
 

  1 
 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

  

 

Response to the Targeted Consultation on the 

Functioning of the ESG Ratings Market in the 

European Union and on the Consideration of ESG 

Factors in Credit Ratings 
03.06.2022 



 

  2 
 

 

I. Use of ESG ratings and dynamics of the market  

The study identified a rapid growth in global assets committed to sustainable and responsible 
investment strategies over the last decade, which is forecast to continue as sustainable investing 
becomes fully integrated into asset management. 

This leads to higher demand by investors for ESG ratings to help them decide on particular investment 
strategies. 

The study identified two key trends over the past five years - being consolidation and reinforcement of the 
established ESG ratings providers, and growth in the overall number of providers due to new market 
entrants.  

The study also highlighted that it is challenging for new market entrants to replicate and compete with 
the larger providers due to high initial level of investment needed to cover a broad range of ESG 
issues, with as many as a thousand data points, across thousands of companies. 

Questions for investors, asset managers and benchmark administrators  

Do you use ESG ratings?  
Single option only 

☐   Yes, very much  

☐   Yes, a little  

☐   No  

☒   Don’t know / no opinion / not applicable  

Please explain your answer:  

  

As a trade association, we do not use ESG ratings directly but many of our asset manager members do. Our 

members also include securities service providers who may offer ESG reporting services that include ESG 

scores and ratings.  

 

Our members have reported that ESG ratings are used to supplement raw ESG data as part of an evaluation 

process of companies but ESG ratings are generally not used in isolation. ESG metrics around climate data, 

Paris Agreement alignment and other social/governance factors play a key part of the overall ESG reporting. 

 

ESG scores and ratings represent a very high-level assessment of a company, and even more so when 

aggregated at fund/portfolio level.  The scores and ratings do not do enough to represent an opinion.  The 

purpose of ESG ratings is to assist research into the underlying E, S and G implications for a given company.  

The score itself has very little meaning as a stand-alone data point and should be viewed as one of the inputs 

to the investment process rather than an output.  

 

Product level ESG scores and ratings can be used for peer or benchmark comparison purposes. However, in 

order to get a more in depth understanding of the sustainability profile of the funds further research and 

analysis is required.   

 

Ratings are sometimes used as ‘sense check’ on a portfolio to ensure stock selection broadly aligns with stated 

objectives. 
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Until the market matures substantially, it is unlikely that ESG ratings by themselves will be sufficient for robust 

green ratings comparable to robust credit ratings. Therefore, it may be reasonable to expect an increase in 

the use of raw data from ESG ratings to help inform the potential development of internal green ratings, akin 

to internal credit ratings, for investment decision making and reporting.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Which type of ESG ratings do you use?  

ESG ratings providing an opinion on companies:  

Please select as many answers as you like  

☒   ESG ratings providing an opinion on opportunities  

☒   ESG ratings providing an opinion on the compliance of companies with frameworks and 

rules 

☒   Exposure to and management of ESG risks  

☒   ESG ratings providing an opinion on a company performance towards certain objectives  

☒   ESG ratings providing an opinion on the impact of companies on the society and environment  

☒   ESG ratings providing an opinion on the ESG profile of the company  

☐   Other  

Please specify to what other ESG ratings providing an opinion on companies you refer:   

The above list is comprehensive and covers the main uses we have identified. The list illustrates very well 

how the scores and ratings are designed to incorporate many different factors and methodologies. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

ESG ratings providing an opinion on:  

Please select as many answers as you like  

☒   Investment funds  

☒   Other financial products  

 

ESG ratings providing an opinion on investment funds  

ESG ratings providing an opinion on investment funds:  

Please select as many answers as you like  

☒   Exposure to and management of ESG risks  

☒   Impact on the society and environment  

☒   ESG characteristics  



 

  4 
 

☐   Other specialised ratings  

Please specify to what other specialised ratings you refer:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

ESG ratings providing an opinion on investment funds  

Please specify to what other financial products you refer:  

  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

ESG ratings providing an opinion on the other financial products you listed above:  

Please select as many answers as you like  

☒   Exposure to and management of ESG risks  

☒   Impact on the society and environment  

☒   ESG characteristics  

☐   Other specialised ratings  

Please specify to what other specialised ratings you refer:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

To what degree do you use ESG ratings in investment or other financing decisions on a scale of 

from 1 to 10?  

Single option only 

(1 = very little, 10 = decisive) 

 

☐   1 - very little  

☐   2  

☐   3  

☐   4  

☐   5  
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☐   6  

☐   7  

☐   8  

☐   9  

☐   10 - decisive  

☒   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

  

Since we do not use ratings directly and are responding on behalf of our members, we cannot give an exact 

weighting.  

 

The range of investment mandates is very broad and diverse and different portfolio managers will use ESG 

ratings data in different ways as permitted under the different investment mandates. To illustrate this, consider 

a global bond portfolio – these portfolios rely heavily on credit rating analysis. However, orthogonal data (non-

financial and unstructured ESG data, including climate risk data under “E”) is playing an increasingly important 

role. While the ESG score may not be useful as a single data point, the underlying data that is used to read 

an aggregate ESG score may prove valuable. Therefore, it must be reliable if it is used in investment decision 

and reporting processes. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you use overall ESG ratings or ratings of individual Environmental, Social or Governance 

factors?  

Single option only 

☐   Overall ESG ratings  

☐   Ratings of an individual Environmental, Social and Governance factors 

☐   Ratings of specific elements within the Environmental, Social and Governance factors 

☒   Other types 

 

☐   Don’t know / no opinion / not applicable  

Please specify to what other type(s) of ESG ratings you refer in your answer:  

  

All of the above are relevant. It is the underlying factors that are most useful to determine ESG impact and 

outcomes. Good examples for E are carbon emissions and carbon intensity. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
Please explain your answer:  

  

In addition to above climate side forward looking analysis plays an important part too. Companies ’ carbon 

trajectory based on historical data but also based on future commitments are important data points outside 

of just looking at the overall E rating/score. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 
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Do you buy ESG ratings as a part of a larger package of services?  

Single option only 

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  

If you responded yes to the previous question, what other services do you buy?  

