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ursuant to Article 15 of the Law on Public Debts No. 03/L-175, the Ministry of 

Finance, Labor and Transfers submits to the Government for approval and to the 

Assembly for information, the State Debt Program for the period 2022-2024. This 

document reflects the latest developments in State Debt parameters, assessing the main 

risks related to State Debt, and defining medium-term objectives of State Debt 

management.  

The current state debt portfolio of the Republic of Kosovo consists of international debt, 

domestic debt and state guarantees. Compared to the countries in the region, Kosovo has 

a relatively low level of State Debt, comprising 21.83% of GDP.  

Kosovo entered into international debt for the first time in 2009, inheriting part of the 

former Yugoslavia loans with the World Bank, to continue over the years with budget 

support programs from the International Monetary Fund, and also in year 2020 from the 

European Commission and financing for specific projects by various lenders, as: World 

Bank, European Bank for Reconstruction and Development, European Investment Bank, 

Council of Europe Development Bank, German Bank for Reconstruction and 

Development, and other lenders with smaller participation. So far, the international debt 

has been mainly concessional where most of the loans are soft loans from international 

financial institutions. The sectors that have benefited most from international borrowing 

are: road infrastructure, water supply, wastewater treatment, energy, education, health 

and agriculture. During year 2020, a significant portion of the debt was contracted to 

mitigate the effects of the Covid-19 pandemic on health and the economy. By the end of 

year 2021, the international debt stock is projected to reach 860.43 million euros, which 

presents about 12.02% of GDP. 

The domestic debt portfolio started to be created in 2012, with the first issuance of 

Securities, initially short-term, to continue with a gradual increase in maturity terms. 

Domestic debt funds are used to finance the budget (deficit) and are not intended for 

specific projects. By the end of year 2021, domestic debt is projected to reach 1,131.89 

million euros, that presents 15.81% of GDP.           

Kosovo's State Debt portfolio also contains state guarantees in the amount of 31.65 

million euros. Guarantees have been issued to facilitate access to finance for public 

entities and companies implementing important projects. In line with macroprudential 

policies of sustainable development of State Debt, and according to the definitions of the 

law on public debt, the quantity of guarantees issued is added to the total amount of 

State Debt for the purpose of calculating the fiscal limit of 40% of GDP. 

Legal framework - Key legislation on State Debt management is Law on Public Debt No.  

03/L – 175, adopted by the Assembly of Republic of Kosovo on December 29, 2009.  

Through this law, the Government is permitted “to borrow, to provide loan guarantees, 

to pay the costs of borrowing and to pay the principal and interest of the state debt”. The 

Law delegates to the Minister of Finance the sole authority to enter into State Debt, for 
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certain purposes (Article 3 of the Law) and designates the Kosovo Treasury responsible 

for managing and administering State Debt. According to the Law, the outstanding 

amount of total debt in no case should not exceed 40% of GDP, including state guarantees 

which should be treated as State Debt when calculating this limit. In order to increase the 

transparency of management and to define management responsibilities, MFLT has 

drafted by-laws and respective procedures. In order to adapt to new developments, State 

Debt legislation is under review process. 

Institutional framework - In the MFLT, the Debt Management Division operates within 

the Treasury. For debt management, this division coordinates activities with relevant 

departments within the Ministry (Department for Macroeconomic Policy and 

International Financial Cooperation, Budget Department) as well as the Central Bank of 

the Republic of Kosovo, as the Government's fiscal agent. The division is also in regular 

contact with the line Ministries that implement borrowing projects. The Treasury through 

the DMD is responsible for defining the objectives of the borrowing strategy, risk 

management, negotiating financial terms, determining the securities issuance plan, as 

well as recording, reporting and servicing the total debt, pursuant to the legislation into 

force. 

SDP 2022-2024, is divided into several chapters and includes: debt management 

objectives, characteristics of the current debt portfolio which includes an assessment of 

the implementation of the prior program, basic assumptions and key macroeconomic 

risks, key risks associated with the management of State Debt and external and domestic 

sources of financing. The last part of the program contains the State Debt medium-term 

strategy. 
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1. STATE DEBT MANAGEMENT OBJECTIVES  
 

ey objective of the Government of Kosovo for State Debt management is financing 

of budget deficit with lowest possible cost, with an acceptable level of exposure to 

financial risks.  

 

Sub- objective 1:  

Retaining under control the change of debt parameters 

Measures:  

 Designing an annual borrowing plan that will ensure efficient financing of the 

budget deficit, in accordance with the annual budget law, LPFMA and the risk 

limits set by this program. 

 

 Continuous monitoring of debt indicators: debt to GDP ratio, debt service 

expenditures, debt structure, etc. and taking measures to prevent exceeding the 

limits set by law and this program. 

 

 Managing risk parameters by setting limits for exposure to three main risks: 

currency risk, interest rate risk and refinancing risk. These limits are presented in 

the following table: 

 

Table 1: Risk limits for period 2022-2024 

Risk  Limit 

Currency risk  
The part of total debt stock denominated in foreign currency 

cannot be higher than 30%. 

Interest rate risk 
The percentage of total debt stock with variable interest rate 
cannot be higher than 30%. 

         Refinancing risk  

- Domestic debt that maturates within year shouldn’t be 

higher than 50% of the domestic debt stock. 

- The average time of maturing domestic debt should be 

longer than 1 year.  
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Sub- objective 2:  

Advancing of securities market of the Government of Republic of Kosovo  

Measures:  

 Drafting of an annual borrowing plan that offers a variety of debt instruments, to 

make it as attractive as possible for the investment base and to ensure 

sustainability in meeting financing needs. 

 

 Application of necessary legal and infrastructural regulations to encourage the 

development of the secondary market in Securities of the Government of the 

Republic of Kosovo. 

 

 Strengthening and dynamization of REPO transactions between banks, but also 

with the CBK, according to their assessment. 

 

 Preparations for initiating the procedure for state credit rating, which would open 

the way to access to international securities markets. 

 

Coverage of SDP analysis and determination of base currency 

The analyzes in this document cover the period 2021-2024 and are based on the debt 

portfolio data of year 2020.  

The scope of SDP analysis covers the state debt, being restricted to the definition given 

to it in the Law on Public Debt, where the state debt is defined as “Debt incurred on behalf 

of the Central Governmental Institutions that the Republic of Kosovo is obligated to pay, 

but shall not include any obligation of certain other governmental entities, including but 

not limited to Municipalities, public enterprises, or the Central Bank of Kosovo”.  

The base currency of the analysis in this document is Euro. 

