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Code of Conduct between credit institutions and SMEs 

Introduction 

Good business relationships between credit institutions and SMEs will help to achieve the 
European Union’s goal of becoming the most competitive and dynamic economy in the world 
(European Council of Lisbon, March 2000). 

SMEs make a major contribution to growth and employment in the EU. In this respect, access 
to finance is a major factor in the success of enterprises and the creation of stable jobs1. 

An efficient and effective relationship between credit institutions and SMEs is one of the key 
issues for the development of the European economy. Irrespective of different national 
traditions, laws and regulations in finance, loan finance is still the most important source of 
external finance for SMEs in Europe and the dominant role of loan finance will likely subsist. 

Against this background, the European banking sector continues to be committed to provide 
services to SMEs in the different phases of their life cycle. It will thereby contribute to the 
competitiveness of the European economy in an increasingly globalised world. By acting 
locally and thinking globally, the European credit sector will be a reliable partner for SMEs 
and will efficiently accompany them through future EU and international economic, 
regulatory challenges and opportunities, in particular the increasing globalisation of the 
economy, the consolidation and merger dynamics of the sector, the growing emphasis on 
profitability, as well as reforms of financial sector and banking legislation. 

The Industry Council of 5 December 2001 invited the Commission to draft a European Code 
of conduct between banks, finance providers and SMEs in order to improve their 
understanding of each other. 

The current European Code of Conduct is a confidence building measure. This is a voluntary 
Code of Conduct based on a set of common principles adopted by the main European 
organisations representing both banks and SMEs. 

General objective 

The European Code of Conduct contributes to fostering good working relations between 
credit institutions and SMEs by encouraging a greater mutual understanding of their 
respective roles and responsibilities. 

Specific objective 

The European Code of Conduct outlines a set of principles to ensure a mutually beneficial, 
loyalty-based and rewarding relationship between credit institutions and SMEs. 

Scope and definitions 

The European Code of Conduct refers to loan finance. This Code cannot be construed to give 
a right of access to credit for the applicant. 

                                                 
1 3rd Round Table of Bankers and SMEs, final June 2000 



The European Code of Conduct is intended to apply to all Member States of the European 
Union. 

“SME” shall mean an undertaking defined as such in the most recent Recommendation of the 
Commission2. 

“Credit institution” shall mean an undertaking whose business is to receive deposits or other 
repayable funds from the public and to grant credit for its own account3. 

The European Code of Conduct is open to all credit institutions and their associations, as well 
as to all SMEs associations. 

General principles 

Building mutual trust 

Credit institutions and SMEs understand that a beneficial and long-term business relationship 
has to be based on mutual trust and confidence. 

SME lending is an important segment of banking activity and both parties see their 
relationship as of central importance for the growth and well being of their business. Both 
parties understand that the other side is doing business in a highly competitive environment. 
Openness and the avoidance of unnecessary delays by both parties are of paramount 
importance in this context. 

Boosting transparency 

Transparency contributes to a sustainable and balanced long-term business relationship. In the 
business relationship between the credit institution and the SME, the credit institution shall 
have a transparent conditions structure and communicate all information and requests in clear 
language. Its SME counterpart shall supply without unnecessary delay any important 
information that might affect the contractual relationship, both before the conclusion of the 
contract and after it has been signed. 

Open dialogue 

Both SMEs and credit institutions recognise the importance of an open dialogue, if a solid and 
durable relationship is to be achieved. For the SME, this implies giving a complete picture of 
its business situation over time. For the credit institution, this implies communicating what 
kind of information it needs, discussing openly any concern it might have with the SME and 
giving an open and complete picture of its relevant services and fee structures, so that the 
SME will be able to choose the best service available for its own needs. 

Respecting privacy and confidentiality 

In line with the requirements of the legal framework, credit institutions will handle 
information about the customer discretely because it can be very sensitive in a competitive 
environment. 

