty. In 1995 she was awarded a Fulbright
Scholarship and in 1997 she obtained her MBA from Wisconsin University, USA.

Alketa Lamçe
Head of ICT Division
Mrs.Lamçe holds the position of Head of ICT Division, where her responsibilities include development of IT
strategies, IT applications and infrastructure, IT projects and IT services support.
Mrs. Lamçe joined the Bank (former American Bank of Albania) in 1999 and she has worked in different leading
positions, such as Head of Information System Department and Deputy Head of IT.
Before joining the bank, Mrs. Lamçe worked as a Developer at INIMA and IT specialist at Savings Banks of
Albania.
Mrs. Lamçe has a degree in Applied Mathematics, Faculty of Natural Sciences, University of Tirana and
completed the Master in Business Administration, University of Tirana (Nebraska University Program).
Throughout her outstanding career, in addition to successfully leading complex projects, she has attended
numerous advanced trainings on ICT, Banking and Leadership Development Program.
Mrs. Lamce represents ISP Albania in the Albanian Association of Banks as chairman of the ICT Committee
established in February 2017.

Ledia Plaku
Head of Legal Department
Mrs. Plaku holds the position of Head of Legal Department.
Mrs. Plaku has a long and remarkable career in the Bank, which starts back on year 2000 at
former American Bank of Albania and includes managerial positions such as Head of Legal, Compliance,
Human Resources, General Secretariat and Physical Security Department(s). Before that, she used to work for
PMU/Immovable Properties Registration System as Head of Legal Department and has also taught Law at the
Faculty of Law, University of Tirana.
Mrs. Plaku graduated in Law at the University of Tirana and completed the Master of Laws at Queens’
University, Canada (full time). She has attended advanced courses on Leadership such as Executive Program,
Emerging Leaders at London Business School, U.K and Leadership Development Program organized by Intesa
Sanpaolo Group. Ms. Ledia Plaku is member of Tirana Bar Association since May 2003.

Ediola Biçaku
Head of Internal Audit Department
Ms. Biçaku holds the position of Head of Internal Audit.
Ms. Biçaku joined Intesa Sanpaolo Bank Albania in April 2017. She brings a wide range of experiences from a
10+ years of career in audit. Prior to joining ISBA, she worked in National Commercial Bank (BKT). She began
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her professional banking career in 2006 working at BKT Internal Audit Group as an assistant auditor and
achieved all hierarchical audit rankings within the Group. She served as Responsible Person for the design and
maintenance of audit methodologies, prior to becoming the Manager of Internal Control Department under
Internal Audit Group in 2014, in charge of establishing new functionalities of continuous audit for the
company.
Ms. Biçaku graduated from the Political Sciences Faculty, Ankara University in Turkey, with a Bachelor’s degree
in International Relations. During these years, she has attended a series of professional training courses
related to her areas of responsibility. She is a passionate audit leader and has prepared several training
modules on a variety of topics related to international standards of internal audit, periodic and continuous
audit, COSO framework, control optimization, fraud prevention and detection.

Markeljan Rriska
Head of Compliance and AML Department
Mr. Rriska holds the position of the Head of Compliance and AML Department.
Mr. Rriska joined the Bank (former American Bank of Albania) in April, 2004 and has held different positions
such as Head of Legal Affairs Unit and Deputy Head of Legal Department. In
September 2002, he was admitted at Tirana Bar Association where he still is a member.
Following a successful experience as Attorney at Law, he was appointed Head of Legal Department and Public
Relationship at Albanian Shares Register, a position held until 2004. His vast experience in Legal Departments
enabled him to accrue a depth of professional expertise and proficiency. Mr. Rriska has taught several Law
Courses during his career.
Mr. Rriska graduated in Law at the University of Bucharest, Romania. He has attended the Leadership
Development Program and Compliance Function Training organized by Intesa Sanpaolo Group.

Entela Zigori
Head of Human Resources and General Secretariat Department
Mrs. Zigori holds the position of Head of Human Resources and Organization Department.
Mrs. Zigori started her professional career in the Bank (former Banca Italo Albanese) in June 1993.
Through the years Ms. Zigori has been part of the management team of the Bank holding the position of
Responsible of Administration Division in charge of Financial Control & Accounting Department, HR
Department, IT Department and Treasury Back Office. In March 2008, following the reorganization of Intesa
Sanpaolo Bank Albania sh.a., she was appointed as Head of Human Resources. Her main contribution is
dedicated to the development and growth of the Human Resources capital.
Mrs. Zigori has a Bachelor Degree in Industry Economics, Faculty of Economy at Tirana University. She has also
gained other qualifications through many courses and programs including Leadership Development Program,
Business Communications, IFRS and Banking & Finance.
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Macroeconomic
Environment and
Banking Sector
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General overview
Albanian economy accelerated its growth rates significantly throughout 2018, reaching the highest
level since 2008. According to INSTAT, the average Gross Domestic Product (GDP) growth during
the 9 months of 2018 was 4.35%, compared to 3.84% growth of the previous end of year, driven by
energy, as a result of favorable weather conditions characterized by high precipitation level, which
enabled the growth of domestic energy production considered a direct added value to the economy
and processing industry, which for the second consecutive year recovered, supported also by the
favorable price conjuncture in international markets. Works for major energy projects for the
construction of the Trans Adriatic Pipeline (TAP) pipeline and hydropower plants over Devoll River
continued with high intensity in 2018 while they are in the course of final completion. Trade and
services activity continued to improve. Construction slowed down during the first six months,
following a sharp increase in the last year, but recovered in the third quarter. Agriculture continued
to grow at a slower pace, whereas telecommunication in 2018 recorded a year of negative growth.
For the fourth quarter of 2018, the Bank of Albania evaluates that economic growth slightly slowed
down due to the decline of energy production.
Consumption was revived in 2018, driven by tourism, which marked the best year in 2018, since
Albania was targeted as a favorite tourist destination for foreign visitors.
The increase of Consumer Price Index (CPI) continued to be weak also in 2018, below the Bank of
Albania targeted level of approximately 3% for the seventh consecutive year. Although the
economic growth accelerated and consumption was enlivened, the increase of CPI was curbed by
lower imported inflation as a result of domestic currency overpricing. Average annual inflation for
2018 grew slightly to 2.19% compared to 1.99%, a year ago. Inflationary pressures were higher
from February to September, driven by food prices, reflecting adverse weather conditions, which led
to increased domestic prices, as well as increase of fuel price, following the unfavorable
international conjuncture, whereby fuel price reached up to USD 80 a barrel in international stock
exchanges. Over the last months of the year, the CPI dropped below 2%, mainly impacted by the
decrease of domestic products’ prices, clothing and fuel.
Low inflation environment allowed the Bank of Albania to continue to pursue the easing monetary
policy for the eighth consecutive year. In June 2018, Bank of Albania lowered its base interest rate
by 0.25 point percentage to 1.00%, leading to another historic minimum level, since the base
interest rate in 2017 remained unchanged at 1.25%. The Bank of Albania signaled that in the first
half of 2019 it may change the monetary policy course, increasing interest rates and reducing
monetary stimulus, in line with the expected developments in the Eurozone.
Foreign direct investment in Albania grew by 11.89% on annual basis for the 9- month period of
2018, reaching EUR 758 million. The positive performance of investments reflected their growth in
the first quarter by 52%, due to the difficult works carried out by TAP pipeline in Skrapar area and
the initiation of the construction of compressors station in Fier. After the slowdown in the second
quarter, foreign direct investment fell by about 9% in the third quarter.
The two major TAP pipeline projects and continuation of works for the construction of hydropower
plants on Devoll River by Statkraft Energy were the key drivers that contributed to keeping foreign
investments at high level. Energy contributed to approximately 60% of foreign investments for the 9month period 2018. TAP project is expected to be finalized by the beginning of 2020, whereas
Statkraft is in the process of building a second hydropower plant in Moglicë. Their completion is
likely to lead to a decline of investments, unless new sources of foreign capital investments are
made available. This situation urged both international institutions, International Monetary Fund
(IMF) and World Bank to revise decreasingly the country's economic growth forecast in 2019 to 3.94%.
The rating agencies continued to render a stable and positive rating for Albania, with a focus on the
Albanian government's efforts for fiscal consolidation and public debt reduction, but meanwhile they
have warned of the risks that may arise from the high government engagement in the public private
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partnership projects (PPP).
As of February 2019, Standard & Poors assigned a B+ rating for Albania, with a sustainable
perspective. Standard & Poors appreciated the reduction of public debt by 5 point percentage
points over the last three years. Although expectations remain positive, the agency warned of the
risks that may arise if the government increases borrowing or if concessionary agreements create
considerable budget related liabilities. Standard & Poors assessed that concessionary agreements
in the form of public private partnership pose a significant risk to state finances, adding that it is
impossible to estimate accurately the liabilities they can create for the budget.
In August 2018, the other rating agency, Moody's, assigned B1 rating for Albania with a steady
expectations. The agency assessed the country's progress in strengthening institutions. "Moody's"
estimated that further debt reduction and continued progress in strengthening the institutions would
lead to the improvement of Albania's public finance budget. Otherwise, if the government shall
deviate from its debt reduction policy, then the rating would deteriorate.
On 23 January 2018, the International Monetary Fund Executive Board concluded Article IV related
consultations with Albania. As a previous user of IMF financing user, Albania is part of the so-called
"After Program Monitoring", which requires reviews of macroeconomic developments, risks and
policies twice a year. In the recent review, in addition to economic growth assessments, IMF was
critical in terms of fiscal risks that could arise by budget projects realized through private public
partnerships. The report stated that "Rapid growth of GDP has also increased fiscal risks and staff
proposed further steps to control this issue. In addition to the existing PPP stock of 31% of GDP
(covering more than 220 projects, including energy concessions by more than 23 point percentage)
in the 2019 budget, the documents provide a list of potential PPPs accounting for 15% of GDP".
Global Competitiveness Report 2018-2019, ranks Albania 76th out of 140 countries, displaying an
improvement of 4 positions compared to the previous year, ranking lower than Serbia and
Montenegro but better than Macedonia and Bosnia Herzegovina. Albania appears to have problems
in terms of organized crime, judiciary performance, legislation efficiency, followed by problems
related to property and ownership rights. The best rank concerns health and primary education
index, but it is weak in terms of innovation and sophistication.
World Bank's "Doing Business 2019" report (referring to 2018), ranks Albania 63rd, improving with
two positions compared to the previous year, being penultimate in the region and leaving Bosnia
and Herzegovina behind. The worst indicators of Albania is obtaining construction permits,
providing electricity and tax payment. The most positive indicator is the protection of minority rights,
cross-bordering trade and settlement of insolvency issue.
Unemployment rate for the population aged 15 and above reached 12.2% at the end of 9 month
period 2018, down by 1.4 point percentage compared to the previous year, according to data of
Labor Force Survey, reaching the lowest level of transition. Improvement is due to employment
increase mainly in the non-agricultural private sector, where services and industry have played a
key role.
According to Bank of Albania assessments, private investment continued to grow in 2018,
accelerating in the third quarter. The Bank estimates that the fine performance of added value in
construction and import of construction materials suggests that construction-related investments
have rendered the main contribution to private investments growth over the third quarter.
During 2018, imports of 'Machineries, equipment and spare parts', an indicator of investments in
economy, increased by 6.1%, reaching the higher pace in the first half of the year, when
investments related to TAP pipeline accelerated. Imports of 'Construction materials and metals'
expanded at slower pace by 2.3%, reflecting the growth of domestic metal production and the fact
that construction was weak in the first six months of the year.
Albania, for the second consecutive year, experienced a tourism prosperity. The number of
foreigners visiting the country in 2018 reached a record level of 5.9 million people, an increase of
15% on annual basis, contributing to the revival of trade and services sector. The scope of 95% of
foreigners visiting Albania included holidays or visiting relative.
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P ERFORM A NCE OF CURRENT A CCOUNT B A LA NCE SHEET A CCORDING TO ITEM S 2009 - 2018

Current acco unt (mio EUR)
Current acco unt (% against GDP )
Impo rts (mio EUR)
Expo rts (mio EUR)
Trade balance sheet (mio EUR)

2009

2010

2011

2012

2013

2014

2015

2016

2017

2018

(1,330)

(1,019)

(1,197)

(978)

(891)

(1,076)

(884)

(813)

(866)

.-493*

(15)

(11)

(13)

(10)

(11)

(13)

(9)

(8)

(8)

.-6.7**

(3,054)

(3,254)

(3,647)

(3,525)

(3,696)

(3,945)

(3,890)

(4,216)

(4,669)

(5,050)

751
(2,304)

Trade balance sheet (% against GDP )

(24)

Remittances fro m emigrants

782

1,172

1,406

1,525

1,732

1,826

1,737

1,772

2,036

2,444

(2,082)

(2,242)

(2,000)

(1,964)

(2,119)

(2,153)

(2,444)

(2,633)

(2,606)

(21)

(22)

(24)

