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The PRA’s 2023 Supervisory Priorities

On the 10th of January 2023, the PRA outlined its priorities for the upcoming year for UK deposit takers1 (UKDTs) and international banks 
active in the UK2. The regulator’s wide-ranging focus provides insight into what firms should look out for. The PRA will intensify its 
supervision in areas including credit and model risk, and assess the financial and operational resilience of firms. 

Priorities / Focus Areas What does this mean for UK firms?

Credit and model risk
Reviewing credit risk 
management practices, 
applying MRM 
principles, and 
increasing focus on 
IRB/FRTB models

• The profound impact of the cost of living crisis, rising interest rates and geopolitical concerns are expected to pose numerous challenges to firms and 
are advised to prepare for a prolonged period of stress and uncertainty. 

• Firms are strongly advised to review and ensure their credit risk management practices are robust. This includes reviewing underwriting and lending 
policies, ensuring customer support functions including collections arrangements are scaled appropriately to meet changing demand, forbearance tools 
are enhanced, portfolios are closely monitored using calibrated early warning tools, and credit loss provisions are recognised in a timely manner.

• The assessment of firms’ credit risk management will include greater scrutiny of higher-risk portfolios including retail credit cards, unsecured loans, 
leveraged lending, buy-to-let, commercial real estate and SME lending.

• Following the PRA’s CP6/22 – ‘Model risk management principles for banks’3 consultation, the finalised Model Risk Management (MRM) principles are 
planned for publishing in H1 2023.

• Three key workstreams relating to Internal Rating Based models (IRB) are in focus this year including the implementation of IRB Hybrid mortgage 
models; the IRB Roadmap for non-mortgage portfolios; and IRB aspirant firm model applications.

• The PRA will increase its focus on Fundamental Review of Trading Book (FRTB) models and firms’ intended methodologies.

Financial resilience 
Assessing sustainability 
of business models, 
capital, liquidity and 
funding resources

• In light of the current operating environment and market conditions, firms must manage their financial resources responsibly to continue servicing 
businesses and households. This includes firms assessing the sustainability and viability of their business models and plans as the PRA will continue to 
focus on capital and liquidity resources. The financial resilience of firms will be continued to be assessed using the Bank of England’s Annual Cyclical 
Scenario stress test, however, firms should develop and refine their own in-house stress testing capabilities.

• Additional emphasis by the PRA will be on funding conditions for UKDTs especially as the economic climate evolves over time and the impact of 
scheduled maturities of drawings from the Term Funding Scheme with additional incentives for Small and Medium-sized Enterprises (SMEs).

Governance and risk 
management
Managing large and 
concentrated exposures

• With the economy emerging from the peak of the Covid-19 pandemic and the ensuing war in Ukraine, the PRA continues to raise concerns with the risk 
management frameworks and standards of firms and is especially keen to assess firms’ ability to manage counterparty exposures.

• The PRA expects progress to be made in areas including onboarding, due diligence, and counterparty pricing and margining frameworks, in particular to 
mitigate the effects of accruing large and concentrated exposures to single counterparties.

Operational risk and 
resilience
Managing IBS, 
outsourcing and third-
party risk management

• The PRA will continue to assess the operational resilience and viability of firms’ business models against the tolerances for Important Business Services
(IBS) using standards outlined in SS1/21 - ‘Operational resilience: Impact tolerance for important business services’4 and firms' own testing.

• Firms must ensure outsourcing and third party arrangements are in line with SS2/21 - ‘Outsourcing and third party risk management’5.
• With the recent headlines surrounding the collapse of major crypto entities, firms are expected to meet the PRA’s supervisory expectations in SS1/21 

before engaging in the offering of crypto products.

1 Bank of England (2023) UK Deposit Takers Supervision: 2023 priorities Available at: https://www.bankofengland.co.uk/prudential-regulation/letter/2023/uk-deposit-takers-2023-priorities
2 Bank of England (2023) International banks active in the UK: 2023 priorities Available at: https://www.bankofengland.co.uk/prudential-regulation/letter/2023/artis-2023-priorities
3 Bank of England (2022) CP6/22 – Model risk management principles for banks Available at: https://www.bankofengland.co.uk/prudential-regulation/publication/2022/june/model-risk-management-principles-for-banks
4 Bank of England (2021) SS1/21 Operational resilience: Impact tolerances for important business services Available at: https://www.bankofengland.co.uk/prudential-regulation/publication/2021/march/operational-resilience-impact-tolerances-for-important-business-services-ss
5 Bank of England (2021) SS2/21 Outsourcing and third party risk management Available at: https://www.bankofengland.co.uk/prudential-regulation/publication/2021/march/outsourcing-and-third-party-risk-management-ss



