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Response to FCA’s Market Study MS23/1.4 
FCA’s Update Report on Wholesale Data Market Study  
September 2023 

 welcomes the FCA’s Wholesale Data Market Study - Update Report on its further 
investigations into competition in the provision of benchmarks, credit ratings data, and market data 
vendor (MDV) services. 

 notes the FCA’s proposed and provisional decision to not refer any of the three markets to 
the Competition and Markets Authority (CMA) for a Market Investigation Reference (MIR), and 
supports the FCA’s intention to continue to conduct analysis on the nature and scale of harm and 
potential remedies as the study progresses.  

As outlined in our letter to the FCA, dated 30 March 2023,  continues to strongly support the 
FCA’s continued and extensive work evaluating how data and advanced analytics are being 
accessed, used, the value to market participants, and particularly how competitively data within 
the three markets is sold and priced.  

 notes the six themes in which the FCA has evaluated competition within the three markets: 
1) barriers to entry; 2) network effects; 3) vertical integration; 4) suppliers’ commercial practices;
5) behaviour of data users; and 6) incentives for innovation.

As a ,  actively utilise market data for a wide 
variety of primary and secondary markets purposes.  Many of the FCA’s findings that certain 
features in the three markets may prevent, restrict or distort competition are consistent with 

 concerns as expressed in our previous analysis1. 

We do not have specific recommendations at this stage but reaffirm our concerns in relation to: 

1. High market concentration: competition is required to ensure data is priced fairly
and efficiently. We note the FCA’s finding that, whereas high start-up costs are not
insurmountable to overcome, recent entrants have not been able to achieve the growth
necessary to acquire significant market share. Certain data providers are extremely
embedded in the UK and global financial ecosystem, and further concentration from
mergers and consolidations have exacerbated their market power. We also reiterate the
previous findings from the FCA study on Trade Data and our concerns with the significant
market share exchanges hold as data providers,  particularly as most users are forced to
buy trading data to satisfy their investor protection obligations (best execution), while
others need to obtain ‘must have’ data from exchanges to remain competitive themselves.
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price discrimination / prices that are higher than the 
competitive level, 7 and 

2. Foreclosing access to input data necessary for the creation
of benchmarks.8

iii. The MDV sector exhibits:

1. High levels of multi-homing, in particular because certain
MDVs are often unable to access certain “must have” data
sources (on fair terms) and/or because rivals often
enter/expand on an asset class by asset class basis,9

2. Switching and/or frequent and careful consideration of
switching (notwithstanding the high levels of multi-
homing) 10

a. (We also agree that factors (1) and (2) mean that any
direct or indirect network effects are not a source of
concern.11)

3. Discriminatory pricing (or, alternatively, restricted access)
to MDVs by suppliers who are vertically integrated data
generators and data vendors, 12

4. Complex and non-transparent pricing by some MDVs (but
not all),13 and

5. High levels of innovation. 14

3. One theme is common to all three sectors:  complex, non-transparent, and non-
standard pricing/commercialisation terms.  We agree that this merits
additional investigation and scrutiny by the FCA across all three sectors.

4. Other concerns identified are not pervasive across the three focus sectors.  For

7 s. 3.59 of the Report

8 s. 3.56 of the Report

9 s. 3.131-134 of the Report

10 s. 3.135-137 of the Report

11 s. 3.146 of the Report

12 s. 3.148 of the Report

13 s. 3.154-156 of the Report

14 s. 3.150 of the Report
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  Rather, it would introduce significant duplication and 
higher costs which would lead to higher prices for users. 

d. Fourth,  has not deterred 
successful entry in practice.  As the FCA notes, there are at least 7 MDVs 
active in the UK with scale, market relevance, and credible core 
services.34  

  There are also several examples of successful 
entry in relation to services or products offered by 

e. Fifth,
, create ever more innovative offerings (as the 

FCA recognises), and offer more products and services at lower prices.   

f. Sixth,  allows customers to
reduce search and transaction costs (which would accrue and be
significant if customers were forced to buy services separately).

22. 

34 s. 3.122 of the Report
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  We note that the FCA has received complaints about 
identifiers in the past. 37 

* * *

We thank you for your kind consideration of our comments and stand ready 
to respond to any question or request for clarification. 

37 See Feedback Statement of January 2022, paragraph 3.72 (here) (“On the other hand, start-up vendors argued 
that there are low levels of substitutability, sustaining the dominance of a few big players, which they considered 
was driven by … more established vendors not giving access to identifier codes needed to map across data to different 
providers.”) 
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5. agrees with the FCA that continued analysis into the MDV services market
landscape and of  f irms ’ dif ferent business models is needed.4  

The lack of  competition has also
led to a sof tening of  prices such that other MDVs have been able to follow  price
hikes to the detriment of  users.5

High start-up cost

6.  agrees with the FCA’s f inding6 that very high start-up costs required to distribute
wholesale data enhance barriers to entry, resulting in limited entry by smaller vendor f irms.
Though  notes that the FCA also found that the barriers to entry and high start-
up costs are not ‘insurmountable’, it is nevertheless telling that ‘no entrant has yet overcome
the barriers to growth that would enable them to achieve significant market share ’ and is able
to credibly compete against  and .   This is also illustrated by the failure of

to challenge  despite support f rom major investment banks.7

Network ef fects

7. The high barriers to entry are further compounded by the direct and indirect network ef fects
identif ied by the FCA.8  Based on  experience,9  has started to
harness valuable market data generated by 10 to create an automated pricing
quotation product.  The quality of  this product is directly correlated to extensive
user base and comprehensive access to dif ferent data sources.  The high numbers of  market
makers on platform af fords it a wider market coverage than its competitors.  This
serves to reinforce  market power and contribute to the high barriers identif ied.11

8. that network ef fects are a structural feature of  the MDV market
that, combined with the harmful commercial practices  as
identif ied by the FCA through third party feedback, act to restrict competition in the market.

High switching cost

9. fully supports the FCA’s f inding that the ‘high degree of integration required

between MDV systems and firms’ internal infrastructure’12 is a barrier to switching.  
     given the high

switching costs for moving to a new system, a lack of  negotiation power and the regulatory
requirement to keep historical data which are not f reely portable.13  As a result, even though
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there are a small number of  alternative MDVs on the market, their of ferings are not f it for
purpose for an institution .14 

10. In addition, ,15 even if   was able to switch,
the lack of  ef fective competition in the MDV market means that there is a sof tening of  price
competition such that not only is Bloomberg able to arbitrarily and unilaterally raise prices, but
other MDVs can also do so unchallenged.

Commercial practices

11. strongly agrees with the FCA’s f indings that the MDVs have engaged in harmful
commercial practices (for example, tying and bundling).  We are fully supportive of  the FCA’s
use of  its existing CA98 powers to impose remedies to eliminate restrictions of  competition in
the supply of  MDV services markets and, ultimately, to protect consumers.

12. welcomes the FCA’s f inding that many market participants have urged the FCA
to ‘mandate the unbundling of certain products and services ’.16  

(technically and
commercially) tying and bundling its of ferings to ringfence a ‘closed system’ of
‘must have’ products.17  This has clearly led to higher prices for users, even though
services have been either available individually in the past or are capable of  being offered on a
segregated basis.18  Further examples of  MDVs bundling proprietary data content with
terminals were provided .