All values in this document are presented in millions of euros, unless otherwise stated.  
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2. CHARACTERISTICS OF THE STATE DEBT PORTFOLIO OF THE 

REPUBLIC OF KOSOVO 

The total state debt at the end of year 2020 was 1,487.69 million euros, out of which:  

- 961.90 million euros was the domestic debt, and   

- 525.80 million euros was the international debt.  

Shuma e garancive shtetërore ishte 31.65 milionë euro. 

Treguesi Borxh/BPV dhe borxhi sipas llojit paraqitet në tabelën në vijim:   

Table 2: Structure of the total debt   

  2016 2017 2018 2019 2020 

International Debt 373.77 422.15 416.43 409.10 525.80 

Domestic Debt  478.97 574.27 676.62 791.94 961.90 

Total Debt 852.74 996.42 1,093.05 1,201.04 1,487.69 

State Guarantees 20.00 44.00 43.70 42.68 31.65 

Debt as a % of GDP 14.38% 16.22% 16.90% 17.51% 21.83% 

GDP 6,070.11 6,413.86 6,725.91 7,103.76 6,961.00 
Note: GDP values for 2014-2019 are taken from the official website of the Kosovo Agency of Statistics, for year 2020 is 

taken from the Law on Budget 2021. 

 

Graph 1: Total Debt Trend and Debt as % of GDP 
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 Table 3: Comparison of debt indicators for years 2019 and 2020 

 2019                2020 

    
Internatio

nal 

Domes

tic 
Total 

Internati

onal 

Domest

ic 
Total 

Amount (in mil EUR) 409.10 791.94 1,201.04 525.80 961.90 1,487.69 

Debt as % of GDP 5.7% 11.2% 17.5% 7.6% 13.8% 21.8% 

Cost of 

Debt 

Interest payment as % 

of GDP 
0.2 0.2 0.3 0.2 0.3 0.4 

Weighted Av. IR (%) 2.70 1.88 2.16 1.96 2.11 2.06 

Refinancing 

Risk 

ATM (years) 7.94 2.44 5.29 8.73 2.89 5.92 

Debt maturing in 1yr(% 

of total) 
21.3 25.1 23.8 13.85 16.79 15.76 

Debt maturing in 1yr (% 

of GDP) 
1.2 2.8 4.0 1.1 2.3 3.4 

Interest 

Rate Risk 

ATR (years) 4.9 2.5 3.3 7.6 2.9          4.6 

Debt refixing in 1yr (% 

of total) 
40.2 25.1 30.2 29.1 16.8 21.11 

Fixed rate debt (% e 

totalit) 
64.6 100.0 88.0 74.9 100.0 91.13 

Exchange 

Risk 

External debt  (% of 

total debt) 
32.3 0 11.0 22.69 0 7.9 

EUR debt / (% of total) 67.7 100.0 89.0% 77.3 100 91.98 

 

In year 2020, total debt to GDP has increased compared to last year reaching 21.83%, 

which continues to remain within the limit of 40% set in the Law on Public Debt. This 

accelerated growth dynamics of this indicator is largely attributed to new issues of 

domestic debt and international debt to face the situation caused by the Covid-19 

pandemic. 

The cost of servicing debt as a percentage of GDP has also marked a slight increase that 

has been caused by the increase in domestic debt service. The interest weighted average 

marked a slight increase in domestic debt, but a decrease in international debt, which in 

total caused a slight decrease in this indicator compared to the previous year. 

Refinancing risk indicators have marked positive developments. The average maturity 

time (AMT) of domestic debt has increased to 2.89 years, according to ceilings in SDP 

2021-2023. The percentage of domestic debt to be refinanced within the year has been 

reduced to 16.79% of the current portfolio, approximately 8 percentage points lower than 

last year, staying within the ceiling set in the GDP 2021-2023. An instrument-oriented 

emission plan with longer maturities time limits has greatly contributed to this. The 

current Securities portfolio does not contain short-term instruments. 
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Interest rate risk indicators had positive changes. The percentage of debt that needs to 

be restructured within the year has decreased as a result of the reduction of the amount 

of debt for refinancing within the year. The current portfolio is dominated by fixed 

interest rate debt, and variable interest debt continues to be within the ceilings stipulated 

in the State Debt Program.  

In regard to the currency exchange rate risk indicators, foreign currency denominated 

debt has declined slightly, and remains within the ceilings of the Program. Domestic debt, 

which is entirely in euro currency continues to dominate the state debt portfolio with 65% 

of total debt.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Based on the above assessments, we do assess that the objectives stipulated in the 

SDP 2021-2023 program have been successfully met, and the debt management 

has been done in full compliance with the legal requirements and within the 

defined risk ceilings/parameters. 
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2.1. Domestic debt portfolio (2020) 

At the end of year 2020, the domestic debt amounted to 961.90 million Euros, which 

presents 65% of the state debt, or 14% of GDP. 

Since the establishment of the Securities market in 2012, MFLT has worked towards the 

development of a sustainable market, with a diversified investor base and transparent in 

terms of operation. For this purpose, the electronic system of holding auctions has been 

adapted, which is managed by the CBK as a fiscal agent of MFLT within the market. Only 

Primary Stakeholders and Primary Participants have the right to access and bid in this 

system, as well as the Kosovo Treasury for approval of the results. Other participants such 

as: public entities, individuals, private businesses and insurance companies invest in 

securities through Primary Stakeholders. 

The status of Primary Actors is held by 9 commercial banks licensed by the CBK, while the 

status of primary participant is held by the Kosovo Pension Trust. The structure of 

domestic debt according to investors at the end of year 2020 was as follows: 

Graph 2: Domestic debt structure by investors  

 

The current domestic debt portfolio includes Government Bonds with a maturity of 2 to 

10 years. 

                       Table 4: Investments on securities according to instruments 

Instrument 2016 2017 2018 2019 2020 

3 months 10.00 -    -    - - 

6 months 30.00 24.95  25.00  - - 

12 months 160.00 135.00  109.57  60.00 - 

2 years 159.95 175.00  154.85  174.85 134.75 

3 years 70.00 110.00  117.00  177.00 273.85 

5 years 50.00 110.00  223.40  308.40 411.67 

7 years 0.00 20.00  40.00  55.00 65.00 

10 years 0.00 0.00  10.00  20.00 80.00 

Total  479.95 574.95  679.82  795.25 965.27 

47%

28%

21%

4% 1%

Pension Funds Commercial Banks Public Institutions

Insurance Companies Others
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The demand in the domestic market during year 2020 has been stable. In most of auctions 

the demand has met and even exceeded the offered amount of GS. The banking sector 

continues to maintain a satisfactory liquidity position1. It is worth noting that the marked 

liquidity in the banking sector does not necessarily mean the possibility of increasing 

investments in GS by Primary Stakeholders, due to the restrictions that parent 

organizations impose on commercial banks with international capital operating in Kosovo.   

