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1. Labour productivity growth has been very weak
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2. Wage growth higher than target-consistent but gradually easing
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3. Latest pay settlements consistent with steer from Agents’ survey
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4. Policy tends to respond more strongly to a demand shock than in
the presence of a tfrade-off

Model-based simulations of policy responses in May scenarios relative to baseline model-based path

Basis points

Higher persistence
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Reasons why the “term premium” might rise in the
US

* Attacks on Fed independence

* Fear of sanctions

* The US is seen as a less reliable security partner

* Risks include forced debt swaps, taxes on inflows etc
* The rule of law is being undermined

* Japan has described their Treasury holdings as a “card” in trade
negotiations

* Fiscal probity is being questioned



What the BOE might do to limit “contagion” from
US Treasuries

e Lower short-term interest rates because of an “unwarranted”
tightening in financial conditions

* The MPC already makes judgements about other unobservable
variables (e.g. the neutral rate of interest, the equilibrium
unemployment rate)

* If the QT programme is not on autopilot, it would give the MPC
another instrument

* Amend communication-might imply one has to do less



Dealing with the high inflation risk premium
embedded in UK gilts

* Long-term breakeven inflation embedded in the UK gilts market is
well above the inflation target(by at least 100bp?)

* Long-term breakeven inflation that is embedded in the uS
Treasury market is close to the Fed’s inflation target

* Recall that the UK government sets the inflation target, while the
~ed(and the ECB) set their own inflation target

* In August-September 2022, there were persistent rumours of an
upward revision of the inflation target and twenty year breakeven
Inflation rose as high as 4.15%

* So perhaps we should allow the BOE to set its own target?




Other measures to reduce the IRP in the UK

* Increase the fraction of gilt issuance accounted for by index-
inked gilts

* The BOE becomes more credible itself
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Main messages

» Markets Risk of fiscal fatigue: more fiscal effort is needed but
may lack political support, absent risk premium episodes.

» BoE and Monetary policy

o Risk premiums complicate policy transmission and
effectiveness.

o Ease monetary policy as spare capacity opens-up (on
fiscal consolidation or US Tariffs), not on fiscal risk
premium.

o Market liquidity: DMO changes preferred. QT changes
and capacity to support market functioning facilitated by
confidence in the fiscal path.

» Loosening the fiscal rules again would be a symptom of fiscal
fatigue. More flexibility can come after more of a track record.
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Bouts of (Sterling) risk premium

Correlation of GB/US 10y Yield Gap and GBPUSD
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» Instability reflects changeable roles for different shocks.

» Demand news pushes Yields and Currency in the same
direction (p > 0). Risk premium news pushes them in
opposing directions (p < 0).

p ‘Case studies’: January episode and US tariffs.
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Quantifying January’s risk premium effect

10y Gilt yield - historical decomposition (bp) GBP Trade-weighted exch rate - historical decomp
Model results from B\/Aleith sign restrictions Model results from BVAleith sign restrictions
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» Risk premium effect accounted for more of the move in
foreign exchange than bond vyields.
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The fiscal effort: expect delays?

Primary Balance forecasts Primary Balance, % GDP
Successive OBR forecasts Latest OBR lorecast: Spring Statement, 2025
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» Required, Debt-stabilising primary balance has increased from
-2.0% of GDP to +1.0% (on rt, gl).

» Excl. 2020/21, ‘t+4’ forecast error for the primary balance
averages -2.4pp.
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BoE: Risk premium episodes complicate policy
effectiveness + predictable MPC Comms

Truss, mini-Budget (2022.09.23) January episode (2025.01.07)
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US Tariffs: Decomposing GBP market reactions

10y Gilt yield - historical decomposition (bp) GBP Trade-weighted exch rate - historical decompc
Model results from BVAR with sign restrictions Model results from BVAR with sign restrictions
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» US Tariffs as a negative Demand shock (for the UK), with a
temporary Risk premium effect.
» Needed: allowance for a US risk premium and its spillovers.
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BoE: weak Demand effects are Dovish. (Fiscal) Risk
premium effects not so much

Trump Tariff Announcements (2025.04.02) into MPC (2025.05.08)
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p» Commitment to fiscal rules gives BoE greater flexibility to
adjust QT (eg.10/04). A high bar on temporary and targeted
interventions. DMO response (eg.23/04) preferred.
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HMT: The fiscal reaction

Primary Balance (% GDP)

A Weaker Fiscal Response, amid Higher Debt

A positive slope implies debt-stahilising policy
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» Suspending or revising fiscal rules would reinforce a sense of

UK fiscal fatigue.
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Fiscal and Monetary Policy Relationship in the UK: It's (Uniquely) Complicated

Annual remit set by HMT but

Indemnification of QT losses
Fast normalization of QT

. Alignment of objectives via large share of inflation-indexed gilts

. Reflexivity / procyclicality from use of market interest rates - in BOE forecasts
- in fiscal rules

. Hightened risk premia and vulnerability to UST moves

. Somewhat opaque framework complicates both monetary policy and financial stability missions

il BNP PARIBAS

The bank for a changing world ECONOMIC RESEARCH 2



BOE chose a sharper path to balance sheet normalization

il BNP PARIBAS
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== “Active” QT and economic uncertainty create upside risk to gilt yields

Cumulative Effect of all QT Announcements on Government Bond Yields

@3 month

@1 year
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Impact on Yields in bps

Notes: Calculated as the sum of the d effects of each iar by try, based on estimates in Appendix Table A3.3. These
aggregate effects only includes QT events that are new or additional QT (.e., not WindDown events) and only include post-pandemic QT annoucements, except
for the US annoucements from 2014-2017, which are included as US-QT-1.

Repricing in Gilts in 2025 sharper than in the US Source: W. Du et al. (2024), Quantitative tightening around the Gilts Increasingly Driven by Treasuries

globe: what have we learned?, NBER working papers 96-wedk rolling bets
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Where are we now vs. the start of the year?

GDP growth Unemployment rate CPl inflation

Percentage change on a quarter earlier
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Sources: BCC, CBI, Lloyds Business Barometer, ONS, S&P Global and Bank calculations. The lighter diamonds show Bank staff's projections at the time of the February Report. The darker diamonds show Bank staff’s current projections. The
projections for headline GDP growth and the unemployment rate are quarterly and show 2025 Q1 and 2025 Q2 (February projections show 2024 Q4 to 2025 Q2). The projections for CPI inflation are monthly and show April to September 2025
(February projections show January 2025 to June 2025). The GDP growth and unemployment rate projections for 2025 Q1 are based on official data to February 2025, while the CPI inflation figures over the same quarter are outturns. Although LFS
unemployment data have been reinstated by the ONS, they are badged as official statistics in development and the LFS continues to suffer from very low response rates, which can introduce volatility and potentially non-response bias (Box D of

the May 2024 Monetary Policy Report).




