



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
	KBRA

	Activity
	Credit Rating Agency

	Are you representing an association?
	☐
	Country/Region
	Europe




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> KBRA does not offer restricted subscription credit ratings because our interpretation of the CRAR is that restricted subscription credit ratings are not in scope of the CRAR or permitted for regulatory use pursuant to Articles 2 and 4 of the CRAR. See Article 2(1)-(2(a))(“Scope”) and Article 4(1)-(2) (“Use of credit ratings”) of Regulation (EC) No 1060/2009 on credit rating agencies.  In particular, restricted subscription credit ratings appear to be inconsistent with the  expectation that subscription credit ratings be made available to subscribers on a non-selective basis. As we understand the product, unlike the subscription credit ratings recognised in the CRAR, restricted subscription credit ratings are made available to subscribers on a selective basis and distributed only to a limited group of relevant users determined by economic interest in a transaction or other criteria. Notwithstanding their labeling, restricted subscription credit ratings appear, in substance and practical effect, to constitute private credit ratings that fall outside the scope of the CRAR and therefore are not eligible for regulatory use.

The emergence of restricted subscription products reflects a gap in the current regulatory framework under the CRAR, which distinguishes between publicly available ratings, subscription ratings, and private ratings. This distinction is based on dissemination of the credit rating rather than analytical process or quality. The CRAR does not clearly define the contours of a “subscription” credit rating or specify the level of accessibility or distribution required for such ratings, although we understand they are intended to be offered to all subscribers on a non-selective basis (i.e., non-restricted). 

In KBRA’s view, the development of restricted subscription credit ratings demonstrates that market demand has evolved beyond the categories originally contemplated by the CRAR. These products have emerged most recently in response to the growth of private markets, including private credit and bilateral financing structures, where issuers and investors may prefer more limited dissemination of transaction information due to confidentiality or competitive concerns, while still seeking independent external credit analysis and credit ratings that are available for regulatory use in the EU. <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> KBRA does not offer restricted subscription credit ratings because they appear to be inconsistent with CRAR requirements. However, based on KBRA’s understanding of market practice and the use of restricted subscription credit ratings, subscribers are generally defined by reference to a specific economic interest in a transaction or exposure. We understand that access is provided to the credit rating(s) for a fee and may be limited to existing or prospective investors, lenders, arrangers, counterparties, or other transaction participants with a direct commercial interest in the relevant financing.

Because the CRAR does not clearly define the contours of a “subscription” credit rating or specify the level of accessibility or distribution required for such ratings, there is uncertainty regarding how concepts such as “economic interest,” subscriber eligibility, and permissible onward disclosure should be interpreted in practice. <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> KBRA does not offer restricted subscription credit ratings because they appear to be inconsistent with CRAR requirements. If restricted subscription credit ratings were deemed to fall within the scope of the CRAR, then the same disclosure information that accompanies public credit ratings and subscription credit ratings would be required. Among other things, this includes the rating rationale, principal analytical assumptions, key drivers of the rating, the methodologies applied, rating sensitivities, and information related to limitations, conflicts of interest, and participation of the rated entity.
<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> KBRA does not offer restricted subscription credit ratings because they appear to be inconsistent with CRAR requirements. However, we believe that credit ratings that are intended for regulatory use should be produced in accordance with the CRAR with the same disclosure, governance, independence, methodological, and control standards applicable to subscription and publicly disseminated credit ratings.
<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> The production, distribution, and use of restricted subscription credit ratings may give rise to risks and unintended consequences where the applicable regulatory framework lacks clarity regarding the classification, standards and treatment of the products. In particular, uncertainty regarding the distinction between subscription ratings, restricted subscription ratings, and private ratings may create inconsistent market practice and supervisory interpretation. Furthermore, a framework focused primarily on the dissemination of credit ratings rather than analytical substance may result in analytically equivalent ratings being treated differently from a regulatory perspective solely because of how they are distributed or labeled. Therefore, we believe all credit ratings produced by registered CRAs pursuant to the CRAR, supervised under the CRAR, and issued in accordance with CRAR requirements, should fall within the scope of the CRAR and be eligible for regulatory use. <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> Currently, there are no mitigants to address such risks. The CRAR framework does not provide sufficient clarity regarding the contours of subscription credit ratings, nor the treatment of limited-distribution or restricted subscription products. In KBRA’s view, expedited guidance from ESMA is needed to clarify when such credit ratings fall within the scope of the CRAR and when they may be used for regulatory purposes. Greater clarity would promote consistency across market participants and supervisors while reducing legal uncertainty. <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> KBRA does not offer restricted subscription credit ratings and therefore cannot comment on the prevalence of multiple restricted subscription ratings from direct experience. It is also unclear whether multiple credit rating agencies currently offer restricted subscription credit ratings or whether there is only a single provider. 

