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1 Executive summary 
 

1. This Technical Advice has been prepared pursuant to Articles 39(4) and 39(5) of 
Regulation 1060/2009 on credit rating agencies as amended (the CRA Regulation). 
These articles require ESMA to provide its views on the functioning of the credit 
rating industry and the impact of specific provisions of the CRA Regulation regarding 
conflicts of interest, competition and structured finance instruments (SFIs). 

 
2. The Technical Advice draws together ESMAôs reflections on how the objectives of 
the CRA Regulation are being achieved in practice by reference to ESMAôs practical 
experience of supervision and the experiences of the National Competent Authorities 
and Sectoral Competent Authorities. It also presents data submitted by credit rating 
agencies (CRAs) to ESMAôs Central Repository (the CEREP database) and the 
responses received to ESMAôs Call for Evidence on Competition, Choice and 
Conflicts of Interest in the CRA Industry which ran from 5 February 2015 until 31 
March 2015.  

 
3. ESMA notes that it is difficult to assess the impact of the CRA Regulation on the 

industry as a whole or the impact of particular provisions in quantitative terms as any 
changes observed in the industry in recent years could also be explained as effects 
of the global financial and economic crisis or as the result of changes to prudential 
regulation. Against this background, ESMA provides an overview of the situation in 
the markets for credit ratings by considering how individual markets and overall 
market dynamics have changed between 2009 and 2014.  

 
Market dynamics 

 
4. ESMA finds that there are separate product and geographic markets for credit ratings 

of different types as credit ratings are highly individualised products developed using 
different methodologies which are not easily substitutable for each other. The 
markets for credit ratings at Member State and international level may be seen as 
platform markets which bring together different customer groups because issuers 
wish to use those platforms which are recognised by the investors they seek to target 
and investors wish to use those platforms which provide credit ratings on the issuers 
and the instruments in which they want to invest.  

 
5. Platform markets are often characterised by the presence of only a few firms, so they 

may be quite highly concentrated and market entry might not be immediate due to 
the presence of barriers to entry. The concentrated nature of the industry is reflected 
by the fact that although there are now 38 CRAs registered in the EU the markets in 
most Member States are still only served by a few CRAs. In general terms, the 
barriers to entry faced by firms wishing to operate as CRAs include regulation, the 
need for local market and industry specific expertise as well as the need to establish 
a network of issuers and investors on both sides of their platform.  

 
Conflicts of Interest  

 
6. In assessing the effectiveness of the provisions of the CRA Regulation regarding 

conflicts of interest, ESMA has considered the appropriateness of existing and 
alternative remuneration models and the impact of Article 6 regarding independence 
and the avoidance of conflicts of interest by CRAs, Article 7 regarding the 
qualifications and roles and responsibilities of CRAsô employees, Article 8 regarding 
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methodologies and the related requirements of Annex I of the CRA Regulation. 
 

7. ESMA finds that as the CRA Regulation does not prescribe the use of any particular 
remuneration model, CRAs currently use investor-pays models and offer subscription 
services alongside the issuer-pays model. This flexibility is welcomed by market 
participants and should be retained. 

 
8. A number of provisions have been introduced to increase the transparency and 

independence of CRAs. Although some of the required policies and procedures are 
still bedding in, particularly amongst smaller CRAs and new entrants, ESMA finds 
that these requirements have improved CRAs governance structures and internal 
control mechanisms. The broad requirements of Articles 6 and 7 have given ESMA 
greater insight into the operation and management of CRAs in a number of ways, for 
example through its work with independent non-executive directors (INEDs).  
 

9. The provisions of the CRA Regulation relating to conflicts of interest have allowed 
ESMA to be flexible in its approach to supervision and the increased transparency 
required of CRAs has been welcomed by market participants. However, providing 
additional clarity as to some of the requirements of Articles 6 and 7, for example 
regarding internal control mechanisms and risk assessment procedures, could further 
enhance the effectiveness of ESMAôs supervision of CRAs.  

 
Competition 

 
10. In considering the appropriateness of additional measures to foster and promote 

competition against the background of the evolution of the structure of the sector, 
ESMA has examined the provisions of the CRA Regulation relating to registration, 
enforcement and civil liability and measures to increase transparency. ESMA has 
also considered the implementation of Article 8d regarding the need to consider 
appointing a CRA with less than a 10% market share and the oversight of fees 
charged by CRAs.  

 
11. Overall, ESMA finds that the Regulation has given greater visibility to CRAs 

operating in the EU, for example through registration with ESMA and the public 
disclosure of information about credit ratings issued. ESMAôs enforcement work may 
also assist in this regard by highlighting the standards expected of CRAs. ESMAôs 
experience to date suggests that the impact of its enforcement powers would be 
increased if all the requirements of the CRA Regulation were to have a 
corresponding infringement and if ESMAôs ability to impose fines could be tailored to 
have a more dissuasive effect, by better reflecting the turnover of the CRAs operating 
in the EU. 
 

12. Whilst it is too soon to conclude on the overall effect of the increased visibility offered 
by the CRA Regulation on competition between CRAs, it appears that smaller CRAs 
and new entrants are not yet issuing a significant number of credit ratings in all asset 
classes. In addition, frequent fee increases and the high fees charged by the largest 
CRAs operating globally for credit ratings and related research services and data 
licences suggest that there is little competition between these CRAs. ESMA believes 
that its supervisory effectiveness will be enhanced in this regard by its on-going work 
to clarify the definition of ancillary services in the CRA Regulation. ESMAôs 
supervisory effectiveness would be further enhanced by the introduction of an 
infringement which mirrors Annex I Section B 3c regarding the level of fees charged 
by CRAs. 
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13. It is not possible to assess the impact of Article 8d on competition between CRAs at 

this stage as it has not yet been fully implemented and enforced at national level. 
ESMA continues to work with the Member States to encourage the development of a 
common approach to the supervision of Article 8d and is considering whether 
guidance needs to be provided to SCAs or issuers at Member State or EU level. 
However, ESMA notes that Article 8d may not be fully achieving its aim of stimulating 
competition as the market share calculation it requires is very broad. The calculation 
of CRAsô market shares by revenues or share of supply in the major categories of 
credit ratings issued at Member State level could be of greater value to issuers and 
investors in assessing CRAsô experience.  

 
14. Smaller CRAs and new entrants have reported that regulatory and contractual 

barriers are making it harder for them to develop their business by issuing solicited 
credit ratings. This means that they can only demonstrate the quality of their credit 
ratings through the issue of unsolicited credit ratings. ESMA is monitoring the 
development of several on-going mapping exercises at EU level which may assist 
CRAs in this regard.  

 
Structured finance instruments 

 
15. ESMA has also considered the evolution of the markets for credit ratings of SFIs and 

the markets for re-securitisations in its Technical Advice. It has in particular, 
considered Article 6b of the CRA Regulation regarding the mandatory rotation of 
CRAs issuing credit ratings on re-securitisations with underlying assets from the 
same originator, Article 8b regarding the disclosure of information relating to SFIs 
and Article 8c which requires issuers and related third parties to obtain at least two 
credit ratings for SFIs. 

 
16. The markets for re-securitisations were not good sample markets in which to test the 

effect of a mandatory rotation provision for CRAs as these markets have not revived 
in the EU following the financial crisis. This means that Article 6b has not been used 
in practice. However, responses to the Call for Evidence showed that market 
participants were not convinced of the merits of a mandatory rotation provision, either 
for re-securitisations or more generally. It does not appear that requiring CRAs to 
provide hand-over files would help to implement a mandatory rotation provision as 
this could raise concerns about the independence of CRAs. Furthermore, the 
increased insight that these files could provide into CRAsô rating practices would not 
help to stimulate competition between CRAs. 

 
17. As only four CRAs have experience of issuing credit ratings for re-securitisations and 

only six CRAs are issuing ratings for SFIs in the EU overall, there are not enough 
CRAs rating these products for a rotation provision to work effectively in practice, 
especially given the obligation in Article 8c of the CRA Regulation to obtain multiple 
credit ratings for SFIs. It appears that this obligation has had only a limited impact to 
date as it mirrors existing market practice. 

 
18. It is not possible to determine whether there is a need to extend Article 8b of the CRA 

Regulation to include other financial credit products as this article has not yet been 
implemented. However, ESMA highlights that any amendment to existing disclosure 
requirements should be considered in light of further work at EU level on 
transparency and due diligence requirements for SFIs and similar products. Any such 
amendments should be introduced for all comparable market segments or 
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instruments so as not to make it more costly or onerous to issue some instruments 
compared to others.  

 
19. Before considering any further initiatives regarding credit ratings for SFIs, ESMA 

stresses the importance of carrying out detailed impact assessments which take into 
account the specificities of the markets for credit ratings of individual asset classes. 

 
Conclusion 

 
20. The Technical Advice concludes that the CRA Regulation already appears to have 

had a positive impact on the governance and operation of CRAs overall. However, it 
is important to wait and see how the markets develop in response to the 
implementation of the CRA Regulation before considering the adoption of further 
measures. This assessment should be revisited by ESMA within the next 3-5 years 
depending on changes in market dynamics. In light of the concerns raised in the 
Technical Advice about their effectiveness, ESMA will, in particular, keep the 
following provisions under review: 

 
a) Article 6 and Annex I regarding conflicts of interest; 
b) Article 6b regarding mandatory rotation;   
c) Article 8d regarding the requirement to consider using CRAs with less than a 

10% market share; and 
d) Annex I Section B 3c regarding fees charged by CRAs for credit ratings and 

ancillary services. 
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2 Introduction  
 

21. The European Securities and Markets Authority (ESMA) is one of the three 
European Supervisory Authorities (ESAs) which, together with the European 
Systemic Risk Board (ESRB), make up the European System of Financial 
Supervision (ESFS). The ESFS was established in the wake of the global financial 
crisis with the aims of improving the quality and consistency of national supervision, 
strengthening the oversight of cross-border groups and establishing a single rule 
book for all financial market participants within the European Union (EU).1 

 
22. In 2011 ESMA was designated as the single supervisor of credit rating agencies 

(CRAs) within the EU in accordance with the provisions of Regulation 1060/2009 on 
credit rating agencies.2 The CRA Regulation introduced a common approach to the 
regulation and supervision of CRAs within the EU. This approach was designed to 
enhance the integrity, transparency, responsibility, good governance and 
independence of CRAs to ensure high quality credit ratings and high levels of 
investor protection.3 

 
23. The mandate to provide this Technical Advice is set out in Articles 39(4) and 39(5) of 

the CRA Regulation. These Articles require the European Commission (the 
Commission) to provide reports to the European Parliament and the Council which 
assess the impact of the CRA Regulation in a number of key areas as well as the 
evolution of the CRA industry in general, after obtaining Technical Advice from 
ESMA.4 

 
24. This Technical Advice draws together ESMAôs reflections on how the objectives of 

the Regulation are being achieved in practice by reference to ESMAôs practical 
experience of supervision, the experiences of the National Competent Authorities 
(NCAs) and Sectoral Competent Authorities (SCAs). It also draws on data submitted 
by CRAs to ESMAôs Central Repository (the CEREP database) and the responses 
received to ESMAôs Call for Evidence on Competition, Choice and Conflicts of 
Interest in the CRA Industry (the Call for Evidence).5  

 
25. The Call for Evidence ran from 5 February 2015 until 31 March 2015 and generated 

62 responses. 34 responses came from issuers, 15 from CRAs, 11 from investors, 
one response from an academic and one from a special interest group. In some 
cases respondents replied individually and in other cases they responded through 
their trade association or industry body. ESMA received 26 responses for publication 

                                                
1
 Regulation EU No 1095/2010 of 24 November 2010 establishing a European Supervisory Authority, OJ L 331/84 of 

15.12.2010 at recital 5 (hereinafter the ESMA Regulation), available at: http://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32009R1060&from=EN, last accessed 26.08.2015. 
2
 Regulation EU No 1060/2009 of 16 September 2009 on credit rating agencies, OJ L 302/1 of 17.11.2009 as 

amended by Regulation 513/2001 of 11 May 2011, OJ L145/30 of 31.5.2011 at recital 5-6, available at: http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:145:0030:0056:EN:PDF, last accessed 26.08.2015, and 
further amended by Regulation 462/2013 of 21 May 2013, OJ L146/1 of 31.5.2013, available at: http://eur-
lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R0462&from=EN, last accessed 26.08.2015 (hereinafter 
the CRA Regulation). 
3
 See Article 1 of the CRA Regulation. 