Inflation persistence remains in focus

Services inflation Pay growth The observed V/U ratio and
the estimated equilibrium level

Per cent Per cent

HMRC RT

median (privatej DMP

sector proxy) (realised) pup
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wage growth

Indeed wage
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Sources: . LHS chart: ONS and Bank calculations. The low variance measure is calculated by weighting each component of services inflation by the inverse variance of the change in 12-month inflation of that component from 12 months previously. The maximum adjusted weight is capped at twice its original value. Details on the components which have been included/excluded from the ‘Services
excluding indexed and volatile components, rents and foreign holidays' measure are included in the accompanying spreadsheet published online. All measures are seasonally adjusted. The timmed mean measure excludes the 10% largest and 10% smallest price changes. The latest data points shown refer to March 2025. Centre chart: Bank of England Agents, DMP Survey, HMRC, Indeed,
KPMG/REC UK Report on Jobs, Lloyds Business Barometer, ONS and Bank calculations. Private sector regular pay growth in the aqua line shows the ONS measure of private sector regular average weekly earnings growth (three-month average on same three-month average a year ago). Latest data points are for the three months to February 2025 for private sector regular pay. DMP shows three-
month average realised pay growth from the DMP Survey. KPMG/REC shows average starting salaries for permanent staff compared to the previous month. The KPMG/REC index is mean-variance adjusted to ONS private sector regular pay growth over 2002-19 and is advanced by 12 months, which better reflects the leading relationship between the KPMG/REC index and the ONS measure of pay
growth. HMRC Real-Time Information (RT1) shows median of private sector employee pay growth. Indeed shows annual average job title matched pay growth for UK job vacancies. Latest data points are March 2024 for Indeed, HMRC RTI and the KPMG/REC index, and April 2025 for the DMP Survey. The Agents' pay survey diamond shows respondents’ expected average pay settlements in 2025,
weighted by employment and sector. The DMP diamond shows average expected pay growth one year ahead for respondents to the April 2025 DMP Survey. RHS: AA/WARC Expenditure Report, ONS and Bank calculations. The equilibrium V/U ratio is estimated using an error-correction model over the period 1982-2023. The real cost of vacancy posting and hourly labour productivity are included as

long-run determinants for the level of vacancies. The model also includes controls for short-term movements in these variables (Stelmach et al, 2025). The final data points for both series in the chart are 2024 Q4, while diamonds represent projections for 2025 Q1.
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A near-term bump in inflation is expected to fall back though
expectations remain elevated

CPIl inflation and CPI inflation Household and business short-  Household and business longer-
excluding energy term inflation expectations term inflation expectations

Short-term inflation expectations (%) Longer-term inflation expectations (%)

Per cent 174

Projection

Citi/Yougov 1 year

Dashed lines =
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Sources: LHS: Bloomberg Finance L.P., ONS and Bank calculations. Energy prices include fuels and lubricants, electricity, gas and other fuels. Centre and RHS: Bank/Ipsos Inflation Attitudes Survey (IAS), Citigroup, YouGov, DMP and Bank calculations. Bank/Ipsos IAS data
shows median responses. Data shown are the one year and five year ahead inflation expectations measures. Dashed lines represent the series averages over 2010-19. A methodological break occurred during the Covid pandemic that means a degree of caution should be taken
when making long-run comparisons with these data. The methodology notes linked in the latest IAS release for February 2025 provide more information. Data are not seasonally adjusted and the latest data points are for 2025 Q1. Citi/YouGov survey data shown are the one

year and five to ten year ahead inflation expectations measures. Dashed lines represent the series averages over 2010-19. Since August 2022, the YouGov/Citigroup survey has been based on updated response buckets. Data are not seasonally adjusted and the latest data
points are for April 2025. DMP data is 1 year and 3 year ahead CPI expectations. Latest data points are for April 2025.




A key question remains whether weakness in activity is supply or
demand driven - or both

World demand shock
+ = expansionary
- = contractionary
2025Q1]
2024Q4|
{ 2024Q3

Results from Bank staff's SVAR

World supply shock
+ = expansionary
- = contractionary
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¥}
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Sources: LHS: Chart shows the estimated distribution of domestic and global demand and supply shocks that have hit the UK economy in 2024 Q3, 2024 Q4 and 2025 Q1. These shocks are derived from a SVAR model
for the UK economy, estimated using Bayesian techniques on data from 1992 Q1 to 2025 Q1. The shocks are identified through zero and sign restrictions. Moreover, the SVAR also estimates a global energy shock and a
domestic monetary policy shock, not shown here. See here for further details on the model. RHS: Chart shows a decomposition of YoY headline GDP growth using results from the SVAR model. The chart is expressed in 5

deviation from deterministic component (around 2%).
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Productivity continues to be surprisingly weak

Average annual growth rate of whole economy labour productivity

Average annual growth rate (%)

1971-1979 1979-1995 1995-2007 2010-2019 2022-2024

Sources: ONS and Bank calculations.
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Businesses’ responses to the rise in the NICs is still unclear

Proportion of firms reporting responses to Autumn Budget policy
changes by margin of adjustment

Per cent
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growth Improvements employment labour costs margins

Sources: Agents’ pay survey, Deloitte, DMP Survey, loD and Bank calculations. Agents’ pay survey results are based on the question: ‘In response to the April 2025 increases in employers’ National Insurance contributions (NICs) and National Living
Wage/National Minimum Wage (NLW), and other changing labour market policies (including proposals in the Employment Rights Bill), what actions do you plan to take (select up to three that are most relevant/significant to you)?’. Firms are allowed to select
multiple options, although limited to three options, therefore the percentages do not add up to 100. Responses are weighted by firm industry and size. Responses are for November and December 2024. Deloitte CFO survey results are based on weighted-
average ratings on a scale of 0-100 for how likely chief financial officers are to pursue the following strategies in response to the forthcoming rise in employer National Insurance contributions. Zero stands for not pursuing at all and 100 stands for pursuing
to the greatest extent. Latest data are for 2024 Q4. DMP results are based on the question: ‘How do you expect your business to respond to the changes to employer National Insurance contributions announced in the November 2024 Budget?'. Firms are
allowed to select multiple options, therefore the percentages do not add up to 100. Responses are weighted by firm industry and employment. Responses are for January 2025. loD results are based on responses the question: ‘You said the changes will
increase your employer National Insurance bill. How do you plan to respond to the resulting higher costs of employment?’. Latest data are for February 2025. Other option not shown in chart had response of 6.5%.