However, the liquidity of the banking sector and the stability of deposits during the 

pandemic had a positive effect on keeping interest rates low. The balanced interest rate 

on domestic debt at the end of year 2020 was 2.11%, which presents a slight increase 

from the previous year (1.88%).  

Graph 3: Average interest rates 

 
 

During year 2020, a total of 16.60 million euros were paid on behalf of the domestic debt 

service, which represents 0.76 of total revenues or 0.24% of GDP.  

 

 

 

 

 

 

 

 

 

 

 

                                                             

1 Source: Report on financial stability, CBK 2021 

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

2012 2013 2014 2015 2016 2017 2018 2019 2020

3 months 6 months 12 months 2 years 3 years 5 years 7 years 10 years



 

 

12 
 

2.2. International debt portfolio (2020) 

At the end of year 2020 the international debt amounted to 525.80 million Euros, which 

presents 35% of the state debt, or 8% of GDP.  

Graph  4: International debt structure according to creditors and types of loans  

  
 

Kosovo’s three main creditors are the IDA with 25%, the IBRD with 24% and the IMF with 

21%. Other creditors have lower contributions in terms of amount but significant in terms 

of the variety of projects they finance. For the first time, the European Union was added 

as a creditor through the Financial Assistance Agreement, which comprises 10% of the 

international debt, and the CEDB with 3%. 

 

During year 2020, a total of 99.97 million euros were paid on behalf of the international 

debt service, which presents 4.55% of total revenues or 1.44% of GDP. 

 

The Law on Public Debt defines the priority of payment of public debt over any other state 

obligation. “…Claims on account of the payment of the principal and interest of State 

Debt, shall constitute a first claim against the general account of the Ministry … and shall 

not be now or hereafter be subordinated to any other claim”.  
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3. MACROECONOMIC DEVELOPMENTS AND KEY RISKS 

3.1. Key macroeconomic developments during year 2020 

In year 2020, the economic situation and perspective in Kosovo has changed due to the 

COVID-19 pandemic. The impact on the economy of the pandemic and the measures 

taken by the government have caused the fiscal projections for this year to change 

compared to the projections of the year 2020 budget. 

Real economic growth - according to preliminary data from the Kosovo Agency of 

Statistics (KAS), real GDP during year 20202  marked a decline by 4.1% in real terms, 

compared to the previous year. Based on history to date, annual assessments of economic 

activity usually differ from quarterly ones.  

According to preliminary data for year 2020, consumption is assessed to have had a 

positive contribution to economic activity of 6.7pp, marking an increase of 6.5% in real 

terms compared to the last year, this increase comes as a result of increased private 

consumption by 7.2% and the public with 2.3%. The most accelerated growth in private 

consumption reflects the growth of primary revenues (2.3% v-m-v) and secondary 

revenues (13.5% v-m-v), with particular emphasis on the increase in remittances which 

marked an increase of 15.4% (v-m-v). The withdrawal of 10 percent of the value of savings 

from the Pension Trust, as part of the law of economic recovery, also contributed to the 

growth of private consumption. On the other hand, the increase in public consumption is 

attributed to government spending under the fiscal emergency package and the law on 

economic recovery. Investments during year 2020 have decreased by 18.8% (yen), with a 

negative contribution of 5.7 pp. This decrease is mainly based on the uncertainties 

created due to uncertainties and restrictive measures caused by the situation created by 

the COVID-19 pandemic, but also because of the political situation in the country. These 

factors played a key role in reducing total investments, especially private investments.  

But, foreign direct investment during year 2020 marked an annual increase of 26.3%. Net 

exports during year 2020 marked an annual increase of 17.6%, while in economic activity 

they had a negative contribution of 4.7%. Exports of goods and services marked an annual 

decline of 29.5%, due to the sharp decline in exports of services by 41.4%, despite the 

increase in exports of goods by about 21.4%. The decline in exports of services is 

attributed to the decline in the category of travel services, as a result of travel restrictions. 

Imports of goods and services decreased by 6.9%, compared to the last year. Imports of 

goods decreased by 3.8%, whereas imports of services decreased by 19.9%, with the 

highest decrease recorded by imports of travel services. 

                                                             

2 Average value of quarters during year 2020 
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Current account balance during year 2020 is assessed to be -7.1% of GDP, whereas the 

trade deficit of goods and services around 32.0% of GDP, both of which presents a 

deterioration compared to last year. Exports of goods and services marked an annual 

decline by 29.5%. Exports of goods were 21.4% higher, whereas exports of services 

decreased by 41.4%. The balance of primary income marked an annual increase by 2.3%, 

mainly driven by the employee compensation category (contribution of 3.3 pp and 

increase of 2.0%). The secondary income balance had an annual increase by 13.5%. An 

important role in this increase had net remittances which increased by 15.4% and had a 

positive contribution of 9.4 p.p.. 

Inflation measured by annual changes in the consumer price index, has increased on 

average by 0.2% in year 2020, having a positive rate of 1.5% and 1.0% in January and 

February and a negative rate of -0.3%, - 0.2% and 0.1% in the last three months of the 

year. The main positive contribution during this year came from the category ”Health”, 

”Communication” and ”Food and Non-alcoholic Beverages”, while the category 

"Transport" (especially transport services) has had a significant negative contribution to 

inflation, being consistent with the developments of the oil price in the international 

markets during this period and the decline of the economic activity. Deflationary 

pressures are also attributed to the waiving of  the 100% tariff on products imported from 

Serbia and Bosnia and Herzegovina.  

Total budget revenues - during year 2020 have marked a decrease by 8.8%. Tax revenues 

decreased by 9.3%, out of which direct revenues by 8.6%, whereas indirect revenues by 

10.1%. On the other hand, non-tax revenues decreased by 15.6% compared to the 

previous year.  

Expenditures - during year 2020, expenditures increased by 6.8%, out of which current 

expenditures increased by 18.8%, where expenditures on wages and allowances 

increased by 7.3%, expenditures on goods and services by 1.2%, whereas expenditures 

on subsidies and transfers increased by 38.3 %. Capital expenditures decreased by 28.5%. 

The increase in current expenditures occurred due to the accommodation of 

expenditures which addressed the negative socio-economic consequences created by 

situation with the COVID-19 pandemic.  