4
 The full legislative mandate is set out in Annex I of the Technical Advice. 

5
 The Call for Evidence is available on ESMAôs website at: http://www.esma.europa.eu/system/files/esma2015-

233_call_for_evidence_competition_choice_and_conflicts_of_interests_in_the_cra_industry.pdf, last accessed 
11.08.2015. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009R1060&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009R1060&from=EN
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:145:0030:0056:EN:PDF
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2011:145:0030:0056:EN:PDF
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R0462&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R0462&from=EN
http://www.esma.europa.eu/system/files/esma2015-233_call_for_evidence_competition_choice_and_conflicts_of_interests_in_the_cra_industry.pdf
http://www.esma.europa.eu/system/files/esma2015-233_call_for_evidence_competition_choice_and_conflicts_of_interests_in_the_cra_industry.pdf
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on its website.6 ESMA also engaged with a number of organisations during the Call 
for Evidence.7 

2.1 The CRA Regulation 
 

26. The CRA Regulation aims to promote transparency, financial stability and investor 
protection and to stimulate competition between CRAs. The Regulation seeks to 
achieve these objectives by requiring CRAs to be registered before they can issue 
credit ratings in the EU for use for regulatory purposes.  In order to ensure the 
production of high quality credit ratings, the CRA Regulation introduced measures to 
mitigate and manage conflicts of interest through the use of policies and procedures 
and disclosures. 

 
27. The CRA Regulation has been amended twice since its introduction, in 2011 and 

2013. The 2011 amendments to the CRA Regulation gave ESMA investigation and 
enforcement powers to ensure compliance with the Regulation, which can be found 
in Articles 23-25 and Article 36 of the CRA Regulation. 

 
28. The most recent amendments to the CRA Regulation focused in particular on 

measures to increase transparency and strengthen competition in certain areas 
through the introduction of the following Articles: 

 

¶ Articles 5a, 5b and 5c on reducing reliance on credit ratings.8 

¶ Article 6a regarding conflicts of interest arising from investments in CRAs.9 

¶ Article 6b regarding mandatory rotation of CRAs rating certain re-
securitisations. 

¶ Article 8a regarding sovereign credit ratings. 

¶ Article 8b requiring the disclosure of information about structured finance 
instruments (SFIs). 

¶ Article 8c requiring multiple credit ratings for SFIs. 

¶ Article 8d regarding the use of smaller CRAs when seeking multiple credit 
ratings. 

2.2 Overview of Technical Advice  
 

29. Following this introductory section, Section 3 of the Technical Advice presents the 
evolution of the CRA industry in recent years. It describes the nature of the industry 
and explains the different business models CRAs use, the geographic coverage of 
CRAs registered with ESMA and the size of the markets for credit ratings by 
reference to data retrieved from the CEREP database and information collected by 
ESMA. 

 
30. Against this background, Section 3 of the Technical Advice further considers the 

industry dynamics and the nature of competition between CRAs. It examines the 

                                                
6  

The non-confidential responses are available at: https://www.esma.europa.eu/consultation/Call-Evidence-
Competition-Choice-and-Conflicts-Interests-CRA-Industry#responses, last accessed 26.08.2015. Please note that 
references to all responses provided have been anonymised in the Technical Advice to respect the confidential nature 
of some of the responses received to the Call for Evidence. 

 

7
 A full list of organisations which contributed to the Call for Evidence is provided in Annex II of the Technical Advice. 

8 The question of whether there is a need to propose measures to reduce overreliance on ratings as set out in Article 
39(5)(g) of the CRA Regulation is considered in the Technical Advice on Reducing Sole and Mechanistic Reliance on 
External Credit Ratings prepared in accordance with Article 39(b)1 of the CRA Regulation. 
9
 The implementation of Article 6a of the CRA Regulation will not be considered by ESMA in this Technical Advice. 

https://www.esma.europa.eu/consultation/Call-Evidence-Competition-Choice-and-Conflicts-Interests-CRA-Industry#responses
https://www.esma.europa.eu/consultation/Call-Evidence-Competition-Choice-and-Conflicts-Interests-CRA-Industry#responses
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scope of the product and geographic markets for credit ratings and the amount of 
market power exercised by the CRAs operating in each of these markets. This 
section then considers the concentrated nature of the CRA industry and highlights 
some of the risks which may arise from such concentration.  

 
31. ESMA notes that it is difficult to assess the impact of the CRA Regulation on the 

industry as a whole or the impact of particular provisions in quantitative terms as any 
changes observed in the industry since 2010 could also be explained as effects of 
the global financial and economic crisis or results of changes to prudential regulation. 
With this in mind, Sections 4-6 of the Technical Advice consider the impact of the 
provisions of the CRA Regulation regarding conflicts of interests and the use of 
different remuneration models by CRAs, competition between CRAs and provisions 
relating to SFIs. 

 
32. Section 4 of the Technical Advice examines the use of different business models and 

considers the impact of the requirements in Articles 6-8 of the Regulation regarding 
disclosures and measures to be taken by CRAs to mitigate and manage conflicts of 
interest.  

 
33. Section 5 of the Technical Advice looks at those provisions of the CRA Regulation 

which may have an impact on competition between CRAs, from registration, 
enforcement and civil liability to Article 8d of the CRA Regulation and the provisions 
relating to fees set out in Annex I Section B 3 of the Regulation. 

 
34. Section 6 of the Technical Advice then considers the particular measures to increase 

investor confidence and stimulate competition in the markets for SFIs set out in 
Article 6b of the CRA Regulation regarding the mandatory rotation of CRAs, Article 
8b regarding information on SFIs and Article 8c regarding multiple ratings for SFIs. 

 
35. Section 7 of the Technical Advice concludes by noting future developments and 

presenting ESMAôs advice to the Commission by reference to the points raised in 
Articles 39(4) and 39(5) of the CRA Regulation.  
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3 The evolution of the CRA sector in the EU 2009-2015  
 

36. This Section of the Technical Advice provides an overview of the CRA industry and 
considers how the industry has developed between 2009 and 2015. The 
observations made are based on tables and figures created by ESMA from the 
information provided by CRAs at registration; periodic reports submitted pursuant to 
the CRA Regulation and CRAsô reports to the CEREP database. Where CEREP data 
is presented, this reflects the data available as at 30 September 2015.10 

3.1 Background 
 

37. Credit ratings are opinions about the credit risk associated with sovereign states or 
individual corporate entities, such as companies, banks and insurers as well as the 
financial instruments issued by these entities and states. Rated instruments include 
bonds and structured finance instruments (SFIs).  

 
38. Credit ratings are qualitative and quantitative assessments of the credit worthiness of 

entities and financial instruments. The element of qualitative assessment included in 
the development of credit ratings differentiates them from credit scores.11  

 
39. Credit ratings are produced by CRAs. A CRA is a company which sells credit ratings 

and may also sell related products and services such as ratings databases, data 
feeds and research reports. 

 
40. CRAs develop methodologies for assessing the credit risk associated with different 

countries, industries, entities and instruments. These methodologies are then used to 
produce credit ratings. The assessments made by the analysts, the ratings data they 
produce and in some cases the related analytical tools and models that they use are 
distributed to issuers, investors and other market participants either free of charge of 
for a fee. 

 
41. Credit ratings may be disclosed publically or distributed by subscription. Credit 

ratings may also be produced pursuant to an individual order. These private credit 
ratings are not intended for public disclosure.12 

 
42. Credit ratings are usually presented by reference to a rating scale. A rating scale 

may be made up of numbers, letters or symbols or a combination of these, and may 
differ for different types of rated instruments. A rating scale helps users of credit 
ratings to understand how the relative credit risk of different rated entities and 
instruments differs. As the methodologies used by each CRA are different, credit 
ratings from different CRAs cannot be automatically compared to each other or 
substituted for each other.13 

                                                
10

 Subject to a number of minor amendments made by ESMA following validation of the data by the CRAs concerned. 
11

 Article 2(2) of the CRA Regulation explains that these scores and systems, as well as credit ratings produced by 
export credit agencies and credit ratings produced by Central Banks in specific cases, fall outside the scope of the 
CRA Regulation.  See also ESMA/2013/720, ESMA Guidelines and recommendations on the Scope of the CRA 
Regulation of 17 June 2013 available at: http://www.esma.europa.eu/system/files/2013-
720_guidelines_and_rec_on_cra_regulation_scope.pdf, last accessed 11.08. 2015. These guidelines explain that a 
measure of creditworthiness derived from summarising and expressing data based only on a 16 pre-set statistical 
system or model, without additional substantial qualitative rating-specific analytical input from a rating analyst, should 
not be considered as a credit rating. 
12

 Pursuant to Article 2(2)(a) of the CRA Regulation the provision of private credit ratings is not regulated in the EU. 
See ESMA 2013/720 at footnote 11 above.  
13

 The heterogeneous nature of credit ratings has been recognised by legislators. See for example, Regulation EU 
575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential requirements for credit 

http://www.esma.europa.eu/system/files/2013-720_guidelines_and_rec_on_cra_regulation_scope.pdf
http://www.esma.europa.eu/system/files/2013-720_guidelines_and_rec_on_cra_regulation_scope.pdf
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43. CRAs may operate under a number of different business models. There are business 

models which focus more on the buy-side or investor side of the market and those 
which focus on the sell-side or issuer side of the market. In some cases credit ratings 
are issued on a subscription basis to all interested market participants. Services 
related to the provision of credit ratings, such as access to ratings databases and 
reports are also commonly sold by subscription. 

 
44. The sell-side model is most commonly referred to as the issuer-pays model. Under 

this model credit ratings are issued which are paid for by the entities seeking ratings 
for their companies or financial instruments. Under the buy-side model, credit ratings 
are paid for by investors rather than issuers, so this model is commonly referred to 
as the investor-pays model. 

3.1.1 Uses of credit ratings 
 

45. Issuers may use credit ratings for different reasons. Primarily they are used as a way 
of attracting investment in an entity or a financial instrument from investors with a 
particular risk profile. Issuers are also required to have a number of credit ratings 
from particular CRAs if they want their instruments to be used in certain ways, such 
as for the European Central Bankôs (ECB) monetary policy operations, or to meet the 
criteria for inclusion in a bond index. 