615

636

(21)
689

(23)
664

(19)
676

(18)
545

(21)
592

598

(20)
501.00*

Macroeconomic environment in 2018
The growth rates of Albanian economy were high during the first three quarters of the year,
exceeding the 4 percent level. According to the Bank of Albania estimates, the economy slowed
down in the last quarter as a result of the decrease of electricity production. The Bank deems that
along with the energy, throughout the year, the economic growth reflected the continued expansion
of consumption, investments and exports.
In the first quarter of 2018, domestic production growth was 4.42%, maintaining high rates also in
the second quarter, by 4.32%. Unlike the same period last year, when construction was the
economy engine, during the first half of 2018, the economic growth was largely driven by energy
sector, favored by weather precipitation conditions. In the first quarter, industry and energy
contributed by 2.42 point percentage, whereas in the second quarter, only the contribution of
energy was 1.76 point percentage. Other sectors that impacted growth during the first six months of
the year were "Trade, Transport, Accommodation and Food Service", "Extracting and Processing
Industry" and to a lesser extent, due to their weight and economic structure, scientific, professional
and technical activities"," art, entertainment, recreation ".
Also in the third quarter, the economy continued to grow at a high rate, 4.48% respectively. Energy
continued to be the leading sector, although its contribution was lower, totaling 1.32 point
percentage.
The processing industry was the second sector with the highest economic growth rate, 8.34%
respectively, accelerating for the second consecutive year. The most favorable international
conjecture for oil and minerals prices were the main reasons of this revival, meanwhile the sector
working with active processing regime slowed down due to the negative impact of euro
underpricing.
Wholesale and retail trade increased by 4.94% over the 9 month period, accelerating compared to
the same period last year. Improvement of the employment index, restoring trust in the economy,
consumption increase, driven also the fact that the country is targeted as a favorite tourist
destination, contributed to the improvement of this indicator over the past three years.
Unlike last year, construction was idle, especially in the first two quarters of the year, increasing by
2.35% in the first quarter and decreasing by 1.11% in the second one. Construction boosted again
in the third quarter by 5.92%. 834 construction permits were issued during the 9-month period all
over the country, compared to 831 were issued in 2017. While in the capital city, the construction
pace is expected to be high based on the number of the construction permits, which increased by
38 percent for the same period.
Information and communication activity marked a sharp decline of 6.11% on annual basis for the 9
month period of 2018 due to the exit of the fourth mobile operator from the market by the end of
2017.
Growth in agriculture sector continued to be poor, with only 1.50% during the 9 month period,
compared to 0.84% last year. The sector's performance, which contributes approximately by 20% in
the Albanian economy is dependent on low production, due to land fragmentation, unstable weather
conditions, lack of organization, disoriented production, etc.
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Private consumption grew by 3.4% during the 9 month period 2018, accelerating compared to
previous years and recording the highest pace since 2008, in line with the revival of economic
activity. Private consumption was particularly high in the third quarter, reaching 3.86%, reflecting
the flourishing and boosting of tourism activity. Consumption is also supported by the stimulating
monetary policy and growth of consumer loan, employment increase, improved financial balance
sheets and increase of salaries.
Consumer Price Index fluctuated between 1.70% and 2.40% during 2018, remaining again at low
levels. Inflation was higher during February - September, when it easily exceeded the 2 percent
level, whereas in the other months it was slightly below this level.
Throughout the year, the groups that impacted inflation were "Vegetables including potatoes", which
increased on average basis by 13.70% and "Water supply" by 17.47%. The group "Vegetables
including potatoes" reflected the spontaneity of Albanian agriculture, where the lack of vegetable
production after their overproduction in the previous year led to their price increase. Meanwhile
"Water supply" was impacted by the increase of drinking water price in the capital city, by 44% in
2018.
Other groups recorded minimal changes, with negative contribution rendered by "Health" due to the
reduction of medicine prices and hospital services cost as well as "Furniture, appliances and home
maintenance". Slightly positive growth, below 2%, was recorded by "Alcoholic beverages and
tobacco",
"Clothing and footwear", "Hotels, bars and restaurants".
Consumer Price Index continues for the seventh consecutive year to remain below the Bank of
Albania targeted level of 3.00%, reflecting still poor consumption. In 2018, a significant pressure on
the poor inflation rate was rendered by the common currency depreciation, affecting the decrease
of imported inflation. This effect will continue to be present even during the first semester of 2019,
but it is expected to be extinguished in the following period.
Bank of Albania evaluates that internal, medium and long-term inflationary pressures are in the
course of strengthening. This performance is dictated by further improvement of the country's
cyclical position, reflected both in the downward trend of unemployment rate and improvement of
capacity utilization rate.
Since 2017 was the first year that the Bank of Albania did not change its base level, from
September 2011, when it launched an aggressive monetary easing policy, in 2018, the Bank
intervened only once, reducing its base interest rate to a new historical minimum of 1.00% in June.
Simultaneously, the Bank of Albania continued to supply the banking system with required liquidity
through open market interventions.
In the second half of 2018, the Bank of Albania launched an extraordinary and temporary program
of interventions in foreign exchange market aiming at curbing the exchange rate appreciation, under
the conditions when it jeopardized the achievement of the inflation target.
Bank of Albania signaled that it will continue to use monetary policy pursuant to its inflation target
maintenance at around 3% in the medium term perspective, implementing the inflation targeting
regime. The signals given by the Governor of the Bank of Albania imply that for the first time in
2019, a turnaround may be recorded in terms of increasing the base rate, ending the stimulating
monetary policy which has been lasting for more than seven years.
The easing monetary policy was mainly reflected in a slight reduction of lending cost in Albanian
Lek, during 2018, while deposit interest rates increased slightly. This trend is observed for the third
consecutive year, indicating that the space for lowering interest rates on deposits has already been
exhausted. The average monthly rate of new loans in Albanian Lek for the entire year 2018 was
6.66%, compared to 6.83% the previous year. In December 2018, the average interest rate of new
loans in Albanian Lek dropped to 6.80%, from 7.15% in December 2017. Lending to the economy
continued to be weak for the fourth consecutive year due to strict lending conditions imposed by
banks, poor demand from large enterprises and lack of feasible projects, but also the accounting
effect of writing off loans that are not recovered for more than three years. The interest rates of time
deposits in Albanian Lek demonstrated for the third consecutive year an upward trend, reflecting an
attempt by banks to attract depositors that have left as a result of low interest rates. In 2018, the
average interest rate applied on new time deposits (1-60 months) in Albanian Lek was 0.95%,
compared to 0.91% in 2017.
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Exports continued to experience a double-digit growth for the second consecutive year, reflecting
the revival of metal industry's activity and extraction of crude oil. They increased by 13.70% in 2018,
following an expansion of only 12.10% in 2017, on annual basis. The fine performance of the group
"Minerals, fuel, electricity" and "Construction materials and metals" rendered the main impact, which
together contributed to 61% of total export growth. Exports of "Textiles and footwear" slowed down
the pace, due to the impact this sector had on Euro depreciation. Among the other groups with the
lowest share in exports, the highest growth was recorded by "Foods, beverages, tobacco" and
"Machineries, equipment and spare parts", "Wood and paper products".
“Textile and footwear” exports increased by 5.39% on annual basis in 2018. This group, whose
main advantage is low cost of labor force, and operates based on the process of active processing
regime, slowed growth rates following the expansion by 10.10 % on annual base in 2017. "Textiles
and footwear" constitute the largest group of exports in Albania, comprising 39.85% of the total,
recording a decrease in comparison to 43.09%, their weight held in the previous year. Italy remains
the main destination of this group's exports.
The group of “Minerals, Fuel, and Energy” recorded a strong increase of 30.88%, following a
decrease of 7.46% a year ago, giving the highest impact on export expansion. The fine
performance of this group was driven by the increase of energy exports, favored by precipitations
and improved international oil price conjuncture. 'Minerals, fuel and energy' were classified again as
the second largest group in the country, comprising 18.27% of the total, compared to 15.78% in
2017.
'Construction materials and metals' constituted the third largest group in the country, comprising
17.03% of the total compared to 16.05% in 2017. This group recorded an increase of 21.45%, a
double-digit rate for the second consecutive year, driven by the positive performance of
construction materials industry and the reactivation of metal exports.
Exports of 'Foods, beverages, tobacco' slowed down its growth rate, expanding at 7.45%,
compared to 18.67% a year ago. "Machinery, equipment and spare parts" exports continued to
grow at a double digit rate of 19.38% as a result of increased investments in the sector of electric
systems assembly for vehicles, which operates mainly based on the active processing regime. The
performance of other groups, which occupy a small share in total exports, was relatively modest.
Italy remains the country's main partner in terms of exports, by 43.08%, decreased by 5.46 point
percentage compared to the previous year, as a consequence of the slowdown of exports pace to
this country. Exports to Italy increased by a minimum of 2.08% on annual basis, compared to the
approximately 10% of the annual increase in 2017. Textile and footwear constituted 63.96% of
exports to the neighboring country.
Kosovo continued to be the second trading partner of the country for the fifth consecutive year, with
8.73% of the total. Exports to the neighboring country increased significantly by 29.48% in 2018.
"Minerals, Fuel and Energy" and "Construction Materials and Metals" are the products exported
more to Kosovo.
Spain is Albania's third partner in terms of exports, with 7.78% of the total, increasing by 61.25% on
an annual basis in 2018. "Minerals, fuel and energy" (oil) is the main export group to this country.
Germany restored again the position of the country's fourth trading partner, with 4.32% of the total.
Exports to this country increased by 23.71%.
Greece ranked as country's fifth partner, with 4.22% of the total, following an increase of exports by
13.02%.
Imports grew by 2.43%, with the highest impact given by the group "Minerals, fuel, energy". Italy is
also the main trading partner in terms of imports, by 27.32% of the total, followed by Turkey by
8.44% and Greece by 8.12%.
The trading balance sheet improved to 6% in 2018, reflecting the faster growth of exports compared
to imports. Import export coverage ratio resulted 51.60%, improving compared to 43.60%, last year.
The average exchange rate of euro against the domestic currency in 2018 was ALL 127.60 per
euro, depreciating by 4.85% compared to the previous year and recording the sharpest annual
decline since 2004. This is the fourth consecutive year that euro is losing grounds in the domestic
market. Except for January, when it reached ALL 133.97, euro has been weak throughout the year
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in the domestic market. From January to June, the euro lost points rapidly, exchanging at ALL
124.17 in the first days of June. In that period, the Bank of Albania announced that it would launch a
series of extraordinary foreign exchange interventions to curb the decline of the common currency,
as Euro depreciation was affecting the inflation targeted objective of the central monetary institution.
The decline of euro was further hampered for several months, but after the decreasing intensity of
interventions, euro depreciated again in December, reaching another historic minimum level of the
last decade of ALL 122.69. The Bank of Albania stated that in addition to the key factors related to
the improvement of current account deficit, Euro was affected by temporary supply factors such as
the conversion of the bank capital and loan disbursement from the European Bank for
Reconstruction and Development for the energy sector in the country. The Bank expects that in
2019, the Exchange rate will be more stable and achieve a new balance varying approximately
between ALL 124 – ALL 126.
Also dollar depreciated in 2018, exchanged on average basis at ALL 108.01 compared to ALL
119.00, which was the average level of previous year, with a sharp depreciation of 9.23%, reflecting
mostly the appreciation of the domestic currency against the entire basket of currencies
During the first quarter, the Bank of Albania, through two auctions organized in February and
March, purchased EUR 19.30 million. Subsequently, foreign exchange market interventions were
intensified in the second quarter. Initially, the Bank of Albania bought 43.50 million euro through
three auctions. On June 5, the Bank of Albania intervened with the objective of avoiding the
disturbances in the foreign exchange market buying EUR 13.90 million and then, from June 6, the
amount of EUR 51.40 million was purchased by second tier banks, with the objective of curbing the
further strengthening of the exchange rate. Of the total Eur 108.80 million purchased by second-tier
banks during the quarter, 71.50 million euro were bids for converting their capital. In the third
quarter, the Bank of Albania bought EUR 129.85 million, of which 114.55 million euros were
purchased with the intention of not allowing the exchange rate strengthening and the rest of EUR
15.30 million was bought through auctions for intervention purposes aiming at increasing foreign
currency reserve. In total, for the 9-month period 2018, Bank of Albania purchased EUR 242.65
million.
The emigrants’ remittances for the 9 month of 2018 amounted EUR 501 million euro, an increase of
7.97% compared to the same period of the previous year. This is the fifth consecutive year that
remittances increase, since they reached the lowest historical level in 2013. The revival of the
immigration cycle is one of the main reasons that emigrants' remittances entered the growth cycle
again.
Unemployment rate dropped to 12.20% at the end of the third quarter 2018, compared to 13.60% in
2017, according to data from the Labor Force Survey, recording the lowest transition rate.
Unemployment rate displayed the sharpest decline in the first quarter and continued to decline
slightly in the next two quarters, reflecting the improvement of economic activity and increased
capacity utilization by businesses. Employment increase was mainly supported by service and
industry sectors. Unemployment rate among young people continued to decline, down by 2.8 point
percentage in the third quarter of 2018, compared to the same period last year, reaching 23.20%.
Average monthly salary for an employee at the end of the third quarter 2018 was ALL 50,015.
Unlike the end of 2017, the change of the average monthly gross salary for one employee declined
by 1.18%.
Average monthly salary for an employee in the state sector at the end of the third quarter totaled
ALL 60,494, decreasing by 1.80% compared to the end of 2017.
Total budget revenues slowed growth in 2018, increasing by 4.00% on annual basis, 2.70% below
the original plan.
Revenues from "Income Tax" and "Personal Income Tax" recorded the most positive performance,
increasing by 8.90% and 13.70% respectively, on annual basis for the 12-month period. VAT
remains the item with the biggest weight in budget revenues, constituting 31.94% of the total. Fine
performance was also recorded by the revenues from local government, which increased by
18.50%. Revenues from special funds increased by 7.40%.
Expenditures increased by 3.90% on annual basis in 2018. The budget deficit was reduced by 14%
compared to the previous year.
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Public debt is estimated to have reached 69.1% of GDP in 2018, down by one point percentage
compared to 2017. In the macroeconomic fiscal framework 2020-2022, the government predicts to
gradually reduce public debt in order to reach the level of 59.50% of GDP by 2022.
MAIN MACROECONOMIC DATA 2009-2018

A nnual inflatio n (%) end o f year
Unemplo yment rate (%)
Real GDP increase rate (%)