More generally, however, market participants may seek multiple external credit assessments for the same exposure for a variety of reasons, including investor preference, internal risk management requirements, investment mandates, regulatory considerations, or a desire for multiple independent analytical perspectives.
<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> The Call for Evidence highlights broader structural questions regarding whether the CRAR framework continues to reflect how credit ratings are produced, distributed, and used in both private and public debt markets.

The current distribution-based scope of the CRAR framework no longer reflects the current market or the needs of market participants and has triggered the emergence of restricted subscription products. Although restricted subscription credit ratings appear to be inconsistent with CRAR requirements, there is considerable uncertainty among CRAs, investors, issuers, and supervisors regarding their regulatory treatment and permissible use. At the same time, the exclusion of private credit ratings from the scope of the CRAR creates uncertainty regarding the quality of private credit ratings and drives misperceptions that private credit ratings, regardless of whether they are produced in accordance with CRAR standards, are of lesser quality. 

The CRAR framework should focus on the substantive standards applicable to the production of credit ratings, including methodologies, governance frameworks, analytical rigor, and supervisory oversight, rather on dissemination models. Credit ratings produced by regulated CRAs supervised by ESMA and in compliance with CRAR requirements should be assessed against those standards and should be eligible for regulatory use irrespective of their distribution channels.
<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> Based on KBRA’s experience, the primary purpose of private credit ratings is to provide market participants with independent external credit analysis in transactions involving a limited group of investors or non-public financing structures. Private credit ratings are used in both private and public markets in connection with transactions involving confidential or transaction-specific information that may not be suitable for broad public dissemination.

In many cases, private credit ratings are used instead of publicly disseminated ratings because the transaction itself is not intended for broad market distribution and/or secondary market trading and the parties prefer limited dissemination of commercially sensitive information. While not limited to use in the private markets, private credit ratings are particularly relevant in private markets, including private credit, where investors seek independent third-party analysis to support investment decisions, internal risk assessment, pricing discussions, or portfolio management.  <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> Credit ratings, whether public or private, contribute to market efficiency by providing a common language and framework for assessing credit risk across sectors, asset classes and jurisdictions. Private credit ratings support investment decisions, credit risk assessment, risk management, and capital allocation by providing independent third-party analysis of credit risk in transactions that may otherwise involve limited publicly available information. In private markets, where transactions often involve limited investor groups, private credit ratings can help reduce information asymmetry and provide a common analytical framework for evaluating risk. In these contexts, private credit ratings provide an independent analytical opinion that supports informed investment decisions while preserving appropriate confidentiality around the transaction. KBRA’s independent analysis is presented in a detailed credit rating report that describes the analytical rationale underlying the rating, along with other information, as further described in our response to Q11. <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> At KBRA, private credit ratings are produced using the same methodologies, governance frameworks, analytical standards, rating committee processes, surveillance practices, and internal controls as publicly disseminated credit ratings. The same analytical staff, conflicts management frameworks, and quality assurance standards apply irrespective of whether a rating is publicly or privately distributed. The only distinction between public and private credit ratings at KBRA is how the credit rating is distributed.

Furthermore, all KBRA credit ratings, whether public or private, are accompanied by detailed credit rating reports and information disclosure forms explaining the analytical rationale underlying the credit rating, the methodologies used, principal assumptions, sources of information, limitations, and relevant regulatory disclosures. 

Accordingly, KBRA does not believe that differences in distribution have any bearing on analytical rigor or governance quality. The primary risk related to the use of private credit ratings is traceable to the uncertainty regarding the regulatory treatment of private credit ratings and the potential for inconsistent market practices or differing assumptions regarding the quality or regulatory status of such credit ratings. The CRAR framework unintentionally introduces inconsistencies by distinguishing between credit ratings primarily on the basis of distribution rather than on the substantive standards governing how the rating is produced. The differing regulatory treatment based solely on distribution does not improve investor protection or market transparency but does create unnecessary complexity and confusion for market participants and supervisors.
<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> Aside from distribution, KBRA private credit ratings do not differ from publicly disseminated credit ratings. Public credit ratings are made available on KBRA’s website to registered users free of charge, while private credit ratings are distributed through private rating letters or secure transaction platforms such as virtual data rooms (“VDRs”). Whether a credit rating is designated for public or private distribution is determined by the engaging party rather than by KBRA.

