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Abbreviations  
 

IDA International Development Association  

KAS Kosovo Agency of Statistics 

PAK Privatisation Agency of Kosovo 

WB World Bank  

EBRD European Bank for Reconstruction and Development 

EIB European Investment Bank 

IsDB Islamic Development Bank 

IBRD International Bank for Reconstruction and Development 

GDP Gross Domestic Product 

BRK Budget of the Republic of Kosovo  

CNY   Chinese Yuan 

DMD Debt Management Division  

EURIBOR Euro Interbank Offered Rate  

IMF International Monetary Fund  

OFID OPEC Fund for International Development 

SFD Saudi Fund for Development 

JPY Japanese Yen 

KfW German Bank for Reconstruction and Development  

MTEF Mid-Term Expenditure Framework  

GS Kosovo Government Securities  

MF Ministry of Finance 

NATIXIS French Republic Representative for Investment 

SDP State Debt Program  

SAR Saudi Ryals 

SDR Special Drawing Rights  

UniCredit UniCredit Bank in Austria 

 

 

 

 

 

 

 

 



 

 

3 
 

 
n accordance with the Article 15, of the Law on Public Debt no. 03/L-175, the 

Ministry of Finance submits to the Government for approval and to the 

Parliament for information the State Debt Program (SDP). SDP 2020-2022 

introduces the mid-term strategy of the state debt management by providing 

information on the current state debt stock, defining the primary and secondary 

objectives of the Government for managing the debt portfolio and risks 

management associated with the state debt. The preparation of the document has 

been done based on the standard guidelines designed by the international financial 

institutions and is published on the official website of the MoF. 

The current state debt portfolio of the Republic of Kosovo consists of domestic 

debt, international debt and state guarantees. Kosovo has a relatively low level of 

state debt, of 17.12% of Gross Domestic Product. The increase of the state debt is 

within legal limits and compared to the countries of the region and beyond, Kosovo 

is the best in this report. 

Kosovo's domestic debt has begun to be established since 2012, upon the issuance 

of Securities, initially with short-term maturities to continue with a gradual increase 

in maturities in the years to come. Funds from domestic debt serve to finance the 

budget (deficit) and are not intended for any specific project. Through the 

Securities issuance strategy, the Ministry of Finance in line with the objectives on 

reducing the refinancing risk contributed to the gradual extension of Securities 

portfolio maturity by building a more stable return curve. Treasury through the 

Debt Management Division develops regular communication with Securities market 

stakeholders, with a view to closely familiarize with the investment base, the most 

accurate forecasting of their investment activities and the stimulation of secondary 

market development. By the end of 2019, domestic debt is expected to reach 815 

EUR million, representing 11.44% of GDP. 

The international debt has begun to be established in 2009 and is comprised of IMF 

funding programs that serve for budget support and funding by various creditors 

such as: World Bank (WB), the German Bank for Reconstruction and Development 

(KfW), European Bank for Reconstruction and Development (EBRD) and other 

smaller creditors, whose funds serve to finance specific projects. So far, the 

international debt has been of mainly concessional nature where the majority of 

the loans are financed by International financial institutions with soft conditions. 

Sectors that have most benefited from international borrowing agreements are: 

road infrastructure, water supply, waste water treatment, education, health and 

agriculture. By the end of 2019, the international debt stock is expected to reach 

559 EUR million, representing 7.82% of GDP. 
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Kosovo state debt portfolio also contains state guarantees in the amount of 44 

million euros. Guarantees are provided by the Government for important projects 

that are implemented by public institutions, thus facilitating their access to 

international finances. In line with the macroprudential policies of the sustainable 

state debt development, and according to the definitions of the law on Public Debt, 

the amount of of issued guarantees is added to the total amount of state budget 

for the purpose of calculating the fiscal restraint of 40% of GDP. 

Legal framework - The basic legislation on state debt management is the Law on 

Public Debt no. 03/L-175, approved by the Assembly of the Republic of Kosovo on 

29 December 2009. Through this law, the government is allowed “to borrow 

money; to make loan guarantees, to pay expenses for debt issuance and to pay the 

principal and interest on its State Debt”. According to the law, the Minister of 

Finance is the sole authority to incur state debt, for certain purposes (Article 3 of 

Law) as well as gives the Treasury of Kosovo the right to manage and administer 

state debt. According to the law, the outstanding principal amount of total debt, 

under no circumstances, shall exceed 40% of GDP, including state guarantees that 

should be treated as a state debt when calculating this limit. In order to increase 

the transparency of management and determination of management 

responsibilities, the Ministry of Finance has also drafted sub-legal acts and related 

procedures. From 2018, state debt legislation has undergone a review process with 

international assistance, which is expected to be finalized during 2019. 

Institutional Framework - In the Ministry of Finance, the Debt Management 

Division (DMD) operates within the State Treasury. In debt management, this 

division coordinates activity and forecasts with relevant departments within the 

Ministry of Finance (Department for Macroeconomic Policy and International 

Financial Cooperation, Macroeconomic Unit, Budget Department) and Central Bank 

of the Republic of Kosovo, as fiscal agent of the government. Treasury through the 

DMD is responsible for setting the objectives of the borrowing strategy, managing 

state borrowing risks, negotiating financial conditions for international loans, 

defining the Securities Issue Plan, and registering, reporting and servicing of the 

overall debt, in accordance with the legislation in force. 

SBP (2020-2022) is organized into several chapters and includes: debt management 

objectives and coverage of the program, characteristics of the current debt 

portfolio, including an evaluation of implementing a prior SDP, basic assumptions 

and main macroeconomic risks associated with the management of state debt, the 

major risks following state debt management and external and internal funding 

sources. The last part of the program contains the strategy selected for achieving 

the objectives in the medium term.  
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1. STATE DEBT MANAGEMENT OBJECTIVES  
 

ain objective of the Government of Kosovo for the state debt 

management is to ensure the financing of the budget deficit at the 

lowest possible cost, with a more acceptable level of exposure to 

financial risks.  

 

Sub-objective 1:  

Keeping control over the pace of change in debt parameters 

Measures:  

 Designing an annual borrowing plan that will ensure efficient budget deficit 

financing, in accordance with the Annual Budget Law, LPFMA and risk limits 

determined in this program. 

 

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

service expenditures, debt structure, etc. and taking measures to prevent 

exceeding the limits set by law and the Program as a medium-term debt 

strategy. (These measures include for example the negotiation of rates and 

type of interest or currency during the negotiation process for international 

agreements). 

 

 Risk parameters management by setting the limits for exposure to three 

major risks: currency exchange risk, interest rate risk and refinancing risk. 

These limits are shown in the following table: 

 

Table 1: Risk limits for the period 2020-2022 

Risk  Limit (limitations) 

1. Currency risk  
The share of the total debt stock denominated in foreign 

currency cannot be more than 30%. 

2. Interest rate 
risk  

The rate of the total debt stock with variable interest 
rate cannot be more than 30%. 

3. Refinancing risk  

3.1. The domestic debt maturing within the year should 

not be more than 50% of the domestic debt stock. 

3.2. The average time to maturity of the domestic debt 

shall be longer than 1 year. 

 

M 
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Sub-objective 2:  

Further advancement of the market development of Government Securities 

of the Republic of kosovo 

Measures:  

 Implementation of a predictable and balanced borrowing policy by applying 

an analytical approach to the selection of new debt instruments. 

 

 Applying the necessary legal and infrastructural changes / arrangements to 

encourage the development of the secondary market in Government 

Securities. 

 

 Preparations for the initiation of a State Credit evaluation and rating 

procedure towards access to International Securities markets. 

 

Coverage of the SDP analysis and determination of the base 

currency 

The analysis in this document covers the period 2019-2022 and is based on current 

debt portfolio data of the end of 2018.  

The scope of the SDP's analysis covers state debt, limiting to the definition made in 

the Law on Public Debt, where 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 the values stated in this document are presented in millions of Euro, unless 

otherwise stated.  
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2. CHARACTERISTICS OF THE STATE DEBT PORTFOLIO OF THE 

REPUBLIC OF KOSOVO 

Total state debt by the end of 2018 was 1,093.05 EUR millions, out of which:  

- 676.62 EUR million was domestic debt and   

- 416.43 EUR million was international debt.  

Guarantees were in total of 44.00 EUR million. 

Indicator debt/GDP by type of debt is shown in the table below:  

Table 2: The structure of total debt (net) 

  2013 2014 2015 2016 2017 2018 

International Debt  323.76 326.35 371.17 373.77 422.15 416.43 

Domestic Debt  152.51 256.52 377.78 478.97 574.27 676.62 

Total Debt  476.27 582.87 748.95 852.74 996.42 1,093.05 

State Guarantees  0.00 10.00 10.00 20.00 44.00 44.00 

Debt as % of GDP 8.94% 10.65% 13.07% 14.38% 16.22% 17.12% 

GDP 5,326.62 5,567.49 5,807.01 6,070.11 6,413.86 6,641.60 

Note: The GDP values for 2014-2017 are taken from the website of the Kosovo Agency of Statistics, for 2018 is 

taken from the 2018 Budget Law 

Chart 1: Total Debt trend and Debt as % of GDP 
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Assessment of the implementation of prior SDP (2019-2021) – In order to evaluate 

the implementation of the last program (SDP 2019-2021), the main risk indicators 

at the end of 2017 are presented in the table compared to current debt portfolio 

data by the end of 2018. The table is accompanied by explanations on the progress 

of these indicators and the level of achievement of targets set out in the Program. 

 Table 3: Comparison of debt indicators for 2017 and 2018 

 
2017                2018 

    
Internati-

onal debt 

Dome-

stic 

debt 

Total 

Interna-

tional 

debt 

Dome-

stic 

debt 

Total 

Amount (in mil EUR) 421.2 574.2 996.4 416.4 676.6 1,093.0 

Debt as % of GDP 6.7 9.2 16.6 6.2 10.1 17.1 

Debt Cost  

Interest payment as % 

of GDP 
0.2 0.1 0.3 0.2 0.1 0.3 

Weighted Average 

Interest Rate (%) 
3.0 1.0 1.8 3.2 1.4 2.1 

Refinancing 

Risk  

Average time to 

maturing – ATM 

(years) 

5.8 1.8 3.5 5.2 2.3 3.4 

Debt maturing in 1 

year (% of Total) 
13.7 46.9 32.9 11.5 36 26.7 

Debt maturing in 1 

year (% of GDP) 
0.8 4.3 4.7 0.7 3.6 4.3 

Interest 

Rates Risk  

Average time to 

refixing - ATR (years) 
4.9 1.8 3.1 4.7 2.3 3.2 

Debt refixing in 1 year 

(% of Total) 
42.3 46.9 45.0 42.8 36.0 38.6 

Debt with Fixed Rate 

(% of Total) 
61.9 100.0 83.9 61.5 100.0 85.4 

Risk of 

currency 

Exchange 

rates  

Debt in Foreign 

Currency (% of Total 

Debt) 

33 na 14 35 na 13 

Debt in EURO/(% of 

Total Debt 
67 100 86 65 100 87 

In 2018, the percentage of total debt to GDP has slightly increased compared to 

previous year, reaching 17.12% of GDP, which is within the 40% limit set out in the 

Law on Public Debt. The rise in domestic debt issuance has mainly contributed to 

this growth.  

The cost of debt service as a GDP share has not changed since the previous year. 

The weighted average of interest has marked a slight increase in domestic debt and 

also a slight increase in international debt, reflecting a total increase of 0.3% 

compared to the previous year. 
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Refinancing risk indicators have marked positive developments. The percentage of 

domestic debt to be refinanced within the year has decreased to 36% of the current 

debt portfolio, roughly 10% lower than the previous year, remaining within the 

limits set in the SDP 2019-2021. An issuance plan with long-term maturities 

including a new instrument with a maturity of 10 years has largely contributed to 

this. The average time to maturity (ATM) of domestic debt has also increased and is 

in line with SDP 2019-2021, determining that this indicator should be longer than 

one year. As predicted, ATM by the end of 2018 has reached to 2.3 years. By the 

end of 2019, this indicator is expected to remain roughly the same as the result of 

planning to maintain the current domestic debt structure. 