2009

2 0 10

2 0 11

2 0 12

2 0 13

2 0 14

2 0 15

2 0 16

2 0 17

3.70

3.37

1.68

2.70

1.90

0.70

2.00

2.20

1.80

2 0 18
1.80

13.76

14.04

13.98

13.35

15.93

17.50

17.30

14.20

13.60

12.20*

3.30

3.71

2.55

1.42

1.00

1.77

2.23

3.37

3.84

4.35*

GDP at current prices (billio n A LL)

1,143.90

1,239.60

1,300.60

1,332.80

1,350.60

1,434.30

1,475.30

1,552.90

1,555.00

1,647.60

GDP per capita (USD)

4,101.30

4,094.60

4,437.50

4,247.50

4,410.70

4,578.70

3,952.80

4,131.70

4,537.50

5,309.30

P ublic debt (% o f GDP )

59.70

57.70

59.40

62.20

70.40

72.10

72.70

72.30

70.10

69.10

B udget Deficit (% o f GDP )

(7.00)

(3.50)

(5.00)

(4.90)

(5.20)

(3.10)

(4.10)

(1.80)

(2.00)

(2.00)

A verage exchange rate (A LL per 1EUR)

132.06

137.78

140.30

138.80

140.26

139.90

139.70

137.40

134.10

127.60

A verage exchange rate (A LL per 1USD)

94.98

103.90

100.90

108.20

105.67

105.50

126.00

124.10

119.00

108.01

So urce: M inistry o f Finance, B OA , INSTA T

Banking sector
The banking system continued to grow slowly in 2018, while this year marked a record number of
banks acquisitions transactions. Asset growth slowed down, credit expanded slightly, deposit
performance was negative, profits decreased. The most positive performance of the banking
system was marked in terms of reducing non-performing loans.
According to the data of the Bank of Albania, total assets of the system at the end of 2018
amounted ALL 1.45 trillion, with a minimum increase of 0.52% compared to the end of 2017.
Growth rates were also affected by the depreciation effect of euro. The system invested available
money primarily in the purchase of government securities.
At the end of December 2018, the credit stock of the economy reached ALL 532.6 billion, a
decrease of 3.21%, compared to the end of the previous year. This negative trend was also
impacted by the depreciation of euro, because credit in euro is reported converted in ALL, and the
credit write off, which were not repaid for three years, from banks' balance sheets. With the
exception of these two effects, the Bank of Albania reported that real credit growth resulted about
5% in 2018.
Banks continued their orientation towards lending in ALL, whereas the share of foreign currency
lending declined to 49.20%, down from almost 50% in December 2017. The Bank of Albania
announced in the beginning of 2018 a de-euroization strategy, which aimed at reducing the use of
euro in Albanian economy, an action which intends to increase the monetary policy effectiveness of
the central monetary institution.
Total deposits amounted ALL 988.6 trillion at the end of 2018, reflecting an annual decrease of
1.30%, as a result of the shrinkage of ALL savings and depreciation effect of euro in reporting of
foreign currency deposits. Over the past few years, the deposit performance has been poor,
reflecting the decrease of deposit interest rates as a result of the easing monetary policy pursued
by the Bank of Albania for seven years. Despite the de-euroization policy of the Bank of Albania,
foreign currency deposits continue to be preferred and display a better performance than ALL
deposits. In December, foreign currency deposits (mainly in euro) accounted for 53.87% of the total,
compared to 52.71% a year ago.
The Bank of Albania deems that the Albanian financial system continues to present high levels of
eurozation, which reflect the use of foreign currency at a large extent in the Albanian economy.
Under these conditions, the Bank estimates that taking measures to control and lower these levels
gradually is necessary.
The profit of the system for 2018, reported according to local standards, was ALL 18.39 billion,
reflecting a decrease of 16.67% compared to the previous year, mainly as a result of lower interest
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income.
The decline of profits also affected the deterioration of profitability indicators. Return on Assets
(RoA) dropped to 1.32% at the end of 2018, compared to 1.45% in 2017. Return on Equity (RoE)
fell to 12.10% in 2018, compared to 15.06% a year ago.
Non-performing loans ended the year with a sharp decline, reaching 11.08%, down by 2.15 point
percentage compared to the previous year. The Bank of Albania estimates that the decline of nonperforming loans reflects the improvement of the economic activity, effects of the measures taken
pursuant to their reduction, and the continued efforts of banks and businesses to clean up and
restructure their balance sheets.
2018 continued with intensive developments in terms of banking consolidation, as in December
2017, 100% of Veneto Banka’s capital was transferred to Intesa Sanpaolo. In the beginning of
February 2018, the National Bank of Greece sold its Albanian subsidiary to American Bank of
Investments (ABI), a transaction already finalized. Piraeus Bank in Greece officially announced in
the beginning of August 2018 that it has entered into an agreement with Balfin Group and
Komercijalna Banka for the sale of 98.83% of its shares of its branch in Albania, Tirana Bank. The
transaction is approved by the Competition Authority and the Bank of Albania. In November, the
Competition Authority announced that it authorized the concentration realized through the sale of
88.89% of the shares of Societe Generale Albania SHA from Societe Generale to the Hungarian
OTP Bank. In January 2019, the Competition Authority authorized the concentration achieved
through the benefit of the control of the International Commercial Bank by Union Bank. After these
transactions, the number of banks in the banking system will be reduced from 16 to 13.
Until the end of the third quarter of 2018, the banking system continued to be well-diversified by the
origin of its capital, although it is undergoing through changes, of which the most important is the
decrease of the weight of Greek banks. Currently 28.38% of system assets originate from Turkey,
15.11% from Austria, 13.04% from Italy. The weight of Greek banks, from 13.54% at the end of
2017, declined to 5.37%, after the sale of two banks of Greek owned capital. After the realization of
the sale of Tirana Bank to Balfin Group and absorption of the International Commercial Bank by
Union Bank, the share of Albanian capital owned banks is expected to grow to 22.33%, compared
to 15.20% at the end of 2017. The weight of French banks, which will be soon passed to the
Hungarians, is 5.71%. German capital occupies 2.16%, US capital 5.63% (following the absorption
of NBG by American Bank of Investments) and 2.28% are from other countries.
By the end of 9 month period 2018, the banking system counted 474 branches, 5 branches less
than a year ago. The number of employees was 6.816, decreasing by 78 employees.
(Source of data: quarterly publications of GDP, INSTAT, Labor Force Survey and Labor Market, Q
III 2018, INSTAT; Data on the banking system, Bank of Albania and Association of Banks; Balance
of payments data, Bank of Albania, Fiscal Statistics 2018, Ministry of Finance, Macroeconomic
Fiscal Framework 2020-2022).
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DA TA ON B A NKING SECTOR 2009 - 2018

2009
To tal assets (millio n A LL)

886,309.00

2010

2011

2012

2013

2014

990,631.00

1,120,168.10

1,187,983.00

1,234,321.00

1,293,721.00

2015

2016

2017

1,317,843.00

1,407,286.00

1,445,330.00

2018
1,452,926.00

To tal assets against GDP (%)

77.20

81.00

86.40

88.24

90.89

91.50

91.22

93.70

92.94

88.18

To tal lo ans against GDP (%)

38.52

39.30

41.20

41.20

40.35

39.61

37.82

36.46

35.39

32.33

To tal depo sits against GDP

57.92

63.94

66.60

69.10

69.96

69.13

68.34

67.53

64.41

60.00

Lo an to eco no my against to tal assets (%)

49.60

48.70

48.37

46.70

44.39

43.28

41.47

38.91

38.05

36.66

440,397.35

483,130.00

541,899.80

554,732.00

547,928.00

559,987.00

546,794.00

547,602.00

550,280.00

532,628.00

Lo an weight in A LL

0.32

0.33

0.35

0.39

0.40

0.42

0.44

0.47

0.50

0.51

Lo an weight in fo reign currency

0.68

0.67

0.65

0.62

0.60

0.58

0.56

0.53

0.50

0.49

To tal lo ans (in millio n A LL)

To tal depo sits (in millio n A LL)

662,426.00

785,225.00

875,230.00

930,703.00

950,088.00

977,421.00

985,574.00

1,014,197.00

1,001,671.00

988,647.00

Depo sits' weight (in millio n A LL)

0.56

0.51

0.52

0.51

0.52

0.52

0.50

0.48

0.48

0.46

Depo sits' weight in fo reign currency

0.44

0.49

0.48

0.49

0.48

0.48

0.50

0.52

0.52

0.54

Net result (in billio n A LL)

3.50

6.70

0.71

3.76

6.56

11.19

15.69

9.27

22.07

18.39

Return o n assets (%)

0.42

0.72

0.07

0.33

0.54

0.89

1.20

0.74

1.51

1.32

Return o n equity (%)

4.58

7.58

0.76

3.78

6.43

10.53

13.16

7.15

15.71

12.14

Capital A dequacy Ratio (%)

16.17

15.38

15.56

16.17

17.96

16.84

16.04

15.71

16.60

18.24

No n-perfo rming lo ans level (% against to tal)

10.27

13.61

18.94

22.76

23.22

22.76

18.22

18.26

13.23

11.08

M o ney o utside depo siting co rpo rates (billio n A LL) 209.00

195.00

194.90

192.70

198.90

217.66

230.60

249.25

265.26

275.28

M o ney supply - mo ney liabilities (billio n A LL)

871.00

980.00

1,070.00

1,123.40

1,148.90

1,195.08

1,216.17

1,263.45

1,266.09

1,263.93

24.00

20.00

18.20

17.15

17.31

18.21

18.96

19.73

20.90

21.78

M o ney o utside B anks/mo ney supply (%)
So urce: B ank o f A lbania
*the figueres are as o f September 2018
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FINANCIALS AT A GLANCE
Income Statement

2015

2016

2017*

2018*

Net Interest Income

4,545,726

4,257,405

3,983,035

3,782,370

Net Fees and Commissions

783,972

704,326

820,771

785,295

Pre-tax Income

2,668,971

2,767,228

1,123,910

670,219

Taxes

457,876

483,508

282,635

8,983

Profit
Balance Sheet

2,211,096

2,283,719

799,827

436,707

Total Assets

141,427,369

149,528,532

184,559,044

177,699,734

Loans

45,000,001

45,239,962

55,193,813

46,500,426

Securities

56,320,615

57,980,881

59,350,512

64,000,757

Due from Banks

23,902,937

17,106,968

21,952,883

20,253,667

Deposits

118,842,127

125,974,220

147,985,177

145,483,303

Capital

19,432,580

19,504,474

23,329,338

20,274,284

Total Liabilities
Indicators

121,994,789

130,024,058

161,229,706

157,425,450

Profit / Assets

1.56%

1.53%

0.43%

0.25%

Profit / Total Capital

11.38%

11.71%

3.43%

2.15%

Income from interest / Assets

4.03%

3.20%

2.57%

2.54%

Interest expense / Liability

0.95%

0.60%

0.47%

0.47%

Capital Adequacy

16.58%

17.57%

18.91%

23.17%

Net Assets / Employee
Number of employees

214,026
570

224,955
578

230,658
699

245,973
640

Amounts in ALL/1,000
INTESA SANPAOLO BANK / KEY FIGURES
2017*

2018*

Change

Change in %

Net Interest Margin

3,983

3,782

(201)

-5.0%

Non-Interest Income

607

562

(45)

-7.5%

Total Revenue

4,672

4,344

(328)

-7.0%

Operating Expenses

(2,850)

(2,930)

80

2.8%

Loan Provisions

(51)

(27)

24

46.7%

Net Income

800

437

(33)

-45.4%

Return on Equity

3.5%

2.1%

-1.4%

Cost/Income Ratio

61.0%
0.13

67.5%
0.11

6.4%

Total Assets

184,559

177,700

(6,859)

-3.7%

Total Loans (gross)

55,194

46,500

(8,693)

-15.8%

Customer Deposits

147,985

145,483

(2,502)

-1.7%

Total Shareholders' Equity

23,329

20,274

(3,055)

-13.1%

*) Consolidated with Veneto Bank

Explanatory note: Managerial financial statements and audited “Financial Statements” are different due to the fact

that the Bank has restated its comparative financial statements to include the assets, liabilities, results of operations
and cash flows of Veneto Banka sh.a from 5 December 2017 in the audited FS.
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Domestic Environment
At the end of 2018, GDP growth is projected to increase 4.2%, higher than 3.7% of the previous year.
Growth was fueled by the further expansion of private consumption, employment growth, investments
and exports, as well as the annual growth of electricity production. Over the medium term, the growth
is projected to stay close to this level, driven by exports, tourism, and investments in infrastructure. The
Bank of Albania deems that the domestic medium-term and long-term inflationary pressures are
gaining strength toward a gradual equilibrium. Such performance is dictated by the further
improvement of the cyclical position of the country, as reflected in both the downward trend in the
unemployment rate (current level at 12.3%), and the improvement of the capacity utilization rate.
As a result of the accommodative monetary policy stance, interest rates on deposits, credits and
government securities remain at historical low levels. The monetary policy will remain
accommodative in the medium-term horizon, although the intensity of the stimulus will be adjusted
to the speed and the sustainability of the economic activity improvement. The normalization of
monetary policy should remain data dependent, aimed at reaching the inflation target over the
medium term. The expansion in aggregate demand will contribute to further employment growth,
creating the premises for rising wages and domestic inflation. In parallel, the slowdown in the
exchange rate appreciation will subdue disinflationary pressures arising from it.
Credit to the private sector showed signs of recovery, although the reported downward stock
continues to reflect the effects arising from the cleaning of balance sheets from both non-performing
loans and the effect of the exchange rate. Excluding these two effects, credit to the private sector
recorded 5.9% annual growth at the end of 2018. Credit growth continues to be faster for credit
denominated in LEK and in consumer loans. Meanwhile, in the segment of corporate loans, the
banks still apply conservative policies. Total loans at the end of the year, in December 2018,
decreased by -3.83%, consumer loans increased by 3.46% meanwhile business loans shrunk with 7.22% year on year. The non-performing loan (NPL still high) ratio has been lowered to about 11%.