  

Our members would typically purchase other ESG data from the same providers that provide ESG ratings, 

as they are also the same vendors selling the other relevant ESG data. This includes market climate data 

and research, Taxonomy and SFDR PAIs, as well as ESG data for other asset types outside public listed 

companies especially on real estate and private asset side. 

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

If you responded yes to the previous question, do you consider that buying ESG ratings as a part 

of a larger package would give rise to potential conflicts of interests?  

  

Conflicts of interest may arise and therefore need to be identified, monitored and managed, consistent with 

regulatory frameworks financial market participants are subject to. We do not typically see a potential conflict 

of interest in the cases outlined above, as asset managers are simply buying a wide range of data from the 

provider in relation to their portfolio/target companies. There is no incentive to alter the data on a particular 

investee company in return for more services in the same way that there would be if the provider was selling 

services directly to the investee company itself that was in turn being rated. Asset managers are looking for 

an objective assessment of investee companies in order to feed into their analysis. A conflict of interest could 

arise if the rating agency is providing services to the same company it is rating (e.g. ESG rating provider is a 

subsidiary of a wider company that is subject to rating). Therefore, transparency is called for in order to 

identify, monitor and manage such conflicts of interest. 

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
What are you using ESG ratings for?  

Please select as many answers as you like  

☒   As a starting point for internal analysis  

☒   As one of many sources of information that influence the investment decisions  

☐   To meet regulatory or reporting requirements  

☐   As a decisive input into an investment decision  

☐   As a reference in financial contracts and collaterals  

☒   For risk management purposes  

☐   Other(s)  
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If you use ESG ratings for other purposes, please specify which ones:   

 

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain your answer:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

As a benchmark administrator, how do you take into account ESG ratings for the construction of 

a benchmark and/or in disclosures around a benchmark?   

 

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you refer to ESG ratings in any public documents or materials?  
Single option only 

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable  

If you responded yes to the previous question, please specify the type of documents of 

materials:   

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
What do you value and need most in ESG ratings?  

Please select as many answers as you like  

☒   Transparency in data sourcing and methodologies  

☒   Timeliness, accuracy and reliability of ESG ratings  

☒   Final score of individual factors  

☒   Aggregated score of all factors  

☒   Rating report explaining the final score or aggregated score  

☒   Specific information, please explain  

☒   Data accompanying rating  

☐   Other aspects  
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If you responded ‘other aspects’ to the previous question, please explain why:  

  

N/A 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain your answer:  

  

Transparency in data sourcing, materiality maps and methodologies are important. ESG scores and ratings 

are meaningless numbers unless supported by the reasons for those scores. 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

To what degree to you consider the ESG ratings market to be competitive and allows for choice 

of ESG rating providers at reasonable costs?  

Single option only 

(1 = not competitive, 10 = very competitive)  

☐   1 - not competitive  

☐   2  

☐   3  

☐   4  

☐   5  

☒   6  

☐   7  

☐   8  

☐   9  

☐   10 - very competitive  

☐   Don’t know / no opinion / not applicable 

Please explain your answer:  

 

Scores and ratings are generally reasonably priced.  This is because they are ‘headline’ information only and 

have limited value in terms of their use in a fundamental analysis process.  It may be that they are priced 

attractively as an incentive for users to purchase additional products from the same vendor such as the 

relatively more expensive data sets, which can be multiples of the cost of ratings, and which are required by 

investors in order to fulfil their disclosure obligations. 

 

However, the in-depth underlying ESG information can be expensive. Moreover, the quality assurance on 

such data, including lineage and methodological transparency, can make it onerous on users to distinguish 

between high or poor quality vendors unless one expends considerable effort, time and money.  



 

  9 
 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

 

Questions for companies subject to ratings  

N/A 

 

Questions for all respondents  

Do you consider that the market of ESG ratings will continue to grow? 

Single option only 

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  

If you responded ‘yes’ to the previous question, to what extent do you expect the following 
factors to be decisive, on a scale from 1 to 10?  

(1 = not at all, 10 = very much) 

 1 2 3 4 5 6 7 8 9 10 Don't 

know -
no 

opinion 
– not 

applica
ble 

Growth in 

demand from 

investors in 

ratings of 

companies for 

their 
investment 

decisions 

☐ ☐ ☐ ☐ ☐ ☐ ☒ ☐ ☐ ☐ ☐ 

Growth in 

demand from 

companies in 

ratings 

including on 

rating future 

strategies 

☐ ☐ ☐ ☐ ☐ ☐ ☒ ☐ ☐ ☐ ☐ 
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Further 

standardisati

on of 

information 

disclosed by 

companies 

and other 

market 

participants 

☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☒ 

Other ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ 

 

 

Please specify what other reason(s) you see for this market to continue to grow:  

  

We see continued demand for ESG data more generally and ESG ratings as part of that, particularly demand 

for the underlying analysis and data driving the rating. Opimas has estimated an annual growth of 20% of 

ESG data and of 35% for indices in 2022 and noted that 60% of ESG data spending is driven by EU regulatory 

developments. Its report also showed that asset managers are the heaviest spenders of ESG data products 

(59%) (ESG Data Market: No Stopping Its Rise Now (opimas.com). 

 

According to Opimas, the growth of the ESG data market has been supported by regulatory developments, 

notably in the EU where ESG considerations are now part of institutional investors‘ fiduciary duty.  

 

Further standardisation of ESG data will improve investor confidence.  However, the standardisation is 

required at a granular factor level in respect of the sustainability reporting standards, not for the overall ESG 

scores and ratings, where there will always be an element of subjectivity.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Are you considering using more ESG ratings in the future?  
Single option only 

☐   Yes, to a large degree  

☒   Yes, to some degree  

☐   No  

☐   Don’t know / no opinion / not applicable 

If you responded ‘yes’ to the previous question, please explain why:  

  

Our members consider that the ESG scores and ratings have a role in research and discovery of ESG 

aspects. However, they are not a determinant (e.g. output) and should not be used in isolation (e.g. one of 

the inputs to the investment process).  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
 
 

http://www.opimas.com/research/547/detail/#:~:text=In%20total%2C%20Opimas%20estimates%20the,US%241%20billion%20by%202021.
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If you responded ‘no’ to the previous question, please explain why:   
 

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you mostly use ESG ratings from bigger or larger market players?  

