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QUICK TAKE

KEY TAKEAWAYS:

o UK regulation maintains investor protection but pivots to growth
o Global market access is materially expanding with streamlined investor due diligence

o The UK is emerging as a reference point in regulatory innovation for global peers

In her November 2024 inaugural Mansion House speech, the Chancellor of the Exchequer said that the
UK had been for too long “regulating for risk but not regulating for growth.” The speech called for a new
balance between economic growth, consumer protection and financial stability. That shift is now
becoming visible in the Financial Conduct Authority (FCA) and the Prudential Regulation Authority’s
(PRA) joint consultation on proposed reforms to the UK Securitisation Regulation.

The FCA and PRA adopted the EU securitisation regulation into their rulebooks in November 2024, with
early deviations that reduced compliance burdens. The current FCA and PRA consultation goes further,
signalling a decisive shift toward outcomes-based regulation. For securitisation investors, the key elements
include:

e A streamlined investor due diligence framework — The consultation removes the overly
prescriptive rules that investors face. This streamlined approach applies to both UK and non-UK
securitisations, materially improving UK investors’ access to global markets.

e Risk retention of non-UK securitisation — The approach moves away from the rule that UK
investors can only invest in securitised assets issued outside the UK if they comply with a 5%
risk-retention requirement. The consultation suggests alternative mechanisms for demonstrating
alighment of interest. This could double the investment opportunities from a $450 billion (£330
billion) to a $1.2 trillion (£880 billion) CLO universe for UK investors.

e Tailored transparency — The consultation moves away from the one-size-fits-all “ESMA
Template” approach. The FCA and PRA propose simplified disclosures tailored to specific
securitised asset classes. This reflects the reality that reporting suitable for RMBS is often
ill-suited to CLOs. The aim is to move to a more principles-based approach, reducing reporting
burdens while improving coherence.

e Public/private securitisation — The FCA suggests "removing the delineation between public
and private securitisations and no longer requiring reporting to Securitisation Repositories (SRs)".
This removes costs and administrative burden.

Timeline — The consultation closes after a 13-week response period on 18% May with a final Policy
Statement potentially published by the end of the year. However, the overarching priority is to ensure the
framework is fit for purpose, meaning publication could slip into early 2027.
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STATEMENT

*2026 and 2027 timelines are tentative and subject to change

These changes reflect a considered but ambitious approach to securitisation reforms and move the UK
closer to global regulatory norms. They preserve high standards of investor protection and market
integrity while reducing regulatory burden and market fragmentation.

Once enacted, these changes will likely lead to immediate benefits for UK investors. They will enjoy
access to a fast-growing universe of investments leading to greater portfolio diversification and
opportunities for enhanced risk-adjusted returns.

The UKs shift to an outcomes-based framework comes as the EU advances its own securitisation
regulation review (SECR). The European Commission's June 2025 SECR proposals have been criticised
by some lawmakers and market participants as insufficiently ambitious and not investor-centric.

PGIM has consistently highlighted that EU due diligence and transparency proposals constrain EU
investors’ access to globally diversified securitised portfolios, limiting them to roughly 25-30% of the
global universe. Reform should focus less on issuers and more on EU investors and seek to place them
on an equal footing with global peers.!-2

The UK reform demonstrates that this is achievable and should help inform ongoing negotiations
between EU Member States and the European Parliament.

Member States took a step in the right direction in December 2025 by agreeing a common position that
supports greater global diversification, but the legal text remains prescriptive and may still fall short of
delivering meaningful market outcomes.

! Oct 2025, PGIM, Seeking Balance in EU Securitisation Reform
* Dec 2024, PGIM, Reviving European Securitisation — Translating Ambition into Reality
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https://www.pgim.com/at/en/institutional/insights/asset-class/fixed-income/bond-blog/seeking-balance-in-eu-securitisation-reform
https://www.pgim.com/content/dam/pgim/us/en/pgim-fixed-income/active/documents/white-papers/Reviving-European-Securitisation-Translating-Ambition-into-Reality.pdf

While the Rapporteur’s February Draft Report did not address EU investors’ access to global
securitisation markets, amendments indicate growing recognition among some MEPs of the need for a
more open and internationally aligned framework. We hope this momentum translates into substantive
change.

As the UK moves toward simpler and more proportionate reporting requirements, failure to adjust the
EU due diligence regime risks widening this gap further.

PGIM’s institutional clients consistently emphasise that broader opportunity sets are critical to improving
retirement outcomes for pensioners and policyholders. Under the current EU framework, regulatory
barriers continue to restrict investment in major securitisation jurisdictions such as Australia, Canada,
Japan and the United States.

A final political agreement is expected in Q4 2026, a similar timeframe to the UK’s final Policy Statement.
We hope the Commission, Council and Parliament can converge on a framework that matches the UK’s
level of ambition. Globally consistent and outcome-focused regulation is essential to delivering better
results for EU investors.
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IMPORTANT INFORMATION

These materials are for informational or educational purposes. All investments involve risk, including the possible loss of capital.
Past performance is not a guarantee or a reliable indicator of future results.

PGIM is the principal asset management business of Prudential Financial, Inc. and a trading name of PGIM, Inc. and its global subsidiaries and
affiliates. PGIM, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission (the “SEC”), and is a Prudential
Financial, Inc. (“PFI”") company. Registration with the SEC as an investment adviser does not imply a certain level or skill or training. PFI of the
United States is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a
subsidiary of M&G plc, incorporated in the United Kingdom. Prudential, PGIM, their respective logos and the Rock symbol are service marks of PFI
and its related entities, registered in many jurisdictions worldwide.