Deficit based on the fiscal rule – As a result of declined budget revenues due to the 

economic decline, and as a result of increased budget expenditures due to the 

implementation of the Fiscal Emergency Package and a number of other measures under 

the Economic Recovery Program, Following a government proposal, the Assembly 

aproved a decision for the temporary exceed of the budget deficit ceiling up to 6.5% of 

GDP (from 2% as defined by the LPFMA) and lowering the limit of the undistributed bank 

balance (neto) up to 3% of GDP (from 4.5%). During year 2020, the deficit reached 5.2% 

of GDP projected by the MFLT for year 2020. The new situation created by COVID-19, led 

to the need for the review of some of the key macro-fiscal indicators, therefore this 
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requires the review of structure and sources of financing, to adapt to the consequences 

of the pandemic in a timely manner. However, the public debt ceiling has remained within 

the legal parameters. In order to address the new needs that have arisen after the spread 

of the Covid-19 pandemic, the Government of Kosovo has considered several sources of 

funding: (a) additional borrowings from the domestic market through Securities, (b) 

obtaining loans from incentive packages offered by international financial institutions; 

and (c) a part of the disbursement of funds through the investment clause. In response to 

the emergency needs created by the pandemic, the Government has also considered 

benefiting from emergency packages and special IFI instruments where Kosovo is a 

member. From these institutions, Kosovo has signed the following agreements: (i) 

Instrument for Immediate Financing with the IMF, in the amount of 41.3 million SDR or 

51.6 million euros; (ii) Macro-Financial Assistance to Kosovo with the EU, in the amount 

of EUR 100 million; (iii) Covid-19 Emergency Project for Kosovo with IDA in the amount of 

46 million euros; (iv) Public Sector Financing Instrument for Emergency Response to 

COVID-19 with CEDB in the amount of 35 million euros, and (v) Emergency infrastructure 

liquidity loan with EBRD in the amount of 30 million euros.   

Banking balance used as a percentage of GDP at the end of year 2020 was 3.2% of GDP, 
in compliance with the adopted limit 
 
 ‘Investment clause’ as wella s funds from PAK liquidation - during year 2020, the 

liquidation funds of public enterprises by PAK amounted to 54.02 million euros, whereas 

on the other hand the projects under the investment clause have accelerated the 

intensity amounting to 42.6 million euros. But, the execution of expenditures in both 

categories is lower than planned in the budget review for year 2020.   

Banking sector – continues to have accelerated growth in lending. At the end of year 

2020, the stock of loans amounted to about 3.246 billion Euros, marking an increase of 

7.1% compared to the previous year. Enterprises’ loans increased by 7.2%, whereas those 

of households increased by 7.1%. The average interest rate on loans during year 2020 was 

6.0%, about 0.4 p.p. lower than last year. 

Deposits - at the end of year 2020, total deposits amounted to about 4.359 billion Euros, 

marking an annual increase by 11.5%, out of which enterprises’ deposits increased by 

10.9% (GDP), whereas those of households marked an annual increase by 12.9%. The 

average interest rate on deposits was 1.5%, marking a decrease of 0.1 p.p.. 

Non-performing loans – marked an increase reaching at 2.7% at the end of year 2020 

from 2.0% as it was at the end of year.  
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3.2. Key risk factors  
Year 2020 found Kosovo as well as the whole world facing a completely unpredictable 

situation. The situation created after the outbreak of the COVID-19 pandemic is an 

addition to the existing risks which to some extent have been foreseen and measurable 

and which we will be counted in following: 

1. Impact of the external environment on external sources of funding 

As in the previous year (2020), the impact of the external environment on external 

sources of funding continues to pose a significant risk during 2021 and in the medium 

term, as well. The macroeconomic forecasts on which the macro-fiscal framework is built 

for the period 2021-2023, contain high uncertainty and depend greatly on the duration 

of the period of social distance or other restrictive measures and the development of 

pandemic in the country, but also in other economies. According to the IMF publication, 

expectations for economic recovery in 2021 globally (and in the Eurozone, too) are not 

expected to be so high, increasing external risks to Kosovo's economy. Realization of these 

risks would negatively affect the flow of remittances, foreign investment or export 

dynamics, given that the Eurozone is the main place where most Kosovar emigrants are 

located; where the vast majority of foreign direct investment comes from, and where a 

significant part of Kosovo's exports are destined. A decrease in these remittances would 

be transmitted to lower disposable revenues, and would contribute to lower private 

consumption or lower private investment, which would be reflected in GDP and 

consequently in lower budget revenues.  

2. Local Environment 

The local environment will continue to generate risks during 2021 onwards, depending 

on the size and timing of the implementation of the recovery stimulus to mitigate the 

impact of the negative effects of Covid-19, and to maintain supply and demand capacities 

in the economy. However, the risk in 2021 onwards is expected to be small given that the 

government recovery stimulus of around 220 million Euros is planned to be executed 

during 2021. Also, the likelihood of prolongation of the pandemic situation could lead to 

increased uncertainty more than expected, and consequently negatively affect the 

decision-making of economic agents to consume and invest.  

3. Under-execution of capital expenditures 

An increase in public capital expenditures to address structural barriers is a pillar of the 

Government's strategy to support a growth-friendly economic environment. In recent 

years, despite improvements, under-execution of capital expenditures exceeded 5% of 

total budgeted amounts. For prudent planning purposes, framework 2022-2024 provides 

for a historic level of under-execution for regular budget-financed capital projects, while 

for borrowed-financed projects, the assumptions are even more conservative. 

However, under-execution of capital projects on the baseline scenario assumptions, 

especially for borrowing projects, is considered as a potential risk to lower growth 
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forecasts. This is because the execution of capital projects financed by the concession 

debt, after the signing of financial agreements, still remains challenging for budget 

organizations, mainly as a result of a hasty decision-making for loans, respectively without 

ensuring that all preconditions exist, or are make the necessary preparations, studies and 

detailed analysis (including market analysis), to ensure the immediate start of project 

implementation after the ratification of loans and that funds from loans be used as 

efficiently as possible. Another very important factor that can further worsen the 

performance of capital expenditures is the situation created by the COVID-19 pandemic, 

during which the economic and administrative activities of the parties involved in these 

projects are reduced to a minimum, adding to the difficulties in execution. of capital 

expenditures or their postponement to a later time. Other factors are the inadequate 

harmonization of procurement procedures with those of the creditor at the beginning of 

the process, the unsatisfactory participation of Line Ministry officials during the credit 

negotiation process, the lack of consolidation and instability of Project Implementation 

Units, and lack of capacity for projects.  

6. Compensation of pension funds withdrawn from KPST 

During 2020, in the framework of economic recovery measures, the Government of 

Kosovo approved the permission to withdraw 10% of pension savings for the pension 

trust contributors. According to the approved legal changes "... funds withdrawn by 

participants who have savings up to 9,999.00 thousand euros will be compensated in the 

form of reimbursement starting from 2023…” 3 . Until 31.03.2021 the amount of 

withdrawals that requires reimbursement according to this definition, is 101.564 million 

euros. 