Single option only 
 

☐   Exclusively from large market players  

☐   Mostly from larger market players  

☐   Mixed  

☐   Mostly from smaller market players  

☐   Exclusively from smaller market players  

☒   Don’t know / no opinion / not applicable  

 

If you use mostly or exclusively ratings from large ESG rating providers, what are the main reasons for 
this?  

  

As we are responding on behalf of an industry, we cannot give a definitive answer as the situation will vary 

depending on the portfolio and specific needs.  

 

Larger market players have greater recognition across the industry. Typically, they also have greater financial 

resources to undertake large universes of companies and may provide greater quality assurance, although 

this is not always easily to evidence.  On public listed companies we can see the market mainly using data 

and ratings from larger ESG vendors.  

 

However, we note that on unlisted/PERE side, we see asset managers using smaller players due to lack of 

data and niche offerings. Smaller players are usually used where they have a unique proposition.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider there is a sufficient offer of ESG ratings from providers located in the European 

Union?  

Single option only. 
 

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  
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If you responded ‘yes’ to the previous question, please explain why:  

 

There are already many ESG ratings providers in the market. The challenge as we see it is not so much the 

quantity of providers but the quality, consistency and coverage of data underpinning the ratings. One of our 

concerns is that as consolidation takes place, users do not experience large price rises which they can only 

absorb if they pass them on through the supply chain to end consumers of their products and services. This 

could, for instance, happen if a new regulatory regime became prohibitive for smaller players.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
If you responded ‘no’ to the previous question, please explain why:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Finally, do you use other types of ESG assessment tools than ESG ratings (e. g. controversy 

screening, rankings, qualitative assessments, etc.)?  

Single option only. 

 

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  

If you responded ‘yes’ to the previous question, how important are these tools in relation to the 

implementation of your investment strategies and engagement policies?  

  

On the reporting side we managers are interested in screening criteria, involvement of companies in certain 

business activities, e.g. weapons, fossil fuels, nuclear power, net-zero alignment metrics and other 

environmental metrics. On the social side, qualitative metrics, e.g. diversity of companies or involvement in 

human rights incidents, etc. are also increasingly in demand. Again, these assessment tools are used as 

inputs to an evaluation process rather than in a standalone fashion.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you believe that due diligences carried out by users of ESG research are sufficient to ensure 

an acceptable level of quality?  

Single option only. 
 

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable  
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If you replied ‘no’ to the previous question, would you see merit in refining the current definition 

of research under Directive 2014/65/EU?  

 

The lack of transparency around methodology creates a difficulty for users of ESG research to carry out 

sufficient due diligence in order to ensure an acceptable level of quality.  Without an understanding of the 

processes used to evaluate a company, including what elements of the process are entirely subjective, users 

have no way of ensuring quality.  In addition, there is no transparency regarding the level of interaction and/or 

influence by the underlying investee companies in their own ratings and such potential conflicts of interest 

also give rise to concerns regarding objectivity and resultant quality.  In addition, this research often relies on 

estimates or unaudited information provided by the investee companies which further gives rise to potential 

quality issues. 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you further believe that ESG research products have reached a sufficient level of maturity and 

comparability to allow users to fully understand the products they use?  

  

No. There is substantial evidence (through variability of ESG raw data, aggregate sub-score and aggregate 

scores) that the market is immature. ESG scores need substantial ongoing due diligence and quality 

assurance assessment by users to ensure that they are reliable. Moreover, there is little or no recourse for 

paying users for data that proves to be wrong or poor. 

 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

 

II. Functioning of the ESG ratings market  

The study identified several issues on the functioning of the ESG ratings market that may hamper its further 

development.  

In particular, there is an overall demand for greater transparency of objectives sought, methodologies adopted and quality 

assurance processes in place ESG rating providers.  

The timeliness, accuracy and reliability of the output from ESG ratings providers were also identified as issues for the 

good functioning of this market.  

Another issue identified in the study concerns the existence of biases and low correlation across ESG ratings.  

The potential for conflicts of interest, particularly associated with providers both evaluating companies and offering paid 

advisory services, was further highlighted. The study stressed that providers selling multiple products require an 

appropriate separation between departments to avoid potential conflicts of interest.  

This section aims to inform on the functioning of the ESG ratings market and potential issues that hamper its development 

and trust by market participants.  

How do you consider that the market of ESG ratings is functioning today? 

Single option only. 

☐   Well  

☒   Not well  

☐   Don’t know / no opinion / not applicable  
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Please explain your answer:  
  

The market of ESG ratings follows several decades of evolution.  For example, asset managers who signed 

the UNPRI at inception in 2006 are likely to have sophisticated means to ingest and analyse ESG data.  The 

ESG providers offer valued services that have been paid for by asset managers often over many years.  The 

‘disfunction’ is caused by a lack of transparency and understanding of the reasons why the ratings are 

different, and why they behave differently from financial data.  The solution is to use the ESG data in the way 

it’s intended, and to apply standardisation to key underlying ESG factors such as carbon emissions, 

biodiversity, water and waste, modern day slavery and human rights. It is accepted that there will always be 

an aspect of subjective judgment to ESG ratings depending on the approach of the individual rating agency 

(e.g. weightings provided to E, S and G) but the underlying data being used is where there should be further 

standardisation.  

 

5000-character(s) maximum 
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

To what degree do you consider that the following shortcomings / problems exist in the ESG 

ratings market, on a scale of from 1 to 10?  

