


There can be no plan B 
because there is no planet B
– Former UN Secretary-General Ban Ki-moon at Stanford University, 2013

SME IMPACT LENDING PLAYBOOK    



The sustainable transition is very complex - it 
touches all aspects of environment, society and 
economy. What I see is that this complexity can 
have a paralysing effect: initiatives remain a theo-
retical exercise with too little concrete action. This 
must change. 

Take for example assessing the sustainability of 
an SME. We suggest starting with a sustainabili-
ty assessment based on readily available or easily 
obtainable data. That way, you can get going now 
by doing business with SMEs that have a positive 
impact. When standards emerge - specifically for 
SMEs -, it is a great time to follow those standards. 
But there’s no reason to postpone or not take ac-
tion!

Ultimately, the only true end-state for a sustaina-
ble credit risk score is a common understanding 
of that score - very much like the current (finan-
cial) credit risk score. We expect the emergence 
of a single model that can be utilised by various 
commercial risk scoring agencies or services. Re-
alistically, this will take time. 

Sustainable finance is about purpose and balance. 
A great (true) example was the loan application 
for a large second hand diesel van. At first glance, 
not a very environmentally sound investment. 
However, the purpose of the van was to provide 
physically challenged people a means to have 
outings together. The lender, fortunately, did de-
cide to approve this loan. The purpose of the loan 
impacted the decision and the balance between 
the environmental and social impact also played 
a role in the outcome. In my opinion, sustainabil-
ity should be all about inclusion and making big 
impact. Inclusion where you do not exclude SMEs 
that underperform when it comes to sustainabil-
ity, but where lenders embrace them and help 
them improve. In the end it makes much more 
impact to onboard, entice and stimulate those 
SMEs that don’t (yet) have a focus on sustainabil-
ity than to only focus on improving the ones that 
understand the importance of sustainability and 
are acting upon that already.  

I believe that financial institutions need to take 
aim much more aggressively at creating impact. 
Sounds like a no-brainer, right? I invite you to ex-

amine your lending acceptance framework. Does 
it consist of a set of business rules that determine 
that a loan can be either automatically accepted, 
rejected or requires manual intervention? You’re 
in good company - probably most lenders - even 
ESG lenders - use acceptance frameworks like 
this. This way of doing business ensures that you 
are aligned with your business principles, but it is 
not aimed at bringing about change. So, how can 
you change the acceptance framework? Add a 
new acceptance category that determines when 
there is impact to be made! We call this the im-
pact area. Next, construct corresponding condi-
tions in the loan covenant for applications that fall 
in the impact area. As covenants are monitored, 
you use the existing mechanism to monitor the 
impact you’re after.

Another way of bringing about change is to 
bridge the knowledge gap. Many SMEs do not 
have the capabilities in house to make invest-
ment decisions that optimize ESG outcome. At 
the same time, most loans are too small to allow 
for the costs of additional external advisory ser-
vice. What happens - in most cases - is that capi-
tal investments are made regardless of ESG out-
comes. It all makes perfect business sense, right? 
As a financial institution, you are in the best posi-
tion to bridge this knowledge gap. First, use port-
folio analysis to categorise existing customers 
into groups with potential impact. Next, create a 
dedicated model for this group to assist in deter-

mining their optimal ESG investment decisions. 
Finally, communicate proactively to your custom-
ers that they can use this tailored advisory mod-
el to assist them in specific investment decisions. 
New customers that fall in the same category also 
get offered this model to optimise their ESG out-
come. You can and should use your economies of 
scale to bridge the knowledge gap. 

Finally, there is a lot of money looking for an ESG 
destination. At the same time, customers expect 
from their bank to align with their own - increas-
ingly sustainable - mindset. Unlocking the largest 
part of the economy (SMEs) as an ESG-destina-
tion makes perfect business sense and results in 
real progress. We believe that advanced technol-
ogy like Fyndoo allows you to tap into this market. 
So, take your next step!

Kind regards,
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We would love to hear your opinion!   
Contact us at hello@fyndoo.com

Jamie Burink
Head of Business Lending

I am excited about our joint contribution to  making an impact in the 
sustainable transition. I am  committed to supporting our customers 
with technology that makes business lending effortless - even in the 
face of all the challenges ahead.

Editorial
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THE CURRENT STATE

SUSTAINABLE FINANCE IMPACT LENDING  
WITH FYNDOO

CHALLENGES AND 
OPPORTUNITIES

Our economic model was developed at a time where labour and 
capital were the scarce production factors. Environmental and 
social factors did not play a large role at that time. Today, our 
world is a very different place. We face large environmental and 
social challenges.

