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The Central Bank has passed ten sets of anti-crisis measures from the beginning of the pandemic with
the aim of curbing negative effects of this health crisis on the country`s banking system. The measures
ensured the preservation of soundness of the banking sector and, consequently, of the financial system
of Montenegro. During the reporting period, deposits and liquid assets recorded growth and reached
their historical highs, which indicates that the confidence in the banking system has been preserved.
From January to September this year, the banking sector in Montenegro was stable, as evidenced by
high liquidity and capitalization indicators. The financial result of Montenegrin banks was positive
and it recorded growth in relation to the same period of the previous year.
Total banking loans were 9% higher year-on-year, with both retail and non-financial sector recording
respective growths of 2% and 0.7%. At the same time, the largest part of the recorded loan growth refers to loans granted to non-residents, with the largest share therein of 78.5% belonging to bank funds
deposited with non-resident depository institutions. As a result of the lockdown aimed at curbing the
negative effects of the COVID-19 epidemic, certain industries faced liquidity and solvency crises in the
past period, unemployment in the country increased, and non-performing loans were on an uptrend,
recording the annual growth of 9.3%.
Total deposits with banks in the observed period also grew, being 20.9% higher annually. The most
significant depositors, retail and the non-financial sector, increased by 10.3% and 21.2%, respectively.
Due to the declining trend of banks’ lending interest rates, the difference between lending and deposit
interest rates was on a downtrend and amounted to 5.37 pp at the end of the observed period (5.46 pp
at end-September 2020).
The analysis of available macroeconomic data and the monitoring of forecasts of international institutions and the Government of Montenegro allowed the CBCG to continuously keep track of impact
of the measures taken to combat the negative effects of the pandemic on the Montenegrin banking
system and it determined that there was no need to make any further adjustments and deadlines with
regard to these measures.

2.1. Banks
2.1.1. Banks’ liquidity
During the first nine months in 2021, Montenegro’s banking sector was highly liquid, as evidenced by
the key liquidity indicators at the aggregate level that were above the statutory minimum19 (Graphs
2.1 and 2.2).
19

The applicable Decision on Minimum Standards for Liquidity Risk Management in Banks (OGM 60/08) lays down the
obligation of banks to maintain minimum liquidity ratios on daily and ten-day basis of 0.9 and 1.0, respectively.
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Graph 2.1
Aggregate daily liquidity indicator of banks in
Montenegro January 2019 - September 2021,
end-month

Liquidity of the banking sector increased in relation to the previous year, as shown by the daily
and ten-day liquidity ratios.
Daily liquidity ratio reached 2.19 at the end of the
reporting period (it stood at 1.92 at end-2020 and
1.34 at end-September last year).
The ten-day liquidity ratio reached 2.2 (it amounted to 1.99 at end-2020 and 1.36 at end-September
last year).
The average daily liquidity indicator in the reporting nine-month period amounted to 2.06
(1.30 in the same period last year).

Source: Banks’ daily reports

Graph 2.2
Aggregate ten-day liquidity indicator of banks
in Montenegro in the period January 2019 September 2021 (ten-day average)

From January to September this year, all banks
regularly settled their current obligations and
maintained their daily and ten-day liquidity ratios above the statutory minimums.
In relation to end-2020, the growth of liquidity
indicators was influenced by the growth of liquid
assets/receivables in the amount of 400.1 million
euros or 39.4%. Although matured liabilities for
loans and borrowings increased by 115.9 million
euros or 21.9%, a significant increase in liquid
assets caused the liquidity surplus to be 284.2
million euros or 58.5% higher in the observed
period. Compared to the same period of the previous year, an increase in the liquidity indicator
is a result of growth of liquid assets/receivables
in the amount of 451.6 million euros or 46.8% on
one hand, as well as a decrease in matured liabilities for loans and borrowings in the amount of
75.1 million euros or 10.4%. This is primarily the
result of the Central Bank’s liquidity measures
adopted in October 2020.20

Source: Banks’ ten-day reports

20
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As a part of the fifth set of the CBCG measures, banks were allowed to include 20% of demand deposits instead of 30%
when determining the amount of matured liabilities pursuant to the Decision on Minimum Standards for Liquidity Risk
Management in Banks. This measure was also adopted for the purpose of more efficient management of liquid assets.
Almost all banks exercised this right so the measure had a positive impact on their liquidity indicators in the last quarter
of the previous year.

Graph 2.3
Loans to deposits ratio in the banking system in
Montenegro, January 2019 - September 2021
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At end-September this year, banks` liquid assets
amounted to 1,417.4 million euros. In relation to
end-2020, liquid assets were 401.3 million euros
or 39.5% higher, while compared to the same period of the previous year it was 451.1 million euros or 46.7% higher. The share of liquid assets in
total assets reached 27.5%, at the end of the previous year it equalled 22.2%, while in the same
period of the previous year it stood at 21.1%.
At end-September, the loans to deposits ratio
amounted to 0.88 and it was lower in relation to
both end-2020 and the same period of the previous year when it was 0.94 and 0.97, respectively
(Graph 2.3).

Source: Banks’ ten-day reports

2.1.2. Aggregate balance sheet of banks
Total assets and liabilities of banks at end-September 2021 amounted to 5,157.8 million euros and
they were 571.3 million euros or 12.5% higher compared to end-2020 and 567.3 million euros or 12.4%
higher year-on-year.
Compared to the end of the previous year, the increase in total assets is largely the result of an increase
in total loans in the amount of 339.3 million euros or 10.7%, as well as an increase in cash and deposit
accounts with central banks in the amount of 129.7 million euros or 14.7%. Securities were also 122.9
million euros or 26.1% higher, while the category “other assets” recorded a decline of 7.3 million euros
or 3%.
Observed in relation to the same period of the previous year, growth of assets was mostly a result of
an increase in loans in the amount of 288.3 million euros or 9%, as well as the growth of cash and deposit accounts with central banks in the amount of 211.7 million euros or 26.4%. Securities also rose
by 113.3 million euros or 23.6%, while the category “other assets” recorded a decline of 37.3 million
euros or 13.8%.
Observed by the structure of liabilities, the largest growth compared to the end of the previous year
was recorded with deposits of 618.5 million euros or 18.3%, followed by capital with an increase of 39.2
million euros or 6.6%. On the other hand, loans recorded a downward trend in the amount of 83.1 million euros or 18.4%, as did the category “other liabilities” in the amount of 3.3 million euros or 1.9%.
Compared year-on-year, the largest increase in the amount of 689.3 million euros or 20.9% was recorded with deposits, followed by capital with an increase of 9.7 million euros or 1.6%, and other liabilities with a growth of 632,000 euros or 0.4%. A fall of 132.4 million euros or 26.4% was registered
with borrowings.
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Banks’ assets structure reveals that total banking loans accounted for the main share of 67.8%, while
the main share of 77.4% on the liabilities and capital side was recorded by deposits (Graph 2.4).
At end-September this year, the loans to deposits ratio amounted to 0.88 and it was lower compared to
both end-2020 and the same period last year when it stood at 0.94 and 0.97, respectively.
Total non-performing assets of banks amounted to 247 million euros, which is 30.7 million euros
or 14.2% more than at end-2020 and 18.9 million euros or 8.3% more year-on-year. The share of
non-performing assets in total assets of banks amounted to 4.79%, which is 0.07 pp more than at end2020 and 0.18 pp less than in the same period of the previous year (Graph 2.5).
Graph 2.4
Total assets and liabilities, loans and deposits
of banks in Montenegro, January 2019 September 2021, in thousand euros

Source: Banks’ reports

Graph 2.5
Non-performing assets, in thousand euros (lhs),
and share of non-performing in total banks’
assets, in % (rhs), in the period January 2019 September 2021

Source: Banks’ reports

At end-September 2021, banks recorded a positive financial result in the total amount of 43.6 million
euros, which is an increase of 20 million euros or 84.5% y-o-y. Eleven banks made a profit during the
reporting period, while one bank reported a loss.

