



Reply form 

for the Call for Evidence on restricted subscription and private credit ratings


Responding to this paper 
ESMA invites comments on all matters in this call for evidence and in particular on the specific questions. Comments are most helpful if they:
indicate the specific question to which the comment relates;
contain a clear rationale; and
respond to the question stated;

ESMA will consider all comments received by 31 May 2026.  
Instructions
In order to facilitate analysis of responses to the Call for Evidence, respondents are requested to follow the below steps when preparing and submitting their response:
Insert your responses to the questions in the Call for Evidence in the present response form. 
Use this form and send your responses in Word format (pdf documents will not be considered except for annexes);
Please do not remove tags of the type <ESMA_QUESTION _RSR_1>. Your response to each question has to be framed by the two tags corresponding to the question.
If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
When you have drafted your response, name your response form according to the following convention: ESMA_RSR_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESMA_RSR_ABCD_RESPONSEFORM.
Upload the form containing your responses, in Word format, to ESMA’s website (www.esma.europa.eu under the heading “Your input – Open Consultations” ->  Call for evidence on restricted subscription and private ratings”). 

Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publicly disclosed. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESMA’s rules on access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESMA’s Board of Appeal and the European Ombudsman.
Data protection
Information on data protection can be found at www.esma.europa.eu under the heading Legal Notice.
Who should read this paper?
This paper is addressed to all financial market participants and in particular credit rating agencies, issuers, investors and competent authorities involved in the issuance and use of credit ratings for regulatory purposes.



























General information about respondent
	Name of the company / organisation
	Advisense

	Activity
	Governance, Risk and Compliance Services and Tech Solutions

	Are you representing an association?
	☐
	Country/Region
	Sweden


	Name of the company / organisation
	Open Source Investor Services

	Activity
	Credit Risk Management Services

	Are you representing an association?
	☐
	Country/Region
	Netherlands



Questions on restricted subscription credit ratings
Q.1 What are the main purposes and market needs that restricted subscription credit ratings are intended to serve? In what circumstances are they preferred over publicly disseminated credit ratings or other credit assessments? Please provide concrete examples where possible.
<ESMA_QUESTION_RSR_1>
The concept of public ratings works well for bonds, which require public status to support the instrument's tradability. Bank loans, by contrast, are not freely tradable instruments and are based on a confidential relationship between the lender and the debtor. Therefore, restricted subscription credit ratings are especially suitable rating borrowers and loans. 

Bank and borrower relationships are governed by bank secrecy laws and therefore banks need to deal carefully with borrowers’ non-public information. The Basel Committee on Banking Supervision makes the following observation in Basel III: Finalizing post-crisis reforms of December 2017: “International access/Transparency: The individual [credit rating] assessments should be available to both domestic and foreign institutions with legitimate interests and at equivalent terms.” Only parties that have a legitimate interest because they participate in the loan have such an interest. To address this interest appropriately, it would be prudent to make the rating and the related information available through restricted subscriber access.  

In markets where companies routinely borrow from the capital markets via bond issuance (e.g. U.S) the eventual holders of these bonds need access to a public rating and the bond issuer is therefore willing to both pay for a public rating and give the rating agency access to non-public information.  In markets where there is very limited bond issuance by companies (e.g. Europe), it is common for even larger companies to have strong relationships with a few banks and provide each of these banks with the non-public information required to make a sound credit decision and make internal rating assessments. 
The disparity in financing methods by corporates is clearly illustrated by the fact that US corporates raise approximately 80% of their borrowings through bonds and 20% through bank loans, while the opposite is true in Europe, where 80% of borrowings are raised from bank loans and only 100 or so largest companies per country issue bonds at all.  Because of their lack of bond issuance, most European borrowers, in particular medium-sized enterprises, are unable to pay the cost of an external rating and are also unwilling to spend time and effort meeting with rating agencies and handing over sensitive non-public information. This explains the lack of public debt ratings in Europe and puts European banks in a difficult position: they would like to have external ratings to support their risk management and mitigate regulatory capital floors, but  public ratings are not available. Furthermore, a bond issuer is not necessarily the same group of legal entities that are party to a loan agreement. Loan agreements also have different terms and conditions and therefore give rise to different risks. As a result, a public bond rating is often not representative of the credit risk arising from the loan agreement. 
Restricted subscription credit ratings will help fill the gap of lack of external credit ratings for banks, for buyers of securitised bank loan portfolios and for the private credit industry.  In each of these cases, there is a limited number of counterparties who need the rating information, all of whom have a legitimate interest in the creditworthiness of the rated entity and can demonstrate this by holding debt or being bound by a confidentiality agreement.  The non-public information used in the rating and the rating itself can be kept out of the market, which will incentivize the borrowers to allow such ratings.  
 