Indicators of interest rate risk have undergone positive changes. The percentage of 

debt to be re-fixed within the year has decreased as a result of the reduction in the 

amount of debt for refinancing within the year. The portion of variable interest 

debt continues to be within the limits set in the State Debt Program. The overall 

goal of debt management is that international debt has to be contracted with fixed 

interest rates, but since Kosovo is an IDA-Blend country1, exposure to the progress 

of rates in the international market in the future is inevitable.  

Indicators of foreign currency risk have also shown positive changes. In line with the 

objective of domestic market development, domestic debt has marked an increase 

compared to the international debt. Debt denominated in Euro has also increased 

by 3% more than the previous year. Consequently, the denominated foreign 

currency debt lies within the limits of the Program. 

 

 

 

                                                             

1 Countries considered to be IDA-Blend are subject to soft crediting with low interest rates and long-term 

maturities, but also non-concessional lending based on markets performance. 

According to above assessment, we see that the objectives set in the previous 

Program SDP 2019-2021have been accomplished successfully and debt 

management is fully in line  with legal requirements and within the risk 
limits / parameters. 
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2.1. Domestic Debt Portfolio (2018) 

Since the establishment of the Securities Market in 2012, the Ministry of Finance 

has been working towards the development of a stable market, with diversified 

investor based and transparent in terms of operation. For this purpose, an 

electronic auction system has been adopted, which is managed by the CBK as a 

fiscal agent of the MoF within the market. The right for access and placement of 

bidding is granted to Primary Actors and Primary Participant only, while the 

Treasury’s role is for approval of the auctions results. Other participants such as: 

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

securities through Primary Actors. 

8 commercial banks licensed by the CBK have the Primary Actors status, while 

Kosovo Pension Savings Trust has the status of the Primary Participant. The 

structure of domestic debt by investors at the end of 2018 was as follows: 

Chart 2: Structure of domestic debt by investors 

  

The current domestic debt portfolio includes Treasury Bills with a maturity 6 to 12 

months and Government Bonds with a maturity of 2 to 10 years. The instrument 

with a maturity of 10 years was issued for the first time in July 2018.  
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Table 4: Performance of securities investments by instruments 

Instrument 2013 2014 2015 2016 2017 2018 

3 months  15.20 9.75 10.00 10.00  0.00    0.00    

6 months 84.00 57.67 48.60 30.00 24.95  25.00  

12 months  55.00 140.10 150.00 160.00 135.00  109.57  

2 years 0.00 52.00 126.95 159.95 175.00  154.85  

3 years 0.00 0.00 30.00 70.00 110.00  117.00  

5 years  0.00 0.00 15.00 50.00 110.00  223.40  

7 years  0.00 0.00 0.00 0.00 20.00  40.00  

10 years 0.00 0.00 0.00 0.00 0.00  10.00  

Total 154.20 259.52 380.55 479.95 574.95  679.82  

 

Demand in the domestic market during 2018 has been stable. In almost all auctions 

organized, the bids have met or even exceeded the amount announced by the 

Treasury of Kosovo for an auction. The banking sector continues to maintain a 

satisfactory liquidity position2. It is worth mentioning that the liquidity marked in 

the banking sector does not necessarily mean the possibility of increasing 

investments in securities by Primary Actors, due to the limitations that the parent 

organizations determine to commercial banks with international capital operating 

in Kosovo.   

However, the liquidity of banking sector has had its positive effect on keeping 

interest rates at a satisfactory level. The average interest rate for the domestic debt 

portfolio has increased to 2.09% from 1.88% by the end of 2017. 

Chart 3: Average Interest Rates 

 

                                                             

2 Source: Financial Stability Report, CBK 2018 
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2.2. The international debt portfolio (2018) 

By the end of 2018, the international debt amounted to EUR 416.43 million, 

representing about 38% of total state debt, or 6.2% of GDP. The bulk or nearly 74% 

of the international debt portfolio is exposure to the IBRD and the IMF.  

Chart 4: The structure of international debt by creditors and type of loans 

       

 

Funds borrowed by the IMF are in SDR3 currency. By the end of 2018, the exposure 

to this program was around EUR 160 million or 38.4% of the international debt. The 

loan is expected to be fully repaid in 2022, more than 69% of the loan amount will 

be returned in 2020 and 202. Therefore, in order to reduce the burden of payment 

in 2021 and 2022, based on budgetary planning, the possibilities for refinancing or 

restructuring the return in part or in full could be reviewed. Kosovo's second-largest 

creditor is IBRD, which accounts for 35.3% of the international debt stock, while IDA 

and KfW stand at an equal percentage of 12% each. 

 

 

 

 

 

 

                                                             

3SDR is a 'basket' of currencies which consists of currencies: EUR, USD, GBP, CNY and JPY. The value of the SDR 

is determined on the basis of an average which is withdrawn from the currency values mentioned above. Given 

the nature of the SDR and the valuation method, this currency is considered to be quite stable.  
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2.3 Total state debt service 

The Law on Public Debt has defined the priority of paying the public debt to any 

other state obligation. “…claims on account of the payment of the principal and 

interest of State Debt shall constitute the first claim against the general account of 

the Ministry ... and shall not be now or hereafter be subordinated to any other 

claim." The Republic of Kosovo continuously repays debt in full and on time, and 

debt payments are treated with high efficiency, according to the financial 

agreements in force. All payments are processed from the Budget of the Republic 

of Kosovo from the Debt Management Division of Treasury.  

The following table presents the State Debt service over years divided into principal 

and interest: 

                                   Table 5: The total debt service 

 
2013 2014 2015 2016 2017 2018 

Debt Service 25.47 34.88 44.88  85.20   77.31  41.02 

The return of the principal 13.99 22.05 28.87  65.99   58.63  22.02 

Interest and discounted 

amount of Securities 
11.35 12.46 15.63  18.70   18.68 19.00 

Debt Service / Total Revenue 

(%) 
1.78 2.41 2.65 4.82 4.04 2.05 
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3. MACROECONOMIC DEVELOPMENTS AND KEY RISKS 

3.1. Main macroeconomic developments during 2018 

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

Statistics (KAS), the real GDP during 2018 increased by 3.9% compared to previous 

year. Based on the history so far, the annual economic growth estimates are usually 

higher than the quarterly ones. Therefore, judging on the background of KAS's 

economic growth reviews and the availability of sources of financing for 

consumption and investment, it is expected that the final growth estimate for 2018 

will be higher.  

Economic indicators show that 2018 has been a year of continued economic 

recovery as a result of improved lending conditions, increased incomes from abroad 

(remittances and compensation for workers) and a more accelerated dynamic of 

investment realization (private and public). Meanwhile, the trade balance during 

2018 worsened by about 15.5% compared to the previous year, mainly as a result 

of shortages in metal exports, uncertainties in the external economic environment 

and increased imports of services. Real GDP growth in 2019 is expected to be 4.7%. 

This acceleration of economic growth reflects the most optimistic expectations for 

the growth of exports and investments, while the growth of consumption is 

expected to provide the main contribution of growth. 

Inflation - According to KAS, despite moderate inflation during 2018 of 1.1% in 

consumer prices and 2.7% in import prices over 2018, and growth in investment 

and export costs has made 2018 to end with an increase of 1.0% in the GDP 

deflator level.  

Total budget revenues - are expected to grow for about 11% from € 1,757 million 

in 2018 to € 1,949 million in 2019. Revenues are expected to reach € 2,276 million 

in 2022. Direct tax participation in relation to total tax collection up to 2022 is 

projected to remain around the same level as in 2018, and about 15% in 2022. VAT 

and excise duty are expected to be major contributors to the value, holding a share 

of over 70% in total revenues collected. 

Expenditures - for the period 2020-2022 are projected to grow in continuation 

gradually, reaching € 2,603 million in 2022, an increase of about 3% on average in 

the medium term, where capital expenditures are expected to increase by an 

average of 2.4%, while the current ones are 3.5%. 

Fiscal deficit - as provided for in the fiscal framework, it is planned to be financed 

by domestic borrowing, external borrowing and one-off revenues, including free 
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income from the liquidation of socially-owned enterprises. External debt is planned 

for project financing purposes that are already included in the existing budget 

framework as well as loan projects for organizations for which the government acts 

as a guarantor. The banking balance is expected to be above 4.5% of nominal GDP 

on average, according to LPFMA4 criteria for using PAK assets. The deficit is also 

maintained at the levels set by the fiscal rule, below 2% of GDP.  

The need for government funding has been made on the basis of a regular planning 

for domestic and international debt, keeping it at reasonable levels. Regarding the 

public debt for the period covered by the MTEF and the SDP, the basis for this 

shave been made based on borrowings for the financing of specific projects (those 

signed, but not disbursed and those to be signed). Moreover, the scenario of 

economic and fiscal projections also takes into account the issuance of securities to 

finance the deficit. Considering the returns for the medium term, a gradual increase 

in public debt stock is expected, but the total debt to GDP ratio will remain at 

acceptable and stable levels. However, the projections of the Framework and the 

SDP do not take into account the possibility for the Government to issue a state 

guarantee for the “Kosova e Re” project. If the Government issues such a guarantee 

in the future, the level of public debt will reach quite high levels, and potentially, it 

will also achieve the highest level allowed by the Law on Public Financial 

Management and Accountability. According to the Law on Public Debt, state 

guarantees are considered as state debt. Consequently, the potential state 

guarantee issuance for the aforementioned project would increase the public debt 

of the country, and this will reduce or completely hinder loans for other projects, 

taking into account the public debt stability indicators.   

Current account deficit estimated for 2018 was 8.1% of GDP, while in 2019 as a 

result of the high growth of capital investments the deficit will mark deterioration. 

This indicator is expected to fluctuate around a level of 9.5%, averaging over the 

2020-2022 projected periods. Trade deficit for 2018 is estimated at about 29.3% of 

GDP and is expected to be about 31% in the medium term. Trade deficit continues 

to be a challenge for Kosovo's economy. However, the export of services is 

expected to counterbalance the import of services significantly, mainly due to the 

expectation of increased travel and diversification of export of services to the 

export of IT services and centres for service support. However, tax policy changes to 

stimulate domestic production are expected to increase exports and replace 

imports by reducing the negative trade deficit. 

‘Investment Clause’ as well as funds from the liquidation of the PAK are expected 

to show their first results during the first part of 2019, considering that projects 

                                                             

4 Law on Public Financial Management and Accountability 
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started in the previous year failed to start in time and as such have been postponed 

for 2019. While the greatest effect is expected to emerge over the medium term 

period, especially in 2020. Projects in the clause may be of increased or slower 

intensity, depending on the stage of project initiation procedures. In addition to the 

funds provided for by the Clause projects (approximately € 197 million per year for 

the years 2020-2022), the least impact in the medium term will be the use of funds 

released from liquidation in the PAK, which go to the state budget and are 

exclusively destined for capital projects, in accordance with the legal criteria for 

their use. 

Banking sector - continues to record an accelerated growth in loan issuance. In 

December 2018, total loans reached close to EUR 2.76 billion (EUR 2,755 million), 

marking an increase of 10.9% compared to the same period of the previous year. 

Over the next few years, further borrowing facilities are expected to increase and 

credit demand is expected to increase. 

Deposits – The main financing of the banking activity continues to be through 

deposits. In December 2018, the total amount of deposits reached the value of EUR 

3.4 billion (EUR 3,392 million), marking an annual growth of 9.1%, which is higher 

than the rate; at the same time as growth in the same period last year. Like last 

year, the growth of business deposits continues to be dominant in relation to the 

growth of individual deposits by 14.3% and 7.1%, respectively. 

3.2. Key risk factors 

The main risk factors to be considered for the medium period are listed below: 

1. Risks of energy sector 

The government intends to implement the "Kosova e Re" power plant project with 

a capacity of 500 MW. Commercial contracts for the Kosova e Re power plant 

project include commitments for successfully completing the investment of more 

than EUR 1 billion. According to these contracts, NKEC5, which is a wholesale public 

electricity buyer, will guarantee the off taking of the whole energy produced in the 

new Kosova power plant for the next 20 years, consequently such duration exposes 

the government to potential risks.   

