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Reference: consultation paper 2012/841 on Guidelines and recommendations on the scope of the CRA regulation

Dear Sir,

We appreciate the opportunity to provide comments accordingly with our point of view to ESMA regarding this consultation paper.  A clearer scope of the EU Regulation on Credit Rating Agencies is of crucial importance for credit rating activities carried out by axesor.

Regarding the questions laid out in the Consultation Paper it is our aim to contribute providing our comments for the following:

Q3: Do you agree with the explanation of credit ratings provided in this document?

We agree with the main idea exposed, but in our opinion the analyst’s participation should not be the sole participation. When making the difference between rating and scoring, it is vital in rating to include several people in different phases of the rating issuance, especially the head analyst and the Rating Committee.

Thus, the main difference lies in the interaction of several experts and qualified professionals who work coordinately adding value to the analysis of quantitative and qualitative information. For instance, we believe that a rating cannot be the result of an automatic assignment (assignment of rating associated to the rating scale), a rating should be assigned by means of a manual process, expediently by a Rating Committee.

Additionally, in our opinion it is necessary to emphasize another difference regarding the process used for rating and scoring issuance. Scorings have automatic processes used massively, while rating issuance is a personalized analysis adapted to the rated entity’s reality and its environment.

Q4. Do you believe that the intervention of rating analysts in the assessment of the relevant information is the key element to distinguish credit ratings from credit scorings?

Yes, we believe that the analyst is the key element in the rating issuance process. However, in our opinion, it is even more important to define clearly the analyst’s role. We believe that the analyst should contribute with knowledge and participate actively in rating issuance, spending time in the analysis and assessment of several factors.


The rationale of unstructured qualitative information is especially relevant, such as macroeconomic projections, or how changes in labour and environmental standards, which the companies have to comply with, affect the rating awarded.

Q5. Do you agree with the explanation of private ratings provided?

No, we believe that the definition is too loose in some aspects. We understand, and suggest to incorporate as a restriction, that for a rating to be considered private (and therefore outside the scope of the Regulation) its disclosure to third parties should not be allowed and should be contractually limited.

Otherwise, it could be considered unfair competition for official ratings whose target customers are objective third parties with interest in the solvency of a company, such as shareholders, institutional investors, commercial bank creditors or insurers.

We understand that the main objective of the Regulation is to protect investors. Therefore, any rating that can be reached and used as input in their decision-making by investors should be official, thus fulfilling the quality requirements of independence and conflict-of-interest-free nature shown in the Regulation.

Q7. Do you agree that credit rating agencies should demonstrate that there is an objective reason to conduct certain credit rating activities in branches established outside the Union?

We disagree, because we understand the meaning of “objective reasons” within the proposed guidelines as too narrow a concept. In our opinion, the key point could be that Credit Rating Agencies must demonstrate reasonable and consistent reasons rather than objective ones. This is especially relevant as most of the information used during the decision making process is based on market studies and forecasts about clients and sales which could be of a subjective nature, being, as they are, estimations.

Q10. Do you agree that credit scoring firms and export credit agencies that distribute their products to the public in EU should consider ESMA’s suggested disclosures that such scores or ratings are not issued in accordance with the CRA Regulation?

Yes. Additionally, whereas the term “NRSRO” can be used in the US only by agencies registered with the Securities and Exchange Commission, the EU regulation on CRAs does not provide for such a “protected” designation (such as “rating”, “credit rating”, “credit rating agency” or “CRA”) and even restricts in Article 10 (6) the use of the registration status by registered players.

Therefore, and on a voluntary basis, axesor recommends that all players use the term “rating” only for activities within the scope of the CRA regulation.


Yours sincerely,
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