2.1.3. Banks’ lending activity
During the period January - September 2021, albeit minor oscillations, total loans recorded a positive
trend and rose at a monthly average rate of 1.1%, which is an increase compared to the same period of
the previous year when the monthly average rate of growth had been 0.5%. At the end of the observed
period, banking loans amounted to 3,498.5 million euros, which is 339.3 million euros or 10.7% more
than at end-2020, and 288.3 million euros or 9% more y-o-y. The recorded positive trends in banks’
lending activity are partly a result of the implementation of the Central Bank measures taken with the
aim of mitigating the negative effects of the epidemic and they represent an important element of support to the economic recovery. Compared to the end of the previous year, seven banks recorded credit
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growth whereas five banks saw their lending decline. In relation to the same period of the previous
year, growth was recorded in eight banks, while a decrease was recorded in four banks.

Observed by sectors and in relation to the end
of the previous year, the highest growth was recorded in loans granted to non-residents in the
amount of 332 million euros or 104.3%. Having
in mind that banks` funds deposited with nonresident depository institutions accounted for the
largest share in non-residents’ loans21 (78.5%),
the growth is mostly the result of an increase in
these funds in the amount of 290 million euros
or 131.4%. In addition, bank loans extended to
this sector show an increase in the observed period, amounting to 42.2 million euros or 43.4%.
In addition to this sector, growth was recorded in
loans to the non-financial sector in the amount of
21.7 million euros or 2%, as well as the retail sector in the amount of 30.1 million euros or 2.2%.
A slight growth was recorded in loans granted
to NGOs and other non-profit institutions in the
amount of 233,000 euros or 2.1%. On the other
hand, a decline was recorded in loans extended
to the General Government in the amount of
37.5 million euros or 12.5%, as well as the financial sector in the amount of 7.1 million euros or
27.3%.

Graph 2.6
Banking loan structure by sectors, January 2019
- September 2021, in thousand euros

Source: Banks’ reports

Observed by sectors, the largest year-on-year increase in loans granted of 299.9 million euros or 85.6%
was recorded by loans to non-residents22, followed by the retail sector with an increase of 28.5 million
euros or 2%, and the non-financial sector with a growth of 7.9 million euros or 0.7%. On the other
hand, a decline was recorded in loans extended to the General Government in the amount of 34.3
million euros or 11.5%, the financial sector in the amount of 12.7 million euros or 40.3%, as well as to
NGOs and other non-profit institutions in the amount of 1 million euros or 8.3%.

21

Loans, if not stated otherwise, consist of loans granted to all sectors, deposits with banks and other depository institutions and other receivables (factoring and forfaiting, receivables on acceptances, guarantees and bills of exchange outstanding).

22

At end-September 2021, 78.5% of total non-residents' loans referred to deposits with banks, while 21.5% were net loans.
At the same time, deposits with banks amounted to 254.7 million euros, recording an increase of 100.5%, while net loans
reached 95.5 million euros, recording an increase of 46.1% compared to the same period of the previous year.
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The sectoral structure of bank loans indicates that the largest share of loans (81.4%) at the end-September
this year was extended to residents, reaching the amount 2,848.3 million euros. Of total approved
loans, 40.7% referred to the retail sector, followed by the non-financial sector with 32.3%, General
Government with 7.5%, financial sector with 0.5%, while the share of 0.3% referred to NGOs and
other non-profit institutions (Graph 2.6). At the end of the observed period, loans to non-residents accounted for 18.6% of total loans, of which 14.6% related to the financial corporations, 3.4% to the nonfinancial sector, and 0.6% to the retail sector.
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Graph 2.7
Loan growth in banks in Montenegro by sectors,
monthly rate, January 2019 September 2021,
in %

Observation of monthly rate of loan growth by
sectors reveals that the retail sector, NGOs, and
the non-financial sector had least fluctuations of
all loans granted, while loans to the financial sector and non-residents recorded more notable oscillations over the entire reporting period (Graph
2.7).
Debt arising from loans to resident legal persons and entrepreneurs amounted to 1,429.6
million euros at end-September 2021, which is
22.6 million euros or 1.6% more than at the end
of the previous year (Table 2.1). Nominal decline was mostly the result of a decline in loans
to state administration and defence and compulsory social security, information and communications, financial and insurance activities, and accommodation and food services. On
the other hand, nominal growth was recorded
primarily by loans to wholesale and retail trade
and repair of motor vehicles and motorcycles,

Source: Bank reports and CBCG calculations

Table 2.1
Loans to resident legal persons and entrepreneurs with banks in Montenegro
by industries as at 30 September 2021, in thousand euros
Industry
1. Agriculture, forestry and fishing
2. Mining and quarrying

15.253

17.360

24.796

-2.107

-12.1

-9.543

-38,5

3. Manufacturing industry

87,454

77,076

81,859

10,378

13.5

5,595

6.8
-3.0

4. Electricity supply

21,374

22,123

22,030

-749

-3.4

-656

5. Water supply

14,437

14,340

14,273

97

0.7

164

1.1

2.8

-3,112

-1.8

6. Construction
7. Wholesale and retail trade: repair of motor
vehicles and motorcycles
8. Transport and warehousing

166,513

161,912

169,625

4,601

353,270

339,875

350,437

13,395

3.9

2,833

0.8

47,910

44,051

47,793

3,859

8.8

117

0.2

9. Accommodation and food service activities

234,126

239,055

219,132

-4,929

-2.1

14,994

6.8

10. Information and communications

59,596

67,940

68,720

-8,344

-12.3

-9,124

-13.3

11. Financial and insurance activities

35,528

41,575

43,243

-6,047

-14.5

-7,715

-17.8

12. Real estate activities

21,341

20,692

21,399

649

3.1

-58

-0.3

13. Professional, scientific and technical activities

32,729

29,299

29,641

3,430

11.7

3,088

10.4

14. Administrative and ancillary service activities
15. Public administration and defence, compulsory
social security
16. Education

17,875

18,448

16,934

-573

-3.1

941

5.6

254,777

290,859

290,660

-36,082

-12.4

-35,883

-12.3

1,256

1,056

1,076

200

18.9

180

16.7

17. Human health and social work activities

11,910

13,061

10,500

-1,151

-8.8

1,410

13.4

18. Arts, entertainment and recreation

11,342

9,874

10,216

1,468

14.9

1,126

11,0

19. Other service activities
20. Total

Source: Banks’ daily reports
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30.09.2021 31.12.2020 30.09.2020 Sep 2021/Dec 2020 Sep 2021/Sep 2020
in 000
in 000
in 000
in 000
in 000
in %
in %
euros
euros
euros
euros
euros
26,022
27,277
31,304
-1,255
-4.6
-5,282
-16.9

16,864

16,317

16,546

547

3.4

318

1.9

1,429,577

1,452,190

1,470,184

-22,613

-1.6

-40,607

-2.8

The structure of loans by industries indicates
that the main share of loans referred to wholesale
and retail trade and the repair of motor vehicles
and motorcycles (24.7%), followed by state administration and defence and compulsory social
insurance (17.8%), accommodation and food service activities (16.4%), and construction (11.6%),
while 29.5% referred to all other sectors (Graph
2.8).
Observed by purpose, the main share of banking
loans referred to cash loans (21%), liquidity loans
(20.4%), housing loans (14.1%), loans for refinancing obligations to other banks (8.9%), loans
for the purchase of fixed assets (5.3%), overdraft
loans (3.2%), and loans for construction and renovation of buildings (2.4%). The remaining 24.7%
of banking funds were used for the preparation
of the tourist season, credit cards, consumer
loans, car purchases, and purchase of securities
and other purposes (Graph 2.9).
Economic trends triggered by the COVID-19 epidemic also affected the change in the structure
of loans by purpose. Thus, compared to the same
period of the previous year, liquidity loans were
75.7 million euros or 11.9% higher, followed by
housing loans that rose 58.3 million euros or
13.4% (Table 2.2). Loans for refinancing liabilities
to other banks increased by 37.3 million euros or
13.6%, as did loans under the „other“ category,
which increased by 187.7 million euros or 30.7%.