13. As discussed above, these practices have removed any incentive or ability for
to switch to other MDV providers given would have to pay more to retain the
‘must have’ products.  This is a classic case of leveraging market power
in respect of  its must have products to eradicate competition for other services by tying them
together.

14. In addition, has repeatedly refused customers ’ requests for a bespoke of fering
(e.g. by asset class and therefore a more limited data set), such as those of fered by
and which are more cost ef fective (for example for mid and back-of f ice functions).

Pricing

15. is pleased to see that the FCA has taken into account points raised
 that there has been unfair price increase and is investigating these price rises.19

Given that  pricing is undif ferentiated between customers and ,
, non-negotiable,  believes that only regulatory

intervention can ensure fair and indiscriminatory pricing.

Clearly, the ability
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by to levy price hikes unchecked by market forces is further evidence of  its market
power.

16. In addition to price increases on the licence fees, welcomes the FCA’s focus on
investigating MDVs charging users multiple times for access to the same dataset.20

is of  the view that has imposed unfair, complex and non-transparent
licensing terms

to levy multiple charges for the same dataset, mainly through the requirement for
additional new licences.21  The increase to the prices  for MDV services is
also a function of  a lack of  transparency of  some licensing terms such as market data usage.
The imposition of  a monthly limit makes it impossible to judge whether  is imposing
any hidden price rises.

17. The retention of  historical data is a regulatory requirement for ,22 yet many MDVs
do not permit retention of  historical data

af ter termination of  contract.  This means that users of ten need to continue to retain the
incumbent MDV to meet regulatory requirements.

18. These are clearly features that considers the FCA should address, using its
existing CA98 powers in order to promote ef fective competition and maintain market integrity
to protect consumers.  We would be happy to provide further information to assist the FCA in
its investigation on these issues and to develop appropriate and ef fective remedies.

Potential remedies

19. welcomes and is fully supportive of  the potential remedies identif ied by the
FCA23 in the Updated Report, in particular:

• Establishing rules and supervision of  MDVs to ensure quality of  data and that products
are licensed on a fair, reasonable and non-discriminatory basis.

• Unbundling essential contents and functions f rom commercial products, including
of fering the ‘must haves’ as standalone products.

This would also encourage more entry
to the market.   also supports an asset class specif ic

so that users can purchase what they need (which could be fewer options for
mid and back-of f ice functions).

• Banning separate view-charge licences (i.e. requirement to pay an additional fee if  a
user does not already subscribe to a terminal licence).  This would ensure that users
would have the incentive and are able to easily switch to another MDV.

• Imposing a cost-based licensing mechanism where data licence costs are based on a
marginal cost of  producing and distributing data plus a marginal cost.

• Making pricing calculations and licence terms transparent to users and regulators.
Compliance with these rules should be overseen by the FCA to ensure that the
rationale for price increases and a requirement to pay for additional licences can be
properly understood.
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• Requiring MDVs to make historical data available without additional charge or time limit
for regulatory and audit purposes.  MDVs should be required to allow users to f reely
transfer historical data held on one MDV to another without charge or restriction.

• Requiring MDVs to use open standards and not proprietary standards both in its
symbology and when providing or streaming data.  Currently, a new interface would be
required to process a competitors ’ data feed thus adding cost to switching.

28 September 2023 
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Dear Market Data study team, 

 have read with interest the initial FCA findings in the FCA Update Report on Wholesale Data 
Market Study 

We welcome the continuing investigation but would like to further highlight vendor practices that do 
not put clients first. 

Price increases: 
In a very difficult fee market, where asset managers are suffering fee compression,  are seeing 
increase proposals of 30, 40 and even 50% for index and ratings data by some individual vendors. 
The vendors understand the reliance asset managers have on their data, particularly when used in 
regulatory and client reporting.  feel that this position is being leveraged to extract unfair 
increases from their clients, which in turn increases costs to our clients, including retail savers in the 
UK.  

Additional licencing 
One issue  would like to draw attention to is blending licencing on index. All major vendors are 
now pushing for blending licences and declarations where their indexes are used in a multi-vendor 
index blend.  have two issues with this: 

a) Blends are usually created where no one vendor provide an accurate enough index, so
an asset manager must create one.

b) The user will be subject to multiple licences.  would have to licence with every vendor
for their underlying indexes (that is fair) but then pay a further fee to every vendor being
used in the blend (this is unfair).  For example, if  have a 5-vendor blend, we must pay
10 separate licence fees for one index - while the vendors do not provide any additional
service. The costs are threatening business models and run the risk of increasing costs to
end clients and thus are deeply concerning for

Vendor responsibility to provide value and ‘best-interest’ service to their clients 

As an asset manager governed by the FCA,  are required to show: 
Integrity - act honestly with a high ethical standard with focus on deliberate acts and omissions 
Skill, care, and diligence - always hold yourself to a high standard of care in relation to failures 
Relationship with Regulator - full and honest if questioned and provide information 
Fair treatment of customers - focus on customers and always treat them fairly. This means being 
clear and transparent and acting in their best interests.  
Market Conduct - must observe proper standards of market conduct 
Customer outcomes - act to deliver good outcomes for customers 

 feel that this does not apply equally to the vendor that supply the data that asset managers need 
to service client funds.  is not ‘put first’ by vendors at times. We recently had one vendor explain 
that they have a responsibility to the shareholders (above clients) when discussing a service issue. 

 want market data vendors to be held to the same standards and rules relating to clients that 
apply every day to our investors. The actions in the first 2 points show that this is not always the 
case. Market Data vendor costs will soon impact the viability of the asset management industry if 
not governed more closely.  

To improve the functioning of the market, and in recognition of the market dominance of a relatively 
small number of players, we recommend that: 
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Response to UK FCA’s provisional Market 
Investigation Reference Notice 

 has with great interest read the FCA update report to its Whole-
sale Data Market Study along with a provisional market investigation reference deci-
sion (MIR), which is open for comments by 29 September.  

This follows the initial FCA Market Study and the Findings Report on accessing and 
using wholesale data which were published in March 2023 and sought to review 
how well wholesale data markets were functioning.  

Even though UK is not the home market for  we find it relevant to re-
spond to the provisional MIR as   which are 
very active in the UK market, the UK market is in general a very important market for 
most stakeholders and most of the relevant suppliers are represented/regis-
tered/listed in the UK. 

Furthermore, the problems scheduled are not exclusive for UK – it is global by nature, 
which is also addressed in the update report on page 4, point 1.6: “We have been 
engaging with regulators in other countries to see if they are facing similar competi-
tion issues and how they are tackling them. This engagement has highlighted similar 
concerns about market features such as lack of transparent pricing practices, ex-
cessive charging, bundling practices and complex licensing agreements.” 

Finally,  has been and is very active in the market data cost de-
bate - both on a  European and Global perspective2 .  has 
responded directly to previous consultations from UK FCA in relation to trade data, 
the Terms of Reference and indirectly to the FCA Wholesale Market Study.  

