



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
	Moody’s Ratings

	Activity
	Credit Rating Agency

	Are you representing an association?
	☐
	Country/Region
	International




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>

Moody’s Ratings (MR) has developed and introduced to the market a subscription-based credit rating offering, the “Investor Subscription Credit Rating” (ISCR) that corresponds to ESMA’s description of restricted subscription credit ratings (RSCRs) as ratings whose distribution is limited to subscribers. MR’s ISCR is intended to meet market demand for regulated credit ratings in private/non‑public debt markets, where instruments are not placed publicly (i.e. placed on a bilateral basis or with a limited number of investors). Issuers and borrowers seek confidentiality around the transactions for a mix of commercial, legal and strategic reasons. They wish to protect information around their investment strategies, portfolio construction and asset quality. They wish to protect key sources of competitive advantage such as pricing frameworks and deal valuations.  In the case of fund finance, private funds often have confidentiality and other legal obligations to their Limited Partner base. 

While private credit ratings are outside the EU CRA Regulation, RSCRs are in the scope. Hence, they are eligible for regulatory use. Indeed, demand for RSCRs is driven primarily by eligibility for regulatory use (for debt which is not publicly issued).
Typical use cases include:
· Fund finance loan facilities (subscription credit facilities, net asset value facilities, rated feeder notes): loans provided by regulated (bank and insurer) lenders to private investment funds or fund-related vehicles, usually secured by the fund’s assets, investor commitments, or expected cash flows. These are financing tools for the fund structure itself, not directly for a portfolio company.
· Private loans:  Loans that are negotiated bilaterally, between the borrower and a small group of (or potentially a single) regulated (banking or insurance) lender(s), and not broadly syndicated.
· Private placements of financial instruments: debt securities, such as bonds or notes, that are sold to a limited group of regulated (banking and insurance) investors.

<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>

MR refers to potential subscribers to ISCRs as “eligible customers”. Access to an ISCR is provided on a non-discriminatory basis to all eligible customers who have a legitimate economic interest in the non-public debt rated. Eligibility criteria include the following (cumulative):
1. An eligible customer should be an investor or prospective investor. Therefore, they cannot be the subject entity of the credit rating.
2. An eligible customer should have permission and rights to access relevant confidential information, as provided by the issuer.
3. An eligible customer should have an “economic interest” (defined below) in the rated debt to which the ISCR is assigned. 
4. Eligible customers should satisfy certain other eligibility criteria designed to ensure appropriate confidentiality and to make sure the product is offered without bias or selectivity. These criteria include, but are not limited to, providing economic and trade sanctions warranties.

Subject to meeting the eligibility criteria, ISCRs are offered on a non-discriminatory basis to all investors or prospective investors with a demonstrable economic interest in the transaction.
MR defines this “economic interest” broadly so that any party that can evidence that they currently or prospectively hold an economic position in the rated exposure would be considered to have an “economic interest” in the transaction and hence an “eligible customer” (subject to meeting other eligibility criteria above). Key examples include:
· An investor or lender named as such within the debt facility credit agreement documentation, 
· An investor or lender obtaining an interest in the rated debt facility by way of an assignment agreement, or 
· A prospective investor or lender with a reasonable prospect of being named within amended debt facility credit agreement documentation.  

Based on information available to us, MR takes all reasonable steps so that that access to the rating through a subscription is made available on a non-discriminatory basis to all interested parties who have a demonstrable economic interest in the rated debt instrument. With a view to making all relevant parties aware of the availability of a rating for subscription, we intend to keep under review how we define “economic interest” and to incorporate any adjustments that may be warranted, for example to take account of different types of rated transactions.

<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>

Subscribers to our ISCRs receive the same core analytical information and disclosures as those accompanying our publicly disseminated credit ratings, including:
· The credit rating outcome: a rating announcement setting out the credit rating rationale and key drivers;
· Key assumptions and analytical considerations consistent with the applicable rating methodologies; and
· The full set of regulatory disclosures required for regulated credit ratings.
These materials mirror those produced for publicly disseminated credit ratings and are prepared using the same analytical teams, methodologies, rating committees, governance processes, and monitoring arrangements.

<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>

We produce ISCRs under the same governance, independence, conflict of interest, internal control and application methodologies frameworks as for publicly disseminated credit ratings, in full application of the EU CRA Regulation. The only difference between an ISCR and a publicly disseminated credit rating is the distribution mechanism. 

Hence, as example, under article 10 of the Regulation, our ISCR and ISCR outlook, or any decision to discontinue them with full reasons for the decision would be disclosed on a non-selective basis to “all subscribers”, rather than “publicly” (in line with necessary adjustments in interpretation directly derived from the subscription-based model of distribution underpinning these ISCRs).

