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FOREWORD BY THE GOVERNOR OF THE
CENTRAL BANK OF MONTENEGRO
Central Bank`s functioning during 2020 was largely determined by the COVID-19 pandemic, which significantly affected all spheres of business in Montenegro. The increasing uncertainty unfolding during
the year and completely new developments in the business environment focused activities of the Central
Bank on further preservation of stability. Strengthening the resilience of the financial and/or banking
sector has directed the CBCG’s operations towards preserving the potential for future growth. All activities, both regular and extraordinary, the latter triggered by the pandemic, were carried out in accordance with the established Central Bank Policy, applicable regulations, and international standards.
The operations of the Central Bank were also positively assessed by the relevant international organizations, as detailed in the following Box.

Box 1 − External assessment of the CBCG operations
For the first time since the establishment of the CBCG, the IMF prepared an external analysis of
the institution’s control mechanisms in February 2021. The CBCG was found to have strong operational control mechanisms for its key functions (including reserve management, treasury operations, finance and controlling, operational risks, internal audit), supported by external audit,
and conducted in accordance with international standards and a transparent financial reporting
framework. The external audit of the financial statements of the CBCG for 2020 was successfully
completed, and the external auditor Deloitte gave a positive opinion stating that “in all material respects, the accompanying financial statements provide a true and fair view of the Central
Bank of Montenegro`s financial position as of December 31, 2020 and of its financial performance
and cash flows for the year then ended, in accordance with the International Financial Reporting
Standards ” The external auditor has not given any recommendations to the CBCG`s management
in the last two years regarding the improvement of financial operations.
Additionally, at the Spring Meetings with the IMF, the following was highlighted:
“The CBCG measures aimed at mitigating the coronavirus pandemic effects on the population and
the economy were timely, adequate and followed the other central bank`s good practice.”
The CBCG is one of the few institutions that received good progress assessment in the EC`s 2020
Progress Report and we expect a similar result for the current year considering the already fulfilled
recommendations of the EC for 2021. To wit, the AQR process is coming to an end, with over 40 bylaws for the implementation of the Law on Credit Institutions and the Law on Resolution of Credit
Institutions previously adopted, which were the requirement set by the EU partners.
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Finally, the European Commission’s latest assessment of Montenegro’s 2021 Economic Reform Program states that the Central Bank “has taken forceful financial sector support measures to cushion
the crisis impact including loan repayment moratoria and loan restructuring, and monitoring
activities have been sound, including on the impact of the measures. There was some good progress
in strengthening supervision, including the functioning of a professional Supervisory Committee
to support central bank decision making and increasing off-site supervision capacity.”

It is estimated that the pandemic-induced GDP decline in 2020 will range between 15% and 17%. Numerous sectors, especially the service sector, were left without a significant portion of annual income,
and this also affected related services. Almost all branches of the economy recorded annual decline.
Preliminary MONSTAT data, based on quarterly estimates, indicates that Montenegro`s economy
achieved a negative rate of economic growth of -15.2% in the reporting year. Economic trends during
2020 were significantly determined by the pandemic, which strongly reflected on decline in economic
indicators. Available statistical indicators point to negative trends in most sectors where the volume of
activities in construction and trade decreased, there was a significant decline in tourist arrivals and
overnight stays, as well as in total industrial production and most modes of transport, while only forestry
recorded output increase.
In December 2020, the annual CPI inflation amounted to -0.9%, while the HICP inflation stood at -1.3%
and an average price decrease was -0.3%. The largest decline was recorded in the categories of transport
and hotels and restaurants, which is a direct consequence of administrative measures and restrictions in
combating the spread of coronavirus. The fall in oil prices on the international market further affected
the reduction of fuel prices in Montenegro and, consequently, the general price level.
The pandemic affected the reduction of economic activity, and thus a decline in the collection of budget
revenues. At the same time, the social and economic measures to help the economy and citizens affected
by the pandemic resulted in an increase in budget expenditure, which led to a substantial year-on-year
increase in the fiscal deficit. The deficit at the level of 10.1% of GDP also affected the growth of net public
debt which, according to the Ministry of Finance, reached 84.3% of GDP in 2020.
The current account deficit rose 46.4% compared to 2019. The deficit increase is a consequence of the
reduction of surplus on the services account, especially due to a decline in revenues from tourism and
transport triggered by the pandemic. Due to difficulties in international trade, the foreign trade deficit
was 20.6% lower than in 2019 and it amounted to 1.6 billion euros or 39.1% of GDP. There is still a high
level of import dependence albeit the year-on-year decline in visible imports of 19%, and a decrease in
exports of 12.2%. Despite a decrease in tourism revenues, the services account recorded a surplus, but
it was 82.2% lower than in 2019. This data points to one of the biggest vulnerabilities of Montenegro`s
economy and that is a low level of diversification of the production structure.
Overall economic trends caused by the pandemic also had a negative effect on the labour market where
we saw a decline in employment and a growing unemployment. The Employment Agency`s data reveal
that the year-on-year employment decline averaged at 13.2%, while the unemployment rate rose annu-
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ally by 4.27 percentage points. The number of registered unemployed persons was 13.4% higher compared to the previous year.
In 2020, the Central Bank continued with regulatory activities aimed at further alignment of the regulatory framework with the EU acquis in the field of banking, payment systems, and anti-money laundering
and countering terrorism financing. Also, by prescribing temporary measures implemented through five
sets of measures the Central Bank contributed to maintaining bank liquidity, growth of credit potential,
and liquidity spillovers to households and the economy. Timely reaction of the Central Bank and balanced sets of measures have successfully preserved the stability of the banking sector as well as liquidity
and solvency of clients. To that end, the CBCG used the required reserve as a monetary policy instrument
in order to preserve financial stability and encourage lending activity. Amendments to the Decision on
Bank Reserve Requirements to be Held with the Central Bank of Montenegro reduced the required reserve rate of banks by two percentage points, which freed a part of banks` funds to be used for placement
to the economy and households, in order to reduce the negative impact caused by the pandemic.
The twinning project “Support to Regulation of Financial Services” financed from the IPA 2014 was successfully completed in July. The Project was implemented in cooperation with the consortium consisting
of the Deutsche Bundesbank, Croatian National Bank, De Nederlandsche Bank, German Federal Financial Supervisory Authority (BaFin), and the Croatian Financial Services Supervisory Agency (HANFA).
The project beneficiaries were all financial sector supervisors in Montenegro, and its main goal was to
ensure more stable, sustainable and efficient financial services, in line with best EU practices in order
to support private sector development and strengthen the competitiveness of the economy. Legislation
drafted within the scope of this project is aligned with the relevant EU acquis in the banking sector and its
focus in the field of banking services is on the implementation of modern prudential supervisory standards, as well as those in the field of anti-money laundering and countering terrorism financing, as one
of Montenegro`s obligations in the EU accession process.
With a view to further strengthening confidence in the banking system, the Central Bank initiated the
quality assessment review (AQR) process in the reporting year, as one of the most efficient prudential
instrument for the quality assessment of banks` assets. This review has been performed in line with the
guidelines and best practice prescribed in the ECB`s manual.
In exercising its function of supervision of consumer lending, the Central Bank assessed the achieved
level of compliance with the regulations governing consumer lending through onsite and offsite supervision of licensed creditors. This function became even more important at the time of the application of
the interim measures, where the Central Bank provided clarifications for the proper application of the
measures adopted in order to mitigate the negative effects of the pandemic on the financial system.
In order to establish an adequate bank resolution function, the Central Bank worked intensively during
the reporting year on creating bylaws and establishing a comprehensive regulatory framework for the
exercising of its resolution powers under the Law on Credit Institutions.
At the end of year, there were 12 banks, nine microcredit financial institutions, two leasing companies,
and one factoring company operating in Montenegro, all subject to continuous supervision by the Central Bank. Despite the negative impact of the pandemic, the banking system maintained its stability,
increased resilience, and preserved its business. Satisfactory indicators for the key balance sheet items,
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declining interest rates, but also a slightly poorer assets quality were recorded during the year. Regardless of the pronounced risks, the banking sector provided significant support to the economy and citizens
during the crisis period.
The payment system of the Central Bank of Montenegro provided the maximum availability (100%) and
reliability, as well as the speed of clearing payment transactions. The volume and value of the national
payment system decreased 8% and 10%, respectively.
The Central Bank managed the international reserves in the manner that is in line with the monetary
policy and which ensures smooth fulfilment of Montenegro`s foreign liabilities. This was done in line
with the defined investment strategy and by following the principles of liquidity and safety of investments. All due foreign exchange liabilities were settled and correspondent relations with foreign partners
were continuously developed. The Central Bank efficiently managed both international reserve funds
and cash needs. Ongoing monitoring of cash balance and flows and assessments of the need for cash were
made in order to ensure adequate quantity and denomination structure of euro banknotes and coins.
The cooperation with international financial institutions and organisations and other central banks
continued in 2020 despite numerous challenges induced by the coronavirus pandemic. The Central Bank
continued with fulfilling its obligations in the process of Montenegro’s accession to the European Union,
as well as with the communication with the IMF and the World Bank.
Namely, the Central Bank continued with the fulfilment of its obligations arising from the negotiation
chapters related to the functions of the Central Bank and managed by its employees (Chapter 4 - Free
movement of capital, Chapter 9 - Financial services, and Chapter 17 - Economic and Monetary Union)
and those in which it has an active role (Chapter 18 - Statistics and Chapter 32 - Financial control). The
Central Bank actively participated in the preparation of the contribution for the EC progress report for
Montenegro, as well as in the preparation of the national strategic documents such as the Economic Reform Programme of Montenegro for the period 2021-2023 and Montenegro`s Programme of Accession to
the European Union 2021−2023.
Even in the year of COVID-19 pandemic crisis the Central Bank remained consistent with the policy
of transparent informing the public about all aspects of its functioning, and regularly and intensively
maintained communication with the media and other interested public. Recognizing that in addition
to human health, the pandemic also poses a risk to the health and resilience of the banking system, the
Central Bank sought to contribute to raising awareness and better understanding of the position and role
of the CBCG in times of crisis through intensive and continuous cooperation with the media. The Central
Bank paid particular attention in the field of communication through increased public information regarding the implementation of temporary measures to mitigate the negative effects of the pandemic on
the financial system. Activities on advancing the knowledge of employees continued in 2020 albeit to a
smaller volume and primarily via online programmes.
Significant attention was paid to social responsibility of the Central Bank which manifested through
numerous humanitarian activities, support for activities of general social importance, as well as raising
the level of financial education and inclusion.
It should be noted that the Central Bank joined other institutions, companies, and individuals in raising
funds to fight the pandemic. A donation was also provided for the Republic of Croatia to repair the dam-
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age from the devastating earthquake. Regular activities on the celebration of World Money Week and
World Savings Day continued, as well as the awarding of the CBCG Annual Award.
Financial operations of the Central Bank were successful over the year owing to the responsible management of all Central Bank assets. Special attention was paid to the monitoring and analysis of factors that
affect revenue generation and expenditure execution during the pandemic. Thus total realized revenues
of the Central Bank were 11.9% higher compared to the plan and 1.93% higher year-on-year. Also, operating expenses are a reflection of the rational operation of the Central Bank. Namely, operating expenses
were 0.43% lower year-on-year and 5.78% lower than planned. As a result of such operations, a net profit
of the Central Bank reached 5.12 million euros, which is the highest net profit in the previous ten years.
The initial capital increased by 6.38%, and the total capital was 8.52% compared to the end of 2019.
Distribution of profit of 5.12 million euros was in line with the Central Bank of Montenegro Law, with
general reserves accounting for 50% or 2.56 million euros, special reserves totalled 511.77 thousand euros
or 10%, and budget revenues were 40% or 2.05 million euros.
The key challenge in 2020 will be to combat the effects of the COVID-19 pandemic, as well as to preserve
the overall stability of the system and population standards. Given the still present instability of the
overall macroeconomic environment, it is certain that the consequences of the crisis will be felt in the
coming period. The expectation of the Central Bank is that we will see recovery after successful immunization but it will still last longer than a year. It is up to policy makers to act synergistically with the
aim of preserving growth potential and to find an adequate balance in the creation of socioeconomic
measures through joint cooperation with international institutions, especially EU institutions. Preserving a stimulating business environment whilst respecting international standards is key to materializing
future potential growth.
Radoje Žugić
The Governor
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GDP Gross Domestic Product
During 2020, economic trends both in Montenegro and globally, were significantly determined by the
outbreak of the COVID-19 pandemic, which had a strong impact on decline of relevant economic indicators. According to quarterly Monstat estimates, after significant growths in the previous three years,
a negative real GDP growth rate of -15.2%1 was recorded in 2020. The main indicators point to negative
trends in most sectors, with the largest decline being recorded in the tourism sector and related activities. Almost all components of GDP consumption, including personal household spending, visible and
invisible exports, visible and invisible imports, gross fixed capital formation and changes in supplies,
recorded decrease compared to the previous year. Only the government spending component recorded
nominal growth, as a result of an increase in costs for helping the economy affected by the pandemic.
Preliminary Monstat data on quarterly GDP trends show positive rate of 2.6% in Q1 2020, with respective declines of -20.3%, -26.9%, and -7.5% being recorded in Q2, Q3, and Q4.
A gradual recovery of the economy is expected in 2021. International institutions` forecasts for
Montenegro`s GDP growth in 2020 are positive, ranging from 5% to 9%. The Central Bank forecasts
are also within this range.
Table 1.1
Forecasted GDP growth rates of Montenegro in 2021 (in %)
Institution
2021

European
Commission

EBRD

IMF

UN/DESA

World Bank

6.8

5.0

9.0

5.9

7.1

Source: Websites of the respective institutions

GDP growth rate for 2021 estimated by the Ministry of Finance2 as a part of the baseline scenario
amounted to 10.5%, while according to the scenario of lower growth which, inter alia, implies assumptions of slower dynamics of investments implementation, recovery of tourism below expectations, uncertainty about the further course of the epidemic, i.e. the success of vaccination and the percentage of
the vaccinated population, the projected growth rate is 7.3% (Table 1.2).

1

Preliminary data based on quarterly GDP estimates. Final data will be published in September 2021.

2

Source: 2021-2023 Economic Reform Programme for Montenegro (March 2021)
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Table 1.2
Forecasted GDP growth rates of Montenegro 2020-2022 (in %)
Montenegro`s GDP
(Ministry of Finance) ERP
Real GDP growth

Estimate

Baseline scenario

Lower-growth scenario

2020

2021

2022

2021

2022

-15.2

10.5

6.5

7.3

5.9

Source: 2021-2023 Economic Reform Programme for Montenegro, page 38 (March 2021)

Inflation
According to Monstat data, consumer prices recorded negative annual rates as of April in all months except September (when it equalled 0.1%). In December, the annual CPI inflation was -0.9% and the HICP
inflation was -1.3%, while the average annual growth rate was -0.3% (Annex 1, Table 1). The prices from
the categories: transport, clothing and footwear, housing, water, electricity gas and other fuels, and hotels and restaurants made the largest contribution to the drop of the annual inflation rate in December.
Negative annual inflation rates were recorded in certain countries of the region. They amounted to
-1.6% in Bosnia and Herzegovina, -1.2% in Slovenia, and -0.3% in Croatia, while the positive inflation
rates were recorded in Albania (1.1%), Serbia (1.3%), and North Macedonia (2.3%). The annual inflation rate in the euro area was -0.3% in December 2020, being 1.6 percentage points lower year-on-year.
Of a total of twelve categories of consumer prices, seven recorded the annual decline, with the highest
drop recorded in the category of transport (-7.88%), mostly due to the fall in prices of fuels and lubricants for motor vehicles of -15.7%, under the influence of the global decline in oil prices in the international market. The drop in prices was also recorded in the category hotels and restaurants (-2.8%),
which is mostly a result of the decrease in prices of accommodation services by 6.4%. Consumer prices
were also reduced in the following categories:
clothing and footwear (-2.2%), housing, water,
Graph 1.1
electricity, gas and other fuels (-1.1%), furnishRate of consumer prices and core inflation,
ing, household equipment and routine household
annual rates
maintenance (-1%), miscellaneous goods and services (-0.8%), and communications (-0.2%).
The annual price growth was recorded in the category alcoholic beverages and tobacco (3%), as a
result of the growth of tobacco prices (3.3%) and
alcoholic beverages (2.3%), while the growth of
prices of pharmaceutical products of 2.3% mostly
contributed to the growth of prices in the category health (1.5%). The largest positive contribution
to the annual rate (0.3 percentage points) was
made by the 1% increase in prices in the category
food and non-alcoholic beverages. The increase in
this category is mostly the result of the increase
in prices of oil and fats of 6.1%, fruit of 1.5%, meat
Source: Monstat and CBCG calculations
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Throughout the reporting year, the annual core inflation rate, with the exception of January, was higher than the total inflation. The largest spread between total annual and core inflation was recorded
from April to June, as a result of changes in the prices of certain products that are otherwise excluded
from the calculation of core inflation, e.g. prices of certain agricultural products, electricity, fuels and
lubricants, and the like. Total and core inflation rates trends are given in Graph 1.1.
Budget of Montenegro
In 2020, according to the Ministry of Finance`s preliminary data, total budget revenues3 with state
funds amounted to 3 billion euros, i.e. 71.6% of the estimated GDP, with 54.6% (1.64 billion euros)
referring to source revenues.4 Relative to the plan and the previous year, source revenues decreased
by 3.9% and 13%, respectively, as a result of the decline in economic activity caused by the COVID-19
pandemic.
Total budget expenditures5 amounted to 2.73 billion euros or 65.1% of the estimated GDP. Consolidated budget expenditures amounted to 2.07 billion euros, accounting for 49.2% of GDP, thus recording a 1.8% increase in relation to 2019 and exceeding the plan by 1.2%. The largest y-o-y increase in
expenditures (92.1 million euros) was recorded in reserves as a result of an increase in the current
budget reserve, which funded the costs of helping the economy affected by the pandemic. In addition
to the increase in certain expenditure items, the pandemic had a significant impact on the reduction
of capital expenditures6 (115 million euros or 33.3%), and a reduction in the volume of work affected a
lower level of withdrawal of funds for the construction of the priority section of the highway.
Montenegro’s budget deficit7 is estimated at 425.3 million euros or 10.1% of GDP, being higher by 282
million euros than the cash deficit, and 280.8 million euros above the adjusted deficit from 20198. Preliminary data also show the public spending deficit of 463.7 million euros or 11.1% of GDP and it was
391.5 million euros higher year-on-year.

3

Total revenues include source revenues, borrowings and loans from domestic and foreign sources, as well as proceeds
from the sale of assets. As a result of the latest Eurobonds issue in December 2020 in the amount of 750 million euros,
loans from foreign sources are higher than debt repayment, therefore, total revenues are significantly higher than total
expenditures.

4

The percentage share of all subsequent indicators in this Report refers to the estimated GDP of 4.19 billion euros.

5

Total expenditures include consolidated expenses, debt repayment, and expenditures for the purchase of securities.

6

Capital expenditures represent capital expenditures in the current budget and the capital budget.

7

The budget deficit is defined as the difference between source revenues and consolidated expenditures. The data on the
deficit for 2020 refers to the cash deficit (excluding net liabilities), while the adjusted deficit will be published once the
Law on Annual Financial Statements of the State Budget of Montenegro for 2020 is adopted.

8

Adjusted deficit expressed in the Draft Law on Annual Financial Statements of the State Budget of Montenegro for 2019.
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of 1.4%, non-alcoholic beverages of 0.6%, bread and cereals of 0.4%, milk, cheese and eggs of 0.3%. As
for other categories, growth was recorded in the category recreation and culture (0.3%), whereas prices
in the category education remained unchanged in relation to December 2019.
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The net public debt of Montenegro9 amounted to 3.54 billion euros or 84.3% of estimated GDP for
2020 (Table 1.3). Compared to end-2019, the net public debt recorded an increase of 10.8%. Debt arising from the issue of Eurobonds has a special place in the structure of external public debt, accounting
for 51.6% of the external debt, while the Chinese Exim Bank is the largest single creditor with a 16.7%
share in external debt. In addition to Eurobonds in the amount of 750 million, the most withdrawn
funds in the reporting year came from a syndicated loan, i.e. a borrowing of 250 million euros in the
financial market for financing Montenegro`s budget and which was secured by the International Bank
for Reconstruction and Development`s second Policy Based Guarante (PBG2) for fiscal and financial
resilience of Montenegro worth 80 million euros.
The high level of public debt, which in previous years was mostly the result of Eurobond issues and the
withdrawal of funds from the Chinese Exim Bank to finance the construction of the priority section
of the highway, may continue to grow, especially if the negative effects of the pandemic on the state
budget continue.
Table 1.3
Public debt structure at end-December 2020, in million euros
Domestic debt

495.6

External debt

3.835.3

Total public debt (gross)

4,330.9

Debt of local self-government
Total public debt (gross)
Deposits of the Ministry of Finance, including 38,477 ounces of gold
Total public debt (net)

78.1
4,409.0
872.4
3,536.6
84.3% of GDP

Source: Ministry of Finance and Social Welfare

The latest issue of Eurobonds in the amount of 750 million euros in Q4 2020, the negative effects of
the pandemic on the state budget, as well as the expected decline in gross domestic product in 2020,
conditioned the gross public debt to reach 105.1% of estimated GDP at end-2020. As Eurobonds issued
in 2016 will mature the next year, the gross public debt will decline, but its share in GDP will still remain high.
Employment
According to Monstat data, the average number of employed persons amounted to 176,693 in 2020,
thus being 13.2% lower than in the previous year. The decline in the number of employees in 2020 was
recorded in all sectors, with the highest drop being recorded in administrative and ancillary services
sector (-37.8%), and the lowest in electricity, gas, steam and air conditioning supply (-4.1%).

9
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Public debt of Montenegro (gross) includes government debt, debt of local self-governments and debt of companies
owned by the local self-governments. Net public debt represents gross public debt minus the deposits of the Ministry of
Finance.

As per the Employment Agency’s records, the number of registered unemployed persons averaged
at 41,612 in 2020, which was 13.4% more than in the same period last year. The highest number of
unemployed persons was recorded in December (47,509), with the lowest in March (35,515). The unemployment rate published by the Employment Agency of Montenegro amounted to 20.48% in December 2020, recording the year-on-year increase of 4.27 percentage points. The Labour Force Survey
published by Monstat on quarterly basis shows that the unemployment rate of 16.3% was recorded in
Q1, and 15.2% and 19% were registered in Q2 and Q3, respectively.10
Gross and net earnings
Monstat data showed that an average gross earnings in Montenegro was 783 euros in 2020 and it increased by 1.3% in relation to the average earnings in 2019. Average earnings without taxes and contributions amounted to 524 euros, showing the year-on-year increase of 1.7%.
Balance of Payments of Montenegro
The current account deficit recorded an increase in the reporting year. Preliminary data indicate that
it amounted to 1.1 billion euros or 26% of GDP, which is a significant increase in relation to 15% in
2019. The increase was primarily the result of a decline in the surplus on the services account caused
by the decline in revenues from travel and tourism services. Due to the crisis caused by the COVID-19
pandemic, the lowest revenues from tourism in
the previous ten years were recorded in 2020 Graph 1.2
(amounting to 3.4% of GDP). The reduction in
deficit on the goods account of 20.6%, generated
Current account structure, in thousand euros
by the increase in the surplus on the primary and
secondary income accounts, was partially offset
by negative developments in international trade
in services.
The goods account deficit amounted to 1.6 billion euros in 2020, which is the year-on-year decrease of 20.6% as a result of higher decrease in
visible imports. Total visible exports amounted
to 408.6 million euros, showing a drop of 12.2%.
The decrease in exports of oil and oil derivatives,
electricity, and non-ferrous metals had the largest impact on the decline in exports. Total visible
imports amounted to 2 billion euros and they
were 19% lower than in 2019 due to decreased
import of oil and oil derivatives, road vehicles, as
well as non-metal mineral products.

10

Source: CBCG

At the time of producing the Report, data for Q4 2020 were not available.
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The services account in the observed period generated a surplus of 181.7 million euros, which is the
year-on-year decline of 82.2%. Total revenues from services amounted to 671.3 million euros, or 60.5%
less than in 2019, while expenditures amounted to 489.6 million euros (a decrease of 27.7%). Estimated
revenues from travel - tourism in 2020 amounted to 144.5 million euros, which is 86.8% less than in
the previous year. Foreign tourist arrivals and overnights as well as accommodation prices decreased
in the observed period.
The primary income account recorded surplus in the amount of 61.6 million euros, which is a yearon-year increase of 44.8 million euros. The increase was influenced by a decrease in expenditures of
23.5%, in the amount of 222.8 million euros. At the same time, a decrease in these revenues of 7.7%, in
the amount of 284.4 million euros was also recorded. The secondary income account ran a surplus of
308.5 million euros, which is the year-on-year increase of 8.5%. The total inflow of transfers to Montenegro rose 6.1% compared to the previous year and stood at 391.6 million euros. The largest inflow was
recorded in personal transfers from abroad in the amount of 262.3 million euros, while the outflow of
personal transfers abroad amounted to 40.4 million euros. This year saw a slight increase in the inflow
to the government sector based on the ongoing international cooperation (1.9%).
In 2020, net foreign direct investments in the financial account amounted to 467.5 million euros, recording the year-on-year increase of 53.2%, and accounting for 11.2% of GDP. These trends came as
a result of a smaller outflow, with a simultaneous increase in inflow arising from intercompany debt
when compared to 2019. The total FDI inflow amounted to 663 million euros (or 14.8% less than in
2019), of which equity investments amounted to 240.2 million euros, while the inflow in the form of
intercompany debt amounted to 389.9 million euros or 21.1% more than in 2019. In the structure of
equity investments, investments in companies and banks amounted to 123.8 million euros (48.9% decrease) while real estate investments amounted to 116.4 million euros (34.6% decrease). The total FDI
outflow amounted to 195.5 million euros.
A net inflow of 394.1 million euros was recorded on the portfolio investments account, which represents an increase of 17% in relation to 2019. The other investments account registered a net inflow of
552.6 million euros in the observed period. The trends in this account were marked by higher loans
borrowing by the state and banks, compared to 2019, while at the same time other sectors reduced
their credit liabilities.

1.2. Banking system trends
After the merger of CKB and Podgorička banka in December 2020, there were 12 banks operating in
Montenegro. The banking system in Montenegro, despite the decline in economic activity due to the
outbreak of the pandemic, has maintained stability, high liquidity and good capitalization.
In order to preserve stability of the financial system and security of deposits, the Central Bank adopted
several sets of measures since the beginning of the pandemic in order to provide a relatively strong
defence mechanism against potential negative shocks.
In the one-year comparative period, loans grew, while other key balance sheet items declined. Total
loans (gross loans and receivables from banks and customers) increased by 3.18%, yet total bank assets decreased by 0.38%, total bank deposits (with funds on escrow accounts) decreased by 2.96%, and
total capital fell by 1.43%.
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Bank loans accounted for 68.88% of total assets and recorded an increase compared to the end of the
previous year (66.47%). Deposits exceeded the level of loans significantly, with the loans to deposits
ratio being 0.94.
Liquidity of banks was high in 2020 and liquid assets of banks increased by 6.16% annually. Daily and
ten-day liquidity indicators of banks were above the prescribed minimum. As at 31 December 2020,
the total liquid assets of banks amounted to 1,016.1 million euros. The share of liquid assets in total
assets amounted to 22.15%.
The financial result at the aggregate level was positive and the banks made a profit in the total amount
of 22.3 million euros, which is a decrease of 56% compared to the previous year. At the end of 2020,
eleven banks in the system operated with a profit, while one bank recorded a negative financial result.
Total capital of banks amounted to 589.5 million euros at the end of 2020 and it decreased by 8.6 million euros or 1.43% year-on-year. The capital adequacy ratio at the aggregate level was 18.52%, while at
the end of the previous year it was 17.73%, which is significantly above the statutory minimum of 10%.
The banks’ total own funds amounted to 488.8 million euros.
Total loans (gross loans and receivables from
banks and clients) amounted to 3,159.2 million
euros and they increased compared to the previous year by 97.4 million euros or 3.18%.

Graph 1.3
Solvency ratio and its elements

In the maturity structure of total loans, longterm loans accounted for the main share of
84.26% while short-term loans made up 15.74%.
The most significant loan beneficiaries (86.69%)
were the corporate sector, households and banksnon-residents. At the end of 2020, corporate
loans amounted to 1,107.7 million euros (35.06%
of total loans), household loans reached 1,410.6
million euros (44.65% of total loans), and those
to non-resident banks amounted to 220.6 million
euros (6.98%).
Total deposits (with funds on escrow accounts)
in banks amounted to 3,372.9 million euros at
the end of 2020 and they decreased by 2.96%
compared to the previous year. Both retail and
wholesale deposits decreased by 1.35% and
4.64%, respectively.
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The main parameters of asset quality period recorded a negative trend y-o-y. At the end of December
2020, the share of non-performing loans in total loans was 5.47%, while in the same period last year it
was 4.72%. This was expected given the current pandemic. Loans over 30 and 90 days past due also recorded increase in the observed one-year period.
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The most significant depositors of banks are households (51.89%) and the corporate sector (30.09%).
Demand deposits accounted for 71.36% and time deposits made up 27.68% of total deposits, while
deposits in escrow accounts accounted for 0.96%. The currency structure of deposits is dominated by
deposits in euros, while deposits in other currencies accounted for 5.47% of total deposits.
At the end of 2020, total deposits in banks were 213.7 million euros higher than the total loans approved by banks, which indicates that the main source of lending activity are domestic funds. Observed by the activity of resident legal persons, the most significant net savers were the activity of electricity supply, followed by professional, scientific and technical activities, then financial and insurance
activities, as well as real estate activities. On the other hand, the most significant net beneficiaries were
resident legal persons belonging to the activities of providing accommodation and food services, followed by state administration and defence and compulsory social insurance, as well as wholesale and
retail trade and repair of motor vehicles and motorcycles.
Table 1.4
Loans and deposits of banks by activities as at 31 December 2020, in thousand euros
Industries
I legal persons - residents

%

1,452,190

45.97

1. Agriculture, forestry and fishing

27,277

2. Mining and quarrying

17,360

Total deposits with
escrow accounts

%

Difference

1,367,998

40.56

-84,192

1.88

3,860

0.28

-23,417

1.20

19,622

1.43

2,262

3. Manufacturing industry

77,076

5.31

61,314

4.48

-15,762

4. Electricity supply

22,123

1.52

139,617

10.21

117,494

5. Water supply

14,340

0.99

8,772

0.64

-5,568

6. Construction

161,912

11.15

114,845

8.40

-47,067

7. Wholesale and retail trade; repair of motor
vehicles and motorcycles

339,875

23.40

204,475

14.95

-135,400

8. Transport and warehousing

44,051

3.03

71,060

5.19

27,009

239,055

16.46

53,181

3.89

-185,874

67,940

4.68

84,131

6.15

16,191

11. Financial and insurance activities

41,575

2.86

111,299

8.14

69,724

12. Real estate activities

20,692

1.42

84,526

6.18

63,834

13. Professional, scientific and technical activities

29,299

2.02

129,534

9.47

100,235

14. Administrative and ancillary service activities

18,448

1.27

35,135

2.57

16,687

290,859

20.03

110,249

8.06

-180,610
26,924

9. Accommodation and food service activities
10. Information and communications

15. Public administration and defence; compulsory
social security
16. Education
17. Human health and social work activities
18. Art, entertainment and recreation
19. Other service activities
20. Household acting as an employer
21. Activities of external organizations and bodies
II natural persons-residents
III non-residents
Total (I+II+III)
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Loans and
receivables

1,056

0.07

27,980

2.05

13,061

0.90

13,026

0.95

-35

9,874

0.68

40,378

2.95

30,504

16,317

1.12

54,260

3.97

37,943

0

0.00

12

0.00

12

0

0.00

722

0.05

722

1,388,778

43.96

1,232,106

36.53

-156,672

318,191

10.07

772,744

22.91

454,553

3,159,159

100.00

3,372,848

100.00

213,689
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1.2.1. Bank interest rate trends
1.2.1.1. Lending interest rates
Average weighted interest rates on total active bank loans as at 31 December 2020 amounted to 5.33%
(WANIR) and 5.84% (WAEIR)11 and they were 0.13 percentage points and 0.17 percentage points lower
y-o-y, respectively.
Table 1.5
WANIR and WAEIR on the balance of active bank loans at the end of the quarter
(31 December 2019 - 31 December 2020)
Weighted average interest rates, annual level, %
DESCRIPTION

31. 12. 2019

31. 3. 2020

30. 6. 2020

30. 9. 2020

31. 12. 2020

WANIR WAEIR WANIR WAEIR WANIR WAEIR WANIR WAEIR WANIR WAEIR
1. WIR on short-term loans

4.20

4.75

4.10

4.59

4.24

4.66

4.03

4.46

4.07

4.57

1.1. Private companies

4.16

4.63

4.06

4.48

4.23

4.59

4.05

4.44

4.06

4.51

1.2. Households

5.74

8.11

5.49

7.65

5.62

7.14

4.63

6.48

4.59

6.39

2. WIR on long-term loans

5.57

6.11

5.53

6.07

5.50

6.03

5.43

5.95

5.40

5.92

2.1. Private companies

4.39

4.74

4.35

4.69

4.34

4.66

4.28

4.59

4.29

4.61

2.2. Households

6.82

7.55

6.77

7.51

6.76

7.49

6.70

7.43

6.64

7.37

2.3. Loans for purchase and
adaptation of apartments

4.91

5.59

4.87

5.54

4.85

5.52

4.87

5.46

4.74

5.44

5.46

6.01

5.42

5.96

5.41

5.93

5.34

5.86

5.33

5.84

3. WIR on total loans
Source: Credit Registry

The WAEIR on short-term loans to private companies of 4.51%, loans to households of 6.39%, longterm loans to private companies of 4.61%, and households of 7.37% decreased year-on-year in the
range from 0.12 to 1.72 percentage points.
The WAEIR on long-term bank loans for the purchase and adaptation of apartments amounted to
5.44% and it dropped by 0.15 percentage points in relation to the same rate a year ago.
The average weighted nominal and effective interest rates on the balance of total loans and long-term
loans to private companies and households (two most important loan beneficiaries) are shown in
Graphs 1.4, 1.5 and 1.6.