                                                 
2 Recommendation of the Commission 96/280/EC (OJ L 107 of 30 April 1996). From 1st January 2005, 

this recommendation will be replaced by the recommendation of the Commission C(2003)1422, 6 May 
2003, OJ L 124/2003: Commission recommendation concerning micro, small and medium-sized 
enterprises. 

3 2000/12/EC of 20 Mar 2000, OJ L 126 26 May 2000. 



Non discrimination 

Credit institutions are ready to start a business relationship with an entrepreneur irrespective 
of his/her ethnic origin, gender, religion or nationality, with due respect to proper business 
ethics and in compliance with relevant law. 

Credit process 

Transparent application process: 

The SME shall provide all relevant information such as a business plan, financial statements, 
as well as disclose its current financial situation and financial engagements with other banks 
and other entities to the credit institution. The credit institution will in return give feedback on 
how it views the credit application. The SME has the opportunity to give additional 
information and explanations. The credit institution will inform the SME of the range of 
relevant products it offers and the related procedures. 

The credit institution will communicate prior to the credit approval process what kind of data 
and information it needs and will offer to inform the SME of the relevant factors affecting the 
credit decision and, in case the credit institution uses a rating system, the principles of the 
rating procedure which will be applied. The credit decision will be communicated in a clear 
way and in general the credit institution will provide to the SME an explanation on this 
decision including rating, if relevant. 

Transparent terms and conditions: 

Prior to the conclusion of a credit agreement and at the latest with the submission of a written 
contract, the credit institution shall make available, in clear language, detailed information on 
the terms and conditions for the requested credit, including rules under which terms and 
conditions can be changed unilaterally by the credit institution: a legal or technical language 
will only be used where necessary. The SME will be informed of any subsequent changes 
made to the terms and conditions. 

Changing circumstances: 

The SME shall inform its account manager at the credit institution, when it anticipates or 
experiences a relevant change in circumstances that could influence its banking relationship. 

The dialogue between the credit institution and the SME assumes particular importance when 
the latter begins facing financial difficulties, for example over indebtedness, large decreases 
in the business’ turnover, sudden loss of a key customer or key employee vital for the success 
of the business. In this case, the SME will inform the bank immediately. 

The credit institution will discuss openly the situation with the SME with a view to exploring 
the options related to finance. 

Response time: 

The credit institution shall avoid any unnecessary delay in communicating a credit decision to 
the SME. 



Implementing the Code 

This is a voluntary European Code of Conduct. It constitutes a common set of principles 
supported by the European Credit Sector Associations and European SMEs organisations: 
they will promote the European Code of Conduct. 

The European Code of Conduct between credit institutions and SMEs is intended to be the 
basis of national Codes of Conduct agreed by appropriate organisations representing credit 
institutions and SMEs at national level. The national Code of Conduct can lead to actions 
linked to the purpose of the European Code, such as a joint action plan or joint actions of 
common interest. 

The national Code may go beyond the purpose of the European one, lead to complementary 
initiatives and have additional provisions. 

Whenever the European Code of Conduct is not agreed at national level, national, regional, 
local organisations or individual credit institutions can subscribe the European Code and 
develop targeted actions related with its purpose, such as awareness campaigns, workshops or 
training sessions. Complementary initiatives are also possible. 

Monitoring the Code 

The European Code of Conduct will take effect from the date of its adoption, for a five-year 
period, with a possibility of tacit renewal. 

On an annual basis, the European Credit Sector Associations and European SMEs 
organisations will hold meetings to assess the use of the European Code of Conduct and to 
continue the dialogue. 

Dealing with complaints 

At the national level, credit institutions and SMEs organisations adhering to the European 
Code of Conduct are recommended to use existing dispute resolution processes for matters 
related with the Code. When such a quick and cost-effective dispute resolution process does 
not exist, it is advisable to agree upon an appropriate method, at national level. 

Avoiding overlapping 

By its nature, the European Code of Conduct will not enter into conflict with the Community 
legislation or the national legislation, in particular on credit institutions. When necessary, 
adaptations will be made in the national Code of Conduct by adding appropriate provisions to 
the European Code of Conduct. 


