POLICY BRIEFING

GET

Albania’s SEPA membership —
Estimation of economic benefits

By Sebastian Staske and Dr Ricardo Giucci

German
Economic
Team



Executive summary

Introduction
SEPA is an EU initiative to harmonise electronic euro payments in Europe

All EEA (EU27 + NOR, ISL, LIE) and six additional countries (GBR, CHE, AND, MCO, SMR, VAT) were
already members. Additionally, SEPA became operational in ALB, MNE, MKD (and MDA) in Oct-25

All other WB6 countries also want to join, assisted through the
Process and status quo
To become SEPA members, countries must reform their legal frameworks

ALB completed the necessary reforms, officially applied for SEPA membership in Jun-24 and was
accepted into the SEPA geographical scope in Nov-24

On 7 October 2025, the system became operational, with the Bank of Albania (BoA) announcing
the launch of the first euro transaction processed under SEPA

Estimation of benefits of SEPA membership

Lower costs for foreign trade payments and remittances. According to our estimation, SEPA
membership could lead to savings of up to EUR 71.3 m annually in the long term™* (EUR 62.1 m for
foreign trade payments and EUR 9.2 m for remittances)

Progress in EU approximation. SEPA membership positively affects the reception of EU funds (new
EU growth plan) in the medium run and EU accession process in the long run

Increased competition. SEPA membership leads to more competition and thus to lower costs for
domestic electronic payments. As a result, the acceptance of non-cash payments might increase,
driving financial transparency and inclusion

*Note: The BoA has introduced ceilings for fees charged for SEPA-transfers from Albania to other SEPA countries. Thus, costs for these transfers already
fell drastically.
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Introduction

SEPA is an EU initiative to harmonise electronic euro payments in Europe, launched in 2008
The project is mainly driven by

European Commission (EC): mandate to propose and enforce EU law relating to SEPA, establish
legal requirements

European Central Bank (ECB): mandate to steer SEPA process through high-level boards

European Payments Council (EPC), an association of European payment service providers (PSP):

mandate to implement SEPA and to decide about readiness of new countries and PSPs for
inclusion into SEPA

All EEA countries (the 27 EU countries plus NOR, ISL, LIE) and six other countries (GBR, CHE, AND,
MCO, SMR, VAT) were already members

In Oct-25, SEPA became operational in ALB, MNE and MKD (as well as MDA). Joining SEPA is a
priority area of the EU’s Growth Plan for the Western Balkans

The helps all WB6 countries to become SEPA members

Offers help primarily with drafting the legislation needed to be ready for SEPA
Also offers help in ensuring the PSPs technical readiness

After successfully introducing SEPA, project aims at including countries in TIPS (euro instant
payment infrastructure) as indirect participants

The project is implemented by the World Bank, in collaboration with the CEFTA Secretariat and
the Regional Cooperation Council and with funding from the EC
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Background: SEPA process and status quo

Albania’s process to join SEPA progressed in several key steps

The Bank of Albania (BoA) coordinated the alignment of national payment systems and
legislation with EU standards, supported by the payments modernization project

Under its leadership, the country undertook substantial efforts to harmonise its regulatory and
technical framework with SEPA requirements

In Jun-24, ALB formally submitted its application to the European Payments Council (EPC)

In Nov-24, the EPC approved the inclusion of ALB in the SEPA geographical scope. As of that
date, ALB became the first Western Balkan country to join SEPA (along with MNE, which was
admitted on the same date). The earliest operational readiness date (ORD) was set for Oct-25

The inclusion allows financial institutions from ALB to join SEPA schemes such as SEPA Credit
Transfer (SCT), SEPA Instant Credit Transfer (SCT Inst) and SEPA Direct Debit (SDD)

On 7 October 2025, the BoA announced the launch of the first euro transaction under SEPA in
ALB, signalling readiness of 11 commercial banks to provide SEPA services

The BoA calls on commercial banks and financial institutions to actively promote SEPA services,
inform clients of benefits and invest in digital platform enhancements

Other countries in the region are at different stages:

MNE and MKD: SEPA became operational in Oct-25, together with ALB (and MDA)