11

Average weighted nominal (WANIR) and effective interest rates (WAEIR) of banks on total loans were obtained from
the Credit Registry on the basis of data on outstanding debt on individual active bank loans and related rates on each
individual loan, reported by banks at the last day of the reporting month.
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Graph 1.4
WANIR and WAEIR on total banking loans

Graph 1.5
WANIR and WAEIR on long-term bank loans to
private companies

Source: Credit Registry

Source: Credit Registry

Graph 1.6

Graph 1.7

WANIR and WAEIR on long-term active bank
loans to households

Source: Credit Registry

WAEIR on total bank loans and new bank loans

Source: Credit Registry

Graph 1.7 shows the movement of weighted average effective interest rates on total loans and new bank
loans, by months, in the period December 2019 - December 2020.
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1.2.1.2. Deposit interest rates

Graph 1.8
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According to the data as at 31 December 2020,
the weighted average effective deposit interest
rate on total deposits was 0.40%, that on retail
deposits was 0.51%, and that on corporate deposits was 0.27% (Table 1.6). Compared to the previous year, the first two rates decreased (Graph
1.8), while the interest rate on deposits by legal
persons increased.

Weighted average deposit interest rates
on total deposits, 31 December 2019 - 31
December 2020 (%)

Table 1.6
Weighted average deposit interest rates on total deposits, 31 December 2019 - 31 December 2020 (%)
DESCRIPTION
WAEIR on total deposits of
legal persons
WAEIR on total deposits of
natural persons
WAEIR on banks' total deposits

Demand
deposits

Up to 3
months

Up to 1
year

Up to 3
years

Up to 5
years

Over 5
years

Total

0.02

0.55

1.23

1.63

1.76

1.42

0.27

0.02

1.36

1.30

1.52

1.21

1.50

0.51

0.02

0.95

1.27

1.55

1.50

1.45

0.40

1.2.2. IDF interest rates
At end-2020, the WAEIR on total loans granted by the Investment and Development Fund was 3.29%,
while the WAEIR on long-term loans amounted to 3.46%.
The WANIR on loans to natural persons amounted to 2.37% and that on loans to legal persons amounted to 3.31%, while the corresponding WAEIRs were 2.52% and 3.48%.
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1.2.3. MFIs interest rates
Graph 1.9
WAEIR on total and new MFIs loans, %

During 2020, the WAEIR on total loans extended by microcredit financial institutions recorded a slight downtrend. At the end of the year,
the WAEIR on total loans amounted to 23.23%,
which is a decrease of 0.74 percentage points
year-on-year. At the same time, the WAEIR on
new MFI loans amounted to 23.83% and it was
0.57 percentage points lower than in December
2019 (Graph 1.9).

1.3. Trends in the real economy
1.3.1. Trend in the most important sectors of the Montenegrin economy
Preliminary Monstat data indicate that Montenegro`s industrial output recorded a decline of 0.9%
in 2020, as a result of a decline in production in the manufacturing industry of 0.5% and electricity,
gas and steam supply of 3.8%, while mining and quarrying recorded a growth of 7.2% (Graph 1.10 and
Table 6 in Annex 1).
Eleven of sixteen areas in manufacturing industry recorded decline in production compared to 2019.
The largest decrease was recorded in the area of production of furniture (-37%), and the smallest in the
area of production of other non-metal minerals products (-0.4%). At the same time, production growth
was recorded in four areas of manufacturing: rubber and plastic products (51.4%), tobacco products
(48%), basic pharmaceutical products (24.1%) and basic metals (12.1%). There was no production of
leather and leather products.
The sector electricity, gas and steam supply saw a decrease in production of 3.8% compared to the previous year. Decline in economic activity caused by the COVID-19 epidemic led to a reduction in electricity consumption. In terms of production results, TPP Pljevlja produced a record 1,486.5 GWh or
12.9% more than the annual plan (about 7% more than in the previous year). HPP „Perućica“ recorded
production of 672.08 GWh, which is 26.9% less than planned (29.4% less than production in 2019),
while HPP „Piva“ output of 657.32 GWh was 12.4% lower than planned (1.2% lower than last year)12.
12
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Source: Elektroprivreda Crne Gore ("Elektroprivreda" Bulletin No. 403-404, March 2021)

Monstat data showed that 444,065 tourists visited Montenegro in 2021, which is the year-on-year
decrease of 83.2%. Data also showed 2.6 million
overnights, or an 82.1% decrease. Of this amount,
domestic tourists recorded 360,700 overnights or
30.9% less than in 2019, while foreign tourists recorded 2.2 million overnights or 84% less than in
the previous year. In the structure of total foreign
tourist overnights, the most represented were
tourists from Serbia (17.4%), Russia (15.2%), and
Bosnia and Herzegovina (13.1%). A decline was
recorded by tourists from all countries, with the
smallest decline being registered by tourists from
Albania (-38.8%), Turkey (-55%), and Ukraine
(-59.1%).

Graph 1.10
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A positive trend from the previous year in the
sector mining and quarrying continued in 2020
with a growth of 7.2% y-o-y. The highest growth
was achieved in other mining of 12.4%. However,
given its small share, the largest contribution to
growth was given by the increase in metal ores
mining (9.3%) and coal mining (1.6%).

Industrial output

Source: MONSTAT

Monstat data on forestry showed that a total of 280,175 m3 of forest assortments was produced in the
reporting year, which is an increase of 8.2%13 compared to 2019.
Monstat also reported that the total value of executed construction works amounted to 757.1 million
euros, thus recording the year-on-year fall of 5.6%. In the same period, the construction activity decreased by 3.2% if measured by the effective working hours.
Monstat indicates that the results recorded in transport in 2020 show negative trends in almost all
segments. The year-on-year decrease of 64.9%14 was observed in road transport, while road freight
transport decreased by 9.7%15. Railway passenger transport recorded a decrease of 52%16, while railway
freight transport increased by 1.9%. Some 80.3% less passengers were transported at airports than in
2019, and the freight air transport was reduced by 61.3%. Total turnover in ports amounted to 2 million
tonnes, recording the year-on-year decrease of 0.4%, whereby exports accounted for 48.5%, while 51.5%
referred to imports. In the observed period, exports declined by 4.2%, and imports increased by 3.6%.17

13

This is presented in weighted index, while presented in non-weighted index the output was 4.6% higher in the same period.

14

Presented through the number of passengers, while it decreased by 74.1% when expressed through passenger kilometres.

15

Presented through transported goods in thousand tonnes, while it increased by 12.5% when presented in tonne kilometres.

16

Presented through the number of passengers in thousands, while presented through passenger kilometres the decline
was 58.1%.

17

Presented as thousand tons, in ton-kilometres, the increase amounted to 0.1%.
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The total turnover in retail trade in current prices was 16.8% lower in 2020 compared to the previous
year, while the sale and repurchase of agricultural, forestry and fishery products rose 0.6%.

1.3.2. Real sector indicators obtained by processing 2019 annual financial
statements of economic entities
The Central Bank of Montenegro processed and macroaggregated the balance sheet data from the
annual financial statements (AFS)18 for 2019, which were submitted by 27,801 economic entities19 in
Montenegro to the Tax Administration of Montenegro by the end of June 2020. The Tax Administration electronically submitted to the Central Bank 27,715 statements on the total result (income statement) and 27,508 statements on the financial position (balance sheet) of companies from Montenegro.
The total number of AFS taken over from the Tax Administration increased by 8.4% compared to
2018. Considering that the total number of taken AFS, as in previous years, is lower in relation to the
total number of economic entities registered in the Central Register of Commercial Court, obliged to
submit AFS, the balance macro-aggregates of economic entities of Montenegro for 2019 can only be
considered conditionally representative for the Montenegrin economy. 20
By processing and aggregating data from the AFS, cumulatives were obtained at the level of Montenegro, municipalities, sectors, districts, branches and groups, as well as other balance macroaggregates
for 2019.
Cumulative data obtained by aggregating data from the statements of financial performance for 2019
shows that the Montenegrin economy achieved a positive net result in the amount of 257.8 million euros in that year, which is over five and a half times more than in 201821 (46.02 million euros). This was
a continuation of the trend of positive results achieved since 2016.
Total revenues amounted to 10.2 billion euros, which is 8.6% more than in the previous year (9.4 billion euros), while total expenditures amounted to 9.8 billion euros or 6.3% more than in 2018 (9.3 billion euros).
Operating revenues amounted to 9.9 billion euros or 9.1% more than in 2019 (9.0 billion euros). Operating expenditures amounted to 9.4 billion euros or 6.4% more than in 2018 (8.8 billion euros). The
operating (gross) result was positive and amounted to 489.4 million euros, which is over twice as much
as in 2018 (231.1 million euros).
Financial and other revenues amounted to 325.5 million euros and financial and other expenditures
reached 484.0 million euros, thus the result of financial and other business activities of the Montene18

The AFS processing project for 2019 was implemented in accordance with the "Memorandum of Cooperation", No. 122041/1 as of 8 April 2014, signed between the Central Bank of Montenegro and the Tax Administration.

19

This implies: AD, DOO, OD, KD, entrepreneurs, and part of a foreign company, NGOs and other forms of economic entities that perform economic activity.

20

Out of the total number of taken financial statements, 0.8% of the income statement and 0.9% of the balance sheet were
not processed, due to technical and mathematical errors and omissions.

21

All data for 2018 represent the aggregate of the column "previous year of the statement on the total result for 2019" which
were taken over and processed.
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On the balance sheet item of the Second item of results (related to capital) in 2019, a negative result was
stated in the amount of 83,600 euros, while in the previous year the result was positive and amounted
to 452,318 euros. This result was decisively influenced by changes in revaluation reserves based on real
estate, plants, equipment and intangible assets, which decreased from 484,054 euros in 2018 to -4,854
in 2019 euros. In addition, the negative result achieved on the balance sheet items change in revaluation reserves on the basis of available-for-sale financial assets (44,567 euros) and change in revaluation
reserves on the basis of participation in the capital of associates (36,095 euros).
Tax expenditure for the period amounted to 73.6 million euros, which is 31.1% more than in 2018 (56.2
million euros).
Sectoral analysis of the Montenegrin economy in 2019 shows that a positive net result was achieved
in 15 out of 20 sectors (Table 7 in Annex 1). The positive result and its significant growth are recorded
by sectors: manufacturing industry, water supply, waste water management, control of waste disposal
processes and similar activities, administrative and ancillary service activities and education. Also,
the positive net result in 2019 was shown by the sectors that made losses in the previous year: mining
and quarrying, construction, transport and warehousing, accommodation and food service activities
and financial and insurance activities. The year-on-year decrease in the positive net result was recorded in agriculture, forestry and fishing, electricity supply, gas, steam and air conditioning, wholesale
and retail trade, information and communication, professional, scientific and technical activities, and
other service activities.
The remaining sectors recorded a negative net result, i.e. a loss. The largest loss was recorded in the
sectors arts, entertainment and recreation (30.5 million euros), which in the previous year showed
a positive net result (1.4 million euros). The loss in 2019 was also recorded in the human health and
social service activities (-4.2 million euros), which had also recorded a positive net result (2.6 million
euros) in the previous year.
A large loss in 2019 was reported in the real estate sector (-22.7 million euros). However, this sector recorded a loss decrease of 24.5% compared to the previous year. A decrease in losses was also recorded
in the state administration and defence sector; compulsory social insurance (27.1%). An increase in the
loss compared to the previous year was recorded only in the sector activities of extraterritorial organisations and bodies (1.5%), which have a small share in the overall results.
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grin economy was negative in 2019, recording a loss of 158.5 million euros, which is 22.6% more than
in the previous year (129.3 million euros).

IMPLEMENTATION OF THE CBCG
POLICY IN THE REPORTING YEAR

02

2.1. CBCG Policy in the reporting year
Implementation of the CBCG Policy in the Reporting Year

Pursuant to Article 44 paragraph 2 item 1 of the Central Bank of Montenegro Law (OGM 40/10, 46/10,
6/13, 70/17), at its meeting held on 12 November 2019, the Council of the Central Bank of Montenegro
adopted the following
POLICY OF THE CENTRAL BANK OF MONTENEGRO IN 202022
I In line with the constitutional accountability and statutory authority for monetary and financial
stability and the banking system functioning, and adhering to the principles of independence and
transparency, in 2020, the Central Bank of Montenegro (CBCG) will:
1. Follow the policy of monetary and financial stability using all available instruments and measures within its competence with a view to strengthening the overall financial system, in particular by improving the banking sector’s stability, soundness and resilience, and by timely
identifying and minimizing adverse effects and risks. With a view to fostering and preserving
monetary stability, it will pursue the reserve requirement policy based on the assessment of
effectiveness and efficiency of applicable solutions, monitor the effects of introduced macroprudential measures and, if required, implement other monetary and macroprudential policy
instruments. It will also analyse and forecast inflation trends in the country. With a view to
fostering and preserving financial stability, it will improve indicators assessing the financial
stability and combating systemic risks, continue developing macroprudential policy instruments, and improve the financial crisis management framework. With a view to fostering and
maintaining the banking system stability, it will adopt and monitor the implementation of a
comprehensive set of secondary legislation enabling the implementation of the Law on Credit
Institutions, aimed at full implementation of Basel III requirements, including the implementation of recent amendments to some relevant EU regulations (CRD V and CRR2). Moreover,
it will pass and monitor the implementation of a set of secondary legislation for implementing
the Law on Resolution of Credit Institutions, thus fully transposing the EU Directive on Bank
Recovery and Resolution (BRRD). It will organise and conduct an Asset Quality Review (AQR)
of the entire banking system. It will continue improving the work of the Credit Registry for
supervisory and customer reporting needs. It will continue strengthening the function of offsite banking supervision aimed at an effective risk control and continuous monitoring of bank
operations. It will continue to apply the policy of prudent licensing of new banks and approving changes in the shareholders’ structure of the existing banks, bearing in mind the protection of interests of both depositors and creditors. In addition, it will continue to monitor the
international financial market developments that could impact Montenegro’s banking sector
with a view to preventing and creating an adequate level of capital buffers against internal and
external shocks and continuously improving of stress testing in banks, including the establishment of the Early Warning System and its application in practice, aimed at timely iden22

The Policy was adopted in November 2019 and does not include the impact of the COVID-19 pandemic.
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tifying the banks’ needs for additional capital and liquid assets. It will cooperate intensively
with other financial system regulators in the country and relevant international regulators
and other institutions in the financial stability area. It will develop cooperation with home
supervisors of foreign parent banking groups having subsidiaries operating in Montenegro,
as well as with key international financial institutions such as the World Bank, the European
Bank for Reconstruction and Development (EBRD), the European Central Bank (ECB), and
the European Banking Authority (EBA) with a view to synchronising supervisory activities.
It will monitor and implement improvements based on international multilateral agreements
and adopted conventions in banking. It will pay due attention to monitoring, supervision
and analysis of financial services provided by microcredit financial institutions, leasing and
factoring companies, companies for purchase of receivables, credit-guarantee funds, and the
Investment and Development Fund. It will also undertake activities to improve the anti-money laundering and terrorist financing system in the supervised entities through the development and implementation of a risk-based approach, and through further implementation
of international standards in this area. It will also continue to cooperate with international
institutions in this area and actively participate in the delegation of Montenegro to the Council of Europe Committee - Moneyval.
2. It will support the pursuit of the economic policy of the Government of Montenegro without
jeopardizing the attainment of the objectives, constitutional responsibilities, and independence of the CBCG by implementing measures and instruments contributing to economic
recovery, increased employment, competitiveness and productivity, in the function of maintaining financial stability and fostering economic growth and development. Moreover, with a
view to creating reliable macroeconomic forecasts, it will monitor and analyse macroeconomic indicators in Montenegro, countries in the region, the EU, and globally.
3. It will maintain a sound, efficient, and operating payment operations and improve it further
through its aligning with the new technologies (Fintech), continued implementation of international standards, principles and best practices in the functioning of modern payment
systems and payment transactions in general. With a view to facilitating the provision of new
payment services, payment initiation and account information services, as well as improving
payment services transparency and security protection for payment service users, especially
consumers, it will conduct activities on drafting amendments to the Payment System Law
for the purpose of its alignment with the EU Directive 2015/2366 on payment services in the
internal market (Payment Services Directive 2 - PSD2). It will adopt and monitor the application of a set of secondary legislation after the adoption of the Law on Comparability of Fees
Related to Payment Accounts, Payment Account Switching and Access to Payment Accounts
with Basic Features (the Payment Accounts Directive - PAD) and the Law on Interchange Fees
and Special Rules for Card-Based Payment Transactions (Interchange Fees Regulation). It will
continue activities on modernising the Payment System of the CBCG, with a view to ensuring
simpler and faster execution of payment transactions, for the purpose of stimulating market competitiveness and/or reducing costs. Moreover, it will improve the quality of payment
systems in Montenegro through the implementation and continuous development of payment
system oversight. It will improve the quality of providing domestic payment services in Montenegro and efficiently supervise the provision of payment system transactions.
4. It will implement activities that will ensure quality management of international reserves
pursuant to the defined investment policy with a view to efficient functioning in the international financial environment with still negative interest rates in the euro market. It will provide
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5. It will improve statistics for which it is an official producer. It will continue testing the new
bank reporting system to the CBCG for the needs of improving monetary and financial statistics. It will develop new statistical reviews based on the new reporting system. It will create
reporting requirements for other financial institutions not subject to the CBCG`s supervision (investment funds, insurance companies, etc.) for the purpose of compiling the financial
sector’s financial account. It will create new sources of data for the needs of the balance of
payments, international investments position, and external debt statistics.
6. It will continue with active participation in Montenegro’s negotiation process to the EU,
strengthen cooperation with the ECB, the EC and other relevant institutions of the EU, and
intensify cooperation with central banks and other international financial institutions and
organisations, particularly the IMF and the World Bank. With a view to further improving
and aligning its regulatory, institutional and operational framework with the standards of
the European System of Central Banks (ESCB), it will continue being actively involved in
the preparation and implementation of the EU funded projects. It will intensify activities on
strengthening its administrative capacity and creating conditions for the future functioning
of the CBCG within the ESCB and the ECB.
7. It will continue with the improvement of its staffing structure and training and education of
its staff with a view to their acquiring and improving qualifications and skills necessary for
the pursuit of the functions of the CBCG.
8. Adhering to the highest transparency standards, it will continue providing timely, reliable and relevant information about all aspects of its operations, particularly with a view to
further improving the system of protecting financial service customers. It will support raising
awareness and economic knowledge in the society with a view to ensuring better understanding of central banking, the importance of financial stability, and banking system soundness.
It will pay special attention to intensifying projects in financial education, financial literacy,
and financial inclusion such as the “Savings Week” and the “Global Money Week”. The CBCG
representatives will continue appearing as guest lecturers at universities, and it will participa-
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quality and efficient performing of tasks of the depositor, banker and fiscal agent of the public
authorities and institutions, in line with their needs and requirements. It will continuously
monitor the situation on the international financial market and timely adjust the investment
policy. It will continue with the repositioning of financial instruments in the portfolio, and
consider the possibility of introducing new ones. It will continuously monitor and analyse
the financial position and rating of banks and issuers, existing and potential partners, and
timely channel funds to instruments and entities that contribute to an improvement of the
investment risk to yield ratio. It will review the existing international reserves risk management and, if required, consider possible improvements. It will improve the existing or develop
a new reporting system to the CBCG with a view to comprehensive analysing the needs and
planning optimum quantities and denomination structure of cash necessary for regular and
timely supply for domestic payment system transactions. It will continue protecting the euro
against counterfeiting and, to that end, continue cooperating with foreign authorities and
domestic public authorities engaged in the protection of euro against counterfeiting (the ECB,
the EC, the European Technical and Scientific Centre, the State Prosecutor’s Office of Montenegro, and the Police Administration). It will continue providing necessary infrastructure
and equipment for the improvement of operations of the national centres for the protection of
euro against counterfeiting and analysis of euro banknotes and coins, and improving cooperation with all cash handlers in Montenegro.
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te in organising and providing assistance in economic research, rewarding of the best pupils
and students, graduate students, and holders of MSc and PhD degrees.
9. It will continue promoting the Money Museum as the institution of cultural and historical
importance and an institution significant for educating the public and promoting the role
and importance of the CBCG in Montenegro’s financial system. Moreover, it will continue
with activities on rational collecting of the museum material for the purpose of completing its
numismatic collection, primarily the collection of the only Montenegrin money, the Perper,
with a view to preserving, protecting and maintaining the historical and cultural numismatic
heritage in Montenegro.
10. It will continue improving other areas of importance for the attainment of its objectives
and the exercising of its functions, such as the information system development, improving
systems for operational risk management, information security, business continuity, and the
like, in accordance with the framework, standards and good practice in these areas applied
within the ESCB and the ECB.
11. In its operations, the CBCG will follow the principles of a socially responsible institution.
Accordingly, it will continue to adopt, promote, and apply in its operations the universal principles of the protection of human and labour rights, environmental protection, and combating
corruption defined in the United Nations Global Compact. In accordance with its financial possibilities, it will continue contributing a portion of its revenues to charity and to supporting
the development of cultural, historical and other values of the society, thus contributing to
the strengthening of civil society through public participation in numerous social activities.
II This policy is published on the CBCG`s website.

2.2. Activities on the implementation of the CBCG Policy
The Central Bank of Montenegro Law has specified the fostering and maintaining of the financial system stability as its main objective, including fostering and maintaining a sound banking system and
safe and efficient payment systems. In addition to its main objective, the CBCG contributes to achieving and maintaining price stability. To meet this challenge, the Central Bank pursues a policy based
on the implementation of available monetary and other instruments to encourage and maintain the
development of a healthy and stable banking system and efficient payment operations through the
following:
1.
2.
3.
4.

creation of fair and open environment (a level playing field);
application of standards and good banking practice;
efficient supervision;
fostering sound competition.

2.2.1. Monetary and financial stability
The Central Bank carried out necessary timely activities and applied the available instruments and
measures within its competence with a view to mitigating the effects of the COVID-19 pandemic.
Since the pandemic was declared in mid-March 2020, the Central Bank has continuously implemented
defined sets of measures tailored to the current risk development in order to preserve monetary and
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financial stability, credit growth, and liquidity spillover to the households and the economy. A total
of five sets of measures were implemented in 2020 within the framework of the Decision on interim
measures to mitigate negative impact of the communicable disease COVID-19 epidemic on the financial system (OGM 80/20, 105/20)23. All measures focused on preventive action against the accumulation of risks and targeted largest exposures.

In addition, by entering into an arrangement with the European Central Bank under the new financial
instrument EUREP24 in June 2020, the Central Bank enhanced its ability to provide additional funding to support the system-level liquidity. With this facility, together with the BIS liquidity line of 100
million euros devised for a similar purpose, and also the EBRD credit line of 50 million euros for the
purposes of deposit insurance, the Central Bank provided significant reserves for potential intervention and support, if needed.
In 2020, the Centre for Macroeconomic and Financial Research and Forecasts was founded with a
view to strengthening the scientific research function and the realization of basic functions of the Central Bank. The application of academic expertise in the field of macroeconomics, banking, and financial stability provides theoretical and empirical grounds for taking wise decisions within the Central
Bank`s authority that affect Montenegro’s economy as a whole.

2.2.1.1. Monetary policy
The Central Bank of Montenegro Law specifies that the main monetary policy instruments of the Central Bank are open market operations, credit operations, and reserve requirement.
Using the reserve requirement instrument with a view to mitigating the effects of the COVID-19 pandemic, in May 2020, the Central Bank adopted the Decision amending the Decision on Bank Reserve
Requirement to be Held with the Central Bank of Montenegro (OGM 43/20). Pursuant to this decision,
the reserve requirement rates shall be reduced to 5.5% from the previous 7.5% (on a part of the base
comprised of demand deposits and deposits with contractual maturity up to one year, or up to 365
days) and to 4.5% from the previous 6.5% (on a part of the base comprised of deposits with contractual
maturity over one year and/or over 365 days).
Furthermore, the Central Bank adopted a decision to lower the fees that banks are obliged to pay for
the use of the prescribed amount of reserve requirement that they fail to return on the same day. The
23

The sixth set of measures was implemented in Q1 2021.

24

The EUREP security instrument is a part of the ECB's crisis response measures to address the adverse effects of the
COVID-19 pandemic. The EUREP complements bilateral swaps and repo lines agreed by the ECB with central banks
outside the euro area. Central banks outside the euro area can borrow from the ECB, i.e. provide liquidity in euros with
the provision of appropriate collateral, consisting of marketable debt securities denominated in euros and issued by the
central governments of euro area countries and supranational institutions. EUREP will be available by the end of June
2021.
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Monetary policy was aimed at continuous monitoring and review of reserve requirement policy as
the key instrument of the Central Bank’s monetary policy in Montenegro. Therefore, in May 2020, the
Central Bank lowered the reserve requirement rate by two percentage points and thus helped release
additional liquidity and redirected the funds towards the mitigation of adverse effects of the epidemic.
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decision specifies a temporary reduction of the fee, which is calculated for the used amount in the form
of annual interest rate, from the previous 12% to 6%.
The abovementioned measure released the funds of banks used for maintaining the reserve requirement, which increased available liquidity and credit potential of banks in Montenegro.
Reserve requirement policy
At end-2020, the allocated reserve requirement amounted to 179.4 million euros and it showed the
year-on-year decrease of 80.7 million euros or 31% (Table 2.1).
Table 2.1
Allocated reserve requirement, deposits, borrowings, 000 euros
Description/Period
Allocated reserve requirement
Total deposits
Total borrowings

2019
III
252,051

VI
245,395

2020
IX

XII

258,117

260,134

III
256,430

VI
179,524

IX
178,521

XII
179,436

3,433,554 3,260,740 3,514,841 3,475,778 3,363,464 3,300,945 3,302,006 3,372,852
315,316

328,072

330,785

370,827

428,258

472,924

501,182

451,855

The share of allocated reserve requirement in total deposits of banks amounted to 5.3% at end-2020,
which is a decline in relation to end-2019, when it stood at 7.5% (Graph 2.1).
The structure of reserve requirement slightly changed compared to the previous year. At end-2020,
48.6% of reserve requirement were funds held in the reserve requirement account abroad and the remaining 51.4% were held in the CBCG`s account in the country (Graph 2.2).
Graph 2.1
Reserve requirements to total deposits
and borrowings ratio, %
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Graph 2.2
Structure of allocated reserve requirement, %

2.2.1.2. Banking system supervision and regulation
Despite working in difficult circumstances due to the pandemic, the banking system was stable and
under continuous supervision by the Central Bank. At end-2020, there were 12 banks operating in
Montenegro.

The Central Bank continued to align its regulatory framework with the relevant EU acquis and international financial services standards, and the Asset Quality Review (AQR) process was also prepared
and initiated.
In addition to the above, five sets of measures have been prepared to mitigate or mitigate negative effects of the COVID-19 pandemic on the financial system, and the effects of these measures have been
continuously monitored.
The Central Bank measures to mitigate adverse effects of the COVID-19 pandemic on the financial system
The first set of measures adopted at the very beginning of the pandemic had a strong impact on reducing uncertainty and increasing liquidity of the economy and households. The measures adopted on 17
March 2020 prescribed a moratorium on loan repayment for a period up to 90 days, i.e. the possibility for all loan beneficiaries to exercise the right to interim suspension of all loan related payments
(principal, interest rates, default interests, fees, and the like). In addition, the banks were allowed to
grant certain benefits specified in the Decision on Minimum Standards for Credit Risk Management
in Banks (e.g. grace period, loan repayment extension, interest rate reduction, etc.) to customers who
prove that their financial position had deteriorated or would deteriorate in the near future due to the
adverse effects of the pandemic on business since the outbreak of coronavirus in the world.
Most bank clients made use of the benefits arising from this set of measures. The right to a moratorium
for a period up to 90 days, which was legally binding for banks in the period from March to end-May
2020, was exercised by 62,618 loan beneficiaries for 87,481 credit sub-accounts, i.e. 1,342,370 thousand
euros or 47.12% of total gross loans banks were under moratorium. Thus the liquid position of loan
beneficiaries was strengthened with over 150 million euros, which was the amount of the annuities
that the banks failed to collect during the three months of the moratorium. In this period, the loan
restructuring requests were insignificant (a mere 0.2% of gross loans at the system level). By releasing
funds to clients, banks have significantly helped in the adjustment of the economy and the households
to the initial shock caused by the coronavirus outbreak in Montenegro.
The second set of measures adopted on 31 March 2020 introduced a ban on the payment of dividends
to shareholders, except for payments in the form of bank shares. Moreover, subject to the prior approval of the Central Bank, the possibility was introduced for banks to grant loans or other exposures
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The CBCG continuously worked on the identification of potential risks, acted preventively with regard to recognised vulnerabilities, and aimed its actions towards maintaining stability of the banking
sector. Within its supervisory activities, the Central Bank imposed relevant measures against three
banks due to identified irregularities in their operations, and misdemeanour proceedings were initiated against four banks and responsible persons in those banks.
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to a single person or a group of connected persons in such a manner that the total exposure toward
that person or a group of connected persons exceeded the exposure limits prescribed in the Banking
Law, whereby the banks were obliged to provide detailed information on the reasons for increasing the
exposures, including the amounts client exposure limitations and the period within which the exposures will be reduced to the prescribed limit.
The third set of measures adopted on 20 May 2020 represented a continuation of measures adopted
in March 2020 in such a way that in order to prevent the occurrence of moral hazard, a condition was
introduced that clients affected by the pandemic were entitled to benefits specified under the Decision
on Minimum Standards for Credit Risk Management in Banks (e.g. grace period, loan repayment
extension, interest rate reduction, etc.) if as at 31 December 2019, which is considered the reference
pre-pandemic date, their loans had not been more than 90 days past due and that they had not been
classified as non-performing, i.e. they were not restructured in 2020. The same condition was introduced for the moratorium that banks can grant to their clients for an additional period of 90 day only
for those loan beneficiaries who, due to the pandemic, experienced or would experience adverse effects
on their financial position.
The additional measure introduced for banks relates to the reduction of the fee that the banks are
obliged to pay to the Central Bank for the use of the prescribed amount of reserve requirement that is
not repaid the same day by 50%, from 12% to 6% at annual level. In addition, in order to strengthen
banks’ credit potential, on 12 May 2020 the Central Bank amended the Decision on Bank Reserve
Requirement to be Held with the Central Bank of Montenegro by reducing the rates for calculating
reserve requirement by 2 percentage points.
Graph 2.3
Loans under moratorium and restructured
loans in accordance with applicable decisions
on interim measures, June 2020 – end-2020

Considering the full scale of the pandemic and
the fact that the adverse effects spread to an increasing number of clients, as a result of the prescribed measures, the banks have increased the
number of clients to which they have granted the
restructuring benefits on a monthly basis. As a
result, at end-2020, 7.50% of gross loans were restructured in accordance with prescribed conditions provided in defined measures, while the
amount of gross loans under moratorium decreased to 2.33% of total gross loans at end-December 2020, as shown in Graph 2.3.
The fourth set of measures adopted on 30 of July
2020 focused on loan beneficiaries from tourism,
agriculture, forestry and fishing sectors that were
given the right to a moratorium on loan repayment in the period from 1 September 2020 to 31
August 2021, provided that their loans had not
been more than 90 days past due as at 31 December 2019 and that they had not been classified as
non-performing assets as at that date. This set of
measures gave the banks which granted loans or
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Graph 2.4
Loans under moratorium granted to
beneficiaries from the tourism sector and
agriculture, forestry and fishing sector
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other benefits, i.e. restructured loans of beneficiaries from the tourism sector and agriculture,
forestry and fishing sector between 1 September 2020 and 31 August 2021, the possibility to
treat those loans as loans from the classification
category “A” in the process of allocation of loan
loss provisions by applying the Decision on Minimum Standards for Credit Risk Management in
Banks (OGM 22/12, 55/12, 57/13, 44/17, 82/17,
86/18, 42/19).
Exercising the right to this measure, at end-December 2020, banks granted a moratorium for a
total of 20.71% of gross loans from the tourism
sector and agriculture, forestry and fishing sector, while they restructured a total of 35.65% of
loans granted to the tourism sector and agriculture, forestry and fishing sector.