That said, we find that the update report is, as the previous reports from the FCA 
Wholesale Market Data team, of high quality with data and content reflecting many 
of our concerns (also raised by the majority of the respondents). One exemption is 
the apparent reliance on Consolidated Tapes (CTs) as a mean to solve some of the 
harms as proprietary data is needed whether there are CTs or not.  

With this in mind, we are concerned with the provisional decision not to make a ref-
erence under section 131 of the Act in relation to wholesale a data and (i) the provi-
sion of benchmarks (ii) the licensing and distribution of credit ratings data, and (iii) 
the distribution of wholesale data by market data vendors.  

The documentation and data at hand and in the UK FCAs reports underlines that 
there are evidence supporting abuse of dominant position including but not limited 
to complex, non-standard and non-licensing terms, selling products in packages, un-
reasonable termination requirements, liability clauses, price discrimination and lim-
ited/if at all possibilities to switch provider.  

We do recognize that a holistic approach as elaborated in chapter 4 is appealing 
and we agree – due to the global nature of various forms of data – a global ap-
proach is crucial. Additionally, some providers are not even in any regulatory scope 
– such as vendors. This must be addressed by policy makers. However, global ac-
tions which are efficient within a reasonable period is still to be seen.

We strongly encourage some jurisdictions to take the first step to set the scene for 
others to follow.  
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These issues are further exacerbated by increasing consolidation of providers and 

dominance by a small number of players, resulting in a monopolistic scenario where 

investors find it difficult to move their business to a competitor. For both benchmark 

providers and credit ratings agencies in particular, there are a relatively small number of 

large market players, and investment mandates will often require investment managers to 

use particular providers. This allows these providers to raise prices significantly with little 

recourse available to investment managers to move their business elsewhere. Increasingly, 

are also seeing this trend now spreading to the area of ESG data, where 

the largest, global data providers are taking over smaller, specialised, providers. 

All this has had the effect of greatly increasing the costs required for market participants to 

access a comprehensive view of market activity, acting as a barrier to entry for smaller and 

newer firms and ultimately impacting the returns of the end client: the individual saver and 

investor. 

It is not at all clear to that these rising costs are associated with an 

improvement in data quality, or an increase in costs incurred by the data provider. Instead 

data providers are often seen to be simply charging more for the same level of service. 

We also note that pricing models change frequently, with vendors frequently making 

changes to usage and licensing rules at each new renewal (for example by switching between 

unlimited usage per licence to per user pricing), driving up fees over time. There is often little 

transparency as to how these pricing models operate. In many cases, data providers will state 

that they are working from a strict pricing list which makes price reduction impossible, but 

more often than not these pricing lists are not visible to data users. These opaque models 

lead to highly variable commercial outcomes, make price comparison impossible, and make 

it difficult to determine whether the requirement to treat customers fairly is being met, as 

well as to anticipate any future cost increase from one year to another in the provision of a 

given service by data providers. 

Finally, we note with concern the practice of providers disclaiming liability for the accuracy, 

completeness, and/or timeliness of delivery. This puts the risk of their errors onto the 

consumer, setting an unfair responsibility on investment managers as users of such data. 

Given that investment managers are paying for this data, the onus should be on data 

providers to ensure that the data is reliable and useable. As this is not the case currently, 

this often results in data consumers building teams and functions to verify the data at their 

own expense. Coupled with the persistent, unjustified cost increases the providers levy, this 

adds significant cost and time burden to the consuming company and potentially the end 

customer in the way of higher charges. 

We note that the Update Report states that these issues have also been identified by a 

number of other market participants, and we would welcome further action from the FCA 

to address them. 

In order to improve the functioning of the market, and in recognition of the market 

dominance of a relatively small number of players, we recommend that: 

• Data fees be tied to costs, with cost increases based on a reasonable profit margin,

or demonstrable growth in operating expenses (excluding contracting and audit

costs).

Page 1 of 2 
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 are concerned that fees and related policies for core ‘must have’ market 
data (trading venues, credit rating agencies, benchmark providers and numbering agencies) 
are overly complex and opaque which leads to significant discrimination amongst 
consumers of the data. For example, if a benchmark provider charges for different ‘types of 
use’, surely it is reasonable for consumers to be expect that the benchmark provider 
publishes what the different ‘types of use’ actually are? If the FCA, working with regulatory 
counterparts in other jurisdictions, could put in place regulation that requires providers of 
core ‘must have’ data to publicly publish fees and policies that would be a good first step 
towards achieving less complex more reasonable fees and related policies and stimulate 
financial markets in the UK. 

Fees and related policies should have some flexibility to cater for consumer firms of 
different sizes. It is true that one size does not fit all and  have expressed 
concern when policies are restrictive. However, consumers need confidence that the 
flexibility is proportionate and reasonable. In order to achieve that consumer confidence, 
fees and related policies need to be publicly published and readily understandable. 

 notes paragraph 4.1.6 that states “… While the outcomes of the market study focus on 
improving competition issues within the UK, we recognise the international nature of these 
markets. If appropriate remedies will require cooperation between international regulators 
to effectively tackle any harm we identify, we would be well placed to do this. The FCA 
benefits from established relationships with international counterparts. We also contribute 
to the work of standard‑setting organisations to help shape and implement international 
standards.”  recognizes that data is delivered and received globally and therefore 
national regulation is limited. However,  would urge the FCA to find a way of imposing 
regulation that requires fees and related policies for core, ‘must have’ market data to be 
publicly published. 

 notes paragraph 4.2.4 that states “…  FCA powers: As discussed in Appendix 1 
Regulatory landscape, the FCA regulates CRAs under the UK Credit Rating Agencies 
Regulation (CRAR). If we identify the source of any harms as originating from UK regulated 
CRAs then the FCA may, potentially, be able to address them. However, credit ratings data 
services are provided by separate/affiliated entities of the CRAs and are, therefore, not 
currently regulated.” Is it possible for the FCA to extend the CRAR to explicitly require data 
fees and related policies to be publicly published? For example, EU Credit Rating Agencies 
Regulation states in Annex I INDEPENDENCE AND AVOIDANCE OF CONFLICTS OF INTEREST, 
Section B Operational Requirements Paragraph 4 “… A credit rating agency shall ensure that 
the provision of ancillary services does not present conflicts of interest with its credit rating 
activities and shall disclose in the final ratings reports any ancillary services provided for the 
rated entity or any related third party”, presumably the provision of credit ratings data is an 
ancillary service and a meaningful disclosure would include the product name, the fee and 
the related policy. 
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29 September 2023 

Financial Conduct Authority 
12 Endeavour Square  
London  
E20 21JN 

By email: WholesaleDataMarketStudy@fca.org.uk 

Introduction and summary 

We reviewed the Wholesale Data Market Study Update Report (the Report) with interest and have 

set out  initial reaction to the Report and the FCA’s proposed decision below. In summary:  

• We agree with the provisional decision by the FCA not to make a market investigation

reference to the Competition and Markets Authority (CMA) with respect to the sale of credit

ratings data.