<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>

MR recognises that, as with any credit rating, the production, distribution, and use of RSCRs may give rise to potential risks or unintended consequences. These risks are not unique to subscription-based models, but for our own ISCRs, we have addressed them through product design, governance arrangements, and operational controls in compliance with the EU CRA Regulation.
We are cognisant that RSCRs present questions around information asymmetry and access. We address these by giving subscription access to the rating on a non-discriminatory basis to all investors who have an economic interest in the rated debt instrument, combined with robust contractual and operational controls on access and disclosure.
Based on information available to us, MR takes all reasonable steps to ensure that access to the rating through a subscription is made available on a non-discriminatory basis to all investors who have a demonstrable economic interest in the rated debt instrument to address information asymmetry (we remain open to explaining in more detail our process).
This approach ensures that the access model underpinning our ISCR is broad and non-discriminatory within the relevant investor community, avoiding asymmetrical communication of information to only a favoured subset. 
As they are in scope of the EU regulation and therefore subject to its requirements, our ISCRs are assigned, monitored, and withdrawn in accordance with the same governance and withdrawal policies and by applying identical analytical standards, methodologies, rating committees, as those applicable to publicly disseminated ratings, therefore reducing the likelihood of the risks mentioned by Q5.
Furthermore, sectoral regulations around regulatory use also have some built-in safeguards to prevent rating shopping on the part of investors (e.g. CRR).

<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>

Please refer to our answer to Question 5.

<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>

To MR’s knowledge, issuers and investors typically intend to seek a single RSCR per debt exposure. RSCRs are generally sought to address a specific regulatory use case for economically interested investors, rather than to support broad market pricing or public distribution. Accordingly, the incremental benefit of obtaining multiple RSCRs for the same debt exposure seems, to date, to be limited in most cases. 

<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>

MR welcomes this opportunity to explain further how ISCR works and the market needs they serve, while being fully subject to the EU CRA regulation.
We also welcome ESMA’s attempt to propose working definitions (para 5 of section 2 and para 3 of section 3). In that regard, we would like to suggest some clarification around this new definition for RSCR.
· Our ISCRs are disseminated through subscription (for a fee) available to all eligible investors who have a demonstrable economic interest in the debt rated (see also our answer to question 2 for further details).
· Therefore, to improve consistency with the EU CRA Regulation, MR would suggest to rephrase the definition of RSCRs proposed under section 3 on working definitions: 
· From (ii) “distributed on a selective basis to a limited number of subscribers”,
· to “(ii) distributed by subscription for a fee, to any eligible subscribers on the basis of a non-discriminatory assessment of economic interest”. 
· The rationale is that this would be meant to avoid any conflation under the CRA Regulation between the key concept  of “non-selective” ongoing disclosure around ratings and key information (an issue already addressed under Article 10 paragraph 1 of the EU CRA Regulation, which again fully applies to both publicly disseminated and subscription-distributed ratings), and the question of “non-discriminatory” access to subscription at entry point. 
· This would also help make clearer the direct link to subscription-based ratings, and the fact that RSCRs are within the scope of the EU CRA Regulation. On this basis, the possibility of using ratings for regulatory purposes derives from article 4 of the EU Regulation (rather than from the definition) and does not need to be reiterated in the definition.

	Restricted Subscription Credit 
Ratings

	Restricted Subscription Credit 
Ratings


	Credit ratings that are: 
(i) issued by a credit rating agency
registered or certified under the CRA Regulation; 
(ii) distributed on a selective basis to a limited number of subscribers; 
(iii) used for regulatory purposes; 
and 
(iv) subject to contractual or technical restrictions on onward disclosure.
	Credit ratings that are: 
(i) issued by a credit rating agency
registered or certified under the CRA Regulation;(ii) distributed by subscription, for a fee, to any eligible subscribers on the basis of a non-discriminatory assessment of economic interest,” and 
(iv) subject to contractual or technical restrictions on onward disclosure.




<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>

Private credit ratings are primarily intended to serve targeted, bilateral or limited audience use cases where the underlying instrument or transaction is inherently private, such as the syndicated loan markets, bilateral or relationship lending markets and private placement markets. They allow for a high level of confidentiality around issuer information, transaction terms, or strategic plans. 
Their primary objective is to support internal decision-making, inform financial planning and internal benchmarking against publicly rated peers and/or support the pricing and distribution of issuance in alternative debt markets.
For example, private credit ratings may be used to: 
· Support internal credit analysis and risk assessment, particularly for issuers or investors seeking an independent external view to complement internal models;
· Inform transaction pricing and support placement; and/or
· Facilitate capital planning or strategic decision‑making.
Private entity-level credit ratings also permit issuers to establish an analytical track-record with a chosen CRA on a private basis in advance of executing a debt issuance transaction. This can allow for an expedited issuance timeline where a public rating is subsequently requested to support a debt issuance transaction and can offer greater certainty of execution, particularly in times of uncertainty and market volatility.