Graph 2.8
Bank loans to resident legal persons and
entrepreneurs by industries in the period
January 2019 - September 2021, in thousand
euros, end-month
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manufacturing industry, and construction.
In relation to the same period of the previous
year, debt decline arising from loans to resident
legal persons and entrepreneurs recorded at
end-September this year reached 40.6 million
euros or 2.8%. The largest nominal decline in
this period was recorded in loans to state administration and defence and compulsory social insurance, mining and quarrying, information and communications, financial and
insurance activities, as well as to agriculture,
forestry and fishery. On the other hand, nominal growth of loans in this period was recorded
by accommodation and food services, manufacturing industry, and professional, scientific
and technical activities.

Source: Banks’ reports

Graph 2.9
Structure of banking loans in Montenegro,
by purpose, end-September 2021, in %

Source: Bank reports and CBCG calculations
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On the other hand, a significant decrease of 22.9 million euros or 21.4% was recorded by loans for
construction and renovation of buildings, followed by a decline in current account overdrafts of 20.9
million euros or 15.7%, while loans for the procurement of fixed assets recorded a decrease of 15.6
million euros or 7.8%
Table 2.2
Banking loans in Montenegro by purpose, in thousand euros
Loan purpose
1. Liquidity (working capital)

30.9.2021

31.12.2020

30.9.2020

Sep 2021Dec 2020

Sep 2021
Dec 2020
in %

Sep 2021Sep 2020

Sep 2021
Sep 2020
in %

713,218

632,269

637,558

80,949

12.8

75,660

11.9

2. Construction and renovation of
buildings

84,286

85,264

107,172

-978

-1.1

-22,886

-21.4

3. Refinancing liabilities to other
banks

311,354

298,848

274,017

12,506

4.2

37,337

13.6

6,062

6,317

7,357

-255

-4.0

-1,295

-17.6%

4. Car purchase
5. Purchase of securities

6,074

6,471

6,475

-397

-6.1

-401

-6.2

6. Procurement of fixed assets

184,817

194,213

200,394

-9,396

-4.8

-15,577

-7.8

7. Preparation of tourist season

29,232

37,007

37,737

-7,775

-21.0

-8,505

-22.5

6,879

8,689

8,271

-1,810

-20.8

-1,392

-16.8

9. Cash (non-purpose)

736,064

730,358

735,450

5,706

0.8

614

0.1

10. Housing loans

494,056

470,407

435,711

23,649

5.0

58,345

13.4

16,144

15,768

16,527

376

2.4

-383

-2.3

8. Consumer loans

11. Credit cards
12. Overdrafts

112,049

103,180

132,966

8,869

8.6

-20,917

-15.7

13. Other

798,261

570,370

610,531

227,891

40.0

187,730

30,7

3,498,496

3,159,161

3,210,166

339,335

10.7

288,330

9.0

14. Total

Source: Banks’ reports

Banking loans are primarily approved in euros and for a period over one year. Of total loans granted,
those in euros accounted for 96.9%. Observed by maturity, a total of 77.1% of banking loans were longterm loans. Loans with agreed maturity over three years amounted to 2,359.8 million euros and they
made up the highest share both in long-term loans (87.5%) and in total loans (67.5%).
As a result of the lockdown in the past period, in order to supress the negative effects of the COVID-19
epidemic, certain industries faced a liquidity and solvency crisis, unemployment in the country increased, and this resulted in expected increase in non-performing loans. At end-September 2021,
banks’ non-performing loans (NPLs) amounted to 196.7 million euros and they were 23.8 million
euros or 13.8% higher as of end-2020, while their year-on-year increase reached 16.7 million euros or
9.3%. At the end of the observed period, NPLs accounted for 5.62% of total banking loans and their
share in total loans increased by 0.15 pp compared to end-2020 and by 0.02 pp year-on-year.
Compared to the end of the previous year, in the structure of resident legal entities by activities, the
highest growth of NPLs of 7.8 million euros or 37.1% was recorded with accommodation and food
services, while the most notable decline in NPLs was recorded in wholesale and retail trade and repair
of motor vehicles and motorcycles in the amount of 5.1 million euros or 18.9%. NPLs of resident retail
sector rose by 7.4 million euros or 13.1%. Non-resident legal persons saw a decline in NPLs of 477,000
euros or 2.1%, while NPLs of non-resident retail sector increased by 162,000 euros or 21.9%.

38

Total value adjustments of banking loans
amounted to 138.7 million euros, which is 9.7
million euros or 7.5% more than at end-2020 and
5.1 million euros or 3.8% more y-o-y. The coverage of NPLs with loan value adjustments amounted to 70.5% at end-September this year and it
decreased as a result of a significant increase in
non-performing loans both compared to the end
of the previous year when it amounted to 74.6%
and compared to the same period of the previous
year when it stood at 74.3% (Graph 2.10).
At the end of the observed period, past due loans
amounted to 137.3 million euros or 3.93% of total
banking loans. Past due loans declined by 7 million euros or 4.8% in relation to end-2020 and by
50.7 million euros or 27% year-on-year. The yearon-year decline in past due loans was recorded
in eight banks and it was largely the result of a
decline in the category of past due loans granted
to the non-financial sector. In relation to the end
of the previous year, the share of past due loans in
total loans was 0.64 pp lower, while compared to
the same period last year, it dropped by 1.93 pp.

Graph 2.10
NPLs and loan value adjustments, in thousand
euros (lhs), and share of NPLs in total loans, in
% (rhs) in banks in Montenegro, January 2019 September 2021

