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Due to the global recession caused by the pandemic, in the balance of payments of Montenegro for
2020 there was an increase in the current account deficit (by 46.4%). Difficulties in international transport, accompanied by a decrease in domestic and external demand, led to a significant drop in the surplus on the services account of 82.2%, which is also the key cause of the current account deficit growth.
Negative trends in the services account were partly offset by a smaller foreign trade deficit (by 20.6%)
and an increase in surplus in the primary and secondary income accounts (by 266% and 8.5%, respectively). Financial account recorded an increase in net capital inflows resulting from the realized net
inflow on the basis of all categories of investments (foreign direct, portfolio and other investments).

The services account recorded a surplus of 181.7 million euros, which is 82.2% less year-on-year due
to a 60.5% drop in revenues. The decline in exports on this account (caused by a decrease in revenues
from travel-tourism and transport services) followed by a decline in imports of 27.7%, resulted in a
decrease in the volume of trade in services to 1.2 billion euros in 2020 (decrease of 51.1%).
The primary and secondary income accounts saw a surplus in the amount of 370.1 million euros,
which represents an increase of 22.9% in relation to 2019. A surplus of 61.6 million euros was realized
on the primary income account, which is almost four times more than in the previous year. This trend
is a result of smaller outflows based on compensations to employees and income from international
investments.The secondary income account regsistered a surplus in the amount of 308.5 million euros,
which represents an increase of 8.5% in relation to 2019. The inflow from remittances amounted to
564.2 million euros, approximately at the same level as in the previous year.
As for the financial account, the net inflow of foreign direct investments amounted to 467.5 million euros or 53.2% more than in the previous year, which resulted in the 42.9% coverage of the current account
deficit with a net FDI inflow. This trend is the result of a smaller outflow of foreign direct investments
compared to 2019, with a simultaneous increase in inflows based on inter-company debt.65 Based on
portfolio investments, a net inflow of 394.1 million euros (growth of 17%) was recorded in the observed
period, which is a result of the realized inflow based on the issue of Eurobonds of 745 million euros.
65

Intercompany loans are loans between related persons and represent a debtor position of direct investments.
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According to preliminary data, the current account deficit amounted to 1.1 billion euros in 2020 and it
was 46.4% higher compared to 2019. The current account recorded a deficit due to the deficit in foreign
trade although a larger decline in visible imports than visible exports resulted in a reduction of imbalance in visible trade compared to the previous year. The deficit in the visible trade account amounted
to 1.6 billion euros or 20.6% less than in 2019. This is a result of a significant decrease in total visible
imports, which amounted to 2 billion euros and it was 481.7 million euros or 19% lower than in the
previous year, mainly due to a decline in the import of oil and oil products, motor vehicles, and nonmetal mineral products. Total visible exports amounted to 408.6 million euros and it was 57 million
euros or 12.2% lower compared to 2019, which was largely caused by a decline in the export of oil and
oil products, electricity, and non-ferrous metals.
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In the same period, the account of other investments recorded a net inflow in the amount of 552.6 million euros (growth of 3.6%). Developments in this account are characterized by higher borrowing by
the government and banks on the basis of loans taken, while other sectors reduced their borrowings
abroad compared to 2019.
Table 7.1 6667
Balance of Payments of Montenegro during 2019 and 2020, in thousand euros66
No.

Item

2019

2020

Change in %

In % of GDP67

1

A. CURRENT ACCOUNT

-744,162

-1,089,084

46.4

-26.0

1.A

GOODS AND SERVICES BALANCE

-1,045,294

-1,459,169

39.6

-34.8
-39.1

1.A.a

Goods**

-2,065,515

-1,640,843

-20.6

1.A.a.1

Exports f.o.b.