Fyndoo supports impact lending from origination up to the mon-
itoring of covenants. This playbook illustrates a number of com-
mon scenarios. Fyndoo supports banks in transitioning towards 
a sustainable future every step of the way: from supporting min-
imum reporting requirements to playing the triple bottom line 
game.

CONTENTS

Financial institutions play an important role in the transition to-
wards a more sustainable future. Financing products and servic-
es can support and foster clients’ transition towards new sustain-
able business models.

SUSTAINABILITY 
STRATEGY
We propose a sustainability strategy on two pillars: business prin-
ciples and impact. For each pillar, we provide a number of strate-
gic pointers that may serve as inspiration for tailoring your own 
strategy.

Transitioning towards a sustainable future introduces specific 
challenges and opportunities. Challenges include rebalancing 
the portfolio, assessing sustainability credit risks and new report-
ing requirement. Opportunities can be found in acquiring new 
customers and improving long term financial performance.
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What’s happening?
Our economic model was developed at a time where labour and 
capital were the scarce production factors. The industrial revolution 
spurred unprecedented growth in production and consumption. 
Environmental and social factors did not play a large role at that time. 
Our world now is a very different place. We face large environmental 
and social challenges such as climate change, biodiversity, ozone 
depletion, food security, sanitation, education, health care - to name 
but a few. 

Increasingly, environmental and social factors are 
made important for businesses and consumers 
through regulation and taxation. Also, and more 
importantly, society requires companies to con-
tribute to a sustainable future. 

The financial sector is crucial to realise the transi-
tion to a sustainable economy. Impact investing, 
green bonds, social bonds and impact lending 

are instruments to create sustainable business 
practices and long-term value creation. Financial 
institutions have a large impact on transitioning 
the economy towards a sustainable future.

The sustainable transition is unstoppable now. 
Banks that do not act on this momentum will dis-
qualify themselves faster than you might think!

Why we need to change is clear: there is no planet B.  
The main question is: How do we transition towards a 
sustainable future?

This playbook gives strategic pointers for financial 
institutions that provide business loans. We provide a 
strategy framework for sustainable lending. Obviously, 
there is no one-size-fits-all strategy possible. So, use this 
playbook as inspiration for formulating your own strategy 
towards sustainable lending.
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Note: Many financial institutions can already be typed as SF1.0. They refrain from investing in or lending to ‘sin’ 
companies. Very few (less than 1%) financial institutions are typed as SF3.0. For the remainder of this playbook, we 
focus on strategies that involve SF1.0 and SF2.0 characteristics.

Sustainable Finance
Financial institutions play an important role in the transition towards 
a sustainable future. Financing products and services can support and 
foster clients’ transition towards new sustainable business models.

When zooming in on financial institutions them-
selves, sustainable transition also has profound 
implications. From shareholder value to stake-
holder value. From a 1-year horizon to a decade. 
Environmental and social factors in valuing as-
sets. Sustainability impacts every aspect of a fi-
nancial institution. 

The strategy for governments and many finan-
cial institutions has been ‘large first’: large ‘green’ 
projects, large corporations, large investments. 
However, SMEs are expected to have such bigger 
potential  when it comes to sustainability impact. 
SMEs account for over 50% of worldwide employ-
ment and turnover, drive growth and innovation 
and, finally, are less susceptible to economic cy-
cles than corporates1. 

Despite the economic importance, many banks 
perceive SMEs as complex, difficult to serve and 
have difficulty in obtaining all the necessary infor-
mation. Adding sustainability factors to the com-
plexity doesn’t make it any easier! This results in 
SMEs being underserved financially, which ham-
pers the transition towards a sustainable econo-
my. 

Let us first learn more about sustainable lending 
- or impact lending - before we move on to the 
specific challenges and opportunities for finan-
cial institutions in chapter 2.
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SME Impact Lending
Impact lending is the practice of lending that in-
centivizes and promotes sustainable business 
practices. This is achieved by:

 ̶ Increasing access to finance - for example for 
“green” SMEs;

 ̶ Providing advantages (such as an interest 
reduction) to SMEs that improve their 
sustainability credit score, and;

 ̶ Offering services or knowledge that help SMEs 
in their sustainable transition.

Sustainability Credit Risk Score 
(SCRS)
The Sustainability Credit Risk Score (SCRS) is an 
essential part of SME Impact Lending. For exam-
ple, credit approval uses the SCRS to approve a 
credit application and determine the conditions. 
SF1.0 organizations may use the SCRS to imple-
ment a social and environmental threshold: for 
example to not provide loans to businesses that 
play a role in environmental destructive activities.