Source: Banks’ reports
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Compared year-on-year, in the structure of resident legal persons by industries, accommodation and
food services recorded the highest growth in NPLs of 11.5 million euros or 66.4%, while the largest
NPL decrease was recorded in transport and warehousing industries in the amount of 5.2 million
euros or 53.2%. NPLs of resident retail sector rose by 2.6 million euros or 4.2%. NPLs of non-resident
legal persons declined by 1.2 million euros or 5%, while NPLs of non-resident retail sector rose 110,000
euros or 13.9%.
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Box 2.1 – Measures of the Central Bank of Montenegro aimed at mitigating
the impact of the COVID 19 epidemic on the financial system
In 2021, the Central Bank of Montenegro (CBCG) continued to adopt appropriate measures to mitigate
the negative effects of the COVID-19 epidemic on the financial system. Since the epidemic outbreak,
the CBCG has implemented nine sets of temporary measures aimed at preserving the liquidity position
and growth of banks’ credit potential, as well as redirecting liquidity from the banking system to the
economy and households.
During the current year, four sets of interim measures have been passed. The measures enabled the
CBCG to preserve stability of the banking system, and thus the financial system as well.
At its session held on 1 March 2021, within the sixth set of measures the CBCG Council adopted the Decision Amending the Decision on Interim Measures for Mitigating the Negative Impacts of the COVID-19
Communicable Disease Epidemic on the Financial System (OGM 24/21). This set of measures was primarily aimed at micro-, small and medium-sized enterprises, i.e. the part of this sector that has suffered
the greatest consequences of the crisis caused by the epidemic, as well as at private individuals. The
decision expanded the list of priority activities, that is, loan beneficiaries entitled to a moratorium,
approval and restructuring of loans with preferential regulatory treatment according to the previous
decision. The new list contains the 111 most jeopardized activities, including loans approved for the
purpose of preparing for the tourist season and accommodation and food services. In order to provide
support to private individuals, the amendments to the previous decision gives the possibility to extend
the repayment period by a maximum of five years to credit users whose salaries have been reduced
by more than 10% as a result of the epidemic. Also, clients are allowed to use moratorium up to six
months in cases where the five-year repayment extension cannot preserve the unencumbered portion of salary defined under the Decision. In addition, in case a user’s loan is not secured by collateral in
accordance with regulations, during the restructuring and classification of loans, banks are allowed to
contract longer repayment period than that initially agreed and this up to five years, provided that the
final maturity does exceed ten years. Finally, having in mind the negative impact of measures taken to
combat the COVID-19 epidemic on business indicators and financial condition of loan beneficiaries in
the previous year, banks are allowed to exclude financial indicators of loan beneficiaries pertaining to
2020 (profitability, liquidity, capitalisation, indebtedness, and cash flows) during the period of validity
of the Decision.
As a part of the seventh set of measures, at its meeting held on 30 March 2021, the CBCG Council
adopted the Decision Amending Decision on Interim Measures for Mitigating the Negative Impacts
of the COVID-19 Communicable Disease Epidemic on the Financial System (OGM 33/21). The decision
extended the duration of the moratorium until 31 December 2021 for those loan beneficiaries whose
employment had been terminated as a result of the epidemic in the period from 31 March 2020 or
later. The decision also extended the previously specified list of jeopardized activities entitled to a
moratorium, approval and restructuring of loans with preferential regulatory treatment to the activity
of receiving and dispatching passengers and buses in road transport.
At its session held on 28 April 2021, CBCG Council adopted the Decision Amending the Decision on Interim Measures for Mitigating the Negative Impacts of the COVID-19 Communicable Disease Epidemic
on the Financial System (OGM 45/21) as a part of the eighth set of measures. The decision provides the
right to moratorium until 31 December 2021 to those persons who have been employed as of 31 March
2020 or later but whose employers, due to the consequences of the pandemic, had not paid them net
wages for more than three months before applying for the moratorium and/or, as specified in the second part of the Decision, the period of allowed credit or other exposure to one person or a group of related parties is to be limited and is subject to the prior approval of the Central Bank until 30 June 2021.
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At its session held on 25 May 2021, CBCG Council adopted the Decision Amending the Decision on Interim Measures for Mitigating the Negative Impacts of the COVID-19 Communicable Disease Epidemic
on the Financial System (OGM 53/21) as a part of the ninth set of measures. According to the decision,
the category of companies entitled to moratorium until 31 August 2021 also includes loan beneficiaries
whose total revenues in 2020 were at least 50% lower than in 2019.
At the meeting held on 29 October 2021, the CBCG Council passed the Decision Amending the Decision on Interim Measures for Mitigating the Negative Impacts of the COVID-19 Communicable Disease
Epidemic on the Financial System (OGM 116/21). The decision limits the application of the restructuring
measure until 30 October 2021. This amendment came as a result of recovery of business operations of
companies and their return to regular economic flows.

New loans
During January - September 2021, banks approved a total of 759.3 million euros worth of new loans.
Compared year-on-year, some 139 million euros or 22.4% more loans were approved.
The maturity structure of new loans shows that
the main share of 551.5 million euros or 72.6%
of loans were granted for a period longer than
one year. The share of long-term loans in the new
loans’ maturity structure slightly increased in relation to the same period in 2020 when it stood at
70.8% (Graph 2.11).

Graph 2.11
Maturity structure of new loans with banks
in Montenegro in the period January 2019 September 2021, in thousand euros

The purpose structure of new loans in the reporting period shows that the main share of 323.2
million euros or 42.6% were loans granted for
liquidity purposes, followed by cash loans with
185.9 million euros or 24.5%, loans for refinancing liabilities to other banks with 85.5 million
euros or 11.3%, as well as housing purchase and
renovation loans with 60.6 million euros or 8%.

Source: Banks’ reports
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2.1.4. Bank investments in securities
During the first nine months of 2021, banks investments in securities recorded an increase. Thus, the
amount of banks’ receivables from securities amounted to 594 million euros, being 122.9 million euros or 26.1% higher compared to the previous year-end and 113.3 million euros or 23.6% higher yearon-year (Graph 2.12).
Graph 2.12
Bank receivables from securities in
Montenegro, January 2019 - September 2021,
in thousand euros

The structure of banks’ investments in securities
indicates that banks mostly invest in a safe portfolio. Hence, at end-September 2021, the main
portion of 76% of total securities were invested
in various types of government securities (domestic and foreign), while 23.4% referred to nonresidents securities, and 0.6% to other securities.
The total amount of banks` receivables from securities of the General Government amounted to
452.5 million euros, being 79.8 million or 21.4%
higher compared to the end of the previous year,
i.e. 64.4 million euros or 16.6% higher in relation
to the same period in 2020.

Source: Banks’ reports

Graph 2.13
Investments of banks in Montenegro in
government securities, in the period 2019 September 2021, in thousand euros

Source: Banks’ reports
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Of the total amount of the General Government
securities, some 354.1 million euros or 78.2%
were banks’ investments into Montenegro`s Eurobonds, domestic government bonds amounted
to 98.5 million euros or 21.8%, while there were
no investments in treasury bills (Graph 2.13).
Investments in government Eurobonds increased
by 78.4 million or 28.4% in relation to the end of
the previous year and by 93.2 million euros or
35.7% year-on-year. On the other hand, banks’
investments in domestic government bonds rose
by 11.4 million euros or 13.1% compared to the
end of the previous year but they declined by 18.8
million euros or 16% in relation to the same ninemonth period of the previous year.
The total amount of banks’ receivables arising
from non-resident securities amounted to 139
million euros as at end-September this year and
they were 47.4 million euros or 51.8% higher
compared to the end of the previous year, and
53.1 million euros or 61.9% higher year-on-year.
Banks’ receivables from securities of other sectors amounted to 3.3 million euros and they were

lower compared to both the end of the previous year (by 356,000 euros or 11.9%) and the same period
in 2020 (451,000 euros or 15.6%).

2.1.5. Deposits
Monetary Developments

At end-September 2021, deposits with banks reached their record high of 3,991.3 million euros,
which is 618.5 million euros or 18.3% more than at end-2020 and 689.3 million euros or 20.9% more
year-on-year. Consequently, during the period January - September of the current year, deposits grew
at an average monthly rate of 1.9%, while in the same period last year they decreased at an average
rate of 0.6%.
Deposits by residents accounted for the main share in total deposits and reached 2,983 million euros or
74.7% at end-September this year. In the structure of total deposits, 33.8% referred to the retail sector,
31.5% to the nonfinancial sector, 6.8% to the General Government, 1.5% to NGOs and other non-profit
organizations, and 1.1% to the financial sector.
With the exception of the financial sector, deposits by all sectors increased compared to the end of the
previous year. The highest growth of deposits in the amount of 382.9 million euros or 14.7% was recorded by residents, followed by non-residents with an increase of 235.6 million euros or 30.5%. Among
residents, the highest growth of 242.2 million euros or 23.9% was recorded by the non-financial sector,
followed by the retail sector with a growth in deposits of 96.8 million euros or 7.7%. Deposits by the
General Government increased by 44.4 million euros or 19.7%, while deposits of non-governmental
and other non-profit organizations rose by 2.1 million euros or 3.6%. The financial sector`s deposits
declined in the reporting period by 2.6 million euros or 5.5%.
Also, compared to the same period of the previous
year, with the exception of the financial sector,
deposits by all sectors increased. Here the highest
growth of 394.1 million euros or 15.2% was recorded by resident deposits, followed by non-resident deposits with an increase of 295.2 million
euros or 41.4%. The highest growth with resident
deposits was recorded by the non-financial sector
in the amount of 220 million euros or 21.2%, as
well as by the retail sector, in the amount of 126.4
million euros or 10.3%. Deposits by the General
Government increased by 45.8 million euros or
20.5%, while deposits by NGOs and other nonprofit organizations rose by 3.3 million euros or
5.8%. The financial sector`s deposits declined
year-on-year by 1.5 million euros or 3.1% (Graph
2.14).
Of total deposits at the end of the reporting period, demand deposits accounted for 2,983 million
euros or 74.7% of total deposits in banks, while
915.9 million euros or 23% referred to time deposits, and 92.5 million euros or 2.3% referred to
funds on the escrow account.

