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The rising interest rates have become a significant source of profit for
banking institutions in Cyprus due to the excess liquidity of the sector.
@ On the other hand, the slowdown in most of the European economies
© coupled with inflationary pressures may have an adverse impact on the
quality of the banks’ assets and force them to book higher impairment
costs, something that has not materialised in Cyprus to-date.

With Environmental, Social and Governance
(ESG) standards becoming increasingly
critical to banks’ reputation and licence to
operate, the multidimensional ESG ecosystem
needs to be translated into the strategy and
mission of banking institutions.

The benefits of the ongoing transformation

of the sector are multilayered. Institutions
need to go beyond traditional measures and
continue transforming their business models,
embrace digitisation and adapt to the dynamic
environment to tackle structural problems.

The competitive environment is widening,

affected by the disruptions of the FinTech
revolution. Banks should consider acquiring

companies that can accelerate their
transformation journey.

Developments in the regulatory space have been
continuous in the last decade, with the current
priorities focusing on resilience to shocks, digitisation,
strengthening of management bodies and the need to
address challenges in relation to climate risks.

With technology as a key enabler, the speed

at which decisions are made is crucial for
institutions, both in terms of strategic planning
and in terms of client experience and satisfaction.
In the “new normal” consumers are no longer
willing to wait and demand real time service.

The sector should not remain focused on short-term gains

but should consider longer-term, responsible investments.
Sustainable M&A can create economies of scale across the
banking sector, providing opportunities for banks to become more
cost-efficient, better able to invest in large scale transformational
projects, whilst diversifying their products and revenue sources.
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What are your thoughts?

‘@« In ademanding and challenging environment, PwC Cyprus has a dedicated
O team of banking professionals who operate within an international network of
industry experts ready to deliver local knowledge with global expertise. We help
our clients turn challenges into opportunities by delivering quality in assurance,
advisory, tax and legal services.
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