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Overall amount of unrealised losses in euro
area banks’ bond portfolios contained

e ECB-supervised banks held €73 billion of net unrealised losses in their bond portfolios in
February 2023

o In the short term, losses calculated under current and stressed market conditions would
materialise only in the unlikely event that banks had to sell such securities

A data collection exercise published today by the European Central Bank (ECB) shows that euro area
banks under its supervision had net unrealised losses of around €73 billion in their bond portfolios held
at amortised cost in February 2023, an overall contained amount.

The ECB collected the data jointly with the European Banking Authority (EBA) in the second quarter of
this year. The exercise covered bonds held at amortised cost and at fair value through other
comprehensive income. Supervisors gathered information on the carrying and fair-value amounts of
these portfolios. The carrying amount is the value as recorded on a bank’s balance sheet, while the
fair value is an estimate of the actual market price. The collection also included indicators on
investments seeking to offset potential losses, or hedges, and the sensitivity of bond portfolios to
interest rate changes and credit spreads.

Unrealised losses are the difference between the carrying amount and fair value of debt securities at a
given date. Net losses also include adjustments stemming from hedges. They are not recognised in
banks’ profit and loss statements or balance sheets because of their different accounting treatment
resulting from a longer investment horizon. In the short-term, losses would materialise only in the
unlikely event that banks had to sell such securities. Notably, even in distressed market conditions,
banks are unlikely to sell such securities outright and would rather raise liquidity through other

channels such as repo transactions with other banks or a central bank.

Gross unrealised losses rose gradually after December 2021, reaching approximately €124 billion in

December 2022. Over the same period, banks increasingly used hedges to offset these unrealised
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losses. After accounting for hedges, the aggregate level of interest rate risk exposure from bonds
appears relatively contained as of February 2023. The analysis showed that net unrealised losses
would increase by an additional €155 billion if the adverse market risk scenario of the 2023 EU-wide
stress test were to materialise. Therefore, the ECB asks banks to devote due attention to interest rates

risk strategies.

For media queries, please contact Simon Spornberger, tel.: +49 151 15661448 or Esther
Tejedor, tel.: +49 172 5171280.

Notes

o The sample of banks participating in this data collection was the same as in the 2023 stress test. For the euro area, it
consisted of 57 larger banks in the EBA sample and 41 medium-sized banks.

e The ECB published selected bank-specific data points from this exercise.

European Central Bank

Directorate General Communications, Global Media Relations Division

Sonnemannstrasse 20, 60314 Frankfurt am Main, Germany

Tel.: +49 69 1344 7455, email: media@ecb.europa.eu, website: www.bankingsupervision.europa.eu

Reproduction is permitted provided that the source is acknowledged.


mailto:media@ecb.europa.eu
http://www.bankingsupervision.europa.eu/
mailto:Simon.Spornberger@ecb.europa.eu
mailto:esther.tejedor@ecb.europa.eu
mailto:esther.tejedor@ecb.europa.eu
https://www.bankingsupervision.europa.eu/ecb/pub/pdf/ssm.Disclosure_2023_ad_hoc_data_collection%7Ed167cea100.en.xlsx