465,591

408,591

-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

Expenses

501

2

-99.5

0.0

CURRENT AND CAPITAL ACCOUNT BALANCE

-744,056

-1,089,075

46.4

-26.0

3

FINANCIAL ACCOUNT, net

-859,480

-1,040,081

21.0

-24.8

3.A

Financial assets net increase

175,759

345,048

96.3

8.2

3.B

Liabilities net increase

1,035,239

1,385,129

33.8

33.0

3.1

Direct investments-net

-305,134

-467,548

53.2

-11.2

3.1.1

Financial assets net increase

67,424

-4,517

3.1.2

Liabilities net increase

372,558

463,032

24.3

11.0

3.2

Portfolio investments-net

-336,857

-394,143

17.0

-9.4

3.2.1

Financial assets net increase

3.2.2

Liabilities net increase

3.3

-0.1

30,609

29,500

-3.6

0.7

367,466

423,643

15.3

10.1

Financial derivate, net

28

222

692.9

0.0

3.3.1

Financial assets net increase

98

-39

3.3.2

Liabilities net increase

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

Liabilities net increase

295,144

498,715

69.0

11.9

3.5

CBCG reserves (changes)

316,046

373,964

18.3

8.9

4

NET ERRORS AND OMISSIONS (3-2-1)

-115,423

48,994

0.0
0.0
-13.2

1.2

Source: CBCG
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66

Montenegro’s balance of payments data is published in accordance with the new IMF methodology (IMF Balance of Payment Manual, sixth edition - BMP 6)

67

According to preliminary MONSTAT data, GDP amounted to 4,193.2 million euros in 2020.

7.1. Balance of payments
7.1.1. Current and capital accounts
Current account deficit is the result of a deficit on
the goods account, while a surplus was realized
on other accounts. Recorded foreign trade deficit of 1.6 billion euros, followed by a reduction
in the surplus on the services account, resulted
in an increase in the trade in goods and services
deficit (39.6%) during 2020. During the reporting
period, the coverage of visible imports with export amounted to 42.5%, being 24.9 pp lower in
relation to the previous year.

Graph 7.1
Quarterly structure of the current account of
Montenegro in the period 2018–2020,
in thousand euros

In the services account, during 2020, the realized
surplus was 82.2% lower, which is largely due to a
decrease in revenues from tourism and transport
compared to the previous year. The growth of the
current account deficit in 2020 was partially mitigated by an increase in the surplus on primary
and secondary income accounts of 22.9%.
Source: CBCG
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7.1.1.1. Visible trade68
Graph 7.2

During 2020, according to preliminary data from
MONSTAT, there was a decrease in total international visible trade by 18.1% compared to the previous year, which is a consequence of the decline
in both exports and imports. At the same time,
observed both in nominal and relative terms,
the decline in imports (of 497.1 million euros or
19.1%) was higher than the decline in exports (of
49.5 million euros or 11.9%). Negative changes on
the inflow, and especially on the outflow side, resulted in a reduction of the foreign trade deficit of
20.5%. Consequently, the coverage of visible imports by visible exports amounted to 17.4%, and
it was higher than in the previous year when it
stood at 16%.

Coverage of visible imports by visible exports
in the Montenegrin balance of payments
in the period 2005-2020, in %

Source: Monstat and CBCG calculations
68

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 visible imports and exports are presented as f.o.b. The adjustments made by the CBCG are
the reason for the differences in the data shown in Table 7.1 and the data analysed in this chapter.
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According to preliminary Monstat data, total visible exports amounted to 365.9 million euros. Observed
by SITC categories69, the decline in total exports was mostly due to s decline in the category mineral fuels
and lubricants whose export amounted to 59.7 million euros and it decreased by 30.5 million euros (fall
of 33.8 %) compared to the previous year. This decline was due to a decline in exports in the subcategory
oil and oil products, where a decline in visible exports amounted to 21.1 million euros (79.1%). A significant decline was also recorded in exports in the subcategory electricity of 8.7 million euros or 14.9%.
In the structure of exports according to the SITC, most products in the category raw materials other
than fuel were exported, i.e. 81.1 million euros, which represents 22.1% of total exports, although exports in this category decreased by 9.4 % compared to the previous year. Within this category, the
largest share belongs to the subcategory mineral ores and metal scrap in the amount of 46.5 million
euros, which is a decrease of 7.3% compared to the previous year. A significant share in exports (21.3%)
was also recorded in the category products classified according to the material that was exported in the
amount of 77.9 million euros, which is a decrease of 19.8% compared to the previous year. In this category, the most represented are non-ferrous metals whose exports amounted to 56.3 million euros (fall
of 10.9%), and iron and steel with exports of 12.8 million euros (fall of 30.8%).
Table 7.2
Structure of visible exports from Montenegro during 2019 and 2020, in thousand euros
Share
0
1
2
3
4
5
6
7
8
9

