
FSB publishes supervisory report on climate risk 
The Financial Stability Board (FSB) has published a report that aims to assist supervisory and 
regulatory authorities in developing their approaches to monitor, manage and mitigate risks 
arising from climate change. The report (i) examines supervisory and regulatory reporting 
and collection of climate-related data from financial institutions, (ii) explores system-wide 
supervisory and regulatory approaches to assessing climate-related risks and use of climate 
scenario analysis and stress testing, and assesses the extent to which current policies and 
tools address climate risks. The FSB invites stakeholders’ views on the recommendations it 
has made in this report by 30 June 2022. 

PRA publishes business plan for 2022/3 
The Prudential Regulation Authority (PRA) has published their 2022/3 business plan that 
focuses on identifying emerging risks, strengthening banking and insurance, becoming more 
efficient and supporting market competition. To strengthen the banking sector, the PRA aims 
to consult on Basel 3.1 implementation, support work around the UK leverage ratio, return the 
annual cyclical scenario stress test and undertake firm-specific asset quality reviews. 

The PRA will continue to monitor the war in Ukraine as well as the potential impact on firms. 
Climate change remains a key priority and expects firms to take a forward-looking approach 
to managing climate-related financial risks. Larger firms will be required to prepare a report on 
how they have embedded climate-related risks into their risk management frameworks. 

To facilitate international competitiveness and long-term growth the PRA will take various 
measures. These include being more accountable and having scrutiny mechanisms, working 
on creating a strong and simple regime, examining the Skeoch report recommendations, 
building a market that firms can easily enter and exit, and engaging with international 
stakeholders and supervisory bodies. 

PRA: Operational Resilience expectations 
David Bailey, a director at the Prudential Regulation Authority (PRA), addressed Operational 
Resilience and the next steps on the PRA’s supervisory roadmap. As at the 31 March 2022 
deadline, firms should have completed their self-assessments and now, in the transitional 
period, they need to demonstrate their ability to stay within tolerances through mapping and 
testing.
 
David noted that whilst firms have made progress with identifying their IBS, they struggle with 
finding their impact tolerances. This is partly due to the complexity in defining tolerances for 
different regulatory objectives. David confirms greater two-way dialogue in the future with 
more firm-specific engagement and highlights the Cyber Stress Test as a relevant upcoming 
policy.

EBA: Environmental risks in prudential framework 
The European Banking Authority (EBA) has published a discussion paper on the role of 
environmental risks in the prudential framework for credit institutions and investment firms. 
The paper provides an analysis of the extent to which environmental risks are already reflected 
in the Pillar 1 own funds requirements via internal and external ratings, valuation of financial 
instruments, and scenario analysis. The paper highlights the need for a holistic regulatory 
approach and should be seen as part of the EBA’s broader work in the area of ESG risks, 
which includes transparency, risk management, Pillar 2 supervision and macroprudential 
capital buffers. 
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https://www.bankofengland.co.uk/prudential-regulation/publication/2022/april/pra-business-plan-2022-23
https://www.fincen.gov/news/news-releases/fincen-provides-financial-institutions-red-flags-potential-russian-sanctions
https://www.bankofengland.co.uk/speech/2022/april/david-bailey-speaker-at-uk-finance-event-operational-resilience-beyond-2022?sf164082530=1
https://www.fsb.org/2022/04/supervisory-and-regulatory-approaches-to-climate-related-risks-interim-report/
https://www.eba.europa.eu/eba-launches-discussion-role-environmental-risks-prudential-framework