Intesa Sanpaolo Bank Albania 2018 Main Challenges and Achievements
Historical minimum interest rates on government securities continued to impact on Bank’s Net
Interest Income, dragging it down.
The bank managed to grow in terms of number of customers and profitable transactions, in most
business units.
The Bank made significant progress during 2018 in the following aspects:
Solid capital position: while following the Bank’s strategy for 100% dividend distribution, the capital
adequacy ratio was further improved in 2018 reaching 23.17%, keeping ISP Albania in a comfortable
position for taking advantage of organic growth opportunities.
Credit quality: further improvement: The NPL stock in 2018 decreased significantly by ALL 1,150
mln (around 27%), pushing further down the NPL ratio by 1.1% reaching 6.6% in December 2018.
Commercial activity: optimistic growth and a well-positioned commercial model focus on higher
growth in all business segments. Improvement shown in 2018 in SME, Individuals and Small
Business, qualified 2018 a positive year in terms of lending growth.
Cost-to-income ratio at 67.5%: in 2018 affected by non-recurring events beyond management
control. Cost saving initiatives and improved control systems ensured another year driven by
operational efficiency.
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Manage Risk Well
Credit Risk
Credit Origination quality was at healthy levels with just 1.29% of new lending for the last three
years recording 90+ days average vintage.
New lending is acquired based on know-how and awareness of sectors’ particularities, predefined
solutions, policies & products, mainly mentioning Renewable Energy and Agribusiness as
components of volumes increase. Such results involved also partnerships and risk sharing
agreements with experienced players such as EBRD.
The Bank, in compliance with Group rules, has in place a Risk Appetite Framework (RAF) with
regards to the control of main risks such as Credit Concentration risk, Real Estate risk, Sovereign
risk, Foreign Exchange credit risk, etc.
A dedicated function of Proactive Credit Exposures Management (PCEM) is established, having a
more proactive credit quality monitoring and addressing credit deterioration since the first signals for
all segments.
The Bank has a framework on Credit Control activities organized in 1st and 2nd level controls on
credit area. These controls are aimed at a prompt and better identification of any inadequate credit
practices and mechanisms as well as ensuring effective corrective actions.
The Bank adopted IFRS 9 standard from January 1st 2018, by reclassifying the financial assets in
stages as per risk classification, applying respective credit losses calculation (1 year or lifetime
expected credit losses).

NPL Management
During 2018, was sustained the trend of significant improvement in loan portfolio quality. The Bank
continues to outperform the Banking sector average regarding the reductions of NPLs. These
results are mainly driven by:
NPL stock Reduction to healthy levels enabled by good collection results, coupled with the moving
off balance sheet of staled positions as per Central Bank regulations.
Early intervention on positions potentially object of restructuring/rescheduling, avoiding portfolio
deterioration, combined with support/involvement by Under-writing team and the new PCEM role, in
defining solutions from early revision stages to later deteriorated ones.
Deleveraging of Repossessed Assets, through a dedicated unit within Risk Management Division,
generated positive results with regards to repossessed assets marketing and sale.
Other Risks
The Bank, in compliance with Group rules, implemented the most updated Basel III provisions on
Liquidity Risk and Interest Rate Risk measurement and monitoring.

Retail Banking
A key event occurred at the last quarter of 2018 was the merger with acquisition of Veneto Bank
which, was an excellent opportunity for all ex Veneto Bank customers to obtain and profit of the
wide range of innovative products and service offered from Intesa Sanpaolo Bank and being served
from an extended network which covers the major and main areas in Albania. Such event resulted
also in an expansion of the existing network with 2 new additional branches in Tirana, as well as 2
new branches outside Tirana, due to be opened during 2019.
Meanwhile Retail Banking, Intesa Sanpaolo stand alone, continued down the path of sustainable
growth during whole year, marked by a relevant improvement of the Bank main indicators and
achievements of all business KPIs. As a consequence of our continued investments in strategic
initiatives to drive growth, as well through reshaping and creation of new products and services
designed with the customer in mind, we grew total Retail Customer base both for Individuals

28

Normal Document

Annual Report 2018

and Small Business with respectively 7.7% and 12.1%.
Dedicated projects and programs with the aim to achieve the Strategic goal related to Active
Customers Growth, initially implemented during 2017 and further on elaborated during 2018,
enabled us to follow our Customers throughout their entire lifecycle, preventing the inactivity, as
well improving customer experience and satisfaction. Leveraging on such programs the Bank
managed to had a growth of active customer by 10.5% for the Individual Segment and 11.7%
in Small business.
Being in line with the Group and Bank Business plan 2018 – 2021, lending activity had the major
focus during 2018. The efforts in applying new processes flow, pricing structure, shortening and
improvements of processing time, combined with an aggressive new customers acquiring
approach, resulted successful in all customer segments, showing an increase of overall retail
performing loan volumes of 15% year on year. Driven by loans in Lek, we grew our total lending
portfolio, strengthening our position in the markets by almost 1% compared to the previous
year. We increased new production by 6% versus previous year, notably in the consumer loans.
Applying the same strategy as in the last year, due to the revised and improved features of different
sub-products within consumer loans products catalogue, the Bank had especially a remarkable
performance in Individuals Segment both in terms of numbers and new volumes, impacting
positively not only in terms of net increase performing volumes but in terms of profitability as well.
As a result of a well-defined strategy for both existing and new customers, during 2018 the Division
achieved the goal to increase customer loan penetration vs 2017, notwithstanding the relevant
increase of the customer base as well. Quality of the lending portfolio has been another aspect
closely monitored which is always a priority for the Bank. The measures taken through continuous
performance review as well as timely and holistic addressing of first signs of possible customer
defaults combined with a good quality of the new credits origination enabled an improved NPL ratio,
both on segments and division level.
The strategy on deposits is built around activities focused on improving the ratio between deposits
in local currency towards those in foreign currency, as well as actions to meet customer demands in
terms of tenor diversification and interest repayment options. New products such as 5 years Term
Deposits in Lek with fixed interest rate as well as the 10M & 15M time deposit in USD were
successfully launched enriching the customer’s choice of products offered. Our market share for
outstanding term deposits increased by 1.4% compared to previous year, driven by time deposits in
Lek. Deposits volumes marked an increase by 6% versus previous year, with the highest increase
noted in the individuals’ segment.
Harmonized also with the Corporate Social Responsibility goals, Intesa Sanpaolo Bank continued to
further sustain the women in business, enabled through a partnership program with EBRD which
was firstly implemented last year. During 2018, 13 new customers were credited by fully exhausting
the funds at disposable from this agreement with EBRD. After this successful collaboration, Intesa
Sanpaolo Bank has decided to extend the program in a second phase with an additional amount,
expected to be finalized and implemented during 2019.
Also, during 2018 we continued to facilitate lending to the agribusiness sector leveraging from the
new instruments on risk management previously introduced through cooperation with EBRD Risk
Sharing Program.
Over 100 000 Cardholders chose to use our cards to fulfil their needs. In our product portfolio
we offer a wide range of debit cards (in LEK / EUR /USD), Credit Card, Prepaid Card, and the most
prestigious card in the market the Visa Infinite card.
Our focus on 2018 was on educating customers to use their card in POS/Internet, as we strongly
believe that this will create additional value and service for the customers and the Bank as well.
2018 marked an increase of 22% in internet/POS transactions compared to previous year, thus
making us very optimistic on the next year’s results.
The Bank is working to introduce within 2019 the Credit Card in Euro, Virtual Card and Geo Control
functionality which we strongly believe will bring the customer satisfaction to the next level.
In support of all business segments, the improvement and excellent use of the Customer
Relationship Management platform (CR-ISP) further consolidated customer insights and analysis
which are crucial also in designing products that meet these customer needs. The wide and
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extensive ranges of campaigns launched during the year have given positive results in products
sale, as well as in services offered.
We pay special attention to our customer’s needs and evaluate their feedback, which drives usto
improve product features and have made it easier for customers to operate with us through digital
transformation.
Branch footprint was optimized further with the rebranding of “Rruga Barrikadave” branch and
“Twin Towers” branch. The new feel-at home style surely aims to further improve customer
perception and comfort whilst in branch as well as enhance the level of service offered to them.
In continuation of activities initiated in 2017, fingerprint authentication and electronic signature,
after piloting in two branches, was successfully extended to the entire network in 2018. The impact
was very positive, and almost 20% of signature verifications were performed using the electronic
signature process.
In addition, we continued with the streamlined process of ATM fleet replacements in order to
improve service levels in all available channels.
As part of our strategy, we are committed on using technology to enhance our customers’
experience. With the aim to consciously design services using a user-centered, holistic, interative
approach, in line with the group plan, in 2018 we focused efforts on a new strategy intertwining
digital + physical. Recognizing the need of finding new ways to create simple and engaging
services, as well as to leverage from technological developments and process streamlining to
reduce costs, we managed to successfully launch the New Public Portal and completed the pilot
phase of the new Mobile and Web Banking. We expect to leverage from the potential of the new
platform and reap its results through 2019 with the primary aim to significantly increase digitally
active customers.

Corporate Banking & SME
During 2018, Corporate & SME Division augmented the focus on the business development and
customers’ base expansion.
Despite persistent challenges in the market deriving from decreasing interest rates environment and
increasing local competition, Corporate & SME consolidated its lending and deposit market share
while addressing special attention to the quality of the new portfolio.
Trust and sustainability of relationship between the Bank and its Corporate & SME clients were the
key factor in facing the market challenges. Special attention was paid toward a careful management
of customer’s portfolio and the cross-selling of bank products.
The bank successfully met the needs of Corporate & SME clients, offering a comprehensive range
of product and services of different categories, including financing (standard loans, overdraft
facilities, project financing, syndication loans, etc.), trade finance facilities (guarantees and letters of
credit), deposits, treasury products (spot transactions and forward), domestic and international
payment transactions, POS-terminals, business cards and “on-line” banking.
The positive trend of the SME segment continued during 2018. It achieved an organic growth of
17% in lending portfolio.. Main industries in the focus of the lending activity have been tourism,
manufacturing, renewable energies production and wholesale trade. The bank reconfirmed its
strong position in the Multinational segment, which provides extensive banking services to some of
the most important and largest foreign investors in Albania.
Boosting of the Trade Finance products was one of the core business streams, accomplished
through a dedicated team in support to Corporate & SME customers dealing with export importactivity. In co-operation with Treasury Department, the bank intensified efforts which resulted in
very satisfactory outcomes in boosting FX trading revenues.
In general the Corporate & SME Division increased its contribution in overall Bank’ results with an
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increase of 9.4% of its Net Operating Margin.
Given the importance of the CRM, a successful sales management approach is conserved in
Corporate & SME segments reflected in the concept of structured account planning and execution
monitoring, as well as through the joint strategy development towards group’ customers, in terms of
tailored made solution offered. It has been in the Bank’s consideration to maximize the values
generated by business clients, adopting common strategies to better serve segments with particular
needs, by improving also the Corporate & SME customers’ satisfaction. This is why during last year
the bank invested in a dedicated project for improving the Bank’s CRM platform aiming a better
management of the customer’s relationship.
Should be mentioned that merger of Intesa Sanpaolo Bank Albania with Veneto Banka concluded in
October 2018, had a slight impact in increasing of the Corporate & SME’ customer’ base and
assets/liabilities portfolio, improving moderately lending potentials to be exploited.

Finance and Capital Market
Treasury and ALM during the year 2018 managed to deliver approximately same contribution in
NII as it relates to the investments in Albanian Government Securities, notwithstanding the sharp
decrease of the yields, by a better management in terms of volumes and duration of the
investments made.
The volumes were affected by two main events which have oppositely contributed to the
increased volume of securities like:
The merger with Veneto Banka and its capital conversion exchanged from EUR into LEK.
Implementation of the De-Euroization package according to the Memorandum of Cooperation
between Bank of Albania, Ministry of Finance and Economy and Financial Supervision Authority.
During September- October 2018, Treasury and ALM has actively participated in the successful
issuance of the Albanian Government Eurobond, together with Banca IMI in its role as coLeader Manager, appointed by the Ministry of Finance and Economy.
Moreover, Treasury and ALM structure has been actively involved and has highly contributed to
the creation of the secondary market for the Albanian Government securities, together with other
4 banks part of this project.
One of the important activities of this department, closely related to the activity of Corporate &
SME and Retail customers, has been competitiveness in trading the financial instruments like
Spot Foreign Exchange transactions and Albanian Government securities in the retail market,
both increased compared to previous year.
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Volume of Securities Portfolio (Balance of yearly average)