 
46. Investors use credit ratings as a relative measure of the creditworthiness of the 

entities or instruments in which they are looking to invest. Investors usually have 
mandates which permit them to invest in instruments and entities up to a maximum 
level of credit risk. These requirements can be captured in investment mandates. 
Some investment mandates are quite specific about the level of risk they will tolerate, 
stipulating not only that the investments should be rated at or below a certain risk 
level, but also that the ratings need to be assigned by the specific CRAs named in 
the mandate. 

 
47. Investors and issuers as well as other market participants such as the banks 

responsible for advising on, arranging or underwriting the issue of financial 
instruments, may also purchase related services from CRAs including ratings 
databases, data feeds and research reports. These services help entities to 
understand market sentiment, to conduct due diligence and enter into transactions, 
to perform treasury functions such as cash management, liquidity planning and 
control, or to manage interest, currency and commodity risks.14 
 
 

                                                                                                                                       
institutions and investment firms and amending Regulation (EU) No 648/2012, OJ L 176, 27.6.2013 (the Capital 
Requirements Regulation) available at: http://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32013R0575&from=EN, last accessed 26.08.2015 and Directive 2009/138 of 25 
November 2009 on the taking up and pursuit of the business of Insurance and Reinsurance, OJ L 335, 

17.12.2009, as amended by the Omnibus II Directive (Solvency II), available at: http://eur-lex.europa.eu/legal-

content/EN/TXT/PDF/?uri=CELEX:32009L0138&from=EN, last accessed 26.08.2015. 
14 The use of credit ratings in regulation and investment mandates is not considered in detail in this Technical Advice. 
For a discussion on the use of ratings by different categories of financial intermediary please see JP/DP 2014/01, 
Joint Committee Discussion Paper on the Use of Credit Ratings by Financial Intermediaries, 23 December 2014, 
available at: https://www.esma.europa.eu/system/files/jc_dp_2014_01_-
_discussion_paper_on_use_of_credit_ratings_by_financial_intermediaries.pdf, last accessed 02.09.2015. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R0575&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R0575&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009L0138&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009L0138&from=EN
https://www.esma.europa.eu/system/files/jc_dp_2014_01_-_discussion_paper_on_use_of_credit_ratings_by_financial_intermediaries.pdf
https://www.esma.europa.eu/system/files/jc_dp_2014_01_-_discussion_paper_on_use_of_credit_ratings_by_financial_intermediaries.pdf
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3.1.2 Regulation of credit rating agencies 
 

48. CRAs need to comply with the regulatory requirements in place in the jurisdiction in 
which they wish to issue ratings. Once registered with ESMA, CRAs are able to issue 
ratings in the EU for regulatory purposes. This Technical Advice focuses on CRAs 
registered in the EU. However, the CRA Regulation also provides that ratings issued 
by CRAs from third countries may be used in the EU where certain conditions are 
fulfilled. 

 
49. Registered CRAs can endorse ratings issued outside the EU provided that the 

conditions set out in Article 4 of the CRA Regulation are met. This article provides 
that CRAs seeking to endorse credit ratings must be able to demonstrate to ESMA 
on an on-going basis that the conduct of the credit rating activities resulting in the 
issue of ratings to be endorsed fulfil requirements which are at least as stringent as 
those regarding conflicts of interest and disclosures and reporting, 15  subject to a 
number of exceptions.16 

 
50. In addition, CRAs established in third countries may issue ratings on entities 

established or financial instruments issued in third countries in accordance with 
Article 5(1) of the CRA Regulation where they have been certified as equivalent in 
accordance with the procedure set out in Article 5 of the CRA Regulation.17 

 
51. Since the entry into force of the Capital Requirements Regulation 18

 in 2013, all EU 
registered CRAs have had the status of External Credit Assessment Institutions 
(ECAIs) which means that their credit ratings can be used for the purposes of 
applying risk weightings in the assessment of capital requirements. Technical 
Standards are currently being developed at EU level to implement this change.19  

 
52. ESMA publishes a complete list of EU registered and certified CRAs on its website in 

accordance with Article 18(3) of the CRA Regulation.20 In addition, Article 135(2) of 
the Capital Requirements Regulation requires the European Banking Authority (the 
EBA) to publish lists of ECAIs registered or certified in accordance with the CRA 
Regulation and Article 2(4) of the CRA Regulation requires the Commission to 
publish a list of central banks issuing credit ratings which are exempt from the 
application of the CRA Regulation.21  

 
53. EU registered CRAs are not automatically granted ECAI status under the ECBôs 

Eurosystem Credit Assessment Framework (ECAF) which determines the minimum 
requirements for assets to be accepted by the Eurosystem as eligible collateral for 

                                                
15

 As set out in Articles 6-12 of the CRA Regulation. 
16 

Endorsed ratings do not need to comply with a number of the requirements of the provisions of Article 6a, 6b, 8a, 
8b, 8c, 11a and Annex I Section B point 3 (ba), point 3a and 3b of the CRA Regulation. 
17 Article 5(4) notes that certified CRAs can apply for exemptions from some or all of the requirements of Section A of 
Annex I of the CRA Regulation relating to the organisational requirements for CRAs such as the requirements 
regarding the board, the roles of senior management, the establishment of policies and procedures, internal control 
mechanisms, a dedicated compliance function, or regarding analyst rotation where they can demonstrate that the 
requirements are not proportionate in view of the nature, scale and complexity of its business and the nature and 
range of its issuing of credit ratings. 
18

 Regulation EU 575/2013 of the European Parliament and of the Council of 26 June 2013 on prudential 
requirements for credit institutions and investment firms and amending Regulation (EU) No 648/2012, OJ L 176, 
27.6.2013, referred to in footnote 13 above. 
19

 As explained in Section 5 below. 
20

 http://www.esma.europa.eu/page/List-registered-and-certified-CRAs, last accessed 26.08.2015. 
21 Regulation 575/2013 of 26 June 2013 on prudential requirements for credit institutions and investment firms and 
amending Regulation (EU) No 648/2012, OJ L 176/1 of 27.6.2013 referred to in footnote 13 above. 

http://www.esma.europa.eu/page/List-registered-and-certified-CRAs
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monetary policy operations.22 Only four of the EUôs registered CRAs are recognised 
as ECAIs under the ECAF.  

3.2 Industry data 
 

54. This subsection presents data about the CRA industry in the EU through tables and 
figures produced using information collected by ESMA. The majority of the 
information presented comes from the information publically available through 
ESMAôs Central Repository (the CEREP database) which was established pursuant 
to Article 11(2) of the CRA Regulation. CRAs report data about the credit ratings that 
they issue to the CEREP database in accordance with Commission Delegated 
Regulation 446/2012 of 21 March 2012 with regard to regulatory technical standards 
on the content and format of ratings data periodic reporting.23  

 
55. The CEREP database collects data on credit ratings issued by CRAs that are 

registered in accordance with the CRA Regulation, on credit ratings that are 
endorsed by registered CRAs and on credit ratings issued by certified CRAs.  

 
56. In addition, CEREP collects data about credit ratings issued in a third country by 

CRAs not certified or registered in the Community but belonging to the same group 
as registered CRAs where they provide these to CEREP on a voluntary basis. 

 
57. Some of the information reported to the CEREP database is available to the public 

through the ESMA website. The CEREP pages of the ESMA website allow market 
participants to search, filter, print and download statistics regarding credit rating 
activity, default rates and rating transition for each CRA for different time periods.24 

The categories of ratings covered by the CEREP database are corporate, sovereign 
and sub-sovereign, structured finance and covered bonds. In the corporate and 
sovereign and sub-sovereign categories, data is reported about credit ratings at 
issuer level whereas for the corporate and covered bond categories data is reported 
at issue level.  

 
58. For the purposes of this Technical Advice, ESMA will present only the CEREP data 

submitted by CRAs registered in Europe which is publically accessible through the 
ESMA website. For groups of CRAs, ratings endorsed by their EU based entities will 
also be taken into account. Only data regarding long term credit ratings will be 
presented to avoid duplication.  

 
59. Each CRA submits individual reports to the CEREP database and each CRA is 

responsible for the accuracy and completeness of the data they provide. CRAs are 
permitted to change the data submitted in previous periods to correct factual errors. 
ESMA monitors the submission of data to CEREP and all of the changes that CRAs 
make to data previously submitted. The CEREP data presented in this Technical 
Advice represents the data available as at 30 September 2015 which has been 
validated by CRAs and by ESMA.25 

 

                                                
22

 Further information about the Eurosystem is available on the ECBôs website, 
https://www.ecb.europa.eu/pub/pdf/other/legalframeworkeurosystemescb2014en.pdf, last accessed 11.08.2015. 
23

 OJ L140/2 of 30.5.2012, available at: http://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32012R0446&from=EN, last accessed 27.08.2015.  
24

 The CEREP search screen is available on the ESMA website at: http://cerep.esma.europa.eu/cerep-
web/statistics/ratingActivity.xhtml, last accessed 28.07.2015. 
25

 The next update of the CEREP database will be made publically available in October 2015. 

https://www.ecb.europa.eu/pub/pdf/other/legalframeworkeurosystemescb2014en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012R0446&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012R0446&from=EN
http://cerep.esma.europa.eu/cerep-web/statistics/ratingActivity.xhtml
http://cerep.esma.europa.eu/cerep-web/statistics/ratingActivity.xhtml
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60. The CEREP data presented is supplemented by publically available information and 
information received through ESMAôs Call for Evidence.  

3.2.1 Credit rating agencies operating in the EU  
 

61. In 2009, prior to the entry into force of the CRA Regulation, 24 CRAs were 
established in the EU according to the Commissionôs 2010 Impact Assessment.26  In 
2009, data was reported to ESMAôs predecessor, the Committee of European 
Supervisors (CESR) by 17 CRAs in total. Reports were received from Standard & 
Poorôs Rating Services (S&P); Moodyôs Investors Service (Moodyôs) and Fitch 
Ratings (Fitch) and from 14 CRAs not affiliated with these three CRAs. Of these, one 
was based in Bulgaria; one in Cyprus; one in Greece; six in Germany; one in Italy; 
one in Portugal; one in Slovakia; and two in the UK. 

 
62. ESMA records the registration of CRAs by their primary place of establishment within 

the EU. Table 1 in Annex IV provides a list of CRAs registered and certified to issue 
credit ratings in the EU. The table shows that 31 CRAs were registered by the 
national competent authorities or were in the process of being registered at national 
level between the entry into force of the CRA Regulation on 6 December 200927 and 1 
June 2011, when ESMA assumed responsibility for the registration of CRAs.28  

 
63. Of these CRAs, 16 were EU subsidiaries of the three largest CRAs operating 

globally. Of the remaining 15, one was registered in Bulgaria, one was registered in 
Cyprus, six were registered in Germany, one was registered in Greece, two were 
registered in Italy, one in Portugal, one in Slovakia and two in the UK.  

 
64. Since 2012 ESMA has registered a further eight CRAs, bringing the total number of 

registered CRAs to 38. ESMA registered one CRA in Spain in 2012. In 2013 ESMA 
registered three CRAs; in the UK, Italy and France. In 2014 two CRAs were 
registered; one in the UK and one in Poland. At the date of publication of the 
Technical Advice, ESMA had registered one further CRA in Italy.29  

 
65. Of these 38 CRAs, 17 are part of the groups of the three largest CRAs operating 

globally. Table 1 in Annex IV shows that Moodyôs has now registered CRAs in six 
Member States: Germany, France, Cyprus, Spain, Italy and two in the UK (one 
holding company and one branch). S&P has registered CRAs in France, Italy and the 
UK and Fitch has registered CRAs in Germany, France, Italy, Poland, Spain and two 
in the UK (one holding company and one branch). 