According to the same law, the formula and methodology of disbursement will be 

determined by a special decision of the Government, in cooperation with KPST. In terms 

of public debt management this can present an additional burden in the medium term 

and eventually increase the need for debt, if the regular budget is insufficient to cover 

them. However, macroeconomic projections and the budget framework should include 

the return of funds to contributors from 2023. 

5. Presioni për rritjen e shpenzimit për transfere  

As presented in MTEF 2022-2024, the fiscal space exceeds the legal deficit limit of 2 

percent according to the government's decision to create space to accommodate policies 

in the context of fighting the COVID-19 pandemic. According to these projections and 

under the constraint that the deficit over the allowable level in 2020 should be offset in 

the coming years, it is clear that the fiscal space to accommodate new social transfer 

initiatives is quite limited. The increased pressure on the use of public money as 

redistribution, especially when such redistribution does not target poverty but is given on 

other criteria, poses a fiscal risk to a fiscal strategy targeting socio-economic 

                                                             

3 Source: Law No. 07/L-016 on Economic recovery - COVID 19, Article 5.  

4 Source: Official confirmation from KPST 
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development. However, if the pandemic situation continues and the impact on the 

economy turns out to be significantly more negative than that presented in this version 

of the MTEF, then a reorganization of expenditures or finding resources will be inevitable. 

other funding to accommodate new fiscal initiatives to address the socio-economic 

consequences of the pandemic.  

3.3 Macroeconomic perspective 2020-2023  

The year 2021 is estimated to be a year of economic recovery, although the spread of the 

COVID-19 pandemic in Kosovo, in addition to the aspect of public health, presents a series 

of challenges in the economic and financial field. During 2021, Kosovo's economy is 

expected to grow at a real rate of about 5.0%, returning to the similar trend recorded 

before the COVID-19 crisis (2019). However, it should be noted that forecasts are 

surrounded by high uncertainties. The baseline scenario depends on factors related to 

public health and other economic factors that in this period are very difficult to predict. 

First, the dynamics of the pandemic, the need to restore restrictive measures, and 

developments in the economic activity of the sectors that have the most physical contact, 

present many uncertainties in the projections for 2021. Second, uncertainties also come 

from the external sector which may contribute to lower tourism or lower remittances. 

During the period 2022-2024, Kosovo's economy is expected to grow at a real rate along 

with its historical trend, by about 4.2%. 
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4. ANALYSIS OF MAIN RISKS RELATED TO THE STATE DEBT 

STRUCTURE 

Sustainable state debt management requires a thorough analysis of key market risks as 

well as other accompanying risks. Within the market risks are analyzed (a) the risk of 

foreign exchange rates and (b) the risk of interest rates, while as other risks are analyzed 

(c) the risk of refinancing, (d) the risk of contingent liabilities, and (d) operational risk. The 

following is an analysis of the impact of these risks on the debt portfolio for the medium 

term. 

 

4.1 Exchange rate risk  

 

Foreign exchange risk is a form of market risk that arises when borrowing in foreign 

currency. Adverse changes to this variable may result in additional debt service costs, an 

increase in total debt stock, or a lower value of disbursements than those originally 

contracted. As all revenues of the Government of Kosovo are received in Euro, any 

borrowing in other currencies creates exposure to foreign exchange risk. 

Kosovo's international debt portfolio currently consists of four currencies: Euro, SDR, and 

a small portion in USD and SAR. Most of the new project loans negotiated and that are in 

the process of negotiation are in Euro currency. 

With such a debt structure, where only 8.02% of total debt is denominated in foreign 

currencies, exchange rate risk is low and is within the set target of 30% of total debt. 

Contributing to this is the fact that Kosovo has adopted the Euro as a local currency and 

for managing this risk, it is an advantage compared to the countries of the region that 

have their own national currencies. 

 

Graph 5: Total debt structure by currency 
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Exchange rate risk management also takes into account the specific policies of creditors 

to credit in certain non-euro currencies, so it is impossible to completely avoid foreign 

currency borrowing. 

 

4.2 Interest rate risk   

This type of market risk occurs when the loan interest rate is not fixed but is subject to 

market interest rate movements. Unfavorable changes in interest rates affect the growth 

of international and domestic debt service. 

In the debt portfolio of Kosovo, debt with variable interest accounts for 8.87% of the total 

debt portfolio, compared to last year has marked a slight decline and is within the limit of 

30% defined in the GDP: 

 

Graph 6: Total debt structure by type of interest 

 
 

 

The main exposure to this risk comes from IMF financing programs for budget support. 

During 2020, Kosovo entered into new financial obligations under the Instrument for 

Immediate Financing (RFI) with the IMF in the face of the situation created by the 

pandemic. On the other hand, the debt portfolio also contains new loans which have been 

contracted at variable rates but which have not yet been disbursed. Depending on the level 

of implementation of these projects the exposure to interest rate risk may increase. 

As in the case of foreign exchange risk, total avoidance of interest rate risk is impossible. 

Therefore, a controlled and manageable exposure to interest rate risk is acceptable in 

the case of the state debt portfolio of the Republic of Kosovo. 
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4.3 Refinancing risk   

Within domestic debt, refinancing risk refers to the possibility that an investor / holder of 

securities may not be able to replace an existing investment with a new one at maturity. 

This may increase the cost of refinancing and the non-fulfillment of the loan amount at a 

given auction. 

In Kosovo's public debt portfolio, the exposure to refinancing risk has been gradually 

reduced as a result of the extension of the Average Maturity Time through the issuance 

of Securities with longer maturities. Another very effective indicator is the debt 

repayment profile which shows the extent of debt concentration that needs to be 

refinanced / repaid over the years: 

Graph 7: Total debt repayment profile (2020) 

 
 

4.4 Risk from contingent liabilities   

In Kosovo's public debt portfolio, a potential source of this risk are guaranteed public 

sector loans and international loans sub-borrowed to companies providing essential 

public services. Guaranteed loans at the end of 2020 amount to 31.65 million euros and 

account for 0.02% of total debt. The portion of the portfolio that may require closer 

monitoring are the state guarantee on Urban Traffic and the sub-borrowed loans to 

companies that provide public services. Financial and economic risk analyzes have raised 

concerns about the poor performance of public companies. A deeper deviation of the 

financial results of these companies may place a burden on the Government in the 

medium term both for subsidizing the services they provide and for assuming financial 

obligations to external creditors. 

