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Consultation on sponsored research

Question 1: Are you aware of or adhering to another code of conduct for issuer-sponsored research that ESMA could take into account? If so, which specific parts of the code of conduct would be of added value to consider for the EU code of conduct? Please state the reasons for your answer. 
Sponsored research is regulated in Industry Standard nr 3 for member firms in NSDA. The premise is that sponsored research cannot include neither recommendation nor target price as that would erode the credibility of the ordinary research produced by the member firm. 
5.2 Issuer-Sponsored Research
If the issuer or a third party pays for the preparation of the research, this must be clearly and prominently disclosed in the research report, for example, by using the designation "issuer-sponsored research," "sponsored research," or similar. The payment structure for such research must not include incentives that could compromise the analyst’s objectivity. An example of a prohibited structure would be an arrangement where compensation for research coverage is deducted from fees for a potential future corporate finance assignment.
An issuer-sponsored research report must comply with all content requirements set out in Section 7 of this Standard. However, it must not include investment recommendations such as "buy," "hold," "sell," "underperform," "market perform," or "outperform." Additionally, the report must not contain a target price. Instead, it may include a valuation range for the company as a whole or per financial instrument.

[bookmark: _Hlk192839026]Question 2: Do you agree with the proposed approach? Please state the reasons for your answer. 
The NSDA would, based on the Norwegian Standard, opt for developing a new and more stringent Code of conduct, ref Q1. The current CoC attempts, furtively, to create a set of rules to ensure investors of objectivity in paid-for-research. All investors, professional and non-professional, will have a fundamental scepticism towards this alleged objectivity. The only sensible solution is to take this scepticism into account and not publish targets or recommendations but instead use valuation ranges based on all available tools in the research toolkit. This would align the research product with investor perceptions as the report being marketing material.

Question 3: Do you agree to mainly focus the requirements on research providers? Or do you think that additional requirements are necessary for issuers? Please state the reasons for your answer. 
The NSDA agrees with ESMA’s approach to only focus the requirements of the EU code of conduct on research providers, rather than on issuers. 

Question 4: Do you agree with a minimum initial term of the contract of two years? Or should the initial term be more, or less? Or should the code of conduct allow one-off reports, such as for initial public offerings? Please state the reasons for your answer. 
There is no apparent reason for having a minimum contract term, if this is stated in the research report along with information on planned contractual updates. One-off reports will vastly improve investors’ understanding of the issuer than being without any relevant analysis.

Question 5: Do you agree with a minimum upfront payment of 50% of the annual remuneration? Or should that percentage be more, or less? Please state the reasons for your answer. 
This issue should be contractual between the issuer and the research provider. No regulation required.
Question 6: Do you agree with the information listed in Clause 7 of the code of conduct that research providers should make available to investment firms? Is there anything missing? Please state the reasons for your answer. 
The agreement between the research provider and issuer is a commercial contract and not public information. 

Question 7: Do you agree that only when the issuer paid fully for the research, it should be made accessible to the public immediately? Or should research partially paid for by the issuer also be made accessible to the public immediately? Please state the reasons for your answer. 
No comment
Question 8: Do you think that any further requirements should be introduced in the code of conduct? Please state the reasons for your answer.
See Q1 and Q2
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