The fifth set of measures adopted on 22 October 2020 gave the right to moratorium on loan repayment
for a period of six months to natural persons – banking loan beneficiaries whose employment had
been terminated as at 31 March 2020 or at a later date as a result of adverse effects of the pandemic and
whose loans had not been more than 90 days past due and that they had not been classified as nonperforming assets as at that date. In addition, the measures obliged the banks, if requested by a retail
loan beneficiary, to approve the change in the loan repayment plan by extending the deadline for loan
repayment if the salary of the loan beneficiary had been cut by at least 10% as at 31 March 2020 or at a
later date as a result of negative impact of the pandemic.
Taking into account that the interim measures created by the Central Bank with a view to mitigating
the effects of the pandemic bear adverse effects to banks’ liquidity, the latest set of measures adopted in
2020 enabled the banks to, when calculating matured liabilities by applying the Decision on Minimum
Standards for Liquidity Risk Management in Banks (OGM 60/08), include 20% of demand deposits
instead of 30% in the calculation of such liabilities. Virtually all banks exercised this right and this
measure made a positive impact on their liquidity indicators and enabled them to employ their funds
more freely, thus the banks were provided with conditions to increase their lending activity and foster
the economy.
Timely measures for mitigating the adverse effects of the pandemic resulted in a controlled growth in
non-performing banking loans.
With a view to further strengthening confidence in the banking system, the Central Bank has started
the implementation of the asset quality review process (AQR), as the most effective prudential instrument for assessing the quality of banks’ assets. The asset quality review of Montenegro’s banking system is conducted in accordance with guidelines and best practices prescribed in the 2018 ECB Manual.
The main objective of the AQR is to ensure an external, independent quality assessment of the banking
system assets with a view to strengthening financial stability and confidence in the financial system.
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Contract on the provision of services for the management of the project of banks’ asset quality review
in Montenegro was signed with the audit firm Ernst&Young on 19 February 2020. The firm carried out
the planned tasks se per the road map set by the Central Bank of Montenegro, i.e. obligations under the
work block 1 (development of guidelines for the selection of provider for commercial banks, guidelines
for valuers, modification of the ECB Manual to the specificities of the Montenegrin banking market,
and the like).
Guidelines for the selection of the AQR consultants and valuers were submitted to the commercial
banks so that they could undertake timely activities for engaging consultants and valuers. The Central
Bank forwarded to the banks formal approvals for the proposed potential auditors for performing the
AQR. Also, the Central Bank gave approval for the selection of valuers proposed by the AQR auditors.
According to the operating plan, all activities have been proceeding in accordance with the planned
dynamics, despite the challenging circumstances caused by the COVID-19 pandemic. The portfolio
selection covers 84.43% of the banking sector’s RWA. The AQR process involves all 13 banks in the
Montenegrin banking system.
The process of merger of Crnogorska Komercijalna Banka AD Podgorica Member of the OTP Group
and Podgorička Banka was finalised successfully under the Central Bank’s monitoring in December
2020.
In the reporting year, the Central Bank intensified cooperation with supervisory bodies of parent
banks, in particular with the National Bank of Hungary with which the information was exchanged
on monthly level on the situation, adverse effects of the pandemic in the countries in which the head
offices of members of the OTP Group are located, measures implemented in those countries with a
view to mitigate those adverse effects, as well as on the financial condition in banks members of the
OTP Group. In addition to regular communication with the institution, a regular annual supervisory
meeting was held via video-call in November 2020. At the same time and in the same manner, supervisory meetings were held with the competent body of the NLB Group (European Central Bank
and the Bank of Slovenia) and the competent body for Addiko Bank (Financial Market Authority of
Austria). Communication with other supervisors from Central and Eastern Europe was facilitated
through the BSCEE Secretariat (Banking Supervisors from Central and Eastern Europe).

2.2.1.2.1. Banking sector supervision
Granting authorisations – On the basis of application for granting a bank license and other authorisations specified in the Banking Law25, a total of 71 acts were adopted in 2020, specifically:
• three decisions on granting authorisation for acquiring qualifying holding;
• 30 decisions on granting authorisation for the selection of proposed members of the board of
directors;
• 13 decisions on granting authorisation for the selection of proposed executive directors;
• 13 decisions on granting authorisation for the selection of proposed audit firms for performing
the audit of annual financial statements of banks;
• one decision on granting authorisation for acquisition;

25
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OGM 17/08, 44/10, 40/11, 73/17

• one decision denying the issue of bank license;
• nine decisions allowing the banks to submit Examination Reports to audit firms for review;
• one decision refusing the bank to submit Examination Report to a law firm for review.
Off-site and on-site examination of banks - Pursuant to the Banking Law, the banking supervision
is carried out as:

In performing off-site supervision, the Central Bank obligates banks to submit daily, ten-day, monthly,
quarterly, and annual reports.
Thus, this form of reporting allows the Central Bank to continuously monitor the operation of banks,
direct its activities towards preserving stability and soundness of each bank, and assess the state of
the overall banking system.
The Central Bank performed continuous off-site monitoring of banks and carried out planned on-site
examinations of banks during the reporting year.
Nine regular targeted on-site examinations were carried out and they covered the following banks:
Adriatic Bank, Addiko Bank, Erste Banka, Lovćen Banka, Hipotekarna Banka, Komercijalna Banka,
Prva Banka, and Zapad Banka. The on-site examinations focussed mainly on liquidity risk, operational risk, and the assessment of IT system adequacy, with the examination in Prva Banka also focusing
on capital adequacy and credit risk.
In addition to on-site examinations, two targeted extraordinary on-site examinations of liquidity risk
were also carried out: in Prva Banka and Universal Capital Banka. All other banks were monitored
off-site through the review and analysis of performance indicators on monthly and quarterly levels,
while liquidity indicators and deposit trends were monitored on daily basis.
In this manner liquidity monitoring in banks was intensified, and liquidity was preserved despite the
adverse effects of the pandemic. The introduction of the interim measures to mitigate the effects of
the pandemic through moratorium and loan restructuring had a negative impact on banks’ liquidity
position. However, strong liquid potential accumulated in the banking system in the previous period
enabled the banks to maintain their liquid position in 2020.
Bearing in mind the supervisory practices in the EU Member States, the focus of the banking sector supervision has been increasingly focused on targeted on-site examinations, which continues to
strengthen the efficiency of supervision and the development of the concept of risk-based supervision,
with the portfolio management approach taking the main role in banking supervision.
Measures against banks - Pursuant to Article 116 of the Banking Law, if the Central Bank identifies
irregularities in a bank’s operations, it may impose one of the following measures upon the bank:
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• off-site, on the basis of data, information and reports that these institutions are obliged to submit to the Central Bank, and
• on-site, by accessing business books and other documents of supervised institutions as well as
of all participants in the business that are subject to examination.
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1. send a written warning to the bank about the irregularities and request the bank to take one
or more activities to remove the irregularities;
2. conclude a written agreement with the bank requesting it to remove the identified irregularities within a specified deadline;
3. pass a decision imposing one or more measures laid down in the Banking Law.
When deciding which measures will be undertaken towards a bank, the Central Bank considers the
following:
1. assessment of impact of the identified irregularities on:
- the current and future financial position of the bank;
- the bank’s exposure to individual types of risks;
2. number and degree of severity of the disclosed irregularities, and the number, frequency and
duration of irregularities found in bank’s earlier operations;
3. assessment of the willingness and ability of the bank’s bodies and management to remove the
irregularities based on an assessment of:
- the capability of the bank’s authorities and management to manage risks in the bank’s
operations;
- efficiency of internal control systems in the bank;
- efficiency of the bank’s bodies and management in removing earlier irregularities found
in the bank’s operations;
- degree of bank management’s cooperation with authorized examiners during the bank’s
examination;
4. the assessment of the impact of identified irregularities on financial discipline, and banking
system stability and soundness.
During 2020, the Central Bank imposed measures against three banks to eliminate irregularities in
their work, with one bank receiving a decision on imposing measures, and two banks receiving written warnings. In addition to this, in line with Article 165 of the Banking Law, the CBCG initiated misdemeanour proceedings against four banks and their responsible persons.
Operational risk – The regulatory minimum that supervised institutions in Montenegro must fulfil
in matters of quality of operational risk management and business continuity management is defined
in the Banking Law, the Decision on minimum standards for operational risk management, the Law
on Investment and Development Fund of Montenegro, and the Decision on minimum standards for
risk management in operations of the Investment and Development Fund of Montenegro.
During the reporting year, the Central Bank verified compliance of credit institutions’ operations in
the area of operational risk management with the regulations and good practices. In their inspections
and communicating recommendations, in addition to regulation, the supervisors took into consideration the following documents: BCBS/EBA/CEBS as well as ISO 22301.
A total of 3 on-site inspections were conducted, in two banks and in the Investment and Development
Fund of Montenegro, examining the following areas:
• whether the institution had established an adequate and efficient framework for managing operational risk that includes all prescribed elements and which is in line with good practice, and
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• does the institution adequately manage every segment of business continuity, except for the
part referring to information system recovery.

In accordance with the supervisory recommendations, the supervised institutions defined their action
plans for the implementation of the recommendations and elimination of the identified irregularities.
Supervision of information systems – During 2020, the organisational part of the supervision of
information systems of all institutions under the jurisdiction of the Central Bank (banks, payment
institutions, electronic money institutions and providers of non-banking financial services) was completed.
A total of eight on-site inspections were performed, namely the inspection of information systems in
three banks, two payment institutions, one electronic money institution, one microcredit financial
institution, and one in the Investment and Development Fund of Montenegro. Due to the irregularities discovered in these inspections, measures were taken against four institutions to eliminate the
observed irregularities, one in the form of a decision, and three in the form of a written warning.
The Central Bank also actively participated in the process of integration of information systems of
Podgorička banka AD Podgorica with Crnogorska komercijalna banka AD Podgorica. The CBCG performed verification of the fulfilment of information technical and technological requirements when
considering requests for issuing licences to institutions under the jurisdiction of the Central Bank.
The Central Bank gained access to the online application KYC-SA, which was used to perform off-site
examination of banks with respect the SWIFT Customer Security Program, aimed at increasing the
level of information and cyber security throughout the global financial community, and which all
banks in Montenegro as users of SWIFT network are obliged to follow.
The Central Bank gave opinions to institutions within the jurisdiction of the Central Bank, in the area
of information systems, especially in relation to outsourcing IT functions to third parties, changing
IT service providers, performing information system audits, digitalisation of services, use of digital
certificates, etc.
Credit risk supervision – During 2020, the banking sector recorded relatively negative trends caused
by the effects of the COVID-19 pandemic on the Montenegrin economy. On the one hand, there was
a decrease in total assets and a slight deterioration in its quality, as well as an increase in the share of
non-performing and criticised loans in total loans, while on the other hand, the banks’ loan portfolio
recorded growth y-o-y.
With the growth of non-performing loans, off-balance sheets of banks in which loan loss provisions
are allocated also recorded growth y-o-y, while the coverage of non-performing loans with value ad-
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The available resources particularly focused on controlling contingency plans that the supervised institutions would use to provide business continuity in case of serious business disturbances caused by
situations beyond their control such as earthquake, fire, and the like. This type of supervision enabled
verifying the readiness of supervised institutions to provide adequate response to challenges in the
time of the pandemic, as well as to assess the manner of how they implemented the defined plans for
acting in the time of the pandemic.
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Graph 2.5
Developments by quarters
(thousand euros and percentage)

justments decreased. As at 31 December 2020,
the coverage of non-performing gross loans and
receivables with value adjustments amounted to
74.62%, while it amounted to 82.47% at end-2019.
The merger of the two systemic banks, which
was officially completed in December 2020, significantly affected the concentration indicators at
the system level.
During 2020, the upward trend of assets that
marked the previous years discontinued and assets of banks in Montenegro amounted to 4,586.5
million euros as at 31 December 2020, which is a
decrease of 0.38% or 17.4 million euros compared
to the end-2019. In 2020, the largest amount of
assets was recorded at end-Q3 and it reached
4,590.6 million euros.

Observed per market share, there are four systemically important banks in the Montenegrin
banking system (over 10% share in total assets),
which indicates increased concentration. One bank recorded a share in total assets of 28.44% and that
bank also had a share of 32.20% in total loans, which represents the year-on-year increase of 10.7 percentage points and 14.85 percentage points, respectively. Three systemic banks had a share of 54.20% in
total assets as well as a share of 55.62% in total loans. Increased concentration came as a result of merger
of two systemic banks, which was officially finalized on 11 December 2020.
Table 2.2
Concentration of assets and loans (%)
31/12/2020

31/12/2019

Gross assets

Loans

Gross assets

Loans

One bank

28.44

32.20

17.74

17.35

Three banks

54.20

55.62

42.40

40.61

Five banks

73.65

74.79

66.08

68.85

Seven banks

85.59

84.79

81.48

79.72

The structure of balance sheet assets shows the prevalence of net loans and receivables from clients
in the amount of 2,804,468 thousand euros, which represents 61.15% of assets and a 3.59% increase
y-o-y. Cash and deposits with central banks amounted to 883,192 thousand euros and they accounted
for 19.26% of assets. Despite the annual decrease of 109,911 thousand euros or 18.68%, and securities
totalled 478,394 thousand euros or 10.43% of balance sheet assets as at 31 December 2020. The value of
property, plant and equipment presented in the balance sheet amounted to 72,026 thousand euros or
1.57% of assets and they rose 34.03% compared to the comparative period in the previous year. Total
assets decreased by 17,426 thousand euros or 0.38%.
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Table 2.3
Structure of balance sheet assets (net positions, thousand euros)
31/12/2020
Balance sheet asset items

31/12/2019

Share in
assets

Amount

Amount

Share in
assets

Change

883,192

19.26%

866,144

18.81%

1.97%

229,694

5.01%

236,643

5.14%

-2.94%

Loans and receivables from clients

2,804,468

61.15%

2,707,305

58.80%

3.59%

478,394

10.43%

588,305

12.78%

-18.68%

Other financial assets

10,295

0.22%

9,047

0.20%

13.79%

Property, plant and equipment

72,026

1.57%

53,738

1.17%

34.03%

Securities

Other asset items
Total

108,441

2.36%

142,751

3.10%

-24.03%

4,586,507

100.00%

4,603,933

100.00%

-0.38%

Compared to 2019, performing assets classified as pass assets (A) recorded only a slightly lower share
in total assets. At end-2020, total gross performing assets amounted to 3,374,156 thousand euros at
the banking system level or 77.17% of total gross assets, which represents the year-on-year decrease of
1.03 percentage points. Gross criticised assets (B, C, D, E) increased by 28,494 thousand euros or 2.94%
y-o-y, while gross non-performing assets (C, D, E) rose 35,014 thousand euros or 19.32%. The share
of gross assets classified as loss (E) in total assets declined from 2.25% to 2.1% or by 8,431 thousand
euros. However, gross assets classified as substandard assets (C) increased significantly, by 55.06% or
41,321 thousand euros, thus increasing their share in total assets from 1.69% to 2.66%. During the reporting year, lending activity of banks amounted to 908.4 million euros, which is a decrease of 26.42%
compared to a year ago when new loans amounted to 1,234.6 million euros. Loans to legal persons accounted for the main share of 67.86% in total new loans. When it comes to maturity, long-term loans
made up the main share with 72%. Lower level of new loans mostly came as a result of decreased economic activity (fewer loan applications) due to the pandemic.
Table 2.4
Quality of gross assets (thousand euros)
Asset quality
Pass assets (A)

31 December 2020
Amount

31 December 2019

Share in assets

Amount

Share in assets

Change

3,374,156

77.17%

3,478,085

78.2%

-2.99%

Criticised assets (B, C, D, E)

998,128

22.83%

969,634

21.8%

2.94%

Non-performing assets (C, D, E)

216,266

4.95%

181,252

4.08%

19.32%

B

781,861

17.88%

788,382

17.72%

-0.83%

C

116,373

2.66%

75,052

1.69%

55.06%

D

8,333

0.19%

6,208

0.14%

34.23%

E

91,561

2.1%

99,992

2.25%

-8.43%
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Cash and deposits with central banks
Loans and receivables from banks

Central Bank of Montenegro Annual Report 2020

During all quarters of 2020, the level of loans and receivables without interest and prepayments and
accruals was exceeding those recorded in the corresponding quarters of 2019 or 2018. The biggest
percentage increase of 5.74% was recorded in Q3 2020, when the level of loans and receivables without
interests and prepayments and accruals increased by 174,189 thousand euros, thus reaching their record high (3,210,169 thousand euros).
Graph 2.6

Graph 2.7
Lending activity by quarters
(thousand euros)

Structure of gross loans by holders
(thousand euros)

The structure of total loans and receivables by holders at end-2020 did not change significantly during the one-year period. Total loans and receivables granted to legal persons amounted to 1,748,598
thousand euros, while those granted to natural persons and entrepreneurs amounted to 1,410,561
thousand euros. Compared to 2019, total loans granted to legal persons and natural persons increased
by 3.58% and 2.68%, respectively.
Graph 2.8
Maturity structure of gross loans
and receivables as at 31 December 2020
(thousand euros)

With respect to maturity of loans and receivables, long-term loans and receivables accounted
for 84.26% of total granted loans and receivables,
while short-term loans and receivables accounted for 15.74%. Loans and receivables with maturity from one to three years and over three years
accounted for 11.53% and 72.73%, respectively.
Compared to 2019, the share of long-term loans
and receivables in total gross loans and receivables increased by 1.98 percentage points.
The structure of loans and receivables in terms
of purpose indicates that the largest portion of
loans were cash all-purpose loans (23.12%), with
a significant share of liquidity loans (20.01%),
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housing loans (14.89%), loans for refinancing of liabilities to banks (9.46%), as well as loans for the purchase of fixed assets (6.15%). As at 31 December 2020, the biggest nominal y-o-y increase was recorded
by the category refinancing of liabilities to other banks, while the biggest real increase was recorded by
the category preparation of tourist season.
Graph 2.9

Criticised and non-performing loans and
receivables as at 31 December 2020 as at
31 December 2019

Implementation of the CBCG Policy in the Reporting Year

Purpose structure of loans and other
receivables (thousand euros) as at
31 December 2020

Graph 2.10

Criticised loans and receivables (B, C, D, and E) amounted to 769,464 thousand euros, while their
share in total loans amounted to 24.36%. In individual terms, compared to the corresponding period
of 2019, there was an increase of loans and receivables classified in B, C and D category, while only
loans and receivables classified as loss (E) recorded a decline. Compared to the corresponding period
of 2019, criticised loans increased by 36.4 million euros (4.97%), while their share in gross loans also
increased (0.41 percentage points). At end-2020, non-performing loans and receivables (C, D, and E)
amounted to 172.9 million euros, which is decline of 12% y-o-y.
At end-2020, loans and receivables that were over 30 days past due amounted to 144.3 million euros
and they accounted for 4.57% of total loans and receivables, while loans that were over 90 days past due
amounted to 78.2 million euros and they made up 2.47% of total loans and receivables. Both categories
of past due loans were higher than at end-2019 (115.4 million euros and 75.1 million euros, respectively), with an increase in the share of loans and receivables over 30 days past due in total loans, and
a decrease in the share of loans and receivables over 90 days past due (4.12% and 2.68%, respectively).
At-end 2020, total gross restructured loans and receivables amounted to 163.4 million euros, accounting for 5.17% of total loans and receivables. In total restructured loans and receivables, the largest
share was recorded by the category involving the extension of repayment for principal or interest in
the amount of 70.1 million euros or 42.91%, and category other benefits for relieving debtors’ financial
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position (43.8 million euros or 26.79%), while the category replacement of existing loans with new ones
accounted for 30.3 million euros or 18.53%.
Table 2.5
Restructured loans and receivables as at 31 December 2020 (thousand euros)
Extension of
Decrease
the repayment of interest
period
rate

Assumed
receivables

Decrease
of debt

Interest
capitalisation

Replacement
of loans

Other
benefits

Total

In thousand
euros

70,099

3,410

623

297

14,891

30,280

43,774

163,374

%

42.91%

2.09%

0.38%

0.18%

9.12%

18.53%

26.79%

100%

Total off-balance sheet exposure of banks amounted to 591,408 thousand euros at the year-end. Of
this amount, issued guarantees accounted for 350,341 thousand euros, which is an increase of 11,699
thousand euros or 3.45% y-o-y, while the value of credit obligations amounted to 231,444 thousand
euros, which represents an increase of 13,716 thousand euros or 6.31% y-o-y. At the same time, total
off-balance sheet liabilities increased by 24,095 thousand euros or 4.25%.
The indicator of gross loan value adjustments (without interest and prepayments and accruals)
amounted to 129,040 thousand euros, while the coverage of gross loans and receivables with value adjustments increased in relation to end-2019. As at 31 December 2020, the coverage of NPLs with value
adjustments stood at 68,069 thousand euros, which is a decline of 2.07% y-o-y.
Liquidity risk supervision - At the end of 2020, liquid assets of banks amounted to 1.016 million
euros or 22.15% of total assets, recording the year-on-year increase of 55.3 million euros (5.76%). The
share of liquid assets in total assets increased in relation to the end of 2019 when it amounted to
20.79%. This is especially important given that it was recorded during the COVID-19 pandemic, which
was characterised by a significant decline in economic activity, rising unemployment, and implementation of interim measures of the Central Bank that affected the postponement of cash inflows for
restructured loans and loans under moratorium.
Graph 2.11
Structure of liquid assets as at
31 December 2020

The structure of liquid assets shows that the largest share was of cash and cash equivalents that
accounted for 69%. Reserve requirement funds
available to banks for liquidity made up 9% of total liquid assets.
During the reporting year, daily and ten-day liquidity ratios were above the regulatory prescribed minimum liquidity indicators in all
banks.
At the end of Q1 and the beginning of Q2 2020,
liquid assets recorded a downward trend, as a result of negative trending of deposits during this
period. This mostly came as a result of obligatory
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Graph 2.12
Liquid funds and funds in accounts with foreign
banks (demand deposits) at the end of the
month (2019 - 2020), thousand euros

Average liquid assets in the country and abroad,
in thousand euros

Source: Daily reports of banks

moratorium for a period of up to 90 days approved by banks at the request of clients, in line with the
Decision on interim measures to mitigate the adverse impact of the communicable disease COVID-19
epidemic on the financial system. During March and April, the indicator of loans under moratorium at the system level stood at 41.59% and
47.12% of gross loans, respectively, while in May
Graph 2.14
it amounted to 45.81% of gross loans. The lowest
level of liquid assets was recorded in May when
Selected liquidity indicators, %
it amounted to 912.6 million euros. Liquid assets
continued to record monthly oscillations, reaching their peak in November when they amounted
to 1,022.6 million euros.
At end-2020, total deposits (with funds in escrow
accounts, without interests and prepayments and
accruals) amounted to 3,372.8 million euros or
84.38% of total liabilities of banks. Compared
year-on-year, total deposits decreased 102.9 million euros or 2.96%. Since the start of 2020 until
May of the same year, there was almost a continuous negative trend of deposits, which reached
their record low in May. They slightly increased
over the following three months, only to decline
again in September, yet continuing to grow during the last quarter.
Source: Daily reports of banks and CBCG calculations
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Source: Banks’ daily reports

Graph 2.13
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Graph 2.15
Total deposits during 2018, 2019 and 2020,
thousand euros

Graph 2.16
Developments of total deposits and deposits by
holders (at end of the month) from 31 December
2019 – 31 December 2020, thousand euros

Looking at deposits during the last three years, 2018 and 2019 saw a significant uptrend in deposits
during tourist season (June-August), while during over almost the entire 2020 (except the last two
months) there was a negative trend of deposits which came as a result of the pandemic, which primarily affected tourism revenues of natural and legal persons engaged in this activity.
Graph 2.17
Demand deposits and time deposits (end-month)
in the period 31 December 2019 – 31 December
2020, thousand euros

Over this period of one year, deposits of legal
persons recorded larger decline compared to deposits of natural persons. Compared to end-2019,
deposits of legal persons declined by 79 million
euros (4.64%), while deposits of natural persons
declined by 23.9 million euros (1.35%).
Deposits of natural persons were slightly higher
than deposits of legal persons, with their share
of deposits of natural persons in total deposits
ranged between 50.40% and 51.89%.
Decline in total deposits compared to end-2019,
looking at the maturity of deposits, was caused
by lower demand deposits as well as time deposits. Demand deposits (including funds in escrow
accounts) declined by 52.4 million euros (2.10%),
while time deposits declined by 50.5 million euros (5.13%). At the end of the reporting year, demand deposits had a larger share in total deposits
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(71.36%). Over this one-year period, the share of demand deposits was larger than the share of time
deposits at the end of every month.
Table 2.6
Structure and trend of deposits by maturity, % share in total deposits, thousand euros
31/12/2019
Demand deposits

%

31/12/2020

%

8,083

0.23

32,412

0.96

2,483,522

71.45

2,406,797

71.36

47,134

1.36

58,300

1.73

Deposits up to 3 months
Deposits from 3 months up to 1 year

375,437

10.8

448,921

13.31

Deposits from 1 to 3 years

474,748

13.66

336,192

9.97

86,858

2.5

90,228

2.68

3,475,782

100%

3,372,850

100%

Deposits over 3 years
Total deposits

In terms of maturity, the largest decline of 138.5 million euros (29.19%) was recorded by deposits
from 1 to 3 years. Other categories of time deposits recorded an increase: deposit up to three months
increased by 11.1 million euros (23.69%), deposits from 3 up to 1 year increased by 73.5 million euros
(19.57%), while term deposits over 3 years increased by 3.4 million euros (3.88%). Individually speaking, the largest share in time deposits was recorded by deposits from 3 months to 1 year (48.08%).
Table 2.7
Overview of borrowings at quarterly level (31 December 2019 – 31 December 2020), thousand euros
31/12/2019
Total borrowings
Borrowings from parent bank and
other members of the banking group
Borrowings from the
Government of Montenegro

31/03/2020

30/06/2020

30/09/2020

31/12/2020

370,826

428,259

472,924

501,180

451,853

187,543

244,043

282,543

304,543

258,043

94,172

90,596

85,478

86,891

83,266

Total borrowings (without interest payables and accruals) stood at 451.9 million euros and they accounted for 11.30% of total liabilities of banks at end-2020. Compared to the previous year, total borrowings increased by 81 million euros or 21.85%. Banks increased their debts with parent banks and
other banking group members by 70.5 million euros or 37.59%. Borrowings from the Government of
Montenegro decreased some 10.9 million euros (11.58%).26
The report on the maturity match of assets and liabilities as at 31 December 2020 shows the existence
of negative cumulative gaps for a period of up to five years, according to the remaining contractual
maturity, while according to the expected maturity, it shows a positive cumulative gap. The total cumulative gap was positive.

26

Borrowings from the Government of Montenegro refer to borrowings through the IDF, related to the implementation of
the project of solving the housing needs of citizens at affordable conditions, "1000+".

53

Implementation of the CBCG Policy in the Reporting Year

Funds in escrow accounts

Central Bank of Montenegro Annual Report 2020

Supervision of market risks - Market risks are not prominent in the banking system of Montenegro.
All cumulative gaps up to one year were negative at the aggregate level. The highest cumulative gap was
up to 30 days, amounting to 303.6 million euros.
The report on positions in other currencies as at 31 December 2020 shows that the largest individual
open foreign currency exposure of net position at the aggregate level was position in other currencies,
which amounted to 1.3 million euros (0.29% of core capital and 0.27% of own funds). Aggregate position in all foreign currencies was positive and amounted to 3.3 million euros (0.73% of core capital and
0.68% of own funds).

2.2.1.2.2. Change in the regulatory framework
During 2020, the Central Bank implemented a number of important activities with a view to improving the regulatory framework arising from its functions.
In July 2020, the IPA 2014 funded Twinning Project “Support to Regulation of Financial Services” was
successfully completed. The project was implemented in cooperation with the consortium consisting
of the Deutsche Bundesbank, Croatian National Bank, De Nederlandsche Bank, Federal Financial Supervisory Authority, and HANFA. The project involved all financial sector supervisors in Montenegro
and its main goal was the provision of more stable, sustainable and efficient financial services, in line
with best practices of the EU, with a view to supporting private sector development and strengthening competitiveness of the economy. During the 27 months of the project, regulations were developed
in line with the acquis communautaire, which focused on the implementation of modern prudential
supervisory standards in the area of banking, as one of Montenegro’s obligations in the process of EU
accession (in addition to this, regulation in the area of insurance and capital markets was developed).
Aimed at fulfilling these obligations, related to the negotiation chapter 9 - Financial services, the Central Bank is obliged to harmonize the legislation governing banking operations with Directive 2013/36/
EU, that is, to create the legal basis for the adoption of a set of enabling regulation with a view to implementing Regulation 575/2013 on prudential requirements for credit institutions and investment firms.
During this project, which started in April 2018 for the area of supervision, there were a total of 15
missions held in cooperation with experts from the Croatian National Bank (of which 11 during 2020).
Three of those missions were held with experts from the Deutsche Bundesbank (one in 2020), with
two study visits to the Deutsche Bundesbank (one in 2020). In addition, with a view to successfully
implementing the project, there was intensive communication with experts engaged in this project via
email and video calls, especially after the outbreak of the COVID-19 pandemic. Cooperation on this
project was organised so that the Central Bank used the expertise of the Croatian National Bank in the
preparation of draft documents for clarifications, assessments and suggestions for their improvement
and harmonisation with relevant EU regulations.
Initial activities during 2019 resulted in the first drafts of Decision on Capital Adequacy, Decision on
Large Exposures, and Decision on the Manner of Calculating Liquidity Indicators, followed by the development of the Quantitative Impact Study on the application of solutions envisaged in these drafts.
A part of these activities involved the development of templates and instructions for filling in data
necessary to quantify the effects of the new provisions prescribed in the drafts of the aforesaid three
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decisions, as well as examples for their better understanding, and also questionnaires which make up
the qualitative part of the study.
In the first part of 2020, data obtained from banks on these templates were analysed and report on the
effects of the new regulations on the banking system was prepared, while in the second part of 2020
the analysis of the impact study was repeated using updated data of banks aimed at reviewing specific
provisions of the regulations on the operations of banks.

Following the analysis of effects of implementation of the Decision on macroprudential measures relating to retail banking loans which was adopted in 2019, amendments were passed in October 2020.
The amendments introduced the loan insurance policy as an additional collateral to secure a loan in
addition to the collateral recognised by the prevailing decision from 2019, provided that the insurance
policy is issued by insurance companies having their head offices in Montenegro, while the CBCG will
assess the acceptability of individual insurance policies from the aspect of coverage of risks the banks
are exposed.
At end-July, the Central Bank decided to support the postponement of the application of the Law on
Credit Institutions and the Law on Resolution of Credit Institutions (which were supposed to be in
force as of 1 January 2021). This was done with respect to the numerous aggravating circumstances
surrounding banking operations, at the initiative of the Association of Montenegrin Banks, aimed
at relieving banks’ capacities and enabling their full commitment to the implementation of priority
tasks, that is measures to mitigate the negative effects of the pandemic and the implementation of
AQR activities. As at 20 January 2021, the Parliament adopted the Law Amending the Law on Credit
Institutions and the Law Amending the Law on Resolution of Credit Institutions, which entered into
force on 26 January 2021.