Graph 2.14
Deposits with banks in Montenegro by sectors,
January 2019 - September 2021,
in thousand euros

Source: Banks’ reports
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Compared to the end of the previous year, demand deposits increased by 576.2 million euros, while
they rose 675.6 million euros year-on-year. At the same time, long-term deposits increased by 10.8
million euros but they declined by 14.9 million euros year-on-year. Compared to the end of the previous year, short-term deposits declined both compared to end-2020 and the same period last year by
28.6 million euros and 47.8 million euros, respectively. Funds on the escrow account increased by 60.1
million euros and 76.4 million euros compared to end-2020 and year-on-year, respectively.
Graph 2.15
Maturity structure of deposits with banks
in Montenegro in the period January 2019 September 2021, in %

The share of demand deposits in total deposits
reached 74.7% at end-September this year, and
this is an increase of 3.38 pp and 4.86 pp in relation to the end of the previous year and the same
period last year, respectively.
The share of long-term deposits in total deposits
amounted to 11% and it recorded a 1.69 pp decline
compared to end-2020 and the year-on-year decrease of 2.74 pp. The share of short-term deposits in total deposits was 12%, which is a decrease
of 3.05 pp compared to the end of the previous
year and a 3.95 pp decline compared to the same
period of the previous year. At end-September
this year, funds on the escrow account made up
2.3% of total deposits, which is an increase of
1.36 pp compared to the end of the previous year
and a 1.83 pp increase year-on-year (Graph 2.15).

Source: Banks’ reports

2.1.6. Retail and nonfinancial sector
2.1.6.1. Retail sector
Total debt of the retail sector on the basis of bank loans amounted to 1,424.2 million euros at the end of
September 2021, which is 40.7% of the total approved bank loans. The loan debt of this sector increased
by 30.1 million euros or 2.2% in relation to end-2020, and by 28.5 million euros or 2% year-on-year.
With certain oscillations, retail loans grew at an average monthly rate of 0.2% during the period January - September of the current year, while in the same period last year they grew at a rate of 0.3%.
The retail sector mostly borrows from banks and with the repayment period exceeding one year. At
end-September 2021, 98.3% of total loans granted to this sector were long-term loans.
Debt per capita23 reached 2,294 euros or 2.2% more year-on-year.
In the period January - September 2021, retail deposits were on an uptrend. They grew at an average
monthly rate of 0.8% during this period, while in the comparative period last year they decreased at
23
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Population estimate for 2021: estimate as at 1 January 2021, source: MONSTAT

the same rate. At end-September this year, retail deposits amounted to 1,350.9 million euros, which
was 96.8 million euros or 7.7% more than at the end of the previous year and 126.4 million euros or
10.3% more than in same period of the previous year.

Graph 2.16
Maturity structure of retail deposits with banks
in Montenegro in the period January 2019 September 2021, in %

Source: Banks’ reports

Graph 2.17
Loans, deposits and net savings/indebtedness
of households with banks in Montenegro in the
period January 2019 - September 2021,
in thousand euros

Source: Banks’ reports

Retail loans were higher than the funds this sector deposited in banks over the January - September
2021 period. The retail net debt amounted to 73.4 million euros at the end of the reporting period
and it was 66.8 million euros or 47.6% lower than at end-2020 and 97.8 million euros or 57.1% lower
year-on-year (Graph 2.17).
The loans to deposits ratio for this sector amounted to 1.05, which is a slight improvement relative to
2020 year-end when it stood at 1.11, as well as relative to the same period of the previous year when it
stood at 1.14.
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At the end of the reporting period, demand deposits accounted for 66.3% of total retail deposits,
short-term deposits made up 18.1%, while 15.6% referred to funds deposited for a period over one year.
Demand deposits recorded an increase of 107.5 million euros or 13.6% as of end-2020 and a growth of
142.6 million euros or 18.9% in relation to the same period of the previous year. Short-term retail deposits recorded a slight decline of 2.2 million euros or 0.9%, while long-term deposits of this sector decreased by 8.4 million euros or 3.8% compared to the end of the previous year. In relation to the same
period in 2020, short-term deposits were 8.2 million euros or 3.5% higher, while long-term deposits
dropped by 24.1 million euros or 10.3%. (Graph 2.16).
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2.1.6.2. Non-financial sector
At end-September this year, the non-financial sector24 reported a debt arising from loans in the total amount of 1,130.9 million euros, which accounted for 32.3% of total banking loans granted. At
the end of the observed period, loans of this sector were 21.7 million euros or 2% higher than at
Graph 2.18
the end of the previous year, while compared to
Loans to the non-financial sector with banks in
the same period of last year they were 7.9 milMontenegro, in thousand euros (lhs), and monthly
change in loans to the non-financial sector, in %
lion euros or 0.7% higher. On average per month,
(rhs), in the period January 2019 - September 2021
loans to this sector grew at a rate of 0.2% during
the reporting period, while in the same period
last year they grew at a rate of 0.5% (Graph 2.18).
In the conditions of economic downturn, the
growth of loans to the nonfinancial sector was
primarily a result of the fewer internal sources of
financing for companies and their reduced need
to service matured liabilities. This also resulted
in a greater dominance of liquidity loans in total loans. Loans for maintaining liquidity (working capital) amounted to 713.2 million euros at
end-September of the current year and they recorded an increase of 80.9 million euros or 12.8%
compared to end-2020 and a 75.7 million euros
or 11.9% increase y-o-y.
Source: Bank reports and CBCG calculations

Graph 2.19
Net savings/indebtedness of non-financial
sector with banks in Montenegro in the period
January 2019 - September 2021, in thousand
euros

Non-financial sector is the second most important depositor in Montenegro’s banking system.
At end-September, total deposits by this sector
amounted to 1,256.9 million euros, accounting
for 31.5% of total deposits. Deposits by the nonfinancial sector recorded an increase of 242.2
million euros or 23.9% compared to the end of
the previous year, and an increase of 220 million
euros or 21.2% compared to the same period of
the previous year.
In the period January-September 2021, deposits
granted to the non-financial sector were higher
than their borrowings, with net savings of this
sector amounting to 126.1 million euros at the
end of September, which is an increase of 220.5
million euros or 1.3 times more compared to the
end of the previous year, while compared to the
same period last year there was a decrease in
their net debt in the amount of 212.1 million euros or 1.5 times (Graph 2.19).

Source: Bank reports and CBCG calculations
24
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Private companies account for the largest share in this sector.

At end-September 2021, the loans to deposits ratio for the non-financial sector amounted to 0.90, improving in relation to end-2020 when it amounted to 1.09 as well as compared to end-June 2020, when
it amounted to 1.08.