Moreover, there is also a risk for the Kosova e Re power plant project related to the 

investments required for (i) opening of a new mine for sufficient coal production for 

                                                             

5 New Energy Company in Kosovo, 100% owned by the Government of Kosovo  
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the Kosova e Re power plant (supplied by KEC6), (ii) ensuring proper water supply 

(Iber-Lepenc)7 and (iii) investment in the electricity network (KOSTT8).    

2. Government potential guarantees  

Current state government guarantees amount to EUR 44 million for two credit lines 

in the Deposit Insurance Fund of Kosovo and Urban Traffic in Prishtina (local 

government POE). From internal assessments, the Government considers it as 

unlikely that these guarantees need to be called and the credit risk is considered 

too low. 

Government guarantee requires approval not only by the government itself but 

also by the assembly (the majority of 2/3 is required for approval). Currently, the 

Ministry of Finance has not received any other request for guarantee. If there is any 

such request, it remains to be seen what the probability and how large the risk may 

be from such possible guarantees.  

3. Under-execution of capital expenditures  

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

backbone of the Government's strategy to support a friendly economic 

environment for economic growth. In recent years, despite improvements, under-

execution of capital expenditure exceeded 5% of the total budgeted amounts. For 

cautious planning purposes, the 2020-2022 framework foresees a historic under-

execution level for capital projects financed by the regular budget, while for loan-

financed projects, the assumptions are even more conservative.  

However, the under-execution of capital projects on the assumptions of the base 

scenario, especially for loan- projects, is calculated as a potential risk for the 

reduction of growth projections. This is because the execution of capital projects 

financed by the concessionary debt, after the signing of financial agreements, 

remains challenging for budget organizations, mainly as a result of a more rigorous 

decision-making on loans, respectively without ensuring that all preconditions exist, 

appropriate preparation are made, that the project is mature, with detailed studies 

and analysis (including market analysis) so as to ensure the immediate start of 

project implementation after the ratification of the loan, and that loan funds be 

used to the fullest effective extent. Other factors that are worth mentioning from 

the start of the process, are the lack of proper alignment of procurement 

procedures with that of the creditor, the unsatisfactory participation of line 

ministry officials during the process of negotiating credit, consolidating and 

                                                             

6 Kosovo Energy Corporation, 100% owned by the Government of Kosovo  
7 100% owned by the Government 
8 Transmission System and Market Operator, J.C.C, 100% owned by the Government  
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instability of the Projects Implementing Units, lack of capacities for such projects, 

etc.   

As a recommendation from the NAO (National Audit Office) and based on the 

implementation plan of the recommendations approved by the Government, the 

reporting to the government on the level of execution of the borrowing projects 

has started, in addition to reporting to the Minister of Finance as well as quarterly 

individual reports received by the project Implementing Budgetary Organizations 

(BO) and Implementing Entities according to the requirements of the legislation.    

4. High dependency on remittances   

Remittances represent an important source of external financing in Kosovo, in 2018 

increased by 5.4% compared to 2017. These flows have considerably mitigated the 

trade deficit and are largely used for consumption, thus mitigating the negative 

effects of poverty and high unemployment in Kosovo. A drop/increase in these 

flows is transmitted to lower/higher available income and then to lower/higher 

consumption which is then reflected in GDP and lower/higher budget revenues.    

5. The pressure to increase expenditure on transfers  

As set out in MTEF 2020-2022, the fiscal space within the legal deficit limit of 2 

percent goes up to about 0.0 percent of GDP (EUR 0 million) in 2020 and 2021; and 

0.6 percent of GDP (EUR 50.3 million) by 2022 as the budget deficit by fiscal rule is 

projected to be 2.0% in 2020 and 2021 and 1.4% in 2022. According to these 

projections, it is clear that the fiscal spaces to accommodate new initiatives for 

social transfers are quite limited. The increased pressure on the use of public 

money such as redistribution, especially when such redistribution does not target 

poverty but is given on other criteria, presents fiscal risk for a fiscal strategy 

targeting socio-economic development. 

6. Fiscal Risks from Collection of Revenues 

According to an EU study in 2017, the value of the informal economy in Kosovo was 

estimated at EUR 1,845 million, accounting for about 31.7% of GDP. this represents 

a slight decrease from the previous estimate in 2015 when the informal economy 

was about 31.7% of GDP. Currently, there is no available estimate of the size of the 

tax gap that derives from the tax evasion made by the informal economy.    

Revenue projections for the Budget 2019 and the next two additional years include 

an additional amount of EUR 14 million annually to be collected as a result of Tax 

Administration's efforts to reduce the tax gap. However, this does not pose any risk 

to the budget balance because Law on Budget 2019 includes a provision (Article 18) 

which requires expenditure cuts in accordance with the circumstances if these EUR 

14 million are not collected.   
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An important fiscal risk associated with tax revenues is whether tax receivables can 

be collected or not. According to the annual financial report for 2018, receivables 

not collected amounted to 632 million euro, 462 of which were related to the level 

of central government and 170 to the level of local government. These 632 million 

euros of uncollected receivables represent a significant increase from 2016 (516 

million euros) and 2017 (539 million euros). The average annual growth for the 

period 2016-2018 amounts to 10.8%. 

7. Outstanding liabilities   

Article 39 of the Law on PFM stipulates that unpaid liabilities are payments that 

have passed the 30 days due deadline. There is currently no information showing 

how much the amount of unpaid liabilities is. The financial statement includes an 

annexe to unpaid liabilities that include financial commitments, payables and 

unpaid liabilities but does not divide amounts for these different categories. 

Ministry of Finance plans to divide these various categories into the financial report 

for 2019. The relevant results will be included in MTEF 2021-2023.    

8. Fiscal risks from court cases 

An important indicator of fiscal risks from court cases is the development of 

government annual payments for court decisions. Table 7 presents payments by 

court decisions over the past three years, both at the central and local level. In 

general, payments for court decisions do not account for more than 1% of overall 

budget expenditures, although they show an increasing trend over the years. Most 

of the costs for court cases in 2017 and 2018 derive from the level of local 

government. Payments for court decisions at the central level are mainly attributed 

to the Ministry of Environment and Spatial Planning, the Ministry of Culture, Youth 

and Sports and the Ministry of Internal Affairs. In 2018, payments based on court 

decisions accounted for 0.52% of current budget organizations expenditures at the 

central level and around 2.71% at the local level, which together accounted for 

1.05% of total budget expenditures. In order to have a fuller picture of fiscal risks 

deriving from the costs of court cases, it will be necessary to know how big the 

costs that may arise from cases underway in court are.9 

 

 

 

                                                             

9 The future MTEF will include more detailed information on the main payments for court decisions and will try 

to quantify the size of costs that may arise from cases that are underway in the courts.    
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Table 6. Payments based on court decisions (Million Eur) 

  
2016 2017 2018 

2018/ The total 
expenditure of BO 

Central Government          4.11 5.26 7.59 0.52% 

Ministry of Environment and 
Spatial Planning 

51.79% 46.47% 31.25% 6.28% 

Ministry of Culture, Youth 
and Sports 

2.65% 7.19% 13.61% 3.45% 

Ministry of Internal Affairs 4.17% 16.98% 3.15% 0.21% 

Local government 2.23 6.29 12.67 2.71% 

Municipality of Ferizaj 7.21% 17.25% 22.86% 9.82% 

Municipality of Leposavic 0.00% 3.20% 17.61% 49.29% 

Municipality of Mitrovica 6.65% 8.55% 8.31% 5.58% 

Municipality of Prizren 4.60% 8.82% 7.74% 2.36% 

Total (mil Eur) 6.34 11.54 20.26 1.05% 

Total payments / total 
budget expenditures (%) 

0.38% 0.66% 0.97% 
 

 

9. Fiscal risks arising from Public Owned Enterprises  

Ownership of Public Owned Enterprises (POE), which are primarily intended to 

provide public goods, exposes the Government of Kosovo to major risks, either 

through the need to guarantee the uninterrupted delivery of public goods or 

through exposure to potential financial liabilities. Currently subordinated loans are 

in the amount of 57 million and guaranteed loans amount to 44 million. In the 

medium term, the risks posed by POEs are related to their lack of liquidity and the 

need for a shareholder's contribution to working capital (subsidies) despite long-

term financing through loans. 
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4. ANALYSIS OF MAIN RISKS RELATED TO THE STATE DEBT 

STRUCTURE 

Sustainable state debt management requires proper analysis of the major market 

risks and other accompanying risks. The following market risks are analyzed, (a) the 

risk of exchange rates and (b) interest rate risk, whereas as other risks the following 

are analyzed, (c) the risk of refinancing, (d) the risk of on-lent loans to public 

entities (e) the risk of contingent liabilities arising from credit guarantees and (e) 

operational risk. The following is an analysis of the impact of these risks on the debt 

portfolio for the medium term. 

4.1 The risk of currency exchange rates  

A foreign currency risk is a form of market risk that occurs when loans are made in 

foreign currencies. Adverse changes in this variable may result in additional debt 

service costs, lower disbursement value than initially contracted, or increase in 

general debt stock. As all revenues of the Government of Kosovo are received in 

the Euro currency, any borrowing in other currencies creates exposure to foreign 

currency risk. 

Kosovo's international debt portfolio currently consists of three currencies: Euro, 

SDR, and a very small share in SAR. The Government of the Republic of Kosovo has 

contracted and ratified loans in USD currencies, but withdrawals/disbursements 

from this loan have not started yet. Most of the new project-credits and negotiated 

ones that are in the process of being negotiated are in the Euro currency. 

Taking into account the following structure where only 15.41% of the total debt 

stock is in non-Euro currency, the exchange rate risk is low and is within the 30% 

limit set by SBP 2019-2021. This is also contributed by the fact that Kosovo has 

adopted the euro as a local currency, as one of the high-end currencies. This is a 

priority compared to the countries of the region that have their own national 

currencies. 
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Chart 5: General Debt Structure by Currency 

 

 

Given that some creditors have their funding policies in certain currencies, avoiding 

borrowing in foreign currency in some cases it is impossible. Considering the 

favourable loan terms it is acceptable and economically favourable to borrow from 

these creditors. 

4.2 Interest rate risk 

This type of market risk occurs when the interest rate of a loan is not fixed, but is 

subject to interest rate movements in the market. Unfavourable interest rate 

changes cause increase of the domestic and international debt service. 

The share of variable interest debt is relatively small in the Kosovo debt portfolio, 

15% of the total debt portfolio, and lies within the 30% limit defined in the GDP of 

2019-2021. In the international debt structure, the main exposure comes from IMF 

funding programs. The composition of the debt portfolio by type of interest rate is 

as follows:  

Chart 6: Structure of total debt by type of interest 
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For the years to come, exposure to the IMF program is expected to decrease, as the 

loan from this program will be returned by 2022. However, the debt portfolio also 

contains new loans that are contracted at variable rates but which do not yet 

disbursed. Depending on the level of implementation of these projects, exposure to 

interest rate risk may increase.  

As in the case of foreign exchange risk, in specific cases, total risk avoidance 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.  

4.3 Refinancing risk 

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

investor/possessor of securities may not be able to replace an existing investment 

with a new investment in the time of maturity. This can affect the increase in the 

cost of refinancing and the non-fulfilment of the loan amount for a particular 

auction. 

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

gradually reduced as a result of the extension of the Maturities through the 

issuance of Securities with various maturities. At the end of 2018, the amount of 

domestic debt that matures within the year has fallen to 36% from 47% as it was 

last year. As a fairly efficient indicator, the debt return profile shows the extent of 

debt concentration that needs to be refinanced/repaid over the years:  

Figure 7: Redemption profile on total debt (in 2018) 
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4.4 The risk of contingent liabilities arising from credit guarantees 

and on-lent loans 

In the public debt portfolio, the potential source of this risk is posed by public 

sector guaranteed loans and international on-borrowed loans by the Ministry of 

Finance to companies providing essential public services. Guaranteed loans at the 

end of 2018 amount to 44 million euros and comprise less than 1% of total debts.  