• To  view, competition is working well for users of credit ratings, and other risk, data. 

 remains under pressure from customers and competitors to innovate 

and to improve its product suite.  is confident that its credit rating data services 

represent excellent value to the businesses that use them.  

•  credit rating data customers are highly-sophisticated commercial enterprises of varied 

size and structure, who put credit ratings data to a variety of commercial (and/or regulatory) 

uses.  

• Credit ratings data represent a small part of the risk data used within (often large) financial

enterprises’ operations, as reflected in the FCA’s estimation as to the value of credit ratings

data services in the UK, which is much smaller than other data services studied by the FCA.

The potential for UK consumer harm associated with the sale of credit ratings data is low.

We do not see a need for remedies in connection with credit rating data services. Nonetheless, 

 acknowledges that market participants have, in some instances/areas, expressed concerns 

to the FCA. We have been grateful for the FCA’s constructive engagement with  during the 

market study to date, and would be pleased to engage with the FCA team to understand these 

concerns in more detail and consider whether there is anything  could reasonably do to 

improve customer outcomes. 
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1. FCA provisional views on market dynamics

We are pleased that the FCA has recognized that credit risk assessments include a wide range of inputs 

and services;1 that there has been a shift towards a more diversified approach to assessing credit risk 

(away from credit ratings);2 that users of credit ratings data can and do make use of a range of sources 

for that data;3 that a significant proportion of financial enterprises do not use credit ratings data 

(presumably making use of other forms of risk data);4 and many that do source credit ratings data 

from one CRA only.5  

The FCA has taken a provisional view that there is a distinct market for credit rating data. However, it 

is not clear that this view follows from the market testing the FCA has performed. There appears to 

be evidence that a material proportion of financial institutions do not purchase credit rating data feeds 

at all: presumably these firms instead make use of other, substitute, forms of risk data – such as freely 

available credit data or other financial data – for their commercial purposes / internal risk analyses. 

We encourage the FCA to acknowledge that free credit ratings data and/or other forms of risk data 

are important competitive constraints to the sale of credit ratings data. 

2. No consistent evidence of harm that would justify intervention

In any market, including those functioning well, users of products and services will have varying levels 

of satisfaction in relation to the provision of those products and services. In this case, respondents 

(numbering 55) who used credit ratings data in their operations gave consistently “mixed” responses 

in relation to the main areas of inquiry: transparency of pricing;6 ability to negotiate;7 and whether 

respondents felt they were getting good value out of credit ratings data services (where “many users” 

had no concern).8  Only a very small number of respondents (four across all markets covered, including 

at least one respondent apparently not based in the UK)9 were of the view that the markets should be 

referred to the CMA.  

In sum, this mixed picture, with a large part of the customer base well-served by existing credit rating 

data services, does not provide clear and consistent evidence of harm that might serve to justify 

intervention by the FCA. Nonetheless, we consider below the areas of potential concern articulated in 

the Report. 

a. Uncertainty around quality and usability of free ratings data

We were surprised to read that UK firms may not use free sources of credit ratings data due to factors 

such as limited coverage, perception of the ratings being potentially outdated and the data being poor 
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quality.10 In terms of coverage, as the FCA has rightly identified, all public  ratings are made 

available at no cost on  and regulators’ websites. Ratings are made available first 

on r , and data submissions to regulators’ (FCA’s, ESMA’s) platforms are regularly 

updated in line with regulatory requirements. As such, we are not convinced that these concerns are 

borne out in fact in the case of 

The FCA has noted that one barrier to the use of free data sources arises from uncertainty about the 

terms of use in the absence of a licence agreement with CRA data affiliates.11  amended the 

terms of use for its website to make plain that for those users wanting to use  credit ratings 

for regulatory reporting, this can be done, for free. We understood this had disposed of market 

concerns / confusion and would therefore be interested to understand in more detail the concerns 

raised with the FCA. This may be a question as to whether awareness of clarifications in  terms 

of use has yet fully filtered through to market participants (or, alternatively, whether concerns may 

be directed towards other CRAs). 

We acknowledge that aggregating freely available data from CRA websites could be time and resource 

intensive and that there is a cost to integrating the data. Indeed, this demonstrates the value of the 

credit ratings data feed services offered by 

b. Vertical integration and barriers to entry and expansion

 agrees that market dynamics in respect of credit ratings issuance do not simply ‘read-across’ 

to the distribution of credit ratings data. Issuers of corporate and sovereign debt seek credit ratings 

for various purposes (including, as the FCA has identified to attract investment and to help secure 

better terms for their debt). Credit rating data are obtained by market participants for different 

purposes (e.g. risk modelling, informing investment and lending decisions). The distribution channels 

are also different. Issuers typically acquire credit ratings directly from a CRA (which may be engaged 

via an authorized intermediary), whereas credit ratings data may be distributed / redistributed 

through various channels (including, as the FCA has observed, financial news websites, Market Data 

Vendors (MDVs) etc.12). While there is inevitably some link between the issuance of credit ratings and 

the distribution of credit ratings data by a CRA affiliate, these are distinct lines of business, operating 

under different competitive dynamics.  in particular, faces strong competitive constraints in the 

form of other distributors of paid-for credit ratings data, other forms of risk and pricing data and freely 

available credit ratings. 

c. Pricing structures and price transparency

The report indicates that some respondents considered pricing practices are not entirely transparent, 

while certain respondents were not clear how prices were set for credit ratings data.  

We have explained the pricing model for  credit rating data feeds in previous responses to the 

FCA.13  regularly contracts with highly-sophisticated customers who have teams dedicated to the 

procurement of financial data – including amongst the ‘asset managers and investment banks with 

Stakeholder L's Response to the Update Report

61
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 customers are well-able to understand and engage in informed negotiation in relation to the 

different pricing structures  offers. If they are dissatisfied, they can simply choose not to take the 

product. There are many alternative means for customers to obtain credit (and other) risk information. 

d. Fees

We are pleased that many users of credit ratings data had no concerns around the value of these 

services. This bears out  view that its credit ratings data services offer excellent value to 

customers.  

3. Broader comments on the Report

a. Customer demand for data to satisfy commercial and regulatory purposes

As expressed above, we believe the market is working well for customers seeking credit risk 

information. When firms seek risk data to add value to their commercial offering – as is the case for 

the main part of  customer base for credit rating data feeds – there are multiple sources and 

forms of risk data available to them.  

Some users may procure credit rating data for either internal or regulatory purposes. Our 

understanding is that where users require data exclusively for those purposes,  low-cost 

‘regulatory use’ feed, or freely available ratings, satisfy that customer demand.  

b. Size of credit ratings data market

We note with interest that the interim report indicates that UK sales of credit ratings data generate a 

comparatively small amount of revenue (up to £100m), both in absolute terms and in contrast to other 

areas being studied (£600m for benchmarks, more than £200m for trade data, and £3bn for MDVs).  

c. Description of intra-group licensing arrangements

The FCA states at paragraph 1.14 that CRAs “give” their affiliate entities their credit rating data. We 

think this is potentially misleading and could usefully be clarified:  in the case of  credit ratings 

data are licensed and paid for between separate business divisions.  