Sustainability monitoring and 
reporting
Monitoring and reporting on sustainability of the 
loan portfolio is another use of the SCRS. The SME 
loan portfolio needs to be scored ‘as a whole’ or 
segmented as required. This provides insight into 
the pace of sustainable transition as well as mate-
rial risks involved with ESG (environmental, social, 
governance) factors.

Impact propositions
The sustainability transition requires any financial 
institution to incorporate ESG factors into their 
lending business. At the very least, this has impli-
cations for existing loan products. 

A more active role of a bank requires the devel-
opment of specific impact propositions. Propo-
sitions that support and entice SMEs to facilitate 
specific conditions, develop goods or offer servic-
es in such a way to meet the increasing demand 
to contribute to sustainability. These latter propo-
sitions may include tailored advice to SME clients 

on potential actions to improve their sustainabil-
ity score.

Sustainable SME Lending - or how we like to call 
it: SME Impact Lending - is an exciting new field 
with great opportunities. However, there are also 
challenges to overcome. The next section discuss-
es the challenges and opportunities before going 
into the strategic pointers.

References: 
1. Moscarini, Giuseppe, and Fabien Postel-Vinay. 

2012. ‘The Contribution of Large and Small 
Employers to Job Creation in Times of High 
and Low Unemployment.’ American Econom-
ic Review, 102(6): 2509-39.

Example: Sustainable Revolving Credit 

The Sustainable Revolving Credit is a credit line 
where the interest rate and limit is linked to the 
sustainable performance of the client. The sus-
tainable performance, interest rate and limit are 
assessed on a yearly basis. The SCRS is used to es-
tablish performance and measure progress. The 
SCRS is determined by self-assessment; the bank 
has the right to have the score independently as-
sessed at any time. As part of the proposition, the 
customer gets tailored advice on how to improve 
the sustainability score and its expected impact 
on the conditions of the loan such as interest  
and limit.
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Challenges

The elephant in the room: banks need to fundamentally rebalance 
their loan portfolio to reflect the increasing importance of environ-
mental and social factors. There are two challenges:

 ̶ Rebalance portfolio from economic risk towards integrated 
environmental, social and economic risk;

 ̶ Rebalance portfolio from corporates towards SMEs. SMEs are 
already justly seen as complex and costly to serve - this needs to be 
resolved.

SME lending is already perceived as complex. A high diversity of fi-
nancing solutions, complex ownership structures, a variety of collat-
eral etc. makes SME lending a challenging business. Adding sustaina-
bility to this mix - where environmental and social factors are involved, 
only increases the complexity.

The regulators are playing catch-up when it comes to new develop-
ments in the lending domain. Sustainability is no exception here, to 
the contrary, regulators are expected to impose new obligations for 
banks to self-assess their sustainability and report about this. 

A lot of initiatives for sustainable lending are initiated all over the world. 
So far, no consensus about a scoring and normative mechanism has 
been reached yet. This absence of consensus makes it complex to 
measure and monitor achievements in impact lending in an objective 
manner2. 

Portfolio Complexity

ReportingAssessment

It is beyond doubt that financial institutions can play and should play an important role in 
making our world more sustainable. At the same time this means that financial institutions 
need to change themselves: to adjust and shift towards impact lending. As is the case with all 
changes, there will be challenges to deal with, but at the same time there are opportunities that 
beckon towards the financial institutions that will take their role in the sustainability movement. 
This chapter addresses some of these challenges and opportunities.

References: 
2. Helen Avery. 2019. Sustainable finance’s big-

gest problems, by the people who know best. 
Euromoney.
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Opportunities

Get new customers and keep your existing ones. Customers seek 
banks that align with their own environmental and social principles 
and move away from financial service providers with poor sustaina-
bility. Having a sustainable competitive positioning pays off.

Including environmental and social factors in a business creates long 
term value. Moving away from the short term risk-reward calculations 
towards a long term integrated approach pays off. There is compelling 
evidence that financial performance is positively impacted by such an 
approach3.

Banks are in a fantastic position to accelerate the sustainable tran-
sition. Of course it will bring benefits and should be part of any sen-
sible strategy. Nevertheless, we believe that banks should also be 
guided by the intrinsic motivation that it is just the right thing to 
do. Lead the way!