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London,
WC2N 5HR. PGIM Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number
193418). In the European Economic Area (“EEA”), information may be issued by PGIM Investments (Ireland) Limited, PGIM Netherlands B.V. or
PGIM Limited depending on the jurisdiction. PGIM Investments (Ireland) Limited, with registered office: 2nd Floor, 5 Earlsfort Terrace, Dublin 2,
Ireland. PGIM Investments (Ireland) Limited is authorised and regulated by the Central Bank of Ireland (Reference No. C470709) and operates on
the basis of a European passport. PGIM Netherlands B.V., with registered office at Eduard van Beinumstraat 6, 1077CZ, Amsterdam, The
Netherlands, is authorised by the Autoriteit Financiéle Markten (“AFM”) in the Netherlands (Registration number 15003620) and operates on the
basis of a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance on provisions,
exemptions or licenses available to PGIM Limited including those available under temporary permission arrangements following the exit of the
United Kingdom from the European Union. This information is issued by PGIM Limited, PGIM Investments (Ireland) Limited and/or PGIM
Netherlands B.V. to persons in the UK who are professional clients as defined under the rules of the FCA and/or to persons in the EEA who are
professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MiFID II). In Switzerland, information is issued by
PGIM Limited, through its Representative Office in Zurich with registered office: Limmatquai 4, 8001 Ziirich, Switzerland. PGIM Limited,
Representative Office in Zurich is authorised and regulated by the Swiss Financial Market Supervisory Authority FINMA and this information is
issued to persons in Switzerland who are professional or institutional clients within the meaning of Art.4 para 3 and 4 FinSA. In Singapore,
information is issued by PGIM (Singapore) Pte. Ltd. with registered office: 88 Market Street, #43-06 CapitaSpring, Singapore 048948. PGIM
(Singapore) Pte. Ltd. is a regulated entity with the Monetary Authority of Singapore (“MAS”) under a Capital Markets Services License (License No.
CMS100017) to conduct fund management and an exempt financial adviser. In Hong Kong, information is issued by PGIM (Hong Kong) Limited
with registered office: Units 4202-4203, 42nd Floor Gloucester Tower, The Landmark 15 Queen’s Road Central Hong Kong. PGIM (Hong Kong)
Limited is a regulated entity with the Securities & Futures Commission in Hong Kong (BVJ981) (“SFC”) to professional investors as defined in
Section 1 of Part 1 of Schedule 1 of the Securities and Futures Ordinance (“SF0”) (Cap.571). PGIM Limited, PGIM Investments (Ireland) Limited,
PGIM Netherlands B.V., PGIM (Singapore) Pte. Ltd. and PGIM (Hong Kong) Limited are indirect, wholly-owned subsidiaries of PGIM, Inc. (“PGIM”
and the “Investment Manager”), the principal asset management business of Prudential Financial, Inc. (“PFI”), a company incorporated and with
its principal place of business in the United States. PFI of the United States is not affiliated in any manner with Prudential plc, incorporated in the
United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. PGIM, the PGIM logo and
the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions worldwide. PGIM Fixed Income and PGIM Real
Estate are trading names of PGIM, a SEC registered investment adviser in the United States. Jennison and PGIM Quantitative Solutions are trading
names of Jennison Associates LLC, and PGIM Quantitative Solutions LLC, respectively, both of which are SEC registered investment advisers and
wholly owned subsidiaries of PGIM. Registration with the SEC does not imply a certain level or skill or training.

The information is not intended as investment advice and is not a recommendation about managing or investing assets. In providing
these materials, PGIM is not acting as your fiduciary.

This document may contain confidential information and the recipient hereof agrees to maintain the confidentiality of such information.
Distribution of this information to any person other than the person to whom it was originally delivered and to such person’s advisers is
unauthorized, and any reproduction of these materials, in whole or in part, or the divulgence of any of its contents, without the prior consent of
PGIM, is prohibited.
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These materials do not take into account individual client circumstances, objectives or needs. No determination has been made regarding the
suitability of any securities, financial instruments or strategies for particular clients or prospects. The information contained herein is provided on
the basis and subject to the explanations, caveats and warnings set out in this notice and elsewhere herein. Any discussion of risk management is
intended to describe PGIM'’s efforts to monitor and manage risk but does not imply low risk.

References to specific securities and their issuers are for illustrative purposes only and are not intended and should not be
interpreted as recommendations to purchase or sell such securities. The securities referenced may or may not be held in the
portfolio at the time of publication and, if such securities are held, no representation is being made that such securities will
continue to be held.

The views expressed herein are those of PGIM investment professionals at the time the comments were made, may not be reflective
of their current opinions, and are subject to change without notice. Neither the information contained herein nor any opinion
expressed shall be construed to constitute investment advice or an offer to sell or a solicitation to buy any securities mentioned
herein. Neither PFI, its affiliates, nor their licensed sales professionals render tax or legal advice. Clients should consult with their
attorney, accountant, and/or tax professional for advice concerning their particular situation. Certain information in this
commentary has been obtained from sources believed to be reliable as of the date presented; however, we cannot guarantee the
accuracy of such information, assure its completeness, or warrant such information will not be changed. The information contained
herein is current as of the date of issuance (or such earlier date as referenced herein) and is subject to change without notice. The
manager has no obligation to update any or all such information; nor do we make any express or implied warranties or
representations as to the completeness or accuracy.

Any projections or forecasts presented herein are subject to change without notice. Actual data will vary and may not be reflected
here. Projections and forecasts are subject to high levels of uncertainty. Accordingly, any projections or forecasts should be viewed as
merely representative of a broad range of possible outcomes. Projections or forecasts are estimated based on assumptions, subject to
significant revision, and may change materially as economic and market conditions change.

© 2026 PFI and its related entities, registered in many jurisdictions worldwide.
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