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EXCERPT FROM PROPOSED DIREKTIVE 
 
EXPLANATORY MEMORANDUM 
1. CONTEXT OF THE PROPOSAL 
 
Grounds for and objectives of the proposal 
The present proposal has to be seen in the context of efforts to create an internal market 
for mortgage credit and against the background of the financial crisis. 
The financial crisis has had a substantial impact on EU citizens. Although an important 
contributing factor was the growth in securitisation, which allowed creditors1 to pass the 
risk of their lending portfolios to investors, consumers have faced the consequences first 
hand. 
Many have lost confidence in the financial sector and certain lending practices that used 
toprevail are now having a direct impact.2 As borrowers have found their loans 
increasinglyunaffordable, defaults and foreclosures have risen. Addressing irresponsible 
lending andborrowing is therefore an important element in financial reform efforts. 
For several years, the Commission has engaged in a comprehensive review of EU 
residentialmortgages markets to ensure the efficient functioning of the single market. The 
White Paperon the integration of EU mortgage markets3 previously identified areas of 
direct relevance toresponsible lending and borrowing (e.g. pre-contractual information, 
advice, assessment ofcreditworthiness, early repayment and credit intermediation) acting 
as barriers to the efficientfunctioning of the single market. These barriers prevent the 
pursuit of business or raise thecost of doing business in another Member State and lead to 
consumer detriment through lowconsumer confidence, higher costs and reduced customer 
mobility, both domestically andcross-border. In view of the problems brought to light in 
the financial crisis and in the contextof efforts to ensure an efficient and competitive 
single market, the Commission undertook tocome forward with measures on responsible 
lending and borrowing, including a reliableframework on credit intermediation.4 To this 
end, the objectives of the proposal are twofold. 
First, it aims to create an efficient and competitive single market for consumers, creditors 
andcredit intermediaries with a high level of protection by fostering consumer 
confidence,customer mobility, cross-border activity of creditors and credit intermediaries, 
and a level playing field while respecting fundamental rights, particularly the right to the 
protection of personal data, enshrined in the Charter of Fundamental Rights of the  
European Union.Second, the proposal seeks to promote financial stability by ensuring 
that mortgage credit  markets operate in a responsible manner. 
 
 
General context 
The size of the EU mortgage market is significant: in 2008, outstanding residential 
mortgage lending in the EU27 amounted to almost EUR 6 trillion, or about 50 % of EU 
GDP.5 The EU mortgage market is also of vital importance for the millions of European 
citizens currently repaying a mortgage and for would-be home owners. Taking out a 
mortgage is one of the most important financial decisions in a person’s life, entailing a 
financial commitment potentially lasting decades. 



Rising household debt levels exist throughout Europe. However, they are not in 
themselves a sign of irresponsible lending and borrowing as long as the levels of debt are 
sustainable and repayments can be met. However, figures show that citizens are having 
increasing difficulties in meeting their debts. The difficulty in meeting repayments has 
led to an increase in default rates and a rise in foreclosures. Data can be influenced by 
factors other than irresponsible lending and borrowing such as the general economic 
downturn. However, the statistical data combined with qualitative evidence through 
stakeholders’ contributions and anecdotal evidence from across Europe shows that this is 
not just a cyclical problem or limited to one or two Member States but can be found 
throughout the EU. 
 
A range of factors drive the decision to grant a particular mortgage credit, the borrower’s 
eventual choice of mortgage product and the borrower’s ability to repay the loan. These 
include the economic climate, information asymmetries and conflicts of interest, 
regulatory gaps and inconsistencies, as well as other factors such as the borrower’s 
financial literacy and mortgage financing structures. While these other factors clearly 
play a role, the fact remains that irresponsible behaviour by certain market actors 
contributed to a housing bubble and was one of the key features of the financial crisis. It 
is therefore clear that irresponsible lending and borrowing need to be addressed to avoid a 
repeat of the conditions that led to the current financial crisis. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Articles concerning credit intermediaries 
 

Article 1 
 
Subject matter 
The purpose of this Directive is to lay down a framework for certain aspects of the laws, 
regulations and administrative provisions of the Member States concerning credit 
agreements relating to residential immovable property for consumers and concerning 
certain aspects of the prudential and supervisory requirements for credit intermediaries 
and creditors. 
 
Article 3 
Definitions 
'Credit intermediary' means a natural or legal person who is not acting as a creditor 
and who, in the course of his trade, business or profession, for a fee, which may take 
a pecuniary form or any other agreed form of financial consideration: 
 
Article 4 
Competent authorities 
Member States shall designate the competent authorities empowered to ensure 
implementation of this Directive and shall ensure that they are granted all the powers 
necessary for the performance of their duties. 
 
Where there is more than one competent authority on its territory, a Member State 
shall ensure that those authorities collaborate closely so that they can discharge their 
respective duties effectively. 
 
Article 5 
 
Conduct of business obligations when providing credit to consumers 
1. Member States shall require that, when granting, intermediating or advising on credit 
and, where appropriate, ancillary services to consumers, the creditor or the credit 
intermediary acts honestly, fairly and professionally in accordance with the best 
interests of the consumer. 
2. Member States shall ensure that the manner in which creditors remunerate their staff 
and the relevant credit intermediaries and the manner in which credit intermediaries 
remunerate their staff do not impede compliance with the obligation to act in 
accordance with the best interests of the consumer, as referred to in paragraph 1. 
 