 

(1 = very little, 10 = important) 

 1 2 3 4 5 6 7 8 9 10 Don't 

know -
no 

opinion 
– not 

applicab
le 

Lack of 

transparency 

on the 

operations of 

the providers 

☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☒     ☐ 

Lack of 

transparency 

on the 

methodologi

es used by 

the 

providers 

☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☒     ☐ 
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Lack of clear 

explanation of 

what 

individual 

ESG ratings 

measure 

☐ ☐ ☐ ☐ ☐ ☐ ☐    ☐ ☐ ☒ ☐ 

Lack of 

common 

definition of 

ESG ratings 

☐ ☐ ☒ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ 

 

Variety of 

terminologies 

used for the 

same products 

☐ ☐ ☐ ☐ ☒ ☐ ☐ ☐ ☐ ☐ ☐ 

Lack of 

comparability 

between the 

products 

offered 

☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☒ 

Lack of 

reliability of 

the ratings 

☐ ☐    ☒ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ 

Potential 

conflicts of 

interests 

☐ ☐ ☐    ☐ ☐ ☒ ☐ ☐ ☐ ☐ ☐ 

Lack of 

supervision 

and 

enforcement 

over the 

functioning of 

this market 

☐ ☐ ☐ ☐ ☐ ☒ ☐ ☐ ☐ ☐ ☐ 

Other ☐    ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ 
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If you responded ‘other’ to the previous question, please explain which ones:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

What do you think of the quality of the ratings offered, on a scale from 1 to 10?  

Single option only. 
 

(1 = very poor, 10 = very good)  

 

☐   1 - very poor 

☐   2  

☐   3  

☐   4  

☐   5  

☐   6  

☐   7  

☐   8  

☐   9  

☐   10 - very good  

☒   Don’t know / no opinion / not applicable  

Please explain why:  

  

Without further analysis being done tracking ratings over time versus various outcomes, it is not possible to 

answer this question in a general sense about ratings offered. There needs t be greater transparency on the 

methodologies in order to assess quality.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

 

If you responded ‘very poor’ or ‘poor’ to the previous question, to what degree do you consider 
that this affect your trust in the products that are offered, on a scale from 1 to 10? 
Single option only.  

(1 = no impact, 10 = very high impact)  

☐   1 - no impact  

☐   2  

☐   3  

☐   4  

☐   5  
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☐   6  

☐   7  

☐   8  

☐   9  

☐   10 - very high impact  

☒   Don’t know / no opinion / not applicable 

 
Please explain why:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that there are any significant biases with the methodology used by the 

providers?  

Single option only. 

☐   Yes  

☒   No  

☐   Don’t know / no opinion / not applicable  

If you responded yes to the previous question, please specify the biases:  

Single option only. 

☐   Biases based on the size of the company rated  

☐   Biases based on the location of the company  

☐   Other biases  

☐   Don’t know / no opinion / not applicable  

If you responded ‘other biases’ to the previous question, please explain which ones:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you think the current level of correlation between ratings assessing the same sustainability 

aspects is adequate?  

Single option only. 

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  
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Please explain your answer to question 1: 

  

If there is transparency in the methodology used, we believe the use of different methodologies is not 

necessarily a problem. Low correlation of ESG ratings is to be expected to some degree given the subjective 

nature of ESG analysis. These are research ratings and should be used as such. ESG ratings do not bear 

any relation to credit ratings, the latter measure creditworthiness largely based on non-subjective information 

(e.g. financial information) and hence there is a high correlation. Financial market participants should view 

ESG ratings as one of the inputs to the investment process as we believe there is danger in viewing them as 

an output given the very subjective nature of the aspects being rated. 

 

However, we suspect that some of the low correlation is also being driven by the fact that each provider is 

working off different investee company data or timelines and this should be addressed. Interpretation of data 

leading to low correlations is fair, using poor or out of date data on which to base an assessment would be 

inadequate. The standardisation of reportable ESG data should address this issue. There is an issue with a 

lack of transparency relating to methodologies, which should be addressed via enhanced disclosure from the 

rating agencies.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

To what degree do you consider that a low level of correlation between various types of ESG 

ratings can cause problems for your business and investment decision, as an investor or a rated 

company, on a scale from 1 to 10? 

Single option only. 

(1 = no problem, 10 = significant problem)  
 

☐   1 - no problem  

☐   2  

☐   3  

☒   4  

☐   5  

☐   6  

☐   7  

☐   8  

☐   9  

☐   10 - significant problem  

☐   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

 

If ESG ratings remain a research tool, then there is no issue with low correlation. However, if ESG ratings are 

deemed to be an investment determinant (e.g. output), which may be a mistake, then low correlation could 

become a major issue. 

 

This is an important distinction because research opinions always differ, often materially, which is why in 

markets we can usually find a buyer when there is a seller. Perhaps, there is a need to conceive of a new 

concept of “Green Ratings”, different to ESG scores, which more accurately reflect the principles of “Credit 
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Ratings”, where variation in ratings is far less pronounced. Some research also looks at concepts that are a 

subset of “Green Ratings”, isolating a single investment factor, such as “Carbon Ratings”. 

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

How much do you consider each of the following to be an issue, on a scale from 1 to 10?  

(1 = no issue, 10 = very significant issue) 

 1  2  3  4  5  6  7  8  9  10 Don't   

know - 

No   

Opinion 
- Not  

applicab
le  

There is a   

lack of 
transparency   

on the   

methodology   

and   

objectives of   

the   

respective   

ratings 

☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☒ ☐ ☐ 

The 

providers 

do not   

communicate   

and disclose   

the relevant   

underlying   

information 

☐ ☐ ☐ ☐   ☐  ☐ ☐ ☐ ☒ ☐ ☐ 

The 

providers 

use very   

different   

methodologies 

☐ ☒ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ 
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ESG ratings   

have different   

objectives   

(they assess   

different   

sustainability   

aspects) 

☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☒ 

Other issue(s) ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐ ☐      ☐ 

 

 

If you responded ‘other issue’ in the previous question, please explain which one(s):  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that a variety of types of ESG ratings (assessing different sustainability 

aspects) is a positive or negative feature of the market? 

Single option only. 

 

☒   Rather positive  

☐   Rather negative  

☐   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

  

Given the subjective and complex nature of ESG analysis, a variety or rating types is helpful. While ESG data 

points used in the rating process should be consistent, the ratings themselves cannot be fully standardised 

into single data points. Differing types of ratings and ratings methodologies can assist with informed 

investment. To encourage convergence could lead to gaps in analysis and a poorer understanding of the 

ESG profile of a company, potentially leading to poorer investment decision making and poor business 

practices.   

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

To what degree do you consider this market to be prone to potential conflicts of interests on a 

scale from 1 to 10? 

Single option only.  

