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Executive Summary

ECB Banking Supervision, in close collaboration with national competent
authorities, has reviewed its strategic priorities for the next three years.
The review builds on a thorough assessment of the main risks and
vulnerabilities for supervised banks, considers the progress made on the
priorities endorsed last year and draws on the outcome of the 2022
Supervisory Review and Evaluation Process (SREP).

The SSM supervisory priorities for 2023-2025 aim to strengthen supervisory
efforts in delivering the medium-term strategic objectives while adjusting
the focus to shifting challenges. Supervised institutions will be requested
to strengthen their resilience to immediate macro-financial and
geopolitical shocks (Priority 1), address digitalisation challenges and
strengthen management bodies’ steering capabilities (Priority 2) and step
up their efforts in addressing climate change (Priority 3).
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01
Priority 1

Strengthening Resilience to Immediate Macro-financial 

and Geopolitical Shocks 
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5

Strengthening Resilience to Immediate Macro-financial and Geopolitical Shocks 1/2 

Priority 1 1/2

5

Prioritised vulnerability: Shortcomings in credit risk management, including exposures to vulnerable sectors.

Strategic objective: Banks should effectively remedy structural deficiencies in their credit risk management cycle, from loan origination

to risk mitigation and monitoring, and address in a timely manner any deviations from regulatory requirements and supervisory

expectations.

Main activities part of the supervisory priorities work programme:

• Targeted reviews of loan origination and monitoring, assessing compliance with the related EBA guidelines with a focus on 
residential real estate portfolios;

• Targeted reviews of IFRS 9 aimed at assessing compliance of selected banks with supervisory expectations laid down in the 2020 
“Dear CEO” letter and investigating specific modelling aspects;

• Deep dives on forbearance and UTP policies, following up on residual issues identified as part of the “Dear CEO” initiative, 
considering the current macro-financial environment;

• OSIs campaigns on IFRS 9 – focusing on large corporates, small and medium-sized enterprises and retail portfolios – and on 
commercial real estate/collateral (extension from 2022);

• Targeted OSIs on energy and/or commodity traders;

• Targeted joint on-site/internal model investigations for some material portfolios in selected vulnerable sectors to assess the 
adequacy of the corresponding internal ratings-based (IRB) models, accounting models and credit risk management frameworks;

• Internal model investigations and follow-ups by JSTs to assess IRB model changes related to new regulatory requirements and 
follow-ups of previous targeted review of internal models' findings.
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6

Strengthening Resilience to Immediate Macro-financial and Geopolitical Shocks 2/2 

Priority 1 2/2

6

Prioritised vulnerability: Lack of diversification in funding sources and deficiencies in funding plans.

Strategic objective: Banks reporting a high concentration of funding sources, in particular less stable ones, should
diversify their funding structure by developing and executing sound and credible multi-year funding plans, taking
into account challenges stemming from changing funding conditions.

Main activities part of the supervisory priorities work programme:

▪ Targeted review of TLTRO III exit strategies for selected banks which have a material reliance on this funding
source and are more vulnerable to increases in market funding costs. This targeted review will be

complemented by a broader analysis of banks’ liquidity and funding plans aimed at identifying weak practices
and more vulnerable institutions, including targeted OSIs where appropriate. JSTs to follow up on the findings of
these exercises and enquire about the development and execution of sound remedial action plans, including
via targeted OSIs.
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Priority 2

Addressing Digitalization Challenges and Strengthening 

Management Bodies’ Steering Capabilities
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8

Addressing Digitalization Challenges and Strengthening Management Bodies’ Steering 
Capabilities 1/4

Priority 2 1/4

8

Prioritised vulnerability: Deficiencies in digital transformation strategies.

Strategic objective: Banks should develop and execute sound digital transformation plans through adequate
arrangements (e.g., business strategy, risk management, etc.) in order to strengthen their business model
sustainability and mitigate risks related to the use of innovative technologies.

Main activities part of the supervisory priorities work programme:

▪ Publication of supervisory expectations on digital transformation strategies as well as the outcome of the
benchmarking exercise carried out in 2022;

▪ Targeted reviews of:

▪ banks’ digital transformation strategies

▪ their use of innovative technologies, complemented by JST follow-up with banks where material
deficiencies are identified;

▪ Targeted OSIs on digital transformation, combining both the IT and business model dimensions of the strategies.
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9

Addressing Digitalization Challenges and Strengthening Management Bodies’ Steering 
Capabilities 2/4

Priority 2 2/4

9

Prioritised vulnerability: Deficiencies in operational resilience frameworks, namely IT outsourcing and IT
security/cyber risks.