2.2.1.3. Supervision and regulation of financial service providers
The Law on Financial Leasing, Factoring, Purchase of Receivables, Micro-Lending and Credit-Guarantee Operations that entered into force on 11 May 2018 governs financial leasing, factoring, purchase
of receivables, micro-lending and credit-guarantee operations, as well as the establishment, business
activities and supervision of business organisations engaged in those activities. The Central Bank is
the authority in charge of licensing financial service providers, as well as supervision of their operations and enacting enabling legislation regulating the operations of these entities.
During 2020, acting in accordance with the powers established by the law governing the business
operations of financial service providers, the Central Bank issued licenses to MFI “Labor” from Podgorica and factoring company “Financial Solutions” from Podgorica.
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Successful implementation of this project led to the preparation of 25 regulations harmonised with
Regulation 575/2013 and accompanying technical standards integral to this Regulation, as well as
guidelines issued by the EBA. The adoption and implementation of the new legislation will lead to full
harmonisation with the relevant applicable regulations in the EU.
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During 2020, the Sector for Supervision of Non-Banking Service Providers performed five on-site inspections of non-banking financial service providers, which resulted in imposing measures against
two institutions. The license of one institution was revoked.
All financial institutions are subject to off-site inspections through the analysis of their financial condition and business indicators.
As the regulatory framework governing the business of financial service providers was completed in
2018, no new regulations in this area were adopted in 2020.
Investment and Development Fund of Montenegro
Total assets and liabilities of the Investment and Development Fund of Montenegro (IDF) amounted to
475 million euros at end-2020, which is a 21.64% increase from the December 2019 balance.
At end-2020, total IDF loans amounted to 416.7 million euros, which represents an increase of 28.50%
y-o-y. The maturity structure of loans shows that long-term loans (over one year) accounted for the
main share with 87.46%. The sectoral structure of the IDF loans shows that the main share of 87.76%
was granted to legal persons, followed by the natural persons with a mere 0.36%. Similarly, the structure of IDF loans by activity shows that most loans were granted to resident legal persons, 99.64%, of
which the accommodation and food service activities accounted for the main share with 23.68%, followed by trade with 23.27%, and manufacturing industry with 17.33%.
At end-December 2020, past due loans amounted to 31.8 million euros or 7.62% of total IDF loans.
Compared to December 2019, this is a 167.78% increase. Of the total amount of past due loans, 69.78%
related to loans that were up to 90 days past due. Non-performing loans (C, D, and E) reached 45.3 million euros at the year-end and they accounted for 10.86% of total IDF loans. Compared to December
2019, this represents an increase of 335.02%.
At end-2020, the IDF reported a loss of 11.2 million euros.
On-site inspection of the Investment and Development Fund of Montenegro was performed during
the previous year. The subject of inspection was the assessment of the compliance of the IDF with the
regulations of the Central Bank. A written warning was issued to the IDF, instructing it to align its
operations with the Decision on Minimum Standards for Risk Management in the Investment and
Development Fund of Montenegro and the Decision on the Manner of Calculating Capital Adequacy
Ratio of the Investment and Development Fund of Montenegro. Following the inspection, the CBCG
informed the Ministry of Finance about the identified irregularities on 10 June 2020.
Microcredit financial institutions (MFIs)
As at end-2020, there were nine microcredit financial institutions (MFIs) operating in the financial
system of Montenegro. Their total assets and liabilities amounted to 82.5 million euros and they increased 15.27% at the annual level. One MFI accounted for 72.09% of total MFIs’ assets and liabilities.
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At the 2020 year-end, total MFIs loans amounted to 67.1 million euros, which represents the year-onyear increase of 0.80%. The maturity structure of loans shows the main share of long-term loans (over
one year) with 77.65%. The sectoral structure of the MFI loans shows that the main share of 82.76%
was granted to natural persons, followed by the corporate sector with only 3.93%. In the structure of
MFI loans by activity, the main share was of loans for fixed asset (34.57%), followed by loans granted
for „other“ purposes (24.58%), cash loans (11.52%), consumer loans (10.19%), loans for construction
and adaptation of buildings (8.53%), liquidity loans (6.27%), loans for the preparation of tourist season
(2.40%), car loans (1.92%), and housing loans (0.01%).

MFIs approved mainly small value loans to natural persons against minimum collateral, but under
very unfavourable conditions. MFIs compensated somewhat more favourable conditions for loans,
with respect to recorded loan requests, the level of collateral, and shorter granting procedure compared to banks, with significantly higher price of loans (expressed through the effective interest rate).
At end-2020, MFIs reported a positive financial result of 2.3 million euros, with three MFIs operating
with loss.
Leasing companies
There were two leasing companies operating in the Montenegrin financial system as at end-2020 and
their total assets and liabilities amounted to 39.4 million euros, decreasing by 2.24% year-on-year.
At end-December 2020, total receivables reached 35.2 million euros, recording a decrease of 1.80% in
relation to December 2019. Most receivables were those for personal car lease (49.45%) and business
car lease (45.17%).
Observed by activity, resident legal persons accounted for the main share of receivables with 72.72%,
of which the main portions referred to trade and construction sectors with 28.13% and 22.74%, respectively. Resident natural persons accounted for 29.59% of total receivables.
Non-performing assets (C, D, and E) stood at 2 million euros at the year-end, and this represented
5.54% of total receivables and 4.95% of total assets of leasing companies, which is the annual increase
of 1.99 percentage points.
Total liabilities of leasing companies amounted to 36.1 million euros or 91.61%, while total capital
stood at 3.3 million euros or 8.39% of total liabilities and capital of leasing companies.
At end-2020, leasing companies reported a profit of 596 thousand euros.
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At end-2020, past due loans amounted to 11.2 million euros or 14.77% of total loans granted by MFIs.
They increased 184.12% y-o-y. Of the total amount of past due loans, 33.63% related to loans that were
up to 90 days past due. Non-performing loans amounted to 7.1 million euros, representing 9.38% of
total loans and they increased 235.13% y-o-y.
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Factoring companies
There is only one factoring company operating in Montenegro and its total assets amounted to 1.2
million euros at end-2020, which is a decline of 5.22%. Total receivables of this company stood at 1.1
million euros and they involved domestic factoring. Analysing the structure of receivables according
to the existence of recourse right, all receivables relate to factoring with recourse right, while in terms
of maturity, the total amount of receivables of 1.1 million euros has a maturity of over 180 days.
Total liabilities amounted to 432 thousand euros or 36.61% of total liabilities and capital. Total capital
amounted to 748 thousand euros or 63.39% of total liabilities and capital of the factoring company.
The company`s profit amounted to 44 thousand euros.

2.2.1.4. Resolution of credit institutions
The Central Bank is authorised to apply resolution instruments and exercise the resolution power
granted to it under the Law on Resolution of Credit Institutions.
In 2020, the Central Bank implemented a series of activities with a view to conducting organisational
and systemic improvements of this function determined by the Law, and formed the Directorate for
Resolution.
With a view to establishing an adequate bank resolution function, the Central Bank worked intensively on creating enabling regulations and establishing a comprehensive regulatory framework for
the application of resolution powers under the Law on Resolution of Credit Institutions. Accordingly,
the Central Bank Council adopted 14 enabling regulations harmonized with the relevant European
regulations.
These regulations govern the criteria for assessing the possibility of resolution of a credit institution
and a group, the content of resolution plans of credit institutions and resolution plans for the group, as
well as the conditions to be met by an independent appraiser in assessing the credit institution’s assets
and liabilities. Also, they regulate the obligations of credit institution to notify the Central Bank on the
fulfilment of conditions for resolution under the Law.
Furthermore, the regulations prescribe the content of the reorganization plan of the credit institution
under resolution and the manner of reporting on the implementation of that plan, methodology and
criteria for determining the amount of liabilities arising from derivatives, as well as contractual recognition of powers to reduce and convert liabilities of the credit institution as regulated by the law of
a third country.
Also, the regulations determine the minimum list of services, facilities and equipment necessary for
efficient performance of tasks transferred from the credit institution under resolution to the recipient
undertaking, methodology for determining the value of assets of the credit institution under resolution following transfer of a part of rights, assets and liabilities or after application of after applying
bail-in tool, as well as the criteria for determining the minimum requirement for own funds and eligible liabilities of credit institutions.
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Regulations also determine detailed conditions under which a credit institution may defer the payment of ex-post contributions to the resolution fund, the manner of communicating information on
credit institutions under resolution in summary or collective form, as well as the manner of determining conversion rates of relevant capital instruments and liabilities to equity of a credit institution
under resolution. In addition, regulations establish a more detailed method of calculating regular
contributions that credit institutions pay to the resolution fund, as defined by the Law on Resolution
of Credit Institutions.

2.2.1.5. AML/CTF supervision and regulation
In 2020, the Central Bank managed to complete planned activities in the area of the anti-money laundering and counterfeiting terrorist financing (AML/CTF) despite adverse impact of the pandemic.
The Central Bank performs supervision in the area of the anti-money laundering and counterfeiting
terrorist financing (AML/CTF) in line with the Law on Prevention of Money Laundering and Terrorist
Financing and relevant enabling legislation. It supervises banks and other credit institutions, foreign
bank branches, financial service providers licenced or authorised by the Central Bank (leasing companies, factoring companies, companies for the purchase of receivables, MFIs, credit-guarantee funds,
payment and e-money institutions, legal persons, companies and natural persons performing activities or activities related to the issuing and management of virtual currencies, including services of the
conversion of virtual currencies into conventional currencies and vice versa).
Banks and other financial institutions fall under the Law on Prevention of Money Laundering and
Terrorist Financing, and have a large number of obligations in the process of risk management of
money laundering and terrorist financing.
In 2020, the CBCG performed regular inspections of 13 institutions (of 29 in total) with respect to
the compliance with the AML/CTF regulations, namely six banks, one payments institution, three
MFIs, one leasing company, one factoring company, and one e-money institution. There were no
requests to carry out extraordinary targeted AML/CTF compliance inspections during the year, but
the CBCG did perform one targeted inspection that was requested during the previous reporting
period.
During off-site and on-site inspections, the CBCG detected individual cases of irregularities with
respect to the implementation of the Law on Prevention of Money Laundering and Terrorist Financing. The CBCG issued measures against institutions that had irregularities in the implementation
of regulation in this area. After completing inspections, the CBCG issued a total of eight warning
measures.
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With a view to providing funds for the implementation of resolution objectives, resolution instruments, as well as resolution powers determined by the Law on Resolution, preconditions have been
created for the establishment of the Resolution Fund to be managed by the Central Bank. In accordance with the Law on Resolution of Credit Institutions, the target level of funds of the Resolution Fund
to be reached by 31 July 2031 is 1% of the amount of guaranteed deposits of all credit institutions.
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The carried out inspections confirm that the banks and other financial institutions in Montenegro
have set up money laundering and terrorist financing risk management systems which function at a
satisfactory level. As the most important category of reporting entities in Montenegro, banks invest
significant resources in order to establish most efficient systems of detecting and identifying suspicious clients and transactions.
As part of its activities to prevent the financing of terrorism, the Central Bank maintained regular and
continuous cooperation with the reporting entities by communicating relevant information and lists,
and giving recommendations for the meeting of their statutory obligations.
The strengthening of the Central Bank`s supervisory function in the area of prevention of money laundering and terrorist financing is reflected in the strengthening of interinstitutional collaboration, i.e.
the exchange of data and information with relevant institutions in order to combat money laundering
and terrorist financing.
Pursuant to the Memorandum of Cooperation and Exchange of Information in the Field of Prevention of Money Laundering and Terrorist Financing signed in 2019, the Central Bank exchanged data
and notifications on the planned and carried out supervisions of reporting entities, as well as data on
imposed measures with the Police Administration - Sector for the Prevention of Money Laundering
and Terrorist Financing.
The CBCG participated in the twinning project “Support to Regulation of Financial Services”, for the
area of the prevention of money laundering and terrorist financing, with one of the deliverables being
the Manual on the supervision of compliance of banks with regulation in the area of money laundering and terrorist financing that was completed in June 2020. In addition to this, the representatives
of the CBCG participated in the Action against Economic Crime in Montenegro, implemented by the
Council of Europe.
The CBCG continued activities pertaining to the development of the National risk assessment of money laundering and terrorist financing, with the support of the Council of Europe.
The Central Bank took part in the implementation of activities of the Global Forum on Transparency
and Exchange of Information for Tax Purposes, an OECD project, including the prevention of money
laundering and terrorist financing, related to the revision of national legislation in the field of exchange of information for tax purposes.

2.2.1.6. Supervision and regulation in the area of protection of users of financial
services
In exercising the function of supervising consumer lending, the Central Bank assessed the achieved
level of compliance with the regulations governing consumer lending through onsite and offsite supervision of licensed creditors.
Through on-site inspection of five creditors, and the inspection of a sample of 263 consumer loan
agreements, as well as business books and other documentation, revealed that the creditors’ compliance with consumer loan regulations needs improvement in the following:
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The Central Bank issued a written warning to seven creditors and ordered the removal of disclosed irregularities in line with objectives defined in creditors’ action plans, created based on the findings of
irregularities discovered by the CBCG during on-site inspections of creditors. Based on the reports of
creditors, it was determined that the majority of creditors eliminated irregularities in operations, in
the manner and within deadlines imposed by the Central Bank, while one creditor was banned from
lending until the irregularities were eliminated.
The Central Bank considered and acted on 126 consumer complaints indicating their dissatisfaction
with the actions of banks and providers of financial services. Acting on the received consumer complaints, the CBCG carried out 43 off-site examinations.
A significant part of supervisory activities during 2020 was aimed at proper implementation of measures adopted with a view to mitigating negative effects of the pandemic on the financial system, in
connection with which the Central Bank provided additional clarifications to borrowers regarding the
exercise of moratorium rights and repayment models after its expiration.
As a part of regular activities aimed at protecting the rights of consumer credit users, the Central Bank
intervened preventively by issuing letters of warning to the creditors to point out to the obligation to
comply with regulations governing consumer lending and adhere to the principles of good business
practice.
In order to ensure proper application of the regulations governing consumer lending, the Central Bank
provided necessary clarifications and interpretations regarding certain provisions of the relevant applicable regulations and organised meetings with representatives of the creditors in order to overcome
the problems in the application of regulations in the field of consumer lending.
Aimed at providing standardised information to consumers, as defined by the law and as necessary to
assess whether a credit product matches their financial circumstances, the CBCG performed continuous monitoring of the content of advertising messages on consumer loans that the creditors provide to
consumers via their websites and media.
Based on its legal authorisations, the Central Bank issued authorisation for five legal persons to present
or offer loan contracts to consumers within the scope of their business activity or occupation against
a fee in cash or in another agreed financial form, as well as to assist consumers by taking preparatory
actions on loan contracts or conclude loan contracts with consumers on behalf of the creditor.
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• pre-contractual information to consumers on the main characteristics of credit products, total
credit costs, and other important legal aspects of importance for the consumer;
• a more complete definition of all important elements of a consumer loan as stipulated by the
law;
• application of a uniform methodology for the calculation of the effective interest rate, regulated
in more detail in the Decision on the uniform manner of calculating and reporting effective
interest rate on loans and deposits;
• suspension of illegal calculation and collection of fees directly related to early loan repayment;
• harmonization with the law on the content of the report on the balance and overdraft facility.
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During 2020, the Central Bank worked actively on joining the Central Information System for Monitoring Consumer Complaints and Questions (CISZP) within the competence of the Central Bank. The
main objectives of CISZP are providing information to consumers in the field of consumer rights,
enabling the receipt and resolution of consumer complaints, ensuring a more efficient management of
complaints and consumer questions at the national level, as well as reporting to the European Commission and meeting the final criteria for temporary closure of negotiation Chapter 28 - Consumer and
Health Protection.
A significant contribution to raising knowledge in this area was made by participating in an OECD
organised conference on mitigating the negative consequences of the COVID-19 pandemic in the field
of consumer protection in the area of banking, called Special Session G20/OECD Task Force on FCP &
FinCoNet re: Covid-19.
With a view to aligning the regulatory framework in the field of consumer lending with the relevant
regulations of the European Union, in cooperation with relevant institutions and with technical support under the IPA 2014 project AIM II the Central Bank prepared a draft Law on housing loans that
provides for the transposition of the Directive 2014/17/EU. Adoption of the new law and relevant enabling legislation, as well as continuous monitoring of their implementation will ensure that consumers
who enter into credit agreements secured by real estate enjoy a high level of protection.
By joining the Consumer Protection Council, participating in the drafting of the National Consumer
Protection Program, and creating an Action Plan that defines activities and deadlines for the implementation of the National Consumer Protection Program, the Central Bank contributes to systemic
resolving of consumer protection issues at the national level and the strengthening of institutions
working on improving the position of consumers in Montenegro.

2.2.2. National payment system
As for the payment system, the CBCG focused its main activities in 2020 on implementing the main
objective defined in the Central Bank Policy – maintenance and improvement of a safe and sound national payment system. To this end, the activities focused on:
• Ongoing maintenance of stable and efficient functioning of the CBCG’s payment system for the
execution of payment orders between participants;
• Quality and efficient provision of payment services for existing and new users of CBCG payment services;
• Management of all risks that are typical for systemically important payment systems;
• Improvement of payment system legislation following the relevant EU regulations and international standards and exercising effective control of payment orders to provide payment services
following with the payment system regulations;
• issuing authorisations to provide payment services, registering payment institutions, e-money
institutions and payment service providers/agents in the respective registers;
• Payment system oversight in payment service providers.
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As in previous years, the CBCG’s Payment System (RTGS system and the DNS system) showed a high
level of reliability and efficiency of functioning, with quality in executing payment transactions for
CBCG clients, following the system rules and regulations.

2.2.2.1. Indicators of RTGS and DNS systems availability

The availability of the CBCG’s Payment System in the reporting year was 100%, expressed as the ratio
of total and effective working hours of the Payment System.

2.2.2.2. Effected payment transactions in the CBCG Payment System
The volume and value of effected payment operations in the Payment System of the CBCG27 decreased
in 2020, as an expected consequence of the COVID-19 pandemic.
Volume of effected payment transactions in the CBCG Payment System
The volume of total effected payment transactions in the Payment System of the CBCG amounted to
10,639,073 payment orders in 2020, which is 8% fewer than in 2019 (Table 2.8).
Of the total number of effected payment orders, the effected payment transactions in the RTGS system
amounted to 3,824,313 orders or 15% fewer compared to the previous year. In comparison, the volume
of effected payment transactions in the DNS system amounted to 6,814,760 orders or 3% fewer y-o-y.
The share of RTGS orders in 2020 decreased in relation to DNS orders. Specifically, the ratio of RTGS
to DNS orders was 35.9% against 64.1%, while this ratio was 39.31% against 60.9% in 2019 (Annex 1,
Table 8).
Table 2.8
Comparative indicators of the volume of the RTGS and DNS payment transactions
Number of payment orders
Description
1. RTGS and DNS orders

2020

2019

2018

2017

Index
2016

2015

2020
2019

2020
2015

10,639,073

11,525,465

11,188,139

10,246,015

9,721,698

8,979,882

92

118

1.1 RTGS

3,824,313

4,507,747

4,397,786

3,849,257

3,647,300

3,543,746

85

108

1.2 DNS

6,814,760

7,017,718

6,790,353

6,396,758

6,074,398

5,436,136

97

125

On average, 886,590 payment orders were effected per month, of which 318,693 were in the RTGS system and 567,897 orders in the DNS system.

27

Data source is the CBCG.
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In 2020, the CBCG’s Payment System provided high availability and reliability, and expedient payment
transactions.

Central Bank of Montenegro Annual Report 2020

Graph 2.18
Comparative overview of the total number of
effected payment orders in RTGS system and
DNS system, expressed by index 2015=100

Graph 2.20
Volume structure of RTGS and DNS payment
orders effected in 2019–2020
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Graph 2.19
Number of RTGS and DNS payment orders
effected in 2020 expressed by index 2019=100

Graph 2.21
Comparative presentation of the number of
effected orders in the RTGS system and DNS
system, I–XII 2019 : I–XII 2020, in thousand

Value of effected payment transactions in the CBCG Payment System
In 2020, the total value of effected payment transactions through the CBCG Payment System amounted to 15.1 billion euros, decreasing 10% compared to 2019 (Table 2.9).

Table 2.9
Comparative indicators of the value of total effected payment transactions
in the CBCG payment system, in EUR
Value
Description
1. RTGS and DNS p. p.

2020

2019

2018

Index
2017

2016

2015

15,059,891,853 16,821,736,394 15,105,468,691 13,492,382,284 12,235,514,148 11,119,688,006

2020 2020
2019 2015
90

135

1.1 RTGS

14,250,639,187

15,929,670,078

14,265,542,816

12,709,274,933

11,517,507,803

10,461,014,240

89

136

1.2 DNS

809,252,666

892,066,316

839,925,875

783,107,351

718,006,345

658,673,766

91

123

Average monthly transactions amounted to 1.3 billion euros, of which 1.2 billion euros went through
RTGS and 67.4 million euros through the DNS system.
Graph 2.22
Value of payment transactions effected in
the RTGS system and DNS system in 2020,
expressed by index 2015=100

Graph 2.23
Value of payment transactions effected in
RTGS and DNS systems in 2020, expressed
by index 2019=100
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Of the total value of effected payment transactions, the value in the RTGS system amounted to 14.3
million euros or 11% less year-on-year. In comparison, the value of effected payment system in the
DNS system amounted to 809.3 million euros or 9% less year-on-year. Furthermore, compared to the
previous year, the share of RTGS orders in 2020 decreased slightly in relation to DNS orders. Specifically, the ratio of RTGS to DNS orders was 94.6% against 5.4%, while this ratio was 94.7% against 5.3%
in 2019 (Annex 1, Table 9).
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Graph 2.24

Graph 2.25
Comparative presentation of the value of payment
transactions effected in RTGS and DNS systems,
I-XII 2019 against I-XII 2020, in million euros

Value structure of payment transactions in
RTGS and DNS systems in 2020/2019

2.2.2.3. Statistical data from the payment system operations report28
Pursuant to the Decision on Payment System Reporting to the CBCG, the CBCG collects and processes
data on payment transactions received from payment service providers (banks, payment institutions
and e-money institutions) using the new methodology. The Decision was amended for the purpose of
additional statistics in 2020Q4.
Indicators of the number of users by types of individual payment services
At end-2020, a total of 1,155,828 payment service users in banks had an open transaction account,
which was 3% less than in 2019, while 9,880 payment service users opened e-money accounts with the
payment service provider, which was 79% more than in 2019 (Table 2.10).
Table 2.102930
Number of payment service users who have an open account,
balance at end-2018, end-2019, and end-2020
Number of users
End-2018 End-2019
balance balance
Transaction account
E-money account30

28

29

2020
Q1

Q2

Q3

Q4

End-2020
balance

Index
2020/2019

1,291,953

1,193,258

1,255,896

1,261,839

1,208,756

1,155,828

1,155,828

97

4,266

5,519

7,272

8,306

9,133

9,880

9,880

179

Data are aggregated on the basis of information provided by the payment service providers to the CBCG.

29

The number of payment service users who have open transaction accounts with banks.

30

The number of payment service users to whom a payment service provider opened a virtual account - a payment account
where electronic money is stored.
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At the end of Q4-2020, a total of 1,155,828 payment service users in banks had an open transaction
account. Of this number, residents accounted for 1,052,573 or 91%, while the remaining 103,255 or 9%
were non-residents. The structure of users in the total number of payment service users who opened a
transaction account showed that natural persons made up 675,173 or 58%, legal entities 92,153 or 5%,
and entrepreneurs 388,502 or 34% (Table 2.11 and Graph 2.26).
Table 2.113132
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Number of users and accounts by types of individual payment services, at end-2020
Number of users/accounts
Legal person

Entrepreneurs

Internet payment

20,938

29,014

Mobile payment

Natural persons

Total number

49,313

99,265

4,032

27,812

35,352

67,196

Standing order

863

8,320

52,461

61,644

Payment cards

5,443

118,472

239,179

363,094

776

10,743

3,943

15,462

92,153

388,502

675,173

1,155,828

89,312

352,541

610,720

1,052,573

2,841

35,961

64,453

103,255

154,522

516.307

960,602

1,631,431

150,775

465,066

854,160

1,470,001

3,747

51,241

106,442

161,430

3

16

9,861

9,880

941

17

1,301

2,259

Direct debit
Transaction account
Residents
Non-residents
Total number of transaction accounts31
Residents
Non-residents
Electronic money account
Total number of electronic money accounts

32

Graph 2.26
Number and relative structure of users who opened a transaction account, end-2020

Observed year-on-year, the number of users in all indicated payment services increased in the reporting year (Table 2.12).
31

Total number of users’ open transaction accounts opened with banks.

32

Total number of electronic money accounts (server-based - virtual accounts).
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Table 2.1233
Number of users by types of individual payment services, balance at end-2018, end-2019, and end-2020
Number of users
End-2018 balance
1. Internet payment

End-2019 balance

66,534

75,046

2. Mobile payment

46,513

3. Standing order

73,365

4. Payment cards
5. Direct debit

33

End-2020 balance

Index
2020/2019

99,265

132

52,625

67,196

128

77,686

61,644

79

301,597

323,133

363,094

112

9,922

11,624

15,462

133

Graph 2.27

Graph 2.28

Number of users by payment services types,
end-2020

Comparison of the number of users by
payment service types, 2018-2020

Indicators of the number and value of payment transactions by payment service type
According to the method of initiating payment transactions, the largest number of transactions in
2020 was initiated in paper, i.e. submitted at the counters of payment service providers.
Observed by the payment service type, credit transfers had the largest number and value. However,
payment transactions of this type of service and its value decreased by respective 2% and 13% (Table
2.13).
The total number of credit transfers amounted to 21 million with a total value of 18.8 billion euros.
Compared y-o-y, 59% or 9% less credit transfers was initiated in paper, while 41% or 11% more was
initiated electronically (Table 2.13).

33
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If a user has multiple payment cards, only one card is shown.

Table 2.13343536
Number and value of payment transactions by type of payment service, 2019-2020
Payment transactions
Payment service type

2019
Number

1. Credit transfers

Value

Number

%

Value

21,353,392 21,652,160,709 20,988,757

1.1 Initiated in paper

13,597,683

9,604,096,253

12,355,411

Value

Index
2020/2019

%

98

87

59%

18,850,481,848
7,893,905,884

42%

91

82

7,755,709

12,048,064,456

8,633,346

41%

10,956,575,964

58%

111

91

1.2.1. Internet payment34

3,895,653

10,735,151,363

3,630,677

42%

9,334,488,288

85%

93

87

1.2.2. Mobile payments35

1,023,186

803,271,356

1,578,442

18%

1,017,159,267

9%

154

127

428,221

56,844,283

529,017

6%

59,221,062

0.54%

124

104

1.2.3. Standing order
1.2.4. Via ATMs36
1.2.5. Other

778,808

100,255,413

1,031,823

12%

128,022,414

1.17%

132

128

1,629,841

352,542,041

1,863,387

22%

417,684,933

4%

114

118

7,195,039

9,689,834,703

6,770,397

32%

8,869,132,436

47%

114

97

417,746

18,059,319

388,877

287,212

16,698,884

245,897

57,966

15,168,648

61,356

545

74,985

553

0.90%
99.10%
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1.2 Initiated electronically

Number
2020

Of total credit transfers:
- Within the same payment service provider
2. Direct debit

25,486,984

Of total direct debit:
2.1. Within the same payment service provider
3. Remittances – sent
3.1. National
3.2 International
4. International remittances – received
5. Other payment services

63%

58,931,403

231%

17,688,495

106

117

79,985

0.45%

101

107

17,608,510

99.55%

106

117

128

148

57,421

15,093,663

60,803

206,125

58,625,421

263,546

86,987,571

69,802

106,360,479

144,818

75,031,724

11,110

23,561,969

94,246

Of total payment services:
5.1. Within the same payment service provider

65%

14,296,342

19%

Graph 2.29
Number and value of credit transfers, 2020

34

Payment transactions using online banking or Internet-based application software or Internet payment services.

35

Payment transactions initiated by the payment service user who contracted the mobile payment service with the payment service provider.

36

Payment transactions effected via ATMs with credit transfer function.
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Graph 2.30
Structure of credit transfers initiated electronically, 2020

In the total number of credit transfers initiated electronically, the largest share of 42% referred to Internet payments (7% less y-o-y), while 18% referred to mobile payments (54% more y-o-y).
Of the total number of credit transfers, 6.8 million or 32% were executed with the same payment services provider (Table 2.13).
In 2020, a total of 388,877 payment transactions with a total value of 25.5 million euros were performed by direct debit, of which 245.9 thousand payment transactions were effected with the same
payment service provider (Table 2.13).
A total of 61,356 national remittances were sent in the value of 17.7 million euros, of which 553 national remittances amounting to 80,000 euros and 60,803 international remittances in the value of
17.6 million euros. The number of international remittances received was 263,500 in the value of 87
million euros. Compared to 2019, the number of total remittances increased by 6%, while the number
of international remittances was 28% higher (Table 2.13).
A total of 144,818 payment transactions worth 75 million euros were initiated in the reporting year
as a part of other payment services, of which 14.3 million euros were effected with the same payment
service provider (Table 2.13).
A monthly average of 1.7 million credit transfers amounting to 1.6 billion euros were effected in 2020,
while 32 thousand direct debits accounted for 2.1 million euros. In contrast, the monthly average value
of remittances amounted to 1.5 million euros for sent (national and international) and 7.2 million euros for received international remittances.
Indicators of the number and value of payment transactions effected without the payment order use
Payment transactions performed without payment order are transactions initiated by a payment service provider (a bank) to transfer funds from a transaction account and to the transaction account of
the payment service user, based on the user’s contractual obligation.
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In 2020, the total number of payment transactions effected without payment orders amounted to 15.9
million, with a total value of 1.5 billion euros.
Compared to the previous year, the number of effected transactions increased by 32%, while the value
of these transactions decreased by 7% (Table 2.14).
Table 2.14

Number of payment transactions
2018
I Payment transactions effected without
the payment orders use (1+2)

2019

Payment transactions value in million euros
Index
2020/2019

2020
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Number and value of payment transactions effected without the payment orders use, 2018–2020

2018

2019

2020

Index
2020/2019

19,113,425

11,986,877

15,856,931

132

3,276.3

1,621.5

1,502.2

93

1. Transaction account credit*

3,968,776

1,369,593

2,556,067

187

1,901.8

995.1

826.7

83

2. Transaction account debit**

15,144,649

10,617,284

13,300,864

125

1,374.5

626.4

675.5

108

Indicators of the number and value of cash payments and withdrawals
In 2020, the total number of effected cash transactions amounted to 5,621,605, of which 3,696,326
were cash payments, while 1,925,279 referred to
cash withdrawals. Observed year-on-year, the
number of cash payments was 18% lower, and
the number of cash withdrawals decreased by 9%
(Table 2.15).

Graph 2.31
Cash payments and withdrawals trend,
2017–2020

Table 2.15
Number of cash payments and withdrawals, 2017–2020
Number of payment transactions
Payment transactions

Q1
2020

Q2
2020

Q3
2020

Q4
2020

Index
2020/2019

Total 2017

Total 2018

Total 2019

1. Cash payments

4,755,096

4,405,642

4,509,615

915,945

763,115

1,009,422

1,007,844

3,696,326

82

2. Cash withdrawals

1,599,386

2,249,339

2,107,579

466,920

417,023

466,679

574,657

1,925,279

91

Total 2020

71

Central Bank of Montenegro Annual Report 2020

Graph 2.32

In 2020, the total value of effected cash payment
transactions (cash payments and cash withdrawals) amounted to 3.5 billion euros. Cash payments amounted to 2.1 billion euros, and cash
withdrawals amounted to 1.4 billion euros. Compared to 2019, the value of cash payment transactions was 21% lower, while the value of cash withdrawals was 8% lower (Table 2.16).