(1 = very little, 10 = very much)  
 

☐   1 - very little  
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☐   2  

☐   3  

☐   4  

☐   5  

☐   6  

☒   7 

☐   8  

☐   9  

☐   10 - very much  

☐   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

  

ESG research is generally paid for by consumers rather than rated companies. The provision of consultancy 

services to a company that is also being rated is where we see the greatest potential for conflicts of interest 

to arise.  

 

As with credit ratings, governance policies of ESG scores or ratings providers need to be robust so that 

companies are not able to exert undue influence on having their ESG scores changed. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

If you consider that this market is very much prone to conflicts of interests, where do you see 

the main risks?  

Please select as many answers as you like  

☒   Where providers both assess companies and offer paid advisory service 

☐   Where providers charge companies to see their own reports  

☒  In the absence of separation of sales and analytical teams  

☒   With the ownership system of some providers, where the parent company may exert undue pressure   

or influence on the research and recommendations that a ratings provider offers  

☐   In the lack of public disclosure of the management of potential conflicts of interest  

☐   Other conflict(s) of interest  

If you responded ‘other(s) conflicts of interest’ to the previous question, please specify the 

additional risks you see:  

 

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 
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To what degree do you consider that the ESG ratings market as it operates today allows for 

smaller providers to enter the market on a scale from 1 to 10?  
Single option only. 

 

(1 = hard to enter, 10 = easy to enter)  

 

☒   1 - hard to enter  

☐   2  

☐   3  

☐   4  

☐   5  

☐   6  

☐   7  

☐   8  

☐   9  

☐   10 - easy to enter  

☐   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

  

This is a crowded market already.  It is hard to see how a start-up can offer superior ESG ratings but the 

market is still open for quality ESG data suppliers. As mentioned previously, there is scope for smaller players 

to provide niche offerings not covered by larger providers, e.g. in the PERE space.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
 
What barriers do you see for smaller providers?  

 

Key barriers relate to market recognition and coverage. Regulation could also act as a barrier if the regime 

does not take a proportionate approach for start-ups.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that the market currently allows for smaller providers who are already present 

in this market to remain competitive on a scale from 1 to 10? 

Single option only. 

(1 = does not allow, 10 = fully allows)  

 

☐   1 - does not allow 

☐   2 

☐   3 
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☒   4  

☐   5  

☐   6  

☐   7  

☐   8  

☐   9  

☐   10 - fully allows  

☐   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

  

Smaller providers would have to compete on price or content. They would be challenged to compete with 

pricing from larger players and could only achieve a price premium by providing more niche research and 

ratings in comparison with the larger providers. Consequently, smaller providers would face competitive 

challenges unless they can provide specialised, bespoke ratings services.   

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

To what degree do you consider the fees charged for ESG ratings to be proportionate to the 

services provided, on a scale from 1 to 10? 

Single option only. 

 

(1 = not proportionate, 10 = very proportionate) 

 

☐   1 - not proportionate  

☐   2  

☐   3  

☐   4 

☒   5  

☐   6  

☐   7  

☐   8  

☐   9  

☐   10 - very proportionate  

☐   Don’t know / no opinion / not applicable  
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Please explain your answer:  

  

Scores and ratings are generally reasonably priced.  This is because they are ‘headline’ information only and 

have limited value in terms of their use in a fundamental analysis process.  It may be that they are priced 

attractively as an incentive for users to purchase additional products from the same vendor such as the 

relatively more expensive data sets, which can be multiples of the cost of ratings, and which are required by 

investors in order to fulfil their disclosure obligations. However, the in-depth underlying ESG information can 

be expensive. The cost of ESG data is generally considered high.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that information on the fees charged by the providers is sufficiently transparent 

and clear? 

Single option only. 

☐   Yes  

☒   No  

☐   Don’t know / no opinion / not applicable  

If you responded no to the previous question, please specify what you consider should be the 

minimum information to be disclosed:  

  

As per our previous comment, headline pricing on ratings can be low but the user will need to purchase 

more expensive data sets associated with that and will be bound by licensing and data usage restrictions, 

all of which can increase costs. More transparency on pricing is needed.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

 

III. Questions on the need for EU intervention  

In light of the current situation and recent developments of the ESG ratings markets, and the potential issues affecting it, this 

section aims to gather stakeholder views on the need and type of a possible intervention at EU level.  

a) Need for an EU intervention 

  
Taking into account your responses to the previous sections, do you consider that there is a need 

for an intervention at EU level to remedy the issues identified on the ESG rating market?  

Single option only. 

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  
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Please explain why:  

  

Yes, we think that an intervention at EU level could assist with: 

 

• Creating a common understanding in the market as to the purpose and limitations of ESG ratings  

• Increasing the transparency of the methodologies used by providers and the sources of data 

• Brining about greater consistency in how ESG providers collect ESG data from companies and the 

frequency with which it is updated 

• Enhancing internal controls and governance (with specific focus on data governance and data 

quality) 

• Ensuring better alignment with EU ESG reporting and disclosure requirements where data 

packages are offered to meet these requirements 

• Ensuring appropriate management and disclosure of potential conflicts of interest 

• Providing greater transparency on pricing arrangements 

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

If you responded yes to the previous question, what type of intervention would you consider 

necessary? 

Single option only. 

☒   Non-regulatory intervention (e.g., guidelines, code of conduct) 

☐   Legislative intervention  

☐   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

  

The voluntary code would need to be robust and address the aforementioned points in order for it to be 

effective in increasing transparency and improving the functioning of the market.  

 

A voluntary code of conduct/guidance could act as a precursor to a regulatory framework if significant 

progress is not seen after the adoption of the voluntary code. Devising and implementing a regulatory 

framework would take longer and require careful consideration around scope and impact on the market.  

 

Given the nascent state of the market, it would be critical that any regulation to be proportionate and not stifle 

innovation and act as a barrier to new entrants or smaller players in favour of larger providers and market 

concentration. It could also have the impact of increasing costs, when the costs of ESG data are already very 

significant and rising and potentially prohibitive for some smaller asset managers.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

If you responded yes to the previous question, what do you consider should be the prime focus 

of the intervention?  