The substantive quality and integrity of a credit rating should be assessed based on how the rating is produced rather than on whether the rating is publicly or privately distributed. Regardless of whether a credit rating is public or private, KBRA applies the same governance, independence, conflicts of interest management, internal controls, analytical standards, surveillance, methodologies, and rating committee processes. KBRA’s rating performance data further demonstrates the consistency of this approach. KBRA annually publishes its Global Rating Stability and Transition Study, which analyses both published and private credit ratings using the same rating scale and standards and demonstrates stable rating performance across the ratings universe. KBRA Global Rating Stability and Transition Study: 2011-2025 (2 April 2026), available at https://www.kbra.com/publications/bNZHvpMB/kbra-global-rating-stability-and-transition-study-2011-2025. KBRA's topical research for the Structured Finance sector has also indicated that unpublished ratings demonstrated stable performance, in a manner consistent with KBRA's rating definitions. See e.g., KBRA Research - Private Credit SF: How Credit Ratings Stack Up (16 July 2025), available at https://www.kbra.com/publications/pcsfvcZt/private-credit-sf-how-kbra-ratings-stack-up; KBRA Research - Private Credit ABS Volume Continues at Healthy Clip (8 September 2023), available at https://www.kbra.com/publications/CMkrrkKQ/private-credit-abs-volume-continues-at-healthy-clip?format=file.

Accordingly, private credit ratings produced by KBRA do not inherently create incremental risks arising from differences in governance, independence, conflicts management, or methodological standards because no such differences exist in KBRA’s credit rating process.  <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> Transparency into credit ratings should be assessed relative to the intended user base, rather than whether the credit rating has been distributed publicly on a CRA website, through a CRA subscription platform, or on a more limited private basis. Current disclosure and market practices surrounding private credit ratings provide meaningful transparency to the intended users of the rating, particularly where credit ratings are produced by regulated CRAs using the same methodologies, governance frameworks, and disclosure standards applicable to public credit ratings.

As already described in response to related questions in the Call for Evidence, all credit ratings produced by KBRA, whether public or private, are accompanied by detailed credit rating reports and information disclosure forms that explain the analytical rationale underlying the credit rating, the methodologies used, principal assumptions, sources of information, limitations, and relevant regulatory disclosures. Within the intended investor or transaction group, these materials support informed investment analysis and risk assessment. <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> Private credit ratings in both public and private markets provide several important benefits to market participants. In KBRA’s experience, market participants often seek private credit ratings where transactions involve confidential borrower information or limited investor groups. For example:

· Private credit ratings provide independent third-party analysis that helps reduce information asymmetry and supports informed investment decisions in transactions that have limited distribution, trading, or relevance to non-participants in the transaction. By applying a consistent analytical framework, credit ratings enable investors to compare credit risk across transactions, sectors, and jurisdictions even where there are varying degrees of market transparency.
· Private credit ratings can support internal credit risk assessment, portfolio management, and pricing discussions by providing a transparent and externally validated assessment of relative credit quality. In markets involving illiquid assets independent credit ratings may provide additional analytical discipline and comparability.
· Private credit ratings may facilitate capital formation by providing investors with credit risk analysis on transactions that are not suitable for broad public dissemination. This can be particularly important for private credit transactions, bilateral structures, and financing arrangements involving SMEs or asset classes where public issuance may not be commercially practical.
In these contexts, private ratings help support transparency within the relevant transaction ecosystem while preserving appropriate confidentiality around commercially sensitive information.  <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, the current regulatory framework does not fully support the growing market need for independent external credit risk assessments in private markets. The CRAR framework was developed primarily in the context of traditional public market distribution models and does not fully reflect the evolution of private markets, alternative financing structures, and modern distribution practices. The growth of private markets has increased the need for consistent, independent, and transparent credit risk assessment frameworks that can support investors, regulators, and broader market confidence. In response, some CRAs are now offering restricted subscription credit ratings which appear to be inconsistent with CRAR requirements yet are understood by some to be eligible for regulatory use in the EU.

Meanwhile, private credit ratings are not available for regulatory use regardless of whether they are produced in accordance with the CRAR. In practice, the CRAR framework treats analytically equivalent ratings inconsistently and introduces considerable uncertainty for both CRAs and users of credit ratings. Market participants may incorrectly infer differences in quality or governance where none exist. This uncertainty may serve to discourage the use of independent external credit analysis in private markets and may limit transparency and investor confidence in non-public financing transactions. 