Official statistics still face some challenges

LFS response rates, excluding Measures of employment Quarterly change in the
imputed households unemployment rate
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Sources: LHS: ONS. Latest data is for 2024Q4. Response rate shown is total response rate. The total response rate is the cumulative response rate for the quarter across all waves, based on all eligible, in-scope households. Centre: Bank of
England Agents, DMP survey, HM Revenue and Customs, KPMG/REC/S&P Global UK Report on Jobs, Lloyds Business Barometer, ONS, S&P Global and Bank calculations. (a) Bank staff's indicator-based measure of underlying employment
growth is constructed using a dynamic factor model following the approach of Doz et al (2011). The model extracts a common component from monthly survey indicators, capturing co-movements across series. The common component is scaled
to align with LFS employment growth between 2000-19. Shaded area represents 95% confidence intervals. Latest data are for the three months to February 2025 for the LFS and April 2025 for the survey data. RHS: Bank of England Agents,
Google Trends, S&P Global, KPMG/REC UK Report on Jobs, ONS and Bank calculations. Bank staff's indicator-based models of near-term unemployment use mixed-data sampling (MIDAS) techniques (Daniell and Moreira (2023)). Latest data
are to 2024 Q3 and the diamonds show the model implied values for 2024 Q4 and 2025 Q1.
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Uncertainty persists surrounding the degree of resirictiveness in

the economy

Potential drivers of the change in R*

Potential driver Likely directional impact on R*
Demographic trends ‘
Global trade fragmentation ‘

Higher risk ‘

Global financial fragmentation
Expansionary global fiscal policy
Artificial intelligence (Al)

Climate change

Sources: LHS: Bank of England February 2025 Monetary Policy Report.

Estimates of change in R*
between 2018 and F25

Change from 2018

ARErSack to F25 MPR

Financial market

>90bps
measures

Survey measures <25bps-150bps

Macroeconomic models 25bps-75bps

Sources: Financial market measures are based on dynamic term-structure models. 10-
year forward expected rates are extracted from nominal bond yields before subtracting
survey inflation expectations. The survey measures are based on responses to the Bank
of England’s MaPS survey and professional forecasts according to Consensus
Economics. The macroeconomic models covered in the range are Davis et al (2024) and
Del Negro et al (2019). Estimates shown are not exact. More detail can be found in the

February 2025 Monetary Policy Report.
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Household saving ratio and consumption suggest monetary
policy is still restrictive

Household saving ratio Household consumption

Per cent
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90 90
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80 80

75 75
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Dec-19 Dec-20 Dec-21 Dec-22 Dec-23 Dec-24

Source: ONS. LHS: Saving as a percentage of total available household resources. Based on NRJS. Final data points are 2024 Q4. RHS: Indexed 2019 Q4. Based on
ABJR and HAYO. .
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Global shocks have emerged

US effective tariffs

Per cent Per cent
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Sources: US Bureau of Economic Analysis, US International Trade Commission, White House and Bank calculations. The effective tariff rate is defined as implied customs duty revenue divided by total goods imports for consumption. Estimates for current
effective US tariff rates reflect trade policies in place as of 15 April 2025 and assume that trade weights and flows remain fixed at 2024 levels. In the latest estimates, Bank staff also assume that the share of trade compliant with the free trade Agreement
between the US, Mexico and Canada (USMCA) will rise from 2024 levels, with the vast majority of imports from Canada and Mexico adhering to USMCA standards as firms are motivated to demonstrate compliance in response to higher tariffs. A range of

external estimates suggest that the US average effective tariff rate on global imports has increased to between 18% and 28% under the new US administration, depending on assumptions, particularly around changes in trade flows and substitution
effects in response to tariffs, and the share of USMCA compliant trade.
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Tariffs have led to heightened uncertainty

Trade policy uncertainty Share of UK firms expecting a fall in sales next
year because of US tariffs

—Trade policy uncertainty index m Goods m Services

1960 1975 1990 2005 All firms No exports US exporter Non-US exporter

Sources: Caldara et al (2019), DMP Survey and Bank calculations. LHS: The trade policy uncertainty index reflects automated text search results of the electronic archives of seven newspapers discussing
trade policy uncertainty: Boston Globe, Chicago Tribune, Guardian, Los Angeles Times, New York Times, Wall Street Journal, and Washington Post. Data are monthly. The final data point is for March
2024. RHS: The survey results are based on the question: ‘How do you expect the implementation of new tariffs on goods entering the United States to affect the sales of your business over the next
year?”. The survey took place between 4 and 18 April 2025.




Risks of trade policy to inflation are two-sided, but on balance

likely to be disinflationary

Impact on —»

UK activity UK inflation

Channel

'
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Expenditure switching

Weaker global demand

Trade diversion

Exchange rate movement

Not included in ECB-G

Supply chains

Lower competition/
knowledge transfer
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Source: For further details see (Greene, 2025)

Explanation

US demand for UK exports
weakens.

Additional trade distortions

weigh on global demand,

weakening demand for UK
exports.

Other countries lower prices of
exports previously destined for
us.

Sterling depreciates against the
dollar.

Reorganisation temporarily
reduces global supply capacity
and increases price pressures.

Reduced trade openness
weighs on global potential
supply growth.

UK activity
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UK inflation
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Explanation

US demand for UK exports
weakens

Additional trade distortions

weigh on global demand,

weakening demand for UK
exports.

Other countries lower prices of
exports previously destined for
us.

Sterling appreciates against the
dollar.

Reorganisation temporarily
reduces global supply capacity
and increases price pressures.

Reduced trade openness
weighs on global potential
supply growth.
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Tariffs have also contributed to some sharp movements in financial
markets

Ten-year government bond

Equiti .
quities Foreign exchange yields

Indices: 5 Nov 2024 = 100 Indices: 5 Nov 2024 = 100 Basis points
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Sources: Bloomberg Finance L.P., Tradeweb FTSE Gilt Closing Data and Bank calculations. Equities and effective exchange rates are indexed to the date of the 2024 US presidential election, while 10-year yields
show cumulative changes in yields over the same period. The final data points are for 29 April 2025.
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Developments outside the UK significantly shift UK rates

Rigobon decomposition of UK 1y OIS Rigobon decomposition of UK 3y Gilt Yield
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UK Inflation and Wage Growth
Harder for the BOE to be Pre-emptive When Inflation and Wage Growth Still Too High

UK Inflation & Wages
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Inflation Volatility
Job of Central Banks More Difficult in a World of Greater Inflation Variability

Rolling 3-year Standard Deviation of Headline Inflation
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Stylised Central Bank Balance Sheet
Policy May Need to Become More Reactive in the Case of Larger, More Frequent Shocks

Stylised Central Bank Balance Sheet

35

30

25 >
Variable

20 A

15 +

0. Stable

________________________________________________________________________________________________

1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030
Last Updated: 7 May, 2025

Source: Macrobond.

@ PGIM FIXeD INCOME



REFERENCE



Notice Page

For Professional Investors only. All investments involve risk, including the possible loss of capital.