SRB: admitted to the SEPA geographical scope in May-25, with the earliest ORD set for May-26
KOS: adopted a key package legislation in Dec-24, expected to submit its application shortly
BIH: still needs further alignment with SEPA standards
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Benefits: foreign trade payments and remittances

Benefits from joining SEPA will materialize gradually after local banks start operating within SEPA
schemes

SEPA does not limit the fees that banks can request from clients

Instead, it creates room for fee reduction mainly by reducing the number of entities involved in a
transaction

Joining SEPA schemes early thus gives PSPs a cost-advantage over their peers

Competition will exert pressure on other ALB PSPs to join and will lead to lower fees for cross-
border transactions over time

All monetary payments in the balance of payments will be affected by the lower fees for cross-
border payments. For practical reasons, the analysis is focussed on the items with the highest
economic (and social) significance, namely:

Costs for foreign trade payments
Remittances costs

In the following slides, the total savings in the costs of foreign trade payments and remittances
resulting from SEPA membership are estimated

The analysis considers the long-run, in which all PSPs in ALB have joined SEPA schemes

The estimated cost-reduction can only serve as rough prediction, that necessarily involves many
assumptions and is limited by a lack of data

A reduction in cross border payment costs is not equivalent to a pure economic benefit for ALB,
since the beneficiaries include non-residents such as the ALB diaspora, foreign trading partners,
foreign businesses operating in ALB and consumers importing goods/services from ALB
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Foreign trade payments: volume and costs (in %)

Volume of foreign trade with SEPA and WB6 countries

EUR bn W SEPA countries WB6

2022 2023 2024

Source: Instat, Bank of Albania

Note: Distribution of services trade for all years estimated using 2023 data due to data limitations

0.6 A

0.5 A

0.44 0.45 0.45 0.45

0.4

0.3

0.2

0.1

0.0

Source: Bank of Albania,

Costs of foreign trade payments (in %)

%

MW Current* SEPA scenario*

ALB SEPA countries ALB WB6
-> SEPA countries ->ALB ->WB6 -> ALB

; Note: *own estimation based on B2B data from H1 2023

Volume of foreign trade payments

The volume of foreign trade is the sum of all
payments received/made for exporting/
importing goods and services

Payment costs for trade will decrease
following a SEPA membership

In 2024, foreign trade payments between
ALB and current/future SEPA countries
reached EUR 15.2 bn, with increasing trend

Costs of foreign trade payments (in %)

Both the current and (counterfactual) SEPA
scenario costs are estimations (Annex 1)

BOA: on transfers from
ALB = SEPA countries (avg.: 0.03% for
amounts up to EUR 20,000)

Thus: currently asymmetry in costs

For inward transfers: World Bank study on
B2B payment costs for SME used as
reference (“OUR option” when available)

Overall, we expect costs to decrease from
0.44% to 0.03% in the long run

Joining SEPA will lead to a reduction of
0.41 pp in foreign trade payment costs
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Foreign trade payments: costs and savings (in EUR)

Calculation of foreign trade payment costs and savings (in EUR) Costs and savings (in EUR)

» Using volume of foreign trade and estimated
Percent EUR costs (current vs. SEPA scenario, in %), the

Volume of foreign trade with savings in EUR can be calculated (see table)

(future) SEPA countries 100% 15.2bn

Current costs 0.44% 67 1m » Estimated savings: 62.1 m

Costs in SEPA scenario 0.03% 5.0m » Note: this is an upper estimate

Cost reduction / Savings 041 pp Co2am > - Volume: effect of integrated value chains
Source: own calculation; Note: all figures are estimates based on 2024 data N Ot ca ptu red

- Current costs: “OUR” most expensive;
large firms have lower costs than SMEs

Distribution of savings by trade flow and region _ SEPA scenario: EU cost level is assumed

SEPA/WB6 countries ALB Total in foreign trade payment costs annually
(imports from ALB)  (imports fr. SEPA/WB6)

7 ;
. FURm » These savings benefit businesses/citizens in %
ALB but also their trading partners abroad S