Customers Financial 
performance

Contribute to 
a sustainable 
transition

References: 
3. Gunnar Friede et al. 2015. ESG and financial 

performance: aggregated evidence from 
more than 2000 empirical studies.
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Sustainability strategy
Many financial institutions understand the benefits and necessity 
of sustainability.  However, how to translate this into an actionable 
strategy is not easy. We propose a sustainability strategy on two pillars: 
business principles and impact. For both pillars, we provide a number 
of strategic pointers that may serve as inspiration for tailoring your 
own strategy.

Let’s execute along 
this strategy, but 
know that we’ll 
probably get some 
of this wrong, so be 
open to changing it.

For the sake of brevity, we focus exclusively on 
pointers that are relevant to the SME Lending 
business. We understand that sustainability is a 
(much) larger topic for banks - it won’t be covered 
here in its entirety.

– A.G. Lafley

The two pillars for your sustainability strategy - 
business principles and impact - serve to balance 
your strategic initiatives: how you want to conduct 
business and how you aim to achieve maximum 
impact on material ESG issues. These pillars are 
not mutually independent, in fact, they’re closely 
linked.

14



Pointer

SME IMPACT LENDING PLAYBOOK     |     CHAPTER 04    |     SUSTAINABILITY STRATEGY

Business principles
Business principles are foundational statements that provide a 
framework for conducting business and day-to-day decision making. 
It is derived from a company’s value system.

Use Sustainability Credit 
Risk Score (SCRS) for 
thresholds

SF1.0 companies may observe environ-
mental & social aspects using a threshold 
in their sustainable credit scoring models. 

Example: The PRISM model4, takes 16 indi-
cators in three perspectives (people, planet 
and prosperity) into account. When using 
this model, a threshold for a loan applica-
tion may be gender equality > 1.

Construct a model for 
sustainability credit risk 
scoring

Develop credit risk 
scoring capabilities

Scoring sustainability is essential for build-
ing a well performing lending business. Be-
sides the financial performance, the model 
plays a central role in understanding the 
portfolio, fulfilling reporting requirements, 
tracking impact, constructing advice and 
many other critical business functions.

Unfortunately, there is no de-facto or actu-
al standard for determining the sustaina-
bility score.

Presently there are few data sources that 
can be used to calculate the sustainability 
credit risk score of a specific SME. There are 
no national sustainability credit risk scoring 
agencies that provide data for SMEs. So, 
how to go about it? There are three possi-
bilities, which can be used in combination: 

 ̶ Self-assessment. The SME performs 
a self-assessment based on a 
questionnaire provided by the bank. 
The bank may audit the assessment;

 ̶ Bank assessment. The bank performs 
an assessment of the SME, often done 
by a relationship manager. The SME 
may request an audit of the assessment;

 ̶ External assessment. An external party 
performs the assessment. 

Notes: 
1. In the EU, there is a Corporate Sustainabil-

ity Reporting Directive (SCRD), which aims 
at delivering digitally accessible reporting in 
2024 (covering fiscal year 2023). However, this 
would not cover SMEs. The EU indicates work-
ing on a separate set of standards for SMEs, 
which would cover the sustainability informa-
tion requirements.

2. Research5 shows that sustainability criteria 
can be used to predict the financial perfor-
mance of a debtor and improve the predictive 
validity of the credit rating process.  

3. Research6 indicates that creating tailored 
models per industry is a viable path. A tai-
lored model creates an industry-specific 
assessment that uses material issues and 
developing paths of average companies in  
that industry. It thus makes sense to strate-
gically prioritise the creation of these models 
based on the exposure in various industries 
and develop a roll-out plan accordingly.

4. Over the next 3 to 5 years, we expect that re-
gion-specific sustainability reporting require-
ments for SMEs provide a good basis for sus-
tainability credit scoring. Banks may play an 
active role in stimulating adoption of these 
standards. Commercial data providers, most 
likely, will step into this market and provide 
sustainability credit risk scoring as a commer-
cial proposition.

Pointer

Pointer

References: 
4. University Tilburg and Triodos, 2020, PRISM.

5. Olaf Weber, Roland W. Scholz and Georg 
Michalik. 2008. Incorporating Sustainability 
Criteria into Credit Risk Management. Wiley 
InterScience.

6. Zeidan, Boechat, and Fleury. 2015. Developing 
a sustainability credit score system. Business 
Strategy and the Environment.
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References: 
7. Ruiz, S. (2019). Fully automated recommenda-

tion system to improve supplier’s sustainabil-
ity performance. Technische Universiteit Ein-
dhoven.

8. Ricardo Vinuesa et al. 2020. The role of artifi-
cial intelligence in achieving the Sustainable 
Development Goals. Nature communications.