Cash payments and withdrawals trend,
in euros, 2017–2020

Table 2.16
Cash payments and withdrawals, 2017–2020
Value of payment transactions
Payment transactions

Total 2017

Total 2018

Total 2019

Q1
2020

Q2
2020

Q3
2020

Q4
2020

Total 2020

Index
2020
2019

1. Cash payments

2,610,314,943 2,613,968,282 2,708,321,174

516,471,143

438,195,793

596,497,180

584,931,484 2,136,095,601
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2. Cash withdrawals

1,135,540,337 1,595,480,808 1,545,235,938

355,539,075

273,850,161

365,055,249

433,917,182 1,428,361,668

92

Indicators of the number of payment card-accepting devices
The collected data show that, at the end-2020, there were 459 ATMs, 14,781 POS terminals, and 2,792
e-money card terminals in the Montenegrin market (Table 2.17).
In the first three quarters of 2020, the number of ATMs and e-money card terminals rose linearly only
to decline in Q4. The number of POS terminals with e-money function rose linearly in 2020.
Observed year-on-year, the number of ATMs decreased by 12%. The number of POS terminals increased by 1%, and the number of e-money card terminals increased by 10%.
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Table 2.17
Report on the number of payment card-accepting devices
Number
Payment card-accepting devices
1. ATMs

Q2
2020

Q3
2020

Q4
2020

End2020
balance

End2019
balance

End2018
balance

End2017
balance

Index
2020
2019

527

530

549

459

459

522

494

402

88

527

530

549

459

459

522

493

n/a

88

1.2. ATMs with a cash deposit function

16

10

10

10

10

8

9

n/a

125

1.3. ATMs with a credit transfer function

108

108

108

102

102

107

64

n/a

95

17,018

17,319

17,292

14,781

14,781

14,608

16,293

12,215

101

16,781

17,066

17,039

14,553

14,553

16,916

16,035

n/a

86

258

274

274

249

249

284

277

n/a

88

2. POS terminals
2.1. POS terminals with a card payment function
2.2. POS terminals with a cash withdrawal function
2.3. POS terminals with an e-money payment function

8,010

8,053

7,775

6,547

6,547

8,341

7,686

n/a

78

2,575

2,648

2,661

2,792

2,792

2,547

2,154

n/a

110

3.1. E-money card-loading and unloading terminals

2,575

2,648

2,661

2,792

2,792

2,547

2,154

n/a

110

3.2 E-money card accepting terminal

2,554

2,627

2,640

2,771

2,771

2,526

2,135

n/a

110

3. E-money card terminals
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1.1. ATMs with a cash withdrawal function

Q1
2020

Indicators of payment cards use
At end-2020, a total of 462,88537 payment cards
were registered in Montenegro regardless of the
number of functions. This number recorded a 3%
y-o-y decrease (Graph 2.33).

Graph 2.33
Comparison of the number of issued payment
cards (plastic) irrespective of card functions
number, 2018-2020

Observed by function, cards with payment function recorded the highest number of 455,098 at
the end-2020, followed by cards with cash payments/withdrawal function in the amount of
451,396, and cards with e-money function with
7,746 (Table 2.18).

37

Total number of cards (plastic) - number of cards issued by payment service providers irrespective of card functions
number.
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Table 2.18
Number of issued payment cards, 2018-2020
End-2018
balance

Payment cards
1. Cards with a cash function (payments/withdrawals)

412,571

2. Cards with a payment function

End-2019
balance

End-2020
balance

Index
2020/2019

462,043

451,396

98

416,516

456,149

455,098

99,77

2.1. Debit cards

397,347

420,018

417,862

99

2.1.1. Visa

182,045

185,318

171,676

93

2.1.2. Master card

213,340

233,389

245.061

105

2.1.3. Other

1,962

1,311

1,125

86

10,901

11,454

12,385

108

347

218

183

84

2.2.2. Master card

9,542

10,382

11,438

110

2.2.3. Other

1,012

854

764

89

2.3. Credit cards

32,565

58,838

29,205

50

2.3.1. Visa

15,040

13,552

11,304

83

2.3.2. Master card

16,262

40,737

13,543

33

1,263

4,549

4,358

96

10,065

11,991

7,248

60

7,380

9,006

6,525

72

2.4.2. Master card

1,623

1,970

723

37

2.4.3. Other

1,062

1,015

0

10,733

12,190

7,746

64

437,621

476,054

462,885

97

2.2. Cards with a delayed debit function
2.2.1. Visa

2.3. Other
2.4. Cards with a credit and/or delayed debit function
2.4.1. Visa

3. Cards with an e-money function
4. Total number of cards (regardless of the number of card functions)

Graph 2.34
Comparison of the number of issued
payment cards, by function, end-year 2018,
2019, and 2020

Observed by function, the number of all cards
decreased compared to 2019 (Graph 2.34).
The number of issued payment cards to legal entities and entrepreneurs and natural persons in
the total issued payment cards regardless of the
number of functions on the card (plastic) showed
that 450,740 or 97.4% were issued to natural persons. In comparison, 12,145 or 2.6% were issued
to legal entities and entrepreneurs.
Payment cards issued to natural persons accounted for the highest share of 97% in the total
number of issued cards. The ratio of cards with
the e-money function was not predominant with
natural persons and it stood at 30.5% to 69.5% to
natural persons (Table 2.19).
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Table 2.19
Number of issued payment cards to legal persons, entrepreneurs and natural persons, end-2020
Payment cards

Legal persons and
entrepreneurs

Natural
persons

Total

% of legal persons
and entrepreneurs

%
natural persons

9,248

442,148

451,396

2.05%

97.95%

9.783

445,315

455,098

2.15%

97.85%

6,817

411,045

417,862

1.63%

98.37%

938

11,447

12,385

7.57%

92.43%

2,940

26,265

29,205

10.07%

89.93%

588

6,660

7,248

8.11%

91.89%

3. Cards with an e-money function

2,361

5,385

7,746

30.48%

69.52%

4. Total number of cards
(regardless of the number of card functions)

12,145

450,740

462,885

2.62%

97.38%

2.1. Debit cards
2.2. Cards with a delayed debit function
2.3. Credit cards
2.4. Cards with a credit and/or delayed debit function

The total number of payment transactions effected in Montenegro by cards with payment function
amounted to 23.4 million, while the value of transactions amounted to 511.9 million euros. It was 23%
higher compared y-o-y observed by number, and 17% higher observed by the payment transactions
value.
Of the total number of payment transactions with payment function, 21.2 million was initiated at
physical POS terminals, while 2.2 million were initiated remotely (Table 2.20 and Graph 2.35).
Graph 2.35
Number structure and value of payment transactions effected in Montenegro
with payment cards with a payment function, 2020

The predominant share of 99.99% in the total number of payment transactions initiated remotely were
transactions initiated via the Internet, while 0.01% of transactions were initiated via mobile phone.
The total number of e-money transactions amounted to 69.4 thousand or 58% more compared yearon-year.

75

Implementation of the CBCG Policy in the Reporting Year

1. Cards with a cash function (payments/withdrawals)
2. Cards with a payment function
(except cards with an e-money function)
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Table 2.20
Number and value of payment transactions effected in Montenegro, 2018–2020
Payment transactions effected in Montenegro
Number
2018
1. Payment cards with a payment function
1.1. Debit cards
1.2. Cards with a credit and/or delayed debit
function
1.3. Credit cards
1.4. Cards with a credit and/or delayed debit
function

Value
2019

2018

Number
2019

2020

Number
%

15,710,872 19,043,609 406,001,053 436,645,940 23,438,391

Value
2020

%

511,972,643

Value

Index 2020/2019
123

117

13,855,383

16,911,804

346,008,265

376,585,232

21,197,779

90%

451,774,254

88%

125

120

1,082,905

1,397,643

27,016,830

31,565,499

1,569,552

7%

34,284,420

7%

112

109

713,585

673,980

30,343,465

26,010,664

643,194

3%

24,669,608

5%

95

95

58,999

60,182

2,632,493

2,484,545

27,866

0%

1,244,361

0%

46

50

18,319,445

393,778,009

414,499,265

21,224,502

91%

464,134,013

91%

116

112

9%

47,819,073

9%

306

216

47,806,112 99.9%

307

218

158

146

Of total payment transactions with payment cards with a payment function
1.1.1. Initiated at a physical POS
1.1.2. Initiated remotely

15,376,459
334,413

724,164

12,223,044

22,146,675

2,213,889

333,423

720,273

12,080,709

21,912,075

2,213,627 99.99%

990

3,891

142,335

234,600

262

2. Total payment transactions using e-money

32,895

43,795

638,962

818,290

69,405

2.1. Cards on which e-money can be stored
directly

21,187

32,412

566,299

666,685

32,359

47%

648,075

54%

99.8

97

2.2. From e-money account

5,708

11,383

72,663

151,605

37,046

53%

544,501

46%

325

359

1.1.2.1. Via the Internet
1.1.2.2. Via mobile phone

0.01%

32,518 0.07%
1,192,576

The total number of payment transactions effected in Montenegro by cards with payment function
amounted to 2.9 million, while the value of transactions amounted to 115.7 million euros and it was
29% lower compared y-o-y observed by number and 39% lower observed by the payment transactions
value.
Of the total number of payment transactions with payment function, 2.3 million was initiated at physical POS terminals, while 630.8 thousand were initiated remotely (Table 2.21 and Graphs 2.36 and
2.37).
The predominant share of 96% in the total number of payment transactions initiated remotely were
transactions initiated via the Internet, while 4% of transactions were initiated via mobile phone.
Table 2.21
Number and value of payment transactions effected outside of Montenegro, 2018–2020
Payment transactions effected outside of Montenegro
Number

1. Payment cards with a payment function
1.1. Initiated at a physical POS
1.2 Initiated remotely
1.2.1. Via the Internet
1.2.2. Via mobile phone
2. Total payment transactions using e-money

76

Value in euros

Number

2018

2019

2018

2019

2020

3,450,806

4,165,734

171,676,348

190,577,438

2,959,094

2,791,459

3,419,404

135,526,436

154,536,635

2,326,662

%

Number
Value in
euros

%

Value

Index 2020/2019

2020
115,678,111

71

61

79%

90,607,519

78%

68

59

659,347

746,330

36,149,912

36,040,803

630,849

21%

24,683,591

22%

85

68

634,984

711,840

34,793,192

34,385,425

603,736

96%

24,217,989

97%

85

70

24,363

34,490

1,356,720

1,655,378

28,696

4%

852,604

3%

83

52

50,905

117,782

1,248,335

2,666,240

77,626

66

63

1,685,109

Graph 2.36
Number structure and value of payment transactions effected outside Montenegro
with payment cards with a payment function, 2020
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Graph 2.37
Number structure and value of payment transactions effected in Montenegro
with payment cards with a payment function, 2020

Observed by the terminal location and the payment card issuer, a total of 24 million payment transactions were executed at the terminals in Montenegro with cards issued by the payment service provider
from Montenegro in 2020 or 18% more compared to 2019. Payment transactions effected with the payment cards issued by a provider outside of Montenegro amounted to 3 million, or 64% less compared
y-o-y. A total of 4.5 million payment transactions were effected at terminals outside Montenegro with
cards issued by payment service providers from Montenegro (Table 2.22). It was 4% less compared
year-on-year.

77

Central Bank of Montenegro Annual Report 2020

Table 2.22
Payment transactions effected according to the terminal location and the payment card issuer
Payment transactions
Number
2018
1. Total payment transactions at terminals of the
payment service providers with cards issued by
payment service providers from Montenegro
1.1. Cash withdrawals at ATMs
1.2. Cash withdrawals at ATMs
1.3. POS transactions
1.4. Transactions of e-money loading/unloading
stored on a card with an e-money function
1.5. Payment transactions using cards with an
e-money function
2. Total transactions at terminals of the payment
service providers with cards issued by payment
service providers outside of Montenegro

Value
2019

2018

Number

Number
2019

2020

%

16,625,689 20,362,451 693,581,553 857,066,969 24,009,301
48,932

130,973

13,789,957

66,782,969

67,042

Value
2020

%

906,977,269
0.28%

45,118,916

3,786,321

3,960,248

430,077,105

475,725,427

4,202,857 17.51%

509,895,980 56.22%

16,165,328

249,276,397

295,809,268

19,726,207 82.16%

351,676,869 38.77%

3,925

2,946

268,168

279,915

2,468

0.01%

128,624

0.01%

10,610

102,956

169,926

18,469,390

10,727

0.04%

180,767

0.02%

8,390,994 469,307,245 581,544,395

3,002,883

234,580,884

2.1. Cash withdrawals at ATMs

1,055,072

1,101,564

212,357,198

229,199,737

469,673 15.64%

126,685,693 54.01%

2.2. POS transactions

4,656,902

7,289,430

256,950,047

352,344,658

2.533.210 84.36%

107,903,583 45.99%

4,702,544 201,249,650

215,869,115

4,525,458

176,333,424

3. Total payment transactions at terminals outside of
Montenegro with cards issued by payment service
providers from Montenegro
3.1. Cash withdrawals at ATMs
3.2. POS transactions
3.3. Payment transactions using cards with an
e-money function

4,132,277
427,431

252,647

53,138,207

44,091,562

3,665,184

4,394,553

147,362,159

170,776,535

39,662

55,344

749,284

1,001,018

400,696

8.80%

47,153,828 26.50%

4,095,495 90.40%

129,787,383 73.20%

36,574

0.80%

618,556

Index 2020/2019

118

106

36

40

96

82

4.98%

12,775,901

5,711,974

Value

0.30%

2.2.2.4. Payment institutions, agents of payment service providers, and e-money
institutions
In line with the Payment System Law, the CBCG issues/revokes licences to payment institutions for
providing payment services. In addition, it issues approvals to e-money institutions for e-money issuing, supervises payment service providing and electronic money issuing, registers/deletes payment institutions, e-money institutions and agents of payment service providers in the appropriate registers.
At the end of 2020, there were three payment institutions and one e-money institution operating in
Montenegro. Payment institutions provided payment services through over 22 agents, while the emoney institution distributed electronic money through 36 distributors.
In the reporting year, the CBCG issued a licence to one payment service provider, and at the same time,
revoked the licence to one provider. Moreover, it issued three authorisations for registering agents in
the Register of payment institutions and deleted two agents from the same Register.
Pursuant to the Payment System Law, the supervision of payment institutions and e-money institutions is done off-site, based on data, information and reports that these institutions are obliged to submit to the CBCG and on-site, by inspecting the supervised institutions’ documentation.
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The CBCG focuses its activities on maintaining safe and stable operations and protecting funds of payment service users and e-money holders by monitoring quarterly reports on own funds, and reports
on minimum requirements for own funds, and other reports and information that payment institutions and electronic money that institutions submit under the Law.
To supervise the compliance with regulations governing payment operations, the CBCG performed
three regular on-site examinations in 2020, two inspections of payment institutions and one of the emoney institutions, and three extraordinary targeted inspections.

2.2.2.5. Regulatory activities
The CBCG conducted several important regulatory activities concerning payment operations in 2020.
It adopted a working draft of the Law amending the Payment System Law. Its adoption (scheduled for 2021) will create conditions for further development of payment operations in the country.
Moreover, it will harmonise with the Directive (EU) 2015/2366 on payment services in the internal
market.
It also adopted implementing legislation ensuring the maintenance of safe and stable operations of
institutions through monitoring the level of own funds of payment institutions and e-money institutions. Furthermore, the implementing legislation more precisely defines the term “resident” and
“non-resident”. It also regulates the special treatment of transaction accounts in banks’ status changes
to facilitate their operations in these cases. Moreover, it prescribes non-obligatory use of seals by companies to reduce business barriers, following the recommendation of the Government of Montenegro’s
Competitiveness Council. In addition, to improve the monitoring and analysis of payment transactions by payment service users, the new implementing legislation established more detailed reporting
forms.
The CBCG gave opinions and answered the submitted requirements concerning the payment system
regulations.

2.2.2.6. Enforced collection
In 2020, a significant share of the CBCG activities involving payment system aimed at efficient performance and further improvement of enforced collection activities that the CBCG performs under the
Law on Enforcement and Securing of Claims.
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During the inspections of payment institutions and electronic money institutions in 2020, it disclosed
irregularities in implementing the Payment System Law and bylaws in individual cases. Therefore, it
imposed measures against these payment institutions and e-money institutions in the form of warnings. In addition, due to the non-compliance with regulations, the CBCG issued a decision to revoke
the licence to one payment institution.
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Enforced collection - key indicators
Based on data from the Central Registry of Transaction Accounts maintained by the Central Bank under the Payment System Law, of 76,364 legal persons and entrepreneurs, 18,846 or 24.7% were blocked
as at 31 December 2020, with the amount of frozen assets reaching 771.2 million euros (Annex 1, Table
10).
In 2020, a total of 31,992 bases for the enforced collection were entered in the enforced collection database, which is the year-on-year decrease of 25.6% (Annex 1, Table 11).

2.2.3. Payment systems oversight
Key activities of payment system monitoring in 2020 referred to the CBCG payment system oversight.
The basis for oversight includes sectoral and intersectoral procedures adopted in December 2018. One
of the key monitoring tools is the Business Intelligence Payment System (BIPS) software solution for
monitoring various aspects of payment statistics in the CBCG Payment System. Its use began in late
2019. The monitoring was mainly conducted through BIPS and by analysing specific data and documents.
In addition to the abovementioned activities, the CBCG monitored the implementation of the recommendations given within the Assessment of the CBCG Payment System from 2014/2015 and regulatory
and other activities related to the payment system oversight in the region, especially at the EU level.
The key activity of the payment system oversight function in the forthcoming period will be the assessment of the CBCG Payment System according to the Principles for Financial Market Infrastructures. It is a significant missing project of the oversight function and subject to recommendation by
several international bodies.

2.2.4. International reserves management
The CBCG manages international reserves38 in line with monetary policy, ensuring the smooth fulfilment of Montenegro’s obligations abroad. Guided by the principles of liquidity and investment security and to achieve the highest possible profitability, the CBCG made appropriate decisions and performed activities defined by the adopted investment strategy in 2020. The most significant risks related to the international reserves portfolio have been continuously monitored to ensure timely response
to changes and adjustment to the current market situation. In addition, all due foreign liabilities were
settled, and correspondent relations with foreign partners were continuously developed.
The total of the international reserves funds’ portfolio in foreign accounts comprises available liquid
and investment portfolios and funds with the IMF.

38
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The management of available international reserve funds in foreign accounts is done in accordance with the Central
Bank of Montenegro Law, and in line with the commitments defined in the acts adopted by the CBCG Council: CBCG
Policy and the Guidelines for the CBCG policy implementation, secondary legislation regulating the area of management
of international reserves, as well as corresponding conclusions of the Council.

The available portfolio funds, used to provide daily liquidity, are held in the accounts with selected
central banks and commercial banks. Liquid portfolio funds were invested in deposits with maturity
up to six months and securities with initial maturity up to one year within the selected index. The USD
portfolio was invested with the Federal Reserve Bank of New York under the Automatic Investment Arrangement, which the CBCG concluded with this institution.

The investment portfolio mostly includes the available for sale portfolio and a smaller share of the
held-to-maturity portfolio. The investment portfolio funds are invested in sovereign securities, the
securities of supranational institutions and provinces, securities of government agencies, and German
covered bonds.
The IMF funds are funds related to Montenegro’s membership in the IMF and are not actively managed. Other assets include those paid to the Property Administration, which are also not actively managed due to the specific nature of these assets.
At the end-2020, the available and liquid portfolio accounted for 60.7% of the Central Bank’s international reserves portfolio. Moreover, 28.4% referred to the investment portfolio and 5.6% referred to the
operating portfolio. The remaining 2.4% and 2.9% were funds allocated in accounts with the IMF and
other funds, respectively.
Observed by the currency structure of international reserves, the main share was in euros (94.65%).
The USD share was 2.92%, and the SDR share was 2.43%.
The amount of total international reserves funds in foreign accounts as at 31 December 2020 amounted to 1.59 billion euros, representing an increase of almost 15% year-on-year.
Graph 2.38
International reserves funds in foreign
accounts by basic types of investments,
on 31 December 2020

Graph 2.39
International reserves on foreign accounts
in 2020 (in million euros)
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The operational portfolio, which has a limited amount, consists of corporate bonds of the financial
sector from a defined index with a maturity longer than those at the liquid portfolio. They may be used
for liquidity purpose. In 2020, there was no need to sell these securities for liquidity needs.
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The ECB main refinancing interest rate was 0.00%, the deposit rate equalled 0.00%, the deposit facility rate was -0.50%, while the overnight rate at which banks can borrow funds from the Eurosystem
was 0.25%. The latest changes in the refinancing interest rate and the rate at which banks can borrow
funds from the Eurosystem overnight happened in March 2016. The deposit facility rate was changed
in September 2019.
The most relevant rates for the CBCG were Eonia and Euribor rates up to six months, both for the
banks it cooperates with and the level of risk it was willing to take.
During 2020, starting from the Eonia rate to the one-year Euribor, these rates were permanently in the
negative zone at the international money market due to the continued ECB’s expansionary monetary
policy. It means they were below the ECB’s main refinancing interest rate. Graph 2.40 shows the trend
of these rates.
Graph 2.40
Market interest rates (Eonia, Euribor-weekly, monthly, quarterly, 6-month, and 12-month rate)
and ECB refinancing interest rate, 1 January - 31 December 2020

Source: Bloomberg

Graph 2.41 shows that the difference between the 3-month EURIBOR and the 3-month EONIA swap in
2020 stood at some 5 basis points, on average39. The spread ranged from the highest of 31 basis points
recorded in April to the lowest of 8 basis points recorded in the first half of December. This spread is
useful as a banking system stress indicator. Its decline and entry into the negative zone indicate high
confidence in the banking system and/or a low short-term risk level.
39
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The spread between Euribor 3m and Eonia swap 3m shows the difference between borrowings on 3-month period and
reinvesting of cash overnight during 3-month period. Higher value of spread between these two rates shows that the risk
grows.

Graph 2.41
Spread between Euribor 3m and Eonia swap 3m, 1 January - 31 December 2020
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Source: Bloomberg

All rates on deposit placements offered to the CBCG from both commercial and central banks were
negative during the reporting period.
The trend of these rates and the overall global money and capital markets situation affected the CBCG
results in 2020. The average yield rate that the CBCG earned on the total portfolio was 0.22%.
Table 2.23 shows an overview of the annual average yield rates on invested funds in the past five years.
Table 2.23
Annual yield rate on primary placement categories, 2016-2020
Category
EUR deposits
USD deposits

2016

2017

-0.18%

2018

-0.33%

2019

-0.32%

2020

-0.32%

-0.24%

0.33%

0.88%

1.82%

2.18%

0.28%

-0.09%

-0.26%

-0.08%

-0.20%

-0.23%

Trading securities

0.37%

0.48%

0.67%

1.16%

1.02%

Held to maturity
securities

4.44%

4.65%

4.84%

4.84%

1.44%

-

-

-

-

0.11%

Short-term securities

Operating portfolio
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COVID-19 pandemic was the primary and dominant factor that influenced all trends in 2020. The
pandemic impact and the implementation of the adopted measures on the CBCG portfolio resulted in
declining rates of all its segments.
Despite the chaos it initially caused in the financial markets, the pandemic had a partly positive effect
in the first half of the year because of unified positions in certain aspects of the EU functioning. It was
reflected in the ECB’s first decision to set up a 750 billion euros PEPP (Pandemic Emergency Purchase
Programme), almost instantly halting a confidence drop and a dizzying drop in prices in the European
market in mid-March. This decision resulted in a slow but steady bond prices uptrend. Within its efforts to protect the euro and by appealing to policymakers, the ECB provided additional support to
EU Member States’ fiscal policy programmes. The first support worth 540 billion euros was activated
in June. Subsequently, the ECB presented the Recovery Fund of an additional 500 billion euros. The
PEPP programme increase at the December ECB meeting by 500 billion euros to 1.85 trillion euros to
absorb government bond issues and keep long-term rates low, and its extended duration until March
2022, did not impact the euro significantly.
In managing international reserves, the following risks are continuously monitored: market, credit
and liquidity risk.
Monitoring of market risk means its identification, measuring and control. The (ex-post and ex-ante)
analyses cover absolute and relative risk measures such as VaR, Tracking Error, Sharpe ratio and the
like. These analyses define maximum loss with a probability level of 95%, market volatility, and the
risk taken by portfolio managers when managing international reserves portfolio. These data enable
making timely decisions regarding the portfolio and its structure.
As a market risk type, interest rate risk is separately monitored through duration at the portfolio level.
The Guidelines determined possible portfolio duration deviation against the selected benchmark duration.
Credit risk monitoring and examination is also an important category in the risk management process. It primarily refers to the risk of a counterparty bank’s or financial instrument issuer’s default.
Long-term and short-term ratings are monitored as a credit risk indicator. In addition to the banks’/
issuers’ ratings, Outlook and Credit Watch are also monitored. Credit rating data and reports are taken
from rating agencies S&P, Moody’s and Fitch. Credit default swaps (CDS) are used as an additional risk
monitoring measure in commercial banks.
Adequacy of a government as the securities issuer is reflected in that country’s economy size, its public
debt level, and long-term credit rating. To wit, all countries’ fundamental macroeconomic indicators
are monitored and analysed thoroughly. The monitoring of supranational institutions, government
agencies, provinces, and other quasi-government agencies is based on the issuers’ long-term rating
and financial soundness analysis.
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2.2.5. Vault
In 2020, the CBCG continually monitored the balance and cash flows and assessed cash needs to provide adequate quantity and denomination structure of euro banknotes and coins for the needs of the
CBCG clients and higher efficiency in cash operations.
Total cash turnover with foreign countries in 2020 amounted to 223.9 million euros, being 7.9 million
euros or 3.7% more than in 2019. Buying cash from foreign banks in the total amount of 202.9 million
euros recorded the annual increase of 181.9 million euros (866.2%), caused by an increased demand
for cash by banks, particularly in H1 due to the current pandemic. Selling of cash totalling 21 million
euros recorded an 89.2% decline or a 174 million euro annual decline due to decreased payments by
banks in 2020.
In 2020, cash turnover in euros with the CBCG clients amounted to 321 million euros. Compared to
2019, it decreased by 9.6 million euros or 2.9% (Graphs 2.42 and 2.43). Outgoing cash payments (227.9
million euros) increased by 147.1 million euros or 182.1%. In comparison, incoming cash payments
(93.1 million euros) decreased by 156.8 million euros or 62.7% compared to 2019.
Graph 2.42

Graph 2.43
Outgoing payments in cash

Incoming payments in cash
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Liquidity risk is monitored permanently, and the investment policy itself mainly focuses on assessing this risk. The selection of investing instruments and the counterparty banks’ reputation mostly
contributes to the liquidity needs implementation. The limitations were set referring to the minimum
level of securities issuing and the issuers’ rating, which guarantees appropriate security marketability. The available portfolio that includes all available overnight funds (O/N) on foreign accounts was
set to provide daily liquidity. When defining the operating portfolio, it is indicated that it is intended
to provide liquidity. If the liquid and available portfolio lacks sufficient funds to provide liquidity
and/or the liquid portfolio contains deposits that are unfavourable to reschedule and/or short-term
securities that are unfavourable to sell at a given time, the sale of securities from the operating portfolio is allowed.

Central Bank of Montenegro Annual Report 2020

In 2020, the sale of commemorative coins amounted to 21,036.00 euros and recorded a year-on-year
decrease of 27.7%.
In 2020, some 144,500 blank bills of exchange were sold, the total proceeds amounting to 274,550.00
euros or 76,700 blank bills of exchange or 145,730.00 euros less than in 2019. Due to lower demand
from banks, sales of bills of exchange decreased in quantity and value by 34.7% compared to the
previous year, which can be understood to result from the economic activity decline due to the pandemic.
In 2020, the CBCG also performed frozen foreign currency deposit payout in the reporting year, i.e.
the payout of converted FFCD bonds for the needs of the Ministry of Finance of Montenegro. There
were 273 payouts (49.4% less than in 2019) with a total value of 214.8 thousand euros (76.2% less than
in 2019).
To prevent counterfeiting and in addition to quality and efficient technical analysis of suspicious money, the National centres (the National Counterfeit Centre (NCC), National Analysis Centre (NAC), and
Coins National Analysis Centre (CNAC), conducted other activities these being: active participation in
negotiation chapter 32 - Financial control, monitoring EU and ECB acquis, improvement of cooperation and information exchange with international institutions dealing with the issue of counterfeiting, cooperation with domestic institutions to prevent the occurrence and distribution of counterfeits,
preparation and carrying out 3 trainings for cash handlers, 10 testing of cash handling devices, inspection of cash handlers in the part of applying cash handling standards, processing data and updating the database with all relevant details about the processed counterfeits pursuant to the Protocol
on Cooperation with the Supreme State Prosecutor`s Office and the Police Directorate, and monthly
submitting of databases of detected counterfeit money in electronic format.
Graph 2.44
Number of submitted requests for technical
analysis of banknotes and coins, 2019 and 2020
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Based on the submitted requests, a total of 546
reports on technical analysis of currency were
made in 2020 (184 reports on technical analysis
of banknotes and 362 reports on technical analysis of coins). In 2020, the number of submitted
requests recorded a decrease of 39% compared to
2019 (Graph 2.44).

In 2020, 12,138 pieces of suspicious banknotes and coins were subject to technical analysis and the
results are shown in Table 2.24.
Table 2.24
Statistics of executed technical cash analysis
Analysis findings

Authentic
banknotes

Total value

Euro banknotes

151 pieces

EUR 12,900.00

US dollar banknotes

20 pieces

USD 1,200.00

GBP banknotes

2 pieces

GBP 15.00

Euro coins

9,420 pieces

EUR 18,250.50

Euro banknotes

206 pieces

EUR 48,980.00

GBP banknotes

9 pieces

GBP 45.00

Euro coins

2,330 pieces

EUR 4,366.50

Implementation of the CBCG Policy in the Reporting Year

Detected
counterfeit
money

Number

The value and the number of processed euro counterfeits in 2020 decreased by respective 47% and
14% compared to 2019 (Graphs 2.45 and 2.46). In the currency structure of total counterfeits that were
processed, the euro made up 99.77%.
Graph 2.45
Value of counterfeited euro banknotes
and coins, 2019 and 2020

Graph 2.46
Number of pieces of counterfeited euro
banknotes and coins, 2019 and 2020
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In the structure of total pieces of euro counterfeits
processed in 2020, 2% referred to euro banknotes,
while 98% referred to euro coins (Graph 2.47).

Graph 2.47
Structure of counterfeit euros, 2020

In the total number of processed euro counterfeits in 2020, the largest share referred to counterfeits of 2-euro coins (8,887 pieces) or 93%
(Table 2.25). The largest share of counterfeits in
terms of value was also of 2-euro coins (17,774.00
euros or 57%).
Compared to 2019, counterfeits of 500-, 200-,
100-, 50-, 20-, 5- euro banknotes and 2-euro
coins decreased, while 1- and 0.50- euro counterfeits increased.
Table 2.25
Overview of euro counterfeits processed in 2020
Denomination
Pieces
Share in %

500

200

100

50

20

10

5

2

1

0.50

Total

8

10

28

68

33

4

0

8,887

420

113

9,571

0.08

0.10

0.29

0.71

0,34

0.04

0.00

92.85

4.39

1.18

100

The quality analysis of counterfeit euro banknotes showed that 77% were counterfeits of very good
quality and good to very good production and good quality, 21% were counterfeits of moderate to good
production and moderate quality, while 2% were counterfeits of poor quality (Graph 2.48).
The same number of counterfeit euro banknotes and coins was detected in the central region (93
pieces or 61%) and southern regions of Montenegro (52 pieces or 34%). In comparison, 6 pieces or 4%
of counterfeits were detected in the northern region (Graph 2.49).
Graph 2.48
Counterfeit euro banknotes by quality
of production, per piece
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Graph 2.49
Detected counterfeit banknotes by regions
in Montenegro

2.2.6. EU accession and cooperation with international financial institutions
During 2020, the CBCG continued cooperation with international institutions and organisations and
other central banks, which has become more intense and significant over the years in achieving key
CBCG objectives. It refers to obligations of the CBCG’s meeting of the EU membership requirements
and the communication with the key international financial institutions and organisations, primarily
the IMF and the World Bank.
Implementation of the CBCG Policy in the Reporting Year

2.2.6.1. Activities of the Central Bank in the process of accession to the EU
In 2020, the Central Bank continued its active participation in the process of Montenegro’s accession
to the European Union. As members of the working groups for negotiations for the chapters chaired by
the CBCG (4 - Free movement of capital, 9 - Financial services and 17 - Economic and Monetary Union)
and in which it has a significant role (18 - Statistics and 32 - Financial Control), the CBCG representatives participated actively in the work and the preparation of documents and materials important to
successfully continue the EU membership negotiation process.
In drafting the Economic Reform Programme 2021-2023, as the most important strategic document in
the economic dialogue with the European Commission and EU Member States, the CBCG participated in preparing the segment concerning the medium-term macroeconomic framework and defining
measures for implementing the recommendations of the May 2020 Ministerial Dialogue concerning
the financial sector.
Moreover, the CBCG continued to actively participate in preparing the Economic Reform Programme
of Montenegro 2020-2022 and other national strategic and planning documents. In that sense, to harmonise the legislative framework with the relevant acquis communautaire, it continued to implement
the previously determined obligations from the Programme of Accession of Montenegro to the EU
(PAM) 2020-2022. It also participated in preparing the contributions to the European Commission’s
Annual Report on Montenegro for 2020 in the part of the negotiation chapters concerning the Central
Bank’s competence.
The CBCG representatives participated in the meetings of the bodies established to monitor the implementation of contractual obligations under the SAA. Thereby, during 2020, the CBCG experts prepared materials for the meetings of the Sub-committee for Internal Market and Competition, the Subcommittee for Economic and Financial Issues and Statistics, and the Stabilisation and Association
Board, which were held in virtual format due to the pandemic.
Moreover, the CBCG representatives continued to participate in the work of the Economic and Financial Dialogue concerning the preparation of Joint Conclusions from the Economic and Financial Dialogue between the EU and the Western Balkans and Turkey held in May 2019.
In 2020, through regular visits and continuous communication, the CBCG continued intensive cooperation with institutions and bodies of the European Union and the central banks of EU Member
states. Concerning this, the ECB and the EC representatives visited the CBCG. Also, senior management of the Central Bank continued the High Level Dialogue with the ECB conducted annually with
central banks of the EU candidate countries that started the negotiation process. Due to pandemiccaused circumstances, the High Level Dialogue meeting was done in virtual format.
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As a result of intensive communication between the CBCG and the ECB, and later other central banks
in the region, the Governing Council of the European Central Bank decided in June 2020 to establish
a new financial instrument, the EUREP. It provides liquidity to central banks that are not the euro
area members in the conditions of market disturbances caused by the pandemic. In a case of need, the
EUREP enables Montenegro to receive funds to support systemic liquidity in the amount of up to 250
million euros.
Through various technical cooperation forms, the CBCG continued its activities to strengthen and
further build institutional and administrative capacities with a strong EU support. We particularly
highlight the EU support through projects supported by EU IPA funds.
Thus, in May 2020, the CBCG the CBCG received support for equipping Data Centre from the preaccession IPA 2016 assistance for meeting the requirements of the Negotiation Chapter 9 – Financial
Services. The Project aims to improve the Data Centre (DC) operation conditions. It will increase the
information system’s reliability and availability and create conditions for the smooth functioning of
the CBCG`s IT infrastructure in line with applicable EU standards and best practice.
Since March 2019, the CBCG has been a beneficiary of the regional project titled “Programme for
Strengthening the Capacities of Central Banks in the Western Balkans with a view to the Integration
to the European System of Central Banks” managed by the Deutsche Bundesbank with the ECB support and involcing 19 national central banks. The Project aims to strengthen monetary and financial
stability in the region and prepare beneficiary institutions for future membership of the ESCB. Due to
the pandemic, all project activities from April to November 2020 were temporarily suspended. Therefore the European Commission approved extending the project until December 2021.

