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• In the first ever exercise of its kind, the ECB comprehensively assessed the state of 

climate-related and environmental (C&E) risk management in the banking sector.

• None of the institutions are close to fully aligning their practices with the supervisory 

expectations. 

• The ECB recognises that the challenges linked to the integration of C&E risks into 

strategies, governance and risk management arrangements are constantly 

evolving.

• Virtually all institutions that performed a thorough materiality assessment expect 

C&E risks to have a material impact on their risk profile in the coming three to five 

years.

• While steps are being taken to adapt policies and procedures, few institutions 

have put in place C&E risk practices with a discernible impact on their strategy and 

risk profile.

• Most institutions have a blind spot for physical risks and other environmental risk 

drivers, such as biodiversity loss and pollution.

• The ECB identified a set of good practices across different expectations that 

originated from institutions spanning a range of business models and sizes.

• Virtually all institutions developed implementation plans to further improve their 

practices, but the quality of those plans varies considerably. All in all, institutions 

have started paving the way, but the pace of progress remains slow in most cases. 

• The ECB expects all institutions to take decisive action to address the shortcomings 

set out in a dedicated supervisory feedback letter. 

FOLLOW US!

The State of Climate and Environmental Risk Management in the Banking 
Sector 

TOPICS:
C L I M A TE  R I S KS ,  S U P ERV ISO RY  A S SESSM ENT  

SOURCE:

E u ro pean  C e n t ra l  B a n k   

https://www.iasonltd.com/
mailto:info@iasonltd.eu
https://www.linkedin.com/company/iason/
https://t.me/iason_consulting
https://www.bankingsupervision.europa.eu/press/pr/date/2021/html/ssm.pr211122~6984de0ae5.en.html