 
66. The table shows that there has been an overall increase in the number of registered 

CRAs not affiliated with the groups of the three largest CRAs operating globally from 
15 to 21 between 2011 and 2015. Of these new entrants two are based in Italy, one 
in the UK and one CRA has been registered in each of Spain, France and Poland. 

 

                                                
26

 Commission Staff Working Document Impact Assessment accompanying the proposal for a Regulation amended 
1060/2009 on credit rating agencies, SEC (2010) 678 of 2.6.2010 at page 38, available at: 
http://ec.europa.eu/finance/securities/docs/agencies/100602-impact-assesment_en.pdf, last accessed 26.08.2015. 
27

 Article 41 of Regulation 1060/2009 of 16 September 2009 on credit rating agencies, OJ L 302/1 of 17.11.2009, 
referred to in footnote 2 above. 
28

 Recital 6, Article 2 and Article 15 of Regulation 513/2011 amending Regulation 1060/2009 on credit rating 
agencies, OJ L 145/30 of 31.5.2011 referred to in footnote 2 above. 
29

ESMA 2015/1174 Public Statement of 10 July 2015, available at: http://www.esma.europa.eu/system/files/2015-
1174_public_statement_on_modefinance_registration.pdf, last accessed 19.08.2015. Data from this CRA is not 
included in the CEREP data presented as this covers the period 2009 to 2014. 

http://ec.europa.eu/finance/securities/docs/agencies/100602-impact-assesment_en.pdf
http://www.esma.europa.eu/system/files/2015-1174_public_statement_on_modefinance_registration.pdf
http://www.esma.europa.eu/system/files/2015-1174_public_statement_on_modefinance_registration.pdf
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67. The EU registered CRAs which are issuing endorsed ratings are the three largest 
CRAs operating in the EU and DBRS. Four third-country CRAs have been certified to 
issue credit ratings which can be used in the EU. The first CRA to obtain certified 
status for its ratings was Japan Credit Rating Agency in 2011. Kroll Bond Rating 
Agency was certified in 2013. Two further CRAs obtained certified status for their 
ratings in 2014, HR Ratings de Mexico, S.A. de C.V and Egan-Jones Ratings 
Company.30 

3.2.2 Ownership of credit rating agencies  
 

68. The groups of the three largest CRAs operating globally made a number of 
acquisitions in the early part of the new millennium to strengthen their offerings in 
different local markets. The Commissionôs 2011 Impact Assessment includes a table 
which highlights some of the major acquisitions made by these groups.31 These show 
that Fitch acquired a number of different credit ratings and related data businesses in 
order to help it compete against S&P and Moodyôs, including AMR, a French credit 
rating agency in 2000 and the Central European Ratings Agency in Poland in 2001. 
In 2006, Moodyôs acquired CRA Rating, a CRA based in the Czech Republic. 

 
69. In the EU, CRAs are required to provide information about their ownership structure 

and their subsidiaries as part of the registration process in accordance with Annex II 
of the CRA Regulation.32  CRAs are also required by Article 12 of the CRA Regulation 
to publish a transparency report each year which provides detailed information on 
the legal structure and ownership of the CRA, including information on holdings 
within the meaning of the Transparency Directive.33  

 
70. This information shows that there are different types of investors in CRAs. Often 

those who have established the CRA or who hold senior management positions will 
have a stake in the CRA themselves. These stakes may be held by the founders and 
managers either directly or indirectly through family holdings. This applies to more 
than half of the CRAs registered in the EU and is not limited to CRAs of any 
particular size or specialisation as it includes S&P, Fitch, DBRS Ratings Limited 
(DBRS), AM Best Europe-Rating Services Ltd (AM Best), Spread Research SAS 
(Spread Research) and EuroRating Sp z.o.o (EuroRating).  

 
71. Overall, the types of investors holding shares in CRAs have not changed significantly 

over time. Two CRAs have changed their shareholder composition so that they are 
now wholly or partially owned by CRAs from third countries. In addition, four CRAs 
have experienced a full change of control between 2012 and 2015. Each of these 
changes is considered below. 

 
72. On registration in 2011 the major shareholder of Companhia Portuguesa de Rating 

S.A was a consultancy firm. In 2013, the CRA was renamed ARC Ratings S.A. 

                                                
30

 Endorsed and certified credit ratings will not be considered further in this Technical Advice. 
31

 Impact Assessment accompanying the proposal for a Regulation amending Regulation No 1060/2009 on credit 
rating agencies, SEC (2011) 1354 at page 107, available at: 
http://ec.europa.eu/internal_market/securities/docs/agencies/SEC_2011_1354_en.pdf, last accessed 26.08.2015. 
32

 See Annex II Points 5 and 9 in the CRA Regulation referred to in footnote 2 above.  See also Articles 8 and 9 of 
Commission Delegated Regulation 449/2012 of 21 March 2012 with regard to regulatory technical standards on 
information for registration and certification of credit rating agencies, OJ L 140/32 of 30.5.2012 available at: http://eur-
lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012R0449&from=EN, last accessed 26.08.2015. 
33

 Directive 2013/50 of 22 October 2013 amending Directive 2004/109/EC of the European Parliament and of the 
Council on the harmonisation of transparency requirements in relation to information about issuers whose securities 
are admitted to trading on a regulated market, OJ L 294, 6.11.2013 available at: http://old.eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:294:0013:0027:EN:PDF,  last accessed 26.08.2015. 

http://ec.europa.eu/internal_market/securities/docs/agencies/SEC_2011_1354_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012R0449&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32012R0449&from=EN
http://old.eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:294:0013:0027:EN:PDF
http://old.eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2013:294:0013:0027:EN:PDF
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(ARC) and was purchased by a Singapore holding company. This holding company 
is in turn jointly owned by the original consultancy firm and a number of leading credit 
rating agencies established outside the EU. The CRAs involved in the venture are 
Credit Analysis and Research Limited from India; Global Credit Rating Company 
Limited of Africa; Malaysian Rating Corporation Berhad and the SR Rating Group 
from Brazil. In addition, Dagong Europe Credit Rating Srl (Dagong), which on 
registration in 2013 was partially owned by a private equity fund, has been wholly 
owned by Dagong Global Credit Rating Co since March 2015.  

 
73. In March 2015 DBRS was purchased by private investment funds Carlyle Investment 

Management LLC and Warburg Pincus LLC in partnership with a consortium of 
Canadian based individual investors including DBRSô founder, Walter Schroeder and 
DBRS management.34 In March 2015 the existing shareholders of the Fitch Group 
changed their shareholdings so that the Hearst Corporation now owns 80% of the 
shares and Fimalac S.A. holds the remaining 20%.35 

 
74. In 2013 Cerved Group S.p.A was acquired by CVC Capital Partners. In June 2014, 

43% of the shares in the holding company Cerved Information Solutions S.p.A were 
listed on the Italian stock exchange. 36 During 2015 CVC Capital Partners further 
reduced its interest in Cerved Information Solutions S.p.A (CERVED) to 39.31%, so 
additional shares were publicly listed on the Italian Stock Exchange.37 

 
75. In January 2012, PSR Rating GmbH, referred to in the Commissionôs Impact 

Assessment as Professor Dr Schneck Rating, became Scope Holding GmbH 
(Scope) upon the transfer of 100% of the shares in the company.38

  
 

76. Other frequent investors in CRAs include financial services companies, such as 
insurance companies and pension funds, banks, investment management firms and 
private equity investors.  

3.2.3 Credit rating agenciesô business models 
 

77. The issuer-pays model is currently the most common way of providing credit ratings 
in the EU as it is used by the majority of registered CRAs. From the information 
available to ESMA, it does not appear that CRAs have made dramatic changes to 
their business models during the period 2009-2014. Table 2 in Annex IV shows that 
13 CRAs currently offer investor-pays ratings or ratings paid for by subscribers. It 
appears that all but three of the CRAs who are issuing ratings by subscription or 
under the investor-pays model also issue credit ratings under the issuer-pays model.  

 
78. This might suggest that within the EU, business models which focus exclusively on 

investor-pays ratings or the distribution of ratings by subscription are currently not 
financially viable on a standalone basis. ESMA is not able to provide a detailed 
assessment of the contribution that each of these different models make to CRAsô 
revenues from credit ratings in order to assess their viability at present. However, 
ESMA should be in a position to provide a more detailed overview in future as it will 

                                                
34

 The detailed terms of the transaction have not been publically disclosed. See the press release available at: 
http://www.dbrs.com/research/277553/the-carlyle-group-and-warburg-pincus-complete-acquisition-of-dbrs.pdf, last 
accessed 11.08.2015. 
35

 http://www.fimalac.com/strategic-focus.html, last accessed 26.08.2015. 
36

http://company.cerved.com/en/about-us, last accessed 26.08.2015. 
37

 http://company.cerved.com/it/struttura-del-gruppo, last accessed 26.08.2015. 
38

 The companyôs name was then changed to Scope Credit Rating GmbH. See the 2012 transparency report at page 
2: https://www.scoperatings.com/download/Transparency_Report_2012.pdf, last accessed 26.08.2015. 

http://www.dbrs.com/research/277553/the-carlyle-group-and-warburg-pincus-complete-acquisition-of-dbrs.pdf
http://www.fimalac.com/strategic-focus.html
http://company.cerved.com/en/about-us
http://company.cerved.com/it/struttura-del-gruppo
https://www.scoperatings.com/download/Transparency_Report_2012.pdf
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start to collect data from CRAs which distinguishes between fees charged for credit 
rating services provided under these different business models.39

  

3.2.4 Asset classes rated by credit rating agencies 
 

79. Table 1 below shows the different asset classes rated by each registered CRA in 
2009 compared to 2014. The table has been compiled using the categories of asset 
class reported to the CEREP database. These are corporate ratings, which are 
divided into financial entities, insurance entities and non-financial entities; sovereign 
ratings, which are divided into sub-sovereign entities, public entities and 
supranational entities; structured finance ratings and ratings of covered bonds. 40 

 
80. Table 1 shows that in 2009, of all the EU registered CRAs, only Moodyôs and S&P 

were registered to rate all of the categories of asset class reported to CEREP.  
 

Table 1 ï Categories of asset class rated by CRAs in 2009 and 2014 
 

 
 

Source: CEREP, ESMA  
 

81. According to the information submitted to the CEREP database, Fitch has rated all of 
these categories since registration, with the exception of public entities. DBRS has 
rated all of these categories of asset class since 2012, but did not rate supranational 
entities before this time. 

 
82. The table shows that the number of registered CRAs offering ratings in each 

category has increased, with the exception of the public entity category, which has 
been rated by just three CRAs since 2009: DBRS, Moodyôs and S&P.  

 

                                                
39

 Pursuant to Commission Delegated Regulation 2015/1 of 30 September 2014 with regard to regulatory technical 
standards for the periodic reporting of fees charged by credit rating agencies, OJ L2/1 of 6.1.2015 available at: 
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015R0001&from=EN, last accessed 26.08.2015. 
40

 Annex III Table 3 presents the position for each year between 2009 and 2014. 