50 A &
4o s »  Distribution of savings £
30 { SEPA/MLE 25.8 - ALB:EUR29.2m
20 - WB6/ALB =
N 109 ALB/WES - SEPA/WB6 partners: EUR 32.9 m 2
T 3.5 . %

) » SEPA membership could save upto EUR62m =

Source: own calculation; Note: all figures are estimates based on 2024 data



Remittances: volume and structure

Estimated volume of cashless remittances

800 7 EURmM
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Source: Bank of Albania, own calculations; Note: share SEPA/Non-SEPA estimated

Remittances from SEPA countries by country of origin

m[TA GRC

Source: World Bank; Note: data from 2021

W SEPA countries

2023

Non-SEPA countries

DEU = GBR

Other EUR

2024

Volume of money transfers/remittances

The cost of money transfers sent from SEPA
countries will decrease following an
inclusion of ALB into the SEPA system

In 2024, ALB received EUR 1.7 bn in remit-
tances from its diaspora, increasing trend

According to our information: 60% cash
Thus: EUR 684 m by cashless means

- 84% from
SEPA countries

Thus: EUR 574 m from SEPA countries

Structure of remittances

Problem: current data on the distribution of
remittances not publicly available, but
needed for the calculation of weighted
average remittance costs (slide 10)

Assumption: structure according to World
Bank data for 2021 remained stable

Among SEPA countries, ITA (45%) and GRC
(38%) were by far the most important
countries of origin
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Remittances: costs (in %)

Current remittance costs (in %)
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Source: World Bank’s Remittance Prices Worldwide; *own estimation
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Remittance costs in SEPA scenario (in %)
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Source: World Bank’s Remittance Prices Worldwide; Note: *own estimation

Remittance costs before SEPA inclusion

» Remittance costs consist of a transaction fee
and a FX margin

» The graphs on the left depict remittance
costs by country of origin based on the
World Bank’s remittance prices database

» The estimated weighted average of current
remittance cost was 2.27% in 2024

- Note: no data on remittances costs from
GRC; own research on current costs
suggest they lie between ITA and DEU

- The detailed methodology is explained in
Annex 1

Remittance costs after SEPA inclusion

» Costs for remittances in the SEPA scenario
are counterfactual and thus have to be
estimated (see Annex 1)

» The estimated weighted average “SEPA
scenario” cost amounts to 0.67%

» Joining SEPA would lead to an estimated
reduction of 1.60 pp in remittance costs

10
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Remittances: costs and savings (in EUR)

Calculation of annual remittance costs and savings

Percent EUR
Eerjr;i;c:?erlsces from SEPA 100% 574.4 m
Current costs 2.27% 13.0m
Costs in SEPA scenario 0.67% 3.8m
Cost reduction / Savings 1.60 pp 9.2m

Source: own calculation; Note: all figures are estimates based on 2024 data

Current remittance payment costs and costs in SEPA scenario

14 7 EURm W Current* M SEPA scenario*

12 A

10 A

2022 2023 2024

Source: own calculation; Note: *own estimation

Remittance costs and savings (in EUR)

Remittances costs (in EUR) are calculated
analogous to foreign trade payment costs

In 2024, remittance costs with current/
future SEPA countries totalled EUR 13.0 m

We estimate annual costs after the inclusion
(SEPA scenario) to be around EUR 3.8 m

SEPA membership will thus lead to
estimated savings of EUR 9.2 m

Thus: savings in remittances relatively low

Main reason: country and cost structure
of remittances

Current costs for major diaspora
countries such as ITA already low, limited
savings potential

But: social aspect for households relying on
remittances should not be neglected

SEPA membership will save remittance costs
of around EUR 9.2 m per year
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Summary: foreign trade payments and remittances

Summary of costs and savings for foreign trade and remittances

(in EUR) Foreign Trade Remittances Total
Volume from 15,219.3 m 574.4 m 15,793.7 m
SEPA countries ! ' ' ! '
Current costs

(pre-SEPA) 67.1m 13.0m 80.1m
Costs in

SEPA scenario >0m 3.8m 8.9m
Cost reduction/ 62.1m 9.2m 71.3m

Savings

Source: own calculation, Note: all figures are estimates based on 2024 data

Cost reduction / savings

Overall, we estimate the savings potential
through SEPA membership at EUR71.3 m

Foreign trade payments: EUR 62.1 m
Remittances: EUR 9.2 m
Assessment

Strong decrease in foreign trade payment
costs, much higher than for remittances

Higher savings potential than in MKD, KOS
and MDA (see Annex 2 for comparison)

BoA estimation

Why difference BoA-GET?