Food and livestock
Beverages and tobacco
Crude materials, inedible, except fuels
Mineral fuels and lubricants
Animal and vegetable oils and fats
Chemical products
Products classified by materials
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere
TOTAL:

2019

2020

Change

Difference

2020/2019 in %

2020/2019 (000 €)

2019

2020

25,397.6
23,253.8
89,452.3
90,250.9
686.7
28,936.1
97,205.3
40,451.7
19,849.3
0.0

28,634.5
19,081.4
81,053.9
59,717.5
535.5
30,431.9
77,918.7
37,639.2
22,936.8
8,000.0

6.1%
5.6%
21.5%
21.7%
0.2%
7.0%
23.4%
9.7%
4.8%
0.0%

7.8%
5.2%
22.1%
16.3%
0.1%
8.4%
21.3%
10.3%
6.3%
2.2%

12.7%
-17.9%
-9.4%
-33.8%
-22.0%
5.2%
-19.8%
-7.0%
15.6%

3,236.9
-4,172.4
-8,398.4
-30,533.4
-151.2
1,495.8
-19,286.6
-2,812.5
3,087.5
8,000.0

415,483.8

365,949.4

100%

100%

-11.9%

-49,534.3

Source: Monstat and CBCG calculations

Total visible imports amounted to 2.1 billion euros in 2020. The decrease in imports compared to the
previous year, observed by the SITC categories, was mostly due to a decline in the import of mineral
fuels and lubricants, which decreased by 118.9 million euros (41.8%). This trend is a consequence of
the decline in imports in the subcategory oil and oil products (95.4 million euros or 45.1%), as well as a
decline in imports in the subcategory electricity (20.9 million euros or 33.9%). A significant decline in
imports was also recorded in the category products classified by material (99.6 million euros or 21.1%),
which is a consequence of a decline in imports in the subcategory non-metal mineral products of 30.9
million euros (23.6%) compared to the previous year. The opposite trend, as a result of the COVID-19
pandemic, was observed in the subcategory medical and pharmaceutical products (part of the category
chemical products) where the imported value of 116.4 million euros was recorded, which is an increase
of 8.3% compared to the previous year.
The structure of imports according to the SITC is dominated by machines and transport devices
(23.1%), which import amounted to 485 million euros or 16.1% less than in the previous year. Within
69
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Standard International Trade Classification.

this category, the highest import was recorded by road vehicles in the amount of 122.2 million euros,
as well as electric machines, appliances and devices in the amount of 110.7 million euros. The second
largest share in the structure of visible imports was recorded by products in the sector food and livestock (18.8%), which were imported in the amount of 395.1 million euros, which is 16.7% less compared to the previous year. Within this category, the highest share belongs to meat and meat products
in the amount of 89.4 million euros and vegetables and fruits in the amount of 62.3 million euros.
Products classified according to the material which include a wide range of various products, also have
a significant share in the structure of imports (17.7%).
Table 7.3
Structure of visible imports to Montenegro during 2019 and 2020, in thousand euros
Share
2019

2020

2019

2020

Change

Difference

2020/2019

2020/2019
(in 000 euros)

