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Climate-related risk: Final BCBS Principles for managing and supervising climate-
related financial risks  
The BCBS’ initial consultative release was quickly followed by similar proposals from the Financial Stability Board and the OCC 
and FDIC. Movement toward consistency across the climate-related risk management frameworks is highlighted by the BCBS 
addition/adoption of guidance suggesting banks develop and invest in appropriate capabilities and expertise, tie compensation 
policies to climate-related elements in the business strategy and risk management, align internal climate-related policies and 
procedures with publicly-facing strategies and commitments, and incorporate physical and transition risks into scenario 
analysis and stress testing. Some industry participants suggest the finalization of the BCBS principles will prompt other 
supervisors, including those in the U.S., to finalize their own guidance in the near term. Financial services companies should 
expect, however, that the U.S. regulators will set their own course, informed by international frameworks and standards; they 
will focus on climate-related governance, risk management, and scenario analysis, inclusive of higher expectations in areas like 
stress test, portfolio/sector analysis, due diligence, and integration across all risk pillars. 

 
 

The Basel Committee on Banking Supervision (BCBS) finalized 
principles for the effective management and supervision of 
climate-related financial risks. The document is substantially 
similar to the draft principles issued for consultation in 
November 2021, retaining each of the 18 principles and 
offering limited supplemental guidance. Key additions include 
guidance to banks to: 

— Continuously develop their capabilities and expertise in 
climate-related risks and ensure the allocation of 
appropriate resources to manage that risk  

— Consider whether changes to compensation policies are 
warranted to align with the incorporation of climate-
related risks in the business strategy and risk 
management frameworks 

— Ensure that internal strategy and risk appetite 
statements are consistent with any publicly 
communicated climate risk strategies and commitments 

— Incorporate physical and transition risks that are relevant 
to the bank’s business model, exposure profile and 
business strategy, and are assessed as material over 
relevant time horizons, into their stress testing programs. 

BCBS suggests that the principles, outlined below, are 
formulated to improve practices related to climate-related 
financial risk management and provide a common baseline 
for large, internationally active banks and supervisors. They 
add that, “smaller banks and authorities in all jurisdictions 
can benefit from a structured consideration of the potential 
impact of climate-related financial risks.” Member 
jurisdictions are expected to implement the principles “as 
soon as possible;” BCBS will be monitoring progress. 

Principles for banks 
The BCBS recommends the following twelve principles for 
banks, grouped into eight high-level topics.  
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Principles for supervisors 
The BCBS recommends six principles for supervisors in two 
broad categories. 

 

 

For additional information, please contact Amy Matsuo or 
Steven Arnold.

 

Please refer to:  

 BCBS Press Release: Principles for the effective 
management and supervision of climate-related 
financial risks 

 BCBS Document: Principles for the effective 
management and supervision of climate-related 
financial risks 

 BCBS Consultative Document: Principles for the 
effective management and supervision of climate-
related financial risks 

 KPMG Regulatory Alert: BCBS consultation: 
Principles to manage climate-related financial risks 

 KPMG Regulatory Alert: Supervisory and 
Regulatory Approaches to Climate-related Risks: 
FSB, OCC and FDIC 
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