Monetary Developments

Box 2.2 – Sectoral net savings/indebtedness
As a result of the record high deposits in the banking system as well as a very stable and liquid banking
sector, there was an increase in sectoral net savings / a decline in net indebtedness, as well as a decline
in the loans to deposits ratio.
Observed in terms of share in total deposits, the retail sector was the first largest depositor in the
banking system with 1,350.9 million euros or 33.8% of total deposits at the end of September 2021.
The loans to deposits ratio of this sector was 1.05 (Graph 1), which is an improvement compared to the
end of the previous year when the ratio had stood at 1.11, as well as compared to the same period last
year, when the ratio had reached 1.15. Observed in absolute terms, net indebtedness of the retail sector
amounted to 73.4 million euros and it decreased by 66.8 million euros or 47.6% compared to end-2020
and by 97.8 million euros or 57.1% year-on-year.
Deposits of the non-financial sector amounted to 1,256.9 million euros or 31.5% of total deposits, with
the accompanying loans to deposits ratio standing at 0.90. This ratio decreased compared to the end
of the previous year (1.09) as well as the same period last year (1.08). At the end of September 2021, net
savings of the non-financial sector amounted to 126.1 million euros, which resulted in the transition
from net indebtedness of this sector that amounted to 94.4 million euros at the end of the previous
year and 86.1 million euros at the end of the comparative period of the previous year.
At the same time, 6.8% of total deposits or 269.9 million euros were General Government deposits.
The loans to deposits ratio of this sector at the end of September this year stood at 0.97 and it decreased compared to the end of the previous year and the same period last year when, in both cases,
it amounted to 1.33. Net savings of the General Government sector amounted to 7 million euros,
which resulted in the transition from net indebtedness of this sector that amounted to 75 million
euros at the end of the previous year and 73.2 million euros at the end of the comparative period of
the previous year.
Deposits of NGOs and other non-profit institutions amounted to 60.7 million euros and they accounted for 1.5% of total deposits. The loans to deposits ratio of these organisations amounted to 0.19 at
end-September 2021 and it did not change as of end-2020, but it declined compared to the same
period last year when it was 0.22. Net savings of NGOs and other non-profit organizations amounted
to 49.2 million euros, which resulted in a 1.9 million euros or 3.9% increase compared to the end of
the previous year as well as in relation to the same period last year in the amount of 4.4 million euros
or 9.8%.
Total deposits of the financial sector amounted to 44.6 million euros, accounting for 1.1% of total deposits. The loans to deposits ratio for the financial sector amounted to 0.42 and it declined in relation to
end-2020 when it amounted to 0.55 as well as compared to end-September 2020 when it stood at 0.68.
Net savings of the financial sector amounted to 25.8 million euros, which resulted in a 4.5 million euros
or 21% increase compared to the end of the previous year as well as in relation to the same period last
year in the amount of 11.3 million euros or 77.6%.
Total deposits of non-residents amounted to 1,008.3 million euros, accounting for 25.3% of total deposits. The loans to deposits ratio of this sector was 0.64 at the end of September 2021, which resulted
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in an increase compared to the end of the previous year when it was 0.41, as well as an increase of 0.49
compared to the same period of the previous year. Net savings of the non-resident sector amounted
to 358.1 million euros, which resulted in a 96.4 million euros or 21.2% decline compared to the end of
the previous year as well as in relation to the same period last year in the amount of 4.8 million euros or
1.3%. The decline in net savings of non-residents is the result of significantly faster credit growth compared to depositing by this sector. Compared to the end of the previous year, loans to non-residents increased by 332 million euros or 104.3%, while
they rose by 299.9 million euros or 85.6% Graph 1
year-on-year. Compared to the end of the pre- Loans to deposits ratio by sectors,
vious year, funds deposited by non-residents January 2019 - September 2021
increased by 235.6 million euros or 30.5%, and
by 295.2 million euros or 41.4% year-on-year.
The aggregate loans to deposits ratio for
the banking sector amounted to 0.88 and
it improved in relation to end-2020 when
it amounted to 0.94 as well as compared to
end-September 2020 when it amounted to
0.97. At the level of the banking sector, net
savings amounted to 492.8 million euros
and they increased compared to the end of
the previous year by 279.1 million euros or
130.6% and by 401 million euros or 436.6%
year-on-year.

Source: Banks’ reports

2.1.7. Banks’ foreign assets and liabilities
Foreign assets of banks amounted to 1,024 million euros as at end-September 2021, being 415.6 million euros or 68.3% higher compared to the previous year-end and 385.1 million euros or 60.3% higher
year-on-year.
The recorded increase in foreign assets compared to end-2020 was largely the result of an increase in
bank deposits with foreign banks in the amount of 290 million euros or 131.4%. In addition, investments in debt securities were 50.9 million euros or 61.9% higher, followed by loans to non-residents
in the amount of 42.2 million euros or 43.4%, while cash increased by 35.9 million euros or 18.1%. In
the structure of foreign assets of banks, investments in shares and other equity securities recorded
a decline of 3.3 million euros or 34.4%, followed by other foreign receivables that dropped by 65,000
euros or 75.6%.
Compared to the same period of the previous year, the growth of foreign assets is primarily the result
of an increase in deposits with foreign banks in the amount of 255.9 million euros or 100.5%. Besides, investments in debt securities increased by 57 million euros or 75%, followed by loans to nonresidents in the amount of 44.3 million euros or 46.5%, while cash increased by 31.7 million euros or
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Graph 2.20
Structure of banks` foreign assets in
Montenegro, January 2019 – September 2021,
in thousand euros

Monetary Developments

15.6%. In the structure of banks’ foreign assets,
investments in shares and other equity securities
decreased in relation to the same period of the
previous year by 3.8 million euros or 37.2%, as
did other foreign receivables, by 72,000 euros or
77.4% (Graph 2.20).
The most important category in the structure of
banks` foreign assets were deposits with foreign
banks, which amounted to 510.6 million euros
as at end-September 2021 and they accounted
for 49.9% of foreign assets. In addition to deposits, cash and loans to non-residents accounted
for significant shares of foreign assets of 22.9%
and 13.6%, respectively, while debt securities accounted for 13%. The remaining 0.6% referred to
shares and other equity investments, whereas the
share of other foreign receivables was negligible.

Foreign liabilities of banks amounted to 1,315.5
million euros at end-September this year and Source: Banks’ reports
they recorded an increase of 147 million euros or
12.6% compared to the end of the previous year.
The growth of foreign liabilities of banks is mostly the result of growth of deposits by non-residents in
the amount of 236.1 million euros or 30.5%, while the category of other foreign liabilities increased by
3.5 million euros or 42%. In the structure of foreign liabilities, borrowings from non-residents were 92.4
million euros or 24.6% lower, while debt securities to non-residents decreased by 199,000 euros or 2.2%.
Compared to the same period of the previous
year, foreign liabilities of banks recorded an increase of 154.4 million euros or 13.3%. Growth
of foreign liabilities of banks is mainly the result of growth in deposits by non-residents in
the amount of 295.7 million euros or 41.3%. On
the other hand, borrowings from non-residents
recorded a decline of 138.5 million euros or
32.8%, while other foreign liabilities decreased
by 2.6 million euros or 18%, and debt securities
to non-residents decreased by 192,000 euros or
2.1%.
Foreign liabilities` structure at end-September
2021 shows that non-resident deposits accounted for the main share of 1,010.8 million euros
or 76.8%, while 283.9 million euros or 21.6%
referred to borrowings from non-residents, followed by other foreign liabilities items with 0.9%,
and debt securities to non-residents with 0.7%
(Graph 2.21).

Graph 2.21
Structure of foreign assets of banks in
Montenegro, January 2019 – September 2021,
in thousand euros

Source: Banks’ reports
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The most significant foreign source of bank funding during the first nine months of 2021 was retail deposits with 569.5 million euros or 56.5% and they recorded an increase of 73.5 million euros or 14.8%
in relation to end-2020 and a 125.1 million euros or 28.2% growth year-on-year. The second important
foreign depositor was foreign companies with the share of 430.4 million euros or 42.7%, which saw an
increase of 156.2 million euros or 57% compared to the end of the previous year, while compared to the
same period of the previous year they increased 194.2 million euros or 82.3%. The amount of 4.5 million
euros or 0.4% was deposited by foreign financial
Graph 2.22
institutions, resulting in a decrease of 7.3 million
euros or 61.1% compared to the end of the previNon-resident deposits by sectors with banks
ous year, and a 24.7 million euros or 84.7% dein Montenegro in the period January 2019 September 2021, in thousand euros
crease compared to the same period of the previous year. The amount of 3.9 million euros or 0.4%
of foreign deposits referred to deposits by other
non-residents, which is an increase of 867,000
euros or 28.6% compared to end-2020, and an increase of 491,000 euros or 14.4% in relation to the
same period of the previous year (Graph 2.22).

