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The threefold impact of ESG ratings on the credit decisions of small and medium-sized banks:
Signaling, risk pricing and regulatory compliance
Huang Zuxu

Shandong Vocational College of Science and Technology, Weifang 261053, China

Abstract: This paper focuses on the impact of ESG ratings on the credit decisions of small and medium-sized banks. Through theoretical
analysis and case studies, it reveals that ESG ratings reshape the credit decision-making model through three paths: signal transmission,
risk pricing, and regulatory compliance. The study finds that ESG ratings can effectively integrate non-financial information of enterprises,
alleviate information asymmetry between banks and enterprises, and help small and medium-sized banks optimize credit access, quota
allocation, and risk pricing. At the regulatory compliance level, ESG ratings have become an important tool for implementing policies,
promoting the transformation of banks’ credit business towards green and compliant directions. Taking Jiangnan Rural Commercial Bank and
Zhejiang Internet Merchant Bank as examples, the practice shows that the application of ESG ratings can optimize the credit structure and
promote business innovation. Based on this, this paper puts forward suggestions for small and medium-sized banks and regulatory authorities,
including improving the ESG rating application system and strengthening regulatory policy guidance, and prospects the future development
trends and research directions of ESG ratings.
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