



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
	Alternative Investment Management Association and Alternative Credit Council

	Activity
	Trade association

	Are you representing an association?
	☒
	Country/Region
	UK




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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>
TYPE YOUR TEXT HERE
<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>

Overall, whether an issuer elects to obtain a public or private rating for a specific deal or transaction is largely a function of whether they prioritize broad marketing efforts or confidentiality.

The specific reasons why issuers and/or originators may choose to use private letter ratings are the following:

· Structuring:  The issuer may favour a tailored deal structure (e.g., debt at OpCo level rather than at the HoldCo level). 
· Marketing:  Issuers sometimes prefer working with a small number of strategic investors with whom they can effectively interact.  As such, issuers may have limited marketing needs.
· Availability:  The credit rating agency (CRA) providing the rating on a specific structure may not have a public rating on the overall company.  In those circumstances, the issuer may prefer that the associated company-level information remain confidential.
· Regulatory:  Sometimes the issuance cannot be held broadly due to the nature of the issuer (e.g., a partnership filing under IRS schedule K-1) and as such does not have broad marketing needs.
· Confidentiality:  There are confidentiality considerations around the structure and deal characteristics that provide a competitive advantage to credit providers. Obtaining a private credit rating helps originators and issuers to preserve that competitive advantage.  Additionally, often the issuer is either a family-owned company or a sponsor-owned company or project/infrastructure asset, where owners are very protective of their financial and strategic information.  By purchasing a private credit rating from a CRA, an issuer can ensure that investors receive the benefit of understanding the CRA’s analysis and methodology but also gain comfort that sensitive information will not fall into the hands of competitors, customers, or suppliers.  

<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>

Institutional investors use private credit ratings as part of their risk management and reporting processes.  As with public ratings, private credit ratings are not a substitute for internal underwriting and risk assessment.  Investors and lenders conduct their own credit analysis, with private credit ratings serving as a complementary input that can inform investor views on credit quality, structuring, and downside risk.  In this context, investors use private credit ratings for three central purposes:

1. Complement internal investment process:  Institutional investors use external private credit ratings as an independent check on their internal underwriting processes.  Private credit ratings can offer a third-party evaluation of assets, serving as an external benchmark that can support value assessment and price discovery.  Therefore, these can serve as important pieces of the investor’s risk management process and while a CRA’s rating may differ from that derived by the investor’s internal credit analysis, it is still valuable to understand why the two ratings differ 

2. Reference for internal and external reporting:  Once an institutional investor purchases an investment, a private credit rating can be necessary for both internal and external reporting purposes.  Multiple internal portfolio reports may reference the private rating for risk management purposes.  

3. Regulatory reporting and capital requirements:  In the US, for insurers filing statutory reports with the National Association of Insurance Commissioners (NAIC) the private credit rating and an accompanying rating rationale are submitted to the Securities Valuation office (SVO), who then reviews the materials for acceptability.  If acceptable, the SVO converts the private rating to an NAIC-equivalent designation, which is then used to determine risk-based capital requirements for the investment. 
<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>

While ESMA does not regulate the private credit ratings directly, it does regulate the processes, procedures, and methodologies that CRAs employ.  ESMA-regulated CRAs apply consistent methodologies and credit underwriting standards, regardless of whether they produce a public or a private credit rating.  Therefore, the use and potential expansion of the distribution of private credit ratings produced by ESMA-registered CRAs should not materially increase systemic risk.

<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>

In the EU, private credit ratings are provided by ESMA-regulated CRAs, which as outlined above apply consistent and rigorous methodologies and credit underwriting standards regardless of whether they are providing public or private credit ratings.

The key difference between private and public letter ratings is confidentiality and its distribution – with private credit rating documentation accessed via a secure portal on a name-by-name basis.  This information is typically used by investors alongside other inputs to support their broader due diligence and investment process in a similar manner to how they might use public ratings, or other forms of credit analysis to inform their position.

<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>

Private credit ratings are typically shared by issuers with prospective and existing investors under controlled access, enabling these investors to conduct informed credit analysis and due diligence without compromising issuer confidentiality.  We believe that existing market practices around private credit ratings effectively balance any considerations around transparency and investor protection as any investors will have adequate information to inform their position prior to making any investment.  

Private credit ratings are just one part of the credit underwriting and due diligence process, in which investors use multiple sources of data and information to support their investments.  For example, a private credit rating is generally analysed alongside other information about the issuer, including available public ratings and regulatory filings.