Source: Banks’ reports

Graph 2.23
Net foreign assets of banks in Montenegro,
January 2019 - September 2021, in thousand
euros

Source: Banks’ reports
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During the first nine months of 2021, foreign assets were constantly below foreign liabilities, as
they had been over the previous longer period,
so net foreign assets amounted to -291.4 million
euros at end-September. The difference between
foreign assets and liabilities decreased compared
to the end of the previous year by 268.6 million
euros or 48%, while compared to September
2020, it declined by 230.7 million euros or 44.2%
(Graph 2.23).
Graph 2.24
Share of foreign assets, foreign liabilities and
net foreign assets in total assets and liabilities
of banks in Montenegro, January 2019 September 2021, in %

Source: Bank reports and CBCG calculations

The foreign liabilities to total assets and liabilities ratio of banks shows that non-residents financed
25.5% of total banks` assets, while 19.9% of banks’ assets related to banks’ claims on non-residents.
The gap between foreign assets and foreign liabilities of banks amounted to -5.6 pp at end-September
this year, being lower in relation to end-2020 when it amounted to -12.2 pp and relative to the same
period of 2020 when it amounted to -11.4 pp (Graph 2.24).
Monetary Developments

2.1.8. Banks’ capital
Graph 2.25

Total capital of banks amounted to 628.7 million euros at end-September 2021 and it was
39.2 million euros or 6.6% higher than at the
2020 year-end, and it recorded the year-on-year
growth of 9.7 million euros or 1.6% (Graph 2.25).
The increase in capital in this period is primarily the result of growth of retained earnings, as
well as an increase in the current period`s profit.
At end-September, two banks recorded a decline
in total capital in relation to end-2020, while all
other banks recorded increase. From January to
September of the current year, there were no recapitalisations with banks in Montenegro.
Compared to the same period of the previous
year, two banks recorded a decline in total capital, while the other ten banks recorded increase.
Share capital was 20.7 million euros25 or 3.8%
lower.
Total financial result at end-Q3 2021 was positive
and amounted to 43.6 million euros, which is an
increase of 20 million euros or 84.5% in relation
to the same period of the previous year (Graph
2.26).

Total capital of banks in Montenegro in the
period January 2019 - September 2021,
in thousand euros

Source: Banks’ reports

Graph 2.26
Financial result of banks in Montenegro at the
aggregate level in the period January 2019 September 2021, in thousand euros

The main share in the ownership structure of
banks’ capital referred to foreign capital with
85.7%, followed by domestic private capital with
12.7%, while the state accounted for a mere share
of 1.6%.

Source: Banks’ reports

25

In December 2020, CKB and Podgorička banka merged, which reduced the share capital of these banks by 24.7 million
euros, while there were two recapitalisations in the amount of 4 million euros over the one-year period.
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Graph 2.27
Total capital of banks in Montenegro (lhs), in
thousand euros, and the solvency ratio (rhs),
January 2019 - September 2021, in %

The solvency ratio of the banking system was
above the statutory minimum of 10%, standing at 18.53% at the end of the reporting period.
Thus, the solvency ratio improved compared to
the end of 2020 when it amounted to 18.52%,
while it deteriorated compared to the same period of the previous year, when it amounted to
19.34% (Graph 2.27).

2.1.9. Banks’ reserve requirements

Source: Bank reports and CBCG calculations

At end-September 2021, required reserves
amounted to 209.6 million euros or 30.2 million
euros (16.8%) more compared to end-2020, while
compared to the same period of the previous
year they were 31.1 million euros or 17.4% higher
(Graph 2.28).

Graph 2.28

Graph 2.29

Allocated reserve requirement (lhs) and total
deposits (rhs) with banks in Montenegro,
January 2019 - September 2021, in million
euros

Source: Banks’ daily reports

Bank reserve requirement to total deposits and
borrowings ratio in Montenegro, January 2019 September 2021, in %

Source: Banks’ reports

The effective reserve requirement rate, measured as the allocated reserve requirement to total deposits
ratio, amounted to 5.25% at end-September this year, recording a decline both in relation to end-2020
when it amounted to 5.32% and the same period of the previous year when it stood at 5.41%.
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The reserve requirement to deposits and borrowings ratio amounted to 4.81% and it was higher both
in relation to end-2020 and the same period last year when it was 4.69% (Graph 2.29).
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Some 58.4% of the total amount of allocated reserve requirement at end-September was allocated
to the reserve requirement accounts in the country, while the remaining 41.6% was allocated to the
CBCG`s foreign accounts.
In the reporting period, none of the banks resorted to their reserve requirement for liquidity purposes,
and all twelve of them allocated the prescribed amount of required reserves.

2.2. Banking interest rates
2.2.1. Lending interest rates
On total loans granted
The weighted average nominal and effective interest rates on total loans granted were on a downtrend
during the first nine months of 2021.
The weighted average nominal interest rate (WANIR) on total banking loans amounted to 5.21% at
end-September and it recorded a decline of 0.12 pp in relation to end-2020 and a 0.13 pp decrease
year-on-year.
The weighted average effective interest rate (WAEIR) on total banking loans amounted to 5.72% and
it recorded a decline of 0.12 pp in relation to end-2020 and a 0.14 pp decrease year-on-year. (Graph
2.30)
Graph 2.30
Lending interest rates on total loans at the
system level, in the period January 2019 September 2021, in %

Source: Bank reports and CBCG calculations

Graph 2.31
WAEIR of banks in Montenegro on total loans
by maturity, in the period January 2019 September 2021, in %

Source: Bank reports and CBCG calculations
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Interest rates on short-term loans slightly oscillated during the reporting period, while those
on long-term loans recorded a declining trend. The WAEIR on short-term loans stood at 4.48% at
end-September, dropping by 0.09 pp as of end-2020 but being 0.02 pp higher than in the same period
last year. The WAEIR on long-term loans amounted to 5.80%, which is 0.12 pp below the level recorded
at end-2020 and 0.15 pp below the level recorded in the same month last year (Graph 2.31).
On new loans
Interest rates on new loans fluctuated significantly in the reporting period. The WANIR on new banking loans amounted to 5.22% at end-September and it recorded an increase of 0.58 pp in relation to
end-2020 and a 0.32 pp growth year-on-year. At the same time, the WAEIR on new loans amounted
to 5.90% and it recorded an increase of 0.74 pp as of end-2020 and the year-on-year increase of 0.51 pp
(Graph 2.32).
The WAEIR on short-term banking loans amounted to 5.38% at end-September and it recorded an
increase of 1.66 pp in relation to end-2020 and a 1.01 pp growth year-on-year. At the same time, the
WAEIR on loans with maturity exceeding one year amounted to 5.92% and it increased by 0.09 pp as
of end-2020 and by 0.35 pp year-on-year (Graph 2.33).
Observed by the loan purpose, the highest WAEIR was recorded on short-term all-purpose mortgage
loans (18.29% in July), short-term loans for purchase of fixed assets (15.26% in February), long-term
loans approved for education (13.74% in September), and on long-term loans for the preparation of the
tourist season (10.95% in April). The lowest WAEIR on new loans was recorded with short-term loans
for the purchase of consumer goods (0.04% in January).
Graph 2.32
Interest rates on total new banking loans in
Montenegro, in the period January 2019 September 2021, in %

Source: Bank reports and CBCG calculations
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Graph 2.33
Interest rates on total new loans by maturity,
January 2019 - September 2021, in %

Source: Bank reports and CBCG calculations

2.2.2. Deposit interest rates
In the second quarter of 2021, the WAEIR on deposits recorded a slight decline, amounting to 0.35% at
end-September this year. It declined both in relation to end-2020 (by 0.05 pp) and year-on-year.