Please select as many answers as you like  

☒   Improving transparency on the operations of the providers  

☒   Improving transparency on the methodology used by the providers 



 

  26 
 

☒  Improving the reliability and comparability of ratings  

☒   Clarifying what is meant by and captured by ESG ratings, to differentiate from other tools and 

services  

☒   Clarifying objectives of different types of ESG ratings  

☒   Improving transparency on the fees charged by the providers 

☒   Avoiding potential conflicts of interests  

☐   Providing some supervision on the operations of these providers 

☐   Other measures  

 

Please specify the other elements the intervention should focus on and explain 

what solutions and options you would consider appropriate:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain what solutions and options you would consider appropriate in order to improve 

transparency on the operations of the providers:   

This could involve: 

 

• Publication of policy documents by the provider, such as its governance process (including data 

governance) and policy to manage conflicts of interest 

• Right of response from rated companies 

• Right of compensation for different stakeholders for erroneous or poor data 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain what solutions and options you would consider appropriate in order to improve 

transparency on the methodology used by the providers:  

  

We suggest disclosure of the following: 

 

• Weighting of policy adherence 

• Extent of backward-looking or forward-looking analysis 

• Fact vs estimate/coverage levels 

• Top reasons for high/low ratings 

• Reasons for changes in scores (e.g. is it due to company changing its processes or rating provider 

changing its methodology) 

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 
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Please explain what solutions and options you would consider appropriate in order to improve  
the reliability and comparability of ratings:  

 

If there is transparency in the methodology used, we believe the use of different methodologies is not a 

problem. We suggest to focus on underlying factors instead of the headline rating. As mentioned previously, 

there needs to be greater convergence in relation to the ESG data points used and this will arise through the 

European Sustainability Reporting Standards.  

 

In summary, there should be disclosures to provide: 

 

• A clear understanding of methodology used 

• A clear understanding of the data used to arrive at an evaluation or opinion 

• The sources of data, i.e. publicly disclosed, estimates, sourced from investee company, etc. 

• The date of last review and how often an opinion is reviewed (the user should know if they are relying 

upon an opinion formed many months ago and which may be based on old information) 

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain what solutions and options you would consider appropriate in order to clarify  

what is meant by and captured by ESG ratings, to differentiate from other tools and services:  

  

As with other analytical, research and ratings services, it is essential to have a definition of what the rating is 
and what it is not intended to convey. We believe the IOSCO definition of ESG ratings already serves this 
purpose. It also points to the main difference between ratings and other types of analytics, the fact that ratings 
are providing an opinion, meaning they take into account some subjective aspects whereas other type of 
analytics and data is purely objective. 
 

Typically, the same providers that provide ESG ratings are also providing ESG data for analytical and 

reporting purposes and increasingly for regulatory compliance purposes (Taxonomy KPI and PAIs).  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain what solutions and options you would consider appropriate in order to clarify 

objectives of different types of ESG ratings:  

  

There should be a ‘caveat emptor’ type statement associated with ESG ratings for their users to the effect 

that a rating is a single opinion and should be treated as such.  Further due diligence should be carried out 

before making an investment recommendation based on this opinion.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain what solutions and options you would consider appropriate in order to improve 

transparency on the fees charged by the providers:  

  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 
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Please explain what solutions and options you would consider appropriate in order to avoid 

potential conflicts of interests:  

  

This is the same for all regulated financial service providers and would include: 

 

• A governance policy around the identification, monitoring and management of conflicts of interest 

• Enforcement of the governance policy by embedding it in processes and procedures 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain what solutions and options you would consider appropriate in order to provide 

some supervision on the operations of these providers:  

  

Independence policies for example. If providing paid research services for the setting up of a green bond 

framework, for example, should be excluded from selling a research opinion on that company in the market 

place also. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that the providers should be subject to an authorisation or registration system 

in order to offer their services in the EU? 

Single option only. 

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable  

Please explain why:  

  

If pursuing a regulatory regime for ESG data rating agencies, then it will follow that authorisation and 

supervision will be required. However, we are initially recommending a voluntary code.  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that the providers should be subject to an authorisation or registration system 

in order to provide ESG ratings on EU companies or non-EU companies’ financial instruments 

listed in the EU even if they offer services to global or non-EU investors?  

Single option only. 

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable 
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Please explain why:  

  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that there should be some minimum disclosure requirements in relation to 

methodologies used by ESG rating providers? 

Single option only. 

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  

Please explain why:  

  

While it is important for ESG providers to protect their intellectual property, the absence of methodological 

disclosure can lead to opacity in market information that creates uncertainty and confusion and could be 

very damaging. 

 

It is impossible for a potential user to conduct meaningful quality assurance and vendor selection without 

such disclosures. 

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Do you consider that the providers should be using standardised templates for disclosing 

information on their methodology?  

Single option only. 

☐   Yes  

☒   No  

☐   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

 

Standard templates represent risks to innovation in analytical frameworks. However, taxonomy mappings 

should be made available when a vendor makes a claim that a particular metric that they publish is mappable 

to a specific regulatory, legal, standard, framework disclosure, for example carbon emission measurement 

under TCFD framework. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
Do you consider that the rules should be tailored to the size of the provider and hence have 

smaller providers subject to a lighter regime? 

Single option only. 

☒   Yes  
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☐   No  

☐   Don’t know / no opinion / not applicable  

Please explain your answer:  

  

If opting for a regulatory regime, some level of proportionality in keeping with other regulatory regimes 

would be beneficial in order not to stifle innovation and create a prohibitive barrier to entry for smaller 

providers.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

If you responded yes to the previous question, please specify what metric you consider should 

be used to differentiate between providers: 

Single option only. 

☒   Total revenue  

☐   Revenue from ESG ratings  

☐   Number of employees  

☐   Percentage of EU companies/financial products rated (in the case of providers located outside the 

EU and not providing services to EU investors but rating EU companies/financial instruments)  

☐   Other metric(s)  

☐   Don’t know / no opinion / not applicable  

Please specify to what other metric(s) you refer and explain:  

  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain your answer:  
  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Should the providers located outside of the EU, not providing services to the EU investors but 

providing ratings of the European companies/financial products be subject to a lighter regime?  

Single option only. 

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable  

If you responded yes to the previous question, please specify what metric you consider should 
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be used to differentiate between providers: 

Single option only. 