Strategic objective: Banks should have robust outsourcing risk arrangements as well as IT security and cyber
resilience frameworks to proactively tackle any unmitigated risks which could lead to material disruption of critical
activities or services, while ensuring adherence to the relevant regulatory requirements and supervisory
expectations.

Main activities part of the supervisory priorities work programme:

▪ Data collection and horizontal analysis of outsourcing registers to identify interconnections among significant
institutions and third-party providers and potential concentrations in certain providers;

▪ Targeted reviews of outsourcing arrangements, cybersecurity measures and IT risk controls;

▪ Targeted OSIs of outsourcing and cyber security management.
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10

Addressing Digitalization Challenges and Strengthening Management Bodies’ Steering 
Capabilities 3/4

Priority 2 3/4

10

Prioritised vulnerability: Deficiencies in management bodies’ functioning and steering capabilities.

Strategic objective: Banks should effectively address material deficiencies in the functioning, oversight and
composition of their management bodies by developing and swiftly implementing sound remedial action plans,
adhering to supervisory expectations.

Main activities part of the supervisory priorities work programme:

▪ Targeted reviews of the effectiveness of banks’ management bodies and targeted OSIs.

▪ Update and external publication of the supervisory expectations regarding banks’ governance arrangements
and risk management.



Copyright © 2022 – Iason Consulting Ltd. All rights reserved

11

Addressing Digitalization Challenges and Strengthening Management Bodies’ Steering 
Capabilities 4/4

Priority 2 4/4

11

Prioritised vulnerability: Deficiencies in risk data aggregation and reporting.

Strategic objective: Banks should effectively address long-lasting deficiencies and have adequate and efficient risk
data aggregation and reporting frameworks in place in order to support efficient steering by management bodies
and to address supervisors’ expectations, including in times of crisis.

Main activities part of the supervisory priorities work programme:

▪ Refinement and communication to banks of supervisory expectations related to the implementation of risk data
aggregation and risk reporting principles;

▪ Targeted engagement and horizontal analysis across JSTs and/or OSIs for banks with persistent shortcomings;

▪ OSI campaign on risk data aggregation and reporting (extension from 2022).
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03
Priority 3

Stepping up Efforts n Addressing Climate Change
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13

Stepping up Efforts n Addressing Climate Change

Priority 3

13

Prioritised vulnerability: Material exposures to physical and transition risk drivers.

Strategic objective: Banks should adequately incorporate climate-related and environmental (C&E) risks within their
business strategy and their governance and risk management frameworks in order to mitigate and disclose such
risks, aligning their practices with current regulatory requirements and supervisory expectations.

Main activities part of the supervisory priorities work programme:

▪ Targeted deep dives to follow up on shortcomings identified in the context of the 2022 climate risk stress test
and thematic review;

▪ Review of banks’ compliance with new ITS reporting and Pillar 3 disclosure requirements related to climate risk,
and benchmarking of banks’ practices against supervisory expectations;

▪ Deep dives on reputational and litigation risk associated with climate-related and environmental strategies
and risk profiles for selected banks;

▪ Preparatory work for reviews of banks’ transition planning capabilities and readiness for environmental, social
and governance (ESG) related mandates expected in the sixth Capital Requirements Directive (CRD VI)*;

▪ Targeted OSIs on climate-related aspects, either on a stand-alone basis or within reviews of individual risks (e.g.
credit risk, governance, business model).
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Conclusions
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15

Conclusions

15

ECB Banking Supervision constantly monitors and assesses both the

way the risks and vulnerabilities of supervised institutions evolve and

how much progress is made in implementing the selected priorities.

▪ Regular reviews of the strategic priorities enable ECB Banking

Supervision to flexibly adjust its focus and activities to changes in

the risk landscape.

▪ This flexibility is particularly important in the current uncertain

economic and geopolitical climate.

Banks continue to be healthy and resilient overall, but they should not

lose sight of challenges beyond the short-term, such as credit risk,

digitalisation, governance, IT security/cyber risk, and climate-related

and environmental risks.
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