In light of these developments and potential unintended consequences, KBRA recommends several improvements. In the short term, additional ESMA guidance would provide important legal certainty regarding the treatment of privately distributed and restricted subscription credit ratings under the CRAR framework, including clarification regarding when such credit ratings qualify as credit ratings for purposes of the CRAR and may be used for regulatory purposes.

Over the longer term, the CRAR should be modernized to better reflect the evolution of private markets and modern distribution practices. Private credit ratings produced by CRAs that are registered and supervised under the CRAR, and issued in accordance with CRAR requirements, should fall within the regulatory framework and be eligible for regulatory use. The CRAR should be amended on a targeted basis to place greater emphasis on the substantive standards governing the production of credit ratings rather than on the method of distribution. 

These targeted amendments would both modernize and simplify the CRAR framework by eliminating non-substantive distinctions among credit ratings. They would also support greater transparency in private credit markets, increase the availability of independent external credit analysis, discourage reliance on unregulated credit assessments, and promote more consistent supervisory outcomes. Importantly, these targeted amendments would also contribute to the broader objectives of the EU capital markets development while maintaining appropriate standards of governance, analytical rigor, and investor protection. <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> As private markets continue to grow, there will be increasing value in ensuring that the regulatory framework focuses on the substantive quality, governance, and oversight of credit ratings rather than primarily on dissemination format. The integration of private credit ratings produced by regulated CRAs into the broader regulatory framework would increase transparency into private credit markets, support supervisory visibility, and discourage reliance on unregulated credit assessments. Such an approach could support the broader objectives of EU capital markets development while maintaining appropriate standards of governance, analytical rigor, and regulatory oversight.

The integration of private credit ratings would also support the CRAR objective to promote a more competitive and diverse CRA market. Recital 11 of 2013 amendments to the CRA Regulation, Regulation (EU) No 462/2013 of the European Parliament and of the Council of 21 May 2013, OJ L 146, 31.5.2013, p. 1–33 (“In order to increase competition in a market that has been dominated by three credit rating agencies, measures should be taken to encourage the use of smaller credit rating agencies.”). It is well documented in ESMA’s Annual CRA Market Share Report that incumbent credit rating agencies continue to dominate public credit rating coverage of the EU debt capital markets. See e.g.,  ESMA Market CRA Market Share Report (2025 Edition), available at https://www.esma.europa.eu/sites/default/files/2025-12/ESMA84-900617762-2652_CRA_Market_Share_Calculation_2025.pdf. For instance, the total EU market share of the three incumbent credit rating agencies in 2025 was 91.87%, which is an increase from their total market share of 90.26% in 2024. ESMA Market CRA Market Share Report (2025 Edition), available at https://www.esma.europa.eu/sites/default/files/2025-12/ESMA84-900617762-2652_CRA_Market_Share_Calculation_2025.pdf. In fact, the market share of the three incumbent credit rating agencies has increased over time and is currently 4.85% higher than it was when ESMA first started publishing the annual market share reports in 2013. ESMA CRAs’ Market share calculation according to Article 8d of the CRA Regulation (16 December 2023), available at https://raw.rutgers.edu/DataKM/ESMA/esma_24052019_esma-cra-market-share-calculation.pdf.

It is widely recognised that entering the credit rating agency market as a new credit rating agency is extremely challenging because of the longstanding relationships between incumbent credit rating agencies and issuers in the public markets. Recital 12 of 2013 amendments to the CRA Regulation, Regulation (EU) No 462/2013 of the European Parliament and of the Council of 21 May 2013, OJ L 146, 31.5.2013, p. 1–33 (“The credit rating market shows that, traditionally, credit rating agencies and rated entities enter into long-lasting relationships.”). However, it is more likely for newer and smaller credit rating agencies to gain entry into the market through private credit ratings, particularly by rating transactions in newer markets where incumbent credit rating agencies are not as deeply entrenched.  By integrating private credit ratings into the CRAR framework and including them in the annual market share reports, newer and smaller credit rating agencies would stand to increase their visibility, regulatory recognition, and market share. Where other measures have largely failed to increase competition among credit rating agencies in the EU, these steps could have meaningful impact on the competitive landscape which would improve broader market transparency, reinforce market integrity, and strengthen investor protection. <ESMA_QUESTION_PR_16>
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