PGIM Fixed Income is a global asset manager primarily focused on public fixed income investments whose U.S. business operates as a unit of PGIM, Inc. 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. PGIM Fixed Income is headquartered in Newark, New Jersey
and also includes the following businesses globally: (i) the public fixed income unit within PGIM Limited, located in London; (ii) locally managed assets of PGIM Japan Co., Ltd., located in Tokyo; (iii) the public fixed income unit within PGIM
(Singapore) Pte. Ltd., located in Singapore; and (iv) the public fixed income unit within PGIM Netherlands B.V., located in Amsterdam. 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 PF| and its related entities, registered in many
jurisdictions worldwide.

These materials are for informational or educational purposes. The information is not intended as investment advice and is not a recommendation about managing or investing assets. In providing these materials, PGIM Fixed
Income is not acting as your fiduciary. Clients seeking information regarding their particular investment needs should contact their financial professional.

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 this document, in whole or in part, or the divulgence of any of its contents, without PGIM Fixed Income’s prior written consent, is prohibited. This document contains the current
opinions of the manager and such opinions are subject to change. Certain information in this document has been obtained from sources that PGIM Fixed Income believes to be reliable as of the date presented; however, PGIM Fixed Income
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. PGIM Fixed Income has no obligation to update any or all such information; nor do we make any express or implied warranties or representations as to its completeness or accuracy. Any information
presented regarding the affiliates of PGIM Fixed Income is presented purely to facilitate an organizational overview and is not a solicitation on behalf of any affiliate.

These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any investment management services. These materials do not constitute
investment advice and should not be used as the basis for any investment decision.

This material may contain examples of the firm’s internal ESG research program and is not intended to represent any particular product’s or strategy’s performance or how any particular product or strategy will be invested or allocated at any
particular time. PGIM's ESG policies and procedures, rankings and factors may change over time, in PGIM Fixed Income’s discretion. ESG investing is qualitative and subjective by nature; there is no guarantee that the criteria used or
judgment exercised by PGIM Fixed Income will reflect the beliefs or values of any investor. Information regarding certain ESG practices may be obtained through third-party reporting, which may not be accurate or complete, and PGIM Fixed
Income depends on this information to evaluate a company’s commitment to, or implementation of, ESG practices. ESG norms differ by region. Accounts managed by PGIM Fixed Income may or may not hold instruments issued by any of the
issuers that may be discussed herein. Nothing contained herein should be construed as limiting the investments or strategies that PGIM Fixed Income can pursue when managing a client account. There is no assurance that PGIM Fixed
Income’s ESG investing techniques will be successful.

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 Fixed Income’s efforts
to monitor and manage risk but does not imply low risk. No risk management technique can guarantee the mitigation or elimination of risk in any market environment. Any risk metrics or portfolio characteristics provided are not, and should not
be construed as, the past or projected performance of the strategy presented or any investment, which will be impacted by a number of factors not reflected herein. These materials do not purport to provide any legal, tax or accounting advice.
These materials are not intended for distribution to or use by any person in any jurisdiction where such distribution would be contrary to local law or regulation.

Any financial indices referenced herein as benchmarks are provided for informational purposes only. The use of benchmarks has limitations because portfolio holdings and characteristics will differ from those of the benchmark(s), and such
differences may be material. You cannot make a direct investment in an index. Factors affecting portfolio performance that do not affect benchmark performance may include portfolio rebalancing, the timing of cash flows, credit quality,
diversification, and differences in volatility. In addition, financial indices do not reflect the impact of fees, applicable taxes or trading costs which reduce returns. Unless otherwise noted, financial indices assume reinvestment of dividends.

Any forecasts, estimates and certain information contained herein are based upon proprietary research and should not be interpreted as investment advice, as an offer or solicitation, nor as the purchase or sale of any financial instrument.
Forecasts and estimates have certain inherent limitations, and unlike an actual performance record, do not reflect actual trading, liquidity constraints, fee. These materials are not intended as an offer or solicitation with respect to the purchase
or sale of any security or other financial instrument or any investment management services and should not be used as the basis for any investment decision. PGIM Fixed Income and its affiliates may make investment decisions that are
inconsistent with the recommendations or views expressed herein, including for proprietary accounts of PGIM Fixed Income or its affiliates.

@ PGIM FIXeD INCOME .



Notice Page

Any performance targets contained herein are subject to revision by PGIM Fixed Income and are provided solely as a guide to current expectations. There can be no assurance that any product or strategy described herein will
achieve any targets or that there will be any return of capital. Target annualized excess returns are presented on both a gross and net basis solely for the purpose of detailing the anticipated risk and reward characteristics of the strategy in
order to facilitate comparisons with other investment types. Gross targets do not reflect the deduction of fees and other expenses to be borne by accounts using the strategy, which will reduce returns and, in the aggregate, may be substantial.
Net targets reflect the deduction of model fees and expenses equal to the highest fees borne by a portfolio utilizing the strategy. The target returns presented herein are not a prediction, projection, expectation or guarantee of future
performance. There are significant risks and limitations in using target returns, including targets that are based upon assumptions regarding future events and situations, which may prove not to be accurate or may not materialize. Further, the
target returns stated herein are based on an assumption that economic, market and other conditions will not deteriorate and, in some cases, will improve. The target returns are also based on models, estimates and assumptions about
performance believed to be reasonable under the circumstances, but actual returns of the strategy and its investments will depend on, among other factors, the ability to consummate attractive investments, future operating results, the value of
the assets and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ from the assumptions and circumstances on which the targeted returns are based. PGIM Fixed
Income believes that the target returns for the strategy and each investment type reflect in part a measure of the risk PGIM Fixed Income will be taking with respect to the strategy and investments in that investment type. There can be no
assurance that any investments, any of the investment types or the strategy will achieve comparable returns to those targeted herein or that PGIM Fixed Income will be able to implement its investment strategy and investment approach or
achieve its investment objectives. Target returns do not take into account cash flows into and out of the portfolio, as well as other factors, which could have an impact on actual performance of a client utilizing the strategy. Accordingly, target
returns should not be used as a primary basis for an investor's decision to invest in the strategy.

Tracking Error (TE) is one possible measurement of the dispersion of a portfolio's returns from its stated benchmark; it is the standard deviation of such excess returns. TE figures are representations of statistical expectations falling within
"normal" distributions of return patterns. Normal statistical distributions of returns suggests that approximately two thirds of the time the annual gross returns of the accounts will lie in a range equal to the benchmark return plus or minus the TE if
the market behaves in a manner suggested by historical returns. Targeted TE therefore applies statistical probabilities (and the language of uncertainty) and so cannot be predictive of actual results. In addition, past tracking error is not indicative
of future TE and there can be no assurance that the TE actually reflected in your accounts will be at levels either specified in the investment objectives or suggested by our forecasts.