Volume in Lek/1,000

47,527,166

49,355,779

47,252,806

FCY
LCY
13,421,630

11,282,640

Dec 2016

12,269,913

Dec 2017

Dec 2018

Revenues from Securities

2,106,994
1,802,733

Incomes in Lek/1,000

1,781,539

FCY
LCY

333,769

Dec 2016

314,657

Dec 2017

284,490

Dec 2018
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ICT Management
During 2018 Intesa Sanpaolo Bank Albania went through the execution of several major successful
initiatives, supporting the strategic objectives of ISP Group and of ISP Albania, which significantly
impacted the business of the Bank and the ICT architecture.
The most important, include the implementation of Digical, the new Online Banking
platform that will bring a new banking experience to its customers through its state of the
art digital services, finalization of the Merger with Veneto Banka in record time (in 5
months only), conclusion of the last phase of the Co-operation project aiming to complete
transition of all ICT systems to the central data center facilities of ISP Group in Italy, and
implementation of ServiceNow, an IT Service Management solution based on best
practice ITIL standard processes.
Digical: Developed as part of the ISP Group Strategic Plan, the Digical strategy (digital + physical)
aims to provide Intesa Sanpaolo customers with a unique and seamless experience across all the
digital and physical channels of the bank, and to support the banks in their Digical Maturity Model
improvement. The technical implementation of the Digical Online Banking platform in ISP Albania,
including full integration with core banking and other internal systems will provide to the customers a
variety of services, available 24x7. The platform will become accessible to the customers in the
beginning of 2019.
Merger with Veneto Banka: Following the approval of the Supervisory Council of Bank of Albania for
the purchase of Veneto Banka sh.a. in Albania from ISP Albania, the merger project was successfully
executed and finalized on the 30th of September 2018. Execution of the technical migration involved
full migration of core banking systems and of the relevant ICT infrastructure, a very complex exercise,
both technically and business-wise, that demanded high agility and perfect coordination among all
ICT and business actors. On 1-st October 2018 all ex Veneto customers were able to operate as
customers of ISP Albania.
Cooperation Final Phase: During 2018 the ICT Division completed the second and final phase of
the Co-Operation project, completing the transition of all ICT systems to the central data center
facilities of ISP Group in Italy, except for the ones required for the local infrastructure. Administration
of all ISBA system is still a responsibility performed by the staff of ISBA ICT Infrastructure. The
project presents many advantages at the group and local level in terms of resource optimisation,
synergies, sharing of best practices, allowing for the local teams to focus on activities that add
business value. In addition, the new facilities provide high availability of services and ensure
compliance with both internal & external requirements in the area of BCM.
Implementation of Service Now: ISP group strategic initiatives during 2018 represented a
significant qualitative step forward regarding the enhancement and standardization of ICT
Governance among all subsidiaries of ISP Group. The multi-year program started with the
implementation of standard IT service management processes based on ITIL V3 best practices,
implemented in a centralized ITSM Solution, Service Now. This implementation was successfully
finalized by ISBA in December 2018.
Other ISP Group strategic initiatives in 2018 were mostly oriented toward implementation of
centralized risk management solutions, such as the implementation of the centralized Electronic
Credit Application, and solutions related to Collateral and Covenants management, and in the
continuous improvement and increasing of the scope of Big Financial Data (BFD) model, and
improvement and standardization of Financial Reporting.
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Operations
Intesa Sanpaolo bank Albania was one of the pioneers that implemented the Group’s
standards for a new way of banking, aimed at making people feel ‘at home’ by focusing on
a welcoming customer service and human relationship, with the branch at the heart of the
relation with customers”. The work for increasing client’s satisfaction, optimization and cost
saving started on earlier of 2018 with rebranding one of the biggest branches, one located
in Rruga e Barrikadave. Refurbishment of “Rruga e Barrikadave” branch was in
continuance of refurbishment of Head Quarter premises in this address (started during
2017), which was finalized with remodeling of the façade in these premises. This
investment was an added value not only for the Bank but for the community of the area as
well, and showed once more the Corporate Social Responsibility of Intesa Sanpaolo Bank
Albania at being a leader institution in Albania in meeting the Health and Safety
requirement in terms of respecting the legislation and not only. During inauguration day,

on October 18th, 2018, these facts were mentioned by Governor of Bank of Albania
Mr. Sejko and Mayor of Tirana, Mr. Veliaj.
Operation Division and especially Real Estate Department played a very important
and active role during the merger of Intesa Sanpaolo Bank Albania and Veneto Bank.
Starting on September 1-st 2018 several branches of ex Veneto such as “Twin
Towers”, “S. Delvina Street”, and “Kombinat” were added to the Intesa Group model.
During December 2018 started the work for reallocation of “Rruga e Dibres” branch in
the New Residential Area in Tirana, “Rruga e Kavajes” ( ex Park) and Fieri branch.
After the finalization of these projects, the total number of branches with Intesa Group
Layout arrived in 9 (nine) out of 32 (thirty two) of Intesa Sanpaolo Bank Albania total
network.
All these investments make these branches a place of partnership, an open place for
dialogue, meetings, communication and work, a friendly customer service,
strengthening human relations. The new layout offers many diversions while waiting to
be served: besides internet access, clients can also read one of the many books
available for consultation, enjoy a good cup of coffee in a very relaxed environment
while listening to the background music, which mitigates the surrounding ‘working’
noise. In addition to all the customer’s facilities and friendly environment, the new
branches offer better working conditions for the staff of our Bank as well, more natural
light, more fresh air and more spacious working place.
Implementation of these standards are supported strongly by the High Management,
Operation Division and other structures of the bank to operate as an effective and
active instrument in respecting the health, security and safety of the staff, clients and
collaborators.
In this context, tha Bank has invested on a big project for replacing the Electrical
Power Infrastructure which will replace the existing infrastructure with a high
technology that will improve Health and Safety requirement and Business Continuity
Management of the Bank.
Main focus of the Operation Division remains optimization, cost saving and increase
of customer satisfaction all in the light of Intesa Group values.
In an environment where Information Security is increasingly important for the regular
operation of business activities, Intesa Sanpaolo Bank Albania is moving toward the
adoption of integrated security model in order to be able to provide to its customers a
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level of security commensurate to the threats to which the Bank's services are
exposed. The context in which Intesa Sanpaolo Bank Albania operates daily, reflects
the evolution of the economic and social system, which has become increasingly
dependent on so-called cyberspace which is the set of networks and systems through
which (fundamental) services are provided to citizens by businesses, critical
infrastructures, government agencies and public administration.
As such, the Bank since the beginning of year 2018 has been part of a larger initiative
of the Intesa Sanpaolo Group relevant to the alignment of its security governance
model to the ISP Group new standards as demanded by the new more stringent
emanations of the regulatory relevant to the Cybersecurity environment. A series of
introductory milestones have been followed and achieved during the year, more
specifically related to the adoption of an extended set of ISP Group Security Rules,
ICT Risk Assessment Methodology, ISP Group IT Security Guidelines and relevant
security macro processes. As well the Bank has conducted a gap assessment
between the actual security posture and the needed initiatives/investments that were
required to be initiated in order to close the identified gaps and prepare the budgeting
necessary for year 2019 in order to comply with the required improvements for the
alignment with the new security model.
Leveraging on an extended coordination between all the Bank’s units and the Parent
Company, a detailed Information Security Integration Plan has been defined and
implemented in a timely manner; specific important points such as inclusion of security
in Bank’s projects methodology, extension of Bank’s contracts with clauses of security
and business continuity management and revision of ICT Risk assessment
methodology enriched with economic impacts assessments are performed.
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Financial Review
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Financial Review¹
In 2018 ISP Albania reported a net profit of ALL 437 million. In comparison with 2017, net revenues
decreased, mainly driven by lower net interest income and loss on revaluation of capital, in part offset by
lower regulatory expenses.
Transaction-based revenues still reflect growth in commercial activity, partially offset by accounting
adjustments and non-recurring effects on commission expenses, especially for cards. Operating cost
were successfully maintained under control if normalized for some accounting adjustments in the previous
year and non-recurring events. Credit quality positively improved keeping provision expenses and cost of
risk at minimum levels.
Year 2018 as other previous years resulted challenging for Intesa Sanpaolo Bank Albania. Revenues were
negatively affected mainly due to the following macroeconomic factors:
Domestic interest rates on Albanian Government Bonds remain in historical minimum levels, not showing
any sign of changes.
Despite the monetary policy easing and excess in liquidity, credit growth remains stagnant with banks
cleaning up their balance sheets.
The net profit decrease in 2018 by ALL 363 Mln, from ALL 800 in 2017 to ALL 437 million, was in particular
driven by merger with Veneto Bank, causing higher expenses in integration costs for ALL 183 Mln and
lower income on trading with ALL 174 Mln due to loss on Veneto Bank capital conversion from EUR to
ALL. The analysis is made based on 2018 and 2017 results according to IFRS. If otherwise stated, all
figures are presented in millions of ALL.
Results 2018 Highlights
Net Interest Income at ALL 3,782 mln, down 5.0% (2017: ALL 3,983 mln)
Net Commissions at ALL 785 mln, down 4.3% (2017: ALL 821 mln)
FX result at ALL 105 mln, down 62.4% (2017: ALL 278 mln)
Operating Income at ALL 4,344 mln, down 7% (2017: ALL 4,672 mln)
Operating Costs at ALL 2,930 mln, up 2.8% (2017: ALL 2,850 mln)
Operating Margin at ALL 1,414 mln, down 22% (2017: ALL 1,822 mln)
Net Income at ALL 437 mln, down 45% (2017: ALL 800 mln)
Lending Results – entirely generated in domestic market
Total performing loans in Dec-2018 at ALL 43,454 mln, down 14.8% from Dec-2017 (if normalized the
Veneto Bank impact, the decrease would be 9.1%) mainly in large corporate due to particular events.
Positive results instead generated in:
SME in Dec-2018 at ALL 10,182 mln up 7% (without Veneto the increase is 16%)
Small Business in Dec-2018 at ALL 4,249 mln, down 1% (without Veneto impact, the result would be an
increase of 7%)
Individual performing loans in Dec-2018 at ALL 10,223 mln, up 9% (without Veneto impact, increase
would be 15%)
Credit quality - further improvement
Improved credit quality, with a decline in the NPL ratio in most of the business units.
TotalNonperforming loans in Dec-2018 at ALL 3,046 mln, down 27% from Dec-2017.
Out nonperforming loans in Dec-2018 at ALL 332 mln, of which:
Large Corporate nonperforming loans in Dec-2018 at ALL 1,776 mln, down 37%.
SME down 31%.
Individual nonperforming loans in Dec-2018 at ALL 555 mln, down 16%.
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Strengthened capital position – notwithstanding 100% dividend distribution
Regulatory Capital in Dec-2018 at ALL 18,917 million, up by 24% from Dec-2017 mainly as a result of
increase in reserve due to the merge with Veneto Bank and the difference in net profit of GAAP versus
IFRS. Capital Adequacy Ratio at 23.17%, up by 4.26% (Dec 2017: 18.91%)
Cost discipline and efficiency measures to offset decrease in operating income
Cost income ratio at 67.5%, up 6.5% (2017: 61.0%)
Increase of C/I ratio indicator, comes a mix effect of accounting recoveries in 2017, and accumulated
unpaid expenses of Veneto Bank. Along with higher intra-group expenses generated by strategic projects,
operating costs were managed substantially in line with previous year.
Change
amount
437

NET PROFIT (LOSS)
-225
-41
-9
-283

Charges (net of tax) for integration and exit incentives

Income taxes

-100

(363) -45%

800

183
670

(454) -40%

1,124

(103) 4166%

2

-412
-575

Net impairment losses on other assets

(164) -28%

-27
-51
-205
-74

Net Provisions for risks and charges

Net adjustments to loans

1,414
1,822

OPERATING MARGIN
OPERATING COSTS-2,930
-2,850

(24)

47%

131

-176%

(408) -22%
80

-373
-370

Adjustments to property, equipment and intangible assets
-1,222
-1,108
-1,335
-1,372

Other administrative expenses
Personnel Expenses

4,344
4,672

OPERATING INCOME
-328
-410

Other Operating Income (expenses)

105
278

Profit (Losses) on trading

3%

3

1%

115

10%

(38)

-3%

(328)

-7%

(82) -20%
(174) -62%

785
821

Net fee and commission income

3,782
3,983

Net Interest Income

Y 2018

442%

(274) -97%

INCOME (LOSS) BEFORE TAX
Other income (expenses)

%

(35)

-4%

(201)

-5%

Y 2017

Quarterly development of main consolidated income statement figures (ALL in mln)
OPERATING INCOME

OPERATING COSTS

OPERATING MARGINS

NET PROFIT (LOSS)

510.5 1,414.0

1,232.6 4,344.2

29.5 436.7

354.1

722.0 2,930.2

387.5

253.8

106.0

295.6
721.1
-86.4

1Q

2Q

3Q

4Q

FY

1Q

2Q

3Q

4Q

FY

1Q

2Q

3Q

4Q

FY

1Q

2Q
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Operating Income
Operating Income dropped in 2018 by 7%, primarily driven by net interest income at ALL 3,782 million lower
than 2017 by 5.0% as a result of:
Lower net interest income
Net interest income decreased, reflecting continuous decrease of interest rates, affecting in this way incomes
from loans and securities. Incomes from securities were partially offset by volume impact that increased
year on year almost 8%. On liabilities side, savings evidenced compared to previous year a slight
increase in deposits fully offset from lower due to banks.
Shall be emphasized the reduction of incomes from NPL, with ALL 118 Mln year on year. In 2018 the
bank received ALL 213 Mln from NPL, compared with ALL 331 Mln in 2017.

Globalspread
Average Assets (reclas)
179,815

171,344

2.14%
2.07%

2017

2018

2017

2018

Higher commissions income in core commercial categories
Net commission resulted 4% lower in 2018 mainly due to higher commission income generated from loans and
guarantee commissions in 2017 and due to accounting adjustments during the merging process. The bank
successfully managed to partly offset this missing income with the following core commercial contributors:

Current Account Commissions increased by 4% in 2018 compared to 2017 driven by the increase in
customer base.
Payment commissions increased by 6% in 2018 compared to 2017.
Lower income on trading as a combined effect of negative impact on Veneto Bank conversion of capital,
fully offsetting the positive contribution of Eurobond Sale and FX result related to commercial activities in
2018. Above mentioned effects caused trading to decrease by 62%.
NetCommission

821

785

FXresults

27
8
10
5

2017

2018

2017

2018
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Lower other net operating expenses
Other operating expenses went down 20% year on year due to nonrecurring negative impact of introduction of
“Resolution Plan expense” in 2017 accounting for ALL 89.2 Mln. In 2018 such expense has not been incurred
as per confirmation of central bank.