CRA

AM Best IN CO IN CO

ARC CO CO SV

ASSEKURATA IN IN

Axesor CO

BCRA FI IN SS FI IN SV SS

Capital Intelligence FI CO SV FI CO SV

CERVED CO CO

Creditreform CO CO SF CB

CRIF CO

Dagong FI IN

DBRS FI IN CO SV SS PE SF CB FI IN CO SV SS PE SN SF CB

EIU SV

Euler Hermes FI CO FI CO

European Rating Agency CO SS CO SS

EuroRating FI CO

Feri SV FI CO SV

Fitch FI IN CO SV SS SN SF CB FI IN CO SV SS SN SF CB

GBB FI FI

ICAP CO CO

aƻƻŘȅΩǎ FI IN CO SV SS PE SN SF CB FI IN CO SV SS PE SN SF CB
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Spread Research CO
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Legend:

FI Corporate  - Financial

IN Corporate  - Insurance

COCorporate  - Non Financial

SV Sovereign

SS Sub-sovereign

PEPublic entities

SN Supranational

SF Structured Finance

CB Covered Bonds

Non registered / no ratings

XX New asset class

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015R0001&from=EN
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83. The number of CRAs offering corporate financial ratings has increased from eight 
CRAs to twelve CRAs between 2009 and 2014, with Dagong, EuroRating, Feri 
EuroRating Services AG (Feri) and Scope adding this category to their rating 
services after registration. 

 
84. This is mirrored in the corporate non-financial category where the number of CRAs 

offering ratings increased from 13 to 17 CRAs over the same period through the offer 
of ratings by CRIF S.p.A (CRIF), Axesor SA (Axesor), Eurorating, and Spread 
Research. 

 
85. Three more CRAs offered sovereign ratings with the registration of The Economist 

Intelligence Unit (EIU), and additional offers from ARC, BCRA-Credit Rating Agency 
Ltd (BCRA). Dagong expanded to offer ratings in the corporate insurance category in 
2013. Creditreform Rating AG (Creditreform) started offering covered bond ratings in 
2011 increasing the number of CRAs rating these within the EU from four to five. 

 
86. Figure 1 below shows the number of CRAs rating at least one entity or instrument 

per country. This demonstrates an increase in the number of CRAs operating in 
every Member State between 2009 and 2014, with the exception of Malta which has 
been served by four CRAs since 2009. 
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Figure 1: Number of CRAs rating at least one entity or instrument by EU Member 
State 

 
Source: CEREP, ESMA 
 

87. In order to give a meaningful view of the impact of the increase in the number of 
CRAs operating in different parts of the EU, this data should be considered alongside 
data regarding the number of ratings being issued by these CRAs.  

 
88. Table 4 of Annex IV shows that Creditreform (Germany) actually rated only 27 of the 

13,734 covered bonds with outstanding ratings in 2014, less than 1% of the total. For 
corporate insurance Assekurata Assekuranz Rating-Agentur GmbH (Assekurata) 
(Germany) provided only 7 of the outstanding ratings in 2014 and Dagong (Italy) only 
1 of the total 514 ratings outstanding. For sovereign & sub-sovereign ratings EIU 
(UK) rated 26, Capital Intelligence (Cyprus) Ltd (Capital Intelligence) (Cyprus) rated 
3 and BCRA (Bulgaria) rated 3 of the total 896 ratings outstanding in 2014. 

 
89. In the corporate non-financial segment, Axesor (Spain) provided 61, Feri (Germany) 

4 and Eurorating (Poland) 13 of the total of 32,855 credit ratings outstanding in 2014. 
Of the 1,272 corporate financial ratings outstanding in 2014, Feri (Germany) rated 4 
and Scope (Germany) rated 21.  
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90. These figures suggest that although the number of CRAs operating within the EU 
Member States has increased, some of these CRAs are currently only issuing a 
small number of ratings overall. 

3.2.5 Geographic coverage  
 

91. Figure 2 below shows how the coverage of each CRA has evolved between 2009 
and 2014 in terms of the location of the issuer or instrument rated. More specifically, 
Figure 2 highlights that the global coverage of the three largest CRAs operating in 
the EU has not changed. S&P, Moodyôs and Fitch are issuing ratings for 
entities/instruments located in more than 120 countries. This figure also shows that 
EIU and Feri are able to demonstrate broad coverage, but this may be explained by 
their focus on sovereign ratings. 

 
Figure 2: Countries in or in respect of which EU registered CRAs issue credit ratings 

 

 
Source: CEREP, ESMA 

 

92. 13 CRAs increased the number of EU Member States in which they were issuing 
ratings. In addition to the 8 CRAs registered during this period, DBRS increased the 
number of Member States in which it issued credit ratings from 8 to 16; AM Best from 
14 to 15; Euler Hermes Rating GmbH (Euler Hermes) from 1 to 6; GBB-Rating 
Gesellschaft für Bonit tsbeurteilung GmbH (GBB) from 1 to 5; Creditreform from 1 to 
4 and ARC from 1 to 2.  

 
93. The number of CRAs issuing credit ratings in only one Member State was 8 in 2009. 

Of these 8, 4 CRAs had increased the number of Member States in which they were 
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issuing ratings by 2014. The figures should be however weighted with the number of 
ratings issued per country: for example, CERVED only issues ratings in Italy, where 
it has a very high coverage in the corporate non-financial category because of the 
ratings that it issues on small and medium-sized companies (SMEs) operating in 
Italy.  

 
94. A decrease in the number of Member States where ratings were issued is shown in 

only one CRA, European Rating Agency, where the pre-registration presence is 
shown to be larger than their presence following registration. 

3.2.6 Changes in the markets for credit ratings 

3.2.6.1 Overall size 
 

95. The number of solicited and unsolicited ratings issued by asset class for each 
registered CRA provides the best approximation of the overall size of the markets for 
rated entities and instruments for each asset class in the EU. The full tables 
presenting the CEREP data for the period 2009 to 2014 are provided in Tables 4 and 
5 of Annex IV. However, the total number of long-term outstanding ratings for EU 
entities and instruments for each category of credit ratings is compared in the 
summary table set out below. 

 
Table 2: Total number of outstanding credit ratings by category  

 
Rating Category 2009 2014 

Corporate financial 1,504 1,272 

Corporate insurance 633 514 

Corporate non-financial 104,642 32,855 

Sovereign 840 896 

SFI 17,024 12,657 

Covered bonds 15,388 13,734 

Total outstanding 140,031 61,928 

Source: CEREP, ESMA 

 
96. Although this shows the number of outstanding ratings in the EU, ESMA notes that 

whilst the data reported for SFI and covered bonds is at issuance level, for the other 
categories credit ratings are reported at issuer level. This means that the CEREP 
data does not include ratings on corporate issuances and that only one rating per 
entity is reported for corporate financial, non-financial and insurance entities as well 
as for sovereigns. This reporting practice means that the impact of credit ratings 
issued in respect of large corporations is likely to be understated as the total number 
of outstanding ratings for each corporation is not reported. 

 
97. The decrease in the number of corporate non-financial ratings issued is driven by the 

fall in outstanding ratings from CERVED, as this CRA reduced the number of ratings 
of Italian SMEs reported by two thirds during this period.41 

                                                
41

 The data reported to the CEREP database by CRAs does not allow the calculation of the size of the overall markets 
for credit ratings of different asset classes by the value of the issuances rated. 
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3.2.6.2 Overall evolution of outstanding credit ratings 
 

98. Overall, the data presented in Tables 4 and 5 of Annex IV shows that the number of 
outstanding ratings in recent years has remained relatively stable, apart from the 
corporate non-financial and structured finance asset classes. The decrease in the 
number of corporate non-financial credit ratings is driven by the fall in outstanding 
credit ratings from CERVED, as noted in paragraph 97 above. Concerning credit 
ratings for SFIs, the decrease in the number of ratings is largely in line with general 
market trends.42  Specific trends can be identified when looking at the evolution of 
outstanding credit ratings per category and groups of CRAs. ESMA has illustrated 
this in the following figures for ease of reference. 

 
99. Figure 3 below shows the evolution of outstanding credit ratings from all but the three 

largest CRAs operating globally.  
 
 

Figure 3: Evolution of outstanding ratings ï All CRAs excluding S&P, Moodyôs and 
Fitch (2009=100)* 

 

 
Source: CEREP, ESMA 

 
* The chart displays the annual percentage variation compared to the base year (2009) on a 
logarithmic scale 
 

100. Figure 3 shows that the outstanding structured finance and covered bond credit 
ratings from these CRAs increased by 1000% between 2009 and 2014, which 
suggests that issuers and investors began to look for alternative CRAs to rate their 
SFIs as the EU started to emerge from the 2008 financial crisis. 

 
101. The chart also seems to suggest that the number of corporate non-financial 

ratings from CRAs other than the three largest operating globally decreased 
considerably between 2010 and 2012. However, the figures for this specific asset 
class, mainly reflects the decrease in ratings issued by CERVED as explained 
above.  

 

                                                
42

 These are explained in more detail in Section 3.2.6.4 below. 
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102. Figure 4 below shows the evolution of the credit ratings of the three largest CRAs 
operating globally. The increase in outstanding structured finance ratings from other 
CRAs is also reflected here. On the corporate side, the number of credit ratings of 
financial and insurance entities decreased, whilst the number of outstanding credit 
ratings on corporate non-financial entities increased substantially.   

 
 

Figure 4: Evolution of outstanding ratings ï S&P, Moodyôs and Fitch (2009=100)* 
 

 
Source: CEREP, ESMA 

 
* The chart displays the annual percentage variation compared to the base year (2009) 

3.2.6.3 Evolution of outstanding credit ratings by Member State and by asset class 
 

103. Annex IV Table 5 and Figure 5 below show how the number of outstanding credit 
ratings in each EU Member State has changed between 2009 and 2014 for each 
asset class recorded in CEREP. As a result of the fact that CEREP presents 
corporate credit rating data at issuer level, the proportion of outstanding credit ratings 
appears much higher in countries where CRAsô customer bases include a large 
number of smaller corporations. This means that the high number of outstanding 
corporate ratings for Greece and Italy can to a large extent be explained by the 
presence of CERVED and ICAP Group SA (ICAP) which rate a large number of SME 
corporate issuers in Italy and Greece respectively.   
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Figure 5: Number of credit ratings by category and by EU Member State (2009-2014)* 
 

 
Source: CEREP, ESMA 

 
* The total number of corporate non-financial credit ratings for Italy is displayed in the white 
box 
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104. The figures above show that some Member States are centres for particular 

categories of asset class. For example, the Member States where the most rated 
SFIs are being issued are the UK, followed by Spain and the Netherlands. At the 
same time, credit ratings on covered bonds are more frequently issued in Member 
States such as Germany, France and the Netherlands. 

 
105. It is interesting to note how the size of some national markets has changed 

relative to others as the EU has emerged from the 2008 financial crisis. Overall the 
total number of credit ratings issued increased between 2009 and 2014 in 18 
Member States and decreased in 10 Member States. 

 
106. The biggest decreases in the number of issued credit ratings were experienced in 

Italy,43 Greece, Germany and the UK. This decrease appears to have been driven by 
decreases in the number of outstanding credit ratings for corporate entities and SFIs 
in Greece, rated SFIs and covered bonds in Germany and decreases in the number 
of SFI ratings in the case of the UK. 