Outside of the EU there are also regulatory developments underway that will support market transparency at a global level and benefit investors.  In the US, the NAIC already requires detailed ratings rationales for private credit ratings, including reports rationale reports for Schedule D assets.  The NAIC also has the capability to access all the ratings, rating rationale reports and rating agencies, so in terms of regulatory transparency and reporting the market is already working well. 

Moreover, the NAIC SVO has adopted a challenge right.  The NAIC’s Valuation of Securities Task Force (VOSTF) has also updated private credit rating reports to ensure the same level of rigor.  This requires that private credit rating reports:
0. Be as comprehensive as those underlying public ratings.
0. Include sufficient analytical content so an independent party can understand the assessment by a credit rating agency. 
0. Have a clear time requirement of 90-days for submitting the report following an annual rating update, affirmation or confirmation, or rating change.

Additionally, in May 2026, the NAIC publicly released a proposed comprehensive framework for evaluating CRAs and their rating methodologies applicable to all ratings[footnoteRef:2]. The proposal is intended to help the NAIC evaluate which CRAs’ methodologies and ratings are robust, with the ability to reject or adjust specific CRAs’ ratings at the asset class level, or reject a CRA all together, if the NAIC determines that the CRA’s ratings are not fit for regulatory purpose.  [2:  https://content.naic.org/sites/default/files/inline-files/NAIC%20-%20CRP%20Due%20DIligence%20Framework%20_%28For%205_4_2026Meeting%29_v4.pdf ] 


These developments in the US are likely to support investor confidence in private ratings.

<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>

As outlined above, private credit ratings are beneficial for the market to protect commercially sensitive information, preserve the competitive advantages of originators and accommodate legal, tax or structural constraints that make wide dissemination impractical or undesirable.  Private credit ratings also allow issuers to tailor their market preferences by limiting distribution to a targeted group of investors. 

More broadly, private credit ratings have become more prominent in recent years as private markets have grown in the US, Europe and across the world.  This trend has been positive for investors across the board, as they have benefitted from the shift towards higher yielding assets that match the long-term maturity profiles of many investors’ liabilities.  For investors, and particularly insurers, the shift towards private markets has been critical also to adapt to demographic trends, the retirement income gap, and increasing concentration and correlation observed in public markets.  Issuers have also benefitted greatly from the growth of private markets, which has facilitated their access to a broader capital base, thereby driving efficient funding costs and flexible capital options for European issuers. 

Importantly, the shift by investors toward more diversified, higher yielding assets is consistent with the broader policy direction at the EU level towards enhancing exposures to private markets, as seen for example in the proposed clarification of the prudent person principle within the IORP review, and as part of wider efforts to enhance investor access to private markets via the reforms to the ELTIF Regulation and AIFMD.

<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>

No.  While the current regulatory framework supports the development and provision of rigorous private credit ratings by ESMA-regulated CRAs, there are specific features of the regime that undermine how issuers and investors employ those private credit ratings to support their rounded, comprehensive credit analysis and due diligence.  This is notably a consequence of ESMA’s 150-person-limit, which has imposed significant restrictions on the market and does not reflect modern best practices around the use of ratings. 

ESMA’s 2024 clarification that the 150-person limit applies to organisations and people has imposed considerable challenges on the market.  This rule makes EU-supervised private credit ratings difficult to use and imposes a layer of complexity that other markets do not have.  In the US and UK, ratings are not subject to these restrictions.  This means that the EU market is placed at a competitive disadvantage compared to other jurisdictions.

As part of standard business operations, private credit ratings are usually shared with a large number of people that can easily exceed the 150-limit.  For example, as part of due diligence activities, ratings are typically shared with portfolio managers, investment committee members, back office and accounting staff, etc.  Therefore, at a practical operational level, ESMA’s clarification that the definition of ‘person’ applies both to organisations and people has created multiple problems for market participants: 