In relation to the same period last year, interest rates on demand deposits remained unchanged. Interest rates on deposits with agreed maturity from one to three years recorded a decline of 0.05 pp, while
interest rates on deposits with other maturities increased. The largest increase of 0.47 pp was recorded
by the interest rate on deposits with agreed maturity of over five years (Graph 2.34).
At end-September this year, the difference between lending and deposit interest rate on total loans and
deposits amounted to 5.37 pp and it shrank in relation to end-2020 when it amounted to 5.44 pp and
in comparison with September 2020 when it stood at 5.46 pp (Graph 2.35).
Graph 2.34
WAEIR on total deposits with banks in
Montenegro, by maturity, January 2019 September 2021, in %

Source: Bank reports and CBCG calculations

Graph 2.35
WAEIR on total loans, deposits, and interest
spread of banks in Montenegro, in %

Source: Bank reports and CBCG calculations
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In relation to end-2020, interest rates on demand deposits remained unchanged. Interest rates on deposits with agreed maturity from one to three years recorded a decline of 0.16 pp, while interest rates
on deposits with other maturities increased. The largest increase of 0.52 pp was recorded in interest
rates on deposits with agreed maturity of up to three months.
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2.3. Microcredit financial institutions
Total assets and liabilities of microcredit financial institutions (MFIs) amounted to 80.4 million euros
at end-Q3 this year, dropping by 2.1 million euros or 2.5% relative to end-2020 and by 1.5 million euros
or 1.8% year-on-year.
Graph 2.36
MFIs` loans by sectors, January 2019 September 2021, in thousand euros

Total MFI loans amounted to 69.5 million euros
and they accounted for 86.4% of the MFIs` assets.
In relation to end-2020, total MFI loans were 5.4
million euros or 7.2% lower, while compared to
the same period of the previous year they decreased by 2.8 million euros or 3.9%. Allocation by sectors shows that the main share of MFI
loans (88.6%) was granted to the retail sector,
6.5% went to the financial sector, 4.8% was lent to
the non-financial sector, while 0.1% went to nonresidents (Graph 2.36).
During the reporting nine-month period, MFIs
approved a total of 35.7 million euros worth of
new loans, recording an increase in new loans of
11.9 million euros or 50% in relation to the same
period of the previous year.

Observed by the maturity structure of new loans
in the period January-September of the current
Source: MFI reports
year, loans approved for a period longer than one
year amounted to 29.8 million euros and they accounted for 83.4% of total new loans. The share of long-term loans in the new loans’ maturity structure
decreased in relation to the same period of 2020 when it amounted to 84.6%.
Observed by purpose of new loans during the reporting period, the largest share of 10.6 million euros
or 29.7% referred to loans for purchase of fixed assets, followed by liquidity loans in the amount of 8.4
million euros or 23.6%, cash loans in the amount of 6.5 million euros or 18.2%, loans for refinancing
liabilities in the amount of 2.7 million euros or 7.5%, as well as loans for agriculture in the amount
of 2.5 million euros or 7.1%. The remaining portion of new loans in the amount of 5 million euros or
13.9% referred to the purchase and renovation of apartments, purchase of consumer goods, preparation of the tourist season, construction and renovation of buildings, implementation of investment
programs, category „other“, car purchase, as well as stock buying and education.
As for the structure of total liabilities of MFIs, borrowings accounted for the main share of 48.1%, total
capital accounted for 47.9%, “other liabilities” made up 3.3%, while 0.7% of the total assets and liabilities referred to issued securities.
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At end-September this year, total MFIs’ capital amounted to 38.5 million euros, which is an increase
of 2.8 million euros or 7.9% in relation to end-2020 and the year-on-year increase of 4.2 million euros
or 12.2%.

At the aggregate level, MFIs reported a net profit of 3.3 million euros in the first nine months of the
current year, which represents an increase of 2.1 million euros or 164% year-on-year.

2.3.1. MFIs interest rates
On total loans granted
At end-September this year, the weighted average nominal interest rate (WANIR) on total MFI
loans granted amounted to 20.51% and it was 0.09 pp higher in relation to end-2020, and 0.14 higher
year-on-year.
The weighted average effective interest rate
(WAEIR) was on an uptrend in the observed period. It amounted to 23.31%, which is 0.08 pp and
0.14 pp above the levels recorded at end-2020 and
end-September 2020, respectively (Graph 2.37).

Graph 2.37
WANIR and WAEIR on total MFI loans in
Montenegro, January 2019 - September 2021,
in %

The WAEIR on short-term MFIs` loans amounted to 22.77% at end-September and it recorded
an increase of 0.43 pp in relation to end-2020 and
a 1.31 pp growth year-on-year. The WAEIR on
total long-term loans amounted to 23.34% and
it rose by 0.07 pp in relation to end-2020 and by
0.10 pp year-on-year.

Source: MFI reports and CBCG calculations
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At the same time, MFIs` borrowings amounted to 38.6 million euros and they recorded a decrease
of 5.2 million euros or 11.8% as of end-2020 and the year-on-year decline of 6.2 million euros or
13.8%. The largest share of MFIs` borrowings, 70.2%, were borrowings from foreign financial institutions, 24.5% were borrowings from domestic banks, and 5.3% were borrowings from other sources.
Long-term borrowings of MFIs accounted for 54.6% and the remaining 45.4% were short-term borrowings.
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On new loans
At end-September this year, the WANIR on new MFI loans amounted to 20.84%, recording an increase
of 0.10 and 0.04 percentage points in relation to end-2020 and year-on-year, respectively.
The WAEIR on new loans amounted to 24.02% and it increased by 0.19 percentage points in relation to
end-2020 and by 0.05 pp year-on-year (Graph 2.38).
Graph 2.38
Interest rates on new MFI loans in the period
January 2019 - September 2021, in %

Observed by maturity, the WAEIR on short-term
MFI loans amounted to 22.23% at end-September
and it recorded a decrease of 0.40 pp in relation to
end-2020 and a 0.63 pp growth year-on-year. On
the other hand, the WAEIR on loans with agreed
maturity over one year amounted to 24.37%, recording a 0.32 pp increase compared to end-2020
but also a 0.04 pp decline year-on-year.
Observed by purpose for which the loans were
granted during the reporting period, the highest
WAEIR rates were recorded on short-term loans
for education (62.75% in January), followed by
short-term loans for tourist season preparations
(40.06% in June) and on short-term loans for agriculture (37.02% in January).

Source: MFI reports and CBCG calculations

2.4. Leasing companies
Total assets and liabilities of leasing companies amounted to 42.1 million euros at end-Q3 this year
and they rose by 2.7 million euros or 6.8% compared to end-2020 and by 1.4 million euros or 3.4%
year-on-year.
In the structure of total assets and liabilities of leasing companies, receivables from financial leasing,
loans and borrowings accounted for the main share in the amount of 36.8 million euros or 87.4%.
These receivables recorded an increase of 801,000 euros or 2.2% compared to end-2020 but they declined by 577,000 euros or 1.5% year-on-year. Deposits with banks accounted for 1.4 million euros or
3.3%.
Observed by sectors, the largest share of receivables from financial leasing, loans and borrowings in
the amount of 24.4 million euros or 66.3% referred to the non-financial sector, followed by the retail
sector with 10.3 million euros or 27.9%, the General Government with 2.1 million euros or 5.6%, the
financial sector with 45,000 euros or 0.1%, NGOs and other non-profit institutions with 19,000 euros
or 0.1%, while claims on non-residents accounted for 11,000 euros (Graph 2.39).
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Graph 2.39
Sectoral structure of receivables from financial
leasing, loans and borrowings in Montenegro,
January 2019 - September 2021, in thousand
euros
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Leasing companies are mostly financed from
received loans which amounted to 36.5 million
euros at end-September this year and they accounted for 86.8% of total liabilities. These loans
were 2.6 million euros or 7.7% higher compared
to the end of the previous year and 987,000 euros
or 2.8% higher year-on-year.
At the end of the reporting period, total capital of
leasing companies amounted to 3.6 million euros and it accounted for 8.6% of their liabilities,
while other liabilities accounted for the remaining 1.9 million euros or 4.6%. Total capital of
leasing companies rose by 294,000 euros or 8.9%
compared to the end of the previous year, while
in relation to September 2020 it was 151,000 euros or 4.4% higher.
In the period January-September of the current
year, leasing companies reported a positive financial result in the amount of 543,000 euros, which
is an increase of 13,000 euros or 2.5% compared
to the same period last year.

Source: Reports of leasing companies
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