To limit the impact of risk from contingent liabilities, a number of measures will continue 

to be implemented, such as: (a) monitoring the financial position of beneficiaries (b) initial 
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assessment of the possibility of materialization of existing contingent liabilities. 

Depending on the estimates for the alleged losses, the applicable guarantee fees 

according to the Law on Public Debt will be determined. As a measure for the 

management of these risks also serves the inclusion of guarantees in the amount of total 

debt, in the calculation of the debt limit to GDP. In the medium term as an additional 

measure to be taken in order to manage these risks is the inclusion of a position in the 

Budget Law as a budget allocation for losses from guarantees in case of failure to repay 

them by the main borrower. 

4.5 Operational Risk  

Operational risk results from the way state debt management activities are organized. In 

the function of an efficient internal control, the management of the state debt has 

continued to be done in accordance with the legal provisions in force. Rules and 

procedures have been developed for the functioning of the Treasury/MFLT Debt 

Management Division with clear and systematic responsibilities for employees. The main 

operational risk that has accompanied the field from the beginning, comes from the high 

turnover of DMB staff which as a problem has been identified by external missions. In 

recent years this issue has been addressed to some extent with the recruitment of new 

staff through separate positions according to international practices. The departure of 

staff remains a present issue. In this regard, MFLT should consider the possibilities in 

regulating the legal basis that will contribute to retaining and motivating experienced 

staff, taking into account the sensitivity and specifics of the field of public debt 

management. 

The aim is to define mechanisms that contribute to the minimization of operational risk 

through the process of reviewing legislation. One of these mechanisms is the 

formalization of the coordination of all actors involved in the chain of causing the state 

debt. 

The drafting of strategic documents such as the State Debt Program, the Medium Term 

Expenditure Framework as well as the Debt Sustainability Analysis, is done in coordination 

with the relevant departments within the MFLT. In this regard, it is necessary to continue 

coordination between the DMB and the Department for Macroeconomic Policy and BNF 

within the MFLT to ensure the accurate implementation of the Program according to 

defined risk limits. 
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5. IDENTIFICATION OF FINANCING NEEDS AND FUNDING SOURCES 

2022-2024 

Depending on internal and external market conditions, the MFLT determines the sources 

for funding of the identified needs for the medium term, depending on the destination. 

The financing of capital projects is planned to be done through international debt, mainly 

on concessional terms, while the funds for budget support will be provided in the 

domestic market. 

The following are the external and internal sources of funding, to which the Government 

of the Republic of Kosovo has access. A separate section describes COVID-19 pandemic 

financing. 

5.1 External sources of financing  

The Government of Kosovo contracts international debt from multilateral and bilateral 

creditors. The main source of multilateral financing are international financial institutions 

such as: IDA, IMF, EBRD, EIB, EDB in which Kosovo is a member, aswell as the European 

Union: 

 

 The IDA loans are contracted on favorable terms with low interest rates, fixed interest 

rates, have a long maturity and are mainly in Euro currency, 

 Loans from IMF programs are contracted with shorter maturities, have variable 

interest rates and are in SDR currency, 

 EBRD loans are contracted with relatively long maturity, have variable interest rates 

and are in Euro currency, 

 EIB loans are contracted on favorable terms with low rates, with the possibility of 

choosing a fixed / variable interest rate, have a long maturity and are in Euro currency, 

 EDB from which Kosovo has borrowed for the first time during 2020 to manage the 

situation with pandemics, has favorable conditions, with low interest rates that are 

subsidized, have a long maturity and are in Euro currency, 

 During 2020 Kosovo has borrowed from the European Union through Macro Financial 

Assistance which in our case has the characteristics of a bond, where the creditor on 

the maturity date is returned the full amount and not in installments. This instrument 

also has favorable conditions, long maturity and is in Euro currency, 

 Other multilateral creditors include: Islamic Development Bank (IDB) and OPEC Fund 

for International Development (OFID). 

Bilateral creditors include the German Bank for Reconstruction and Development, 

UniCredit Bank of Austria, Raiffeisen Bank International Austria, the Saudi Development 
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Fund, Exim Bank on behalf of the Government of Hungary5, and NATIXIS on behalf of the 

French Government. These creditors finance at low fixed interest rates, with long 

maturities of 17 to 35 years, and on conditional loans. Some bilateral loans are offered 

through combination packages of grants and loans. 

Engaging in international borrowing is characterized by negotiations and follow-up 

procedures that can take 3-12 months. Depending on the policies approved and binding 

on the borrowers, most creditors only fund specific projects in certain sectors. In addition 

to interest rates and other fees, international loans also apply commitment fees which 

are calculated in the amount not repaid which in some cases are calculated from the 

moment of signing. The advantage of this type of borrowing, unlike securities, is that the 

funds from the loans serve as an infusion of money from abroad. 

Kosovo is expected to continue receiving loans from these official external sources. IDA 

loans are in the most favorable terms for Kosovo, taking into account the support 

provided by the World Bank Group in the preliminary design of projects. Added to this is 

the fact that these loans do not condition the implementation of projects by domestic 

companies that offer loans as is the case with some bilateral creditors. 

In the medium term, borrowing from international sources of financing will be done 

according to the following priorities, but will be monitored in accordance with the risk 

constraints set out in this GPA: 

- euro currency, fixed interest rate 

- euro currency, variable interest rate 

- non-euro currency, fixed interest rate 

- non-euro currency, variable interest rate 

The following are all financial institutions (potential creditors) to which Kosovo has access 

to financing, by type of financing: 

Budget Financing:  

 International Monetary Fund (IMF), 

 World Bank (WB) 

 European Union (EU) 

 Other institutions where Kosovo is a member 

 

Project Financing: 

 World Bank - International Development Association (IDA), 

                                                             

5 Tied aid credit – Conditional loan for assistance. A developed country will provide a bilateral loan to a developing 

country, provided the money is spent on goods or services produced in the country offering the loan. 
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 European Bank for Reconstruction and Development (EBRD), 

 European Investment Bank (EIB), 

 Council of Europe Development Bank 

 German Bank for Reconstruction (KfW), 

 Federal Republic of Austria, 

 Islamic Development Bank (IDB), 

 Saudi Development Fund (SFF), 

 OPEC Development Fund (OPDF), 

 Japan International Cooperation Agency (JICA), 

 Republic of Hungary, 

 Republic of France. 