Total Operating Costs
Operating cost resulted 3% higher than 2017. If normalized for accounting adjustments in 2017 (reversal of
available accruals), extraordinary bookings of expenses not booked from Veneto bank through the years and
“intra group” expenses the operating costs would be lower compared to 2017.
Branch reallocation at better locations and at lower running costs remained on focus and still resulted as a
positive contributor in 2018. Cost reductions compared to 2017 were achieved for most of cost categories
thanks to:

Target-oriented procurement activities, the Bank has negotiated better terms in almost all
administrative costs in collaboration with central procurement.
Enhanced cost control for all cost centers
In full alignment with Bank’s strategy, the bank keeps under particular focus the lowering of “run the bank”
costs by leveraging on the development of economies of scale through ISG Central Procurement.
OperatingExpenses

Cost/IncomeRatio

61.0%

2017

2018

2017

67.5%

2018

Improved credit risk
NPL ratio was further reduced in 2018. The Bank managed to keep cost of risk at minimal levels. The following events
determined the yearly loan impairment costs:

Introduction of IFRS 9 triggered additional loan provisions for performing loans
Off balance sheet movements of some exposure due to regulatory requirements asking for additional impairment
charges
Improvement of some NPL and closing NPL exposures through cash collections and collateral
executions, contributing in loan impairment release.
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Dec 2014

NPL ratio

Cost of risk

Dec 2015

Dec 2016

Dec 2017*

Dec 2018*

26.5%

19.9%

13.9%

7.6%

6.6%

51.0%

44.9%

36.6%

36.9%

47.7%

2.4%

2.3%

-0.5%

0.14%

0.47%

*) Consolidated with Veneto Bank

Legal Disputes

On December 2018, the Bank had forty-one outstanding litigations.
The internal Policy for “Operating Rules for Accounting for Provisions on Contingent
Liability and Contingent Assets” approved by Board of Directors on July 2014 outlines
the rules for establishment of provision on litigations as well as the actors involved in the
process.
Based on the above policy, provisions have been duly recognized when present obligation
have been evidenced or when a probable outflow of resources has been estimated to
settle the probable obligation.
Forward looking statement
During 2018 the bank managed to finalize the operational and legal merge with Veneto
Bank. It is our strong belief that the Bank is properly positioned for following its key strategic
guidelines in 2019:
Increase revenues in a very competitive environment while improving fee-based
contribution
Enhance product cross selling by leveraging on ISP product factories.
Proactive Sales Approach
Enhance Pricing Capability
Wealth Management & Insurance Growth
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Drive the digital transformation while reviewing the role of the physical network
We aim to drive the digital transformation while reviewing the physical network as
follows:
Online Products, Services and Experience by developing and update online banking
platform, by improving features and functionalities, aiming to drive customers on using
internet banking as their first choice
Digital Processes by leveraging on group projects such as Digical, Big Financial Data.
Physical network optimization though introducing and promoting online features, thus
reducing the physical usage of the branches.
Improve credit quality - NPL Management
Optimization of collection processes by improving the monitoring of performance &
effectiveness identify opportunities to accelerate further deleveraging of selected NPLs
portfolios also through disposals, leveraging on the experience and best practice in the
processes obtained during the previous years:
Crash program on eligible off-balance exposures.
Focus on deleveraging the repossessed assets

Improve cost discipline - Cost efficiency throughout processes review
We aim a continuous analysis of potential cost reductions based on different sourcing
possibilities
– use the “Make or Buy” approach.
The ATM fleet replacement aiming in diversifying the range of services offered through ATMs as
well as reduce the cost of serving in branch to customers who want to make deposits.
By leveraging on Procurement Centralization and optimizing Sourcing Strategy aiming cost
reductions, attaining economies of scale and improving the expenditure process.
Reducing the cost of service through shifting clients towards channels.
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Corporate Social
Responsibility
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Corporate Social Responsibility
Intesa Sanpaolo Bank Albania based on the excellent experience of Intesa Sanpaolo Group,
remains focused on providing continuously qualitative banking services and products by contributing
this way to the development of the economy of the country.
The entire activity of the Bank is driven by the Code of Ethics, believing that the sustainable growth is
achieved only by meriting the trust of our stakeholders. Our core ethical values are centered in our
vision toward a sustainable future.
Intesa Sanpaolo Bank Albania pays dedicated attention to the community by expanding access to
credit, offering access to financial instruments, managing with transparency and prudently the
customer savings, and by offering products tailor made for different categories of customers! Of
course that this process requires a continuous dialogue not only with our customers, but also with all
the actors that impact and are impacted by our banking activity. Listening and dialogue are two
powerful tools that orient our governance toward a corporate culture that enhances and encourages
the critical thinking philosophy, the innovation and the continuous improvement.
The Bank follows specific politics and procedures on hiring and management of employees that are
based on fairness and consistent conduct, preventing favoritism, abuse and avoiding discrimination.
Intesa Sanpaolo respects the professional standing and dignity of all its employees, recognizing the
set of technical, organizational and relational skills as the Bank’s main strategic resource. Only by
undertaking to protect and bring out the best of our employees we can maintain sustainable
competitive advantages.
Intesa Sanpaolo Bank Albania pursues its goals with honesty, fairness and responsibility, in full and
true respect of the rules and professional ethics and in the spirit of signed agreements. We contribute
in the fight against corruption, also through a zero-tolerance policy with respect to episodes of
corruption in the workplace. Besides, the Bank requires the utmost transparency in company
behaviors, representing Bank’s interests in a transparent manner.

RELATIONSHIP WITH CUSTOMERS
Comparison of year to date development of Active Current Account customers for December 2017
and December 2018 has been 13.9% and over the goal. The same way in Small Business segment
the Bank has performed very well in terms of relative growth, driven by very high acquisition of new
customers. In the end of 2018, the Active base of customers in Small Business Segment shows an
increase of 14% which is significantly higher than the set KPI. Results are monitored net from the
merger effect of Veneto Bank.
As consumers engage with their bank and more transaction and behavioral insight are collected, the
consumer expects interactions with their bank to be more contextual and personalized.
Understanding what is important to our customers can help with issue detection and prioritization and
can start us down the road to resolution – whether that means a product, procedure or process
improvement.
This Year we have implemented the listening program ‘Instant Feedback’: getting in touch with clients
in real time. The new project positions itself right on the path of a new customer driven approach, it
aims at integrating feedback collection initiatives throughout all touch points and adopting a moment
of truth logic. A moment of truth represents any core occasion where the client gets in touch with the
Bank through a product, a branch employee, a digital platform, an advertisement etc. Any time
customers come in contact – even remotely – with a business, they have the opportunity to form an
opinion about this business and that is exactly what Instant Feedback wants to capture. The final
goals are to fi x client’s dissatisfaction (Inner Loop) and identify the causes of the specif ic issue the
client raised in order to amend the processes by implementing structural changes. The Instant
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Feedback program in ISBA is in full production since 2nd of October. So far through 20 Moment of
Truths we have requested more than 40 thousands Feedbacks and collected around 2.5 thousand
Feedbacks from the clients. This program never ends and is ongoing!
With the aim to consciously design services using a user-centered, holistic, iterative approach Intesa
Sanpaolo Bank Albania in line with the group plan developed a new strategy intertwining digital +
physical, which would ensure a unique and uniform experience across all channels, digital and
physical, by introducing new technologies and redefining the way customers deal with banking.
Recognizing the need of finding new ways to create simple and engaging services, as well as to
leverage from technological developments and process streamlining to reduce costs, the Bank
managed to successfully create and implement a completely New Public Portal as well as new
Mobile Banking and Web Banking, covering apart from daily Banking Capabilities also a set of
innovative functionalities which are new to the market and useful to the customer. Additionally,
understanding the importance of the staff in the equation for success, a New Branch Platform for
managing Multichannel Contract sales and post-sales was created. Extensive trainings were
conducted to ensure proper familiarization with the platforms in order to converge on the common
expectations both customer-wise and employee-wise.
What types of changes we must enact to prevent attrition of SB clients. Customer loss negatively
affect profit generated by SB Customers as well as the reputation of our business. In order to fully
understand what is causing the customer loss, in the frame of Boosting Active Customer we run a
customer loss review survey. In follow up of this survey we identified the types of changes we must
enact to prevent attrition of SB clients. The survey reinforced the view that SB segment is h ighly multi
banked: Weakening of Customer Relationship with the bank might result in loss of share of wallet
or/and Customer attrition. In follow up of this survey we implement automated system for warning
Network upon negative changes in customer behavior that has result in building a defensive strategy
that prevent loss of share of wallet and / or customer attrition.

RELATIONSHIP WITH EMPLOYEES
Intesa Sanpaolo Bank Albania sh.a. considers the employees as the most important
stakeholder!
As every year even during year 2018 Intesa Sanpaolo Bank Albania sh.a. has enhanced the
relationship with employees through different activities and opportunities.
Continuous professional several trainings, classrooms and distance learning gave to the
employees the chance to further progress and produce higher results and inspiration to perform
& shine.
Follow up-Small Business Academy - In the framework of the Small Business Academy, in
June 2018 was held the closing phase, follow-up phase. All Small Business Relationship were
involved. The training was held at our Training Center in Laprake, from the ISP Group's external
consultants, FLUXUS HR company.
Digical Project implementation - Intesa Sanpaolo Bank Albania - In 2018 the Bank was
running the Digical project which is the group solution for providing Responsive (Web), Mobile
banking and digital branch. On this behalf several trainings, classrooms and distance learning,
were held during all the implementation project phases, involving all branches staff.
AML trainings - Based on annual AML risk assessment and gap issues identified on AML
control to network, on job training with all Detica users were organized. The training had in focus
functional and operational point of view of Detica system from branches, including following
topics part of AML regulatory framework: AML procedures; AML Guideline and Rulebook;
Detica Manual; KYC forms; Good guys list management procedure.
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Trainings organized by AAB(Albanian Association of Banks ) - Several training initiatives
were also organized in collaboration with Albanian Association of Banks related to different
fields of banking sector such as: Governance,SME financing, Retail, Risk Management, Digital
Banking, Audit, AML, Fraud and Information Security.
Training on security issues – All staff branches - Intesa Sanpaolo Bank Albania strongly
encourages the security of his employees by offering trainings on health and safety at work. In
this framework were delivered several trainings during 2018, involving all branches colleagues
by giving them the ability and knowledge to deal with emergencies in working place.
“New Group Customer Data Base – NAG” Project - In light of the changed regulatory
framework, Intesa Sanpaolo Group has defined a new operating model for the acquisition,
management and control of the personal data related to the counterparties, economic groups
and connected subjects at Group level. This model could be applied through the adoption of a
new IT platform the “New Group Customer Data Base – NAG” that will replace the AS IS Group
Customer Data Base (“Anagrafe di Gruppo – AdG”) and that can be used in the various Entities
that belong to the Group. In this framework, Network Management Department organized a
training involving all key branch positions by giving them a summarized presentation of the
project and focusing on Local Front End Changes.
The Success Factors Initiative launched at the end of last year is in fact a big Project of
Employee’s Database. This Project was managed by ISBD and all the relevant ISP Structures
at Group level, and our Bank has been part of it. The Project was challenging but at the same
time crucial to achieve the main goal to go towards the Group digitalization and HR
transformation process.
The HR & Organization Department was fully involved in all the steps of the Project following
from the integration architecture, data migration, integration procedures and standardization for
interacting. Some of the main activities worked on succefully included:
Gathering the information regarding the staff data as per templates instructed at Group level.
ISBA made some modifications to TEAMWEB application in order to keep the most important
data of the staff in this application.
From Team web application, every first week of the month ISBA extracted and sent all the data
for the new employee, changes and staff leaving the bank.
The HR staff of ISBA has access in the Success Factor Platform and they can extract various
reports regarding staff data.
For the first time this year the Intesa Sanpaolo bank Albania sh.a. participated in ISBD Junior
Sports Event which was organized in the beautiful Slovenian towns of Koper and Portorose on
11th-13th May 2018, with participation of children of colleagues from different countries. This
was a very good opportunity for the staff’s children to stay together united, being part of Intesa
Sanpaolo Group! The organized sports were:
Football (7 vs 7) Kids born after 1 January 2006 (children born from 2006-2010)
Volleyball Kids born after 1 January 2004 (children born from 2004-2009)
Basketball EA7 Emporio Armani Junior Camp Kids born after 1 January 2004 (children born
from 2004-2009
The children had a great time and enjoyed this unique opportunity, Competitions, team spirit,
emotions, surprises, but first of all, the opportunity to make new friends.
ISBD Running Event 2018!
During 2018 Intesa Sanpaolo Group organized several activities for all employees, where to be
mentioned is the ISBD running marathon held in Poreč (Croatia) on 24 and 25 March 2018.
Four employees of Intesa Sanpaolo Bank Albania participated in this marathon which included
running for: Half-Marathon (21km); Fun Run (14km); Family Run (7km).

Normal Document

Annual Report 2018

Albanian Eagles always fly high!
The biggest sport event organized by Intesa Sanpaolo Group for 2018 was held in Slovenia, in
the picturesque capital Ljubljana renowned also as the city with a green soul that hosted for
three days all the sports teams from different Banks of the Group! Special guests of this edition
were Damir Skomina, a UEFA Elite category football referee from Slovenia, and Dan Peterson
“the coach”, a former American professional basketball head coach.ISBA colleagues were
organized in two teams equipped with smile and enthusiasm; volleyball for the girls & football for
the boys.“THE EAGLES”, our volley girls, decently represented Intesa Sanpaolo Bank Albania,
reaching to semifinals!

RELATIONSHIP WITH SHAREHOLDERS
Intesa Sanpaolo Bank Albania guarantees timely and transparent communication to shareholders
and to the financial community in general, with the intent of providing clear, complete and prompt
information on the status of the Bank’s implementation of strategies and the results it achieves.
The Bank has established a specific relation with its shareholders, based on transparency and full
mutual trust. We act in such a way that the value of all shareholders’ capital invested in Intesa
Sanpaolo Bank Albania is protected and increased in a sustainable manner. We invests in
enhancing this trust with information flow through different communication channels as: the
publication of the financial statements after each semester, annual reports and press releases in the
Bank’s website, keeping the continuous correspondence and organizing frequent meetings with the
Shareholders Assemblies in writing or in their physical presence. The Bank’s capacity to generate
constant growth in profitability is also determined by high liquidity, the further improvement of the
capital base, the reduction of operating costs, rigorous and prudent provisioning policy as well as the
continuous and careful crediting to support the economy.