Part of the portfolio that may require closer monitoring is the state guarantee for 

‘Trafiku Urban’ and on-borrowed loans to companies offering public good. Analyzes 

of financial and economic risks have raised concerns about the poor performance 

of public companies. A deeper diversion of the financial results of these companies 

can cause a burden on the Government in the medium term, both in subsidizing the 

services they provide and in taking financial obligations to external creditors.  

Given the possibility that over the next few years the amount of guaranteed debt 

may increase depending on the model of financing the construction of power 

capacities (New Kosovo power plant, and more), access to the approval of new 

government guarantees will continue to be regulated strictly. In order to limit the 

impact of the risk on contingent liabilities, a number of measures will continue to 

be implemented, such as: (a) monitoring of the financial position of the 

beneficiaries; (b) initial assessment of the potential materialization of existing 

contingent liabilities. Depending on the estimates for the alleged losses, the 

applicable guarantee rates in accordance with the Law on Public Debt will be 

determined. The inclusion of guarantees in the amount of total debt in calculating 

the debt limit to GDP, also serves as a measure to manage these risks.  

4.5 Operational Risk  

The operational risk is linked to the manner of organizing state debt management 

activities. In view of efficient internal control, the state debt management has 

continued to be carried out in accordance with the legal provisions in force. Rules 

and procedures for the operation of Treasury/MF Debt Management Division have 

been developed with clear and systematised responsibilities for employees. 

However, the operational risk deriving from the very limited number of staff within 

DMD has also been identified before by World Bank missions and continues to 

present difficulties in the operation of the division, whose addressing is 

continuously in process.  

State debt legislation is in the process of review, whereby mechanisms that 

contribute to minimizing operational risk will be set up. One of these mechanisms is 

also the formalization of the co-ordination of all actors involved in the chain of 

incurring the State Debt. This process is expected to be completed by the end of 
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2019, with technical support from World Bank experts. This process is expected to 

be completed by the end of 2019, with technical support from World Bank experts.  

Drafting of medium-term strategic documents such as: Debt Sustainability Analysis, 

Medium Term Expenditure Framework and State Debt Program, are conducted in 

coordination with the macroeconomic department and relevant structures within 

the Ministry of Finance. However, for the purpose of comprehensive management 

in the area of state debt, prior coordination between the DMD and the Department 

of International Financial Cooperation within the MoF is substantial in order to 

ensure the strict implementation of the Program through coordination of IFI 

funding under the identified limits of risk.   
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5. IDENTIFICATION OF FINANCIAL NEEDS AND FINANCING 

SOURCES 2019-2022 

Depending on the internal and external market conditions, the Ministry of Finance 

defines sources for financing the identified needs for medium term period, based 

on their destination. Funding of capital projects is planned to be done through 

international debt, i.e. borrowing under concessional terms from international 

financial institutions, while budget funds will be ensured in the domestic market.  

The external and internal funding sources that the Government of the Republic of 

Kosovo has access to are shown in the following text.   

5.1 External funding sources  

Kosovo Government contracts international debt by multilateral and bilateral 

creditors. The main sources of multilateral funding are international financial 

institutions, in which Kosovo is a member, such as IDA, IMF, EBRD, EIB. Credits of 

IDA are contracted in highly favourable terms with low fixed interest rates and long-

term maturities in the Euro and SDR currencies. Loans from IMF programs are 

contracted with shorter maturities, have variable interest rates and are 

denominated in SDR currency. EBRD loans are contracted with longer maturity 

terms, about 15 years, have variable interest rates of EURIBOR 6 months and their 

advantage is that they are denominated in the EUR currency. EIB lending conditions 

are almost similar to EBRD loans, but their priority lies in the ability to choose the 

type of interest; fixed or variable interest rate. Other multilateral creditors include: 

The Islamic Development Bank (IDB) and the Saudi Development Fund (SDF). 

Whereas, bilateral creditors include the German Bank for Reconstruction and 

Development (KFW), Austria's UniCredit Bank, Exim Bank on behalf of the 

Government of Hungary, and NATIXIS on behalf of the French Government. These 

creditors also finance low fixed interest rates with long maturities between 18 and 

30 years, with a Tied aid credit10 type loan which, according to professional 

estimates, is not recommended because of their limitations. Some bilateral loans 

are offered through a combination of grants and loans.   

Depending on the policies approved and mandatory for the borrower, most 

creditors only fund specific projects in certain sectors. Procedures for this type of 

borrowing are characterized by negotiation and follow-up procedures that can last 

3-12 months. In addition to the interest rate and other fees, international credit is 

                                                             

10 Tied aid credit – Conditional aid loan. A developed country will provide a bilateral loan in a developing 

country, but with condition that the money be spent on goods or services produced by the country offeing the 

loan.  
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also applied to the commitment fees that are calculated on the non-disbursed 

amount beginning with the moment of signing. The advantage of this type of 

borrowing, as opposed to securities, is that credit serve as an infusion of incoming 

currency.  

Kosovo is expected to continue borrowing from these foreign sources. As Kosovo is 

now categorized as part of the World Bank Group ('WBG') as a mixed country of 

IDA, Kosovo is expected to continue to have access to a mid-term financing period 

with favourable conditions within the World Bank Group. IDA credits are the most 

favourable conditions for Kosovo, taking into account the support provided by WBG 

in preliminary project designing. Another fact added to this is that these loans do 

not condition the projects implementation to be done by domestic companies of 

countries offering the loan, as opposed to some bilateral creditors. Other creditors 

to which loans are contracted within the international portfolio, and which are 

expected to start disbursements include, OPEC International Development Fund, 

EBRD, and European Investment Bank (EIB).  

In order to avoid unmanageable risk levels, borrowing from international funding 

sources will be made according to the following priorities, but will be monitored in 

accordance with the risk constraints established in this SDP: euro currency, fixed 

interest rateeuro currency, fixed interest rate  

- euro currency, variable interest rate 

- non-euro currency, fixed interest rate 

- non-euro currency, variable interest rate 

All financial institutions (potential creditors), divided according to the type of 

funding, in which Kosovo has access to funding, are presented below:   

Budget financing   

 International Monetary Fund (IMF),  

 World Bank (WB). 

Project Financing: 

 World Bank - International Development Association (IDA) 

 European Bank for Reconstruction and Development (EBRD) 

 The European Investment Bank (EIB) 

 German Bank for Reconstruction (KfW) 

 Federal Republic of Austria 

 Islamic Development Bank (ISDB) 

 Saudi Development Fund (SDF) 

 OPEC Development Fund (OFID)  

 Japan International Cooperation Agency (JICA) 



5. IDENTIFICATION OF FINANCIAL NEEDS AND FINANCING SOURCES 2019-2022 

 

28 
 

 The European Bank for Reconstruction Council (CEB) 

 Republic of Hungary 

 Republic of France. 

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

Creditors 

Category 
Currency 

Type of 

Interest 

Interest 

Rate (%) 

Grace 

Period 

years  

Maturity  

(years) 

IMF SDR Variable 1 + Variable 3 5 

IDA SDR Fixed 0.75 10 25 

IDA - EUR EUR Fixed 1.27 5 25 

Multilateral - 

Islamic 
USD/SDR Fixed 2-4 3-5 18-20 

Multilateral - 

EBRD/EIB 
EUR Variable 1 + Variable 4 15 

Bilateral - Austria EUR Fixed 1.1 6 21 

Bilateral - KfW EUR 
Fixed / 

Variable 
3.6 3 12-40 

Bilateral - France EUR Fixed 0.036 5 35 

Bilateral - 

Hungary 
EUR 

Fixed 
0 1.5 17 

 

Prospects related to borrowing from international financial institutions follow 

current established relationships and will mainly be in the form of direct and on-

lend concessional loans to support primarily strategic areas. Projects funded with 

multilateral loans have so far been more successful in their completion due to the 

expertise these creditors have in providing funding.   

In general, bilateral loans borrowed for project funding have not been effective in 

the context of project implementation, as they involve numerous institutional 

parties, diplomatic communication levels, what generate delays in initiation of 

project implementation. In addition, the state in the role of creditor does not 

appear itself, but through government agencies or other financial institutions, 

which in most cases do not have the technical expertise in providing funding and 

practices for successful implementation of projects. For this reason, we find it less 

appropriate to enter into bilateral credit relations for Tied aid credit, which are also 

not recommendable.   

Within the framework of this document, it is planned that from external sources of 

funding, respectively the World Bank, we will enter into a development program 
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through the debt instrument of Development Policy Operation (DPO)11  in the 

amount of about 45 million Euro. The objective Development Program DPO for 

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

efforts to manage fiscal risks and reform, through fact-based decision-making and 

fiscal transparency and to support a business environment that is favourable to 

economic growth, macro fiscal stability and creation of equal job opportunities.  

5.2 Domestic financing sources  

The Ministry of Finance aims to provide a wide range of instruments with multiple 

maturities in order to encourage interest on a broader basis of investors and reduce 

the cost of financing. Treasury bills are issued with a maturity of up to 12 months, 

while Government bonds can be issued with a maturity of 2 to 20 years. In 2018, 

the first 10-year Bond was issued for the first time, representing the longest 

maturity issued by the Government. The entire issuing is made in the EUR currency, 

which eliminates foreign exchange risk, and the funds received serve for direct 

budget financing. 

Treasury Bills issued is characterized by lower interest costs due to the short-term 

nature, but it carries the risk of re-financing and indirectly the interest rate, as the 

interest rate also changes in the case of re-financing. 

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

term maturity, but on the other hand the risk of re-financing is lower compared to 

short-term bonds. While bonds mainly serve for liquidity management of the 

financial sector, Bonds are instruments that attract investors seeking higher return 

on investment and have no unforeseen needs for liquidity. A tabular presentation 

regarding the expected structure of domestic debt by instruments is presented 

below: 

 

 

 

 

 

 

                                                             

11 Development Policy Operation (DPO) 
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Table 8: Expected debt structure by instruments at the end of 2018 

Instrument Structure 
Rate 

(current) 

Outstanding 

(current) 

2018  

Forecast 

Outstanding  

2019 

Inputs from market actors 

T-Bills 
Discounted 

Bullet 
0.42% 

Eur 134.57 

million 

Eur 60.00 

million 

Some of the banks that have 

restrictions from their parent banks 

are willing to invest in short-term 

instruments. 

2 year Bonds 
Fixed 

Bullet 
1.24% 

Eur 154.85 

million 

Eur 174.85  

million 

For 2-year bonds it is interesting to 

invest as short-term securities are 

considered as compared to those 3, 

5, 7 and 10 years. 

3 year Bonds 
Fixed 

Bullet 
1.54% 

Eur 117.00 

million 

Eur 217.00  

million 

In addition to Banks and Insurance 

Companies, 3-year instruments are 

also preferred by Pension Funds and 

CBK. 

5 year Bonds 
Fixed 

Bullet 
2.57% 

Eur 223.40 

million 

Eur 288.40  

million 

Pension funds and in particular CBK 

prefers investing in these 

instruments 

7 year Bonds 
Fixed 

Bullet 
3.78% 

Eur 40.00 

million 

Eur 55.00  

million 

Pension funds prefer the purchase of 

7-year bonds, an investment that 

helps to implement the strategy for 

prolonging maturity of the portfolio 

10 year Bonds 
Fixed 

Bullet 
5.28% 

Eur 10.00    

million 

Eur 20.00 

million 

The 10-year bond was issued in July 

2018, for which the Pension Funds 

and most of the Actors have shown 

great interest 
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6. MID-TERM DEBT STRATEGY 2020-2022 

6.1 Methodology 

Based on best existing practices and standardized World Bank guidelines for 

designing the med-term debt strategy, during the selection of the strategy for the 

period 2020-2022, some alternative strategies will be analyzed with different 

combinations of debt portfolios. For the purposes of the analysis, the Analytical 

Tools designed by WB have been used and updated with the data from the debt 

database and the forecast of revenues and expenditures-budget deficit by MTEF 

2020-2022. Analyzes are made by categorizing debt instruments under common 

conditions, adding new projects for which there have been no disbursements. 