0

Food and livestock

474,391.1

395,147.9

18.2%

18.8%

-16.7%

1

Beverages and tobacco

81,827.9

59,956.8

3.2%

2.8%

-26.7%

-21,871.1

2

Crude materials, inedible, except fuels

52,433.7

41,674.2

2.0%

2.0%

-20.5%

-10,759.5

3

Mineral fuels and lubricants

284,052.0

165,182.1

10.9%

7.8%

-41.8%

-118,869.9

4

Animal and vegetable oils and fats

5

Chemical products

6

Products classified by materials

471,122.0

371,505.4

18.1%

7

Machinery and transport equipment

578,146.4

485,006.0

22.2%

8

Miscellaneous manufactured articles

371,969.1

297,337.9

14.3%

9

Commodities and transactions not classified elsewhere

11,971.7

12,251.2

0.5%

0.6%

2.3%

279.5

274,839.2

271,641.3

10.6%

12.9%

-1.2%

-3,197.9

17.7%

-21.1%

-99,616.6

23.1%

-16.1%

-93,140.4

14.1%

-20.1%

-74,631.2

18.2

3,970.0

0.0%

0.2%

21.713.2%

3,951.8

2,600,771.5

2,103,672.8

100%

100%

-19.1%

-497,098.7

External Sector

TOTAL:

-79,243.2

Source: Monstat and CBCG calculations

In reference to exports by regions in 2020, the
main foreign trade partners of Montenegro were
CEFTA countries70 with 45.1%, followed by the
EU countries with exports share of 38.5%, EFTA
countries71 with the share of 2.1% and other countries with 14.3%. Most goods were imported from
the EU (45.1%), from CEFTA and EFTA countries
(28.8% and 1.9% respectively). Some 24.2% is imported from other countries (Graph 7.3).

Graph 7.3
Visible trade of Montenegro by regions
during 2019 and 2020, in million euros

Observed by individual countries, the biggest
export partners were: Serbia (101 million euros), Slovenia (35.8 million euros), and Kosovo
(23.4 million euros). In terms of import, the most
goods were imported from Serbia (414.9 million
euros), followed by China (218 million euros),
and Germany (204 million euros).
Source: MONSTAT
70

Central European Free Trade Agreement (CEFTA) is a trade agreement between Albania, Bosnia and Herzegovina, the
Republic of North Macedonia, Moldova, Serbia, the Republic of Kosovo and Montenegro.

71

European Free Trade Association (EFTA) is an international governmental organization consisted of Iceland, Liechtenstein, Norway, and Switzerland.
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Graph 7.4
Structure of visible exports and visible imports of Montenegro during 2020 by countries

Source: Monstat and CBCG calculations

Box 7.1 – Impact of the COVID-19 pandemic on international trade flows
In 2020, due to preventive measures introduced to combat the COVID-19 pandemic,
there was a reduction in economic activity
at the global level and a significant decline in
visible and invisible trade. International trade
began to slow down at the beginning of 2020,
but the significant consequences of the pandemic were felt only in the second quarter.
According to preliminary data from Unctad,
in the second quarter of 2020 visible exports
and imports at the global level were lower by
16.4% and 15% respectively, compared to the
same period in 2019. The structure of trade according to the classification of goods in China,
the United States and the European Union,
indicates that the decline in trade is highest
in the car and chemical industries. There was
a more significant decline in invisible trade
than in visible trade. In the second quarter
of 2020, invisible exports decreased by 27.6%
compared to the same period in 2019, while
imports decreased by 31%. Signs of recovery
can be seen in the third quarter of 2020, with
the recovery being more evident in international visible trade.

Graph 1
World visible and invisible trade in the period
2006–2020 (growth rate compared to the same
period of the previous year)

Source: UNCTAD

On the other hand, the pandemic has led to an increase in trade in medical products (medicines,
medical supplies, medical equipment and products for personal protection). In the first half of 2020,
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according to preliminary data from the World Trade Organization, trade in medical products increased
by 15.8% compared to the same period in 2019. The most significant growth was recorded in the trade
of textile face masks, which increased approximately six times. Over the same period, trade in products
considered critical in response to the COVID-19 pandemic72 increased by 29%.
Despite the growing trend, the structure of
trade in medical devices by category has not
changed significantly. In the first half of 2020,
medicines trade accounted for the largest
share of total trade in medical products (more
than 50%), while products for personal protection became the second largest category,
with a share of 18%, as a result of increased
trade in protective masks.
Analysis of products crucial for the fight
against COVID-19 in the first half of 2020
showed that trade dominated by China, Germany, and the United States. These three
countries are also the largest importers and
exporters of these products, although the
United States is a net importer, while Germany and China are net exporters. The largest increase in exports was recorded in China,
whose exports tripled in the first half of 2020
compared to the same period in 2019.