4. Conclusion

Having reviewed the Report,  is of the view that there is limited harm evidenced and that the 

FCA need take no action in relation to credit ratings data services. Nonetheless, we look forward to 

continuing our engagement with the FCA. In particular,  is keen to understand in more detail 

the FCA’s main areas of concern with a view to considering whether there is more  (and  other 

market participants) might sensibly do to facilitate positive outcomes for users of credit ratings data. 
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We thank you for your consideration and look forward to further engagement with the FCA 
on this matter.  

Yours faithfully, 
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29 September 2023 

Financial Conduct Authority 
12 Endeavour Square  
London E20 1JN  
United Kingdom  

By email: wholesaledatamarketstudy@fca.org.uk 

 Comments on the Financial Conduct Authority on the Wholesale Data Market 
Study Market Investigation Reference Notice (MS23/1.3) and Update Report 
(MS23/1.4)  

 welcomes the opportunity to provide comments on the Financial 
Conduct Authority (“FCA”) Market Investigation Reference Notice (the “Reference 
Notice”) and Update Report (the “Update Report”) relating to its Wholesale Data Market 
Study (the “Market Study”).   has provided feedback on the Market Study1 and we 
look forward to ongoing engagement with the FCA in its preparation of the final report.  

 are used by a variety of institutional clients, including asset managers, 
asset owners, banks, insurance companies and wealth managers. We do not offer index 
products and services to retail investors, do not provide credit rating data and we are 
not a market data vendor.   is, in certain circumstances, a customer of market data 
vendors.  

 understands from the Update Report that the FCA continues to review and 
analyse the information it received.  The FCA’s considered approach in deferring its 
conclusions and recommendations until this work is complete is welcomed, including 
its decision to not refer the benchmarks market to the Competition and Markets 
Authority (CMA) for a market investigation.  As discussed in attached Annex I, the 
decision to not refer the benchmarks market to the CMA is well supported by the 
competitive nature of the benchmark industry and its continued responsiveness to 
evolving market needs.   
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However,  is surprised that after the supporting documentation that  provided 
to evidence the strong competitive environment for index providers, the FCA continues 
to hold the view in the “Emerging themes and issues” section of the Update Report that 
certain features of the market are likely to facilitate the creation of market power.  As 
we explain in Annex I, we do not consider that the evidence supports a finding that 
benchmark administrators have market power.  The “Emerging themes and issues” 
section also posits that this “market power” may be allowing benchmark administrators 
to impose commercial practices that result in high costs for benchmark users. The 
Update Report seems to base this broad assertion on perceived: (i) challenges related 
to switching of benchmarks; and; (ii) contractual constructions. 

i) Switching

In many cases, the opportunity for users to switch benchmarks is readily available in the 
market and can be achieved at nominal cost, there are replicable indexes available in 
the market offered by multiple providers and there are no contractual constraints or 
other material barriers to doing so. It remains unclear what threshold the FCA is using to 
determine an appropriate level of ability to switch benchmarks.  Indices are not like 
disposable consumer retail goods (groceries, retail, consumables), where preferences 
change and consumers may exhibit regular switching behaviour. Rather, users of 
indices generally take a long-term view regarding index selection (e.g., to be able to 
consistently assess the performance of a fund over time). This long-term view is a 
positive for financial market stability and we would urge the FCA to be cautious about 
assuming that “more switching is inherently good” without a clear economic benefit and 
which does not introduce financial instability into an otherwise well-functioning market. 
Simply focusing on switching rates in isolation will significantly underestimate the 
intensity of competition in the sector.  

ii) Licensing

Benchmark customers are sophisticated and well-resourced financial services 
companies well-positioned to understand various licence offerings.  has provided 
samples of data licensing agreements to the FCA which are typical of licensing 
agreements used widely in the financial sector.  There are no significant contractual 
restrictions on termination or other impediments to switching to an alternate provider or 
benchmark.  The Update Report has still only provided very limited detail on the 
specifics of any potential concerns, and it remains unclear which elements of the 
contracts are at issue. 

We would urge the FCA to ensure that any future analysis it undertakes reassess the 
market principles that: 

• index investing has brought significant benefits to end investors and financial
markets as a whole;
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• an analysis of the features of the market identified by the FCA do not support a
finding of benchmark providers having persistent market power;

• there are limited barriers to benchmark provision – the FCA’s assertion regarding
network effects and brand awareness as entry barriers are not borne out by the
evidence;

• benchmark providers compete across multiple dimensions;
• benchmark providers’ commercial practices are appropriate and do not limit

switching; and
• quality and cost are key parameters of competition for benchmark providers.

Each of these points is described further in Annex I. 

We would like to thank the FCA for its consideration of  submission.   looks 
forward to continuing to engage with the FCA for the remainder of the Market Study and 
in the preparation of its final report.  

Sincerely, 
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Annex I 

1. Index investing has brought significant benefits to the market

The wide use of benchmarks has fueled a significant growth in passive investment. 
Over the last 10 years, assets under management (AUM) in passively managed funds 
tracking indices have increased significantly. The impact of the growth in passive 
investment has been very positive for end investors.  As the work of the Market Study 
continues, it is critical for the FCA to consider the broader impact of index investing and 
how benchmarks contribute to its development: 

• Lower management fees and lower transaction costs for investors: the cost of
conducting extensive research and analysis is reduced which means lower costs
for end-investors, including retail investors;

• Increased transparency: benchmark providers disclose their methodology so
there is greater transparency for investors into funds and other products tracking
an index;

• Increased exposure opportunities for investors: through benchmark innovation,
investors have been able to build investment products to obtain exposure to
additional markets, segments, strategies and themes (e.g., value and growth,
sectors, factors, ESG, climate) captured by benchmarks, which would otherwise
have been inaccessible in passive products. This allows a wider group of
investors to benefit from more innovative and sophisticated investment
strategies; and

• Increased competition: the low fees incurred by indexed/passive funds have also
had an impact on how actively managed funds compete, forcing actively
managed funds to lower management fees to remain competitive.

This level and range of benefits to investors would not have been possible without the 
proliferation of indexes.  Estimates vary, but the direct savings from indexing for 
investors are in the range of $15-30 billion per annum.2  Indirect benefits (such as 
competitive pressure forcing active managers to reduce their own fees) are estimated 
at around $40-50 billion per annum.3 

2. Benchmark providers do not have persistent market power

The Update Report seems to suggest that, if benchmark providers have persistent 
market power, they have less incentive to compete on price, quality and innovation.  The 
Update Report asks whether certain features of the market for benchmark providers are 
likely to facilitate the creation of persistent market power: network effects; brand 
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awareness; barriers to entry due to input and start-up costs; and vertical integration with 
input data providers. 

 is confident that, with further analysis and engagement with  and other 
benchmark providers, the FCA will conclude that these market features either do not 
exist or do not in fact facilitate any persistent market power in relation to the provision 
of benchmarks.   