<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>

Private credit ratings may be used for all of the purposes specified in the question and can thereby help to facilitate secondary market trading and liquidity, promoting transparency and efficient operation of the secondary debt markets. 

Support for investment decisions and credit risk assessment
Existing or prospective lenders/investors may then use the private credit rating outcome and associated credit analysis rationale to supplement any internal credit analysis performed themselves, submit a bid to the borrower to take a commitment in the debt instrument and ultimately inform their decision to invest and at what price. 
A good example would be a corporate issuer looking to execute a broadly syndicated loan transaction with a varied syndicate of traditional banking, alternative asset manager, private equity and collateral manager lenders. 
Investors may also request private credit ratings to assist their investment decision with respect to unrated debt issuance. Where borrowers have elected to execute a debt issuance without the support of a public or private credit rating, investors and prospective investors may request the assignment of a private credit rating. This is provided that they have the permission to access and provide the issuer information upon which the private credit rating is to be assigned.  
Private credit ratings can support comparability across privately rated issuances and assets within a portfolio, helping lenders or investors identify key credit risk drivers, sensitivities, and downside scenarios relevant to a specific exposure. For example, an investor participating in a private loan or private placement may use a private credit rating to inform internal views on default risk, recovery prospects, or covenant strength, alongside and supplemental to its own credit analysis.

Role in risk management and internal capital allocation
Private credit ratings may also be used as an input into internal risk management and capital allocation frameworks and to inform financial planning and issuance timelines. Private credit ratings requested for these purposes would usually be private entity-level credit ratings where the private credit rating is assigned to an issuer entity and not a specific debt issuance.

Contribution to price discovery in private markets
Private credit ratings can contribute to price discovery and pricing agreements within loan markets, private placement markets and private direct lending markets. In the non-public markets, price agreement is typically achieved through negotiation, and private credit ratings can offer insight for lenders into the credit quality of the borrower.  For example, in a privately negotiated loan, a private credit rating may be used by lenders to support discussions around pricing or covenant requirements.

<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>

Private credit ratings are intended to be used by market participants as one input into their overall credit assessment process and are not designed to replace internal credit analysis, due diligence, or market judgement. This reflects long‑standing market practice and applies in the same way in both private and public markets. Credit ratings, whether public or private, express an independent opinion on relative credit risk based on available information.
Concerns that are sometimes raised in relation to private credit markets - such as those linked to market growth, structural complexity, or varying levels of standardisation - are not driven by the use of private credit ratings. Rather, they reflect broader characteristics of private markets and non‑public transactions. Private credit ratings do not create or amplify these characteristics and should be assessed in light of their intended, limited‑audience role.

<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>

MR applies the same core analytical standards, methodologies, governance arrangements, and internal control frameworks to private credit ratings as it does to publicly disseminated regulated credit ratings and ISCRs regarding governance, independence, and conflicts of interest, internal controls and analytical processes and application of methodologies.

Examples of risks arising from these differences
By their nature, private credit ratings cannot provide market-wide transparency or a common measure of relative risk across the broader “private credit” segment, in the way that publicly disseminated credit ratings do. This characteristic may limit comparability across transactions from investors’ perspective. However, it reflects the needs of private markets and does not constitute a deficiency in the rating process. We believe that the market is served well where CRAs operate high standards that are consistent across all types of credit ratings, including private ratings. 

<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>

As set out under Q9, MR provides private credit ratings to issuers in a number of use cases and would now like to focus more specifically on two key market use cases in the EU: the broadly syndicated loan market and the private placement market.
However, since the 2022 Guidelines on the Scope of the CRA Regulation (ESMA80-196-6345, adopted on 28 October 2022) were introduced, MR has not assigned a single private credit rating to a broadly syndicated loan transaction in the EU. We think it is because, as formulated, the guideline is unduly restrictive and has inhibited the development of the EU’s syndicated loan market. Issuers who would previously have sought placement with a syndicated loan now face the choice between requesting a public credit rating or executing the loan transaction in the bilateral, direct lending and private credit markets where credit ratings are not routinely obtained or required. In practice, the latter appears to be the most common choice for issuers and we have observed an increasing transaction count and increasing issuance volume going through the bilateral, direct lending and private credit markets. 