The analyzes have taken into account the requirement to keep the cash balance at 

4.5% of GDP. SAMB Analytical Tool 12 allows analysis of the costs and risks of 

different borrowing strategies under different scenarios for interest rates and 

valuation exchange rates. Risk is measured as a cost deviation from the baseline 

scenario when markets are shocked. The strategy to be selected is the one that 

shows the greatest sustainability of the various shocks that apply. 

6.2 Results and selection of the med-term debt strategy 

The analyzes made have shown that the current debt-to-debt strategy stays quite 

well against future market shocks. Selection to continue in the mid-term period 

2020-2022 with the status quo strategy of debt management can be justified by 

looking at a combination of results of analysis made with the fulfilment of 

Government objectives as defined above: 

Keeping control over the pace of change in debt parameters - State debt 

management will continue to be in line with med-term economic prospects and the 

Government's key priorities are timely provision of financial resources on 

favourable terms and maintaining the stability of key debt indicators. The 

implementation of these priorities requires constant monitoring of the current debt 

level and assessment of the impact of new commitments on key indicators with a 

view to keeping them within limits. 

To the extent that market conditions allow, in the med-term, priority will be given 

to obtaining new debt in Euro and at fixed interest rates, by multilateral creditors. 

This is done in order to preserve the project ability of budget expenditures. The 

general debt indicators projected for the following years are presented in the 

following table:   

                                                             

12 Analytical Tools for the Mid-Term Debt Management Strategy 
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Table 9: Projected Debt Indicators 2019-2022 

Indicator 2019 2020 2021 2022 

International Debt 559.43 715.23 869.83 1038.73 

Domestic Debt 814.82 954.82 1,084.82 1,214.82 

General Debt 1,374.25 1,670.05 1,954.65 2,253.55 

State Guarantees 44.00 44.00 44.00 44.00 

Total Debt plus State 
Guarantees 1,418.25 1,714.05 1,998.65 2,298.55 

GDP 7,123.00 7,520.00 7,946.00 8,389.00 

Debt as a% of GDP 19.91 22.79 25.15 27.40 

The domestic debt that 
matures within the year % 

39.72 36.19 31.42 27.62 

ATM (Average Time to 
Maturity - domestic debt) 

2.30 2.40 2.50 2.60 

Interest payments as% of 
GDP 

0.39 0.39 0.35 0.36 

External Debt / Domestic 
Debt 

40/60 43/57 45/55 46/54 

Debt in domestic currency % 89.86 93.80 96.28 97.50 

Debt in foreign currency % 10.14 6.20 3.72 2.50 

Debt with Fixed Interest % 84.26 84.94 87.94 90.00 

Debt with variable interest % 15.74 15.06 12.06 10.00 

 

The main debt indicators will continue to grow gradually over the med-term, 

remaining within the limits set by the Law and the SDP.  

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

current level, which represents a desired structure that fits market conditions. 

Interest expenditures will have a slight increase from 0.3% -0.4% of GDP.  

Positive movement will have on the domestic debt indicator that will mature within 

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

contribute to reducing the risk of refinancing and a more stable redemption curve 

in the med-term: 
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Figure 8: Redemption Profile 2022 (projected)  

 
 

Securities market development - according to this strategy, the current domestic 

debt portfolio is maintained, continuing towards the extension of portfolio maturity 

within the opportunities offered by the domestic market. Most of the domestic 

debt by the end of 2019 will consist of 5 year bonds.  

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 timely prospects for their 

issuing. Based on the current developments in the domestic market within this 

period of SDP, it is planned to issue instruments with a longer maturity compared 

to the current instruments, instruments with a maturity of 15 to 20 years. 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 realized in the coming 

years. 

It will also continue with the initial preparations for issuing external bonds - 

Eurobond. These preparations include the revision of the legislation to enable such 

issuance in a timely manner, followed by a Credit Rating, so that the risk for 

Kosovo's Eurobonds can be weighed in the same way as other sovereign bonds. 

Advanced technical assistance will be required in this regard. 

The DPO program is considered to be in favour of the international dimension of 

credibility and access to foreign markets. 
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INTRODUCTION 
 

 

Based on the Public Debt Law no. 03/L-175 and Regulation GRK - no. 22/2013 on 

Procedures for Issuance and Management of State Debt, State Guarantees and 

Municipal Debt, in order to increase transparency on State Debt data, Kosovo 

Treasury publishes the fourth Bulletin with the data on total State Debt covering the 

period from 2014 until the end of fiscal year 2018.  

According to Law on Public Debt, Total Debt is defined as “the total of the State and 

Municipal Debt. State Debt is the debt that is taken on behalf of the Central 

Governmental Institutions which the Republic of Kosovo is obliged to repay, but shall 

not include any obligation of other certain government entities, including but not 

limited to Municipalities, public enterprises, or Central Bank of Kosovo”.  

Furthermore, the State Debt is divided into internal debt and international debt. 

”Internal debt is defined as the State debt subject to the laws of the Republic of Kosovo 

whereas the International Debt as the State Debt which is subject to agreement with 

foreign governments, government agencies, international financial organizations or 

other organizations and foreign companies on the basis of international agreements, 

treaties, conventions or other similar agreements subject to the laws of a legal 

jurisdiction other than of the Republic of Kosovo”.  

The State Debt portfolio by the end of 2018 is comprised of the Internal Debt and 

International Debt, and three State Guarantees. So far, Kosovo does not have 

Municipal Debt or Municipal Guarantees issued. The Bulletin also discloses historical 

data since the establishment of the State Debt portfolio.  

The bulletin is composed of four parts, in the first part are presented data on the Total 

Debt, in the second part are presented data on International Debt, the third part 

presents data on Internal Debt and in the last part are presented data on State 

Guarantees.  

All the values stated in this document are presented in millions of Euro, unless 

otherwise stated. 
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1.1 Total Debt Stock 2014-2018 

Kosovo’s State Debt Portfolio was established in 2009. Kosovo’s State debt includes 

International Debt, Internal Debt, and State Guarantees. From 2009 to 2011 Kosovo’s 

State Debt Portfolio was comprised only by international debts, but from 2012 to 

increasing of total debt started to contribute even issuance of securities of Republic of 

Kosovo. Kosovo’s Debt was borrowed with purpose of financing projects in field of 

education, agriculture, cadaster, energy, health, water, central heating, banking sector, 

roads rehabilitation and railways, as well as supporting of budget.  Annex 1 provides 

all loans and projects which are financed through state borrowings since 

estaablishment of portfolio until the end of 2018, whereas a chronology of debt course  

for last four years is presents in following.  

 
At the end of 2014 the total debt amounted 582.87 million Euro and compared to 

nominal amount of previous year has increased for 22%, mainly as result of new 

issuances of securities in amount of 104 million Euro. 

 
Also, during 2015 Total Debt increased by 28% compared to the previous year, thus 

recording the amount of EUR 748.95 million. The increase is mainly due to new 

issuances of Government Securities in amount of EUR 121 million, and the receipt of 

first tranche of the new IMF Program, amounting to EUR 36 million, agreed in 2015. 

 
At the end of 2016 the debt was 852.74 million Euro, and if we compare to the nominal 

amount of previous year it has been increased for 14%. This increase mainly due to 

new issuances of Government Securities in amount of 101 million Euro.  

 
At the end of 2017 the total debt nets the amount of 996.42 million euro, which 

compared to previous year means an increase of about 17%. The increase comes as 

result of two tranche withdrawing in amount of 100.37 million euro from IMF 

program agreed in 2015 and new issuances of securities in amount of 95.30 million 

euro. Apart withdrawals which might be seen in Annex 3 according to loans, there 

were loans refund in amount of 58.63 million euro, details on loans refund are 

presented in Annex 4.   

 
Whereas at the end of 2018 total debt amounted 1,093.05 billion Euro which compared 

to previous year marked an increase of about 9.67%. Compared to the increase of 

previous year, this increase doesn’t present high increase of total debt, as this year 

disbursement amount was 11.69 million Euro adding new issuances of Internal Debt 

of 102.43 million Euro, whereas in the other side debt service was 22.02 million Euro. 

increase, at the end of 2017 was 16.22%, whereas at the end of 2018 was 17.12%, for 

details of reimbursement of debt service please refer to Annex no.3 and no.4.   
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Figure 1. Total debt stock (2014-2018)                          Figure 2. Composition of Total Debt 

                   

 

Table 1. Total Debt  

 2014 2015 2016 2017 2018 

International Debt 326.35 371.17 373.77 422.15 416.43 

Domestic Debt 256.52 377.78 478.97 574.27 676.62 

Total Debt 582.87 748.95 852.74 996.42 1,093.05 

State Guarantees 10.00 10.00 20.00 44.00 44.00 

Total Debt (% of GDP)* R 10.65 13.07 14.38 16.62 17.12 

GDP 5,567.49 5,807.01 6,070.11 6,413.86 6,641.60 

Note: International Debt differs over the years as a result of the exchange rate fluctuation.The GDP values for 2014-2017 are 
taken from the Kosovo Statistics Agency website, for 2018 it was taken from Budget Law 2018. 
* Calculation of the indicator includes State Guarantees. 
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1.2 Total Debt Service 2014-2018 

The Republic of Kosovo continuously repays the debt in full and timely, and treats 

payment request with high efficiency under the applicable financial arrangements and 

the legal basis for debt service. All payments are processed by Budget of the Republic 

of Kosovo respectively the Treasury/DMD (Debt Management Division).  

Table 2 in following presents State Debt from 2014 to 2018 from the Budget of Republic 

of Kosovo, divided in principal, interest and discount amount of the SC, as well as 

other fees.  

Table 2. Total Debt Service 

  2014 2015 2016 2017 2018 

Debt Service 34.88 44.88 85.20 77.31 41.02 

Principal 22.05 28.87 65.99 58.63 22.02 

Interest and discounted amount 
of SC 

12.46 15.63 18.70 18.34 18.71 

Other fees 0.37 0.37 0.50 0.34 0.29 

Debt service /Total Revenues 
(%) 

2.41 2.65 4.82 4.04 2.05 
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2.1 Status of International Debt  

During 2018 marked a decrease by 1% compared to previous year, this due to 

withdrawals in very low amounts from projects loans. During 2018 withdrawals in 

higher amounts were realized from creditors IDA and IDB, as it may be seen in Annex 

3. At the end of 2018 International Debt amounted to 416.43 million Euro, which 

presents about 38% of total State Debt or 6.27% of GDP.  

Largest part or about 74% of International Debt portfolio is from IBRD and IMF. 

     Figure 3. International Debt by Creditor                    Figure 4. International Debt by loan category                                       

                   

 

Table 3. International Debt by creditors, over the years 

Creditor 2014 2015 2016 2017 2018 

IBRD 192.33 180.99 169.65 158.32  146.98 

IDA 20.84 28.86 36.02  41.12  49.51 

IMF 101.73 127.74 113.96 160.77  160.14 

UniCredit 2.00 2.96 6.49     7.04  7.04 

KfW 9.46 30.62 47.64   54.81  48.91 

ISDB 0.00 0.00 0.00     0.10  3.32 

SFD 0.00 0.00 0.00 0.00 0.25 

EBRD 0.00 0.00 0.00 0.00 0.28 

Total 326.35 371.17 373.77 422.15  416.43 

Note: International Debt differs over the years as a result of the exchange rate fluctuation. Debt in foreign currencies has 
been converted at prevailing exchange rates at the end of the fiscal year. 
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2.2 New International Loans 2018 

During 2018 were negotiated and signed seven new financial agreements.   

Contracting of new financial agreements was realized with purpose of financing of 

following projects: 

1. Loan Agreement between Republic of Kosovo and Raiffeisen Bank 
International AG aims financing of project for construction of system for the 
supply of drinking water in municipality of Ferizaj.  
 

2. Loan Agreement between Republic of Kosovo and Raiffeisen Bank 
International AG aims financing of project for constructing of water supply 
system in municipality of Istog.  
 

3. Loan Agreement between Republic of Kosovo and Raiffeisen Bank 
International AG aims financing of project for constructing of water supply 
system in municipality of Graçanica. 
 

