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There is no question that Washington must put the United States on a more responsible fiscal footing. Threatening to
default on the country’s debt, however, is the wrong way to address this problem.

No one should underestimate the stakes involved: U.S. dollar primacy is a national treasure. It allows American households,
businesses, and governments at all levels to fund themselves far more cheaply than would otherwise be the case. Families
benefit from the dollar’s unrivaled status each day by paying lower interest rates on credit card debt, mortgages, and
student loans. It has, at least so far, conferred on the United States the unique capacity to absorb a shock, such as the
2011 downgrade of the United States’ credit rating, without seeing the country’s borrowing costs rise or U.S. currency fall
in value.

Dollar primacy also gives the U.S. government the singular power to deliver an economic shock to an adversary by
excluding it from the dollar-based global financial system through sanctions. The geopolitical incentive and operational
capacity to reduce exposure to dollars is on the rise, however, another debt ceiling drama needlessly gives other countries
further justification to consider alternatives.

Most experts forecast that the department will exhaust its remaining headroom sometime between June and August. In
the run-up to the potential default date, Congress will make the United States a global spectacle, as the world’s wealthiest
and most powerful country careens toward the unthinkable.

For Professional Investors only. Past performance is not a guarantee or a reliable indicator of future results and an
investment could lose value. All investments involve risk, including the possible loss of capital.

For Professional Investors Only. All Investments involve risk, including the possible loss of capital.


https://www.foreignaffairs.com/united-states/great-powers-dont-default

April, 2023

Important Information

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. Registration as a registered 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)
PGIM Netherlands B.V., located in Amsterdam; (iii) PGIM Japan Co., Ltd. ("PGIM Japan”), located in Tokyo; (iv) the public fixed income unit within PGIM (Hong Kong)
Ltd. located in Hong Kong; and (v) the public fixed income unit within PGIM (Singapore) Pte. Ltd., located in Singapore ("PGIM Singapore”). PFl 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 PFl and its related entities, registered in many jurisdictions
worldwide.

These materials are for informational or educational purposes only. 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. PGIM Fixed Income as a general matter provides services to qualified
institutions, financial intermediaries and institutional investors. Investors seeking information regarding their particular investment needs should contact their own
financial professional.

These materials represent the views and opinions of the author(s) regarding the economic conditions, asset classes, securities, issuers or financial instruments
referenced herein. 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 these materials, in whole or in part, or the divulgence of any of the contents hereof, without prior consent of PGIM Fixed
Income is prohibited. Certain information contained herein 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 of such information; nor do we make any express or implied warranties or representations as to the completeness or
accuracy.

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.

Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The value of most bonds and bond
strategies are impacted by changes in interest rates. Bonds and bond strategies with longer durations tend to be more sensitive and volatile than those with shorter
durations; bond prices generally fall as interest rates rise, and low interest rate environments increase this risk. Reductions in bond counterparty capacity may
contribute to decreased market liquidity and increased price volatility. Bond investments may be worth more or less than the original cost when redeemed. Mortgage-
and asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, and while generally supported by a government, government
agency or private guarantor, there is no assurance that the guarantor will meet its obligations. High yield, lower-rated securities involve greater risk than higher-rated
securities; portfolios that invest in them may be subject to greater levels of credit and liquidity risk than portfolios that do not. Investing in foreign-denominated
and/or -domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks, which may be enhanced in emerging markets.
Currency rates may fluctuate significantly over short periods of time and may reduce the returns of a portfolio. Commodities contain heightened risk, including
market, political, regulatory and natural conditions, and may not be suitable for all investors. Diversification does not ensure against loss.

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 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 certain countries in Asia-Pacific, 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 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 (paragraph
(a) to (i) of the Securities and Futures Ordinance (Cap.571). 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 FCA (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. 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.

© 2023 PFl and its related entities.

For Professional Investors Only. All Investments involve risk, including the possible loss of capital.



BEER

XABRHIPGIMI1T M- AV HLD TS EIEICE T 3ERIZEHE LTTODRERAIFICERLEEDTT , PGIMI1I AL - AV HAIE, KESECD
BRI EBER A THEIPGIMI VI DESERSFITY,

HABERFERRBEBNELLEOTHY HEDEMBEmOBFE X ERFTEBNELLEDOTRBYE A, T, FERICREHINLATEL
DWTISHBREEINBZILEHYET,

KEHINTVEITISEMERIRFRTORMBTHY, INLRSREEITZILEHYET ., . ZOREROEEMERATIEDTIIEL FFK
DHGREDEHFERIAETIEDTEHYEE Ao

XEBERTERSINTWSERHREPIROAEENETEEDTHY, FEDERHMADIREEHREITZEDTEHYEE A,

KABERICRHSINTVEHIBEET - RUOBRERERCSZLHMULBZBIERFENSAFLLEOTIN, ZOBHROEREME, HEEIEID
WTHHMRIETZEDTEHYEE Ao

MABRHIBHEINLEZA VT VIR I 2NN FEEKRVZOMO—IOER E, F1VTVIAORF. EH. ARETHIEHLREBELET,

KBEDEREBERLILEITROERBREERILITSEDTREBYEE Ao

KEBRHGER, 25 RBLOT R\ M 2HBVEREHBEZTILHCAEREINLEDTRHYEEA,

YR CLBERIAGERLIL, RERO—B XL MBEBEE T I FERBRTVELET,

¥"Prudential’, "PGIM "\ ZNZNOOTELVOVT - Y VRIIE, TWT VD2 - I74F V20 - AV I BLUZOBERTOY-LAV-0THY, %
HOE HEHTEHFINTVET,

KPGIMIV VA RS, HRBRBROSHY -CABE TN TV Iv) - I71F V00— B THY ZETIN-TV vt & 3BASBERD
HYFEEA,

PGIMIvI\U %A S

SRERIG L BEMERE (8 $H3925

A E  —RHEEFEABAREBEHEERS. —BREFAEAKREETHS. —BREFAEAN F_ESmERIGIEHS
PGIMJ98848



