SIMPLY CAPITAL

The FCA and the Takeover Panel have introduced
changes to regulations around UK capital markets

over the last year aimed at providing easier, faster and
more efficient access to capital. Will these changes alone
significantly change the prospects for UK capital markets?

t the start of 2026, the FCA's
overhaul of the UK prospectus
regime came into effect. The
Prospectus Rules: Admissions to
Trading on a Regulated Market (PRM)
Sourcebook succeeded the on-shored
EU Prospectus Regulation.

“There is an inherent dichotomy in
attitudes to capital market regulation,”
says Addleshaw Goddard debt capital
markets partner Jonathan Malim.
“Participants in the capital markets love
the idea of deregulation and making
life easier, but don't, as a general rule,
like the idea of regulatory divergence.
If we had the EU following the UK here
| think people would be way more
excited about this.”

The new UK framework separates
admissions to a regulated market from
wider public offers.

There are detailed content and
approval standards for admission
prospectuses, and more flexible,
proportionate disclosure requirements,
in particular regarding secondary
fundraisings. The idea is to cut friction
for issuers and support faster capital
raising and retail participation, but
maintain robust investor protections,
thereby encouraging listings.

So far so good?
Public offers and admissions to
trading are now governed by separate
sets of rules. A prospectus is no
longer required in connection with an
offer to the public. Further, listed
commercial companies no longer
need to publish a UK prospectus
to issue shares in a secondary
fundraising or takeover, if
the issue amount is
less than 75% of its

existing share capital, (the previous
threshold was 20%). In principle, this
will make it easier, quicker and
cheaper for listed companies to raise
further funding, and to offer their own
shares as consideration for an
acquisition. But if there is a US
element to the offer, a voluntary
prospectus or detailed offering
memorandum may be needed.

"They have definitely reduced the
frictions and made it possible to raise
capital more efficiently, whilst
balancing a disclosure-based regime
and caveat emptor approach for
investors,” says Amrit Mahbubani,
managing director of investment
banking at Panmure Liberum, and chair
of the ICAEW Corporate Finance
Faculty's technical committee. “But the
missing piece of the puzzle, as we have
seen, is the demand side - various
reforms are needed to bring pension
money and public investment into UK
equities and actually create demand. It
is all well and good having a process
where you can raise money super-
quickly, but you need demand for the
stock too.”

As part of the Leeds
Reforms, the UK Treasury,
alongside certain City
organisations such

as the Investment Association, have
been collaborating in efforts to
encourage more of the UK public to
invest in equities, including, for
example, through opening up more
stocks and shares ISAs. Other areas
need to be looked at too,
according to Giles Distin,
Addleshaw Goddard
corporate partner and
member of the
Corporate
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Takeover Code reforms

The Takeover Panel periodically
updates the Takeover Code and
Practice Statements, responding to
new issues and concerns.

One reform, introduced last year,
abolished rules that caught certain
UK-registered public companies
listed solely overseas and private
companies that had been listed in
the previous 10 years. When the
transitional period comes to an
end on 2 February 2027, the Code
will instead apply exclusively to
companies registered in the UK,
the Channel Islands and the Isle of
Man with shares admitted to
trading on a UK-regulated market,
a UK trading facility such as AIM, or
a stock exchange in the Channel
Islands or the Isle of Man.

“It's a helpful amendment
because it was a bit of an anomaly
to have a handful of plcs listed
solely on overseas markets, such
as Nasdaq, with predominantly US
investors but central management
in the UK, covered by the Code,
particularly since they're also
covered by US securities law,” says
Ben Lowen, a partner in the
corporate M&A team at Travers
Smith who specialises in public to
private (PTP) transactions.

A second update to the Code
sets out the Takeover Panel's
approach to ‘stub equity’, which is
where shareholders are offered
some form of ongoing ownership,
such as unlisted shares, after a PTP.

“The Panel appreciates that
buyers should be able to offer
different types of consideration
and shareholders should be able
to decide whether or not they
want it,” says Lowen. “But it wants
to ensure two things: that all
shareholders are being treated the
same, and are being given
sufficient time and information to
make an informed decision.”

The Panel’s specific practice
guideline, codifying its previous
principles-based approach,
prevents bidders from cherry-
picking the shareholders to whom
it offers stub equity. The Code
requires public disclosure of
post-deal shareholder rights.
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Faculty board. “There is a sense that far
more needs to be done to educate
would-be retail investors in the UK,
probably from school-age upwards, to
try to generate some interest in equity.
investment and to help the public more
sensibly contextualise investment
disclaimers and risk warnings,” says
Distin. “There is also the sense that a
completely different attitude to retail
equity investment exists in several
other developed nations, including,
notably, in the US. Part of the core
messaging in the UK ought to be that
equities may, for many investors, in the
longer term, outperform a range of
other types of potential investments.
And if you just play it safe, and keep
money as cash in a bank all of your life,
you may well end up a poorer person
in the end.”

There are other changes. If an issuer
of new shares identifies climate-related
risks or climate-related opportunities
that are material to the company's
prospects, a prospectus must include
information about how the issuer
manages those risks and opportunities.
Certain forward-looking statements in a
prospectus that satisfy certain criteria
and labelling requirements, such as
profit forecasts, now have a higher
threshold for statutory liability.

And where a company issues further
securities of a class already admitted to
listing, it no longer needs to make an
application to the FCA to list those new
shares - they are listed automatically.
But, the issuer will still need to apply to
the London Stock Exchange to get the
new shares admitted to trading.

Don't forget debt

Previously, there was a differentiated
disclosure regime for wholesale and
retail debt securities. Now a single
wholesale-based prospectus disclosure
standard applies to all debt securities,
regardless of denomination. And a
prospectus summary is no longer
required for debt securities.

In‘addition, plain vanilla listed bonds
-'senior unsecured listed bonds that
come with certain reliefs to the
corporate issuers -'‘have been
introduced by the FCA. The London
Stock Exchange’s recently launched
access bonds meet those requirements. .

New prospectus disclosure
requirements and guidance were also
introduced for green, social, sustainable
and sustainability-linked bonds.

“It was always odd that retail
investors could buy shares issued by
highly rated entities like FTSE 100
companies, but not invest in their
senior unsecured debt,” says
Addleshaw Goddard's Malim.
“Therefore this is a welcome change,
but the current question exercising
market participants is how this is
going to work in practice, because the
retail bond market has historically
operated very differently to the
wholesale market. The distribution
mechanisms and pricing
considerations differ in ways that will
involve considerable rethinking.”