Graph 2
Global trade in medical devices at the end-June
2020 (growth rate compared to the same period of
the previous year)

Source: WTO

External Sector

Graph 3
Trade in medical devices in the first half of 2019 and 2020, by product categories

Source: WTO

Moreover, statistics on bilateral trade in products crucial to combating COVID-19 show that the United
States and Germany import the most products from China (40.7% and 33.1%, respectively). In addition,

72

Products critical to Covid-19 include: disinfectants/sterilizers; face masks; gloves; hand soap and hand sanitizer; patient
monitor and pulse oximeter; goggles and visors; sterilizer; syringes; thermometers; ultrasound scanning apparatus;
fans, oxygen masks; X-ray equipment and other devices such as computed tomography devices.
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China was the largest supplier of face masks, accounting for 56% of total exports of this category of
products worldwide in the first half of 2020.
According to the SITC the import of medical and pharmaceutical products to Montenegro increased
by 8.3% compared to 2019. However, if we take into account all the products that the World Trade Organization classifies as medical products in the analysis of trade at the global level (medicines, medical
supplies, medical equipment and personal protection products), the recorded growth is significantly
higher and amounts to 17.9%. As at the global level, the largest increase was recorded in the import of
masks, while the import of diagnostic and/or laboratory reagents as well as medicines for immunity
improvement increased significantly.

7.1.1.2. Services
Graph 7.5
Revenues structure for services in the balance
of payments of Montenegro during 2020, in %

Source: CBCG

Graph 7.6
Structure of expenditures for services in the
balance of payments of Montenegro during
2020, %

Source: CBCG
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Despite the great challenges caused by the pandemic in 2020, Montenegro recorded a surplus
of 181.7 million euros in in the international
invisible trade, which is 82.2% less than in the
previous year. The surplus on this account was
realized despite a significant drop in revenues
from services and due to a simultaneous drop in
expenditures. During the reporting period, the
total volume of invisible trade amounted to 1.2
billion euros, which represents the year-on-year
decrease of 51.1%.
Total revenues from services amounted to 1.4
billion euros, recording the annual increase of
8.6%. With 262.6 million euros, transport recorded the highest revenues, followed by traveltourism with 144.5 million euros, other business
services with 119.4 million euros, and telecommunication, computer and IT services with 61.5
million euros.
During 2020, the expenditure for services
amounted to 489.6 million euros and they were
27.7% lower than in the previous year. Expenditures on the basis of transport in the amount of
222.3 million euros had the largest share in the
structure of expenditures, followed by expenditure realized on the basis of other business services, which amounted to 120.3 million euros.
Within these services, the highest expenditures
arose from professional and consulting services
which added up to 86.2 million euros, and from
technical, trade and other business services in
the amount of 27.3 million euros.

In 2020, the transport services account recorded a surplus of 40.2 million euros, which is 29.8% less
than in the previous year. Transport revenues amounted to 262.6 million euros, recording a decrease
of 25.6%. Containment measures hampered the functioning of international transport and led to a
reduction in demand for this type of services, thus revenues from all major categories of transport
services declined.
The largest share in the total revenues on the account of transport services (34.6%) was recorded by
revenues from electricity transmission, which amounted to 90.8 million euros or 10.5% less compared to the previous year. In the structure of revenues from transport services, maritime transport
accounts for 18.7%, road transport 18.2%, while air transport accounts for 8.8% in total revenues.
Maritime transport revenues amounted to 49.2 million euros, recording an annual decline of 25.7%.
Revenues from road transport amounted to 47.9 million euros, which is 11% less in relation to the
previous year. Revenues recorded in air transport amounted to 23.2 million euros or 69.6% less, while
revenues in railway transport amounted to 9.7 million euros, which is 21.3% less than in the previous
year. Revenues realized on the basis of assistance, support and other transport services amounted to
39.7 million euros, which is approximately the same level as in 2019 (an increase of 1.2%).