 

Table 7: External sources of funding and their terms, based on current rates 

Creditors 
Category 

Currency Type of interest  
Interest rate 

(%) 

Grace 
priod(years

) 

Maturity 
(years) 

IMF SDR Variabile  
1%+ Interest 
rate SDR 

3 5 

IDA SDR Fixed 0.75%-2% 10 25 

IDA - EUR EUR Fixed 1.30% 5 25 

Multilateral – 
Islamic  

EUR/USD Fixed/Variabile 
1.55%+ Euribor 

6m 
Fixed 3.75% 

6-8 20-22 

Multilateral - 
EBRD 

EUR Variabile 
1% + Euribor 

6m 
4 15 

MultilateRAL- EIB EUR Fixed/Variabile* 1.078%** 5 5  - 25 

Multilateral CEDB EUR Fixed/Variabile* 0.00%* 5 15 

Bilateral - Saudi 
fund  

SAR Fixed 2.00% 5 20 

Bilateral - Austria EUR Fixed 1.10% 6 17 

Bilateral - KfW EUR Fixed/ Variabile 3.43% 3 12 - 40 

Bilateral - France EUR Fixed 0.04% 5 35 

Bilaterale - 
Hungary 

EUR Fixed - 1.5 17 

* Based on the financing agreement, the type of interest, including interest rate and margin will be determined for each 

Tranche, at the time of disbursement. 

** Current rate applied to the amount currently disbursed. 

 

Borrowing from IFIs will continue according to the current relationship established and 

will be mainly in the form of direct and sub-concessional loans for support in strategic 

areas. 

Projects financed by multilateral loans have so far been more successful in their 

implementation due to the expertise that these creditors have in providing financing. In 

general, borrowing from bilateral creditors has been less efficient in terms of project 

implementation, as the process involves multiple institutional parties, diplomatic levels 

of communication and this is reflected in delays in starting project implementation. 
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Moreover, in bilateral creditors the state is presented as a creditor through government 

agencies or other financial institutions, which in many cases do not provide sufficient 

technical expertise for the successful implementation of projects. For this reason this type 

of borrowing is less preferred. 

5.2 Internal sources of financing 

MFLT offers instruments with different maturities in order to stimulate interest in a wider 

base of investors, reduce the cost of financing and exposure to refinancing risk. In the 

current domestic debt portfolio there are bonds with maturities of 2, 3, 5, 7 and 10 years, 

denominated in euro currency. The funds received serve for direct financing of the 

budget. 

The issuance of Treasury Bills is characterized by lower interest costs, due to the short-

term nature, but with a higher risk of refinancing and interest rate refinement. 

Consequently, the medium-term borrowing plan does not contain Treasury Bills. 

Government bonds are characterized by higher interest costs as a result of long-term 

maturity, but on the other hand the refinancing risk is lower compared to bonds. 

While bonds serve primarily to manage the liquidity of the financial sector, bonds are 

instruments that attract investors who seek a higher return on investment and have no 

unforeseen liquidity needs. A table presentation of the expected structure of domestic 

debt by instruments is presented below:  

Table 8: Expected structure of domestic debt by instruments at the end of the year 

2020 

Instrument Charecteristics  
Current 
Interest 

Structure 
2020 

(milion) 

Structure  
2021 

(proj.) 
Inputs from market actors 

T-bono 
Deductible 
One-time 

0.54% - -  

Some of the banks which have 
restrictions from the parent banks, 
express constant interest in 
treasury bills 

2-year 
bonds 

Fixed  
One-time 

1.11% 134.75 44.75 

For 2-year bonds there is a high 
interest to invest since they are 
considered short-term securities 
compared to those 3, 5, 7 and 10 
year. 

3-year 
bonds 

Fixed  
One-time 

1.38% 273.85 361.85 

In addition to banks and insurance 
companies, 3-year instruments are 
also preferred by the Pension Funds 
and the CBK. 

5-year 
bonds 

Fixed  
One-time 

2.38% 411.67 488.67 

Pension Funds and in particular the 
CBK prefer to invest in these 
instruments. For most banks, the 5-
year bond represents the maturity 
limit on which they can invest. 
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7-year 
bonds 

Fixed  
One-time 

3.14% 65.00 130.00 

Pension funds prefer to buy 7-year 
bonds, an investment which helps 
implement the strategy to extend 
the maturity of the portfolio. 

10-year 
bonds 

Fixed  
One-time 

3.82% 80.00 110.00 

Pension Funds have shown great 
interest in the 10-year bond, while 
for banks they are not preferable 
due to the maturity restrictions 
they have from the parent bank. 

      

 

The banking sector continues to be a well-capitalized, liquid and high-quality loan 

portfolio. Data from the CBK for February 2021 show that deposits have increased by 11% 

from the same period last year6. This will help keep the portfolio interest rates low and 

the domestic debt demand satisfactory. The Bid to cover ratio for Q1 2021 is 2.21 which 

indicates a stable demand for Securities in the domestic market. 

Domestic market borrowing planning is also based on regular discussions with market 

actors, which are done in order to identify their goals and their perspective on the 

situation created by the outbreak of the pandemic in 2020. 

5.3 Sources of funding in conditions of pandemic situation  
 

During 2020, the situation created by the Covid-19 pandemic has been at the center of 

macroeconomic planning, and consequently of state debt. In order to address the 

emergency and then recovery needs, the Government of Kosovo has entered into a series 

of financial agreements with IFIs, oriented towards health and economy: 

Creditor Name of the project Contracted 

amount 

Signed  Ratified  

IDA  Project for Strengthening Financial 

Sector 
22.30 mil euro 23.09.2019 2020 

IDA COVID-19 Emergency Project for 

Kosovo 
46.00 mil euro 29.06.2020 2020 

CEDB Public Sector Financing Instrument 

for COVID-19 Emergency Response 
35.00 mil euro 14.08.2020 2020 

EBRD  Vital infrastructure emergency 

liquidity loan 
30.00 mil euro 17.08.2020 2021 

IMF Instant Financing Instrument 51.96 mil euro 

(41.30 mil SDR) 
10.04.2020 NA 

                                                             

6 Source: Report on monthly information of financial system | Central Bank of the Republic of Kosovo 

(bqk-kos.org), CBK 2021 

https://bqk-kos.org/publikimet/raporti-i-informatave-mujore-te-sistemit-financiar/
https://bqk-kos.org/publikimet/raporti-i-informatave-mujore-te-sistemit-financiar/
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EU Macro-Financial Assistance to 

Kosovo 
100.00 mil euro 30.07.2020 2020 

Total  284.90 mil euro  

 

In cooperation with creditors for several financial agreements from the active portfolio 

has re-allocated funds in order to cope with the situation created by the pandemic and 

mitigate the effects on economic development. 

In the domestic market MFLT for immediate needs for the first time has issued securities 

in the amount of 50 million euros, with private placement to the KPST, in accordance with 

the law on public debt. 