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 is issued by PGIM Netherlands B.V., an entity authorised by the Autoriteit Financiéle Markten (“AFM”) in the Netherlands and
operating on the basis of a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance of 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. These materials are issued by PGIM Limited and/or PGIM Netherlands B.V. to persons who are professional clients as defined under the
rules of the FCA and/or to persons who are professional clients as defined in the relevant local implementation of Directive 2014/65/EU (MIFID Il). In Switzerland, information is issued by PGIM Limited, London, through its Representative Office
in Zurich with registered office: Kappelergasse 14, CH-8001 Zurich, Switzerland. PGIM Limited, London, Representative Office in Zurich is authorised and regulated by the Swiss Financial Market Supervisory Authority FINMA and these
materials are issued to persons who are professional or institutional clients within the meaning of Art.4 para 3 and 4 FinSA in Switzerland. In certain countries in Asia-Pacific, information is presented by PGIM (Singapore) Pte. Ltd., a regulated
entity with the Monetary Authority of Singapore under a Capital Markets Services License to conduct fund management and an exempt financial adviser. In Japan, information is presented by PGIM Japan Co. Ltd., registered investment adviser
with the Japanese Financial Services Agency. In South Korea, information is presented by PGIM, Inc., which is licensed to provide discretionary investment management services directly to South Korean investors. In Hong Kong, information
is provided by PGIM (Hong Kong) Limited, a regulated entity with the Securities & Futures Commission in Hong Kong to professional investors as defined in Section 1 of Part 1 of Schedule 1 of the Securities and Futures Ordinance (Cap.571).
In Australia, information is issued by PGIM (Australia) Pty Ltd (“PGIM Australia”) for the general information of its wholesale clients (as defined in the Corporations Act 2001). PGIM Australia is an Australian financial services ("AFS") licence
holder (AFS licence number 544946). In Canada, pursuant to the international adviser registration exemption in National Instrument 31-103, PGIM, Inc. is informing you that: (1) PGIM, Inc. is not registered in Canada and is advising you in
reliance upon an exemption from the adviser registration requirement under National Instrument 31-103; (2) PGIM, Inc.’s jurisdiction of residence is New Jersey, U.S.A.; (3) there may be difficulty enforcing legal rights against PGIM, Inc.
because it is resident outside of Canada and all or substantially all of its assets may be situated outside of Canada; and (4) the name and address of the agent for service of process of PGIM, Inc. in the applicable Provinces of Canada are as
follows: in Québec: Borden Ladner Gervais LLP, 1000 de La Gauchetiére Street West, Suite 900 Montréal, QC H3B 5H4; in British Columbia: Borden Ladner Gervais LLP, 1200 Waterfront Centre, 200 Burrard Street, Vancouver, BC V7X 1T2;
in Ontario: Borden Ladner Gervais LLP, 22 Adelaide Street West, Suite 3400, Toronto, ON M5H 4E3; in Nova Scotia: Cox & Palmer, Q.C., 1100 Purdy’'s Wharf Tower One, 1959 Upper Water Street, P.O. Box 2380 -Stn Central RPO, Halifax,
NS B3J 3E5; in Alberta: Borden Ladner Gervais LLP, 530 Third Avenue S.W., Calgary, AB T2P R3.

© 2025 PFI and its related entities. 2025-3769

@ PGIM FIXeD INCOME ,



BANK OF ENGLAND
WATCHERS’ CONFERENCE 2023




Gianluca Benigno, HEC-Lausanne |

Bank of England Watcher Conference, 12th May 2025




UK inflation

UK CPI Inflation Decomposition (%YoY)
Proportional contributions from Goods, Rent, and Services ex Rent
with Housing Inflation and CPI lines
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Bank of England’s
Scenario Analysis

Scenarios around Inflation Dynamics

Elevated trade uncertainty weighs on
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a) Second-round effects via inflation
expectations

b) Lower productivity growth

c) Higher wage growth
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Historical decomposition - GBR
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Overall Wage & Services ex Housing Inflation (3-month Moving Avg, %YoY)

-~ Overall Wage Services ex Housing Inflation
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UK Real Wages (Index, 2015 = 100)
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Nominal wage growth not just input costs.
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Implications for
Monetary Policy: the
Flip Side

Less cautious and gradual cuts: more
convinced and regular.

Interest rate cuts to support spending,
limiting cash flow channel and reversing
cost channel.

Other effects: fiscal policy (supportive)
exchange rate (less so to the extent to
which might amplify trade disruptions).
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Conclusions

* Keeping rates high may contribute to inflation
persistence.

* Nominal wage growth supports aggregate
demand more than it acts as a cost driver.

* |n a demand-deficient economy with
structurally low productivity, the direct impact
of tariffs on the UK economy is less relevant.

There are more certainties than uncertainties in
the current policy landscape.
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What is the neutral rate of intereste




What is the neutral rate of interest?

» Definition: Varies across institutions, papers and studies
* My preferred definition: the interest rate that neither stimulates nor depresses inflation

« But, the time horizon of ‘neither stimulate nor depress’ is key, as time horizon incorporates the
presence and dynamics of shocks, transmission, lags, and spillovers

« Synonyms? Neutral, natural, terminal, equilibrium rate... R-star, r-star...
 In practice these are not all synonymous, they are different concepts, and differ by interlocutor

* For my decision-making, the ‘neutral rate’ is the short-term rate at which the economy is neither
stimulated nor contracted within the monetary policy horizon, and inflation is sustainably at
target

 Measurement challenges:
* Few of the elements underpinning the neutral rate are observable




Bringing the concepts together...

lllustrative example of the interaction between notions of nominal neutral and the nominal policy rate

Policy rate
J/+\| Restrictive policy

Short-term neutral

Long-term neutral

ACCOWOdatIVP w
ﬂ

y f
]

/
/

Sources: Bank calculations.
Notes: Because the illustration asserts that (policy rate — short-term neutral) = degree of restrictiveness or accommodation, it follows that short-term and long-term neutral in this illustration is in
nominal terms.




Restrictiveness at time t:

Determined by the term structure of expected interest rates, including the fransmission
through financial markets relative to the neutral rate, and the policy rate

lllustrative example of the term structure of neutral and the policy rate

Restrictiveness

Sources: Bank calculations.
Notes: Because the illustration asserts that (policy rate — short-term neutral) = degree of restrictiveness or accommodation, it follows that short-term and long-term neutral in this illustration is in
nominal terms.
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The term structure of the nevutral rate: short-run versus long-run

 The distinction between short and long-run neutral rate has been previously
made in the literature (Platzer et al., 2022; Obstfeld, 2023) and in policy-making
(Seim, 2024; Baker et al., 2023)

« Short-run neutral can be moved around by economic shocks, changes in first
stage financial market transmission, volatility, and spillovers of varying sources
(e.q. risk, fiscal, demand shocks)

* Long-run neutral is determined by the equilibrium level of savings and investment
in the economy. It is the risk-less return that equates the demand and supply for
savings. It is linked to slow-moving structural changes in the economy, such as
demographics and productivity growth

 For me, short-run neutral has greater monetary policy relevance. Long-run
neutral is far off-stage, but it is helpful to the extent that this is the trend around
which short-run fluctuates




Assessing the degree of restrictiveness

1) interest rate gaps




Monetary policy strategy: measuring restrictiveness

Let restrictiveness be defined as:

real interest rate — neutral rate
=r —r*

(1)




Monetary policy strategy: measuring restrictiveness

Let restrictiveness be defined as:

real interest rate — neutral rate (1)
=r —r’
where
r=i —E(m) (2)
and
r*=i*—E(m") (3)

i = nominal interest rate set by the MPC (i.e. Bank Rate), E () is expected inflation, i* = nominal neutral
interest rate and E(rt*) is expected long-run inflation (2% is the BoE inflation target).