Network effects do not represent a barrier to entry or expansion.  Benchmark providers 
do not rely on “network effects” to compete in the market, but are instead increasingly 
competing with a wide range of entities and across a wider range of indexes. The 
Update Report indicates “the more a benchmark is used, the more it is valuable to users 
due to network effects, resulting in markets tipping to a specific benchmark that is 
unlikely to be displaced” and that “brand awareness at the end investor level may result 
in specific benchmarks becoming ‘must-haves’” thereby reducing the ability to choose 
alternatives.”4  We understand this perspective reflects only preliminary Market Study 
analysis, and would urge further consideration of critical additional aspects of the 
benchmark competitive landscape such as quality of benchmarks and their ongoing 
administration. 

For example, the Update Report refers to network effects arising when financial 
instruments that reference a main benchmark are widely traded, resulting in lower 
trading costs. However, this is only one of a multitude of use cases for benchmarks and 
indices (as shown in Figure 5 of the Update Report).  For many of these use cases, 
network effects are not significant. Even when considering benchmarks used in 
financial instruments, it is not the case that liquidity confers market power on 
benchmark providers.  As explained by  in our response to the FCA’s Section 174 
Notice,  asset-based fees (the primary way in which  charges customers 
who use indices in financial products) have fallen significantly over the last 5 years. 

We are certain that further analysis of the market by the FCA will clarify that any 
potential network effects do not represent a barrier to entry in relation to the provision 
of benchmarks. 

Strong brand awareness does not result in sub-optimal outcomes for users.  Similarly, 
the Update Report states that asset managers’ choice of benchmark is “largely driven by 
their own clients’ strong preference for well-known benchmarks”, further suggesting 
that this “may lead to sup-optimal outcomes for end investors where benchmark users 
have better knowledge about benchmarks’ price and quality, but select the benchmark 
they use based on client preferences.”5  On the contrary, many end investors are large, 
sophisticated asset owners such as pension funds and endowments who conduct 
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proportion.  These trends do not suggest persistent market power, but instead indicate 
an expanding universe of suppliers and an increasingly competitive landscape for 
benchmark providers.   

We welcome the FCA’s further analysis of potential barriers to entry which we expect 
will confirm that barriers to entry in the benchmark space are limited and do not 
constrain competition.    

Vertical integration.  The Update Report also indicates that vertical integration of 
benchmark providers can serve to increase barriers to entry, although it provides little 
detail on the specifics of any potential concern.   is a benchmark provider only.  It 
is not vertically integrated with any company active in the other levels of the value chain 
which are subject to the Market Study.  

As such  does not consider that the features of the market identified by the FCA 
are in fact likely to facilitate the creation of persistent market power.   looks 
forward to continuing to address all of these questions with the FCA in the remainder of 
the Market Study.  

3. Benchmark providers compete across multiple dimensions

Benchmark providers compete on numerous features include price, innovation, quality, 
accuracy, reliability, speed to market and client service.  Indexes across asset classes 
are provided by many entities, with competition extending significantly beyond the 
largest benchmark providers.  Buy- and sell-side clients are calculating their own 
indexes, asset owners are “insourcing” indexes, and traditional platform providers are 
offering indexes for the first time.  Substitute indexes are readily available for the 
market to use as alternative benchmarks, and many can be calculated relatively easily 
by any competitor benchmark provider. 

Meanwhile, new benchmarks have the potential to deliver substantial value to investors, 
including helping to support new and differentiated investment opportunities.  The 
scope of innovation as a key factor of competition is highlighted by the increase in the 
number of indices calculated by  on a daily basis, from around 190,000 in 2016 to 
over 278,000 in 2022.   

Benchmark administrators also face considerable pressure to innovate and maintain 
and improve the quality and variety of their indices. That pressure comes from market 
trends, client demand, and competition from other existing benchmark administrators, 
new entrants, and a wider set of companies using different models of index calculation. 
As a result,  and its competitors are constantly striving and investing to innovate 
and improve their products, whether that be in the shape of new indices, new service 
innovations and/or improved quality, service, and support tools.  A steady increase in 
the number and type of indexes and in improved service delivery is the direct result of 
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growing demand by investors for new and different products to match their varied 
investment objectives. 

4. Benchmark commercial practices are appropriate and do not limit switching

understands the FCA is evaluating concerns which have been raised about the
perceived complexity of licensing contracts and a lack of transparency in relation to the 
related terms and conditions, including their impact on the ability for users to switch 
benchmarks.   

Licence Agreements.  We note that benchmark customers are sophisticated and well-
resourced financial services companies well-positioned to understand various licence 
offerings.  Our approach to contracting has remained consistent for more than 20 years.  
We take a modular approach to contracting and licensing of our subscription services. 
The customer signs up to a framework data licence agreement, which allows the data to 
be used internally and in connection with active management.  Typically, a component 
of the licence fee is based on the number of locations and users.  The higher the 
number of locations and users, the higher the level of fees, as with any subscription 
licence arrangement.  

Other uses including creation of investment products such as funds or derivatives, 
public reporting, or research publication require additional documentation for the 
additional terms and conditions associated with these uses.   

None of these documents are lengthy or complex.  The base data licence agreement is 
only a few pages and is a basic commercial contract.  The additional licences that build 
on the agreement are also straightforward and concise.  In our experience, index licence 
agreements are among the simplest documents in comparison to other contracts in the 
financial services space.   periodically reviews the terms and conditions of its 
contracts to ensure they reflect current market practices, appropriately allocate risks 
and responsibilities and facilitate a positive client experience.  We also recently 
introduced client-centric measures to enhance and simplify our licensing framework for 
index data (e.g., electronic contracting; simplified contracting processes for our clients 
interested in index data trials; and simplified the ability for affiliates of an  client to 
license our products and services). 

We are confident that further analysis of the market will clarify that benchmark provider 
licensing practices are not overly complex but instead appropriate for benchmark 
customers and the services provided.  To date, the points raised by the FCA have been 
of a general nature.   looks forward to engaging further with the FCA on this and to 
hearing and responding to any more specific concerns. 

Barriers to switching.  The Update Report also identifies termination requirements and 
access to historic data as practices that increase licensing complexity and result in 
barriers to switching.  The vast majority of  contracts are only 1 year in length 
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Dear Sirs, 

We are grateful for the opportunity to comment on the Financial Conduct Authority’s invita�on 
Wholesale Data Market Study Update Report, and the wider themes considered in it.  Our comments 
are made primarily from the perspec�ve of our experience advising OTC deriva�ves end users on 
interest rate, FX and infla�on deriva�ves. 

We would be grateful for the source of comments below to be kept confiden�al. 

1. Benchmarks
- The success of LIBOR as a single metric for pricing loans and deriva�ves was fundamental to

the growth and success of both of these markets.  Compe��on between benchmarks which
serve essen�ally the same purposes is, therefore, undesirable and these are, and should be
regulated as desirable natural monopolies.  In par�cular, it is deeply undesirable for
deriva�ves market liquidity to be split between benchmarks and doing so will almost
certainly lead to dysfunc�onal markets and harm for end-users  (witness Term SOFR and
ESTR deriva�ves markets.)

- The consequences of a split market liquidity are not confined to deriva�ves in the index
alone.  Spli�ng deriva�ves market liquidity in an interest rate index has a knock-on impact
on associated basis swap markets and cross-currency swap markets, which are inherently
less liquid in the first place.  There is a significant knock-on in addi�onal costs for systems
development etc.