4. Loan Agreement between Republic of Kosovo and Raiffeisen Bank 
International AG aims financing of project system for disposal of sewerage in 
municipality of Podujeva. 
 

5. Loan Agreement between Republic of Kosovo and Raiffeisen Bank 
International AG aims financing of project for construction of sewage system 
in municipality of Shtime.  
 

6. Loan Agreement between Republic of Kosovo and International development 

Association for the project of Digital Economy of Kosovo intends to develop 

broadband interconnection infrastructure in uncovered areas, strengthening of 

human capital and support of businesses in order to include Kosovo in the 

future digital economy.    

 

7. Loan Agreement between Republic of Kosovo and European Investment Bank 

for the project of motorway Pristina-Peja, segment Kijevë – Zahaq aims 

construction of a double lane of 30km of single motorway, being part of the 

road which connects Pristina with the Montenegro border.  

 

Table 4 presents new loans signed during 2018. Data on financial terms for these loans 

and other loans which have been ratified by the Assembly of Kosovo are presented in 

Annex 2.  
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Table 4. New International Loans 2018 

Loan/Project Creditor 
Agreement 

Date 
Currency Amount 

Borrow 
Type 

Implementing 
Agency 

Status 

Highway Project Prishtina - Peja, 
Segment Kijevë - Zahaq 

EIB 29.05.18 EUR 80.00 DL MED Ratified 

Kosovo's Digital Economy Project IDA 20.07.18 EUR 20.70 DL MED Ratified 

The Project of Wastewater Disposal 
System For The Municipality of 
Podujeva 

UniCredit 24.09.18 EUR 5.35 DL 
Municipality of 

Podujevës 
Not- Ratified 

The Project For Construction of The 
Drinking Water Supply System For 
The Municipality of Ferizaj 

RBI 27.11.18 EUR 5.13 DL 
Municipality of 

Ferizajit 
Not- Ratified 

The Project on Construction of A 
Water Supply System For 
Municipality of Gracanica 

UniCredit 27.11.18 EUR 5.12 DL 
Municipality of 

Graçanicës 
Not- Ratified 

The Project For Construction of 
Sewerage System For The 
Municipality of Shtime 

UniCredit 27.11.18 EUR 2.39 DL 
Municipality of 

Shtimes 
Not- Ratified 

The Project For Construction of A 
Water Supply System For The 
Municipality of Istog 

UniCredit 27.11.18 EUR 5.09 DL 
Municipality of 

Istogut 
Not- Ratified 

     Note: DL - Direct Loan, OnL - On-Lent
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2.3. International Debt by Sectors 

The loans contracted during 2018 belong to the  road infrastructure sector 65%,   18% 

to water infrastructure sector and the public sector 17%. Projects financed through 

international debt are projects initially approved by the National Investment 

Committee and are part of the Mid-Term Expenditure Framework and Annual 

Budget. 

In Table 5 below, we have presented the data on international debt contracted during 

2009-2018 for the financing of projects belonging to the following sectors. 

Table 5. International Debt by Sectors 

Types of Sectors 
The amount of funds 

invested from 2009 to 2018 
Breakdown by % 

Education Sector 14.52 2.38% 

Financial Sector 5.22 0.86% 

Financial Sector 36.34 5.96% 

Financial Sector 14.30 2.35% 

Financial Sector 67.45 11.06% 

Financial Sector 81.90 13.43% 

Water Infrastructure Sector 114.00 18.70% 

Central Heating Sector 5.00 0.82% 

Public Sector 28.91 4.74% 

Road Infrastructure Sector 226.83 37.21% 

Total 609.67 100.00% 
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2.4 Withdrawals from international loans 

During 2018, Budgetary  Organizations that fund projects from the International Debt 

have continued to withdraw funds from loans. Moreover, even public companies have 

continued to withdraw  funds from sub-borrowed loans from the Ministry of Finance, 

as can be seen in Appendix 3. The following table presents the withdrawals of funds 

by creditors over the years.

Table 6. Disbursement of Loans by Creditor 

Creditor 2014 2015 2016 2017 2018 

IDA 7.37 6.54 7.01 7.95 7.49 

IMF 0.00  35.64   35.62  100.38  0.00 

UniCredit 2.00  0.96   3.54   0.55  0.00 

KfW 7.46  22.49   22.47   13.40  0.45 

ISDB 0.00 0.00 0.00  0.10  3.21 

SFD 0.00 0.00 0.00 0.00 0.26 

EBRD 0.00 0.00 0.00 0.00 0.28 

Total 16.83  65.62   68.64  122.38  11.69 

Note: International Debt differs over the years as a result of the exchange rate fluctuation. For withdrawals from loans 

denominated in foreign currencies, the exchange rate of the day of the transaction is used. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

    
 

15 Annual Buletin 2018 on Public Debt  

2.5 International Debt Service 

During 2018, the amount of Euro 34.32 million was paid for the International Debt 

Service, which represents 1.72% of the 2018 budget revenues. From Annex 4 it can be 

noticed that about 22% of the amount paid is to the IMF, while about 53% is debt 

service to the IBRD, and 25% to other creditors. Table 8 below  presentS the debt 

service divided for principal, interest, commitment fee and other fees. 

Table 7. International Debt Service, over the years 

 2014 2015 2016 2017 2018 

International Debt Service 32.37 39.38  77.29  70.63  34.32 

Government  1.83   7.14   0.15   2.41  25.79 

       - Principal 22.05  27.54  60.55 52.39 15.68 

      - Interest  9.71   9.35  9.20 9.69 10.11 

      - Commitment fee   0.01   0.06   0.18  (0.18) 0.00 

      - Other fees  0.07   0.18   0.23   0.50  0.00 

Public Institutions to which the 
MoF has on-lent 

 0.54   2.24   7.13   8.23  8.53 

       - Principal  0.00     1.33   5.45   6.24  6.35 

      - Interest  0.25   0.79   1.59   1.97  1.90 

      - Commitment fee   0.14   0.13   0.07   0.02  0.29 

      - Other fees  0.15  0.00     0.02    0.00       0.00 

Debt service/Total revenues (%)  2.23   2.33   4.37  3.69 1.72 

Note: Other fees are paid by budget appropriation for interest payments.  
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2.6 The International Debt Portofolio by currency 

The International Debt portfolio currently consists of three currencies, Euros, SDR1s, 

and SARs. The Government of the Republic of Kosovo has contracted and ratified 

loans also in the USD, but have not yet started with the withdrawals of the respective 

loans, as can be seen in Annex 1. 

Table 8. Debt Stock in foreing currency 

Creditor Currency 2014 2015 2016 2017 2018 

IDA SDR 13.04 18.07 24.88 28.40 34.12 

IMF SDR 63.68 79.97 78.71 111.05 110.34 

SFD SAR 0.00 0.00 0.00 0.00 0.25 

Total  76.73 98.03 103.59 139.45 144.71 

 

By the end of 2018, around 35% or 144.71 million Euros of the International Debt 

portfolio is owed in the SDR2 and SAR currency. Debt on SDRs is mainly borrowed 

by the IMF, while the debt in  SAR currency is borrowed from the SFD, while the 

remaining 65% is borrowed in the Euro currency from other creditors. 
 

Figura 5. International Debt by currency 2018          Figura 6. International Debt Stock in foreing                                         

                                                                                                              currency 2018 

        

 

 

 

 

                                                           
1 The SDR is a pool of currencies which consists of the following currencies: EUR, USD, GBP, JPY and CNY. The value of SDR 

is determined based on an average which is drawn from the values of the above mentioned currencies. A review of the SDR 
basket is conducted every five years by the IMF-s Executive Board. As its November 2015 review, the Board decided to 
include the Chinese renminbi in the SDR basket as a fifth currency, effective 1 October 2016. 
2 It is the net exposure value, which implies the amount of exposure excluding the Euro component. With the 
inclusion of the Chinese renminbi on October 1, 2016, the formula has changed and now the turnout in the 
new "basket" of the euro is 30.93 percent. 
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2.7 International Debt portfolio by type of interest 

The portion of the debt portfolio which has a variable rate consists of the debt to the 

IMF, debt to the EBRD and the debt to ISDB3.  So by the end of 2018, around 39% of 

the International Debt portfolio was exposed to variable interest rates. 

Table 9. Amount exposed to variable interest rate 

Interest 2014 2015 2016 2017 2018 

Fixed 224.62 243.43 259.81 261.38 252.70 

Variable 101.73 127.74 113.96 160.77 163.73 

Total 326.35 371.17 373.77 422.15 416.43 

 

 

Figura 7. International Debt exposed to variable interest 2018 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
3 Debt to the ISDB has a variable rate but based on the financial agreement later the interest rate will be fixed. 
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3.1 The Status of Internal Debt 

The Republic of Kosovo has started issuing its Securities since January 2012. The 

market development has proved to be very successful in terms of investor interest and 

borrowing cost, whereby this type of borrowing has shown to be a key catalyst key to 

budget deficit financing. 

It is worth mentioning that during the year 2018 for the first time a 10-year bond with 

a nominal value of 10.00 million Euro was issued. 

In 2018, the Internal Debt is 676.62 million Euro, representing about 62% of total 

Internal Debt or 10.19% of GDP. The relative increase of domestic debt from year to 

year is: 68% in 2014, 47% in 2015, 27% in 2016, 20% in 2017 and 18% in 2018.

Table 10. Domestic Debt 

Domestic Debt (net) 2014 2015 2016 2017 2018 

Debt Stock 256.52 377.78 478.97 574.27 676.62 

New Issuances 104.01 121.26  101.19  95.30 102.43 

Note: Issuances and stock are reflected in the net value 

 

3.2 Internal Debt Service and Re-Financing 

Since the Republic of Kosovo operates with an allowed budget deficit, whereby the 

MoF through the Medium Term Expenditure Framework (MTEF) and the Budget Law 

did not foresee a reduction / depreciation of the Internal Debt, the Treasury / MoF, 

in addition to holding auctions for raising new funds from issuing  securities  also 

holds auctions for the re-financing of internal debt instruments that mature. Tables 11 

and 12,  present the amount issued for re-financing, and the interest payments on 

Securities from 2014 to 2018. Table 13 shows the payment of interest rates by maturity 

over the years. 
 

Table 11. Refinancing amount 

 2014 2015 2016 2017 2018 

Refinancing amount      272.17       261.02       320.60       249.95  319.95 

Table 12. Domestic Debt Service 

Domestic Debt 2014 2015 2016 2017 2018 

Interest Payment and 
Discounted LV Amount 

2.50 5.50 7.91 6.67 6.69 

Principal Payments (Refined) 0.00 0.00 0.00 0.00 0.00 

Interest / Total Revenue (%) 0.17 0.32 0.45 0.38 0.34 
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Tabela 13. Payment of interest and discounted amount of LV by maturity 

Instrument 2014 2015 2016 2017 2018 

3 months 0.07 0.07 0.03 0.00 0.00 

6 months 1.06 0.89 0.40 0.04 0.04 

12 months 1.09 2.39 2.34 0.76 0.33 

2 years 0.28 1.91 2.94 2.55 1.31 

3 years 0.00 0.24 1.20 1.68 1.61 

5 years 0.00 0.00 1.00 1.63 2.60 

7 years 0.00 0.00 0.00 0.00 0.00 

10 years 0.00 0.00 0.00 0.00 0.80 

Total 2.50 5.49 7.91 6.67 6.69 

 

3.3 Internal Debt by Instruments 

In 2014, Treasury / MoF started issuing instruments with a maturity of 2 years and 

with a maturity of 3 and 5 years during 2015. During 2016 Treasury / MoF was 

oriented to issuing new instruments with a maturity of 2 , 3 and 5 years whereas in 

2017 the securities issuance strategy was focused on further extension of the average 

maturity time, by issuing mainly new 5-year instruments and introducing for the first 

time in the securities market the new 7 year instrument. In order to further contribute 

towards the extension of the average maturity time in 2018 Treasury / MoF continued 

to implement new instruments mainly with maturity of 5 years and refinancing 

instruments with a maturity of 2 and 3 years; and for the first time generated  the 10-

year instrument emission. Table 14 shows the dynamics of issuing instruments by 

maturity over the years. 