BoA focuses on savings for ALB residents,
thereby not accounting considerable (long-
term) savings for SEPA countries (see slide 8)

It also excludes WB6 countries

Thus, comparable results if methodological
differences are taken into account

SEPA membership could save up to
EUR 71.3 m annually in costs for remittances
and foreign trade payments
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Additional benefits

The full long-term economic implications of SEPA inclusion will likely go beyond a reduction in cross-
border payment costs

Joining SEPA positively affects the reception of funds from the new EU Growth Plan in the
medium term
Joining SEPA positively affects Albania’s EU accession process in the long term

Joining SEPA may lead to increased competition on the domestic PSP market, reducing the costs
of domestic bank transfers as well

A reduction in the costs of domestic bank transfers may lead to increased acceptance of non-
cash payment methods, which would in turn:

substantially reduce the costs for domestic retail payments in ALB, for which the large share
of payments in cash is the biggest driver

lead to more transparency and a decrease in the informal economy
enhance the access to the financial market for ALB residents

A reduction in the costs of sending remittances via bank transfer would lead to an increase in
the use of formal remittance channels

Currently, a large share of remittances are sent in cash, causing high transaction costs

These additional benefits cannot be quantified ex-ante, but are relevant to consider
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Annex 1: detailed calculation steps (1/5)

Foreign trade payments
Extract volume of payments related to trade with current/future SEPA countries per quarter

The cost of payments to/from the WB6 countries will also decrease following SEPA inclusion of
the WB6 countries

Relevant data: Volume of imports/exports of goods and services from/to (future) SEPA countries
Distribution of services by country not available, use distribution of goods trade as proxy

Approximate current costs and SEPA scenario costs for foreign trade payments (in %) with
business-to-business (B2B) payment costs
Rationale: payment costs (in %) are dependent on the amount sent. The amount sent when
paying for imports is much higher than that for remittances, since most goods/services are
imported on a large scale by businesses

For outgoing transfers: use for transfers ALB = SEPA countries (maximum of
EUR 2 for transfers up to EUR 20,000)
For others: lists the average costs of sending EUR 5,000 and EUR 20,000

between EU countries and the WB6 countries
Estimate B2B payment costs for each channel: take the average over sending EUR 5,000 and

EUR 20,000 Approximated payment cost Current costs SEPA scenario
Use these proxies: Imports from SEPA countries Cost for BjFBpjtzyEncjents from BoA capAfLoBr f;\grgwpe:ts from
Exports to SEPA countries Cost for BEZSSt%aXanBents from Cost for BEE i)ijrBents from
imports from W86 countries Cost for B2B payments from poh e IOAffBr fc?\;?PeAnts o
WB6 to WB6 Cost for B2B payments from

Exports to WB6 countries EU to EU

"PaAIRSAI SIY3U ||V |HQWD S21WoU0d3 ullag 39 5207 © ySuAdod


https://www.eeas.europa.eu/delegations/albania/albania-joins-sepa-sending-money-and-albania-just-got-cheaper-and-faster_en
https://www.eeas.europa.eu/delegations/albania/albania-joins-sepa-sending-money-and-albania-just-got-cheaper-and-faster_en
https://fastpayments.worldbank.org/sites/default/files/2024-07/WB6%20B2B%20Cost%20Report_Final.pdf

Annex 1: detailed calculation steps (2/5)

Estimate yearly current payment costs (in EUR)

Multiply volume of imports from current SEPA countries with proxy for current payment costs
for imports from current SEPA countries for each year

Multiply volume of imports from WB6 countries with proxy for current payment costs for
imports from WB6 countries for each year

Multiply volume of exports to current SEPA countries with proxy for current payment costs for
exports to current SEPA countries for each year