Monetary policy strategy: measuring restrictiveness

Let restrictiveness be defined as:

where

i = nominal interest rate set by the MPC (i.e. Bank Rate), E () is expected inflation, i* = nominal neutral
interest rate and E(rt*) is expected long-run inflation (2% is the BoE inflation target).

Putting (2) and (3) into (1):

real interest rate — neutral rate

=r —r*
r=i —E(m)
and
r*=i*—E(m")

r—r'=[-E@]-[i"—E(m")]

(1)

(2)
(3)

(4)




Monetary policy strategy: measuring restrictiveness

Let restrictiveness be defined as:

where

i = nominal interest rate set by the MPC (i.e. Bank Rate), E () is expected inflation, i* = nominal neutral
interest rate and E(rt*) is expected long-run inflation (2% is the BoE inflation target).

Putting (2) and (3) into (1):

Rearranging (4):

real interest rate — neutral rate

=r —r*
r=i —E(m)
and
r*=i*—E(m")

r—r'=[-E@]-[i"—E(m")]

r—r"=[i—i"]-[E(r) — E(n")]

(1)

(2)
(3)

(4)

(5)




Monetary policy and measuring restrictiveness: what do we know?

r—r=[i-i"]-[E(m) - E(@)] (5)

* The elements of the real rate gap r — r* are not observable
* The policy rate i is known (it's my job), but i* has to be measured

* The inflation target E(n*) is pre-determined, but inflation expectations E(m) need
to be measured (and managed)




a) The nominal rate gap

r—r=[i-i"]-[E(m) - E(®")] (5)

« Some channels of the monetary transmission mechanism (mainly the cash flow
channel, through mortgage rates for instance) are nominal in nature

 Monetary policymakers affect monetary conditions, and therefore financial
conditions, by changing i and/or by affecting inflation expectations E () while
keeping long-term inflation expectations anchored at the inflation target E(m*) =
2%




Measuring [i —i*]:
A majority of MaPS respondents expect policy to turn neutral within 2 years

MaPS-implied nominal rate gap
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Sources: Market Participant Survey and Bank calculations.
Notes: Diamonds show the MaPS median response of interest rate expectations 1-, 2- and 3-years ahead (aqua). The nominal rate gap (purple) is calculated at the nominal rate (aqua) minus the

neutral rate (orange), in realised (solid lines) and expectations (diamonds) terms. Latest data: March 2025 survey.




b) Inflation expectations ‘drift’

r—rr=[i—1i"- [E(n) — E(m")] (5)

 Monetary policymakers affect monetary conditions, and therefore financial
conditions, by changing i and/or by affecting inflation expectations E () while
keeping long-term inflation expectations anchored at the inflation target E(m*) =
2%

« Many factors that affect E(r) are not directly under the control of the monetary

policymaker, but to which it needs to respond (supply shocks, degree of forward-
vs-backward-lookingness in expectation formation, frequency of price changes)




Measuring E(rt) — E(mr™):
Implied probabilities of expected CPI inflation outcomes

Asset-price-implied probabilities of lower, around target and higher 12-months-ahead UK CPI outcomes

Implied probability
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Sources: Bloomberg Finance L.P., Consensus Economics, LSEG Datastream, Office for National Statistics, Tradeweb, ICE BofAML and Bank calculations.
Notes: 6-month moving average of asset-price-implied probabilities of 12-months-ahead UK CPI inflation outcomes. Asset-price-implied probabilities are based on a monthly quantile regression of
12-months-ahead CPI inflation on asset prices from which probability density functions are obtained, adopting the methodology of Adams et al. (2021) and the New York Fed. Asset prices include

UK 3-year OIS rate, UK 10-year govt. bond yield, FTSE All-Share, UK IG corporate bond spread, sterling ERI.




c) The real rate gap

r—r'=[i—-i"]1-[E(m) - E(@)] (5)
‘ ,

Real rate gap

* Real rates are not directly observable

 Monetary policymakers affect real rates indirectly through their effect on i and
E(m)

* So the real rate gap is endogenous to policy and shocks




Measuring r using survey-based E(m) :
Real interest rates differ across economic agents

Measures of ex-ante real interest rates by economic agent

Percent

Financial markets' real rate expectations
s y $

H 4

Ex-post real rate

Firms' real rate expe

Households' real rate expectations
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Sources: Bank of England, Bank of England/Ipsos, Bloomberg Finance L.P., Decision Maker Panel, Market Participants Survey, ONS, Tradeweb and Bank calculations.

Notes: Ex-ante real interest rates are calculated as the 1, 2, 3 and 5-year ahead OIS rate respectively, minus the (maturity-matched) survey-implied inflation expectation. Quarterly data. For
households, the Bank of England/Ipsos Inflation Attitudes Survey is used, the Decision Maker Panel for firms’ and the Market Participants survey for financial markets. The ex-post real interest rate
is calculated as Bank Rate minus realised headline CPl inflation.




Assessing the degree of restrictiveness

2) the role of volatility, uncertainty, risk premia




The role of uncertainty, volatility, and risk premia

r—r =[—-i"]-[E(m) - E(m")] (5)
&T\{zﬂi

Uncertainty affects the

real rate gap

* Uncertainty reduces consumption and investment, lowering r*
 Volatility in (1) is positive and asymmetrically related to (), raising i*

« Higher risk premia in financial markets yield higher r* and i*




Risk premia are significant, but often assumed away when
looking at inflation expectations

RPI-reform adjusted UK 5-year, 5-years ahead measure of inflation compensation

Per cent CPI target RPI-CPI wedge Structural premia Risk premia =—Adjusted 5y5y
5

4.5

4

2.5

2

Sources: Bloomberg Finance L.P. and Bank calculations.
Notes: Latest data: 15t April 2025. UK RPI adjusted 5y5y is derived by adjusting the five-year, five-year rate to account for UK RPI reform. From 2030, UK RPI will be
aligned with the CPIH measure of consumer prices.




Volatility and spillovers affect UK financial conditions:
US monetary policy factor remains elevated, but UK specific risk is present too.