Table 14. Domestic debt by instruments (nominal value) 

Instrument 2014 2015 2016 2017 2018 

3 months 9.75  10.00  10.00  0.00 0.00 

6 months 57.67  48.60  30.00   24.95   25.00  

12 months 140.10  150.00  160.00   135.00   109.57  

2 years 52.00  126.95  159.95   175.00   154.85  

3 years 0.00 30.00  70.00   110.00   117.00  

5 years 0.00 15.00  50.00   110.00   223.40  

7 years 0.00 0.00 0.00  20.00   40.00  

10 years 0.00 0.00 0.00 0.00  10.00  

Total 259.52  380.55  479.95  574.95  679.82  
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3.4 Average interest rates 

The average interest rate for each instrument as well as the interest rate curve for each 

instrument issued over the years is presented in the following table. As can be seen in 

Figure 8, a normal interest rate curve is the one in which longer-term securities have 

a higher interest rate compared to short-term securities because of the risks associated 

with longer time maturity. 

Table 15. Average interest rate for instrument 

Instrument 2014 2015 2016 2017 2018 

Treasury bills 3 months 0.56% 0.63% 0.21% 0.07% - 

Treasury bills 6 months 1.34% 1.64% 0.25% 0.17% 0.35% 

Treasury bills 12 months 1.72% 1.57% 0.48% 0.23% 0.45% 

2 year bonds 2.76% 2.79% 0.83% 0.47% 1.41% 

3 year bonds - 3.09% 1.63% 0.87% 1.41% 

5 year bonds - 4.94% 2.49% 1.15% 2.59% 

7 year bonds - - - 3.25% 3.77% 

10 year bonds - - - - 5.28% 

Figure 8. Average interest rate 
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3.5 Securities Holders 

According to the Regulation MF-CBK no. 01/2014 on the Primary and Secondary 

Securities Market of the Government of the Republic of Kosovo, in addition to Primary 

Actors and Participants, other natural and legal persons have the right to purchase 

Securities in the  Primary and Secondary Market as well as the Secondary Market of  

Securities  of Government of Kosovo. As a result, in addition to the commercial banks 

that are Primary Actors and Pension Trust  as Primary Participant , Securities are also 

held by other natural and legal investors (businesses and private individuals). Below 

we have presented in the table the status of Securities Holders for the years 2015, 2016, 

2017 and 2018. 

Table 16. Securities Holders (nominal value) 

Instrument 2015 2016 2017 2018 

Commercial Banks 227.36 238.92 243.42 257.25 

Pension Funds 95.87 79.93 104.10 210.12 

Public Institutions 26.56 127.33 198.74 185.98 

Insurance Companies 20.36 20.25 21.52 22.92 

Others 10.40 13.52 7.17 3.55 

Total 380.55 479.95 574.95 679.82 

 

Figure 9. Holders of Government Securities 
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4.1 Status of State Guarantees 

Until the end of 2018, the portofolio of  state guarantee of the Republic of Kosovo 

consisted of three state issued guarantees . In 2014, the Ministry of Finance issued the 

first state guarantee in the amount of Euro 10 million, which guarantees the DIFK for 

the credit line provided by the EBRD. This credit line has served that DIFK increases 

the value of secured deposits from 2,000 to 3,000 Euros for the deposits.  

Whereas, the second international guarantee,  the Republic of Kosovo has issued 

during 2016, through which it guarantees the local Public Enterprise Urban Traffic for 

the loan offered by the EBRD at a value of 10 million Euros. It is worth mentioning 

that this loan is guaranteed within Kosovo institutions initially by the Municipal 

Assembly of Pristina. This  loan foresses  the promotion of Prishtina Urban Traffic. 

By the end of 2017, the Republic of Kosovo has issued the third state guarantee in the 

amount of 24m euros, which was made available to the DIFK for the second credit line 

provided by the EBRD. This credit line constitutes a continuation of the first credit line 

made available in 2013 for adequate coverage of deposits  secured proportionally to 

the gradual increase provided for by the law of the coverage limit for each deposit.  

Table 17. State Guarantees 

 2014 2015 2016 2017 2018 

State Guarantees 10.00 10.00 20.00 44.00 44.00 

Guarantee for Credit Line of DIFK 10.00 10.00 10.00 10.00 10.00 

Guarantee for Urban Traffic 
Pristina 

0.00 0.00 10.00 10.00 10.00 

Guarantee for Second Credit Line 
to DIFK 

0.00 0.00 0.00 24.00 24.00 

State Guarantee (% of GDP) 0.18% 0.17% 0.33% 0.70% 0.66% 
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Table 18. Disclosure of State Guarantee 

Creditor Loans 
Loan 

Implementin
g Agency 

Agreement 
Date 

State 
Guarantee 

Amount 

Withdrawal 
by borrower 

2016 

Withdrawal 
by borrower 

2017 

Withdrawal 
by borrower 

2018 

Undisbursed 
Amount 

EBRD 
Guarante e for Credit 
Line of DIFK 

DIFK 19.12.2013 10.00 EUR 0.00 0.00 0.00 10.00 

EBRD 
Guarante e for Urban 
Traffic Pristina 

Urban Traffic 24.06.2016 10.00 EUR 2.92 2.92 1.24 4.16 

EBRD 
Guarante e for 
Second Credit Line to 
DIFK 

DIFK 22.12.2016 24.00 EUR 0.00 0.00 0.00 10.00 
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Annex 1. Disclosure of International Loans 

Creditor Loans/Project Name Imp. BO 
Loan amount 

in original 
currency 

Loan 
Amount 
in EUR 

Withdrawa
ls until 
2017 

Withdraw
als  in 
2018 

Committed 
Undisbursed 

 Direct Loans 

IBRD Consolidated Loan C N/A 381.21 EUR 381.21 - - - 

IDA Public Sector Modernization Project 
MoF, MPA, 

PPRC 
2.76 SDR 3.33 3.33 3.33 - 

IDA Real Estate Register and Cadastre Project MESP 4.00 SDR 4.78 4.78 - - 

IMF Stand-By Arrangement 1 N/A 18.76 SDR 22.09 22.09 - - 

IDA 
First Sustainable Employment Development Policy 
Operation 

N/A 4.30 SDR 5.12 5.12 - - 

IDA Agriculture and Rural Development Project MAFRD 12.80 SDR 15.54 13.99 0.25 1.31 

IDA 
Financial Sector Strengthening and Market Infrastructure 
Project I 

MoF 2.48 SDR 2.96 2.96 - - 

IMF Stand-By Arrangement 2 N/A 78.22 SDR 93.64 93.64 - - 

IDA Energy Sector Clean-Up and Land Reclamation Project MESP, KEK JSC 2.57 SDR 3.17 3.17 - - 

UniCredit 
Modernisation of the Kosovar Education System through e-
Education 

MEST 4.93 EUR 4.93 4.93 - - 

IsDB 
Financing the Upgrading of the Milloshevë-Mitrovicë M2 
Road Project 

MI 15.41 EUR 15.41 0.10 3.21 12.09 

OFID Upgrading of the Milloshevë-Mitrovica M2 Road Project MI 20.00 USD 17.46 - - 17.46 

SFD High Speed Road Prishtina-Mitrovice Project MI 60.00 SAR 13.96 - 0.26 13.70 

IDA Health Project MH 10.78 SDR* 13.09 2.20 1.21 9.68 

IDA Energy Efficiency and Renewable Energy Project MED 20.10 SDR 24.41 3.70 5.28 15.43 

IMF Stand-By Arrangement 2015 N/A 135.40 SDR 171.65 171.65 - - 

IDA Kosovo Education System Improvement Project MEST 7.90 SDR 9.59 0.33 0.25 9.02 

UniCredit 
Modernisation of the invasive cardiology services at the 
University Clinical Center of Kosovo 

MH 2.11 EUR 2.11 2.11 - - 

EBRD Kosovo Regional Roads MI 29.00 EUR 29.00 - - 29.00 

EIB Route 10 Rail Rehabilitation MI, INFRAKOS 42.00 EUR 42.00 - - 42.00 
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IDA Water Security and Canal Protection Project 
MED, Iber-

Lepenc Sh.A. 
7.00 EUR 7.00 - - 7.00 

NATIXIS Wastewater Treatment Project MESP 66.00 EUR 66.00 - - 66.00 

EIB Highway Project Prishtina - Peja, Segment Kijevë - Zahaq MI 80.00 EUR 80.00 - - 80.00 

IDA Competitiveness and Expectancy Project for Export MTI 14.30 EUR 14.300 - - 14.30 

IDA Kosovo's Digital Economy Project MTI 20.70 EUR 20.70 - - 20.70 

IDA 
Additional funding for the Project for Agriculture and Rural 
Development 

MPSRR 20.80 EUR 20.80 - - 20.80 

EBRD Highway Kijevë-Zahaq MI 71.00 EUR 71.00 - - 71.00 

 On-Lending Loans 

KfW Water Supply and Wastewater Disposal, Phase II KURP 6.00 EUR 6.00 5.39 0.45 0.16 

KfW Improvement of Central Heating Systems TERMOKOS 5.00 EUR 5.00 5.00 - - 

KfW 
Municipal Water Supply and Wastewater Disposal in 
Pristina, Phase III 

KURP 20.00 EUR 20.00 20.00 20.00 - 

KfW 400 kV Transmission Line AL-KS KOSTT 17.00 EUR 17.00 17.00 - - 

KfW Improvement of Transmission Network KOSTT 20.43 EUR 20.43 20.43 - - 

IDA 
Financial Sector Strengthening and Market Infrastructure 
Project II 

CBK 1.82 SDR 2.27 2.27 - - 

EBRD Kosovo Railway Route 10 Rehabilitation Project INFRAKOS 39.90 EUR 39.90 - 0.28 39.62 

KfW 
Energy Efficiency Measures in Public Buildings at the 
Municipality Level in Kosovo 

Municipalities 
(Ferizaj, 

Prishtina, 
Gjakova, 
Gjilani) 

2.50 EUR 2.50 - - 2.50 

IDA Water Security and Canal Protection Project 
Iber-Lepenc 

JSC 
15.00 EUR 15.00 - - 15.00 

Note: Withdrawals from the SDR currency loans are converted into the EUR currency at the spot rate of withdrawals, while for other undisbursed loans which are in the currency of SDR, USD 
and SAR is  the exchange rate of 31.12.2018 (1 SDR = 1.2142 Euro, (source: www.imf.org); 1 USD = 0.8729 Euro, 1 SAR = 0.2327 Euro (source www.xe.com)). 
*The amount is reviewed in May 2018 
 

 

http://www.imf.org/
http://www.xe.com)/
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Annex 2. Financial terms and conditions of International Loans 

Creditor Loans 
Agreement 

Date 
Ratificati-
on Year 

Loan amount in 
original currency 

Interest Rate Maturity 

  Direct Loans 

IBRD Consolidated Loan C 29.06.2009 N/A 381.21 EUR 
4.46% (5.81% and 

3.13%) 
22.00 

IDA Public Sector Modernization Project 10.03.2010 2011 2.90 SDR 0.75% 40.00 

IDA Real Estate Register and Cadastre Project 10.03.2010 2011 4.30 SDR 0.75% 40.00 

IMF Stand-By Arrangement 1 21.07.2010 N/A 18.76 SDR 1% + SDR Interest Rate 5.00 

IDA First Sustainable Employment Development Policy Operation 11.03.2011 2011 4.30 SDR 0.75% 20.00 

IDA Agriculture and Rural Development Project 26.07.2011 2011 12.80 SDR 0.75% 20.00 

IDA 
Financial Sector Strengthening and Market Infrastructure 
Project I 

03.08.2011 2011 2.48 SDR 0.75% 20.00 

IMF Stand-By Arrangement 2 15.05.2013 N/A 78.22 SDR 
1% + SDR Interest Rate  

SDR 
5.00 

IDA Energy Sector Clean-Up and Land Reclamation Project 15.05.2013 2013 2.80 SDR 2.00% 25.00 