Due to the corona virus pandemic, for the first time in ten years, there has been a significant decline
in travel and tourism revenues. According to preliminary data, in 2020 the estimated revenues from
Graph 7.7
Transport revenues in the balance of payments
of Montenegro during 2019 and 2020,
in thousand euros

Source: CBCG

Graph 7.8
Transport expenditures in the balance
of payments of Montenegro during
2019 and 2020, in thousand euros

Source: CBCG
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Total transport expenditures amounted to 222.3 million euros or 24.8% less compared to 2019. The
highest expenditures were realized on the basis of road transport and electricity transmission, and
they accounted for 33.4% and 30.3% of total expenditures, respectively. Expenditures from road transport amounted to 74.3 million euros, which represents an annual decline of 23.8%. In the electricity
transport, expenditures amounted to 67.4 million euros and were 26.7% lower than in 2019. Expenditures in air transport amounted to 22.1 million euros (a decrease of 50.6%), while expenditures in
maritime transport decreased by 17.6% compared to 2019 and amounted to 21.2 million euros. In the
railway transport, expenditures amounted to 6 million euros or 20.1% less than in the previous year.
Expenditures realized on the basis of assistance, support and other transport services amounted to
29.7 million euros, which is 24.6% more than in 2019.
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travel-tourism amounted to 144.5 million euros and were lower by 86.8% compared to last year. The
decrease in income from tourism is primarily the result of a significant decline in the number of arrivals and overnight stays of foreign tourists compared to the previous year, but also a decrease in accommodation prices. Expenditures on the basis of travel-tourism amounted to 26.1 million and they
were 49.8% lower compared to 2019. Due to such trends, the travel-tourism account recorded a surplus
of 118.4 million euros, which is 88.7% less than in 2019.
In the reporting period, the construction services account recorded total revenues in the amount of
38.8 million euros, which is an annual increase of 3.6%. Simultaneously, expenditure arising from
hiring non-residents in construction amounted to 19.6 million euros which represent a decrease of
49.1%. This trend in revenues and expenditures from construction services resulted in a surplus on the
construction services account in the amount of 19.1 million euros, while in 2019 this account recorded
a deficit of 1.2 million euros.
Revenues from other business services amounted to 119.4 million euros, with the main share of revenues arising from providing various businesses, professional and consulting services in the amount
of 88.3 million euros. Expenses for other business services amounted to 120.3 million euros, resulting
in deficit on this account amounting to 0.9 million euros. The increase in revenues on this basis was
7.4%, with a simultaneous decrease in expenditures of 21.7% resulted in a reduction of the deficit on
this account by 97.8% compared to 2019.

Box 7.2 – Impact of the COVID-19 pandemic on small countries and countries
with a large share of tourism in GDP
The COVID-19 pandemic is one of the biggest
pandemics in the last 100 years. According
to the IMF estimates, the crisis caused by this
pandemic resulted in the global economic decline of 3.5%, which is 0.9 pp less than initially
estimated due to a better economic recovery
in the second half of 2020.73
The pandemic caused major problems in terms
of tourism, which is considered one of the most
affected sectors. Containment measures introduced in most countries resulted in a significant year-on-year decline in tourism revenues.
The negative effects have spread to other
tourism-related activities and sectors. The
recovery of tourism has been further slowed
by the frequent changes of applicable restrictions, which has had a negative impact on the
confidence of tourists and entrepreneurs in the
sector. Uncertainty about the possibility of returning to the home country, additional costs
of conducting tests, quarantine upon arrival or
return, are just some of the reasons that nega-

73
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Graph 1
Countries with the largest share of tourism in GDP
in 2019*

