
Statement by Sonia van Dorp, Ratings Relations Officer at Société Générale,  
representing the European Banking Federation (EBF) 

 
The EBF welcomes the objectives to reinforce the independence of rating agencies and promote 
competition but believes that a mandatory rotation as proposed by the Commission requires further 
consideration.  
 
The Banking sector is the biggest user of credit ratings by far, both in terms of issuance level, frequency 
and given regulatory requirements. Overall, European banks need to issue over €1.5 trillion of new bonds 
every year, the vast majority of which are rated. The rotation principle is therefore a far more acute 
problem for banks than for any other industry.  
 
Debt instruments are directly linked to the issuer rating. It is therefore impossible to separate the two or to 
have different rotation periods on issuers and their bonds.  
 
Because investors in various regions have different preferences, European banks usually carry a minimum 
of three credit ratings. In the US, asset managers typically require ratings from three locally registered 
agencies. Given that roughly half of the top 100 asset managers in the world are not based in the EU, 
European banks have limited flexibility.  
 
It seems clear to us that a precipitous implementation of the mandatory rotation may seriously hinder 
European banks’ refinancing capabilities, especially given the current liquidity stress.  
 
European banks have not reached a consensus on a possible alternative to the current proposal on 
mandatory rotation, essentially because this proposal is new to us and was never included in a previous 
consultation on Credit Ratings Agencies.  
 
As for Société Générale, it is the Group’s opinion and that of a number of other European banks that 
alternative proposals making a rotation possible should be considered, despite the technical issues at stake.  
 
The relationship between banks and rating agencies has become unbalanced. The sheer weight given to 
credit ratings by the financial markets, but also by the regulator and the European Central Bank, has made 
ratings a major aspect of banks’ everyday life. 
 
Rating agencies claim they only issue opinions. And yet, their behaviour and requests for information make 
them increasingly akin to a regulator. It is the opinion of Société Générale that information disclosures 
should be strictly regulated, so that all issuers are treated the same way and all agencies receive the same 
amount of privileged information, if any.  
 
European banks use International Financial Reporting Standards, they publish Pillar 3 reports, and their 
quarterly reports increasingly carry standardised information. But rating agencies use their own 
methodologies, which, since they are not regulated, sometimes contradict each others, which can give rise 
to anticompetitive practices, and which, as far as the incumbent agencies are concerned, have a definite US 
bias.  
 
It is therefore the opinion of Société Générale that rating methodologies should not only be scrutinised, 
they should probably be harmonised, or at least, be based on some sort of common framework. Only then, 
can a common credit rating index, a central element of the rotation principle, have value.  
 
Not all European banks are convinced that this is the best of times to bring about such a comprehensive 
piece of regulation and adequate care should be taken to ensure banks can still access capital markets in the 
future. And yet, Europe has always learned and progressed through crisis. Société Générale, as an 
institution, is convinced that before introducing a mandatory rotation principle, harmonising information 
feed to rating agencies and rating methodologies remains a priority. The Commission’s proposal is an 
opportunity to improve the quality of credit ratings, to reduce imbalances between agencies, issuers and 
rating users while preserving European banks’ role as provider of financing to the real economy.  
 