☐   Percentage of EU companies/financial products rated  

☐   Other metric(s)  

☐   Don’t know / no opinion / not applicable  

 

Please specify to what other metric(s) you refer and explain:  

  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

b) Costs of an EU intervention  
 
Questions for ESG rating providers 

 N/A 

 

Questions for supervisors  

N/A 

 

PART B - Incorporation of ESG factors in credit ratings  

The provision of credit ratings is highly regulated in the EU as well as globally. Global standards are 

established by the IOSCO in its code of conduct for CRAs. The EU legal framework regulates the activities 

of CRAs with a view to protect investors and financial markets by guaranteeing the transparency, 

independence and integrity of the credit rating process – thereby enhancing the quality of ratings. All CRAs 

operating in the EU need to register with ESMA, which is the sole European supervisor. Credit ratings 

used for the purposes stemming from the EU legislation need to be provided by CRAs registered and 

supervised by ESMA. If a non-EU CRA wants its ratings to be used for regulatory requirements in the EU 

(i.e., by EU financial institutions), the CRA Regulation provides for two alternatives, certification or 

endorsement.  

There are a number of EU regulatory requirements related to the use of credit ratings., in particular, in the 

Capital Requirements Regulation (CRR) and in the Solvency Capital Requirement (SCR). The European 

Central Bank also makes extensive use of credit ratings in its open market operations.  

Both EU legislation (Regulation (EU) No 462/2013) and the IOSCO code of conduct define precisely the 

objective of the credit rating: ‘credit rating means an opinion regarding the creditworthiness of an entity, 

a debt or financial obligation, debt security, preferred share or other financial instrument, or of an issuer 

of such a debt or financial obligation, debt security, preferred share or other financial instrument, issued 
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using an established and defined ranking system of rating categories.  

In other words, credit ratings assess the likelihood of the default of the rated entity or security. Credit 

ratings reply to the question: “what is the likelihood of getting my money back?” They are neither 

investment recommendations nor do they determine the value of the rated entity or instruments.  

ESG risks may be relevant for the assessment of creditworthiness depending on the sector, geographical 

location and the entity itself. CRAs methodologies define which factors, including ESG factors, are 

considered to be relevant for the assessment of creditworthiness and how they are taken into account in 

the credit rating process. ESMA supervises the soundness of methodologies, which in accordance with 

the CRA Regulation need to be rigorous, systematic, continuous, based on historical experience and back 

tested. In its Technical Advice provided to the Commission in 2019, ESMA concluded that while it is clear 

that CRAs are considering E, S or G factors in their credit ratings, the extent to which each factor is 

considered varies by asset class, according to the importance assigned to that factor by a CRA’s 

methodology. Currently, ESMA is conducting a thorough assessment of how CRA’s methodologies 

incorporate sustainability risks.  

The CRA Regulation includes a number of disclosure obligations in relation to the methodologies as well 

as individual credit ratings. In 2019, ESMA conducted a public consultation on disclosure requirements 

applicable to credit ratings.  Following the finding on the insufficient transparency on the relevance of ESG 

factors to credit ratings, one of the topics of the consultation, ESMA issued guidelines on disclosure 

requirements applicable to credit ratings.  

These ESMA guidelines expect CRAs to identify in their press releases if ESG factors have been key 

drivers behind a change in the credit rating. CRAs are asked to identify relevant factors, elaborate on their 

materiality and provide a reference to the methodology or the associated model. The ESMA guidelines 

came into effect in April 2020.  

A recent assessment of the application of the guidelines revealed that the improvement of transparency 

has been partial. ESMA has analysed press releases over the period January 2019 – December 2020 

and compared the number of references to ESG considerations before and after April 2020. The main 

findings are that the improvement is partial and not uniform.  

This consultation builds on the findings of ESMA and the consultation on renewed sustainable 

finance strategy.       

I. Questions to users of credit ratings  

Do you use credit ratings for investment decisions? 
Single option only.  

☐   Yes, as a starting point for internal analysis  

☐   Yes, as one of many sources of information that influence investment decisions 

☐   Yes, as a decisive input into an investment decision  

☐   No  

☐   Other  

☒   Don’t know / no opinion / not applicable  
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If you use credit ratings for other purposes, please explain:  

 

N/A 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

 

Do you use credit ratings for regulatory purposes (e.g., stemming from the Capital Requirements 

Regulation or Solvency II)?  

Single option only.  

☐   Yes  

☐   No  

☐   These requirements don’t apply to me  

☒   Don’t know / no opinion / not applicable  

Please explain your answer:  

  

We are a trade association and do not directly use credit ratings but our members do. CRR and Solvency II 

typically do not apply to our members.  

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Is it important for you to understand to what extent individual credit rating actions have been 

influenced by sustainability factors? 

Single option only.  

☐   Not important at all  

☐   Slightly important  

☐   Important  

☐   Very important  

☒   Don’t know / no opinion / not applicable  

Please explain your answer:  

 

As a trade association, it is not possible for us to answer definitively on behalf of all of our members. However, 

more generally we would note that until relatively recently, these factors were not very dominant in influencing 

risks in most fund products unless they had specific investment mandates with ESG themes. However, in the 

last few years, such factors have started to influence the pricing of assets. Hence, it has become important 

and is likely to continue to increase in importance in line with market focus on ESG themes, in particular the 

pressure to reduce carbon emissions in line with government policies. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 
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Do you find information about the extent to which CRAs methodologies, or the rating process 

incorporate sustainability factors sufficiently well disclosed? 

Single option only.  

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable  

Please explain your answer:  

  

The market discloses little and there is very little research on how ESG or green risk factors may be 

incorporated into an “extended counterparty risk framework”. 

 

One way in which this is being explored is through the potential development of “Green Ratings” to 

complement “Credit Ratings”. For example, if one were to extend counterparty risk form just Credit Ratings 

(20 grades from AAA to D) to also include orthogonal “Green Ratings (say, 20 grades also), then one ends 

up with a mesh of counterparty ratings 20x20, i.e. 400 grades. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Where do you look currently for the information on how ESG factors impact the credit rating?  