* Only UN member states are shown.
Source: World Travel and Tourism Council (WTTC)

https://www.imf.org/en/Publications/WEO/Issues/2021/01/26/2021-world-economic-outlook-update

tively affected the confidence of tourists. Graph 1 shows countries with the largest share of tourism in
GDP during 2019, i.e. before the pandemic. Montenegro is 34th with the share of tourism in GDP of 21.7%.
Among those most affected territorially and
in terms of population are small countries, as
well as countries with a large share of tourism
in GDP, with island countries standing out. The
crisis caused major problems for the finances of
these countries. Economies of small countries
are very sensitive to external shocks, and due
to the large share of tourism in GDP, additional
pressure is created on finances and it paves the
way for the need for new borrowings. The island countries of this group are in a more difficult position due to the dependence of tourism
on the aviation industry, and there was recorded a decline in international flights of 60%
compared to 2019, according to ICAO data.74

Graph 2
Percentage decrease in international arrivals
during the period January - November 2020
compared to the same period in 2019*

External Sector

According to UNCTAD data75, the share of
tourism for small island developing countries
is almost 30% of GDP on average, generat- * Small Islands Developing States (SIDS)
ing about 30 billion US dollars. A 25% drop in
Least Developed Countries (LDCs)
tourism would result in a 7.3% to 16% drop in Source: World Tourism Organisation (UNWTO)
the GDP of these countries. The external debt
of these countries ranges from 72.4% to 200% of GDP. Countries whose economies are heavily dependent on tourism are working to provide the finances needed to implement a range of measures
and policies aimed at mitigating the negative effects of declining tourism revenues. Countries have
focused on providing assistance to the part of the population deemed to have been most affected. In
a large number of cases, banks have postponed loan repayment periods. Additional problem of these
countries is the large share of jobs in the tourism sector and other related activities in the economy.
The fall in prices caused by the lack of capacity has led to an increase in interest in domestic locations
by the local population. Domestic tourism has partially mitigated the negative impact of the crisis and
is expected to have a faster recovery than tourism at the international level.
The IMF expects the global economic growth of 5.5% in 2021 and 4.2% in 2022.76 Growth of the global
economy will largely depend on the speed of global vaccine distribution. According to the optimistic
scenario of McKinsey & Company, a recovery of up to 85% is expected in 2021, (compared to the results
achieved in 2019) and a full recovery by 2023. According to the pessimistic scenario, the recovery in
2021 could be only 60%, further delaying the return to the values from 2019.77
It is expected that the speed and quality of recovery will vary between countries, primarily depending
on access to vaccines and other medications, which may make it more difficult for small and developing countries to recover. That is why cooperation on the international level is important in order to
provide access to vaccines for all countries, and then international cooperation in debt restructuring of
the most vulnerable countries.
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7.1.1.3. Primary income
During 2020, a surplus of 61.6 million euros was realized on the primary income account, which is
a significant increase compared to the previous year (44.8 million euros). This trend is the result of a
smaller outflow on the basis of international investments (dividends and interest) and compensations
to employees.
Revenues recorded on the basis of primary income amounted to 284.4 million euros, which is 7.7% less
than in the previous year. The largest part of revenues realized on this basis consists of compensation
to employees in the amount of 261.7 million euros. Revenues from international investments amounted to 22.7 million euros, with the main share referring to collected interest in the amount of 16
Graph 7.9
million euros or 15.6% more than in 2019. The
inflow on the basis of paid dividends decreased
Structure of factor income revenues, in the
balance of payment of Montenegro in 2020, %
by 41.1% and it amounted to 6.7 million euros.

Source: CBCG

Expenditures on the basis of primary income
amounted to 222.8 million euros (a decrease of
23.5%), of which the largest part referred to expenditures on the basis of international investment (177.5 million euros), while 45.3 million
euros related to expenditures based on compensation to employees. In total expenditures arising
from international investment, interest repayment accounted for 134.5 million euros, which is
the annual decline of 19.1%.

