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ECB conceptual framework

How should Banks 
manage Geopolitical risk?
 Governance & Operational 

schemes – Predefined crisis 
response process formalised

 Materiality analysis – Probability / 
Severity matrix

 Access to relevant and timely 
data – Quantitative data & 
Qualitative information

 Integration into traditional risk 
estimation – Qualitative tools & 
Scenario analysis

 Integration into business 
decisions 
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A concrete example in a recent Geopolitical crisis
Impact Assessment Heatmap
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Bank B: International 
business including corporate 
loans, possibly with a local 
footprint in the Middle East in 
vulnerable sectors, and 
affected capital market and 
treasury business 

Bank D: Domestically 
focused, but with high 
exposure, e.g., corporate 
loans with global supply 
chains or high energy 
intensity

Bank A: International focus with 
exposure in the Middle East, 
increased credit and operational 
risks, market risks depending on 
commodity position and hedging 
strategy 

Bank C: Operates 
nationally outside the 
Middle East, no trading 
book, few corporate loans 
in energy-intensive 
sectors

Minimum immediate action:
Continuous monitoring of the situation, 
including potential spillover effects.

Minimum immediate action:
Review scenarios, sensitivity 
analyses, ad hoc reporting, 
review provisioning forecasts, 
activate contingency plans if 
necessary

Minimum immediate action:
sensitivity analyses, challenge 
provisioning, regular reporting 
to leadership 
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