Article 6 
 
Minimum competence requirements 
 
1. Home Member States shall ensure that: 
(a) The staff of creditors and credit intermediaries possess an appropriate level of 
knowledge and competence in relation to the offering or granting of credit 



agreements within the meaning of Article 2, or the activity of credit intermediation as 
defined in Article 3(e). Where the conclusion of a credit agreement includes an ancillary 
service related to it, in particular insurance or investment services, they shall also possess 
appropriate knowledge and competence in relation to that ancillary service in order to 
satisfy the requirements set out in Article 19 of Directive 2004/39/EC and Article 4 of 
Directive 2002/92/EC. 
 
(b) The natural persons within the management of creditors and credit 
intermediaries who are responsible for or have a role in the intermediation, 
advice or approval of the credit agreement, possess appropriate knowledge and 
competence in relation to credit agreements. 
 
(c) Creditors and credit intermediaries are monitored in order to assess whether the 
requirements referred to in paragraph 1, points (a) and (b), are complied with 
on a continuing basis. 
 
2. Home Member States shall ensure that the appropriate level of knowledge and 
competence is determined on the basis of recognised qualifications or experience. 
 
3. Home Member States shall make public the criteria they have established in order for 
credit intermediaries or creditors’ staff to meet their competence requirements. Such 
criteria shall include a list of any recognised qualifications. 
 
4. Powers are delegated to the Commission in accordance with Article 26 and subject to 
the conditions of Articles 27 and 28, to specify the requirements provided in 
paragraph 1 and 2 of this Article, and in particular, the necessary requirements for 
appropriate knowledge and competence. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
Amendment 150 
 
Proposal for a directive 
 
Article 18 k (new) 
 
Text proposed by the Commission Amendment 
 
Article 18 k 
 
Valuation of residential immovable 
property 
 
1. Member States shall ensure that appraisers carrying out valuations of 
residential immovable property which are used to value the collateral in 
credit agreements are carried out by appraisers who are professionally 
competent. 
 
2. Member States shall ensure that a public register is established and 
regularly updated of appraisers who are deemed professionally competent. 
 
3. Member States shall ensure that appraisers who carry out valuations 
used by a creditor to value the collateral are sufficiently independent of the 
creditor, the borrower and, where applicable, the credit intermediary, to 
provide an objective and impartial valuation. 
 
4. In order to ensure consistent harmonisation, the Commission should be 
empowered to adopt delegated acts in accordance with Article 26 in order 
to specify minimum valuation standards, minimum standards regarding 
independence and minimum professional standards for appraisers. 
 
5. Member States may specify further criteria which shall be used to 
determine the professional competence of appraisers. Such criteria shall 
not include a requirement for the appraiser to be established in their 
territory. 
 
 
 
 
 
 
 
 



 
TEGoVA Recommendation  
 
The European Group of Valuers’ Associations (TEGoVA) is the European umbrella 
organisation of national valuers’ associations, covering 45 professional bodies from 27 
countries comprising specialist consultancies, major private sector companies and 
government departments both local and national. Its main objectives are the creation and 
spreading of harmonised standards for valuation practice, for education and qualification 
as well as for corporate governance and for ethics for valuers. 

At present, the integration of the European retail mortgage market is leading the political 
agenda. TEGoVA responded to the European Commission's Green Paper on Mortgage 
Credit, recommending the application of EVS, and the TEGoVA Working Group will 
further accompany the integration process with respect to property valuation. 

 

“Member States should promote the development and use within their territory of reliable 
property valuation standards for mortgage lending purposes either through binding 
legislation or self-regulation. In order to be considered reliable, valuation standards 
should comply at least with the International Valuation Standards developed by the 
International Valuation Standard Committee or the European Valuation Standards 
developed by the European Group of Valuers' Associations.  

 

Member States should ensure that minimum professional qualifications for property 
valuers, such as those set by the European Group of Valuers' Associations, exist and are 
adhered to within their territory.  

Member States should ensure that their foreclosure procedures are completed in the 
shortest time possible and, in any event, within 12 months calculated from the writ of 
execution to the completion of sale proceedings. Preliminary measures and the time taken 
to pay the proceeds should not be taken into account when measuring the foreclosure 
period. 

Member States should ensure that their foreclosure procedures are completed at the 
lowest possible cost.  

Member States should ensure that any measure taken to increase the efficiency of 
foreclosure procedures is without prejudice to national rules aiming at protecting citizens' 
human and social rights.  

Member States should ensure that their land registers are available in an online version, 
in order to facilitate remote access for users.  

Member States should encourage their national land registers to adhere to initiatives 
aiming at interconnecting national online land registers. The European Land Information 
Service (EULIS) is one such initiative.” 

 
“It is true that the increasing cohesion of the Internal Market and the relatively new 
phenomenon of cross-border property investment do give added value to a suitably 



circumscribed common European approach to valuation standards and to the education 
and qualifications of the profession, taking due account of the limits to the exercise 
imposed by differences in national housing markets and valuation culture. But this is 
already being carried out by the profession itself, united in TEGoVA, which has great 
experience producing European Valuation Standards (EVS), Minimum Education 
Requirements (MER) and the Recognised European Valuer (REV) system of recognition 
of valuer qualifications enabling cross-border investors to identify valuers with 
appropriate levels of training and experience across Europe (EVS, MER and REV all 
accessible on www.tegova.org). 
We would add that the REV scheme has led to a system of control by which TEGoVA 
and its member associations verify whether Recognised European Valuers have the 
requisite education and training and are proficient with European Valuation Standards.” 
 
 
TEGoVA EVS 2009 
 
The Serbian edition of the blue book is on-line,  http://www.tegova.org/en/p4912fa4ace7da 
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