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urasia atin; as affirmed the sovereign ratings o ania as on the Long-1lerm Horeign
CR Eurasia Rating has affirmed th ign ratings of Albania as ‘BB’ on the Long-Term Foreig

and Local Currency and as ‘B’ on Short-Term Foreign and Local Currency scales with ‘Stable’ outlooks

Pubhshlng Date: 15/ 11 /2021 for both terms.
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10 In the recent years, two major shocks had affected the Albanian economy in rapid succession, the
5 earthquake of November 2019 and the global pandemic of Covid-19. The earthquake caused great physical
and humanitarian damages while the pandemic disrupted supply chains, decimated demand and significantly
° increased uncertainties across the world. Particularly Covid and related lockdowns resulted in falling tourism
-5 revenues in 2020. On the other hand, recovery is under way, as the world reopens and fiscal packages
support the economy. Toutism revenues have rebounded considerably and medium-term growth outlook
. == Budget Balance/GDP (%) is positive.
High public debt burden is a persisting issue, exacerbated by the fiscal packages introduced as a response
-5 4 to the pandemic. Ongoing fiscal consolidation efforts had to be halted, resulting in a widening budget deficit
in 2021. External fiscal support has been helpful as well though commitment to abide by the fiscal
-10 consolidation agenda is important. According to Organic Budget Law, debt to GDP is expected to reduce
Gross External Debl/GDP (%) tf) 45% On the‘other hand, potential debt setvice requirement from PPP projects accounted as contingent
75 liabilities could induce pressures.
70 Banking sector is well-capitalized, and asset quality while improving is still an important issue. High public
s debt and subsequently large financing needs of the government results in absorption of funds as securities.
60 Euro is prevalent in the banking system, comprising half of loans and deposits. On the other hand, EU
55 candidacy process is still ongoing, and the EU maintains its position as an important financial and
=== Current Account/GDP (%) governance anchor.
0 5
Strengths Constraints
51 e Commitment to fiscal discipline and track e High public sector debt burden, in both
.——"\v record, despite mandatory diversion due to domestic and external segments
210 pandemic e Supply and demand side shocks introduced
e Stimulatory monetary policy of Bank of Albania, by Covid-19 pandemic and potential further
=== Inflation Rate supporting growth impact on the economy
3 o Well-capitalized and liquid banking sector e Despite, improvements, sustained NPL ratio
o Realized and potential external support from the of the Banking Sector and significant share of
2 EU and IFIs Euro deposits in the system
o Accession process and EU candidate countty L] Contingent liabilities and off-balance sheet
! status and positive externalities stemming thereof, exposures stemming from PPPs and energy
investments
0= 2017 2018 2019 2020 2021F e Room for improvements in the governance

o and reforms
(*) F: Forecast

Considering the aforementioned factors and developments, JCR Eurasia Rating has affirmed the Long-
Term Foreign and Local Currency Ratings of Albania as “BB” with “Stable” outlooks.
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