7.1.1.4. Secondary income
Graph 7.10
Quarterly movements on the secondary
income account in the period 2018–2020,
in thousand euros

Source: CBCG
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During 2020, a surplus on the secondary income
account amounted to 308.5 million euros, which
is 8.5% more than in the previous year, due to a
higher inflow based on personal transfers and
various current government transfers.
Inflow from secondary income amounted to
391.6 million euros or 6.1% more in relation to
2019. In the revenues structure, 328.1 million
euros referred to other sectors (growth of 6.2%),
while 63.5 million euros referred to the government sector (growth of 5.7%). In the total inflow
of other sectors’ transfers, 262.3 million euros
arose from personal transfers to Montenegro,
which represents a 9.6% increase y-o-y. The
inflow on the basis of other current transfers
amounted to 65.8 million euros and it was 5.4%
lower compared to 2019, which is a consequence
of a decline in inflow on the basis of various
current transfers (aid and gifts of legal persons).

The largest share of other current transfers relates to social benefits (pensions) and it reached 40.2 million euros or 5.1% more than in the previous year.
During 2020, the outflow on the basis of secondary income (foreign transfers) amounted to 83.1
million euros, which is approximately at the same level as in 2019 (a fall of 1.9%). The government
sector accounted for the share of 12.7 million euros, while 70.4 million euros referred to other sectors. The outflow of monetary assets arising from personal transfers amounted to 40.4 million euros
or 6.8% less than in 2019, while the outflow arising from other current transfers amounted to 29.9
million euros.

7.2. Financial account
The financial account recorded an increase in net
capital inflows in 2020 due to an increase in net
inflows based on all categories of investments.
This increase in net inflows was largely due to
higher government borrowing on the international capital market, growth in intercompany
loans, as well as higher bank borrowing on the
basis of loans taken.

Graph 7.11
Quarterly structure of the financial account by
categories of investments in the period 2018–
2020, in thousand euros

Source: CBCG

Graph 7.12

Graph 7.13

Monthly inflow of total foreign direct
investments to Montenegro during 2019 and
2020, in thousand euros

Source: CBCG

External Sector

A positive result was realized on the account of
direct investments where the growth of net inflow was recorded. The net inflow of FDI amounted to 467.5 million euros, which is 53.2% more
than in 2019 and it is the result of a lower outflow
as well as an increase in inflows based on intercompany loans year-on-year. Total FDI inflow
amounted to 663 million euros, while the outflow
amounted to 195.5 million euros.

Monthly inflow of total foreign direct
investments in Montenegro during 2020, %

Source: CBCG
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In the reporting year, there was an increase in inflows based on debt investments, while equity investments decreased compared to the previous year. FDI inflow in the form of equity investments amounted to 240.2 million euros or 42.9% less than in 2019. Of this amount, 123.8 million euros related to investments in companies and banks (a 48.9% decline), while the inflow from investments in real estate
amounted to 116.4 million euros (a 34.6% decline). The inflow of FDI in the form of intercompany debt
amounted to 389.9 million euros, which represents an increase of 21.1% y-o-y.
The total outflow of FDI in 2020 amounted to 195.5 million euros, which is 58.7% less than in 2019.
The outflow structure shows that the outflow arising from residents` investments abroad amounted to
28.5 million euros, while the withdrawal of non-residents` funds invested in Montenegro amounted
to 167 million euros.
The investment portfolio recorded a net inflow in the amount of 394.1 million euros, which is 17%
more than in 2019 and this is the result of higher government borrowing based on issue of Eurobonds.
The net inflow on the account of other investments amounted to 552.6 million euros, which is 3.6%
more than in 2019 (by 19 million euros). Such developments are the result of higher government and
bank borrowings on the basis of loans taken compared to 2019, while at the same time other sectors
reduced their credit liabilities abroad. Inflow arising from the withdrawal of funds by other sectors
amounted to 309.8 million euros or 4.7% less compared to the previous year. At the same time, the
outflow from principal repayment amounted to 212.5 million euros, which is 45.4% more than in 2019.
At end-2020, the CBCG monetary assets in foreign accounts and in the vault increased by 374 million
euros compared to 31 December 2019.
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