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ECOSYSTEM RISKS IN SECURITIES LENDING: INSIGHTS FOR THE POST ISSUANCE PHASE OF FINANCE

Context from the Washington, DC Workshop (16 October 2025)

The meeting opened with comments about growing fragmentation in global markets and the political forces behind
it. This led to a brief discussion about the ESG backlash and the wider debate around sustainability. Global PSSL CIC

stressed that the issues in securities lending are older and more structural, and cannot be explained only by recent

global trends.

A recent example of deeper governance related structural tensions is reflected in the court challenge to The
Securities Exchange Commission’s (SEC) Securities Lending Rule (8 Fed. Reg. 75644), which brought the design of
post issuance disclosure into question. This reinforces a point made in the workshop: progress in this field is often
slowed not by politics alone but by the way the market is organised.

Ecosystem and System-Level Risks

Asset owners and other participants emphasised that securities lending cannot be viewed in isolation. It sits within a
broader ecosystem that includes use of proceeds, short selling, collateral markets, and derivatives overlays. Risks
often arise not from a single transaction but from how activities interact across the chain. Diandra Soobiah from
Nest described this as part of a broader “ecosystem risk” or “systemic risk” landscape, which affects long-term
investors regardless of their position on ESG.

This holistic view has been central to earlier PSSL and Global PSSL work starting in 2018. The concept of “enhanced
governance,” submitted to the SEC in its consultation on the above mentioned lending rule, was built around the
need to understand the entire system rather than treat each activity in a silo. The DC workshop confirmed that this
approach remains necessary.

Over the years, this work has given us a distinctive understanding of securities lending and its wider interactions. We
will use that unique experience constructively for the benefit of society and the broader markets.

Next Steps: Moving into Beyond Issuance

The Beyond Issuance initiative will now carry this work forward. It gives us a clearer way to examine risks across
securities lending, short selling, derivatives and other activities, including use of proceeds, that take place after
issuance of loans, bonds and stock. In doing so, we are weighing all comments on liquidity and market efficiency and
are taking a fully holistic view, because outcomes are often shaped by market behaviour as much as by formal
disclosure.
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https://www.ca5.uscourts.gov/opinions/pub/23/23-60626-CV0.pdf
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The Role of ABC Score™

Participants agreed that ABC Score™ is well-placed to help address these ecosystem risks. The tool will give asset
owners, financial advisors and other market actors a structured way to evaluate post-issuance behaviour across
instruments. Its strength lies in being governance-focused, impartial, and adaptable across asset classes.

As the work expands, Global PSSL will continue to invite reviewers from a broad range of institutions to ensure that
assessments remain independent and credible.

This paper should be read in conjunction with paper no 1 available here: https://gpssl.org/update-no-1-global-pssl-
in-washington-dc/

Author: Radek Stech

Special thanks to Diandra Soobiah for her keynote at the Washington, DC workshop and contributions from Owen
Thorne at Merseyside Pension Fund.

With great appreciation to Kenneth Gutwillig and Kevin Chen, whose support in organising the workshop and
commitment to ensuring all voices were heard strengthened this work.

Reviewed and informed by the Asset Owners Council, the Investment Advisors Council, participants in the
Washington, DC session, and additional reviewers now joining the process.
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