RESPONSIBLE MANAGEMENT OF THE SUPPLY CHAIN
We believe that behavior based on listening and sharing ideas with our suppliers fosters the ongoing
improvement of those relationships, reinforcing them and generating reciprocal value. Our attitudes
are based on trust that involve the suppliers in an active role and that lead them to promptly report
problems that require the identification of a common solution. We believe that a clear and
transparent attitude contributes to maintaining enduring relationships with our suppliers. We are
convinced that integrity is a fundamental premise of these relationships. Our choice of suppliers is
based on clear and proven criteria through objective and transparent procedures. We guarantee
equal opportunity in the selection of suppliers and commercial partners, taking into account their
compatibility with and capacity for the size and needs of our company. Intesa Sanpaolo Bank
Albania criteria on supplier and technology selection are part of the process to have a better
environment and energy efficiency equipment.
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RAISING AWARENESS ON SUSTAINABLE DEVELOPMENT GOALS!
During 2018 Intesa Sanpaolo Bank Albania aimed at raising awareness on the Sustainable
Development Goals (SDG). Some of the most important activities organized during the year
according to these objectives were:
GOAL No. 1 - NO POVERTY
Someone has prepared a postcard for you!
Bank employees supported SOS Village initiative for the second consecutive year, buying 323
charity cards prepared by the children. Every end of year, SOS Village organizes a postcards’
sales campaign to raise more funds pursuant to enhancing the wellbeing of children of this
village.
The SOS village little painters, with creativity, have portrayed their rich artistic world. Their
creations were collected on a catalog of postcards with twelve different images sharing
children’s sincere congratulations, love and kindness during this festive season!

Donations for Families of Police Officers fallen on Duty
Intesa Sanpaolo Bank Albania supported with a donation the General Directorate of State Police
on the occasion of the end of year 2018 events, organized for supporting the families of 226
Police Officers fallen on duty.
GOAL No. 3 - GOOD HEALTH AND WELL-BEING
Blood Donation: Donate Blood, save a life!
For the 8th consecutive year ISBA colleagues donated blood in 23-24 May and in 6-7
December, under the special attention of Mr. Natale Capodicasa – President of Albanian Blood
Donors Association. The initiative occurred during the working hours in two special areas within
the Bank premises where 64 donations were made from Bank’s employees during 2018 (18
more employees volunteered to donate, but for health reasons couldn’t be part of this initiative).
Blood donation is one of the solidarity gestures used mostly (70-80% of cases) for helping
Albanian children suffering from Thalassemia.
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World Cancer Day - We can, I can!
ISBA joined the global movement on this day under the call: We Can, I Can! An awareness
message was distributed to all colleagues to emphasize the importance of early prevention and
early diagnosis as a good way to increase the chances of healing cancer. Two brochures were
delivered to all colleagues;
cancer diagnosis guide prepared by World Health Organization (WHO)
key data and figures of this disease with a very high mortality rate worldwide
In the FB page also a postcard was available for all followers.

World No Tobacco Day - Tobacco and heart disease
The Bank joined the global campaign for increasing awareness on the link between tobacco,
heart and other cardiovascular diseases (CVD), including stroke which combined, are among
the world’s leading causes of death! An awareness message, a postcard, important factsheets
about tobacco and an awareness video prepared by American Cancer Association were
delivered to all employees for raising awareness on the topic.
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Children’s Day, 1st of June! All the children have the right to celebrate!
On June 1st, the bank’s staff contributed with toys for orphaned children, in cooperation with the
Albanian Red Cross.
GOAL No. 4 - QUALITY EDUCATION
“THE ART OF SAVING”, AN OPPORTUNITY TO ENHANCE FINANCIAL INCLUSION
THROUGH FINANCIAL EDUCATION AMONG NEW GENERATION!
Intesa Sanpaolo Bank Albania joined for the second consecutive year the successful
international initiative of Intesa Sanpaolo Group & Savings Museum (Museo del Risparmio),
Gallerie d’Italia & the Historical Archive to celebrate altogether the World Savings Day
(31.10.2018).
Intesa Sanpaolo Bank Albania in cooperation with the Ministry of Education & Sports undertook
the role of supporting the financial education among early ages & teens by offering voluntarily to
present through its employees in the role of instructors three curricula (multimedia labs)
prepared by the Museum of Savings in Turin, dedicated to different age groups.
From 24 October till 7 November approximately 13% of our colleagues working at Intesa
Sanpaolo Bank Albania volunteered to teach in around 51 different schools throughout the
country. Nearly 2000 kids aged 6-10 years old, around 600 kids aged between 11-14 years old,
and around 280 teens were part of this initiative, where bank employees share the basic
concepts of saving and its importance in accomplishing dreams. Children were engaged
through games and quizzes aiming to familiarize them with the concept of personal finance
management, identifying targets, categorizing them in time and create opportunities for an open
discussion about basic financial concepts by working in teams.
Silvio Pedrazzi, CEO of Intesa Sanpaolo Bank Albania fully supported this initiative by
emphasizing the active role of every bank employee as an ambassador to spread and raise
awareness about the financial education and its importance in all layers of the society: “We
remain eager to continue to promote financial education to ensure the financial inclusion. Only
by undertaking concrete actions, we can facilitate the access of the new generations to services
provided by the financial sector. Each of us has a role to play, and our 75 colleagues are giving
the best personal example! The path toward achieving financial inclusion starts with financial
education.”

Volunteer mentoring!
For the third consecutive year the Bank in collaboration with Junior Achievement of Albania
offered volunteer mentoring in 6 classes of high schools in Tirana. This is an initiative to educate
and empower young people, in order to help them position better in the labor market as skilled
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entrepreneurial-minded workers. Our colleagues from ISBA offered once/week their input on the
high schools by being present approximately one hour every week during lessons offering
practical skills and enabling the students to enjoy an exceptional opportunity to acquire practical
working experience in running a student-owned and student-led mini enterprise.
“Leader for 1 day!” activity
In collaboration with Junior Achievement of Albania Organization ISBA supported the 6th edition
of Leader for 1 Day activity. One student of excellence of high school Harry Fultz, shadowed the
deputy CEO of the Bank for gaining practical experience and acting as a leader during the
whole business day. In this activity, Mr. Grassani shared with the student his personal and
professional experience, enabling practical advice on managing the decision-making process.
This activity was enabled for 48 young high school graduates who were welcomed by high
public figures, diplomatic corps and business in the country.

Intesa Sanpaolo Bank Albania supported the Regional Innovation Camp organised from junior
Achievement of Albania in Gjirokastra. The Bank’s Head of PMO & Organization also voluntarily
participated as a trainer for the teachers related to the Curriculas “ Student’s entreprises” and
“Leader for 1 day!”, sharing with them practical experience from the business sector.
Support for EESTECH LC Tirana Hackathon #Tech Your Future
The Bank supported the EESTEC challenge Tirana, a youth competition of Electrical
Engineering students for innovative ideas on the topic of Big Data Analysis. This competition
was mentored by the Bank’s IT experts, that evaluated student’s solutions to the assigned task
and also selected the winners! The winning team participated in an international final
Competition in Novi Sad, Serbia, on 14 May, where 17 international teams, competed to solve
the same task on the Big Data Analysis topic! The trip expenses of Tirana winners’ team were
covered by our Bank that also hired 7 students that were participants in this challenge that are
now part of the IT Division!
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Support for the Master Curricula of the European university of Tirana
Following the collaboration with UET, the Bank's senior management representative: the Head
of Legal Department, the Head of HR & Organization Department, the Head of Internal Audit
and the Manager of the Network participated in the meeting organized by UET in the framework
of the 250+ project on the evaluation and performance of the Master's and Scientific Master's
programs in order to discuss, evaluate and get suggestions for further improvement of Master
Curricula.

Student Conference "Economic Globalization and Youth Challenges"
The Bank supported "in kind" through promotional materials, the Student Conference held on
March 28, at the Plaza Hotel, on the theme: "Economic Globalization and Youth Challenges"
organized by the Metropolitan University and the Faculty of Economics of the University of
Tirana.
International Mother Language Day
Intesa Sanpaolo Bank Albania shared with the employees and with the customers through
social networks awareness messages regarding the International Mother Language day!

Money week and European Money Quiz!
Intesa Sanpaolo Bank Albania supported the events of the European Money Week, organized in
cooperation with Albanian Banking Association, focusing especially on Financial Education.
Open lessons from first line managers were held in several Tirana Universities.
Open lessons:
-ISBA’s Chief Executive Officer Mr. Pedrazzi and the Bank’s Deputy CEO Mr. Grassani offered
an open lesson at the University of New York in Tirana with the theme: “Budgeting and
Monitoring Cycle”.
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The Head of Internal Audit delivered an open lesson at the European University of Tirana with
thetheme “Internal Audit in Albanian Banking Sector " during the activities organised for the
Money week!

The Head of Treasury and ALM Department delivered an open lesson at Epoka University with
the theme: “Role of Banks in communicating the monetary policies and the usage of the domestic
Currency”

Intesa Sanpaolo Bank supported the European Money Quiz by increasing awareness among
high school students’ voluntarily through the bank’s employees, spreading instructions on how
to register & play the game. The European Money Quiz was organized for the first time as a
European-wide competition to improve financial literacy.

GOAL No. 5 - GENDER EQUALITY
Happy 8 March! The Time is NOW! Celebrating Women’s day
For celebrating International Women's Day Intesa Sanpaolo Bank Albania delivered a special
postcard to all employees, for raising awareness on the role and the power of women in society!
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This postcard contained the United Nations - 2018 Theme: “The time is Now: Rural and Urban
Activists Transforming Women’s lives” #SDG no.5 Gender Equality!

#16days#HearMeToo#orangetheworld
The Bank joined the campaign: "16 Days of Activism against Gender-Based Violence", which
took place from November 25th (International Day for the Elimination of Violence against
Women) up to December 10th (International Day of Human Rights), which united governments,
UN agencies, civil society organizations, businesses and individuals from all over the world to
organize awareness activities, bringing the message of "Zero Tolerance to Violence against
Women and Girls". The bank joined the campaign with the slogan #Hear MeToo" in
collaboration with UN Women Albania, distributing and sharing several awareness materials
(UN Women Albania) to employees and customers through the official Facebook site, Instagram
and through the ATMs network, urging everyone to be encouraged to denounce cases of
violence against women and girls. Considering the shocking figures of gender-based violence in
Albania, the messages aimed at learning the signs of abuse, so that everyone can help the next
person who suffers from gender- based violence.