Multiply volume of exports to WB6 countries with proxy for current payment costs for exports to
WB6 countries for each year

Sum up all of these costs for each year
Estimate yearly SEPA scenario costs (in EUR)

Repeat the steps above using proxy for SEPA scenario for each year
Estimate annual cost-reduction in foreign trade payment costs (in EUR)

Subtract SEPA scenario costs (in EUR) from current payment costs (in EUR) for 2024
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Annex 1: detailed calculation steps (3/5)

Remittances costs

Extract volume of remittances from BoA, but exclude estimated amount brought in as cash
(according to our information, cash makes up around 60%)

Proxy the distribution of remittances by World Bank data for 2021
Estimate quarterly current remittance costs (in %) by sender country
Use World Bank’s Remittance Prices Worldwide dataset

It lists ca. 10 remittance services and their prices for sending USD 200 and USD 500 for a
number of channels (e.g. DEU to ALB) for each quarter

Calculate costs for sending USD 200 and USD 500 for each channel and
quarter

Calculate average over costs of sending USD 200 and USD 500 to obtain a single estimated
cost (in %) per channel and quarter

Costs for remittances from ITA, DEU and GBR to ALB can be derived as detailed above
Remittance costs from other SEPA countries have to be approximated due to data limitations
Approximate costs of other SEPA countries
For GRC: own research suggests costs lie between DEU and ITA = use average

For other countries: use data for DEU
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Annex 1: detailed calculation steps (4/5)

Estimate quarterly weighted average current remittance cost (in %)
Take share of total remittances sent in a given quarter as weight for each SEPA country
Calculate weighted average remittance cost per quarter

Estimate SEPA scenario remittance-costs (in %) by sender country and quarter
Since this is a counterfactual scenario, all figures have to be estimates

Idea: estimate (maximum) future costs for remittances to MKD with current costs for
remittances to BGR or ROU

Rationale: costs to BGR/ROU exemplify costs of remittances between SEPA countries that
involve foreign exchange

Note: SmaRT averages for transfers from DEU to ROU were close to zero for many quarters,
BGR (which is slightly higher) was used to reflect this

For DEU and GBR: Use respective costs of sending money to BGR
For ITA: use costs of sending money to ROU (as BGR is not available in the database)

For other countries: use costs of sending money from DEU to BGR
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Annex 1: detailed calculation steps (5/5)

Estimate weighted average SEPA scenario remittance cost (in %) per quarter
Again, use structure of remittances in 2021 as weight for each SEPA country
Estimate reduction of remittance costs (in %) due to SEPA-inclusion per quarter
Subtract SEPA scenario costs from pre-SEPA costs for each quarter
Estimate annual reduction of remittance costs (in EUR)
Multiply volume of remittances from SEPA countries with cost-reduction (in %) for each quarter

Take the sum of all four quarters in 2024 to derive an annual estimate

Total savings

Estimate total annual savings from reduction in costs for foreign trade payments and remittances
(in EUR)

Add reduction in foreign trade payment costs (in EUR) to reduction in remittance costs (in EUR)
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Annex 2: comparison of GET estimates on SEPA savings

Comparison of savings for foreign trade and remittances

(in EUR) Foreign trade Remittances Total

Albania 62.1m 9.2m 713 m
North Macedonia 58.0m 3.8m 61.8 m
Kosovo 29.1m 19.1 m* 48.2 m*
Moldova 36.5m 16.3m 52.8m

Source: own calculation, Note: figures for Kosovo are estimated based on 2023 data, all other figures
are estimated based on 2024 data. *Adjustment compared to full GET study for KOS to exclude cash
remittances

Overview

GET has analysed potential savings through
SEPA membership for four countries

Albania, North Macedonia, Kosovo and
Moldova

Same methodology in spirit (i.e. estimate
savings on foreign trade and remittances)

But: country-specific differences and data
limitations (esp. regarding estimates for
remittances, benchmark countries)

Implication: comparison can only be rough
indication of relative savings

Comparison

Overall: savings in ALB highest in absolute
terms due to high trade volume

Usually: savings potential on remittances
(much) lower than on foreign trade

Albania has highest savings potential among
the analysed countries
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