For the benefit of market efficiency, diversity and transparency, we suggest that: 
· ESMA reconsiders its guidance on the 150‑person limit to apply this as a “150 legal person” only limit:
· The rationale is that, while we understand why ESMA wants to use the Prospectus Regulation for interpreting “a limited number of parties,” ESMA’s current formulation referring to “150 natural or legal persons” (rather than “150 legal persons”) captures multiple individuals within the same institution and creates undue restriction.
· Indeed counting dissemination for a rating at the level of natural persons is fundamentally different from counting investors in a given security under the Prospectus Regulation: a single legal entity counts only once for a securities sale, whereas multiple employees within that same legal entity could each count separately when using a given rating, therefore undermining internal risk assessment and misaligning the CRA framework within established private placement practice.
· The expectations placed on CRAs be amended for the enforcement of the control requirements (whereby CRAs are solely made responsible for the adherence to the 150 natural person limit), so that CRAs’ responsibilities are confined to primary distribution, which is effectively under their control. 

	Guidelines on the Scope of the CRA Regulation 
Section V – para 15 (150 limit) 

	Guidelines on the Scope of the CRA Regulation 
Section V – para 15 (150 limit)

	ESMA also expects that the receiving party only shares the private credit rating 
on a confidential basis and with a selected and definite number of natural or legal persons. This 
number should be limited and can never exceed a total of 150 persons. To ensure that this 
maximum limit is adhered to, appropriate controls should be implemented by the rating provider
to allow for the monitoring of the distribution.
	ESMA also expects that the receiving party only shares the private credit rating 
on a confidential basis and with a selected and definite number of natural or legal persons. This 
number should be limited and can never exceed a total of 150 persons. To ensure that this 
maximum limit is adhered to, appropriate controls should be implemented by the rating provider 
to allow for the monitoring at primary point of distribution.




We would be pleased to engage further with ESMA on targeted amendments to ensure that an appropriate balance is struck to ensure private ratings do not effectively become publicised and to allow appropriate market development. 

<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 can support investment decisions in private/non‑public markets, where ratings are not required for regulatory purposes.
Investors, lenders, and issuers may use private credit ratings as an input into internal credit committees, portfolio reviews, or transaction approval processes, alongside their own internal analysis. 
Private credit ratings also add value in transaction execution and pricing discussions in private markets. 
· For example, a borrower may obtain a private credit rating on a specific debt issuance to support discussions with a limited number of prospective lenders or investors. The rating outcome and associated analytical rationale can help inform bids, pricing decisions, and investment appetite.
· Issuers may use private credit ratings for internal benchmarking and financial planning. An issuer may request a private entity‑level credit rating to benchmark its credit profile against publicly rated peers, assess the potential impact of strategic or financial decisions, or establish an analytical track record with a credit rating agency in anticipation of future financing needs. In some cases, an existing private credit rating may support a more efficient transition to a publicly disseminated rating if market conditions or funding needs change.

<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>

Please see our answer to Question 13.

<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>
Comparison of restricted subscription ratings and private ratings
	Restricted subscription ratings
	Private ratings

	Regulatory status: In scope of the EU CRA Regulation.
	Regulatory status: Outside the EU CRA Regulation as described in the document.

	Primary purpose: Provide regulated, regulatory-usable ratings for private or non-public debt markets.
	Primary purpose: Support internal decision-making, pricing, benchmarking, capital planning, and transaction execution.

	Regulatory use: Eligible for regulatory use.
	Regulatory use: Not intended for direct regulatory use.

	Access model: Distributed by subscription, for a fee, to eligible subscribers with a demonstrable economic interest on a non-discriminatory basis.
	Access model: Used for targeted, bilateral, or limited-audience purposes tied to a specific transaction or issuer need.

	Typical use cases: Fund finance facilities, private loans, and private placements sold to a limited group of regulated investors.
	Typical use cases: Internal credit assessment, transaction pricing, private placements, syndicated or bilateral lending, peer benchmarking, and building a track record before a possible public rating.

	Governance and methodology: Use of the same analytical teams, methodologies, governance, and monitoring as for widely disseminated ratings.
	Governance and methodology: Use of the same core analytical standards, governance arrangements, and internal controls as for widely disseminated ratings.

	Market role: A regulated rating product adapted to private markets while preserving confidentiality.
	Market role: A limited-audience analytical tool that does not provide market-wide transparency in the same way as public ratings.



<ESMA_QUESTION_PR_16>
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