In the medium term, the Government is considering new project loans whose main 

destination is the health-vaccination of the population and assistance to the most 

affected sectors of the economy. 

Table 9. Funding sources for dealing with the COVID-19 pandemic 

Potential Creditor  2021 2022 

CEB 25,000,000  

World Bank  (IDA) 10,000,000 5,000,000 

EIB  40,000,000  

Total 80,000,000  

 

During the analysis of potential loans it should be borne in mind that according to the 

legislation in force can be borrowed only to the extent provided in the Budget Law (Table 

1) and such borrowing must be ratified by the Assembly through the international 

financial agreement with 2/3 of votes. 
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6. MEDIUM-TERM DEBT STRATEGY 2022-2024 
 

Based on the standardized guidelines of the World Bank for designing the medium-term 

debt strategy, during the selection of the strategy for the period 2022-2024, different 

combinations of the debt portfolio were analyzed, in accordance with the budget 

planning for MTEF 2022-2024. For the purposes of the analysis, the Analytical Tool 

designed by the WB was used, updated with data from the debt database and the forecast 

of revenues and expenditures - budget deficit from MTEF 2022-2024. Debt instruments 

are categorized according to common terms, adding new projects for which there were 

no disbursements. 

 

The bank balance during the medium term (2022-2024) is expected to fluctuate around 

the value of 2.5% of nominal GDP, respectively according to the criteria of the LPFMA and 

given the lack of liquidation funds during this period. 

 

In the medium term 2022-2024 will be continued with the current debt management 

strategy and this is justified by comparing the results of the analysis with the objectives 

of the Government defined above in this document, as follows: 

 

Keeping under control the change of debt parameters – State debt management will 

continue to be done in accordance with the medium-term economic prospects and the 

main priorities of the Government for timely provision of financial resources with 

favorable conditions and maintaining the stability of key debt indicators . Implementing 

these priorities requires continuous monitoring of the current debt level and assessing 

the impact of new contracts on key indicators in order to keep them within certain limits. 

Due to the favorable conditions for borrowing, in the medium term, the Government 

intends to orient itself easily towards international borrowing. In this regard, cooperation 

and communication with international financial institutions will continue, in particular 

with development ones, to present priority projects for the country's economy. This is 

done in order to maintain the predictability of budget expenditures. The projected total 

debt indicators for the following years are presented in the following table: 
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Table 10:  Debt indicators  forecast 2022-2024 

Risk Indicator  2021 2022 2023 2024 

Total debt stock International Debt                
860.43  

     
1,090.37  

     
1,361.44  

    
1,636.39  

Internal Debt            
1,131.90  

     
1,281.90  

     
1,411.90  

    
1,541.90  

Total Debt             
1,992.33  

     
2,372.26  

     
2,773.34  

    
3,178.29  

State Guarantees                  
30.63  

          
29.61  

          
28.59  

         
27.57  

Total debt plus guarantees 2,022.96  2,402 2,802 3,206 

GDP 
7,159.90 

       
7,664.40  

       
8,034.20  

      
8,451.10  

Debt   as  % of GDP  28.25% 31.34% 34.88% 37.93% 

Refinacing risk  Domestic debt maturing within the 
year% 

14.31% 17.92% 19.50% 9.71% 

KMM (domestic debt) 3.02 3.00 3.00 3.00 

Cost of  debt  Interest expenses as% of GDP 0.53% 0.58% 0.70% 0.72% 

Foreign 
exchange risk 

External debt / Internal debt 43/57 46/54 49/51 51/49 

Debt in local currency% 96 95 94 94 

Foreign currency debt% 4 5 6 6 

Interest rate risk Fixed interest debt% 89 88 84 80 

Variable interest debt%               
11 12 16 20 

 

 

The main debt indicators will continue to increase gradually in the medium term, but will 

remain within the limits set out in the Law on Public Debt and the SDP. 

 

Total debt at the end of 2021 is projected to reach 1,992.33 million Euros or 28.25% of 

GDP.  

The structure of international and domestic debt is expected to remain close to the 

current level, which is a desired structure that adapts to market conditions. Interest 

expenses will increase slightly within the medium term, reaching up to 0.72% of GDP. 

 

There will be positive developments in the domestic debt ratio that will mature within 

the year, as a result of the extension of the maturity of the domestic portfolio. This will 

contribute to reducing the refinancing risk and a more stable return curve in the medium 

term: 
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Graph 8: Redemption profile (2021) 

 
Development of the securities market - according to this strategy, the current domestic 

debt portfolio is maintained, continuing in the direction of extending the maturity of the 

portfolio within the possibilities offered by the domestic market. Most of the domestic 

debt by the end of 2021 will consist of 5-year bonds. 

MFLT aims to further develop the domestic market of Securities of the Government of 

Kosovo by stimulating and supporting REPO transactions between banks, but also by 

implementing these transactions with the CBK, with a more proactive approach by the 

CBK. Special attention will be paid to the selection of debt instruments for new 

borrowings in terms of amount, type, key parameters, structure, etc. as well as 

conducting a complex analysis of financial conditions and the appropriate time prospects 

for their issuance. 

Special attention is required from the drafters of the state budget when drafting new 

budget requests for financing the budget deficit through the issuance of securities in the 

domestic market. Budget requests should be in line with the real opportunities of the 

Kosovo Government securities market, such as: investor base, banks' absorption 

capacities, interest from participants and the level of secondary market development. The 

continuation of high budget requirements for the issuance of new instruments would 

affect an inadequate support through under-supply from the market. 

In view of the further development of the domestic market, the retail sale of bonds and 

the development of the secondary market remains a goal to be achieved during this year 

and in the coming years. However, it remains optional to make special broadcasts for 

individuals, by targeting certain groups, such as the diaspora and beyond. 

It will also continue with the initial preparations for the issuance of bonds in the foreign 

market - Eurobond. These preparations include reviewing legislation to enable such 

issuance in a timely manner, initiating credit rating procedures so that the risk to Kosovo 
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Eurobonds can be weighed in the same way as other sovereign bonds. Advanced technical 

assistance will be required in this regard. 

Due to the pandemic situation created in 2020, the new financing that was planned to be 

engaged in a development program with the World Bank through the debt instrument 

Operation Policy Development (DPO) 7 in the amount of 45 million euros is expected to 

be realized in the coming years. The objective of the DPO Development Program for Public 

Finances and Economic Growth is to support the Government of Kosovo in its efforts to 

manage fiscal risks and reform through evidence-based decision-making and fiscal 

transparency, as well as to support a business environment conducive to economic 

growth, macro-fiscal stability and equal job creation. 

 

                                                             

7 Development Policy Operation (DPO) 