Impact
The impact pillar of your strategy is about achieving sustainable 
transition goals by providing loans and related services to SMEs.

Product features Impact covenants Tailored advice

Develop products that reward clients’ sus-
tainability progress. This is not a ‘one size 
fits all’ approach. Take, for example, a bank 
that has a sustainability focus on climate 
change. In that case, a product where the 
interest is based on greenhouse gas emis-
sions makes a lot of sense. Another bank 
may have a focus on education and diversi-
ty and base products on those aspects.

Covenants are a great way to achieve im-
pact. Covenants are already monitored as 
part of the credit agreement. The addition 
of sustainability requirements is in line with 
other non-financial covenants.

Formulate sustainable acceptance criteria 
and determine what is acceptable (green), 
not acceptable (red) and what is the area of 
impact (orange). For each acceptance cri-
teria, loan conditions are to be formulated 
that take the client from orange to green.

Cloud-based platforms such as Fyndoo can 
use data of all customers across banks to 
train AI-models. These models in turn can 
be used to provide tailored advice to clients 
and suppliers7. 

Research indicates that AI can be used to 
positively influence 79% of the SDGs (Sus-
tainable Development Goals)8. This is one 
way to do it.

Pointer Pointer Pointer
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Onboarding
Onboarding new customers needs to be smooth and quick. A full 
sustainability assessment is therefore not an option. Fyndoo provides 
an easy way to request the minimal and essential sustainability 
information.

The minimal essential sustainability information 
is specific for a bank: are there specific industries 
or activities that are on a black list? What kind of 
sustainable impact is the organisation looking 
for? Is it GHG emissions or social diversity? The 
bank’s sustainability strategy determines what 
information is required when onboarding a new 
customer.

With Fyndoo, the onboarding process is - just like 
any other process - fully flexible. In the example, 
on the right, we see part of the onboarding pro-
cess of ‘The Rainbow Printing Company’ request-
ing a green financial lease for a new printer.

The process is configured so that the requested 
sustainability information is determined based 
on sector identification (Manufacturing - Print-

ers). As depicted here, CO2e and minimum ener-
gy label are obtained. 

The customer is able to continue onboarding as 
the indicated energy label is sufficient, the GHG 
emissions are sufficient and the sector is not black 
listed.

Although The Rainbow Printing Company is 
smoothly onboarding despite the energy label, 
we’ll see in the ‘Acceptance’ scenario how sus-
tainable impact can be achieved using addition-
al covenants. This way, the contract may contain 
conditions to improve the energy efficiency of the 
company’s locations. 
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Sustainability 
assessment
For SMEs, the information to populate the model is generally not 
available or of low quality. This means that the model needs to be 
populated using a sustainability assessment.

Populating the sustainability model is generally 
done by either the client, the advisor or the rela-
tionship manager of the bank (or a combination).  
In this scenario, we show a relationship manager 
of a bank performing a sustainability assessment 
on a client. 

Fyndoo has a flexible sustainability model and al-
lows each bank to adapt it to its needs. The start-
ing point based on the EU taxonomy and NFRD. 
The model can be augmented to fit a bank’s spe-
cific regulatory environment and to fit the bank’s 
own policies.

To illustrate the latter, there is currently no re-
porting requirement on the safety of employees 
of lenders. However, a bank may want to have an 
impact on worker’s safety. As depicted here, this 

can be made part of the model and requested as 
part of the assessment.  

Fyndoo offers the sustainability assessment as 
part of Fyndoo Origination and Fyndoo Manage-
ment (as depicted here) and also in Fyndoo Di-
rect for advisors and clients.

In the future, it is expected that sustainability scor-
ing data will be available from external providers. 
At that time, Fyndoo will provide standard inter-
faces to obtain this data so that this assessment is 
less labor intensive. 

The sustainability information can - for example - 
be purposed as proposition parameters (pricing, 
conditions), acceptance criteria (maximum loan 
amount) and reporting.
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Business lending is important - to start a business, 
to seize opportunities, to build a thriving econo-
my.
      
Unfortunately, business lending is a tough busi-
ness. Assessing risk, regulatory authorities, com-
plex processes, and legacy systems make it hard 
to grow your business lending business.
      
Fyndoo makes lending effortless. Easy and ac-
cessible for your clients. Fully supporting all your 
processes - from advice, origination to reporting. 
Easy to tailor to your competitive edge. Fyndoo 
makes business lending truly easy for you and 
your clients. 

About Fyndoo