2.2.6.2. Cooperation with the International Monetary Fund and other international
financial institutions
The Central Bank’s cooperation with international financial institutions and organisations, especially
with the International Monetary Fund (IMF), has intensified due to the COVID-19 pandemic and its
impact on the global economy in 2020.
Due to the pandemic, the CBCG has been in very frequent communication with the IMF Mission to
Montenegro since March 2020. During this period, the IMF received data and information on the
economy’s current state and measures taken by the CBCG and state authorities of Montenegro to prevent or limit the infection spread and the pandemic’s adverse consequences on the economy and the
financial sector.
On 24 June, the IMF Executive Board approved 83.7 million USD (74 million euros) of emergency support to Montenegro to mitigate the pandemic crisis effects, which weakened the Montenegrin economy and created urgent financial needs. The support was approved within the so-called Rapid Financing Instrument (RFI). It is approved in case of market disturbances, natural disasters, conflicts and
post-conflict situations, without the need to prepare an economic programme or review.
High CBCG officials participated in the Spring Meeting and the Annual Meetings of the IMF and the
World Bank, held in the virtual format in 2020. During the meetings, they discussed most current is-
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sues related to preserving human health in a pandemic, the state and prospects of the economy and
the financial system, and ways to overcome the current crisis.
The CBCG management held a virtual meeting on the same topics in November with the new executive director of the Belgian-Dutch constitution in the IMF, representing Montenegro’s interests in the
Board of Directors.

The CBCG’s cooperation with the World Bank group in 2020 was marked by many activities of the
CBCG in meeting the conditions for approving the second policy-based guarantee in the area of fiscal
and financial resilience (PBG2). Following the visit of CEO Koen Davidse to the CBCG in January 2020,
the World Bank Board of Directors approved the said guarantee of 80 million euros (USD 90 million)
in March 2020. The Programme supported reforms for fiscal sustainability and greater resilience of
the financial sector, in line with the Fiscal Strategy 2017-2020 and the Economic Reform Program
2019-2021 of the Government of Montenegro.
The CBCG also participated in a global study on financial technology regulation during the pandemic,
conducted by the World Bank in collaboration with the Cambridge Centre for Alternative Finance.
Due to the pandemic, bilateral technical cooperation with other partner central banks was of lower intensity compared to previous years and in a virtual format. During 2020, two already mentioned technical support programmes were implemented with the Bundesbank and the Croatian National Bank.
At the same time, the CBCG actively followed the work of international financial institutions and organisations, central banks and regulatory authorities, and participated in the research and projects
they implemented.

2.2.7. Human resources management
Activities on improving the knowledge of employees continued in 2020. However, employees’ professional development was on a somewhat reduced scale and mainly through online programmes due to
the circumstances caused by the pandemic.
In this respect, a total of 40 employees attended 27 professional development programmes, while the
number of individual participations at the programmes was 55. In 2020, 10.8% of the total number of
employees had taken the opportunity for professional training, which is an annual decrease of 10.5
percentage points.
The total number of organisers of professional development programmes was 15, which is 35 fewer
than in 2019.
Table 2.26 gives an overview of the most significant partners of the CBCG in the area of professional
development during the reporting year.
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As a part of technical assistance, the IMF mission for external sector statistics visited Montenegro in
January 2020.
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Table 2.26 40
The most significant partners of the CBCG in the area of professional development40
Organiser

Number of programmes

IMF/Joint Vienna Institute/CEF

6

European Banking Authority (EBA)

4

Center for Excellence in Finance – CEF

3

Banque de France

2

Institute of Internal Auditors of Montenegro

2

Banca D’Italia

2

De Nederlandsche Bank

1

European Commission

1

Pricewaterhouse&Coopers

1

Institute of Certified Accountants of Montenegro

1

Economic Faculty of the University of Zagreb

1

Table 2.27 shows the number of employees and the numbers of professional development programmes
in 2020.
Table 2.27
Overview of the number of employees by organisational units and the number of professional
development programmes attended in 2020
Number of
employees

Number of
programmes

Department for Financial Stability, Research and Statistics

7

5

Banking Supervision Department

6

6

5

3

4

2

Internal Audit

4

3

Directorate for Finances, Accounting and Controlling

4

1

Directorate for Human Resources

3

2

Payment System Department

2

3

CBCG Vault

2

2

Directorate for Communication

2

2

Directorate for International Cooperation and European Integration

1

1

IT Department

/

/

Banking and Financial Operations Department

/

/

Directorate for Security, Investments and Service

/

/

Organisational unit

Directorate for Operational Risk Management, Information Security and
Business Continuity
Directorate for Supervision of AML/CFT Compliance and Financial Consumer
Protection

40
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Department for Financial Services Supervision

/

/

Directorate for Legal Affairs

/

/

Money Museum

/

/

Governor's Office

/

/

Centre for Macroeconomic and Financial Research and Forecasts

/

/

Directorate for Credit Institutions Resolution

/

/

The table does not show the programmes jointly organised by several institutions.

Structure of CBCG employees
The education structure of the CBCG employees
is extremely favourable since some 75% of employees have a university education, 19% hold a
Master’s degree, and 3.3% have a Doctor’s degree
(Table 2.28 and Graph 2.50).

Graph 2.50
Educational structure of the CBCG employees
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Table 2.2841
Educational structure of the CBCG employees41
Educational structure of the CBCG employees

Number of employees

%

12

3.3

Ph.D. / Doctor’s degree
Master’s degree

70

19

University degree

193

52.3

College degree

5

1.3

Secondary education

80

21.7

Primary and lower vocational education

9

2.4

TOTAL

The age structure (Table 2.29 and Graph 2.51)
shows that the highest number of employees was
in the category from 35-45 years with a share of
36%, while there were no employees under 25
years of age. Gender structure shows that 60% of
employees were women.

41

369

Graph 2.51
Age structure of CBCG employees

As at 31 December 2020.
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Table 2.29
Gender and age structure of the CBCG employees
Number of
employees

%

Men,%

Women,%

/

/

/

/

25 to 35 years

75

20.3

8.7

11.6

35 to 45 years

133

36.1

14.4

21.7

Age structure of CBCG employees
Under 25 years

45 to 55 years

78

21.1

8.1

13

Over 55 years

83

22.5

8.9

13.6

TOTAL

369

40.1

59.9

2.2.8. Public relations and transparency
During 2020, in the circumstances caused by the COVID-19 pandemic, the CBCG remained consistent
with the policy of transparent informing the public about all aspects of its functioning and regularly
and intensively maintained communication with the media and other interested public. Recognising that the pandemic poses a risk to the banking sector’s health and resilience in addition to human
health, the CBCG sought to contribute to raising awareness and improve understanding of its position
and role in crisis through intensive and continuous cooperation with the media. The Central Bank
paid special attention to the communication through increased public information on passed temporary measures to mitigate the adverse pandemic effects on the financial system.
It held the communication directly and indirectly, through press releases, press conferences, guest appearances in informative television shows, and answering to media inquiries and questions from the
interested public, received through the official e-mail of the CBCG. Also, the section with answers to
questions related to the CBCG measures to mitigate the adverse effects of the pandemic was regularly
updated on the website (www.cbcg.me/en/public-relations/information/faq).
The media predominantly covered the topics referring to the application of measures that the CBCG
continually developed in order to mitigate the adverse effects of the pandemic on the national economy and the financial system, primarily involving the credit registry, loans and banking sector’s operations, macroeconomic data and projections, enforced collection, deposits, interest rate trends, payment system, foreign direct investments, etc.
The CBCG published numerous regular and periodical publications during the reporting year, which
comprise the most significant information on economic developments both in the country and internationally. These include the CBCG`s Annual Report, Financial Stability Report, Price Stability Report,
the CBCG Macroeconomic Report, the CBCG Bulletin, and working papers and thematically selected
books.
Moreover, the CBCG publishes the Journal of Central Banking Theory and Practice in the English language, which has a reputation and character of an international journal indexed in 34 international
databases. The main goal of the Journal is publishing scientific and professional articles from the
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domain of theoretical and practical aspects of central banking, monetary policy, including banking
and supervisory issues. The Journal is published three times a year. A special edition was published
in 2020.
All publications of are published on the CBCG`s website, while annual reports, the Journal of Central
Banking Theory and Practice, and books issued by the CBCG are available in hard copy as well and
submitted to all interested institutions.

2.2.9. CBCG as a socially responsible institution
The CBCG bases its business operations on the principles of a socially responsible institution. It is prepared to contribute fully to resolving issues that are important for the entire community. In this sense,
numerous activities contribute to fulfilling this role of the CBCG, with continuous and good cooperation with the employer’s union and a responsible attitude towards the employees.
It donated 100,000 euros to the National Coordination Body for Infectious Diseases and 25,000 euros
to the Clinical Centre of Montenegro for purchasing respirators. The Independent Employer’s Union
of the CBCG donated 5,000 euros to the account of the National Coordination Body for Infectious Diseases and 2,000 euros through the online platform http://www.aplauzmedicinarima.me for purchasing protective equipment for health workers. Moreover, the CBCG employees donated 6,500 euros for
the same purpose.
The CBCG paid 5,000 euros to the account opened by the Montenegrin Red Cross to help Croatia after
the devastating earthquake as a sign of solidarity and to help mitigate the earthquake consequences.
The CBCG initiates and implements numerous activities aimed at promoting financial education.
In February, the Financial Stability Council formed the National Committee for the Development
of Financial Education whose task is to determine the Proposal of the Financial Education Development Programme in Montenegro. The Operational Team consisting of the representatives of all SFS
member institutions, including the CBCG, implemented activities on determining the Proposal of
the Financial Education Development Programme in Montenegro. These activities are carried out
within the technical assistance programme for financial education, implemented with the financial
support of the Dutch Ministry of Finance, and coordinated by the Organisation for Economic Cooperation and Development (OECD). This five-year Programme that includes Montenegro and six
other countries (Bulgaria, Croatia, Georgia, Macedonia, Moldova and Romania) provides technical
assistance that primarily supports developing a national programme for financial education and its
implementation.
The traditional campaign to celebrate the Global Money Week that contributes to strengthening financial literacy and spreading financial knowledge and skills held every March in Montenegro was not
organised in 2020 due to the pandemic-imposed constraints.
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The CBCG regularly updated its website (www.cbcg.me) in cooperation with relevant organisational
units with a view to increasing the institution`s transparency.
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In October 2019, the CBCG organised the sixteenth “Savings Week” in cooperation with commercial banks. This time, the traditional campaign was adjusted to the current epidemiological situation.
Thus, in addition to donating the first savings to a savings account for children born from 31 October
to 6 November 2020 in Montenegro, the CBCG prepared video presentations “Money and Savings” for
primary and secondary school students during that week. In cooperation with the Ministry of Education, it delivered these presentations to all primary and secondary schools in Montenegro.
The CBCG awarded the CBCG Annual Award in 2020 that is traditionally presented on 11 April on
the Day of the Central Bank of Montenegro. It is aimed to both stimulate the development of scientific
thought and promote young professionals in Montenegro. The Annual Award was established in 2007
and is granted for the best diploma, master`s and doctoral theses in banking and monetary policy and
theory. The Award consists of the plaque and the cash prize of 4,000 euros for the best doctoral thesis,
3,000 euros for the best master’s thesis, and 2,000 euros for the best diploma thesis.
Due to the 2020 pandemic, the Money Museum worked at a reduced capacity and was closed to the
public in Q2 and Q4. The CBCG carried out activities on supplementing its numismatic collection.
The permanent exhibition “Money in Montenegro” has been supplemented with information panels
relating to the period from the pre-monetary period to the introduction of the euro as a legal tender.

2.3. Activities on supporting efficient implementation of the main
CBCG functions
2.3.1. Risk management in CBCG in the function of policy pursuit
Adequate managing of the institution and efficient implementation of the CBCG primary functions is
the process that has been continually improving since its establishment. An efficient and effective risk
management system represents important support to the CBCG risk management system.
In this particularly challenging year due to the pandemic, the CBCG continued regular risk management pursuant to the Policy and the Methodology for Operational Risk Management of the Central
Bank, which are in line with the Eurosystem/ESCB framework and ISO 31000 standard. Moreover,
the Policy and Methodology for Managing the Business Continuity of the Central Bank is harmonised
with the BCM framework of the Eurosystem/ESCB and the ISO 22301 standard.
In 2020, the Business Impact Analysis (BIA) was updated, and a specific plan related to the pandemic
scenario was prepared.
The CBCG has timely started with adequate measures and activities to ensure business continuity
since the beginning of the pandemic. The Central Bank’s Business Continuity Plan established a flexible way of organising work in the changing conditions of the pandemic through the separation of
employees into teams and remote work, where possible.
Under the CBCG’s Information Security Policy and the Information Security Risk Management Methodology, harmonised with the international standard ISO/IEC 27001 and good practice in central
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banks, information security risks were regularly monitored. To raise its information security level,
especially considering the significant trend of growing cyber risk globally, the CBCG further improved
its data protection system. Also, it undertook continuous activities aimed at raising the employees’
awareness about information security.
Internal software was used to monitor and report on operational and information security risks.

The IT infrastructure upgrading of both system and user segments continued in 2020 to ensure the
system’s efficiency, reliability, and performance and provide guaranteed IT service availability.
Several activities were implemented to upgrade the hardware and software information system resources on which critical services are performed. The CBCG procured adequate hardware resources
and migrated the virtual server infrastructure to the new system platform. It also migrated the main
banking system and the enforced collection system to a new system platform. The activities for migrating the CBCG Payment System to the new system platform have been prepared. In addition, the
CBCG installed a passive computer network for the needs of the new Data Centre at the main CBCG
location and replaced some active components of the computer network with new devices.
Moreover, to support its plans to obtain the status of a qualified provider of certification services for
electronic transactions for legal entities and individuals in Montenegro in line with the Law on Electronic Identification and Electronic Signature, the CBCG started to implement the project of issuing a
qualified digital certificate with a timestamp.
To rationalise and optimise the use of information technology resources, the CBCG concluded activities on implementing the system for centralised printing of documents.
As part of the continuous work on maintaining an appropriately high level of its information system
security, the CBCG implemented a solution that further improves security during a remote user access
to the CBCG’s information system. It also conducted to implement additional external email traffic
protection mechanisms. Moreover, under the implemented pilot project, it initiated activities to improve the security event management system. Regular internal penetration testing of the information
system was also conducted.
In 2020, significant activities were implemented to improve the IT services management system.
Thereby, the CBCG conducted activities on improving a part of existing work processes with their
automation through an appropriate software solution aligned with the ITIL set of recommendations/
guidelines and best practices in this area.
Due to the pandemic, the IT Department provided significant support to employees in providing conditions for their working from home.
The CBCG put into operation a new subsystem for receiving and processing reports on own funds
of payment institutions and electronic money institutions submitted pursuant to the Decision on
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2.3.2. IT activities of the Central Bank in the function of policy pursuit
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own funds of payment institutions and the Decision on own funds of electronic money institutions.
To improve the Credit Registry operations and products, new products have been created for supervisory needs that are especially important for the continuous process of off-site supervision of banks.
In addition, a large number of predefined reports have been created per reporting institutions and at
the system level.
Under the Decision on interim measures to mitigate the adverse impact of the communicable disease
COVID-19 epidemic on the financial system, the Credit Registry subsystem provides records of indebtedness of clients to whom the reporting institutions approved the moratorium. Under the Decision, a
new method of calculating interest for the used bank reserve requirement funds was provided.
Due to taking Payment System data for the needs of the Ministry of Public Administration and the
project of the national system for administrative fees collection in accordance with the work programme of the Government of Montenegro and the Law on Electronic Administration, internet service for taking data on administrative fees collection was created. The system was submitted to the
Ministry of Public Administration for testing.
The CBCG completed activities relating to a part of the project of integrating reporting systems of the
Main Banking Application with the Classification of Information. The project’s objective is to automatically mark the level of secrecy and classification level on all reports created from the Main Banking Application.
Several activities related to improving the Enforced Collection System and the Operational Risk Management subsystem were implemented to improve specific application systems. The existing bank reporting forms were modified and the new ones were created following the amendments to the legislation. Moreover, the reporting forms that the CBCG submits to the IMF were modified, and additional
controls were implemented in the data processing process.

2.4. CBCG’s financial performance in 2020
2.4.1. Statement of financial performance of the CBCG for 2020
The CBCG operated successfully in 2020. It recorded a net result of 5.12 million euros due to efficient
managing of its assets.
CBCG Income
In 2020, the CBCG recorded a total income42 of 18.67 million euros, an increase of 11.90% in relation to
the plan and a 1.93% increase year-on-year. Higher financial income and operating revenues contributed most to the increased income than that initially planned.
42
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Total income of the CBCG is divided into two categories: financial income (21.92%) and operating income and other income (78.08%).

Graph 2.52
Structure of total CBCG income in 2020

The most important item of the financial income, interest income (lending interest, interest on securities held for sale and deposit interest), amounted to 3.35 million euros. It was 35.98% higher compared to the 2020 plan yet 5.03% lower than in 2019. The year-on-year decline is a result of a further
extremely severe plunge of interest rates on the international financial markets.
Gains from impaired allowances from expected credit losses amounted to 384.22 thousand euros and
they related to gains from impaired allowances for securities. Namely, in accordance with the IFRS
9, the CBCG assesses impairments of financial assets, i.e. value adjustment using the expected credit
losses (ECL) model to forecast future loss.43 They recorded a negative 77.7 thousand euros in 2020 as
losses from impaired allowances for expected credit losses amounted to 461.90 thousand euros.
Gains from the sale of financial assets amounted to 66.28 thousand euros and they covered gains on
the sale of securities measured at fair value through other comprehensive income (OCI).
Other financial income amounted to 296.60 thousand euros, compared to 562.67 thousand euros in
2019.44 This income refers to interest income on Ministry of Finance deposits. This year-on-year decrease resulted from a strategy change in managing available funds by the Ministry of Finance and
withdrawing funds directly to the State Treasury. It resulted from interventions to mitigate the pandemic effects on the population and the real sector.

43

Gains or losses from impaired allowances are recognised in the gains or losses statement in the amount of expected
credit losses (or cancellations) required to adjust the allowance for impairment at the reporting date to the amount to be
recognised.

44

Based on the managing the Ministry of Finance funds, the CBCG incurs an expense based on a negative interest rate,
which is then reimbursed by the same Ministry.
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Financial income amounted to 4.09 million euros in 2020, being 27.49% above the plan yet 9.05%
lower than reported in 2019. The reason was the increase in interest income, gains from abolished
impaired allowances for expected credit losses, and revenues from the sale of financial assets. On the
other hand, lower income was caused by lower interest income due to the special portfolio’s maturity.
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Total operating income and other income amounted to 14.58 million euros. They were 8.19% higher
than planned and 5.57% higher than in 2019, with an unchanged price policy for services the CBCG
provides to its clients.45
The CBCG recorded a total fee income of 12.91 million euros, which is an increase of 1.75% in relation
to the plan and the annual increase of 2.94%.
Fee income for payment system services amounted to 6.89 million euros or 5.43% and 7.20% above
the plan and the fee income in 2019, respectively. The increase in these revenues compared to the plan
and the previous year is mostly due to increased revenues from fees for transfer of funds to the Main
Treasury Account and fee income on overnight balances on banks’ transaction accounts in RTGS.
However, there was a decrease in fee income for the transfer of funds in the RTGS and DNS systems. It
points to the negative impact of the pandemic - a decrease in the country’s economic activity and rising unemployment, which affects the number of orders in the payment system.
Fee income for cash services amounted to 363.86 thousand euros or 5.47% more than planned and
6.56% less than in 2019. The increase compared to the plan resulted from higher fee income for cash
payments from clients’ accounts. Compared to the previous year, the decrease mostly resulted from
lower fee income for cash payments to clients’ accounts. Since the costs for purchasing and buying
of currency amounted to 120.72 thousand euros, the overall net effect was positive in the amount of
243.13 thousand.
Fee income for executing enforced collection amounted to 637.11 thousand euros, 13.59% below the
plan and 17.01% less than in 2019. The decrease in these revenues in relation to the plan and the comparative period was mostly the result of lower revenues from the issuance and execution of orders for
enforced collection and calculation of interest on executed titles due to restrictions produced by the
pandemic crisis.
Fee income for the fiscal agent operations amounted to 1.35 million euros, 6.04% above the plan and
4.25% less in relation to 2019. The increase in this income group compared to the plan was caused
mainly by the rise in fee income for servicing foreign debt.
Fees for banking supervision, licences and approvals amounted to 3.17 million euros or 0.29% above
the plan and 9.76% more than in 2019, due to increased bank assets value.
Income from service fees for the Regulatory Credit Registry of the CBCG amounted to 479.59 thousand
euros compared to 643.01 thousand in 2019, or 22.73% below the plan and 25.41% less in relation to
2019 as a result of fewer queries.
Fee income for the payment system oversight and supervision of payment institutions amounted to
16.18 thousand euros (13.00 thousand in 2019) due to higher income from annual fees for the payment
system oversight and fee income for supervision of payment institutions.

45

100

Operating income and other income include fee income, income from specific fees, income from operating lease, income
from sale, and other income.

Income from specific fees (fees from transfers via the CBCG foreign account, conversion fees) amounted to 478.01 thousand euros and it recorded growth both in relation to the plan and 2019. The growth
of these revenues mostly resulted from higher revenues from fees for transfer through the CBCG account held abroad (fee for transfer of funds to the account held abroad under the Agreement on the
exchange of funds, at the request of commercial banks and state institutions).

Income from the sale of precious metals, blank bills of exchange, and fixed assets amounted to 271.18
thousand euros, 30.11% below the plan and 35.69% less than in 2019. It was mostly due to lower revenues from the sale of bills of exchange. There was no revenue from the sale of fixed assets and intangible assets in the reporting year.
Other income amounted to 622.93 thousand euros. These revenues include dividend income according to the ownership structure in the CSCD Jsc. Podgorica, donation of equipment by the European
Union for the CBCG backup location in Žabljak, interest income on housing loans at fair value, income
from payment by the European Commission for BCI, income from museum activities, fee income for
giving opinions and other income.
CBCG Expenses
In 2020, total expenses46 amounted to 13.55 million euros, which is 5.78% below the plan due to lower
execution of financial expenses and operating expenses. They were 0.43% lower in relation to 2019 due
to a decrease in financial expenses.
Graph 2.53
Structure of total expenses in 2020

46

Total CBCG expenses are divided into two key groups: financial expenses (12.98%) and operating expenses (87.02%).
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Income from rent amounted to 259.22 thousand euros and it includes income from operating lease
of the CBCG business premises (investment properties). The slight decrease compared to the plan resulted from the reduction of rent for four tenants in the second half of 2020 due to the unfavourable
pandemic impact on their business.
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Financial expenses refer to losses on disposal and impairment of financial assets, negative FX differentials and other financial expenses. In 2020, financial expenses amounted to 1.78 million euros
or 18.60% below the plan. They were 18.60% lower year-on-year and 27.18% lower than planned. The
decrease compared to the plan, and compared to the previous year, is the result of lower financial expenses based on negative interest on deposits and securities and a decrease in losses from sales and
impairment of financial assets.
Losses from sale and impaired value of financial assets in 2020 amounted to 499.58 thousand euros.
They referred to losses from the sale of securities measured at fair value through other comprehensive
income, losses from increased provisioning for expected credit losses for securities, and losses from
increased provisions for expected credit losses for financial assets measured at amortised cost.
The negative net effect of exchange rate differences for 2020 amounted to 16.87 thousand euros.
Other financial expenses referred to financial expenses for paying a negative interest rate on deposits and securities. Other financial expenses amounted to 1.24 million euros in 2020. They referred
to financial expenses for the negative effective interest rate on long-term and short-term securities
measured at fair value through OCI executed in the amount of 287.60 thousand euros, and financial
expenses for negative interest rate on deposits at AC executed in the amount of 955.23 thousand
euros.
Operating expenses47 in 2020 amounted to 11.79 million euros or 1.46% less in relation to plan, and
3.00% more compared to 2019. The decrease compared to the plan resulted from lower employee costs
and administrative and operating costs.
Fee expenses amounted to 257.98 thousand euros, and they were 22.85% higher than planned and
48.70% higher in relation to 2019. Their increase compared to the plan and last year is mostly the result
of higher costs of fees to foreign banks for depositing cash due to increased needs of the Vault during
the epidemic to timely supply the banking sector with cash, as well as custody accounts maintenance
and other fees.
Employee expenses (gross wages and salaries, other personal income, fees for increased employee expenses, other employee expenses) amounted to 8.44 million euros, 3% below the plan and 1.66% more
than in the previous year.
Fees for increased employee expenses48 amounted to 65.19 thousand euros, being 82.21% below the
plan. These fees mostly relate to the costs of business travel and professional training of employees.
Due to the pandemic, most of the business trips during 2020 were cancelled. The planned events were
realised through webinars, which generally do not represent a cost for the CBCG.

102

47

Operating expenses include expenses for fees and commissions, employee expenses, administrative expenses, operating
and other business expenses.

48

These costs include travel allowances, professional training, insurance of employees, allowances for separated life and
accommodation costs, professional education.

Administrative expenses amounted to 617.59 thousand euros in 2020, 18.29% below the plan and
14.02% less than in 2019. All categories of administrative costs (stationery, energy, utilities, intangible
services, and fees to other natural persons, etc.) were lower than in the previous period, except for other materials, due to the procurement of materials necessary to protect employees from the pandemic.

Other operating expenses for 2020 totalled 752.39 thousand euros and they were higher than planned
and those incurred in 2019. The reason for higher execution of these costs was significant donations
based on humanitarian activities to mitigate the pandemic impact and recording losses due to impairment of tangible and intangible assets related to impairment of total investment property under
IAS 40, in accordance with the Report on assessment of the immovable property value (investment
property), which determined the fair value of investment property by an authorised appraiser. Due to
the adverse effects of the pandemic on the similar real estate prices, the fall in market value below the
current book value caused the recording of this loss.
CBCG Net profit
In 2020, the CBCG`s net profit amounted to 5.12 million euros. It is determined in accordance with the
International Financial Reporting Standards (IFRS).

2.4.2. CBCG Balance sheet as at 31 December 2020
As at 31 December 2020, total assets and liabilities of the CBCG amounted to 1.88 billion euros or 20.30% more than at end-2019. Total assets and liabilities of the CBCG show continual
growth over the multiannual period.

Graph 2.54
Total assets and liabilities, thousand euros,
2010–2020

The structure of total assets reveals that 15.46%
referred to cash and demand deposits, and
27.69% referred to deposits placed with foreign
banks. Some 40.38% referred to financial assets
measured at fair value through OCI. The remaining 16.47% of assets referred to financial assets
measured at amortised cost (AC), financial equity instruments measured through OCI, funds
with the IMF, loans and advances, receivables,
tangible and intangible assets, and other.
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Operating expenses amounted to 1.72 million euros or 9.07% less than planned, yet 3.85% more than
in 2019. Compared to the plan, the reduction in these costs mainly resulted from lower property maintenance, fleet maintenance and insurance, hardware maintenance, and intangible assets maintenance
costs.
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Graph 2.55
Structure of CBCG balance sheet assets, at 31 December 2020

The structure of balance sheet liabilities as at 31 December 2020 shows the year-on-year growth due to
the increased amounts on the accounts of the Government and other organisations and obligations to
the IMF. Total liabilities increased 20.88%, while total capital increased by 8.52% y-o-y.
Graph 2.56
Structure of CBCG balance sheet liabilities as at 31 December 2020
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2.4.3. Statement of changes in capital as at 31 December 2020
As at 31 December 2020, the total capital of the CBCG amounted to 80.18 million euros, which represents an 8.52% increase in relation to end-2019.
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The initial capital amounted to 50.0 million euros at 30 December 2020 and recorded a growth of
6.38% y-o-y. The capital increase was recorded in accordance with the Decision of the CBCG of 30
March 2020, which increased the initial capital from general reserves in the amount of 3.00 million
euros. This decision fulfilled the obligation set out in Article 2 paragraph 1 of the Central Bank of
Montenegro Law, according to which the CBCG has the initial capital of 50.00 million euros.
As at 31 December 2020, the general reserves of the CBCG amounted to 571.69 thousand euros.
Special reserves amounted to 635.37 thousand euros as at 31 December 2020.
Revaluation reserves for property, plants and equipment amounted to 15.29 million euros as at 31
December 2020.
Independent external auditor, audit firm Deloitte d.o.o. Podgorica, gave a positive opinion on the
CBCG financial statements, emphasising that “the attached financial statements give a true and fair
view, in all material respects.”
Profit for distribution, determined in accordance with the provisions of the Central Bank of Montenegro Law of 5.12 million euros, was distributed in the manner set out in the Law, as follows:
• general reserves: 50% or 2.56 million euros;
• special reserves: 10% or 511.77 thousand euros, and
• the Budget of Montenegro revenues: 40% or 2.05 million euros.
The coronavirus pandemic and its social and economic impact, visible at all levels of business, have
caused circumstances that require further analysis of balance sheet items. The professional accounting public pointed out that the development of these events may lead to significant changes in the book
value of certain categories of assets and liabilities in the legal entities’ balance sheets. For this reason,
the CBCG performed additional analysis and valuation of bookkeeping positions in 2020. Based on
the application of expert knowledge and models, it evaluated the impact effects. The applied analysis
to the CBCG balance sheet positions may conclude that the CBCG can absorb a high degree of negative
impact arising from the COVID-19 pandemic (Annex 2).
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3.1. Forecast of Macroeconomic Indicators
3.1.1. 2021 Inflation Forecast
The average annual CPI inflation amounted to -0.3% in 2020, which was below the average annual CPI
inflation measured in the euro area countries (0.3%). The fall in consumer prices last year was a result
of a decline in aggregate demand due to coronavirus pandemic, as well as the significant reduction of
oil prices in the international market.