3.2.6.4 Focus on the markets for structured finance instruments  
 

107. The following subsection presents the key developments in the markets for credit 
ratings of SFIs in the EU. Some of the main asset types which make up the 
structured finance category are Residential Mortgage Backed Securities (RMBS) and 
Commercial Mortgage Backed Securities (CMBS). This category also includes Asset 
Backed Securities (ABS), which use loans, leases and other receivables to back the 
financial security and Collateralised Debt Obligations (CDO), which are a type of 
structured ABS backed by a pool of assets. 

 
108. Figures 6 and 7 below show that the number of SFI ratings has declined year-on-

year since 2009 by an average of 6%. This development reflects a decrease in the 
issuance of SFIs over the same period. 

  

                                                
43

 The size of the Italian market for corporate ratings appears significant as a large number of smaller corporations are 
being rated and the decrease is largely driven by the change in reporting by CERVED noted in paragraph 97 above. 
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Figure 6: Outstanding EU ratings of structured finance instruments by asset class 
 

 
Source: CEREP, ESMA 

 

109. For all of the listed asset classes a consistent decline can be observed throughout 
the sample period. The largest asset class, Residential Mortgage Backed Securities 
(RMBS), experienced the biggest decrease between 2009 and 2012 but appears to 
have stabilised.  

 
Figure 7: Year-on-year net change in number of outstanding ratings of EU structured 

finance instruments by asset class 
 

 
Source: CEREP, ESMA 

 
110. The four largest CRAs issue the vast majority of ratings of SFIs in the EU. Two 

smaller CRAs based in Germany; Creditreform and Scope, have recently entered the 
EU SFI markets and hold a marginal share of total supply in these markets. Figure 8 
below shows the year-on-year change in the number of outstanding ratings for the 
four largest CRAs active in the markets for SFIs. The number of credit ratings issued 
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by Scope and Creditreform is comparatively small. The rating activity of Scope and 
Creditreform can therefore not be detected in the figure below.  

 
Figure 8: Year-on-year net change in number of outstanding ratings of EU structured 

finance instruments by CRA 
 

 
Source: CEREP, ESMA 

 
111. The figure shows that DBRS was the only CRA which consistently increased its 

number of SFI credit ratings year-on-year between 2009 and 2014. The growth in the 
number of credit ratings issued by DBRS is also reflected in its overall share of rated 
EU SFIs.  

 
112. Figure 9 below shows that as a proportion of all outstanding ratings on European 

SFIs, the number of SFI ratings assigned by DBRS have increased from 0.4% in 
2009 to 5.2% in 2014. 
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Figure 9: Outstanding ratings of EU structured finance instruments by CRA 
 

 
Source: CEREP, ESMA 

 

3.2.6.5 Credit rating agenciesô overall revenues from credit ratings 
 

113. An analysis of the information available to ESMA suggests that the revenues from 
credit rating activities vary significantly between the CRAs operating in the EU. In 
general terms, the CRAs operating in the EU can be divided into three groups on the 
basis of the revenues from credit ratings and ancillary services reported to ESMA: 
those generating revenues of less than ú1 million a year; those generating revenues 
of between ú1 million and ú26 million a year; and those generating revenues of over 
ú100 million a year.  

 
114. From the financial statements submitted to ESMA by 23 CRAs in 2014, 44  it 

appears that 5 CRAs fall into the first group, 15 fall into the second group and 3 fall 
into the third group. However, as revenue data is only made publically available by 
listed companies, ESMA presents only detailed information regarding the revenues 
generated by the groups of the three largest CRAs operating globally in the figures 
below. 

 
115. Figure 10 below shows the relationship between the revenues, operating profits 

and operating margins of these three groups between 2007 and 2014.45  
 
 
 
 
 
 
 
 
 
 

                                                
44

 ModeFinance was not registered as a CRA at the time these statements were submitted to ESMA. 
45

 Please note that for Moodyôs Corporation (ultimate holding company of Moodyôs) and McGraw Hill Financial, Inc. 
(ultimate holding company of S&P) figures refer to the performance of rating business at global level. For the Fitch 
Group, figures refer to both rating and non-rating business combined at global level, since separate information for the 
credit rating business only is not publicly available.  
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Figure 10: Changes in the revenues, operating profits and the operating margins of 
three largest CRAs operating globally 

 
 

 
 
116. This figure shows that overall the revenues, operating profits and margins of these 

groups had returned to and exceeded 2007 levels by 2014. All three groups reported 
significant operating margins between 2009 and 2014. For Moodyôs these have 
increased slightly, from 44% to 54%, whereas for Fitch margins decreased from 35% 
in 2009 to 34% in 2014 and for McGraw Hill margins decreased from 46% to 44% 
over the same period. 

 
117. However, this figure covers all of the operations of each of these groups. The 

proportion of the revenues generated from credit rating activities is presented in 
Table 3 below. 
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Table 3: Credit rating related revenues as a percentage of the total revenues 
generated by the three largest CRAs operating globally 2012-2014 
 

 
 

118. This table suggests that the revenues generated by these groups from credit 
rating activities account for over half of the groupsô overall revenues. ESMA will be in 
a better position to assess the situation in respect of all CRAs once CRAs begin 
reporting their revenues from credit rating activities and ancillary services to ESMA in 
accordance with the Commission Delegated Regulation regarding the fees charged 
by CRAs.46 

3.3 Market dynamics and competition in the CRA industry 

3.3.1 Oligopolistic markets 
 

119. The CRA industry has been described as oligopolistic, which means that it is 
served by only a small group of firms. Oligopolistic markets may be highly 
competitive, where firms compete on price or the amount of goods and services they 
provide.47  However, some firms operating in oligopolistic markets may be able to 
exercise market power. Market power can allow firms to limit the amount or quality of 
the goods and services they provide and to charge high prices for those goods and 
services that they do produce.48 

 
120. Firms operating in oligopolistic markets may be said to be interdependent as they 

are able to understand or predict the competitive positioning and strategy of the other 

                                                
46

 Commission Delegated Regulation (EU) 2015/1 of 30 September 2014 supplementing Regulation (EC) 
No 1060/2009 of the European Parliament and of the Council with regard to regulatory technical standards for the 
periodic reporting on fees charged by credit rating agencies for the purpose of ongoing supervision by the European 
Securities and Markets Authority, OJ L 2, 6.1.2015 at pages 1ï23, referred to in footnote 37 above. 
47

 Carlton and Perloff, Modern Industrial Design, Fourth Edition, Chapter 6 
48

 Concerns about market power are considered in more detail in Section 3.4 below. 

Fitch Group  - global revenues 

(Eur/mln)

2012 2013 2014

Rating related business 517           568           616           

Non-rating related business * 138           172           225           

Total Fitch Group global revenues 654           740           841           

% of rating-related revenues 79% 77% 73%

Moody's Corporation - global 

revenues (Eur/mln*)

2012 2013 2014

Rating related business (MIS) 1,524       1,551       1,708       

Non-rating related business (MA) 666           688           806           

Total MCO global revenues 2,189       2,239       2,514       

% of rating-related revenues 70% 69% 68%

McGraw Hill Financial, Inc. - financial 

segment global revenues (Eur/mln*)

2012 2013 2014

Rating related business 1,583       1,713       1,851       

Non-rating related business ** 1,177       1,252       1,349       

Total MHFI global revenues 2,759       2,965       3,200       

% of rating-related revenues 57% 58% 58%

* Including Fitch Solutions, Fitch Learning and BMI

* Amounts converted to Eur from USD based on monthly average exchange rate

** Including S&P Capital IQ and S&P DJ Indices

Source: ultimate holding companies' consolidated accounts

* Amounts converted to Eur from USD based on monthly average exchange rate
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firms in their industry to a certain extent. This can sometimes lead all firms in an 
industry to behave in similar ways rather than to compete aggressively against each 
other. Oligopolists may adopt similar approaches, for example to their investment in 
innovation, their product range, or the quality or pricing of their products and 
services. This may harm the users of the firmsô products and services, for example 
where they are offered lower quality goods and services at higher prices than they 
would pay if faced with stronger competition.49  

 
121. Theoretically, in the CRA industry potential harm could arise to those seeking and 

using credit ratings if all CRAs were to offer low quality goods and services at high 
prices and did not invest in innovation to develop their businesses. In addition, the 
competitiveness of European businesses could be harmed if it were to become too 
costly for some smaller issuers to seek the credit ratings they need, for example to 
raise money in the capital markets to finance their operations or their investments in 
research and development. In addition, the high fees charged for subscriptions to the 
data and research reports that investors need to carry out appropriate due diligence 
may dissuade some smaller investors from investing in rated entities or instruments. 

 
122. In the EU, the co-legislators have taken specific measures with a view to 

minimising the potentially harmful effects of this industry structure through the CRA 
Regulation. These include the adoption of specific measures to reduce and manage 
conflicts of interest and ensure the independence and quality of credit ratings,50 to 
stimulate competition between CRAs and to promote the use of smaller CRAs and 
new entrants.51 These measures have also extended to the introduction of provisions 
designed to allow ESMA to oversee the fees charged by CRAs for credit ratings and 
ancillary services.52 

3.3.2 Industry dynamics  
 

123. As explained in Section 3.1 above, CRAs offer products and services which are 
used by various different customer groups. The issuers and entities that provide the 
information needed to produce credit ratings and related products are on the supply 
side of the industry. On the demand side of the industry are the investors, 
intermediaries and entities who are the users of credit ratings and related services.  

 
124. CRAs are able to generate revenues from customers on both the issuer or supply 

side (sell side) and the investor or demand side (buy side) of the industry. CRAs 
using the issuer-pays model would typically charge issuers for individual credit 
ratings which are then made available to investors free of charge. However, 
revenues are also being generated by charging subscribers, such as issuers, 
investors and other market participants for access to credit ratings databases, data 
feeds, research and reports. 

 
125. Supply and demand are interdependent in these kinds of markets as the value of 

a CRA to the customers on the issuer side of the industry is influenced by the 
number and types of investors to which a CRA can provide access. In this way, each 
CRA operates as a platform which offers access to a network of issuers and 
investors as illustrated by the following diagram. 

                                                
49

 See for example, Carlton and Perloff, Modern Industrial Design, Fourth Edition, Chapter 6; Whish and Bailey, 
Competition Law, Sixth Edition at pages 560-567; Geradin, Layne-Farrar and Petit, EU Competition Law and 
Economics, 2012 paragraph 2.49 and sources cited therein.  
50

 As discussed in Section 4 below. 
51

 See Section 5 below. 
52

 As set out in Annex I Section B 3c of the 2013 amendments to the CRA Regulation referred to in Section 5 below. 
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Diagram 1: CRAs as platforms 

 

Subscribers

InvestorsIssuers CRAs

Sell sideSell side Buy sideBuy side

 
 

Source: ESMA 

 
 

126. Looking at the CRA industry as a series of platforms operated by different CRAs 
helps us to understand why the industry is characterised by the existence of only a 
few firms. Issuers want to use those CRAs which are recognised by the largest 
number of relevant investors and investors want to use the CRAs who can offer the 
greatest coverage of the issuers and instruments they are interested in. 