Please select as many answers as you like  

☒  Press release accompanying credit ratings  

☒  Additional analysis and reports available to subscribers  

☒  Additional information materials available publicly  

☒  Description of methodologies or rating process for specific asset classes, sectors or types of 

entities  

☒  Frameworks or documents describing general approach to incorporation of ESG factors in credit 

rating process  

☐   I don’t know where to find such information  

☒  Other  

 

If you responded ‘other’ please explain where:  

 

Specialist academic research 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

  
Does the level of disclosure differ depending on individual CRAs? 

Single option only.  

☒   Yes  

☐   No  

☐   Don’t know / no opinion / not applicable  
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If you answered yes to the previous question, please explain the differences in the level of 

disclosure:  

  

Disclosure is inconsistent across different industries because there is a bias of focus on fossil fuels and 

different CRAs prioritise their focus even within this focus differently for all but the major credits. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

What are the trends on the market in relation to disclosure of information as to which credit 

ratings actions have been influenced by sustainability factors?  

Please select as many answers as you like  

☐   The level of disclosure has improved sufficiently since the entry into effect of ESMA guidelines 

(April 2020)  

☐   In general, the level of disclosure has improved sufficiently although some CRAs are lagging 

behind  

☐   The overall level of disclosure is insufficient although some CRAs have sufficiently 

improved  

☒   Don’t know / no opinion / not applicable  

 

Please explain your answer:  

 

The uncertainty around ESG impact on credit ratings has meant that the focus has been around the leading 

carbon emission industries, the rest of the market has barely been touched by such analysis yet. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
The extent to which CRAs incorporate ESG factors in credit ratings depends on the asset classes 
methodologies and the importance assigned to the given factor by a CRA’s methodology. In addition, 
some CRAs have developed overall frameworks explaining how they incorporate ESG factors in credit 
ratings across asset classes, some publish reports reviewing past credit rating actions or specific 
sections accompanying credit rating actions.  

In your opinion, what are trends in the relation to the incorporation of ESG factors in the credit 

rating process and methodologies? 

Single option only.  

☐   CRAs have sufficiently improved the incorporation of ESG factors in their methodologies and 

rating process  

☐   In general, CRAs have sufficiently improved the incorporation of ESG factors in credit ratings 

although some CRAs are lagging behind  

☐   In general, the development is insufficient although some CRAs have improved the incorporation of 

ESG factors in their methodologies and rating process  

☐   CRAs have insufficiently improved the incorporation of ESG factors in their methodologies and rating 



 

  36 
 

process  

☒   Don’t know / no opinion / not applicable  

Please explain your answer:  

  

Most CRAs are still struggling to solve how to incorporate unstructured, non-financial data into their existing 

models that rely almost exclusively on traditional structure financial data combined with traditional subjective 

business assessments. 

 

For example, few CRAs have an approach for how to integrate another pandemic where governments will 

dictate when and how companies will be forced to cease or change their operations. Also, incorporating 

carbon emission transition assumptions and their impact on credit risk is still challenging when government 

policies and physical risk analysis is in its infancy. 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

II. Questions to Credit Rating Agencies  

N/A 

 

III. Questions on the need for EU intervention (all 

respondents)  

Do you consider that the current trends in the market are sufficient to ensure that CRAs 

incorporate relevant ESG factors in credit ratings? 

Single option only.  
 

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable  

 

Do you consider that the current trends in the market and application of ESMA guidelines on 
disclosure applicable to CRAs are sufficient to ensure understanding among users as to 
how ESG factors influence credit ratings? 
Single option only.  
 

☐   Yes  

☐   No  

☒   Don’t know / no opinion / not applicable  
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If you responded ‘no’ to the previous questions, what type of intervention would you consider 

necessary?  

Please select as many answers as you like  

☐   Further detailing of ESMA guidelines on the disclosure of ESG factors in credit ratings  

☐   Further supervisory actions by ESMA  

☐   Legislative intervention  

☐   While improvements are insufficient, we do not see further scope for EU intervention  

☐   Other 

If you responded ‘other’ to the previous question, please specify the other type of intervention 

you consider necessary:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 
 
Please explain your answer:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Regarding the possible regulatory intervention, what type of requirements do you find relevant?  

Please select as many answers as you like  

☐   Press releases: introduce mandatory requirements mirroring the provision of ESMA guidance on 

the disclosure ESG factors in credit ratings  

☐   Press releases: in addition to the previous option require CRAs to publish information not only about 

the impact of ESG factors on credit ratings, but also the lack of it  

☐   Methodologies: require CRAs to explain the relevance of ESG factors in methodologies  

☐   Methodologies: require CRAs to take into account ESG factors where relevant 

☐   Other  

 

If you responded other, please explain:  

 

N/A 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 
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Please explain your answer:  

  

N/A 

5000-character(s) maximum  

including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

What kind of risks or merits of the EU intervention do you see? 
Please select as many answers as you like  

☐  Provide further clarity on the impact of ESG factors on the creditworthiness of creditors and financial 

instruments  

☐   More coherent approach of CRAs to the incorporation of ESG factors into credit ratings  

☐   Concerns about too much prominence given to ESG factors  

☐   Others  

 

If you responded other, please explain:  

  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Please explain your answer:  
  

N/A 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

What would be the consequences of the lack of the EU intervention? 
Please select as many answers as you like  

☐   Market trends are sufficient to meet investors demands for information on the impact of 

ESG factors on credit ratings  

☐   CRAs will respond to market pressure and ensure the incorporation of ESG factors in 

credit ratings  

☐   The existing gap between approaches of CRAs to the incorporation of ESG factors in 

credit ratings will grow  

☐   Concerns about the insufficient incorporation of ESG factors in credit ratings lack of 

understanding among investors why certain credit rating actions are not impacted by ESG factors  
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Please explain your answer:  

  

 

5000-character(s) maximum  
including spaces and line breaks, i.e., stricter than the MS Word characters counting method. 

 

Costs of EU intervention - questions for CRAs  

N/A 

 
Additional information  
 
Should you wish to provide additional information (e.g., a position paper, report) or raise specific points not 
covered by the questionnaire, you can upload your additional document(s) below. Please make sure you do 
not include any personal data in the file you upload if you want to remain anonymous. 
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