2. Market Data

Market structure 
- Market data provision is characterised by economies of scope, ie the incremental cost of

adding addi�onal data to a large pla�orm is negligible, whereas the startup cost of
establishing a new data service would most likely be prohibi�ve: effec�vely, market data
gathering, processing and dissemina�on is a natural monopoly.

- It is widely publicised by  that it does not nego�ate on pricing.  We do not think
that the reason for this is switching costs or fric�on: rather, for the majority of users there is
no alterna�ve product that offers equivalent scope.  The viability of alterna�ve products will
depend on specifically what data is needed but only users with quite narrow data
requirements will be able to switch outside the top 2 providers, and most many users will be
confined to only one of the top 2 (no�ng that one or other is o�en preferred within specific
markets.)

Cri�cality 
- The significant implica�on of this for financial regula�on is that if one of the top 2 were to

cease to provide services for any reason, considerable harm would inevitably be caused to
financial markets and their customers.

Data transparency and facilita�on of market manipula�on 
- An issue that par�cularly concerns OTC deriva�ve markets is market data

transparency.  Data contributors can elect whether their data feed is visible by default to all
users or only users that they specifically permission.  An end-user or their advisor dealing
with a specific bank will most likely not be able to see that bank’s data feed.  This
contributes to the ability of the bank to add addi�onal profit at execu�on by claiming that
the system price does not represent its own internal pricing, and also prevents the detec�on
of front-running or market manipula�on by end users, because they cannot see which prices
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are driving the system clearing price.  Implemen�ng a requirement for all data to be 
transparent to all users would clearly be beneficial to TCF and market abuse. 

Product bundling 
- The regula�on of market data as a would addi�onally eliminate any poten�al issues around

product bundling of quan�ta�ve analy�cs (QA) so�ware with market data, which would
otherwise poten�ally s�fle compe�ng QA system development and inhibit end users’ ability
to create redundancy in their systems.

Regards, 
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 awareness does not lead to sub-optimal outcomes 

34. The Update Report suggests that brand awareness could lead to sub-optimal outcomes for

end investors.  considers that whilst brand can be an important driver of choice for some

customers, it is not necessarily the main driver of choice and brand awareness is not leading

to sub-optimal outcomes in the market. 20

35. First, it is not the case that brand awareness represents an insurmountable barrier to switching

or a barrier to entry and expansion. As set out above, there are numerous examples of both

switching and entry over the last 10 years. New financial products based on indices are created

frequently. This means that there is ample opportunity to facilitate entry and overcome any

barriers related to brand awareness.

36. 

37. Third, it is possible for firms to minimise their reliance on established brands by:

(a) creating substitute indices that aim to replicate headline indices. For example, there are

many alternatives for US large market-capitalisation indices, such as:

(i)
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value of the product does not depend on the number of users of that product. In this regard it 

is important to distinguish between brand effects which are relevant to other use cases (as 

addressed above) and network effects. 

43. The limited importance of network effects in relation to other use cases is supported by the

absence of any evidence of market tipping in relation to these use cases. For example, in

relation to the use of benchmarks in investment funds, there is clear evidence of fund

managers multi-homing in relation to specific asset classes. This is not consistent with the

market tipping towards a specific benchmark.

44. Even in relation to the use of benchmarks in Financial Instruments and Contracts, the presence

of network effects does not create market power or poor outcomes for investors for the

following reasons:

(a) As markets evolve there is continual demand for new financial indices and commodity

price assessments, and this creates a process of intense competition to become the

benchmark (i.e. competition for the market). Such competition is frequently long-running

and provides the opportunity for new providers to enter. In recent years a number of

market trends have created demand for new benchmarks including demand for ESG

financial indices.26

(b) Network effects can benefit consumers. For example, as noted at paragraph 3.50 of the

Update Report, referencing the main benchmark can increase market liquidity resulting

in lower trading costs compared to trading products linked to less popular benchmarks.

(c) Paragraph 3.49 of the Update Report notes that where benchmarks are used to

determine the settlement price of a contract "certain commodity price assessments,

Forex and interest rate benchmarks tend to become the standard for specific uses".

However, network effects are not insurmountable as benchmark displacement does

happen. There are multiple instances of benchmarks being displaced.

 These 

show that benchmarks must continue to innovate and offer a high quality product or 

face displacement. 

Vertical integration is not an important feature of the benchmark market 

45. The Update Report states that "Benchmark administrators are increasingly part of groups that

operate at multiple levels of the value chain … this is potentially harmful when vertically

integrated firms provide inputs to other firms which compete across the value chain, if it results

in barriers to entry or expansion and reduces choice".27 Whilst  recognises that many

benchmark administrators are part of vertically integrated groups,  does not see this as a

key feature of the market.
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regulatory purposes".64 In  experience, however, the publication of free credit ratings 

has had a significant impact on competition and innovation in relation to the distribution of 

credit ratings data. 

97. The data provided on these public websites contains all of the core data elements of a credit

rating.65 In addition to the ratings data,  website also includes:

(a) regulatory disclosures for each rating (including the methodology used, and details of

the analysts responsible for the credit rating); and

(b) related research and insight for free, as well as providing search functionality to allow

users to search within these insights.66

98. The terms of use67 of the free credit ratings website allow users to

(a) use Non-Historical Ratings68 on an ad hoc basis within the users' organisation in the

ordinary course of securities disclosure activities and the drafting of transaction

documents. Users may also publish selected individual Non-Historical Ratings on a

non-commercial basis (i.e. for activities that do not seek any commercial benefit); and

(b) if end-users are directly compelled by applicable law or regulation, users may also:

(i) include credit ratings within a report required by law or regulation; and

(ii) deliver such report to the regulator or authority as identified by the law or

regulation in order to meet the users' own reporting obligations.

99. The data used by  in relation to credit ratings data products is derived from precisely

the same database as the data available from the free webpage – the ratings are therefore

entirely consistent and the quality is exactly the same.

100. In order to ensure that  correctly meets its regulatory disclosure requirements, the credit 

ratings on  website are published and made available to the public before the credit 

ratings are sent to or published on data platforms and products. 

redistributors and data feed customers also receive the data very shortly after it is received by 

 (typically within 5-10 minutes depending on the volume of the data).69

101. Contrary to the FCA's findings that there is limited evidence of firms using these free sources,

 experience is that these sources are used and valued. In relation to  own free 

webpage specifically, although  only tracks limited user information on those accessing 
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its website, the available data shows that there are regularly  page-views on its free 

ratings website every month (globally).70 This number most likely materially understates the 

access and use of the free data as it does not include customers which also/alternatively 

access the data from the PRD or ERP.

102. It is also clear that certain users do rely on the free credit ratings rather than a paid subscription

service.71 For example:

(a) Certain users who only require credit ratings for purposes that fall within the free website

Terms of Use will use the free ratings instead of a subscription service. By way of

example,  understands that the free credit ratings are being used by entities such

as: (i) insurance funds which only require the data to run internal compliance checks or

internal risk management, or (ii) small banks located in territories in which

ratings coverage is lower and therefore who only need to follow a smaller number of

issuers on  website.

