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FSB consults on regulatory and supervisory issues relating to 
outsourcing and third-party relationships 

The Financial Stability Board (FSB) today published a discussion paper for public consultation, 
on Regulatory and Supervisory Issues Relating to Outsourcing and Third-Party Relationships. 
The discussion paper draws on findings from a survey conducted among the FSB members.  

Financial institutions have relied on outsourcing and other third-party relationships for decades. 
However, in recent years, the extent and nature of interactions with a broad and diverse 
ecosystem of third parties has evolved, particularly in the area of technology. The financial 
sector’s recent response to COVID-19 highlights the benefits as well as the challenges of 
managing the risks of financial institutions’ interactions with third parties. The pandemic may 
have also accelerated the trend towards greater reliance on certain third-party technologies.  

The discussion paper identifies a number of issues and challenges. For instance, financial 
institutions have to ensure that their contractual agreements with third parties grant to them, 
as well as to supervisory and resolution authorities, appropriate rights to access, audit and 
obtain information from third parties. These rights can be challenging to negotiate and 
exercise, particularly in a multi-jurisdictional context. The management of sub-contractors and 
supply chains is another challenge that was highlighted in the context of financial institutions’ 
response to COVID-19.  

There is a common concern about the possibility of systemic risk arising from concentration in 
the provision of some outsourced and third-party services to financial institutions. These risks 
may become higher as the number of financial institutions receiving critical services from a 
given third party increases. Where there is no appropriate mitigant in place, a major disruption, 
outage or failure at one of these third parties could create a single point of failure with potential 
adverse consequences for financial stability and/or the safety and soundness of multiple 
financial institutions. Given the cross-border nature of this dependency, supervisory authorities 
and third parties could particularly benefit from enhanced dialogue on this issue.  

The FSB welcomes comments and responses to the questions set out in the discussion 
paper by 8 January 2021. Consultation responses will help facilitate a discussion on current 
regulatory and supervisory approaches to the management of outsourcing and third-party 
risks. Consultation responses will be published on the FSB’s website unless respondents 
expressly request otherwise. 
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Notes to editors 

The FSB coordinates at the international level the work of national financial authorities and 
international standard-setting bodies and develops and promotes the implementation of 
effective regulatory, supervisory, and other financial sector policies in the interest of financial 
stability. It brings together national authorities responsible for financial stability in 24 countries 
and jurisdictions, international financial institutions, sector-specific international groupings of 
regulators and supervisors, and committees of central bank experts. The FSB also conducts 
outreach with approximately 70 other jurisdictions through its six Regional Consultative 
Groups. 

The FSB is chaired by Randal K. Quarles, Vice Chairman, US Federal Reserve; its Vice Chair 
is Klaas Knot, President of De Nederlandsche Bank. The FSB Secretariat is located in Basel, 
Switzerland, and hosted by the Bank for International Settlements. 

For further information on the FSB, visit the FSB website, www.fsb.org. 

http://www.fsb.org/
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