© 2023 fintegral • www.fintegral.com 3

PRA lays down its supervisory priorities for UK firms (2/2)
The PRA’s 2023 Supervisory Priorities

Firms need to mobilise quickly to ensure risk management practices remain robust amid a challenging and evolving economic 
environment. Firms should expect increased engagement and supervision from the PRA with additional requirements and data requests 
throughout 2023 and beyond.

Priorities / Focus Areas What does this mean for UK firms?

Climate change
Managing financial risks 
from climate change

• Since the PRA began actively supervising firms against their climate change expectations in 2022, the regulator acknowledges firms have made 
“tangible and positive” steps to embed the expectations outlined within SS3/19 – ‘Enhancing banks’ and insurers’ approaches to managing the financial 
risks from climate change’1.  However, this varies from firm to firm.

• Gaps remain and firms are encouraged to demonstrate their capabilities in meeting the supervisory expectations and ensure that the approaches are 
proportionate to the scale and complexity of the firm and its operations.

Data requirements
Managing regulatory 
reporting

• The effective supervision of the UK’s banking landscape is underpinned by the close collaboration between the PRA and firms which includes the 
submission of complete and accurate regulatory returns in a timely manner. The PRA will continue to use skilled persons reviews in this space.

• Given the challenging economic condition, additional data requests and participation in supplementary exercises from the PRA are probable.
• The PRA will be engaging with firms in 2023 highlighting data requirements as part of the Banking Data Review.

Other areas
Increasing focus on RTGS 
Renewal Programme, 
DEI and RAF

• On the 19th of June 2023, the Bank of England is introducing ISO 20022 CHAPS messaging as part of the Real Time Gross Settlement (RTGS) Renewal 
Programme. Firms are expected to complete all necessary testing and prepare for the live rollout.

• Other ISO migrations are expected to be launched in parallel, therefore, firms should ensure systems and their dependencies are fully mapped.
• Firms should prepare for the renewed RTGS system rollout in 2024 by ensuring systems are ready and tested in 2023.
• Following the publication of the DP2/21 – ‘Diversity and inclusion in the financial sector – working together to drive change’2 discussion paper on 

diversity, the PRA plans to publish a new consultation paper in 2023 focusing on a new regulatory framework on diversity, equity and inclusion (DEI).
• Firms in scope of the Resolvability Assessment Framework (RAF) should ensure they can achieve and maintain the outcomes set out in the framework.

What do firms need to do?
The UK economy along with its global counterparts has experienced unprecedented adversities in recent times including the Covid-19 pandemic and the Russian invasion of Ukraine. 
With the economy fragile and vulnerabilities exposed, the PRA is poised to intensify its supervision in firms’ credit quality, and financial and operational resilience.
The regulator has raised concerns about the risk management practices of firms and therefore, firms are strongly advised to strengthen their risk management frameworks and stress 
testing capabilities as many of the measures remain untested in current conditions. This means mobilising quickly to assess the impact on business models, plans and operations, 
especially for firms with high-risk portfolios. Additionally, the timely submission of accurate regulatory returns remains crucial, with additional data requests from the PRA likely.
Households and businesses face significant stress as the cost of living crisis continues, therefore, it is imperative that firms upscale their customer support functions and make 
available appropriate collections and forbearance tools in response to a probable deteriorating economy, whilst ensuring lending facilities are still there to support the economy.
Firms are encouraged to not overlook areas including climate change, data management, regulatory reporting, investment in new technologies and embedding strong diverse risk 
culture using the latest developments in DEI.

1 Bank of England (2019) SS3/19 Enhancing banks’ and insurers’ approaches to managing the financial risks from climate change Available at: https://www.bankofengland.co.uk/-/media/boe/files/prudential-regulation/supervisory-statement/2019/ss319
2 Bank of England (2021) DP2/21 – Diversity and inclusion in the financial sector – working together to drive change Available at: https://www.bankofengland.co.uk/prudential-regulation/publication/2021/july/diversity-and-inclusion-in-the-financial-sector
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