Stochastic volatility of asset price factors

UK policy

UK macro

US policy

US macro
Global risk
UK-specific risk
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Source: Bloomberg Finance L.P. and Bank calculations

Notes: See Mann (2025) for more detail. The calculations are based on a structural VAR identified using sign and magnitude restrictions following Brandt et al. (2021).
The model is extended to analyze monetary policy spillovers between the UK and its two most important trading partners and dominant currency blocks, the US and EA.




Assessing the degree of restrictiveness

3) the effect of monetary policy on financial
conditions and the economy




Financial market transmission matters:
It's not just the short-term interest rate that affects restrictiveness

UK financial conditions index

Index points  mmm Short-term interest rates == ong-term interest rates == Equity prices mmm £ER| mmm Spreads ==—FC| ——FC| with MaPS r*
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Sources: Bloomberg Finance L.P., Moneyfacts, LSEG, Tradeweb and Bank calculations.
Notes: The pink line is an adaptation of Burr (2023), where interest rates are detrended using the MaPS median estimate of the neutral rate.




The choice of r* matters:
Underestimating r* implies overestimating restrictiveness

UK financial conditions index
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Sources: Bloomberg Finance L.P., Moneyfacts, LSEG, Tradeweb and Bank calculations.
Notes: The pink line is an adaptation of Burr (2023), where interest rates are detrended using the MaPS median estimate of the neutral rate.




Conclusions for monetary policy and research

« Evaluating restrictiveness of policy in real-time is challenging, with
various methodologies which have strengths and weaknesses
« Real rate gap:
« Allows monitoring in real-time, but subject to strong assumptions

« Nominal rate gap:

 Allows monitoring of policy transmission to financial conditions, and is an early-indicator, but
involves uncertainty about second-stage monetary policy transmission to output and inflation

* |nflation expectations gap:

« Allows a direct assessment of the effectiveness of policy, but is subject to measurement
challenges and the channels of monetary policy transmission

» Biggest research gaps? Treatment of uncertainty, volatility, and risk
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Real-world complications T

* Interest parity: expected change in real exchange rate
* Mean-reverting?
* [n part a reflection of merchandise trade costs

« Currency risk premium

e Term premium

* Liquidity premium

» Default risk in sovereign yields

* Tax treatment

 Barriers to cross-border capital movement
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Long-term inflation-linked bond yields

Source: Bloomberg

iIndicate higher expected r*, global gaps

Inflation-linked bond yields (percent per year)

March 20, 2025
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Global current accounts in 2023: High-income

economies dominate for global real interest rates

Percent of world GDP

United States

Rest'of world ™ g
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Some takeaways

« Real rates, even at long term, aren’t fully equalized across countries

« Even bigger divergences in real policy rates are possible

« But international capital markets have expanded markedly

« For high-income economies, real rates trend together (Del Negro et al., JIE, 2019)
* Indexed bond markets show long-term r gaps — something of a puzzle

« Emerging market rates have been persistently higher since the GFC

« Rates in high-income group largely determined by high-income factors

« Everywhere, global events influence domestic r*

* The external trade balance (current account) matters for r*, which depends on a

real exchange rate that could be out of equilibrium in the short run — e.g., if the
currency is stronger, r* is lower
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Outline

1. Global neutral interest: Quo vado?
1. The demographic drag
2. The productivity bounce back

3. The supply of safe assets

2. Central Bank Watchers’ focus: neutral or terminal?

Analysis uses model, data, replication codes from Ferreira T., S. Shousha (2023), Determinants of Global Neutral Interest
Rates, Journal of International Economics, vol. 145
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Global neutral interest rates: long-run trend and recent past

A long decline and the recent uptick

Neutral Interest Rates
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Source: Ferreira T., S. Shousha (2023), Determinants of Global Neutral Interest Rates, Journal of International Economics, vol. 145
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Global neutral interest rates: long-run trend and recent past

Safe assets supply offset most other determinants

Determinants of changesin long-run neutral
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Source: Ferreira T., S. Shousha (2023), Determinants of Global Neutral Interest Rates, Journal of International Economics, vol. 145
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Global neutral interest rates: the next 10 years

Ageing society will be a drag...

...particularly in the euro area

Working age share of population Cumulative changein R* due to dynamics of
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Global neutral interest rates: the next 10 years

A bounce back of productivity to pre-GFC ...not make much difference for the EA

would... neutral rate

; g ;
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The supply of safe assets: regime shifts

Financial markets tend to anticipate rating

The pool of safe assets can change abruptly agencies
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CB Watchers’ focus: neutral or terminal?

Terminal rate more likely to be below neutral R
. | ...above it in hiking cycles
in cutting cycles but...

Terminal-neutralrate differential in cutting
cycles starting from 2000

Terminal-neutral rate differential in hiking
cycles starting from 2000
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Source: Ferreira T., S. Shousha (2023), Barclays Research
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Key conclusions

1. Global neutral interest rate: Quo vado?

i. Demographics dynamics point to low neutral rate particularly for the EA, with
spillovers also to UK and US.

ii. A pretty significant bounce back in productivity in major economies would be
needed to offset the drag from demographic forces for the neutral rate to
increase in EA over the next 10 years, in our view. The evidence is less clear-
cut for the UK and US.

iii. The supply of safe assets increased in the past 10 years and pushed the
neutral rate higher. However, what is safe today might not be safe tomorrow.
Mind non-linearities/multiple equilibria/financial stability: regime shift from
“high” to “low” R*.

2. CB Watchers’ bank for the buck: neutral or terminal?

The terminal rate is more likely to be lower than the neutral rate in cutting cycles
and more likely to be higher in hiking cycles.
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This material is distributed in Singapore by the Singapore Branch of Barclays Bank PLC, a bank licensed in Singapore by the Monetary Authority of Singapore. For matters in connection with this material, recipients
in Singapore may contact the Singapore branch of Barclays Bank PLC, whose registered address is 10 Marina Boulevard, #23-01 Marina Bay Financial Centre Tower 2, Singapore 018983.

This material, where distributed to persons in Australia, is produced or provided by Barclays Bank PLC.

This communication is directed at persons who are a “Wholesale Client” as defined by the Australian Corporations Act 2001.

Please note that the Australian Securities and Investments Commission (ASIC) has provided certain exemptions to Barclays Bank PLC (BBPLC) under paragraph 911A(2)(l) of the Corporations Act 2001 from the
requirement to hold an Australian financial services licence (AFSL) in respect of financial services provided to Australian Wholesale Clients, on the basis that BBPLC is authorised by the Prudential Regulation
Authority of the United Kingdom (PRA) and regulated by the Financial Conduct Authority (FCA) of the United Kingdom and the PRA under United Kingdom laws. The United Kingdom has laws which differ from
Australian laws. To the extent that this communication involves the provision of financial services by BBPLC to Australian Wholesale Clients, BBPLC relies on the relevant exemption from the requirement to hold an
AFSL. Accordingly, BBPLC does not hold an AFSL.