1. Most credit rating agencies have implemented the ESMA guidelines by restricting access to only one or two natural persons within any organisation.  Restricting the number of natural persons does not align with investors’ operational practices.  Within any investment firm examining a deal, multiple natural persons would have a legitimate business need to see the private credit rating and supporting materials, including: junior and senior analysts; attorneys who work collaboratively on the deal underwriting team; credit committee members who review the deal team’s underwriting process and transaction terms; accounting and reporting personnel who use the rating for reporting purposes; and compliance personnel who are responsible for sharing the private credit ratings with regulators and external auditors.
1. Where the current guidelines prove most challenging is on “agented transactions”, namely private placement deals that are marketed to multiple investing institutions through investment banks acting as marketing intermediaries.  In agented transactions, there can often be 20, 30, or sometimes as many as 50 or more institutions that are allowed to see the transaction and place bids for the debt.  
1. Other persons, beyond potential debt purchasers, may need to see a private credit rating.  For example, some investors outsource their investment reporting and administration functions to third-party administrative services.  Another example would be secondary trading. 
Moreover, our members have reported that it is not very clear to what extent regulators are exempted from the 150-limit when private credit ratings are shared with them for compliance and regulatory purposes, which further complicates the operational use of private credit ratings.
We support the solution to this problem that has been proposed by the Private Placement Investors Association (PPIA), as outlined in their letter to Natasha Cazenave from 1 May 2026.  We believe that their suggested approach could prove a workable solution.  For private credit ratings that are issued by ESMA-registered CRAs (or their affiliates), we support their recommendation that ESMA should further clarify the definition of “person” to apply only to institutions as opposed to legal or natural persons.  Additionally, ESMA should clarify that an institution and its following related parties are counted as a single person toward the 150-person limit.
These institutions should include firms or brokers who own, or are contemplating the purchase of, or are facilitating the purchase of, loans or securities that carry a private credit rating, as well as institutional clients and parties under contract with such institutions or brokers. 
Such clarification could be restricted by a number of factors to ensure that the market remains protected:
· ESMA could determine the situations in which institutions are granted private credit rating access, including:  
0. Current or prospective institutional purchasers of the rated debt;
0. Those institutions actively facilitating purchase of such debt (e.g., primary and secondary agent banks/brokers);
0. Those institutions contracted with the purchasers (e.g., legal counsel, 3rd-party administrative services, etc.); and
0. Regulators, statutory auditors, and judicial authorities, only as required or requested.
· ESMA could mandate that private credit ratings be provided on a strictly confidential basis and only to those natural persons within an institution who have a legitimate business need to access the private credit rating. 
Additionally, EMSA could rely on existing processes and controls administered by CRAs and investors.  Existing CRA processes for limiting the distribution of private credit ratings can be maintained but adapted to the new definition.  Instead of tracking natural persons as authorised users, ESMA-registered CRAs could keep a list of authorised institutions that are provided access to the rating.  No more than 150 institutions would be provided access to the rating-specific VDR, but the VDR click-through language would be changed to ensure that authorised users within those institutions could share the rating internally and with legitimate third parties.
ESMA should also consider that within private credit firms, there are already processes in place to ensure confidentiality is preserved and limit distribution of private information.   
Between lists of authorized institutions maintained by ESMA-registered CRAs, and confidentiality controls in place within the investing institutions, ESMA can take comfort that the limit would still be enforced, even if the definition of “person” is made more workable.

<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>

ESMA should take into consideration that the CRA market, while robust and well-regulated, is currently undergoing a transformation, with some CRAs specialising in specific areas and parts of the market.  This is likely a response to the ongoing growth of private markets and therefore regulators should expect further changes in how CRAs operate as private markets continue to grow.  We believe that ESMA should particularly take the following points into consideration in the context of this Call for Evidence:
· Some smaller rating agencies like KBRA and DBRS are specialists in certain kinds of asset-backed securities, making them the prudent choice for certain issuances. 
· The predominance of smaller rating agencies in the private credit ratings market therefore reflects how certain CRAs have specialised in the kind of structured and bespoke credit that more often results in demand for private credit ratings.
· The SEC’s Staff Report from January 2025[footnoteRef:3] identifies key trends among US nationally recognised statistical rating organisations (NRSROs), including potential conflicts of interest and methodology and transparency issues. This evidences that specialist CRAs are also closely monitored in the US market. The report also contains key data that demonstrate the expertise of smaller rating agencies in this market: [3:  https://www.sec.gov/files/jan-2025-ocr-staff-report.pdf ] 

· The breakdown of ratings providers reflects the growing use of specialist agencies for ABS ratings (e.g., Kroll, DBRS) that have deep expertise in relevant products. Kroll and DBRS collectively rate ~1/3 of all US structured credit. In some asset classes they are the dominant provider. For example, the SEC has noted that KBRA rated 100% of whole business securitisations in 2023 and 1H2024.
· Where comparisons can be made, third-party ratings for structured products are highly correlated across firms. 

<ESMA_QUESTION_PR_16>
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