(b) Although commercial use of the free credit ratings is not permitted under  Terms 

of Use,

103. The availability of the free credit ratings on the  website also 

 There is therefore additional 

pressure on  (in addition to existing competition with other credit ratings data providers 

and distributors) to ensure that its products are providing real value to customers in terms of 

additional functionalities, usability, content and insights.  

104. The availability of and rights in relation to the free data will significantly increase once the

expected European Single Access Point (ESAP) becomes effective. ESAP is intended to be

an EU-wide platform aimed at providing investors with seamless access to financial and

sustainability-related information, including credit ratings data. Currently ESAP mandates that

credit ratings information will be offered and updated on a regular cycle, free of charge to all,
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risk.75 This is inevitably weakening demand and strengthening competition for credit ratings 

data subscription products as investors look to alternative solutions. 

108. One of the key issues raised by regulators and commentators following the global financial

crisis has been overreliance (or ‘mechanistic reliance’) on credit ratings. Launched in 2009,

the Basel III reforms included revisions to the standardised approach for credit risk including

to reduce “mechanistic reliance on credit ratings, by requiring banks to conduct sufficient due

diligence, and by developing a sufficiently granular non-ratings-based approach for

jurisdictions that cannot or do not wisht to rely on external credit ratings”.76 In 2010, the

Financial Standards Board drew up a number of principles to reduce reliance on credit ratings

and to encourage market participants to establish stronger internal credit risk assessment

practices and to use internal ratings based approaches.77

109. The CRA Regulation includes provisions aimed at addressing the risk of over-reliance on credit

ratings. For example, Article 5a requires that firms “shall make their own credit risk assessment

and shall not solely or mechanistically rely on credit ratings for assessing the creditworthiness

of an entity or financial instrument”.78

110. In practice, there are a significant number of entities and securities that are un-rated, which

means that firms have needed to develop and deploy additional tools to assess risk outside of

the universe of rated entities and securities. As an illustration,  estimates that its credit

ratings cover only  of all publicly listed companies on exchanges globally. 79  This

inevitably means that firms have needed to develop and deploy additional tools to assess risk

outside of the universe of rated entities and securities. There are therefore a range of providers

and solutions which have developed to help firms measure credit risk without requiring a credit

rating.

111.   offer a suite of models, analytics and other data that help 

 client assess risk without relying on external credit ratings. Whilst these products 

contain analytical information and data that may use credit ratings, their components, financials 

and/or ratings criteria as an input, they do not themselves carry credit ratings data.   

112. As noted above, in addition to the CRAs and their data affiliates and distributors,

credit ratings data competitors include suppliers of credit analytics services. These suppliers

provide credit scores, models and related tools that are used to measure the credit risk of rated,

unrated, public and private companies. Providers include  and

and , as well as a number of tech firms that

entered this market in recent years, for example,

In addition to competing with , these sources are also increasingly
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notes in the Update Report, "price discrimination can be beneficial if it allows certain customers 

to buy services they could not otherwise afford"85. 

119.  customers generally engage in negotiations in relation to price and price changes. 

This is reflected by the survey responses received by the FCA, which led the FCA to note that 

"many users said that they were able to negotiate prices".86 Credit ratings data customers are 

often large companies which are sophisticated purchasers, including investment banks, 

investment managers, commercial banks, private equity firms and inductance companies. In 

most cases, these companies will have dedicated procurement and legal negotiating teams. 

These customers therefore have significant buyer power and consequently are able to secure 

favourable terms for their customers. The Update Report also acknowledges that a significant 

share of users access credit rating data services via the role of MDVs, and that "buyers in this 

market are sophisticated users with procurement teams that review licenses regularly".87

120. In addition, as noted above,

 This means that, if customers do not like the terms or price on 

offer, they are free and able to switch to an alternative provider. Where customers choose to 

have multi-year contracts, this is because they value the certainty provided over a longer period 

of time of knowing, from the outset, the fees that will apply for the duration of the contract. 

 pricing is competitive and is not characterised by excessive annual price 

increases 

121. The Update Report notes that respondents had "a mix of views about whether they were

getting good value out of credit ratings data services". Although "some firms found licensing

fees and annual price increases excessive … many users did not express any concerns around

value".89

122.  pricing is competitive, reflecting the significant competitive pressures it faces in the 

distribution of credit ratings data from a wide range of firms, and also the impact of the 

availability of free data. 

123.  typically reviews

124. This is reflected in the prices actually paid by customers. Analysis of the financial and

transactional data provided by  to the FCA in response to its RFI shows that
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(d)  does not have the ability or incentive to foreclose rivals through restricting 

rivals' access to data or charging higher prices to rival MDVs:  

(i)  share of the UK MDV market is small, at approximately  (based on 

revenue from UK-based customers of £3bn, as set out in the Update Report, 

and  response to the financial template); and 

(ii) a single data set's availability is generally not a key driver of customer MDV

choice and therefore any foreclosure strategy would be unlikely to see

customers switch to .
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asset manager, global custodians and finally banks.  It is our experience that the pension 
funds and trustees have a minimal understanding of the FX market, whilst global custodians 
and banks have a more in-depth knowledge of the markets. 

• an inertia by the banks and global custodians due to the substantial amounts of income from
their pre-hedging activity, and therefore they are not prepared to offer a choice. In the
opinion of  the pre-hedging revenues are a significant factor here as they tend to be
much more substantial than the margin charged around the fixing price.  These pre-hedging
profits by banks and direct market participants are opaque and are not shared with asset
owners who bear the brunt of the negative impact on them.

We have created our product to provide an alternative that addresses some of the issues associated 
with the current providers, and to enable the asset manager to meet their best execution 
requirements under the Global FX Code by having that choice. In our experience we do not see asset 
managers, global custodians and banks demonstrating that they are seeking best execution for their 
clients, the asset owners. Nor do we see asset owners asking the right questions of the market 
participants on this topic.   

We would like to add to the comments in the report as follows: 

4.9. We fully endorse the representations you have already received. We would be very willing to 
share specific examples to support the views which have already been submitted to you by other 
respondents. 4.13 and 4.14 We would welcome, if not a MIR, a behavioural remedy as suggested. 
The FX spot market has benefitted in many ways from the GCFX Global FX Code, and the self-
regulation of the industry to avoid previous harm seen in 2014, and is an initiative we fully support. 
We do feel a strengthening of the message on adherence to the Code by the FCA to all market 
participants would assist in reminding the market of their duty of care to the end users in the chain – 
the individual UK investors and pensioners. Requirements of the Senior Manager Regime and 
Treating Customers Fairly regulations are also ways that behaviours could be changed. 

4.19 We agree the high concentration for specific types and uses of benchmarks have been observed 
for the last 5 to 10 years. Our company  is the only challenger to one market dominant 
incumbent. We see potential client harm from having a non-competitive industry where we are a 
lower cost choice, providing significant savings to the end users, who are generally the pensioners 
themselves. This speaks to the point on commercial practices which may result in high costs. 
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