IRAN COMMENTARY
January 2020

PGIM FIXED INCOME

Iran must respond to the events of January 3, and could potentially do so in a number of ways:

e Hard response: i.e., major attack on U.S. facilities, not necessarily/exclusively based in Irag. Authorities have
hinted at attacks at military establishments/personnel and not at civilian ones but collateral damage cannot be
ruled out. Such action would bring about a severe counter-retaliation on the part of the US, potentially putting
the stability of the current regime at risk.

e “Soft” response: i.e., attack on U.S. proxies (Saudi Arabia, blockade of the Strait of Hormuz), frequent
minor/medium attacks on U.S. facilities in Iraq whilst plotting a larger attack. Cyberattacks would very likely be
part of this strategy.

e Diplomatic/political action: ask/convince the Iragi government to expel “Western” forces from Iraqg; revamp the
nuclear program.

Longer term, the question is if this regional crisis evolves into a global crisis. The longer the world expects/perceives
that “something big” will happen, the longer the uncertainty potentially affecting the world economy negatively. Oil
prices would likely spike up in case of an escalation but the oil market is now in an excess supply situation and the
OPEC+ agreement limiting oil production could be revoked quickly, if needed.

Should the Iragi government decide to expel the US troops, we believe Irag will have lost an important military and
diplomatic anchor and a counterbalance to the Iranian designs on the country. Such a decision would increase the risk
of either renewed civil war or a splintering of the country as neither the Sunnis nor the Kurds would willingly accept Iraq
being a satellite state of Iran. On top of that, the US admin may impose sanctions on Iraqg, adding economic pain to an
already tense social and political situation.

From an investment perspective, no doubt the events of late in the middle east and aftershocks or escalations that may
occur can drive a risk off / flight to quality scenario of wider spreads, strong dollar, yen and swiss franc, as well as lower
Treasury/bund/JGB yields. Long term, however, we would expect markets to continue to be driven by the overarching
fundamental backdrop of muted economic expansion and central bank accommaodation, which would be unlikely to
change significantly as a result of what we’ve seen so far in terms of this situation and its larger consequences.
Therefore, we will remain flexible in approach, and try to maintain a balance in the portfolios between our economically
sensitive trades. As of now, that remains a portfolio strategy of long credit spread product based on our expectation for
a prolonged economic expansion, and overall long duration based on expected profit from term premium, secular rate
decline, and potential to gain in the event of economic slowdown, but again we will remain flexible, and this could
change as the valuations and circumstances evolve.

Past performance is not a guarantee or a reliable indicator of future results. All investments involve risk, including possible loss of
capital. Source: PGIM Fixed Income. The comments, opinions, and estimates contained herein are based on and/or derived from
publicly available information from sources that PGIM Fixed Income believes to be reliable. We do not guarantee the accuracy of such
sources or information. This outlook, which is for informational purposes only, sets forth our views as of this date. The underlying
assumptions and our views are subject to change.
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Notice: Important Disclosures

PGIM Fixed Income operates primarily through PGIM, Inc., a registered investment adviser under the U.S. Investment Advisers Act of 1940, as amended, and a Prudential Financial, Inc.
(“PFI”) company. 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; (i) PGIM Japan Co., Ltd. (‘PGIM Japan”), located in Tokyo; and (iii) the public fixed income unit within PGIM (Singapore) Pte. Ltd., located in Singapore (‘PGIM
Singapore”). PFI of the United States is not affiliated with Prudential plc, which is headquartered 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.

In the United Kingdom and various European Economic Area (‘EEA”) jurisdictions, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar
Square, London, WC2N 5HR. PGIM Limited is authorized and regulated by the Financial Conduct Authority of the United Kingdom (Firm Reference Number 193418) and duly passported
in various jurisdictions in the EEA. These materials are issued by PGIM Limited to persons who are professional clients or eligible counterparties for the purposes of the Financial Conduct
Authority’s Conduct of Business Sourcebook. In certain countries in Asia, information is presented by PGIM (Singapore) Pte. Ltd., a Singapore investment manager registered with and
licensed by the Monetary Authority of Singapore. 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 presented by representatives of PGIM (Hong Kong) Limited, a regulated entity with the Securities and Futures Commission in Hong Kong to professional investors as defined
in Part 1 of Schedule 1 of the Securities and Futures Ordinance. It is anticipated that certain investment management services would be delegated to PGIM, Inc. the above-listed entities’
U.S. registered investment advisory affiliate. In Australia, this information is presented by PGIM (Australia) Pty Ltd (‘PGIM Australia”) for the general information of its “wholesale” customers
(as defined in the Corporations Act 2001). PGIM Australia is a representative of PGIM Limited, which is exempt from the requirement to hold an Australian Financial Services License under
the Australian Corporations Act 2001 in respect of financial services. PGIM Limited is exempt by virtue of its regulation by the Financial Conduct Authority (Reg: 193418) under the laws of
the United Kingdom and the application of ASIC Class Order 03/1099. The laws of the United Kingdom differ from Australian laws.

All investments involve risk, including the possible loss of capital.

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 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 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.

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. 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 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. Any securities referenced may or may not be held in portfolios managed by PGIM Fixed Income and, if such securities are held, no representation is being made that such
securities will continue to be held.

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 projections or forecasts presented herein are as of the date of this presentation and 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, and are subject to significant revision and may change materially as economic and market conditions change. PGIM Fixed
Income has no obligation to provide updates or changes to any projections or forecasts.

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. Past performance is not a guarantee, or a reliable indicator of
future results and an investment could lose value.
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