INVESTMENTS

M&G RAISES €1.5 BILLION FROM PENSION FUNDS FOR ABS STRATEGY

e European institutional investors diversifying for security and yield

London, 5 October 2015 — M&G Investments, a leading international asset manager, has
raised €1.5 billion since March 2015 for a variety of European asset backed securities
(“ABS”) strategies, targeting investment opportunities resulting from the European Central
Bank’s (“ECB”) bond buying programme.

The capital raised is predominantly from pension fund clients in the UK, the Netherlands and
Nordics, as investors seek both yield and security in the current low rate environment.

The ECB announced late last year that it is buying large volumes of euro-denominated ABS
through its quantitative easing programme, which is intended to boost economic growth in

the euro area by lowering the cost of borrowing for companies and households.

Patrick Janssen, ABS portfolio manager at M&G, says: “The ECB’s €500 billion bond
buying programme of European ABS and covered bonds is significantly compressing the
spreads and returns on covered bonds in particular but only very selectively on some parts
of the euro ABS market, especially in the Dutch residential mortgage-backed securities. One

year on the ECB has only purchased €12.8bn of ABS, well below anticipated levels.

“Investment opportunities and relative value can be found mostly in bonds that fall outside
the scope of the ECB’s buying programme. The UK RMBS market is currently trading at a
more attractive level versus other markets than at any point since the onset of the financial
crisis, particularly compared to riskier Italian, Portuguese and Spanish RMBS. We are also
finding attractive assets within Northern Europe as a decent level of supply is providing more

favorable pricing conditions compared to other parts of the market.”

James King, ABS portfolio manager at M&G, says: “Interest in the European ABS market
is improving and creating investment opportunities for pension fund and institutional
investors. ABS offers floating rate returns, some of the highest levels of security available in
the credit markets, diversification from government and corporate bonds and frequent cases

of exceptional value.
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“ABS has typically been under-represented in an institutional investor’s portfolio but following
the resilience of the asset class in Europe during the wake of the financial crisis, we are
seeing an uptick in investors wanting to understand more about the role ABS can play. This
high-grade ABS strategy, providing both yield and security, has been particularly popular
with clients in the UK, the Netherlands and Nordic regions.”

The strategy, currently overweight in high grade Northern European and UK securities,
invests across Europe.

ABS are created by aggregating and repackaging pools of assets including consumer loans,
residential and commercial mortgages and commercial loans. According to the latest
available data, since 2007 the European ABS market (this includes all asset types, ratings
and jurisdictions, including Greece and Ireland) has performed well against the U.S. market,
with cumulative defaults of 1.5 per cent in Europe compared to nearly 20 per cent in the U.S.
Consumer ABS have performed particularly well, with a cumulative default rate of 0.05 per
cent over the same period*.

The most attractive relative value in UK RMBS ever?**
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——ECB-Eligible Spanish RMBS AAA 5-6y EUR The tipping point:

1) UK paper no longer correlates to
= Dutch RMBS AAA 5y EUR Dutch RMBS

2) Safe UK paper now offers a

UK AAA RMBS 5y EUR higher return than Spanish RMBS

In our view UK RMBS is trading at the most attractive levels versus other markets than at
any point since the onset of the financial crisis. A diversified AAA rated portfolio can
yield over Libor+1% net and an AA-rated portfolio can yield over Libor+2% net
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M&G is one of the most active participants in the European ABS market with around €21

billion currently invested, €5 billion of which is in pure ABS strategies.
-ENDS-

For further information please contact:
Irene Chambers

Corporate Communications

M&G Press Office

Tel: +44 (0)20 7004 4132
irene.chambers@mandg.co.uk

Notes to Editors
*Source: S&P, 2014
** Source: JP Morgan & M&G data, 2015

About M&G

M&G is an international active asset manager, investing on behalf of individuals and institutions for
over 80 years. At 30 June 2015 the firm manages over £256 billion of assets through a wide range of
investment strategies across equities, fixed income, real estate and multi asset.

Headquartered in London, M&G employs over 1,900 people worldwide operating from offices across
Europe and Asia.

M&G is the investment arm of Prudential Plc in the UK and Europe.

For investment professionals only

This press release reflects the authors’ present opinions reflecting current market conditions which are subject to
change without notice and involve a number of assumptions which may not prove valid. It has been written for
informational purposes only and should not be considered as investment advice or as a recommendation of any
particular security, strategy or investment product. Information given in this document has been obtained from, or
based upon, sources believed by us to be reliable and accurate although M&G does not accept liability for the
accuracy of the contents. M&G does not offer investment advice or make recommendations regarding
investments. Opinions are subject to change without notice. M&G Investments is a business name of M&G
Investment Management Limited and is used by other companies within the Prudential Group. M&G Investment
Management Limited is registered in England and Wales under number 936683 with its registered office at
Laurence Pountney Hill, London EC4R OHH. M&G Investment Management Limited is authorised and regulated
by the Financial Conduct Authority.
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