#orangethe world campaign (orange color represents a unifying theme of all activities and
many buildings and monuments are be illuminated and decorated in orange!)
Intesa Sanpaolo Bank Albania's branch on Barrikada Street, on 23.11.2018, at 17:00 - 21:00,
was illuminated in orange, joining the global movement #orangethe world, to attract attention on
violence against girls and women #MeToo, #TimesUp, #Nununamese, #NotOneMore,
#BalanceTonPorc.
Intesa Sanpaolo Bank Albania supported all the single mothers that work in the Bank by
financing the academic text books for children of elementary and secondary school.
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“Women in Business - WiB”, a specific and dedicated product for women!
Intesa Sanpaolo Bank Albania in collaboration with The European Bank for Reconstruction and
Development (EBRD) was the first bank joining the Western Balkans Women in Business
Program back in 2015, supporting Women in Business from micro, small and medium
enterprises in Albania, with dedicated loans and packages, including a bundle of daily products
& services. The Bank financed the sum of €2 million to successful women entrepreneurs within
the first 2 years of the program. During 2018 were disbursed 13 clients with a total loan amount
of EUR 302,000, terminating this way all disposable funds. After this successful collaboration,
Intesa Sanpaolo Bank has decided to extend the program in a second phase aiming to improve
access to finance for the businesses owned & led by women in Albania, creating specific loans
with lower interests and packages of products & services, providing enhanced education &
personal development, trainings & counseling from the EBRD & Bank’s experts. This loan will
help to narrow the gender gap in access to finance and know-how. The negotiation process for
this important agreement with EBRD started at the beginning of the year 2018 to be finalized
with the signature of the new contract planned to occur in early 2019.”
GOAL No. 6 - CLEAN WATER AND SANITATION
International Water Day
Intesa Sanpaolo Bank Albania shared a special awareness-raising message with the followers
on social networks for the International Water Day, highlighting its daily relevance, challenges to
reduce the number of floods, droughts and water pollution, using opportunities which nature
itself offers. Today 2.1 billion people in the world live without access to drinking water at home.
GOAL No. 8 - DECENT WORK AND ECONOMIC GROWTH
Extension and increase of risk sharing facility for lender
Intesa Sanpaolo Bank Albania expanded the collaboration with EBRD through unfunded Risk
Sharing Facility. The product is designed to allow the EBRD to share the risk on individual
projects across all sectors of the Albanian economy by guaranteeing part of ISBA's exposures.
The agreement, signed at the EBRD’s Headquarters in London on the sidelines of the third
Western Balkans Investment Summit, included an increase in the existing risk sharing facility
from €10 million to €50 million and its extension by an additional three years, allowing the Bank
to boost access to finance to local and small businesses.
"The Comprehensive Agriculture Value Chain for a Sustainable Development of Rural
Areas in Bosnia and Herzegovina and Albania"
The Bank participated in the OXFAM national conference on the project and analysis conducted
in the area of Malesia e Madhe, financed by the Intesa Sanpaolo Group, as part of the project
"The Comprehensive Agriculture Value Chain for a Sustainable Development of Rural
Areas in Bosnia and Herzegovina and Albania ", FAI (filiere agricole inclusive).
Enhancing Financing on Agro business - New Products for Agro business
After a long experience in financing and supporting Agribusiness, Intesa Sanpaolo Bank Albania
comes with a new project for financing agro-tourism in Albania. The purpose of this project is to
finance agro-tourism activities that enable the development of specific areas of the country that
are currently underdeveloped or have room for further growth. Targeted groups are small family
businesses and farmers that want to invest in the creation of a tourist infrastructure not
necessarily linked to summer tourism but functional tourism throughout the year. Through the
financing of this sector the Bank indirectly gives a positive input in increasing employment,
preserving and promoting the natural environment & attracting tourists throughout the year.
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Agro-tourism financing 4 new products:
Investment Loans for Reconstruction or Renovation of Agro Tourism Facilities
Soft investment loans aimed at creating or increasing production of typical products
Investment Loans for Opening or Rebuilding Agro Tourism Restaurants
Bank advances to cover liquidity deficits for agro-tourism activities
These products are specially designed for Agro tourism activities according to the features of
these businesses by providing convenient payment terms, opportunities for grace periods based
on the seasonal activity and favorable interest rates.
Cooperation Agreement with Ministry of Agriculture
Intesa Sanpaolo Bank Albania signed on July 2nd the "Cooperation Agreement" with the
Ministry of Agriculture and Rural Development, which assists the farmers through granting loans
to farmers and agro-businesses. The bank offers special funding for Agrotourism covering
investments in agro-tourism facilities, investment in machinery that promote the production of
Bio products, opening and restoring agri-tourism restaurants and financing their temporary
needs with liquidity and working capital.
ALBANIA Soils Land! Consume ALBANIAN!
Intesa Sanpaolo Bank Albania participated at the Fair "ALBANIA soils land! Consume
ALBANIAN!" This fair aimed at unifying the "Made in Albania" products in a common space.
This was the largest agricultural and livestock fair that opened the doors for Albanian farmers
and entrepreneurs, but also for lands across borders, such as Kosovo and Macedonia. At this
fair, organized by the Ministry of Agriculture and Rural Development and the Tirana Chamber of
Commerce and Industry, 31 municipalities participated and over 700 producers presented their
products divided into several categories in agriculture, agro-industry, wine, alcohol, agrotourism, fruit- vegetables, livestock, traditional products, banks, guarantee funds in agriculture
etc.
Two packages linked with dedicated products for students!
Following agreement with the German Embassy and Italian Embassy, ISBA is acting as a
“guarantor” to these Embassies in Albania for students applying for student’s Visa, aiming to
facilitate the Visa process for this category of customers.
The agreements consists into the following:
1. ISBA certifying the student’s financial capability against the funds deposited;
2. ISBA assuring the transfer of these funds according to a schedule predefined by the
Embassy, or transfering the funds in the country where the students are living during their
studies.
As end of 2018, 168 albanian students that study in Germany and 592 other albanian students
that study in Italy benefited from these agreements.
Dedicated offer for students
Intesa Sanpaolo Bank participated in an activity organized by the Metropolitan University of
Tirana, where it presented the special offer created for UMT Student Card holders. UMT
students can benefit the FREE Student Package in the first year if they choose to pay their
studies through EDU Loan. EDU package offers FREE (Criteria: Student Age 18-23 years.):
opening a current account in Lek, Mobile Banking Service, Prepaid MasterCard Card for
Internet and POS Purchases anywhere in the world without commission, SMS Notification and
Preferential Terms for Payments, Transfers, Recharges and Deposits in the Treasury Branch.
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GOAL No. 9 - INDUSTRY, INNOVATION AND INFRASTRUCTURE
The Bank supported Confindustria’s activity for the PMI Day!
On 16 November, Intesa Sanpaolo Bank Albania welcomed at the branch at Str. Barrikadave
(recently reconstructed) a group of students of the Catholic University of Tirana. This visit was
carried out on the occasion of "9th National Day of Small and Medium Enterprises, PMI DAY Industrialization", organized by Confindustria Italy in collaboration with Confindustria Albania
(Italian Industrialists Association in Albania). The aim was to inform students about the
contribution of industry and entrepreneurship in the society and to provide a framework for
integrating theoretical study with practical reality. In the presence of Deputy CEO of ISBA Mr.
Dario Grassani, Mr. Serafino Stajano - First Secretary, Italian Embassy, Prof. Graziano Galeone
and the faculty coordinator and Ms. Gerta Bilali - Head of Confindustria Albania, students were
introduced with the functionalities the bank, the history of the banking system and future
projects focusing on the use of technology and innovation in everyday life, and especially on
online banking services. The Head of Network of the bank introduced the students with the
concept of the Electronic, Biometric Identification and the students experienced the opening of
current accounts through the use of digital signatures.

GOAL No. 10 - REDUCED INEQUALITIES
1 March: Zero Discrimination Day! Do you discriminate?
March 1st is recognized around the world as the International Day against Discrimination. An
awareness postcard was prepared for all bank employees, highlighting parts of Bank’s Code of
Ethics and Human Resources Policy, where all forms of discrimination are strictly forbidden.
This message was also accompanied by an online quiz (from UNAIDS) named "Do you
discriminate?" The quiz contained a series of questions to which colleagues should respond,
and automatically a result in percentage was calculated, depending on exact answers. All this
information was also followed by a campaign in the official Facebook page!
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GOAL No. 11 - SUSTAINABLE CITIES AND COMMUNITIES
Tourism Conference 2018, organized by FIAA (Foreign Investors Association in Albania)
Intesa Sanpaolo Bank Albania financially supported the "Tourism Conference 2018", an event
organized by FIAA on 27 November, in support of one of the priority and strategic sectors of the
country's development.
Donating trees for Tirana City!
Intesa Sanpaolo Bank Albania responded positively to the initiative organized by the
Municipality of Tirana for the greening of the city. 5 tree trees and 5 chestnut trees were
donated to Ismail Qemali Street and Barricade Street, both locations near Head Office and of
the two of the Bank's major branches!
Financial support for Green Line Albania
Intesa Sanpaolo Bank Albania financially supported Green Line's national initiative in "Let's Do
it!" To Clean Albania in 1 Day ". This activity took place on Friday, 23 November 2018, in
several cities of Albania
GOAL No. 12 - RESPONSIBLE CONSUMPTION AND PRODUCTION
Support for ECO Tirana Competition with recycled materials” YOU CAN!”
Intesa Sanpaolo Bank Albania awarded 3 Prizes for the Recycled Material Creation Competition
"You Can", organized by Eco Tirana & Tirana Municipality with the aim of educating and raising
awareness of 9-year and high school children on waste separation and value of recycling. Vlera
e 3 tabletave ne shumen LEK 390,000.
22 April 2018 – International earth Day, End Plastic Pollution!
Based on UN, Plastic pollution is one of the most important environmental problems that we
face today. It impacts the environment and our health and wellbeing. In this day Intesa
Sanpaolo Bank Albania delivered to all employees: Plastic Pollution Footprint Calculator;
Personal Plastics Planner and Footprint Tracker; Both these tools (prepared by Earth Day
network) can help everyone to assess the current consumption of plastics, make a plan to
reduce the plastic consumption, and track the progress while making changes to shrink the
plastic pollution footprint.

June 5th, World environment Day!
The June 5th , 2018, is recognized by UN as the World Environment Day. This year the focus of
the campaign was on plastic consumption reduction, "Ban the Plastic". On World Environment
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Day, Intesa Sanpaolo Bank Albania undertook a one-week awareness campaign through
postcards focusing on messages about the impact that plastics has today on the environment,
especially in the oceans and seas. By 2050 the oceans could have more plastics than fish! For
the Bank's employee, a quiz was also organized with the theme "Ban the Plastics" 5 winners
were invited to a special dinner by the General Director of the Executive Mr. Silvio Pedrazzi!
Communication with clients and the public was done through ATM screens, email exchange
footer, bank website and official bank pages on social media. Also to the employees were
delivered simple instructions on how to reduce plastic consumption in everyday life!

GOAL No. 13 - CLIMATE ACTION
Earth Hour 60+on 24 March 2018 @ 8:30-9:30 p.m., take action for the planet and the
nature! #connect2earth
On 24th of March 2017, for 60 minutes, from 20:30 up to 21:30 all the lights of the Intesa
Sanpaolo Bank premises were turned off in support of the Global Campaign of the EARTH
HOUR, a symbol of our commitment for the planet! All employees were invited to join the
initiative from their homes!
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INTESA SANPAOLO BANK ALBANIA SH.A.

Financial Statements
as at and for the year ended
31 December 2018
(with independent auditors’ report thereon)

Normal Document

Annual Report 2018

Organizational Structure of
the Bank
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Organizational Structure of the Bank
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Bank Business Network
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Intesa Sanpaolo Bank Albania
Business Network Map
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Nr.

City

Branch

Address

Contact

1.

Tirana

Str. “I.Qemali”, Nr. 27 P.O. Box 8319

2.

Tirana

Head Offices & Main
Branch
Rr. Barrikadave Branch

3.
4.

Tirana
Tirana

Lapraka Branch
Rr. Elbasanit Branch

Str. “Dritan Hoxha” Nd 203 H 1
Str. “Elbasanit”, crossroad with Str. Jul Variboba

5.

Tirana

Rinas Branch

6.

Tirana

Blvd. “Zogu I” Branch

International Airport “Nënë Tereza”
(Mother Tereza)
Blvd. “Zogu I” Train Station

Call Center: 08006000
+355 4 22 76 000 / +355692080903
+355 4 2390808/810/812/816/821
+355 4 2390830/831/832/833/834
+355 687573520/2/3/4/8
+355 42276313/310/324/304
/302/303/300
+355 4 453 99 66 / 8

7.
8.
9.
10.
11.
12.
13.

Tirana
Tirana
Tirana
Tirana
Tirana
Tirana
Tirana

14.

Tirana

BRUNES Branch
TEG Branch
Rr. e Kavajës Branch 1
Rr. e Kavajës Branch 2
Rr. e Durrësit Branch
Blvd. “B. Curri” Branch
Komuna e Parisit
Branch
Kombinat Branch

15.
16.
17.

Tirana
Tirana
Tirana

Rr. Bardhyl Branch
Twin Towers Branch
S. Delvina Branch

18.
19.
20.
21.

Tirana
Tirana
Durrës
Durrës

U.S.A Embassy Branch
Italian Embassy Branch
Durrës Main Branch
Train Station Branch

Str. “LLazi Miho”, in front of Administration Unit
No.6
Str. “Bardhyl” Pallatet Progin – Building
Blvd. Deshmoret e Kombit, Twin Towers
Rr. Sulejman Delvina, No. 6, near Stadium ‘S.
Stermasi’
(Only for the Embassy) Rr. “Elbasanit”
(Only for the Embassy) Rr. “L. Dukagjini”
Lgj.No 1, Str. ”Taulantia”, Suqare “M.Ulqinaku”
Str. “Kristaq Rama” near the Train Station

22.
23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.

Durrës
Durrës
Elbasan
Fier
Lushnja
Korça
Vlora
Vlora
Gjirokastra
Lezha
Shkodra
Kavaja

Branch at the Beach
A.Goga Branch
Elbasan Branch
Fier Branch
Lushnja Branch
Korça Branch
Vlora Main Branch
Rr. “Sadik Zotaj” Branch
Gjirokastra Branch
Lezha Branch
Shkodra Branch
Kavaja Branch

Lgj. 13, Hekurudha Plazh – Beachside
Str. “A.Goga”
Bvd. “Qemal Stafa”
Lgj. “15 Tetori”
Municipality Square
Blvd. “Republika”, Korça
Lagjia Pavarësia-Skelë, Hotel Vlora Internacional
Str. “Sadik Zotaj”
Lgj. “18 Shtatori”
Blvd. “Gjergj Fishta” P. Rest. Jolly
Str. “13 Dhjetori”
Blvd. "Indrit Cara"

34.

Berat

Berat Branch

Lgj. "22 Tetori", Blvd. "Republika"

Str. “Barrikadave”

Tirana Durrës Highway, km 7
Commercial Center Tirana East Gate - TEG, Farka
Str. “Kavajës”, Gurten Center (Volkswagen)
Str. “Kavajës”, Park Construction Albania
"Rilindja" Square Str. “Durresit”
Blvd. B.Curri (Tiranë e Re)
Str. “Medar Shtylla”, Nd. 27 H. 4 (Tiranë e Re)

+355 4 24 19 761 /2
+355 4 22 69 972
+355 48 33 2246 / 43
+355 48 845 116/117
+355 687573552/3/4/6/9
+355 4 24 19 767/6; +355 4 24 19 715
+355 687573560/1/2/3/4/5/6
+355 4 22 13 039
+355 4 24 66 981 / 3 / 4
+355 4 27 77 300 / 302
+355 687573580/2/5/6/7
+355 4 22 76 140 / 141 / 142
+355 4 22 74 501 / 502
+355 4 22 93 375
-+355 52 220 151/2/3/4
+355 52 22 45 28; +355 52 22 00 50
+355 687573830/2/3/4/6
+355 52 262 367
+355 52 220 121; 238 150
+355 54 242 243
+355 68 757 3880 / 3881
+355 35 225 830 / 1 / 4 / 5
+355 82 252 838
+355 33 229 548 / +355 33 228 380
+355 33 225 925 / 912
+355 84 268 282
+355 21 524 97 4 / 5
+355 22 246 065; 248 184
+355 55 242 663/5;
+355 687573960/2
+355 32 236 170 / 1
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Intesa Sanpaolo Group
Network
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Intesa Sanpaolo Group
Italian Network
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Intesa Sanpaolo Group
International network

Data from ISP Institutional Brochure, updated as per 25.02.2019