UniCredit 
Modernisation of the Kosovar Education System through e-
Education 

27.02.2014 2014 4.93 EUR 1.10% 19.00 

IsDB 
Financing the Upgrading of the Milloshevë-Mitrovicë M2 
Road Project 

22.05.2013 2013 15.41 EUR 1.55% + EURIBOR 6m * 19.00 

OFID Upgrading of the Milloshevë-Mitrovica M2 Road Project 05.09.2013 2014 20.00 USD 2.75% 20.00 

SFD High Speed Road Prishtina-Mitrovice Project 03.12.2013 2014 60.00 SAR 2.00% 20.00 

IDA Health Project 15.01.2015 2015 16.50 SDR 2.00% 25.00 

IDA Energy Efficiency and Renewable Energy Project 15.01.2015 2015 20.10 SDR 2.00% 25.00 

IMF Stand-By Arrangement 2015 29.07.2015 N/A 147.50 SDR 1% + SDR Interest Rate 7.00 

IDA Kosovo Education System Improvement Project 20.11.2015 2016 7.90 SDR 2.00% 25.00 

UniCredit 
Modernisation of the invasive cardiology services at the 
University Clinical Center of Kosovo 

29.10.2015 2016 2.11 EUR 1.10% 15.00 

EBRD Kosovo Regional Roads 24.12.2015 2016 29.00 EUR 1% + EURIBOR 6m 15.00 

EIB Route 10 Rail Rehabilitation 08.12.2015 2016 42.00 EUR Fix or Variable** 27.00 

NATIXIS Wastewater Treatment Project 19.01.2017 2017 66.00 EUR 0.036% 35.00 
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IDA Water Security and Canal Protection Project 27.01.2017 2017 7.00 EUR 1.40% 25.00 

IDA 
Additional funding for the Project for Agriculture and Rural 
Development 

02.08.2017 2018 20.80 EUR 1.20% 25.00 

IDA Competitiveness and Expectancy Project for Export 02.08.2017 2018 14.30 EUR 1.20% 25.00 

EBRD Highway Kijevë - Zahaq 18.12.2017 2018 71.00 EUR 1% + EURIBOR 6m 15.00 

EIB The 6th Street Project from Kijeva in Peja 29.05.2018 2018 80.00 EUR Fikse ose Variabile** 15.00 

IDA Kosovo's Digital Economy Project 20.07.2018 2018 20.70 EUR 1.38% 30.00 

  On-Lending Loans 

KfW Water Supply and Wastewater Disposal, Phase II 07.09.2010 2010 6.00 EUR 0.75% 40.00 

KfW Improvement of Central Heating Systems 14.11.2011 2012 5.00 EUR 8.79% 15.00 

KfW 
Municipal Water Supply and Wastewater Disposal in Pristina, 
Phase III 

05.06.2012 2012 20.00 EUR 3.20% 12.00 

KfW 400 kV Transmission Line AL-KS 28.12.2009 2010 17.00 EUR 4.82% 15.00 

KfW 
Improvement of Transmission Network 
 

23.09.2013 2014 
5.00 EUR 0.75% 40.00 

15.50 EUR 3.30% 12.00 

IDA 
Financial Sector Strengthening and Market Infrastructure 
Project II 

07.09.2010 2011 1.82 SDR 0.75% 20.00 

EBRD Kosovo Railway Route 10 Rehabilitation Project 04.09.2015 2016 39.90 EUR 1% + EURIBOR 6m 
15 up to 

22 

KfW 
Energy Efficiency Measures in Public Buildings at the 
Municipality Level in Kosovo 

22.01.2016 2016 2.50 EUR 2.25% 21.00 

IDA Water Security and Canal Protection Project 27.01.2017 2017 15.00 EUR 1.40% 25.00 
* According to the financial agreement, during the grace period of three years the loan has variable interest rate of 1.55% + EURIBOR 6 months, and afterwards the creditor will fix the rate by 
using interest rate swaps. When the rate will be fix, then it will be applied over the loan repayment. 
** Based on the financial agreement, the borrower chooses the type of interest for each Tranche at the time of the Disbursement Request, whether the Tranche will be Fixed Rate or Variable 
Rate. Margin rate (depending on the type of interest) will be set for each Tranche at the time of disbursement. 
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Annex 3. Loans Withdrawals over the years  

Creditor Project Loan Imp. BO  2014 2015 2016 2017 2018 

 Direct Loans 

IBRD Consolidated Loan C N/A Withdrawals - - - - - 

IDA Public Sector Modernization Project 
MoF, MPA, 

PPRC 
Withdrawals 1.20 1.10 0.75 0.05 - 

IDA Real Estate Register and Cadastre Project MESP Withdrawals 1.18 0.99 0.84 0.21 - 

IMF Stand-By Arrangement 1 N/A Withdrawals - - - - - 

IDA First Sustainable Employment Development Policy Operation N/A Withdrawals - - - - - 

IDA Agriculture and Rural Development Project MAFRD Withdrawals 3.85 2.41 2.25 2.37 0.25 

IDA Financial Sector Strengthening and Market Infrastructure Project I MoF Withdrawals - - - - - 

IMF Stand-By Arrangement 2 N/A Withdrawals - - - - - 

IDA Energy Sector Clean-Up and Land Reclamation Project 
MESP, KEK 

JSC 
Withdrawals 0.83 1.68 0.66 - - 

UniCredit 
Modernisation of the Kosovar Education System through e-
Education 

MEST Withdrawals 2.00 0.96 1.43 0.55 - 

IDA Health Project MH Withdrawals - 0.03 0.06 2.11 1.21 

IDA Energy Efficiency and Renewable Energy Project MED Withdrawals - 0.02 0.92 2.75 5.28 

IMF Stand-By Arrangement 2015 N/A Withdrawals - 35.64 35.62 100.38 - 

IDA Kosovo Education System Improvement Project MEST Withdrawals - - 0.05 0.28 0.25 

UniCredit 
Modernisation of the invasive cardiology services at the University 
Clinical Center of Kosovo 

MH Withdrawals - - 2.11 - - 

IsDB 
Financing the Upgrading of the Milloshevë-Mitrovicë M2 Road 
Project 

MI Withdrawals - - - 0.10 3.21 

SFD 
Financing the Upgrading of the Milloshevë-Mitrovicë M2 Road 
Project 

MI Withdrawals - - - - 0.26 

 On-Lending Loans 

KfW Water Supply and Wastewater Disposal, Phase II KURP Withdrawals 1.31 1.67 0.73 0.74 0.45 

KfW Improvement of Central Heating Systems TERMOKOS Withdrawals 3.94 - - - - 
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KfW 
Municipal Water Supply and Wastewater Disposal in Pristina, 

Phase III 
KURP Withdrawals 2.21 3.55 12.73 1.50 - 

KfW 400 kV Transmission Line AL-KS KOSTT Withdrawals - 14.87 2.13 - - 

KfW Improvement of Transmission Network KOSTT Withdrawals - 2.39 6.88 11.15 - 

IDA Financial Sector Strengthening and Market Infrastructure Project II CBK Withdrawals 0.31 0.31 1.48 0.13 - 

IDA Water Security and Canal Protection Project 
Iber-Lepenc 

SHA 
Withdrawals - - - - 0.50 

EBRD Kosovo Railway Route 10 Rehabilitation Project Infrakos Withdrawals - - - - 0.28 
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Annex 4. Debt Service over the years 

Creditor Project Loan  2014 2015 2016 2017 2018 

 Direct Loans 

IBRD 
Consolidated Loan C 
 

Principal 11.34 11.34 11.34 11.34 11.34 

Interest 8.46 7.98 7.50 7.03 6.55 

Other fees - - - - - 

IDA Public Sector Modernization Project 

Principal - - - - - 

Interest 0.00 0.01 0.02 0.03 0.02 

Other fees - - - - - 

IDA Real Estate Register and Cadastre Project 

Principal - - - - - 

Interest 0.01 0.02 0.03 0.04 0.04 

Other fees - - - - - 

IMF Stand-By Arrangement 1 

Principal 10.71 8.80 - - - 

Interest 0.17 0.05 - - - 

Other fees 0.00 - - - - 

IDA First Sustainable Employment Development Policy Operation 

Principal - - - - - 

Interest 0.04 0.04 0.04 0.04 0.04 

Other fees - - - - - 

IDA Agriculture and Rural Development Project 

Principal - - - - - 

Interest 0.03 0.06 0.08 0.10 0.11 

Other fees - - - - - 

IDA 
Financial Sector Strengthening and Market Infrastructure 
Project I 

Principal - - - - - 

Interest 0.02 0.02 0.02 0.02 0.00 

Other fees - - - - - 

IMF Stand-By Arrangement 2 

Principal - 7.40 49.21 41.06 - 

Interest 0.98 1.03 0.77 0.35 0.01 

Other fees 0.00 - - - - 

IDA Energy Sector Clean-Up and Land Reclamation Project Principal - - - - 0.05 
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Interest 0.00 0.02 0.05 0.06 0.06 

Other fees - - - - - 

UniCredit 
Modernisation of the Kosovar Education System through e-
Education 

Principal - - - - - 

Interest 0.00 0.01 0.02 0.04 0.05 

Other fees 0.07 0.01 0.01 0.00 - 

IDA Health Project 

Principal - - - - - 

Interest - - 0.00 0.02 0.04 

Other fees - - - - - 

IDA Energy Efficiency and Renewable Energy Project 

Principal - - - - - 

Interest - - 0.00 0.02 0.08 

Other fees - - - - - 

IMF Stand-By Arrangement 2015 

Principal - - - - 4.29 

Interest - 0.10 0.66 1.93 3.05 

Other fees - 0.23 0.34 0.32 - 

UniCredit 
Modernisation of the invasive cardiology services at the 
University Clinical Center of Kosovo 

Principal - - - - - 

Interest - - - 0.03 0.03 

Other fees - - 0.05 - - 

IDA Kosovo Education System Improvement Project 

Principal - - - - - 

Interest - - - 0.00 0.01 

Other fees - - - - - 

Total principal of direct loans 22.05 27.54 60.55 52.39 15.68 

Total interest of direct loans 9.71 9.35 9.20 9.69 10.11 

Total other fees of direct loans 0.08 0.24 0.41 0.32 - 

 On-Lent Loans 

KfW Water Supply and Wastewater Disposal, Phase II 

Principal - - - - - 

Interest 0.01 0.02 0.03 0.04 0.04 

Other fees 0.01 0.01 0.00 0.00 0.00 

KfW Improvement of Central Heating Systems 
Principal 0 0.22 0.43 0.43 0.43 

Interest 0.24 0.43 0.41 0.37 0.33 
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Other fees 0.01 0.00 - - - 

KfW 
Municipal Water Supply and Wastewater Disposal in Pristina, 
Phase III 

Principal - 1.11 2.22 2.22 2.22 

Interest - 0.07 0.31 0.50 0.44 

Other fees 0.05 0.04 0.02 0.00 - 

KfW 400 kV Transmission Line AL-KS 

Principal - 0 2.00 2.00 2.00 

Interest - 0.25 0.75 0.69 0.60 

Other fees 0.04 0.03 0.00 - - 

KfW Improvement of Transmission Network 

Principal - 0 0.79 1.58 1.69 

Interest - 0.01 0.08 0.34 0.46 

Other fees 0.18 0.05 0.04 0.01 - 

IDA 
Financial Sector Strengthening and Market Infrastructure 
Project II 

Principal - - - - - 

Interest 0.00 0.00 0.01 0.02 0.02 

Other fees - - - - - 

KfW 
Energy Efficiency Measures in Public Buildings at the 
Municipality Level in Kosovo 

Principal - - - - - 

Interest - - - - - 

Other fees - - 0.03 0.01 0.01 

IDA Project for Water Safety and Channel Protection 

Principal - - - - - 

Interest - - - - 0.00 

Other fees - - - - 0.00 

EBRD Railway Rehabilitation Project 10 

Principal - - - - - 

Interest - - - - - 

Other fees - - - - 0.28 

Total principal of direct loans 0.00 1.33 5.45 6.24 6.35 

Total interest of direct loans 0.25 0.79 1.59 1.97 1.90 

Total other fees of direct loans 0.29 0.13 0.10 0.02 0.29 

 