Graph 3.1
Montenegro’s CPI forecast for 2021

Source: CBCG, 2021
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The pandemic resulted in a negative inflation rate in April when the consumer price index recorded
a drop of 0.9%. The largest decline in annual inflation of -1.0% was recorded in May. Reduced economic activity and limited consumption opportunities influenced the extension of deflationary inflation trends until the year-end, when the annual inflation measured by consumer prices amounted
to -0.9%. The highest contribution to the fall in consumer prices for the period January - December
2020, was given by the prices in the category of transport (negative impact of 0.7 percentage points)
and housing, water, electricity, gas, and other fuels (negative impact of 0.1 percentage points), as well as
hotels and restaurants (negative impact of 0.1 percentage points).
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The Fan Chart of inflation in Montenegro, based on the ARIMA model assessment for 2021, indicates
that there is a 90% probability that the CPI inflation will range between -0.9% and 2.7%, depending on the month, with the central projection at 1.23%. Inflation projected for end-2021 ranges
between 1.1% and 2.6%, with the central projection at 1.8%. The Fan Chart central projection (the
darkest part) represents a 10% probability span (Graph 3.1).
The projected growth of the inflation rate mainly reflects the base effect, i.e. the weakening effect of
a significant drop in oil prices in 2020, caused by the reduction of global oil demand during the pandemic. The risks related to the projected inflation rate shown on the fan chart are symmetrically set.
Risks in terms of achieving the projected inflation rate relate to the oil and food prices trend. Also,
the prices trend in the following period will be affected by the pace of recovery of domestic demand.
The forecast is based on the following assumptions:
1. After a sharp drop in oil prices in the international market in 2020, the expectations of international institutions indicate that demand and oil prices will recover quickly and achieve significant growth (around 35%49). The expected rise in oil prices will largely affect the increase
in inflation this year.
2. The projection assumes mild inflationary pressures coming from our major trading partners.
In the projected period, we primarily expect mild inflationary pressures from the euro area.
According to the ECB’s50 March forecast, inflation in the euro area will be 1.5% this year. Inflation growth in 2021 is largely attributed to statistical factors that do not have a lasting effect,
thus the inflation is expected to fall to 1.2% in 2022. Low inflation rates are expected in most
countries in the region.
3. It is assumed that the prices of raw materials, excluding energy, will grow slightly in 2021 in
relation to the previous year.
4. The projection assumes an increase in the prices of domestic food and agricultural products
by up to 10%.
5. Pursuant to the Law on Excise Taxes, the excise duties on tobacco and tobacco products, alcohol and alcoholic beverages, carbonated beverages with added sugar, as well as excise duties
on sugar, coco,a and ice cream products will increase.
Deviation from any of the abovementioned parameters would require the forecast correction.
The expert assessment of inflation is similar to the model estimate expecting that the inflation will
range from 0.75% to 2.75% in 2021.
Table 3.1
Expected inflation rate in 2021
Lower inflation threshold

Central projection

Upper inflation threshold

0.75

1.75

2.75

Source: CBCG, 2021
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49

Source: ECB (2021): ECB staff macroeconomic projections for the euro area, March 2021.

50

Source: ECB (2021): ECB staff macroeconomic projections for the euro area, March 2021.

This inflation assessment is based on the same assumptions as the model estimation and the change
of some of the assumptions would require the forecast adjustment.

3.1.2. Montenegro’s GDP projection for 2021
According to preliminary Monstat data, Montenegro`s GDP, based on quarterly estimates for 2020,
amounted to 4,193.2 million euros, which is an estimate of a real decline in GDP of 15.2%51 in relation
to 2019. Other than Q1 2020 when, according to preliminary Monstat data, real growth of 2.6% was
recorded, other quarters of 2020 saw declines of 20.3%, 26.9%, and 7.5%, respectively. The CBCG estimates based on quarterly data show a larger decline.

All international organisations forecast the recovery of the Montenegrin economy in 2021. Their assessments of GDP growth for Montenegro in 2021 range from 5% to 9%.
Table 3.2
International financial institutions’ assessments of Montenegro’s GDP in 2021, in %
Institution

Estimated growth rate in
2021

IMF

9.0

EBRD

5.0

UN/DESA

5.9

European Commission

6.8

World Bank

7.1

Vienna Institute

5.0

Source: Websites of selected institutions

In 2021, the pandemic is hampering the functioning of the international economy, aggregate demand
is still affected by measures aimed at containing the spread of the virus, and new strains of the virus
are raising protection concerns and increasing uncertainty.
The CBCG projections indicate growth in 2021, which largely reflects the baseline effect. The GDP rate
will depend on the pace of recovery, i.e. the duration of the pandemic, the availability of vaccines and
inoculation of the population, as well as the degree of improvement of activities in the tourism sector
and in investments.

51

The data are preliminary until September 2021, when the final annual GDP data for 2020 will be published.
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According to projections of international organisations, due to high sensitivity of the tourism sector, Montenegro recorded a larger decline in GDP than the average economic decline recorded in the
region in 2020. As per the European Commission estimates, Montenegro`s economy fell at a rate of
14.3%, whereas the World Bank and the IMF estimated respective GDP drops of 12.4% and 12% in
relation to 2019.
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Given that economic trends this year will depend on the epidemiological situation, the growth rate
will be exposed to risks, i.e. the economic recovery could be slower than expected if the pandemic and
its negative effects continue. Therefore, we designed two scenarios for 2021 as follow: (a) a realistic scenario (with a reduced pandemic impact) and (b) a lower growth scenario (with a prolonged pandemic
impact).
a) Assuming a strongly controlled epidemic and high immunisation of the population before the start
of the main tourist season, the projection indicates that the Montenegrin economy could reach GDP
growth of 7.5%.
The estimated growth is based primarily on the recovery of tourist spending, compared to the very low
base in 2020. We assumed in the projection that total revenues from tourism will amount to 55% of revenues generated in 2019, which was a record year in terms of these revenues. The growth of tourism activity will have multiplier effects on activity in the transport, trade and other service activities, which
will stimulate the economic recovery. In addition, the recovery of the economy will be influenced by
the expected positive trends in countries in the region and the EU, our main foreign trade partners.
Table 3.3
GDP forecast for 2021, real scenario
Estimated share in
2020 (%)

Projected growth
rates (%)

Contribution to
GDP

Personal household spending

79.6

4.5

3.58

Government spending

22.6

0.0

0.00

Gross fixed capital formation

27.6

6.5

1.79

GDP categories

Change in supplies

5.0

0.0

0.00

Visible and invisible exports

25.8

42.5

10.94

Visible exports

9.7

12.0

1.17

Invisible exports

16.0

61.0

9.77

Visible and invisible imports

60.6

14.5

8.80

Visible imports

48.9

13.0

6.35

Invisible imports

11.7

21.0

GDP

2.45
7.51

Source: CBCG, 2021

Assumptions of GDP projection by consumption side:
• After a sharp decline in household spending in 2020, personal spending is expected to recover
this year and the growth is projected at 4.5%. The growth of turnover from tourism and developments in complementary activities will be the main generators of personal spending growth.
Finally, the expected employment growth, conditioned by the projected GDP growth rate, a
slight increase in earnings, the expected lending activity of banks, and the traditionally strong
growth of remittances will contribute to the recovery of household spending.
• Government spending at the level of the previous year, in accordance with the projection of
the Ministry of Finance and Social Welfare is presented in the 2021-2023 Economic Reforms
Programme.

112

b) Having in mind that the current epidemiological situation, both in our country and globally, impacts growing uncertainty of forecasts, the CBCG prepared a lower economic growth scenario due
to the materialisation of risks related to the pandemic. Specifically, if the immunisation of the population is prolonged, the spread of the new virus strains intensifies, and restrictive protection measures are reintroduced in Montenegro as well as in countries of the region, the EU, Russia and other
countries, the Montenegrin economy will record lower economic growth than previously projected.
This scenario assumes a GDP growth rate of 4.3%.
Table 3.4
The GDP projection for 2021 in a lower growth scenario
GDP categories

Estimated share in
2020 (%)

Projected growth
rates (%)

Contribution to
GDP

Personal household spending

79.6

3.00

2.39

Government spending

22.6

0.00

0.00

Gross fixed capital formation

27.6

4.00

1.10

Change in supplies

5.0

0.00

0.00

Visible and invisible exports

25.8

30.76

7.92

Goods

9.7

9.00

0.88

Services

16.1

44.00

7.04

60.6

11.73

7.10

Goods

48.9

10.00

4.89

Services

11.7

19.00

Visible and invisible imports

GDP

100

2.21
4.31

Source: CBCG, 2021
52

The Montenegrin Foreign Investors Council announced that foreign companies, their members, will not be prevented by
the pandemic from investing 1.5 billion euros by 2022.
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• Investment growth of 6.5%. The planned investment projects52 are expected to continue this
year especially in the tourism sector, which will consequently have a positive impact on the
construction sector. The projection assumes the completion of the first section of the highway,
which will have a smaller impact on investment spending, as these are the final works. However, according to the Ministry of Finance and Social Welfare expectations, the planned increase
in the capital budget will contribute to the growth of investments in the public sector.
• Strong growth of visible and invisible exports of 42.5% is driven by the recovery of visible exports due to the stabilisation of prices of export products, as well as the recovery of tourism.
According to projections, the growth of visible exports will be higher in real terms by 12%
compared to 2020, as a result of the expected growth of manufacturing industry and electricity,
and the price stabilisation of products that are exported the most in the international market
(aluminium and electricity). The growth of invisible exports was mostly incited by the expected
recovery of tourism, which is indicated by the interest of tourists in the countries of the region
and from other source markets, such as Russia and Ukraine, as well as the increasingly favourable epidemiological situation in those countries.
• Growth in visible and invisible imports of 14.5% is driven by reasonably high investment-import dependence. Namely, the expected positive trends in the sectors of tourism, construction
and industry will naturally affect the growth of visible and invisible imports.
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With the pandemic intensifying, tourism and the complementary sectors are becoming extremely
sensitive, leading to a reduction in the inflow of foreign tourists and related revenues. In this scenario,
it is assumed that the total revenues from tourism will amount to 40% of the revenues generated in
the record 2019. A slight increase in turnover from tourism in 2021 compared to 2020 will also affect
private consumption, and therefore a lower growth rate of household spending is projected. In addition, uncertainty regarding future developments could slow down investment activity, i.e. lead to the
postponement of a part of investment projects. Therefore, this rate of economic growth assumes a
lower investment growth of 4%, in relation to the previous scenario. Also, a lower level of investments
reduces projected private consumption; therefore, this category also records a lower growth rate (3%)
compared to the previous scenario.
In this scenario, visible and invisible exports will grow, driven by growth in service turnover (44%),
as well as stabilisation and growth of visible exports of up to 9%. The recovery of turnover from tourism and investment activity in relation to the negative rates from 2020, will condition the growth of
imports by some 11.7%.

3.1.3. Projection of other macroeconomic aggregates for 2021
3.1.3.1. Real Estate Market
In 2020, the real estate market recorded negative trends. The expected decline in economic activity,
caused by the coronavirus pandemic, and consequently unfavourable developments in the labour market, as well as the decline in value added in tourism, affected the decline in demand for real estate,
Graph 3.2
which led to price adjustments in this market.
Real estate prices per square metre
in Podgorica

Source: CBCG
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According to the hedonic index obtained from
the Central Bank survey, the average price of a
real estate per square metre in Podgorica was
1,004 euros, showing the year-on-year decline of
3.9%53. In December 2020, the average price per
square meter of a new apartment amounted to
1,007 euros and it was 11.3% lower compared to
the same month last year.
According to a survey conducted by the Central
Bank of Montenegro54, most real estate agencies
recorded a decline in turnover (88%). Most agencies (69%) responded that the price per square
metre remained the same in 2020, whereas 31%
of the surveyed agencies believed that prices fell

53

According to the hedonic index obtained from the Central Bank survey, where the prices do not relate to realised prices,
but these are essentially the subjective prices of the real estate owners, i.e. prices below which they would not be willing
to sell the property they own.

54

As a part of an analysis, some 95 real estate agencies were surveyed, most of which carry out their activities in Podgorica
and the coastal region of Montenegro. Some 18 of 95 respondents responded to the survey.

in relation to 2019. When it comes to the expectations of surveyed real estate agencies for 2021, 56% of
agencies expect real estate prices to fall, while 44% believe that the prices will remain the same.
The crisis caused by the coronavirus pandemic is also specific for the reason that some activities may
remain affected even if the economy starts to recover. If the real estate market supply is analysed, the
construction sector saw a drop in parameters. The liquid potential of this sector in the previous year
amounted to 114.8 million euros, which is a decrease of 16.2% compared to the previous year. Total
loans in the construction sector also fell in 2020 by 6.2% in relation to 2019. If we add to the supply factors the stagnation of interest rates on housing loans, a slight recovery in the labour market, and still
present certain degree of uncertainty caused by the pandemic, we can expect a slowdown in the real
estate market in 2021 and potentially a further decline in real estate prices, as a result of the matching
of supply and demand.

Macroeconomic Forecast for 2021
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CENTRAL BANK POLICY
IN 2021

04

Pursuant to Article 44 paragraph 2 item 1 of the Central Bank of Montenegro Law (OGM 40/10, 46/10,
6/13, 70/17), at its meeting held on 24 December 2020, the Council of the Central Bank of Montenegro
adopted the following
CENTRAL BANK OF MONTENEGRO POLICY IN 2021
I In line with its constitutional accountability for monetary and financial stability and the banking
system functioning, and particularly having in mind the ongoing coronavirus pandemic with significant economic consequences, and in line with the principles of independence and transparency,
with a view to exercising the entrusted powers and responsibilities, in 2021, the Central Bank of
Montenegro (hereinafter: the Central Bank will:

Central Bank Policy in 2021

1. Pursue a policy of preserving monetary and financial stability using available instruments
and measures within its authority and, if necessary, revise temporary measures to reduce
the negative impact of the new coronavirus pandemic on the operations of banks and other
financial service providers and their clients - citizens, entrepreneurs, and businesses, and the
financial system of Montenegro in order to preserve its stability, and especially the stability,
soundness, and resilience of the banking sector. In order to encourage and preserve monetary
stability, it will pursue an active reserve requirement policy based on assessing the effectiveness and efficiency of the existing solutions. It will monitor the effects of introduced macroprudential measures and, if required, implement other monetary and macroprudential policy
instruments. With a view to fostering and preserving of the financial stability, it will carry
out macroeconomic and financial research and forecasts, develop a structural macroeconomic model of Montenegro, improve indicators for assessing financial stability and combating
systemic risks, as well as the crisis management framework. It will encourage and propose
the application of international/European regulatory standards and best practices in the field
of financial stability and monetary policy. It will support the preparation and publication of
scientific and professional papers on current topics in the field of macroeconomics, central
banking, and financial stability;
2. Carry out activities to monitor the implementation of the Law on Credit Institutions and the
pertinent enabling regulations. It will continue with the implementation of the Asset Quality Review (AQR) of the entire banking system. It will continue improving the register of
indebtedness of individuals with credit institutions and other creditors specified in the law
or regulation of the Central Bank (Credit Registry). The Central Bank will harmonize and
improve the off-site banking supervision in accordance with the new legal solutions. It will
continue with the prudent policy of licensing of new banks and approval of changes in shareholder structures of the existing banks, starting from the protection of interests of both bank
depositors and creditors. It will continuously improve stress testing of banks` resilience.
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It will carry out activities in accordance with the Law on Resolution of Credit Institutions and
the pertinent enabling regulations. In order to provide funds for the application of resolution
instruments and resolution powers specified by the law and the relevant regulations, the preconditions will be created for the work of the Resolution Fund. It will cooperate intensively with
the resolution authorities of parent banks and banking groups of subsidiaries in Montenegro.
The Central Bank will undertake activities in order to further improve the system of antimoney laundering and terrorist financing by supervised entities through the development
and implementation of risk-based supervision, as well as assessing risk management by the
reporting entities, especially by banks. It will also continue to cooperate with international
institutions in this area, further improve the framework and implementation of international
standards, as well as continues to actively participate in the delegation of Montenegro to the
Committee of Experts on the Evaluation of Anti-Money Laundering Measures and the Financing of Terrorism (MONEYVAL).
It will continuously carry out activities and take adequate measures to further improve the
rights of financial service users and, with a view to further developing the non-banking financial sector, it will strengthen instruments and mechanisms of on-site and off-site supervision
of microcredit financial institutions, leasing and factoring companies, and companies for the
purchase of receivables, as well as the supervision of the Investment and Development Fund
of Montenegro. It will carry on with the policy of prudent licensing of financial services companies and approval of changes in shareholder structures of the existing founders of financial
service providers.
3. It will support the pursuit of the economic policy of the Government of Montenegro without
prejudice to the attainment of its objectives, constitutional responsibilities, and independence
by implementing measures and instruments contributing to economic recovery, increased
employment, competitiveness and productivity in the function of maintaining financial stability by passing measures aimed at mitigating the impact of the coronavirus pandemic and
fostering economic growth and development.
4. The Central Bank will carry out activities that will ensure the maintenance of a safe and efficient payment system of the Central Bank and in payment system transactions in general.
In order to further improve the payment system, it will continue to implement international
standards, principles, and best practices of modern payment systems functioning. It will continue its activities on the introduction of instant payments in order to ensure simpler and
faster payment transactions and to encourage market competitiveness and/or cost reduction.
Moreover, it will improve the quality of payment systems in Montenegro through the implementation and continuous development of payment system oversight. It will continue to
harmonize with new technologies (FinTech), as well as improve the infrastructure framework
and support the development of digitalization in the field of payments. It will improve the
quality of payment system transactions, especially by conducting effective supervision of
payment transactions in the country, as well as by implementing a prudent policy of issuing
approvals to payment institutions and electronic money institutions.
It will conduct activities on preparing amendments to the Payment System Law (following the
comments by the European Commission) in order to forward it to the adoption procedure. At
the same time, activities will be carried out on the preparation and adoption of the enabling
regulations for the implementation of the amended law.
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It will develop and adopt a set of enabling regulations for the Law on Comparability of Fees
Related to Payment Accounts, Payment Account Switching and Access to Payment Accounts with Basic Features and the Law on Interchange Fees and Special Rules for Card-Based
Payment Transactions.
5. In accordance with the principles of liquidity and investment security, and in order to function efficiently in the financial environment characterized by negative interest rates in the euro
market and more complex circumstances caused by the coronavirus pandemic, the Central
Bank will manage international reserves in accordance with a defined investment strategy.
It will constantly monitor the developments in the international financial market, especially
the credit rating of banks and issuers, both current and potential partners, and, if necessary,
revise the current investment strategy, with the aim of timely directing international reserves
to those entities that provide an improved investment to risk yield ratio. In doing so, it will
consider the introduction of new and the need to reposition existing financial instruments,
as well as cooperation with new foreign partners. It will improve the quality of performing
international payment transactions through the adjustment and implementation of international standards and principles of functioning of modern payment systems. It will provide
quality and efficient performing of tasks of the depositor, banker, and fiscal agent of the public
authorities and institutions, in line with their needs and requirements.

6. Improve the statistics for which it is responsible as the official producer of statistics, with
special attention to be paid to the implementation of international and EU methodologies
(ESA 2010). It will continue testing the new bank reporting system to the CBCG for the needs
of improving monetary and financial statistics and development of new statistical reviews. It
will create reporting requirements for other financial institutions not subject to the Central
Bank`s supervision (investment funds, insurance companies, etc.) for the purpose of compiling the financial sector’s financial account. It will improve the system of direct reporting in
order to raise the quality of the balance of payments, international investment position, and
external debt statistics.
7. Continue to actively participate in the negotiation process of Montenegro with the European Union, work on improving cooperation with the European Central Bank, the European
Commission, and other institutions of the European Union. It will intensify cooperation with
central banks and other international financial institutions and organizations, especially with
the International Monetary Fund and the World Bank. It will develop cooperation with home
supervisors of foreign parent banking groups of subsidiaries operating in Montenegro, as well
as with the key international financial institutions such as the European Bank for Reconstruction and Development, the European Central Bank, and the European Banking Authority
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It will continuously work on a comprehensive and efficient assessment of needs and planning
of optimal quantities and denomination structure of cash necessary for orderly and timely
supply of domestic payment transactions, especially in the situation caused by the coronavirus pandemic. Activities will continue on the protection of the euro against counterfeiting,
as well as cooperation with competent foreign and domestic authorities (European Central
Bank, European System of Central Banks, European Commission, European Centre for Technical and Scientific Cooperation, Supreme State Prosecutor’s Office, and Police Directorate).
Also, the infrastructure will be developed for the needs of improving the work of national
centres for the analysis of euro banknotes and coins, the formation of an adequate and quality
database, as well as improving relations with all cash handlers in Montenegro.
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with a view to synchronising supervisory activities. It will monitor and implement improvements based on international multilateral agreements and adopted banking conventions.
With a view to further improving and aligning its regulatory, institutional and operational
framework with the standards of the European System of Central Banks, it will continue being actively involved in the preparation and implementation of the EU-funded projects. It will
intensify activities on strengthening its administrative capacity and creating conditions for
the future functioning of the Central Bank within the European System of Central Banks and
the European Central Bank.
8. Continue professional development of employees, with particular emphasis on employee participation in training programs organized by relevant international partners, as well as the
Central Bank, including online training programs.
9. By adhering to the highest transparency standards, it will continue providing timely, reliable
and relevant information about all aspects of its operations. It will support raising awareness and economic knowledge in the society with a view to ensuring better understanding of
central banking, the importance of financial stability, and banking system safety. It will pay
special attention to encouraging scientific thought and affirmation of young and professional
staff in Montenegro, as well as to intensifying projects in financial education, financial literacy, and financial inclusion, and the continuation of the projects such as the “Savings Week”
and the “Global Money Week”.
10. It will continue promoting the Money Museum as the institution of cultural and historical
importance and an institution significant for educating the public and promoting the role and
importance of the Central Bank in Montenegro’s financial system. Moreover, it will continue
with activities on collecting the museum material for the purpose of completing its numismatic collection, primarily the collection of the only Montenegrin money, the Perper, with a view
to preserving, protecting and maintaining the historical and cultural numismatic heritage in
Montenegro.
11. It will continue improving other areas of importance for the attainment of its objectives and
the exercising of its functions, such as the information system development, the systems for
operational risk management, information security, business continuity, and the like, in
accordance with the standards and good practices in these areas applied within the European
System of Central Banks and the European Central Bank.
12. In its business, the Central Bank will be guided by the principles of socially responsible institution and, in accordance with its financial possibilities, it will continue to allocate part
of its income for humanitarian causes and support of cultural, historical and other values
of society, thus contributing to the society through public participation in numerous social
activities.
II This Policy shall be published on the website of the Central Bank of Montenegro.
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Annex 1 – Statistics
Table 1: Consumer prices
2020

I

II

III

IV

V

VI

VII

VIII

IX

X

XI

XII

Chain index

100.1 99.9 99.7 99.3 100.1 100.1 99.7 100.1 100.7 99.9 99.7 100.1

ø 2019 = 100

100.6 100.4 100.1 99.4 99.5 99.5 99.2 99.3 100.0 99.8 99.5 99.6

In relation to the same month of the previous year

101.5 100.9 100.0 99.1 99.0 99.8 99.5 99.5 100.1 99.4 99.0 99.1

Current period compared to the same period from
the previous year

101.2 100.8 100.4 100.1 100.1 100.0 99.9 99.9 99.9 99.8 99.7

Table 2: Producers’ prices of manufactured products
2020

I

II

III

IV

V

VI

VII

VIII

IX

X

XI

XII

Chain index

100.3 99.2 99.9 99.8 100.2 100.5 99.8 100.2 99.4 100.6 99.6 99.9

ø 2019 = 100

100.6 99.8 99.8 99.6 99.7 100.2 100.0 100.2 99.6 100.2 99.8 99.7

In relation to the same month of the previous year

101.8 101.0 101.1 99.0 100.3 99.5 99.4 99.9 99.1 99.6 99.4 99.3

Current period compared to the same period from
the previous year

101.4 101.3 100.7 100.6 100.4 100.3 100.2 100.1 100.1 100.0 99.9

Source: Monstat
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Table 3: Prices
Consumer prices

Producers’ prices of
Producers’ prices of manufactured
manufactured products
products for exports

Total
Annual
rate
January
February
March
April
May
June
2017
July
August
September
October
November
December
January
February
March
April
May
June
2018
July
August
September
October
November
December
January
February
March
April
May
June
2019
July
August
September
October
November
December
January
February
March
April
May
June
2020
July
August
September
October
November
December
Source: Monstat
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2.0
2.5
2.7
2.3
2.3
2.1
2.4
2.8
2.8
2.3
2.4
1.9
2.6
2.7
2.9
2.9
3.1
3.4
3.4
2.8
1.9
1.9
2.0
1.6
0.3
0.4
0.8
0.9
0.7
-0.1
-0.4
-0.2
-0.2
0.5
0.5
1.0
1.5
0.9
0.0
-0.9
-1.0
-0.2
-0.5
-0.5
0.1
-0.6
-1.0
-0.9

Total

Monthly
rate
0.3
0.1
0.1
0.1
0.1
-0.1
0.2
0.5
0.9
-0.1
0.1
-0.2
1.0
0.3
0.2
0.1
0.3
0.2
0.2
-0.1
0.1
-0.2
0.2
-0.6
-0.3
0.4
0.6
0.1
0.2
-0.7
-0.1
0.1
0.1
0.5
0.1
-0.1
0.1
-0.1
-0.3
-0.7
0.1
0.1
-0.3
0.1
0.7
-0.1
-0.3
0.1

Annual
rate
1.9
0.8
0.7
0.6
0.8
0.2
0.1
0.0
-0.1
-0.2
-0.5
0.1
-0.4
0.9
1.2
1.2
1.5
2.1
1.9
1.8
2.4
2.9
2.9
2.4
1.8
1.5
1.2
3.3
1.9
2.9
2.9
2.9
2.8
2.6
2.3
2.3
1.8
1.0
1.1
-1.0
0.3
-0.5
-0.6
-0.1
-0.9
-0.4
-0.6
-0.7

Industrial products'
prices from import

Total

Monthly
rate
1.9
-1.0
-0.2
-0.1
-0.1
-0.4
0.1
-0.2
-0.2
-0.1
0.1
0.4
1.4
0.3
0.1
-0.1
0.2
0.2
-0.2
-0.3
0.3
0.4
0.1
-0.1
0.8
0.1
-0.2
1.9
-1.1
1.3
-0.2
-0.2
0.1
0.2
-0.2
-0.1
0.3
-0.8
-0.1
-0.2
0.2
0.5
-0.2
0.2
-0.6
0.6
-0.4
-0.1

Annual
rate

Total
Monthly
rate

9.3
9.1
10.9
10.9
9.8
8.3
5.8
7.2
9.7
8.4
5.1
3.3
4.1
1.9
-1.4
1.4
4.7
3.8
4.6
2.4
-0.6
-1.4
-2.0
-1.4
-5.2
-3.1
0.1
-1.7
-4.8
-4.2
-2.3
-1.8
-0.7
-1.1
-0.2
-0.7
1.7
-1.0
-4.4
-6.9
-7.0
-4.6
-4.9
-3.8
-1.7
-1.1
-0.1
0.7

Annual
rate
2.0
1.4
1.2
-0.1
-0.7
-0.6
-2.2
1.4
1.4
1.2
-0.5
-2.3
2.8
-0.8
-2.0
2.7
2.5
-1.5
-1.4
-0.7
-1.6
0.4
-1.0
-0.7
-1.1
1.4
1.2
0.9
-0.7
-1.0
0.6
-0.1
-0.5
-0.1
-0.1
-0.7
-0.3
-1.3
-2.3
-1.6
-0.9
1.7
0.2
1.1
1.6
0.6
0.8
1.2

3.3
4.9
4.8
4.1
3.4
2.7
2.6
3.6
3.5
3.8
3.9
3.6
1.7
0.5
0.4
0.8
1.7
2.1
2.3
2.4
2.3
2.3
1.8
0.1
-0.6
0.2
1.2
2.1
2.0
1.4
1.7
1.3
0.7
1.0
1.3
2.4
4.4
2.6
0.4
-2.5
-4.2
-3.0
-2.3
-2.4
-2.2
-2.5
-2.7
-3.1

Monthly
rate
2.0
1.1
-0.1
-0.2
-0.4
-0.1
-0.3
0.4
0.4
0.3
0.4
0.2
0.1
-0.1
-0.2
0.1
0.4
0.3
-0.1
0.6
0.3
0.3
-0.1
-1.4
-0.7
0.8
0.8
1.0
0.4
-0.3
0.2
0.2
-0.3
0.6
0.2
1.2
-0.2
-1.0
-1.4
-1.9
-1.3
0.9
0.9
0.1
-0.1
0.3
-0.1
0.7

Table 4: Balance of Payments of Montenegro, EUR thousand1
No.

Item

2019

2020 2

1

A. CURRENT ACCOUNT

-744,162

Change in %

1.A

GOODS AND SERVICES BALANCE

-1,045,294

1.A.a

Goods3

-2,065,515

1.A.a.1

Exports f.o.b.

465,591

408,591

-1,089,084

% of GDP

46.4

-26.0

-1,459,169

39.6

-34.8

-1,640,843

-20.6

-39.1

-12.2

9.7

1.A.a.2

Imports f.o.b.

2,531,106

2,049,434

-19.0

48.9

1.A.b

Services

1,020,221

181,674

-82.2

4.3

1.A.b.1

Income

1,697,822

671,297

-60.5

16.0

1.A.b.2 Expenses

677,602

489,623

-27.7

11.7

1.B

Primary income

16,835

61,614

266.0

1.5

1.B.1

Income

307,934

284,373

-7.7

6.8

1.B.2

Expenses

291,099

222,758

-23.5

5.3

1.C

Secondary income

284,297

308,471

8.5

7.4

1.C.1

Income

369,000

391,578

6.1

9.3

1.C.2

Expenses

84,702

83,107

-1.9

2.0

2

CAPITAL ACCOUNT

105

9

-91.4

0.0

2.A

Income

606

11

-98.1

0.0

2.B

501

2

-99.5

0.0

CURRENT AND CAPITAL ACCOUNT BALANCE

Expenses

-744,056

-1,089,075

46.4

-26.0

3

FINANCIAL ACCOUNT, net 4

-859,480

-1,040,081

21.0

-24.8

3.A

Financial assets net increase

3.B

Net increase in obligations

175,759

345,048

96.3

8.2

1,035,239

1,385,129

33.8

33.0

-305,134

-467,548

53.2

-11.2

67,424

-4,517

3.1

Direct investments-net

3.1.1

Financial assets net increase

3.1.2

Net increase in obligations

372,558

463,032

24.3

11.0

-0.1

Portfolio investments-net

-336,857

-394,143

17.0

-9.4

Financial assets net increase

30,609

29,500

-3.6

0.7

3.2.2

Net increase in obligations

367,466

423,643

15.3

10.1

3.3

Financial derivatives, net

28

222

692.9

0.0

3.3.1

Financial assets net increase

98

-39

3.3.2

Net increase in obligations

70

-261

3.4

Other investments-net

-533,562

-552,575

3.6

3.4.1

Financial assets net increase

-238,418

-53,861

-77.4

-1.3

3.4.2

Net increase in obligations

295,144

498,715

69.0

11.9

3.5

CBCG reserves (changes)4

316,046

373,964

18.3

4

NET ERRORS AND OMISSIONS (3-2-1)

-115,423

48,994

Annexes

3.2
3.2.1

0.0
0.0
-13.2

8.9
1.2

Source: CBCG
1

2
3

4

Montenegro’s balance of payments’ data are published in accordance with the new IMF methodology
(IMF Balance of Payment Manual, sixth edition - BMP 6, 2009).
Preliminary data
Methodological remarks: Methodological remarks: Data on foreign trade and balance of payment of Montenegro are
shown according to the special trading system. The CBCG performs adjustments of data received by Monstat for the
purposes of compiling the balance of payments in line with the IMF methodology (Balance of Payments Manual, Sixth
edition, IMF, 2009). Data on imports and exports are shown by f.o.b. basis.
Financial accounts are presented according to the principle of net assets and liabilities increase. Increase in assets/
liabilities is presented by a plus (+) sign, while decline is shown by minus (-) sign. Net value is obtained as a difference
between net assets and net liabilities.

