Article 124

1. Taking into account the technical criteria set out in Annex

XI, the competent authorities shall review the arrangements,

strategies, processes and mechanisms implemented by the credit

institutions to comply with this Directive and evaluate the risks

to which the credit institutions are or might be exposed.
2. The scope of the review and evaluation referred to in

paragraph 1 shall be that of the requirements of this Directive.
3. On the basis of the review and evaluation referred to in

paragraph 1, the competent authorities shall determine whether

the arrangements, strategies, processes and mechanisms implemented

by the credit institutions and the own funds held by

these ensure a sound management and coverage of their risks.
4. Competent authorities shall establish the frequency and

intensity of the review and evaluation referred to in paragraph 1

having regard to the size, systemic importance, nature, scale and

complexity of the activities of the credit institution concerned

and taking into account the principle of proportionality. The

review and evaluation shall be updated at least on an annual

basis.
5. The review and evaluation performed by competent

authorities shall include the exposure of credit institutions to

the interest rate risk arising from non‑trading activities. Measures

shall be required in the case of institutions whose economic

value declines by more than 20 % of their own funds as a result

of a sudden and unexpected change in interest rates the size of

which shall be prescribed by the competent authorities and shall

not differ between credit institutions.
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