To summarize, there is a clear gap in the market that will not be covered by public ratings, especially in markets like the European where bond issuance only stands for a minority of corporates financing. The intention of the Basel committee is that this gap should be filled for parties with legitimate interest. Restricted subscription credit ratings are needed to fill the gap and will serve multiple purposes such as an objective assessment of the credit worthiness of the borrower independent of the borrower as well as the lender. Another obvious purpose is providing the banks that have a legitimate interest with a loan rating rather than a bond rating, which is in line with regulatory purposes and intentions. 
<ESMA_QUESTION_RSR_1>

Q.2 How are subscribers defined in practice, including with respect to criteria for access, the assessment of “economic interests” and restrictions on onward disclosure?
<ESMA_QUESTION_RSR_2>
[bookmark: OLE_LINK1]Parties that can demonstrate a legitimate interest should have unrestricted access to the rating information on equivalent terms.  Such parties could include direct lenders, holders of securitized debt instruments, and regulators, or have signed a confidentiality agreement, like secondary loan trade investors or potential buyers of a loan.  In this way, restricted subscriber ratings can support the main goals of the Savings and Investments Union.
<ESMA_QUESTION_RSR_2>

Q.3 What information is provided to subscribers alongside the credit rating (e.g., rationale, key assumptions, sensitivity analysis)? How does this information compare with that accompanying publicly disseminated credit ratings, and how are any differences addressed?
<ESMA_QUESTION_RSR_3>
Restricted subscription credit ratings should include in their reporting to qualified users the same elements which are supplied with the reports issued in respect of public ratings. It is likely the case that subscribers can have access to even more frequent and valuable risk management information on the rated entities in a subscription model using new technological advancements and thereby being offered strong risk management tools and forward-looking views on the credit quality of the counterparty.   
<ESMA_QUESTION_RSR_3>

Q.4 What arrangements apply in practice to ensure that restricted subscription credit ratings are produced in line with the requirements of the CRA Regulation, including those relating to governance, independence, conflicts of interest, internal controls, and application methodologies? How do these arrangements compare with those applicable to publicly disseminated credit ratings? 
<ESMA_QUESTION_RSR_4>
The rating process for restricted-subscription credit ratings needs to align with the same requirements as public ratings, including governance and independence . In addition, restricted subscription credit ratings need to undergo regular, extensive back testing of the discriminatory power of the ratings, rating migrations, and whether the Through the Cycle Probabilities of Default are in line with historical default rates of similar loans. The anonymized results need to be made public.  
<ESMA_QUESTION_RSR_4>

Q.5 What risks or unintended consequences may arise from the production, distribution and use of restricted subscription credit ratings (e.g., information asymmetry, cherry‑picking, market signalling, procyclicality)? 
<ESMA_QUESTION_RSR_5>
All parties with a legitimate interest, as defined above, have access to the full rating information. Therefore, there is no information asymmetry or lack of market signaling in comparison to public ratings. The procyclicality issue will be addressed by the annual back testing reports. The initiative for the credit rating comes from the lender or the company i.e. the lender needs to set up a framework on the use of external ratings that assures that cherry picking is avoided – this is normal practice i.e. to make sure that there is clear objective application where such risks exist, not from the credit rating agency itself. There should also be opportunities for the regulators to scrutinize the production of ratings across the whole rating industry, i.e. whether the rating becomes public or is available through a restricted subscription model. 
<ESMA_QUESTION_RSR_5>

Q.6 What mitigants are currently applied to address such risks and how effective are they? To what extent are these risks addressed by the existing requirements of the CRA Regulation? 
<ESMA_QUESTION_RSR_6>
The primary mitigant of the risks of incorrect or skewed ratings is their comparability, both of multiple ratings for one counterpart and by comparing ratings for companies in one industry or country with similar entities and with historical default observations.  Public ratings address this issue by being publicly available, allowing users and regulators to make these comparisons.  As restricted subscription ratings become more popular the users will be able to perform the same comparisons.  If regulators can see all these ratings and their historical performance, they will be able to make the necessary comparisons, as will the users of multiple ratings, primarily the banks.  

If restricted subscription ratings were not eligible for authorised use, then most of the underlying borrowers would not be externally rated at all, making the job of comparison impossible. 
<ESMA_QUESTION_RSR_6>

Q.7 To what extent do issuers seek restricted subscription credit ratings from more than one credit rating agency for the same exposure? Please describe how common this practice is and the reasons for seeking, or not seeking, multiple restricted subscription credit ratings.
<ESMA_QUESTION_RSR_7>
Where the rated entity must pay a high cost for the rating then only the largest borrowers or bond issuers would contract with more than one credit rating agency.  Where restricted subscription ratings are used then the cost of the rating is spread more equitably between the borrower and the limited group of users, encouraging multiple ratings. 
<ESMA_QUESTION_RSR_7>
 
Q.8 Are there any additional considerations or evidence related to restricted subscription credit ratings that stakeholders consider relevant for the purposes of this Call for Evidence, but which have not been addressed in the questions above?
<ESMA_QUESTION_RSR_8>
We would like to emphasize some particular advantages of restricted subscription credit ratings. 
 