 
127. The interdependent nature of demand in such industries can make effective 

regulation challenging as measures designed to improve the functioning of one part 
of the industry, such as fee supervision, will also impact, and may have unintended 
consequences for, other parts of the industry.53

 This has been widely recognised, 
including by Professor Jean Tirole, who has suggested that the role of the regulator 
in these kinds of industries should be to make sure that there is a level playing field 
for different platform operators, to ensure that they do not abuse their market power 
or use their market position to restrict market entry. This in turn helps to ensure that 
platform industries can operate in a way which serves the interests of the wider 
economy. 54  

3.3.3 Competition between CRAs 
 

128. In industries characterised by the existence of multiple platforms, firms compete 
on the size and coverage of the network they can offer. In this way, CRAs compete 
to offer issuers exposure to the widest range of relevant investors and to offer 
investors broad coverage of rated entities and instruments. 

 

                                                
53 Maximizing Competition in the Case of Two-Sided Markets, Kaushal Sharma, Shanker Singham, Jul 27, 2010, 
Competition Policy International, available at: https://www.competitionpolicyinternational.com/maximizing-competition-in-
the-case-of-two-sided-markets/, last accessed 26.08.2015. 
54

 See for example, http://www.ft.com/cms/s/0/7c0f1c7a-5485-11e4-bac2-00144feab7de.html#axzz3hHfxGo8v, last 
accessed 29.07.2015. 

file:///C:/Users/lbailey/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/EQLBJ6N8/:%20https:/www.competitionpolicyinternational.com/maximizing-competition-in-the-case-of-two-sided-markets/
file:///C:/Users/lbailey/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/EQLBJ6N8/:%20https:/www.competitionpolicyinternational.com/maximizing-competition-in-the-case-of-two-sided-markets/
http://www.ft.com/cms/s/0/7c0f1c7a-5485-11e4-bac2-00144feab7de.html#axzz3hHfxGo8v
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129. Responses to the Call for Evidence from issuers and investors showed that they 
were not really aware that CRAs were actively competing with each other.55 However, 
some recognised that CRAs could compete on a number of parameters. Quality, 
variety and the geographic coverage of the services offered were stated to be the 
biggest selling points of the largest CRAs operating globally. In addition, the fees 
charged for credit ratings and related services were also a factor.56 These parameters 
were also identified by almost all of the CRAs that responded to the Call for 
Evidence.57 

 
130. The CRA industry supports a number of competing platforms, with some smaller 

CRAs specialising in ratings of particular types of instrument or particular geographic 
areas and larger CRAs seeking to offer global coverage. This does not appear to 
have changed since the entry into force of the CRA Regulation in the EU.  

 
131. Responses to the Call for Evidence confirm that many issuers and investors use 

more than one CRA.58 This may be partially as a result of market preferences and 
partly due to regulatory measures requiring certain instruments to have multiple 
credit ratings.59  

 
132. However, some respondents to the Call for Evidence noted that in their view they 

saw little benefit to more than a handful of CRAs offering ratings for all asset classes 
at EU level and a number of smaller specialist CRAs which can offer particular 
expertise in rating certain industries or instruments or in particular geographic 
areas.60 ESMA notes that it is not uncommon for industries which accommodate 
competing platforms to tip towards monopoly as the industry reaches maturity and 
considers this issue in more detail in Section 3.5 below. 

3.3.4 Barriers to market entry 
 

133. Before a firm can start to compete against other firms in a given market, it must 
first enter that market. In many industries, it is not possible to simply start operating, 
due to the existence of barriers to market entry. These general barriers to entry can 
include legal barriers, such as compliance with regulation, as well as economic 
advantages such as economies of scale,61 costs and network effects.62 Some of the 
main entry barriers faced by firms wishing to establish themselves as CRAs are 
regulation,  as well as the need to establish a customer base to overcome the 
network effects present in the industry. 63  These are presented in the paragraphs 
below. 

 
134. In order to be registered as a CRA, firms need to be able to demonstrate 

compliance with the requirements of the CRA Regulation. ESMA assesses 

                                                
55

 Issuer responses to questions 25 and 26 of the Call for Evidence, Investor responses to question 26 of the Call for 
Evidence.  
56

 CRA responses to question 19 of the Call for Evidence, Issuer responses to questions 25 and 26 of the Call for 
Evidence. 
57

 CRA responses to question 19 of the Call for Evidence. 
58

 Issuer responses to questions 3-5 of the Call for Evidence, Investor responses to question 16 of the Call for Evidence. 
59

 See for example the requirement of Article 8c of the CRA Regulation, the impact of which is considered in Section 6 
below. 
60 

Issuer responses to questions 25 of the Call for Evidence, Investor responses to question 25 of the Call for Evidence.  
61

 See Case 27/76 United Brands v Commission [1978] 1CMLR 429. 
62

 See for example the Commission Notice, Guidance on its enforcement priorities in applying Article 82 of the EC Treaty to 
abusive exclusionary conduct by dominant undertakings,  OJ C 45, 24.2.2009, page 7ï20 at paragraph 17 available at: 
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52009XC0224(01)&from=EN, last accessed 26.08.2015 
63

 Investor responses to question 25 of the Call for Evidence, CRA responses to questions 20 and 23 of the Call for 
Evidence. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52009XC0224(01)&from=EN
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applications for registration in accordance with the Commission Delegated 
Regulation regarding regulatory technical standards for the registration and 
certification of CRAs.64 In some cases, CRAs needed to invest in the development of 
methodologies and analytical capacity or appoint additional staff in order to fulfil the 
requirements for registration, for example to provide a supervisory board or to put in 
place an independent compliance function.65  

 
135. Responses to the Call for Evidence also suggest that the on-going costs of 

compliance with the CRA Regulation are significant for a number of CRAs after 
registration. For example, some respondents highlighted the costs associated with 
establishing and updating the IT systems needed to provide reports to ESMA.66 

 
136. The need to establish a network of customers has also been recognised by 

market participants as a barrier to entry. These kinds of barriers to entry are not 
uncommon in markets where supply and demand are interdependent. In general, 
respondents to the Call for Evidence explained that new entrants need to build up 
their reputation based on the quality of their credit ratings.67 This will in turn help new 
entrants to gain acceptance amongst investors, which enables issuers to appoint 
them to rate their entities or instruments. 68   

 
137. The barriers to entry identified are necessary in order to ensure the issue of high 

quality independent credit ratings. Indeed, the standards imposed by the CRA 
Regulation are intended to prevent CRAs from reducing the quality of their credit 
ratings in order to win business, and so seek to avoid the recurrence of events which 
harmed issuers and users of SFI ratings during the financial crisis.  

3.4 Market definition and market power 

3.4.1 Market definition 
 

138. As noted above, one of the key concerns arising in oligopolistic markets is that 
firms may be able to exercise market power to increase prices or reduce quality or 
output. Market definition exercises can be a useful tool in developing an 
understanding of industry dynamics by assessing the degree of competition which 
exists in particular markets. 

 
139. Market definition exercises seek to establish the nature and scope of the market 

for a particular product or service and the geographic extent of that market. The 
extent of a product market can be established by determining which products and 
services are seen as interchangeable or substitutable in the eyes of the users of 
those products and services because of their characteristics, prices and intended 
uses. The geographic scope of a market for a particular product or service can then 

                                                
64

 Commission Delegated Regulation 449/2012 of 21 March 2012 with regard to regulatory technical standards on 
information for registration and certification of credit rating agencies, OJ L 140/32 of 30.5.2012 referred to in footnote 
30 above. 
65

 CRA responses to question 17 of the Call for Evidence. 
66

 CRA responses to question 17 of the Call for Evidence. 
67

 Issuer responses to the Call for Evidence questions 25 and 26 Investor responses to the Call for Evidence question 
25. 
68

 Issuer responses to the Call for Evidence questions 25 and 26 Investor responses to the Call for Evidence question 
25. 
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be established by determining the area in which the conditions of competition are 
sufficiently similar to each other. 69  

 
140. A hypothetical monopolist test is often used to carry out this assessment. The test 

asks the customers of a firm how they would respond to a small but significant 
increase in price of around 5-10% of a particular product or service. In general terms, 
if they would switch to another provider or another product or service or to a provider 
in another geographic area, then that product or service or that other geographic 
area should be considered as forming part of the same market. 

 
141. It is recognised that the results of this test can be misleading in cases where firms 

have significant market power as they may already have raised prices significantly 
above competitive levels. This means that some customers may cease to buy from 
the firm, or to buy the product or service at all if faced with any further price 
increases. Care must be taken in interpreting the results of this test in such cases, as 
they may tend to suggest that other products are closer substitutes for the product or 
service in question than they actually are. 

 
142. In the Call for Evidence, ESMA asked issuers and entities seeking credit ratings 

how they would respond to a 5-10% increase in the price of credit ratings.70 In this 
case, only a few issuers said that they would consider switching to an alternative 
CRA in response to a 5-10% increase in the prices of credit ratings.71 A number said 
that they would challenge a further increase in fees and try to negotiate but 
expressed concerns that they would ultimately be forced to accept such an 
increase.72 

 
143. Recent price increases by the three largest CRAs operating globally could be 

used as a natural experiment for these purposes as more than half of the issuers 
who responded to the Call for Evidence reported increases in fees ranging from 1% 
a year to 300% between 2010 and 2015.73

 Although a number of issuers said they 
would consider using an alternative CRA in response to a 5-10% increase in price in 
principle; it appears that none of the issuers surveyed actually did so in practice. 74 

 
144. This suggests that there may be markets for individual credit ratings sought by 

issuers. This is understandable as the type of rated instrument chosen by an issuer 
or investor is important to them and is selected by them to meet a specific need, for 
example to raise funds or to comply with the terms of an investment mandate. It 
could therefore be argued that markets for credit ratings should be defined by type of 
entity rated or type of instrument rated within an asset class.  

 
145. In terms of the geographic markets for credit ratings, there was no suggestion in 

the responses to the Call for Evidence that issuers would switch to a CRA offering 
credit ratings in a different geographic area in response to a 5-10% increase in 

                                                
69

 The European Commission and National Competition Authorities regularly carry out such exercises as a part of 
their competition ingestions. More information about the market definition exercise they use is available in the 
Commission notice on the definition of the Relevant Market for the purposes of Community competition law, OJ C 
372, 09.12.1997, at page 5, last accessed 29.07.2015. 
70

 The Call for Evidence and the market definition exercise considered below relates only to issuer-pays credit ratings, 
given that the investor-pays model is not currently as widely used as the issuer- pays model. However, the same 
principles could be applied in order to determine the scope of the markets for investor-pays ratings and ratings issued 
by subscription. 
71

 Issuer responses to question 9 of the Call for Evidence. 
72

 Issuer responses to question 9 of the Call for Evidence. 
73

 Issuer responses to questions 8 and 9 of the Call for Evidence. 
74

 Issuer responses to question 9 of the Call for Evidence. 

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31997Y1209%2801%29:EN:NOT
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price. 75  Indeed, it appears that the type and the location of the entity issuing or 
investing will have an impact on the CRA from which they would seek a credit rating. 
For example, an SME based in Italy might be unlikely to seek a credit rating from a 
CRA which did not operate in Italy on account of their knowledge of local market 
conditions and regulations as well as for practical and linguistic reasons. Similarly, 
companies operating in a number of different EU Member States might be likely to 
seek credit ratings from CRAs with a wider reach so as to be able to attract investors 
from multiple Member States. In addition, entities operating internationally and 
wishing to attract global investors may seek credit ratings from CRAs which could 
offer access to these kinds of investors. 

 
146. On this basis, it seems that there may be different types of geographic market to 

consider. There are national markets within the EU, for example for SME issuers 
seeking credit ratings on their entities and instruments who wish to attract local 
investors in their Member State. There are also international markets for companies 
and issuers who seek credit ratings on their entities and instruments to attract 
investors throughout the EU as well as internationally.  

