Data, Complexity, and the Credit Continuum

Transcript
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Tom McCartan, FIA, CFA, Multi-sector Portfolio Manager, PGIM Credit: Some of the misconceptions relate to the
perceived infinite Sharpe ratios in private asset classes because the marking has been slower. What we're seeing now with
the drawdowns in the listed BDC space, is that a lack of liquidity doesn't necessarily translate into or equate to a lack of
risk.

Some of the model-based approaches that have worked very well in equity markets can lead you down some dangerous
paths in the credit markets, because the data quality is so different. There needs to be an understanding of how the data
was created and what it actually means.

Historically, public and private markets, which are very different markets, the combination of those has been quite
complex because of all of the differences in data and investment structures. And all that complexity has been put on
allocators. With borrowers now having much greater fluidity and versatility in how they approach the capital markets,
there's an opportunity for a lot of that complexity to be put on investment managers.

The matrix is a really simple tool, but it has helped to ground the client conversations around some key objectives,
namely, “What is their tolerance for illiquidity?,” “How much credit risk are they willing to take?,” and, “What type of
return objective are they targeting?”
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Important Information

All investments involve risk, including the possible loss of capital. Past performance is not a guarantee of
future results.

PGIM is the principal asset management business of Prudential Financial, Inc. (PFI), and a trading name of PGIM, Inc.
and its global subsidiaties and affiliates. PGIM, Inc. is an investment adviser registered with the U.S. Securities and
Exchange Commission (SEC). Registration with the SEC does not imply a certain level of skill or training.

This material is provided for informational purposes only and is not intended as investment advice or a
recommendation, nor is it a solicitation. Views and opinions expressed may not reflect PGIM’s and are subject to
change. Please refer to the Terms and Conditions on www.pgim.com for important information.

PFI 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.

© 2026 PFI and its related entities, registered in many jurisdictions worldwide.
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