Public ratings are well suited to economies where most borrowing is via widely held public bond issuance.  Restricted Subscription ratings are more suited to providing high quality external ratings of loans in bank loan books, securitisations and private credit books.  Restricted subscription ratings can be crafted to match the complexity of bank loan books, where a bank usually has a lending relationship with multiple legal entities in one borrower group, each of which needs to have at least an internal rating and often with guarantees or support between them.  In addition, restricted subscription ratings can be built to exactly match the Probability of Default which banks must use in their internal ratings as required for regulatory capital purposes.  Public ratings focus on bond defaults, not the more complex Basel default rules. 
 
Secondly, restricted subscription ratings can more easily deal with private information such as details from loan documentation to ensure that the rating will be a fair representation of the group of legal entities that are party (or even jointly liable) to the loan agreement. Further, the rating analysis can disseminate information not available from financial statements, such as turnover and profitability by market segment of the group of legal entities party to the loan agreement. 
 
Thirdly, currently the public rating market is dominated by rating agencies originating from the U.S. It would be beneficial for the European financial infrastructure if ratings, originating from European entities and catering for the workings of the European financial infrastructure, become available. This should be viewed in light of European Union policy initiatives on strengthened resilience.  
 
Fourthly, the EU Commission performed a targeted consultation on the competitiveness of the EU banking sector and where opposite views can be observed regarding regulatory features such as the implementation of the Basel III output floor. In our dialogues with European banks, the acceptance of the output floor is low as there are currently very limited options for European banks to avoid the 100% risk-weight for corporate counterparties, as the market has not provided a solution for how ratings for these corporates can be produced. We believe that restricted subscription credit ratings can provide acceptable solutions for banks as well as regulators, and that the acceptance for a full implementation of the Basel output floor increases. I.e. restricted subscription credit ratings can increase the competitiveness in the EU banking market in line with the ambition of the EU Commission. 
 
Fifth, closely related to the fourth addition, banks’ ability to continue providing lending to, in this case, medium-sized enterprises, is critical to uphold the economic growth and prosperity in the EU. Hindering the credit supply by only allowing for the use of public ratings will likely lead to lower economic growth during the phasing-in of the output floor, as banks may direct capital elsewhere. We believe that ESMA can play an important role in guiding and providing tools and opportunities to the EU banking market by allowing for solicited / unsolicited public / restricted subscription ratings while still upholding discipline, consistency, and avoidance of conflict of interest if managed appropriately and in dialogue with market agents supporting the goals of the Savings and Investments Union. 

Sixth, low rating coverage needs to be improved. There is a clear information gap and risk when relying only on internal ratings and a minority coverage from public ratings. This risk is managed e.g. through the output floor. Regulators need to make sure that good risk management also pays off. Without restricted subscription credit ratings, the rating coverage in the European market will stay low and restrict or make financing unnecessarily expensive to creditworthy and well-functioning corporates and medium-sized companies. 
<ESMA_QUESTION_RSR_8>

[bookmark: _Toc224749793]Questions on private credit ratings
Q.9 What are the main purposes and market needs that private credit ratings are intended to serve? In what circumstances are they used instead of, or alongside, publicly disseminated ratings or other forms of credit assessment? Please provide concrete examples where possible.
<ESMA_QUESTION_PR_9>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_9>
 
Q.10 To what extent do private credit ratings support investment decisions, credit risk assessments, risk management or internal capital allocation by market participants? In particular, how do they contribute to credit risk assessment and price discovery, including in private markets? Please provide examples where possible
<ESMA_QUESTION_PR_10>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_10>

Q.11 What risks, if any, may arise from the use of and reliance on private credit ratings, including potential market-level risks (e.g. information asymmetries or financial stability concerns) as well as risks related to rating quality or governance?
<ESMA_QUESTION_PR_11>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_11>

Q.12 To what extent, if any, do private credit ratings differ from publicly disseminated regulated ratings in terms of governance, independence, conflicts of interest, internal controls, and application methodologies; and what risks, if any, arise from such differences? Please provide examples where possible.
<ESMA_QUESTION_PR_12>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_12>

Q.13 To what extent do current disclosure practices and market practices around private credit ratings adequately support market transparency and investor protection? If relevant, please indicate areas where improvements may be warranted.
<ESMA_QUESTION_PR_13>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_13>

Q.14 What are the main benefits associated with the use of private credit ratings by market participants? In which areas do they provide added value, and in which contexts are they considered a desirable product (e.g. private markets)? Please explain and provide examples where possible.
<ESMA_QUESTION_PR_14>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_14>

Q.15 In your view, does the current regulatory framework adequately support the market need for external credit risk assessments in private markets? If not, please indicate in which areas improvements may be warranted.
<ESMA_QUESTION_PR_15>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_15>


Q.16 Are there any additional considerations or evidence related to private ratings that stakeholders consider relevant for the purposes of this Call for Evidence, but which have not been addressed in the questions above?
<ESMA_QUESTION_PR_16>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_PR_16>
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