3.4.2 Market power  
 

147. One reason for considering the extent of the different product and geographic 
markets which might exist in the CRA industry is to assess whether the CRAs active 
in each of these markets are able to exercise market power. A firm has market power 
if it is able to profitably raise prices above competitive levels over time or to restrict 
the choice or quality of products and services available.  

 
148. Where a firm is able to exercise significant market power, they may be found to 

hold a dominant position in individual product or geographic markets within the EU. 
Holding a dominant position means that a firm has a special responsibility under 
Article 102 of the Treaty on the Functioning of the European Union (TFEU) not to 
allow its conduct to impair genuine undistorted competition.76  Article 102 of the TFEU 
gives a number of examples of conduct which may amount to an abuse of a 
dominant position including imposing unfair prices or trading conditions on 
customers, or limiting markets or technical development to the prejudice of 
consumers.77 

 
149. Market shares can be a useful first indication of whether a firm might have market 

power and be found to have a dominant position in a given product market or 
geographic area for the purposes of the application of EU competition law. As every 
industry is different, there are no set rules as to the level of market share which is 
indicative of a dominant position. However, the case law of the Court of Justice 
recognises that a market share of 50% may indicate that a firm holds a dominant 
position78 and that, depending on the nature of the market in question, a 40% market 
share may be indicative of a dominant position.79 

 

                                                
75

 Issuer responses to question 9 of the Call for Evidence. 
76

 Case 322/81 NV Nederlandsche Banden Industrie Michelin v Commission of the European Communities [1983] 
ECR 3461 at paragraph 57. 
77 Consolidated version of the Treaty on the Functioning of the European Union OJ C 326, 26.10.2012, pages 47ï
390, available at: http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN, last 
accessed 03.09.2015.  
78

 Case C-62/86 [1991] AKZO v Commission [1991] ECR I-3359, [1993] 5 CMLR at paragraph 60. 
79

 Case C-95/04P British Airways plc v Commission [2007] ECR I-2331 [2007] 4 CMLR 982. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN
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150. The market shares of CRAs can be calculated by reference to the number of 
credit ratings sold in the relevant product and geographic market or the revenues 
generated from credit ratings provided in those markets. For the purposes of this 
Technical Advice ESMA has used each CRAôs share of supply of the total ratings 
reported under the categories of asset classes used by the CEREP database as an 
estimate of their likely market shares. The tables presented here are therefore 
subject to the caveats provided regarding the scope of the CEREP data highlighted 
above, that data relating to SFIs and covered bonds are reported at issue level 
whereas for all other categories, data is reported at issuer level.80  

 
151. Although this does not allow for the calculation of the share of supply in all of the 

product and geographic markets identified in Section 3.4.1 above, responses to the 
Call for Evidence suggest that these wider categories may still be meaningful as they 
are used by the largest CRAs operating globally to track their competitive positions.81 

 
152. Once CRAs start reporting to ESMA pursuant to Commission Delegated 

Regulations regarding the European Rating Platform 82  and regarding the fees 
charged by CRAs,83 ESMA will be provided with data which will allow it to calculate 
each CRAôs share of the credit ratings issued for each instrument within an asset 
class and the revenues generated from each asset class.84 

 
153. Figure 11 below shows the evolution of CRAsô EU wide share of supply of credit 

ratings outstanding for each of the categories of asset class reported to CEREP. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                
80

 See Section 3.2 above regarding the data reported at issuer level for corporate and sovereign and sub sovereign 
credit ratings and at issue level for the other CEREP categories. 
81

 CRA responses to questions 21 and 22 of the Call for Evidence. 
82

 Commission Delegated Regulation (EU) 2015/2 of 30 September 2014 supplementing Regulation (EC) 
No 1060/2009 of the European Parliament and of the Council with regard to regulatory technical standards for the 
presentation of the information that credit rating agencies make available to the European Securities and Markets 
Authority, OJ L 2, 6.1.2015, p. 24ï56, available at  http://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32015R0002&from=EN, last accessed 26.08.2015. 
83

 Commission Delegated Regulation (EU) 2015/1 of 30 September 2014 supplementing Regulation (EC) 
No 1060/2009 of the European Parliament and of the Council with regard to regulatory technical standards for the 
periodic reporting on fees charged by credit rating agencies for the purpose of ongoing supervision by the European 
Securities and Markets Authority, OJ L 2, 6.1.2015, p. 1ï23 referred to in footnote 38 above.  
 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015R0002&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32015R0002&from=EN
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Figure 11: EU-wide share of supply for each CEREP category 
 

 
Source: CEREP, ESMA 

 
154. This figure shows that the three largest CRAs operating globally have the highest 

shares of supply in the corporate financial, sovereign and sub-sovereign, structured 
finance and covered bond categories. This reflects the overall EU-wide market share 
calculations for the purposes of Article 8d, which are carried out on the basis of 
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revenues generated from credit rating activities and ancillary services rather than on 
the number of credit ratings outstanding.85  

 
155. However the share of supply charts are also able to provide further insights. They 

demonstrate how the three largest CRAs are stronger in some areas than others, 
with S&P holding the largest share of supply for corporate insurance and corporate 
financial credit ratings and Moodyôs holding the largest share of sovereign and sub-
sovereign credit ratings and rated covered bonds. Fitch holds around a 20% share of 
supply of credit ratings issued in most of these categories, although it has a higher 
share of structured finance ratings and a significantly lower share of corporate 
insurance ratings, where it supplies less than less than 10% of ratings according to 
the CEREP data.   

 
156. The charts also show that other CRAs have a relatively large share of the supply 

of ratings for certain categories such as GBB in the corporate financial category86 and 
AM Best in the corporate insurance category. 

 
157. Regarding the corporate non-financial category, as noted in Section 3.2 above, 

the proportion of outstanding credit ratings appears much higher for CRAs whose 
customer base consists mainly of smaller corporations. To address this issue, the 
following figure therefore provides the share of supply of corporate non-financial 
credit ratings issued by all CRAs registered in the EU excluding CERVED and ICAP. 

  

                                                
85

ESMA2014/1583 Credit Rating Agencies Market Share Calculations for the purposes of Article 8d of the CRA 
Regulation, 22 December 2014, available at: http://www.esma.europa.eu/system/files/2014-
1583_credit_rating_agencies_market_share_calculation_2014.pdf, last accessed 29.07.2015. 
86

 ESMA notes however that these ratings are a condition for inclusion in the deposit protection fund required by 
German law. 

http://www.esma.europa.eu/system/files/2014-1583_credit_rating_agencies_market_share_calculation_2014.pdf
http://www.esma.europa.eu/system/files/2014-1583_credit_rating_agencies_market_share_calculation_2014.pdf
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Figure 12: Share of supply of corporate non-financial ratings issued by all CRAs 
excluding CERVED and ICAP 

 

 
Source: CEREP, ESMA 

 
158. This chart shows that once CERVED and ICAP are removed, the three largest 

CRAs operating globally also supply the vast majority of corporate non-financial 
credit ratings. Scope is also starting to make an impact in this category, with an 
almost 5% share of supply in 2014.87 

 
159. The charts show how the share of supply for each category of credit ratings has 

evolved between 2009 and 2014. In general, they show that smaller CRAs and new 
entrants have been increasing their share of supply in most categories, with the 
exception of structured finance and covered bond ratings, where DBRS has started 
to supply a small number of the total credit ratings outstanding. On the basis of the 
information available, it appears that smaller CRAs and new entrants have made the 
most impact in the corporate financial and non-financial segments during this period.  

 
160. Given the scope of the CEREP data as highlighted in Section 3.2 above, it is 

difficult to draw any firm conclusions from these charts as to the degree of market 
power CRAs are able to exercise in different categories of credit ratings. However, 
responses to the Call for Evidence showed that most issuers obtain two credit ratings 
for some types of instrument88 and some obtain three.89 This may suggest that in 
some cases the three largest CRAs operating globally may all be issuing credit 
ratings on certain instruments or entities, which could mean that there is little 
effective competition between them. 

 
161. As noted in subsection 3.4.1 above regarding market definition, the responses to 

the Call for Evidence regarding price increases seem to reflect that the three largest 

                                                
87

 Please note that this is revised data submitted by Scope which will be included in the next update of the CEREP 
database. 
88

 Issuer responses to questions 3-5 of the Call for Evidence. 
89

 Issuer responses to questions 3-5 of the Call for Evidence. 
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CRAs operating globally are able to impose regular price increases on their 
customers without this resulting in a significant loss of business, which tends to 
suggest that these CRAs have a certain amount of market power within the EU. 

 
162. ESMA has considered CRAsô share of the supply of credit ratings in each Member 

State within the EU in order to better understand which CRAs might be able to 
exercise market power in each of these geographic markets. The following figures 
present the results of this exercise for the five EU Member States with the largest 
number of outstanding credit ratings in the CEREP database. They present the 
situation in 2009 and 2014 in order to demonstrate how the markets have changed 
over time. 

 
163. Figure 13 below shows each CRAôs share of supply for each category of credit 

ratings reported to CEREP for Germany in 2009 and 2014. 
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Figure 13: Germany ï Share of supply for each CEREP category by CRA in 2009 and 
2014 

 

 
Source: CEREP, ESMA 
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164. The figure shows that in both 2009 and 2014 GBB had by far the highest share of 
supply of corporate financial ratings in Germany.90 During this period S&P was the 
market leader in the corporate insurance category, with AM Best holding the second 
largest share of supply at around 20%. S&P was also the market leader in the 
corporate non-financial category in 2014. Scope developed a strong position in this 
category, with almost 20% of the total share of supply in 2014.91 Creditreform also 
performed well here, with a 15% share of supply in 2014. Moodyôs was the market 
leader for the supply of covered bond ratings during this period whereas Fitch rated 
the largest amount of SFIs. 

 
165. Figure 14 below shows each CRAôs share of supply for each category of credit 

ratings reported to CEREP for Spain in 2009 and 2014. It shows Moodyôs was the 
market leader in three categories during this period with over 40% of the share of 
supply of sovereign and sub-sovereign ratings and structured finance ratings and 
nearly 60% of covered bond ratings. In 2014 Fitch supplied the highest number of 
corporate financial ratings in Spain, although DBRS had an approximate share of 
supply of 15% in this category in 2014. AM Best became the biggest provider of 
corporate insurance ratings during this period and Axesor gained a 40% share of 
supply in the corporate non-financial ratings category. 

  

                                                
90

 See footnote 78 above regarding the position of GBB. 
91

 Please note that this is revised data submitted by Scope which will be included in the next update of the CEREP 
database. 
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Figure 14: Spain ï Share of supply for each CEREP category 
 

 
Source: CEREP, ESMA 
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166. Figure 15 below shows each CRAôs share of supply for each category of credit 
ratings reported to CEREP for France. 

 
167. In 2014, S&P held the largest share of supply in all six CEREP categories in 

France, ranging from 36% in the structured finance category to over 60% in the 
corporate insurance category. AM Best performed well in the corporate insurance 
category here with nearly 20% of the share of supply. DBRS entered the corporate 
financial, corporate non-financial, sovereign and structured finance categories during 
this period and Scope has also entered the corporate financial and corporate non-
financial categories. 
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Figure 15: France ï Share of supply for each CEREP category 
 

 
Source: CEREP, ESMA 

  






















































































































