127

Central Bank of Montenegro Annual Report 2020

Table 5: Total inflow of foreign direct investments in Montenegro, by countries,
1 January - 31 December 20201, in 000 euros
Inflow from non-residents' investments
in Montenegro

Country2

Total

1(2+3+4+5+6+7)

2

3

Intercompany
debt

4

5

6

7

Albania

1,017.27

0.00

559.59

385.32

0.00

C

Australia

559.33

C

266.50

C

0.00

0.00

0.00

Austria

9,435.83

6,258.33

1,684.19

1,484.37

0.00

C

C

Belgium

3,248.83

0,00

1,252,40

1,996.42

0.00

0.00

0.00

547.43

0,00

C

C

0.00

0.00

0.00

3,139.91

C

2,268.43

724.13

0.00

0.00

C

758.32

0.00

399.83

358.48

0.00

0.00

0.00

4,427.69

C

C

2,660.99

0.00

0.00

0.00

Denmark

350.86

0.00

C

C

0.00

0.00

0.00

Virgin Islands
(GBR)

568.86

0.00

C

386.39

0.00

0.00

C

Egypt

424.45

C

C

C

0.00

0.00

0.00

Estonia

9,879.76

0.00

C

C

C

0.00

0.00

France

Belarus
Bosnia and
Herzegovina
Bulgaria
Czech Republic

3

C

5,031.59

C

1,220.36

377.83

0.00

C

0.00

The
Netherlands

18,890.02

C

731.42

5,487.89

0.00

C

C

Hong Kong

6,125.25

C

C

3,371.61

0.00

0.00

0.00

Croatia

5,246.06

C

785.52

4,070.75

C

C

C

1,114.24

C

C

1,003.73

0.00

0.00

0.00

45,311.06

C

C

9,304.16

0.00

0.00

0.00

Canada

913.65

C

738.86

C

0.00

0.00

0.00

Qatar

502.97

C

444.90

C

0.00

0.00

0.00

Kazakhstan

590.97

C

330.90

C

0.00

0.00

0.00

China

71,234.14

C

C

70,169.33

0.00

0.00

0.00

Cyprus

5,552.70

C

1,142.12

3,461.91

C

0.00

C

Kosovo

4,549.04

105.26

3,137.65

1,034.83

0.00

271.30

0.00

Kuwait

388.84

C

88.65

C

0.00

0.00

0.00

Latvia

783.37

C

C

45.88

0.00

0.00

0.00

Ireland
Italy

467.70

0.00

C

C

0.00

0.00

0.00

Luxembourg

6,956.23

C

C

5,198.73

0.00

0.00

0.00

Hungary

7,615.77

C

C

5,574.84

0.00

0.00

0.00

Monaco

804.46

C

C

C

0.00

0.00

0.00

Lithuania
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Investments Immovable
in domestic
property
companies
sale in
and banks Montenegro

Inflow based on residents'
investments abroad
Return on
Reduction
domestic capital
Sale of
of capital
that does
immovable
in foreign
not increase
property
banks and
share capital
abroad
companies
(intercompany
debt)

Table 5: Total inflow of foreign direct investments in Montenegro, by countries,
1 January - 31 December 20201, in 000 euros - continued
Inflow from non-residents' investments in
Montenegro

Country2

Total

1(2+3+4+5+6+7)

Investments Immovable
in domestic
property
companies
sale in
and banks Montenegro
2

3

Intercompany
debt

4

Inflow based on residents'
investments abroad
Return on domestic
Reduction
Sale of
capital that does
of capital
immovable
not increase
in foreign
property
share capital
banks and
abroad
(intercompany
companies
debt)
5

785,31

0.00

717,67

67,63

26,914.36

4,794.08

11,307.64

3,480.47

C

C

Portugal

311,21

0.00

Republic of
North Macedonia

653,62

Romania

6

7
0.00

10,626.16

C

0.00

C

1,753.28

0.00

0.00

0.00

C

C

0.00

0.00

0.00

0.00

278,21

375,42

0.00

0.00

0.00

332,68

0.00

C

C

0.00

0.00

0.00

Russian
Federation

98,964.52

22,966.81

C

53,041.84

0.00

0.00

C

USA

29,495.41

12,355.92

12,348.01

1,824.94

C

C

0.00

919,63

C

C

0.00

0.00

0.00

0.00

Singapore

3,752.37

1,382.60

C

C

0.00

0.00

0.00

Slovakia

1,661.86

0.00

C

1,248.56

0.00

0.00

C

Slovenia

9,930.59

C

1,285.38

8,726.07

0.00

0.00

C

Serbia

27,876.36

5,223.70

14,894.46

5,000.71

0.00

941,58

1,815.91

Spain

6,482.21

C

185,27

4,866.40

0.00

C

0.00

63,220.82

5,229.16

10,004.11

47,987.55

0.00

0.00

0.00

Sweden

4,763.99

C

4,507.44

C

0.00

0.00

0.00

Turkey

18,614.72

1,071.58

3,612.29

10,978.94

0.00

0.00

2,951.91

UAE

28,011.02

7,778.79

C

11,857.16

0.00

0.00

C

2,914.09

C

1,890.68

C

0.00

0.00

0.00

13,232.57

C

4,397.04

7,194.61

0.00

0.00

C

104,291.72

8,781.34

1,797.65

93,711.35

0.00

0.97

0.40

663,046.12 123,840.95

116,370.21

389,868.01

2,706.85

2,698.10

27,561.99

Germany
Poland

Saudi Arabia

Switzerland

Ukraine
Great Britain
Other countries
(including
confidential data)
Total

0.00

Annexes

0.00

Norway

Source: CBCG
1
2

3

Preliminary data.
The source of data is international payment transactions (ITRS) and the data are given according to the countries of
payment.
C - confidential information relating to three foreign companies maximum.
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Table 6: Industrial output
2020

I

II

III

IV

V

VI

VII

VIII

IX

X

XI

79.0 93.3 117.9 54.2 118.7 107.6 127.1 92.0 107.6 112.7

Chain index

XII

97.1 111.2

ø 2019 = 100

106.1 99.0 116.7 63.2 75.0 80.7 102.6 94.4 101.6 114.5 111.2 123.7

In relation to the same month of the previous year

119.1 102.1 117.9 84.2 91.5 78.3 98.9

Current period compared to the same period from
the previous year

97.4 95.3 113.4 99.3 92.1

110.2 112.9 106.9 104.0 99.2 99.1 98.9 98.5 100.0 100.0 99.1

* Preliminary data
Source: Monstat

Table 7: Net result at the sector level in 2019, in 000 euros*
Net result

Sector
sign

Sector

Current
year

Index

%

a

Agriculture, forestry and fishing

919

4,206

21.8

-78.2

B

Mining and quarrying

209

-3,844

-5.4

-105.4

C

Manufacturing industry

29,596

26,106

113.4

13.4

D

Electricity, gas and steam supply

31,194

54,451

57.3

-42.7

E

Water supply, sewerage, waste management and remediation
activities

4,407

1,508

292.2

192.2

F

Construction

30,619

-203,696

-15.0

-115.0

G

Wholesale and retail trade; repair of motor vehicles and motorcycles

125,917

139,583

90.2

-9.8

H

Transport and warehousing

10,238

I

Accommodation and food service activities

11,630

-16,363

-306 -3,342.1 -3,442.1
-71.1

-171.1

J

Information and communications

32,584

33,525

97.2

-2.8

K

Financial and insurance activities

2,188

-487

-449.7

-549.7

L

Real estate activities

-22,714

-30,068

75.5

-24.5

M

Professional, scientific and technical activities

26,823

29,830

89.9

-10.1

N

Administrative and ancillary service activities

4,554

4,149

109.8

9.8

O

Public administration and defence; compulsory social security

-183

-251

72.9

-27.1

P

Education

1,676

660

254.0

154.0

Q

Human health and social work activities

-4,174

2,575

-162.1

-262.1

R

Arts, entertainment and recreation

S

Other service activities

U

Activities of extraterritorial organisations and bodies
Total

-30,509

1,396 -2,185.6 -2,285.6

2,948

3,199

92.2

-7.8

-155

-153

101.5

1.5

257,766

46,020

560.1

460.1

* From the aggregate of the Statement of Total Results (Income Statement) for 2019.
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Previous
year

Table 8: Comparative indicators of the volume of realized RTGS and DNS payment operations in the 		
period 2015–2020
RTGS and
DNS orders

Chain Working
index
days

8,979,882

254

2016

9,721,698

2017

10,246,015

2018

11,188,139

2019

11,525,465

Period
2015

Daily
Average

Orders
RTGS

Daily
Average

Share
RTGS orders

35,354 3,543,746

13,952

39.46%

256

37,975 3,647,300

14,247

37.52%

253

40,498 3,849,257

15,214

37.57%

254

44,048 4,397,786

17,314

39.31%

Orders
DNS

Daily
Share
Average DNS orders

5,436,136

21,402

60.54%

6,074,398

23,728

62.48%

6,396,758

25,284

62.43%

6,790,353

26,734

60.69%
60.89%

254

45,376

4,507,747

17,747

39.11%

7,017,718

27,629

I 2020

719,328

64

21

34,254

261,136

12,435

36.30%

458,192

21,819

63.70%

II 2020

872,398

121

20

43,620

326,406

16,320

37.41%

545,992

27,300

62.59%

III 2020

835,252

96

22

37,966

294,615

13,392

35.27%

540,637

24,574

64.73%

IV 2020

676,118

81

22

30,733

199,179

9,054

29.46%

476,939

21,679

70.54%

V 2020

730,096

108

18

40,561

246,719

13,707

33.79%

483,377

26,854

66.21%

VI 2020

1,003,459

137

22

45,612

403,030

18,320

40.16%

600,429

27,292

59.84%

VII 2020

975,011

97

21

46,429

358,248

17,059

36.74%

616,763

29,370

63.26%

VIII 2020

924,723

95

21

44,034

337,735

16,083

36.52%

586,988

27,952

63.48%

IX 2020

969,362

105

22

44,062

349,275

15,876

36.03%

620,087

28,186

63.97%

X 2020

963,417

99

22

43,792

346,649

15,757

35.98%

616,768

28,035

64.02%

XI 2020

917,356

95

21

43,684

319,893

15,233

34.87%

597,463

28,451

65.13%

XII 2020

1,052,553

115

23

45,763

381,428

16,584

36.24%

671,125

29,179

63.76%

41,722 3,824,313

14,997

35.95%

6,814,760

26,725

64.05%

Total I-XII 2020

10,639,073

255

Monthly average

886,589

318,693

567,897

Index 2020/2019

92

85

97

Table 9: Comparative indicators of the value of realized national payment operations in the
RTGS and DNS system in the period 2015–2020
Period

RTGS and DNS
Payment
operations

Chain Working
index
days

Daily
Average

Daily
Average

RTGS

Share
RTGS

Daily
Average

DNS

Share
DNS

11,119,688,006

254 43,778,299 10,461,014,240 41,185,095 94.08% 658,673,766 2,593,204 5.92%

12,235,514,148

256 47,794,977 11,517,507,803 44,990,265 94.13% 718,006,345 2,804,712 5.87%

2017

13,492,382,284

253 53,329,574 12,709,274,933 50,234,288 94.20% 783,107,351 3,095,286 5.80%

2018

15,105,468,691

254 59,470,349 14,265,542,816 56,163,554 94.44% 839,925,875 3,306,795 5.56%

2019

16,821,736,394

254 66,227,309 15,929,670,078 62,715,237 94.70% 892,066,316 3,512,072 5.30%

I 2020

980,975,607

52

21 46,713,124

928,980,251 44,237,155 94.70%

51,995,356 2,475,969 5.30%

II 2020

1,181,701,774

120

20 59,085,089

1,115,957,282 55,797,864 94.44%

65,744,491 3,287,225 5.56%

III 2020

1,372,466,980

116

22 62,384,863

1,306,033,881 59,365,176

95.16%

66,433,099 3,019,686 4.84%

IV 2020

1,111,606,715

81

22 50,527,578

1,056,496,061 48,022,548 95.04%

55,110,654 2,505,030 4.96%

V 2020

1,235,296,903

111

18 68,627,606

1,181,874,863 65,659,715 95.68%

53,422,041 2,967,891 4.32%

VI 2020

1,195,537,175

97

22 54,342,599

1,125,208,415 51,145,837

94.12%

70,328,759

3,196,762 5.88%

VII 2020

1,256,512,136

105

21 59,833,911

1,182,189,999 56,294,762 94.09%

74,322,137

3,539,149 5.91%

VIII 2020

1,158,664,657

92

21 55,174,507

1,088,497,357 51,833,207 93.94%

70,167,299 3,341,300 6.06%

IX 2020

1,234,367,793

107

22 56,107,627

1,158,285,698 52,649,350 93.84%

76,082,095 3,458,277 6.16%

X 2020

1,215,996,212

99

22 55,272,555

1,142,325,304 51,923,877 93.94%

73,670,908 3,348,678 6.06%

XI 2020

1,261,291,379

104

21 60,061,494

1,192,286,481 56,775,547 94.53%

69,004,898 3,285,948 5.47%

1,855,474,523

147

23 80,672,805

1,772,503,596 77,065,374 95.53%

82,970,927 3,607,432 4.47%

XII 2020
Total I-XII 2020

15,059,891,853

Annexes

2015
2016

255 59,058,399 14,250,639,187 55,884,860 94.63% 809,252,666 3,173,540 5.37%

Monthly average

1,254,990,988

1,187,553,266

67,437,722

Index 2020/2019

90

89

91
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Table 10: Number of legal persons and entrepreneurs and their structure based on account blockade
in the period December 2015 - December 2020
Number of legal persons
Total number
and entrepreneurs
of legal persons
whose accounts are not
and entrepreneurs
frozen

Date

%

Number of legal persons
and entrepreneurs whose
accounts are frozen

%

31 December 2015

76,973

62,103

80.68%

14,870

19.32%

31 December 2016

81,417

65,987

81.05%

15,430

18.95%

31 December 2017

65,588

49,364

75.26%

16,224

24.74%

31 December 2018

71,758

53,819

75.00%

17,939

25.00%

31 December 2019

73,544

55,288

75.18%

18,256

24.82%

31 January

73,735

55,429

75.17%

18,306

24.83%

2020
29 February

74,064

55,716

75.23%

18,348

24.77%

31 March

74,232

55,879

75.28%

18,353

24.72%
24.86%

30 April

74,300

55,829

75.14%

18,471

31 May

74,461

56,060

75.29%

18,401

24.71%

30 June

74,818

56,298

75.25%

18,520

24.75%

31 July

75,029

56,485

75.28%

18,544

24.72%

31 August

75,176

56,642

75.35%

18,357

24.65%

30 September

75,434

56,819

75.32%

18,615

24.68%

31 October

75,747

57,001

75.25%

18,746

24.75%

30 November

75,955

57,148

75.24%

18,807

24.76%

31 December

76,364

57,518

75.32%

18,846

24.68%

Table 11: Indicators of the number of titles entered for enforced collection
Period
Total 2019

Total number of entered bases
in the blockade program

Working
days

42,993

254

2020

132

I

2,955

21

II

3,475

20

III

2,523

22

IV

1,525

22

V

1,623

18

VI

3,186

22

VII

2,538

21

VIII

2,236

21

IX

2,577

22

X

3,140

22

XI

2,884

21

XII

3,330

23

Total 2020

31,992

255

Table 12: Total income of the CBCG, in euros
Serial
number

Title

Plan for 2020

Execution,
2019

Execution,
2020

Share, 2020
(%)

Index
2020/2019

1

2

3

4

5(3:2)

1.

FINANCIAL INCOME

3,210,000.00

4,509,231.68

4,092,297.88

21.92

1.1.

Interest income

2,460,000.00

3,522,408.78

3,345,196.50

17.92

90.95
94.97

2.1

Income from provisions cancellation

0.00

350,279,.00

384,218.49

2.06

109.69
103.65

1.3.

Income from financial assets sale

0.00

63,949.71

66,282.93

0.36

2.1

Exchange rate differences - net effect

0.00

9,920.09

0.00

0.00

0.00

1.5.

Other financial expenses

750,000.00

562,674.10

296,599.96

1.59

52.71

2.

OPERATING INCOME AND OTHER INCOME

13,474,500.00

13,808,086.96

14,577,745.95

78.08

105.57

2.1.

Fee income

12,684,500.00

12,537,512.77

12,906,397.93

69.13

102.94

2.1.1.

Income from fees for payment services

6,538,000.00

6,430,030.81

6,893,159.26

36.92

107.20

2.1.2.

Fees for cash services

345,000.00

389,384.59

363,857.04

1.95

93.44

2.1.3.

Fees for enforced collection

737,300.00

767,655.89

637,113.85

3.41

82.99

2.1.4.

Fiscal agent fees

1,270,000.00

1,406,487.25

1,346,711.81

7.21

95.75

2.1.5.

Fee for business control, permits and approvals

3,160,500.00

2,887,943.23

3,169,785.97

16.98

109.76

620,700.00

643,011.00

479,595.00

2.57

74.59

13,000.00

13,000.00

16,175.00

0.09

124.42

2.1.6.

Credit registry fees

2.1.7.

Fee for control of payment systems and payment
institutions

2.2

Income from certain fees

20,500.00

125,909.51

478,012.56

2.56

379.65

2.3.

Operating lease income

265,000.00

245,356.50

259,224.84

1.39

105.65

2.4.

Sale income

388,000.00

421,652.65

271,182.10

1.45

64.31

2.5.

Other income

116,500.00

477,655.53

662,928.52

3.55

138.79

16,684,500.00

18,317,318.64

18,670,043.83

100.00

101.93

TOTAL

Table 13: Total expenses of the CBCG in euros
Serial
number

Title

Plan for 2020
1

Other financial expenses

1.1.

Losses from sale and impairment of financial
assets

2.1

Exchange rate differences - net effect

1.3.

Other financial expenses

2.

Other operating expenses

2.1.

Cost of fees

2.2

2

Execution,
2020

Share, 2020
(%)

Index
2020/2019

3

4

5(3:2)

2,416,000.00

2,161,169.29

1,759,289.29

12.98

80.62

0.00

538,719.52

499,583.56

3.69

92.74

0.00

0.00

16,872.72

0.12

0.00

2,416,000.00

1,622,449.77

1,242,833.01

9.17

76.60

11,968,300.00

11,450,033.07

11,793,011.87

87.02

103.00

210,000.00

173,493.98

257,978.26

1.90

148.70

Employee expenses

8,705,500.00

8,306,962.08

8,444,744.60

62.31

101.66

2.2.1.

Wages, gross

8,105,000.00

7,804,862.93

7,967,165.45

58.79

102.08

2.2.2.

Other income

234,000.00

215,938.86

400,805.24

2.96

185.61

366,500.00

286,160.29

65,190.01

0.48

22.78

0.00

0.00

11,583.90

0.09

0.00

755,800.00

718,266.12

617,595.88

4.56

85.98

1,892,000.00

1,656,464.97

1,720,301.12

12.69

103.85

405,000.00

594,845.92

752,392.01

5.55

126.49

14,384,300.00

13,611,202.36

13,552,301.16

100.00

99.57

2.2.3.

Fee for increased costs

2.2.4.

Other costs for employees

2.3.

Administrative expenses

2.4.

Operating expenses

2.5.

Other operating expenses
TOTAL

Annexes

1.

Execution,
2019
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Annex 2 – Impact of the COVID-19 pandemic on financial
operations of the Central Bank of Montenegro
Impact of the COVID-19 pandemic on the financial statements
The COVID-19 pandemic and its social and economic impact on the global level necessitated an additional analysis of the balance sheet positions considering that there could be significant changes in the
carrying amount of certain categories of the CBCG assets and liabilities in 2020.
Undertaken activities to assess the impact of the COVID-19 pandemic on the CBCG`s financial
reporting and business results in 2020
In order to provide objective and quality information for the Central Bank`s governing bodies, as
well as to ensure timely harmonisation with audit requirements regarding the implementation of the
amended IAS and IFRS requirements, the Analysis of the Impact of the COVID-19 Pandemic on the
CBCG Financial Reporting and Business Results for 2020 was prepared. The Analysis was adopted by
the CBCG Council in July 2020. It is aimed at considering all potential effects on the financial reporting, position and results of the CBCG operations as well as explaining the impact of certain IAS and
IFRS standards on the CBCG`s financial result and financial position, cash flows, and balance sheet
positions in altered circumstances caused by the pandemic.
The analysis shows the following:
• in the new situation caused by the pandemic, the Central Bank of Montenegro meets all requirements for uninterrupted business activities in the future – the going concern principle
and that this principle continues to be an appropriate basis for preparing financial statements;
• there is no material uncertainty in operations nor a significant negative impact on the income
statement, financial instruments and their measurement, cash flows, tangible or intangible assets and other relevant aspects of the balance sheet;
• the estimated impact of the pandemic on measuring the fair value of financial assets and investment property, the effects of applying certain IAS and IFRS standards, as well as changes
in these values (through revaluation reserves, impairment losses, provisions for expected credit
losses and termination benefits, and so on) do not have a significant impact on the financial
position, cash flows and performance of the Central Bank;
• despite the negative impact of the pandemic on operating income (especially payment transactions income), the realisation of financial and other income in the planned volume, as well as
rational management of operating expenses whilst maintaining continuity and smooth performance of all activities, the Central Bank operates with a positive financial result;
• the overall profit is positive even after including the projection of unrealised gains resulting
from uncertain and unpredictable changes in the fair value of financial instruments (securities), which the Central Bank cannot influence;
• the projected cash and cash equivalents flow show that full liquidity is provided, indicating that
the Central Bank will at all times be able to meet its financial liabilities as they fall due, and
replace the withdrawn sources of funds, and
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• total assets and liabilities exceeds one billion euros, which underpins the stable financial position of the Central Bank even in the pandemic.
Quantification of the impact of the COVID-19 pandemic on the financial statements as at
31 December 2020
The realised net profit in 2020 was 8.73% higher than in 2019, which quantitatively indicates that the
pandemic did not have a negative effect on the financial result of the Central Bank, primarily as a result of a higher fee income, although interest income on securities and deposits are slightly lower in
relation to the comparative period.
In terms of managing international reserves, the Central Bank monitors developments in international financial markets on daily basis, assessing that there is no danger of default and that the recorded
decline in the value of certain instruments in the initial phase of the pandemic (March - April 2020)
has not affected the strategic allocation of the CBCG’s total portfolio nor caused the need to amend
the International Reserves Management Guidelines. The Central Bank conducts continuous checks of
credit ratings and outlook of issuers and banks the international reserves were placed with, in order
to perform the appropriate forward looking adjustments in case of meeting the criteria defined by the
Methodology for Impairment of Financial Instruments (IFRS 9) and, possibly, calculate appropriate
provisions for expected credit losses (ECL).
During the crisis caused by the pandemic, none of the issuers whose securities are in the Central Bank’s
portfolio or the banks the deposits were placed with were late in fulfilling the obligation towards the
Central Bank (payment of matured securities, coupon collection, and payment of matured deposits).
Also, the Central Bank`s portfolio is a low risk investment portfolio, with no history of default, which
does not contain loans and similar categories. Also, the risk appetite related to the bank’s portfolio and
investment strategies are not constantly changing categories, nor is the risk appetite increased in the
previous period, hence the portfolio did not suffer significant changes compared to 2019.

From the perspective of liquidity risk, the Central Bank has sufficient liquidity, which is ensured by a
sufficient amount of international reserves and their diversification. Total cash and cash equivalents
at end-2020 were 19.20% higher compared to end-2019, which indicates that the bank improved its liquidity position at end-2020. Namely, the liquidity ratio is 1.03 and shows the ability to cover current
liabilities with current assets, i.e. it indicates that 1€ of financial liabilities was covered with 1.03€ of
financial assets as at 31 December 2020.
As for the impact of the pandemic on total fee income from operating fees and other revenues - there
was no impact on the realisation of these planned amounts. Fee income (for payment transactions,
cash operations, enforced collection, fiscal agent operations, supervision of credit institutions` operations, credit register search, etc.) are 5.7% higher than the ones recorded in 2019, while other income
(leasing income, sales proceeds and other revenues) are 4.28% higher. The pandemic did not have a
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From a credit risk perspective, the Central Bank continuously monitors the credit risk related to international reserves, analysing the change in credit ratings set by international rating agencies, the outlook for issuers of financial instruments and market expectations, as well as issuers` funding sources.
The central bank invests in financial instruments with high liquidity and minimal risk.
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significant impact on employee expenses and other operating expenses, which are only 2.3% higher
than in 2019. The reason for slightly higher operating expenses is the recording of impairment loss of
investment property (in the group of operating expenses) by 1.1% compared to their carrying amount
as at 31 December 2019, in order to determine the fair value of investment property in a pandemic.
Also, the expenses of other materials for the protection of employees from the negative effects of the
pandemic and allocated funds for humanitarian activities to help fight the pandemic also increased.
At the approval date of the financial statements, the Central Bank was well capitalised with the capital
ratio of 6.87% in relation to monetary liabilities (core capital plus general and special reserves in relation to liabilities to banks and financial institutions and other liabilities).
The financial position was further strengthened at end-2020, which is proved by the increase in total
assets and liabilities of 20.30% compared to end-2019, confirming a continuously stable financial position of the CBCG in these conditions. Despite the pronounced market value fluctuation of financial
instruments measured at fair value through other total result, especially in H1 2020, revaluation reserves for these assets increased significantly by the end of the reporting year. Therefore, the recorded
change in the Statement of other comprehensive income, which refers to this balance sheet position,
is highly positive.
Expected impact of the pandemic on the financial position and business results of the CBCG going forward
The operations of the Central Bank are hampered by uncertainty and challenges caused by the pandemic, so the management and employees of the CBCG are working on the implementation of the 2021
agenda in the conditions of the pandemic.
The assessment of the Central Bank’s management is that there will be no need for a significant change
in the structure of financial instruments and the basic criteria for their classification and valuation,
especially given the fact that all funds are invested in financial instruments with defined maturity
(available for sale and portfolio held to maturity). When planning revenues and expenditures by the
2021 Financial Plan, further potential negative effects of the pandemic were taken into account, effected through lower generation of income from payment transactions (by 7% compared to 2020), as
well as lower interest income on securities due to the worsening situation in the international financial
markets (by 20% compared to 2020). Estimates of interest income for 2021 are based on additional
unfavourable conditions and situation that were characteristic for both 2019 and 2020, whereby the
current situation and data indicate that interest rates are further declining, i.e. the downward trend
concerning yields from securities continues. Therefore it is not reasonable to expect a positive shift in
the European money and the capital market. Also, expenditures arising from negative interest rates
on invested funds on deposits and securities are planned in significantly higher amounts compared
to those recorded in 2020. Namely, due to unfavourable investment conditions in the international
financial market, it is certain that the conditions for investing international reserves will be even
more unfavourable during 2021 in relation to the previous year. The reasons for the projected realisation of these financial expenses are reflected in the following restrictions that now exist in the money
and capital markets: a negative interest rate is paid on deposits held in foreign bank accounts for the
needs of current liquidity; other available deposits can be term-deposited with foreign banks only at
negative interest rates where interest rates on deposits up to 6 months tend towards the ECB`s rate or
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lower, while rates are even more unfavourable for maturities of less than 6 months. Investments in
short-term securities with the original maturity of up to one year are predominantly possible only at
a very negative yield rate.
At the time of approving the financial statements, the Central Bank management cannot reliably assess the impact of the pandemic on all business segments as the situation remains extremely uncertain. However, despite the above projected lower revenues and increased expenditures arising from
negative interest rates, the management estimates that these developments cannot have any significant negative effect the achievement of the planned positive financial result for 2021.
In addition, the CBCG management believes that the continuation of negative effects due to the
COVID-19 pandemic in the upcoming period cannot jeopardize its business continuity and that there
is no material uncertainty in future business activities.
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Annex 3 – CBCG regulations passed in 2020
1. Decision Amending the Central Bank of Montenegro Statute (OGM 03/20)
2. Decision Amending the Decision on Bank Reserve Requirement to be Held With the Central Bank
of Montenegro (OGM 43/20)
3. Decision on Interim Measures to Mitigate Negative Impact of the Communicable Disease Covid-19
Epidemic on the Financial System (OGM 80/20)
4. Decision Amending the Decision on Interim Measures to Mitigate Negative Impact of the Communicable Disease Covid-19 Epidemic on the Financial System (OGM 105/20)
5. Decision Amending the Decision on Macroprudential Measures related to Retail Banking Loans
(OGM 107/20)
6. Decision on Governance Arrangements in Credit Institutions (OGM 119/20)
7. Decision on More Detailed Requirements for Selection and Appointment of Members of the Management Body and Holders of Core Functions in a Credit Institution (OGM 119/20)
8. Decision on the Content and Manner of Keeping a Registry of Credit Institutions (OGM 126/20)
9. Decision on Doing Business with Persons Connected with a Credit Institution (OGM 126/20)
10. Decision on Minimum Standards for Investment of Credit Institutions in Immovable Property
and Fixed Assets (OGM 126/20)
11. Decision on the Method of Calculating Maximum Distributable Amount in Credit Institutions
(OGM 126/20)
12. Decision on the Criteria and the Manner of Classification of Assets and Calculation of Provisions
for Potential Loan Losses of a Credit Institution (OGM 127/20)
13. Decision on Remuneration in Credit Institutions (OGM 127/20)
14. Decision on Recovery Plans of Credit Institutions (OGM 127/20)
15. Decision on the Manner of Calculating Specific Countercyclical Capital Buffer Rate of a Credit
Institution (OGM 127/20)
16. Decision on Methods for Consolidation of Members of a Group of Credit Institutions (OGM 127/20)
17. Decision on Identifying Other Systemically Important Credit Institutions (OGM 127/20)
18. Decision on the Criteria and Documentation for Assessing the Suitability and Financial Soundness of the Acquirer of a Qualifying Holding (OGM 127/20)
19. Decision on documents supporting the request for granting approvals under the Law on Credit
Institutions (OGM 127/20)
20. Decision on Documents Supporting the Request for Granting Licence to a Credit Institution
(OGM 127/20)
21. Decision on Liquidity Risk Management in Credit Institutions (OGM 127/20)
22. Decision on Internal Capital Adequacy Assessment of Credit Institution (OGM 127/20)
23. Decision on Managing Outsourcing Risks (OGM 127/20)
24. Decision on Large Exposures of Credit Institutions (OGM 127/20)
25. Decision on Chart of Accounts for Credit Institutions (OGM 128/20)
26. Decision on Reporting to the Central Bank of Montenegro (OGM 128/20)
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27. Decision on Capital Adequacy of Credit Institutions (OGM 128/20)
28. Decision on Public Disclosure of Data in Credit Institutions (OGM 128/20)
29. Decision on Minimum Standards for Risk Management in Credit Institutions (OGM 128/20)
30. Decision on Methodologies and Criteria for Determining the Amount of Liabilities Arising from
Derivatives (OGM 116/20)
31. Decision on the Minimum List of Services, Premises and Equipment Necessary for the Efficient
Performance of Tasks Transferred from the Credit Institution in Resolution to the Recipient Company (OGM 116/20)
32. Decision on Detailed Conditions under which a Credit Institution May Defer the Payment of Extraordinary Contributions to the Resolution Fund (OGM 116/20)
33. Decision on Notifications Related to the Resolution of a Credit Institution (OGM 116/20)
34. Decision on the Detailed Content of the Credit Institution’s Business Reorganisation Plan in the
Resolution and the Manner of Reporting on the Implementation of That Plan (OGM 116/20)
35. Decision on the Detailed Content of Credit Institution Resolution Plans and Group Resolution
Plans (OGM 116/20)
36. Decision on the Methodology for Assessing the Value of the Credit Institution’s Assets Under
Resolution after the Transfer of Part of the Rights, Assets and Liabilities or after the Application of
the Bail-In Instrument (OGM 122/20)
37. Decision on the Conditions to Be Met by the Independent Appraiser of the Assets and Liabilities
Of The Credit Institution Under Resolution (OGM 122/20)
38. Decision on Further Regulation of the Contractual Recognition of Powers to Reduce and Convert
the Obligations of a Credit Institution Governed by the Law of a Third Country (OGM 122/20)
39. Decision on the Criteria for Assessing the Possibility of Resolution of a Credit Institution and a
Group (OGM 122/20)
40. Decision on Criteria for Determining the Minimum Requirement for Regulatory Capital and Eligible Liabilities of Credit Institutions (OGM 126/20)
41. Decision on the Manner of Communicating Information on Credit Institutions under Resolution
in Summary or Collective Form (OGM 126/20)
42. Decision on a More Detailed Method of Calculating Regular Contributions that Credit Institutions
Pay to the Resolution Fund (OGM 127/20)
43. Decision on Determining the Conversion Rates of Relevant Equity Instruments and Liabilities
into Equity of the Credit Institution under Resolution (OGM 127/20)
44. Decision Amending the Decision on the Structure, More Detail Conditions and Manner of Transaction Account Opening and Closing (OGM 80/20)
45. Decision Supplementing the Decision on Own Funds of Payment Institutions (OGM 80/20)
46. Decision Supplementing the Decision on Own Funds of Electronic Money Institutions
(OGM 80/20)
47. Decision Amending the Decision on Payment System Reporting to the Central Bank of Montenegro (OGM 107/20)
48. Decision Amending the Decisions and Other Acts of the Central Bank of Montenegro due to Compulsory Use of Seal by Business Undertakings (OGM 80/20)
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