This communication may be distributed to you by either: (i) Barclays Bank PLC directly, (ii) Barrenjoey Markets Pty Limited (ACN 636 976 059, “Barrenjoey”), the holder of Australian Financial Services Licence (AFSL)
521800, a non-affiliated third party distributor, where clearly identified to you by Barrenjoey. Barrenjoey is not an agent of Barclays Bank PLC or (iii) such other non-affiliated third-party distributor(s) as may be
clearly identified to you. Such non-affiliated third-party distributor(s) are not agents of Barclays Bank PLC.

This material, where distributed in New Zealand, is produced or provided by Barclays Bank PLC. Barclays Bank PLC is not registered, filed with or approved by any New Zealand regulatory authority. This material is
not provided under or in accordance with the Financial Markets Conduct Act of 2013 (“FMCA”), and is not a disclosure document or “financial advice” under the FMCA. This material is distributed to you by either: (i)
Barclays Bank PLC directly or (i) Barrenjoey Markets Pty Limited (“Barrenjoey”), a non-affiliated third party distributor, where clearly identified to you by Barrenjoey. Barrenjoey is not an agent of Barclays Bank
PLC. This material may only be distributed to “wholesale investors” that meet the “investment business”, “investment activity”, “large”, or “government agency” criteria specified in Schedule 1 of the FMCA.

Middle East: Nothing herein should be considered investment advice as defined in the Israeli Regulation of Investment Advisory, Investment Marketing and Portfolio Management Law, 1995 (“Advisory Law”). This
document is being made to eligible clients (as defined under the Advisory Law) only. Barclays Israeli branch previously held an investment marketing license with the Israel Securities Authority but it cancelled such
license on 30/11/2014 as it solely provides its services to eligible clients pursuant to available exemptions under the Advisory Law, therefore a license with the Israel Securities Authority is not required. Accordingly,
Barclays does not maintain an insurance coverage pursuant to the Advisory Law.

This material is distributed in the United Arab Emirates (including the Dubai International Financial Centre) and Qatar by Barclays Bank PLC. Barclays Bank PLCin the Dubai International Financial Centre
(Registered No. 0060) is regulated by the Dubai Financial Services Authority (DFSA). Principal place of business in the Dubai International Financial Centre: The Gate Village, Building 4, Level 4, PO Box 506504,
Dubai, United Arab Emirates. Barclays Bank PLC-DIFC Branch, may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Related financial products or services are only
available to Professional Clients, as defined by the Dubai Financial Services Authority. Barclays Bank PLCin the UAE is regulated by the Central Bank of the UAE and is licensed to conduct business activities as a
branch of a commercial bank incorporated outside the UAE in Dubai (Licence No.: 13/1844/2008, Registered Office: Building No. 6, Burj Dubai Business Hub, Sheikh Zayed Road, Dubai City) and Abu Dhabi (Licence
No.: 13/952/2008, Registered Office: Al Jazira Towers, Hamdan Street, PO Box 2734, Abu Dhabi). This material does not constitute or form part of any offer to issue or sell, or any solicitation of any offer to subscribe
for or purchase, any securities or investment products in the UAE (including the Dubai International Financial Centre) and accordingly should not be construed as such. Furthermore, this information is being made
available on the basis that the recipient acknowledges and understands that the entities and securities to which it may relate have not been approved, licensed by or registered with the UAE Central Bank, the
Dubai Financial Services Authority or any other relevant licensing authority or governmental agency in the UAE. The content of this report has not been approved by or filed with the UAE Central Bank or Dubai
Financial Services Authority. Barclays Bank PLC in the Qatar Financial Centre (Registered No. 00018) is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA). Barclays Bank PLC-QFC Branch may
only undertake the regulated activities that fall within the scope of its existing QFCRA licence. Principal place of business in Qatar: Qatar Financial Centre, Office 1002, 10th Floor, QFC Tower, Diplomatic Area, West
Bay, PO Box 15891, Doha, Qatar. Related financial products or services are only available to Business Customers as defined by the Qatar Financial Centre Regulatory Authority.
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Russia: This material is not intended for investors who are not Qualified Investors according to the laws of the Russian Federation as it might contain information about or description of the features of financial
instruments not admitted for public offering and/or circulation in the Russian Federation and thus not eligible for non-Qualified Investors. If you are not a Qualified Investor according to the laws of the Russian
Federation, please dispose of any copy of this material in your possession.

Sustainable Investing Related Research:There is currently no globally accepted framework or definition (legal, regulatory or otherwise) of, nor market consensus as to what constitutes a ‘sustainable’, ‘ESG’,
‘green’, ‘climate-friendly’ or an equivalent company, investment, strategy or consideration or what precise attributes are required to be eligible to be categorised by such terms. This means there are different ways
to evaluate a company or an investment and so different values may be placed on certain sustainability credentials as well as adverse ESG-related impacts of companies and ESG controversies. The evolving nature
of sustainable investing considerations, models and methodologies means it can be challenging to definitively and universally classify a company or investment under a sustainable investing label and there may
be areas where such companies and investments could improve or where adverse ESG-related impacts or ESG controversies exist. The evolving nature of sustainable finance related regulations and the
development of jurisdiction-specific regulatory criteria also means that there is likely to be a degree of divergence as to the interpretation of such terms in the market. We expect industry guidance, market practice,
and regulations in this field to continue to evolve.

Any information, data, image, or other content including from a third party source contained, referred to herein or used for whatsoever purpose by Barclays or a third party (“Information”), in relation to any actual
or potential ‘ESG’, ‘sustainable' or equivalent objective, issue, factor or consideration is not intended to be relied upon for ESG or sustainability classification, regulatory regime or industry initiative purposes (“ESG
Regimes”), unless otherwise stated. Nothing in these materials, including any images included therein, is intended to convey, suggest or indicate that Barclays considers or represents any product, service, person
or body mentioned in these materials as meeting or qualifying for any ESG or sustainability classification, label or similar standards that may exist under ESG Regimes. Barclays has not conducted any assessment
of compliance with ESG Regimes. Parties are reminded to make their own assessments for these purposes.

IRS Circular 230 Prepared Materials Disclaimer: Barclays does not provide tax advice and nothing contained herein should be construed to be tax advice. Please be advised that any discussion of U.S. tax matters
contained herein (including any attachments) (i) is not intended or written to be used, and cannot be used, by you for the purpose of avoiding U.S. tax-related penalties; and (ii) was written to support the
promotion or marketing of the transactions or other matters addressed herein. Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

© Copyright Barclays Bank PLC (2025). All rights reserved. No part of this publication may be reproduced or redistributed in any manner without the prior written permission of Barclays. Barclays Bank PLC is
registered in England No. 1026167. Registered office 1 Churchill Place, London, E14 5HP. Additional information regarding this publication will be furnished upon request.
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