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00:00:05 Matthew Collins

Good afternoon, everyone, and thank you for joining.
00:00:08 Matthew Collins

I'm Matt Collins, head of ETFs here at PGIM.
00:00:11 Matthew Collins

For those of you not familiar with PGIM, we are the $1.5 trillion asset management arm of
Prudential Financial.

00:00:18 Matthew Collins

Prudentialis celebrating 150 years of solving some of the most complex investment
problems that exist, and we have one of the longest histories in the market doing that.

00:00:30 Matthew Collins

As we sit here today,

00:00:32 Matthew Collins

There is no greater challenge than navigating where we are in the equity market.
00:00:37 Matthew Collins

Essentially, we are at the top of the roller coaster, all peering down, waiting for that next
drop in the equity market, and trying to understand how do you continue to stay invested in
the equity market, but protect yourself for what seems to be sort of an inevitable outcome
as we look towards more volatility in the market.

00:01:00 Matthew Collins

And within the asset management arm industry and within PGIM and Prudential, as we talk
to clients, we talk about goal-based investing through this singular view towards
retirement.

00:01:16 Matthew Collins

While retirement is a critical portion of the spectrum of life, that is not how life works.
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00:01:22 Matthew Collins
Life happens in a set of intervals.
00:01:25 Matthew Collins

And it's a set of intervals that we're constantly saving for, whether it's your first house,
college tuition, wedding, house repairs, maybe a second house if you're lucky enough.

00:01:38 Matthew Collins

Clients are consistently trying to invest and protect for that next goal.
00:01:45 Matthew Collins

And retirement sometimes is the least of their concerns because
00:01:49 Matthew Collins

They may work longer, they may work less.

00:01:51 Matthew Collins

They are protecting to very unique life events.

00:01:54 Matthew Collins

And the worst thing that can happen is you've accumulated through incredible equity runs
like we've had over the last five years, or maybe it's a 20-year horizon, you've accumulated
what you need, and then the equity market, the bottom falls out.

00:02:09 Matthew Collins

And that's when you hear most often from your end clients in terms of how do we get out of
this run?

00:02:15 Matthew Collins
How do we protect ourselves against these kind of situations?
00:02:19 Matthew Collins

And that is where the power of defined outcome ETFs, otherwise known as buffer ETFs,
come into play.

00:02:26 Matthew Collins

At Prudential, we have a very long history of offering annuity contracts.
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00:02:30 Matthew Collins

And what we wanted to do is bring that exact same concept, butin a much more
accessible vehicle at a very low cost.

00:02:40 Matthew Collins

So you can take that concept and apply it to your investment portfolio and to various client
solutions with a defined outcome

00:02:47 Matthew Collins

equity solution that puts a window frame around your S&P 500 experience and allows your
clients and your portfolios to see exactly the amount of risk you want to see out of your
equity portfolio.

00:03:02 Matthew Collins

Buffer ETFs, and I'll intermingle the term buffer and defined outcome, they to me mean
really the same thing, is now a 65 billion, it's probably 70 billion plus industry today that
didn't exist three years ago.

00:03:16 Matthew Collins

essentially.

00:03:17 Matthew Collins

But most of you, as | mentioned, are familiar with annuity contracts and structured notes.
00:03:22 Matthew Collins

Those are very popular investment vehicles and investment solutions that have existed for
20, 30 years in the market to incredible demand.

00:03:32 Matthew Collins
But we wanted to bring something that is far more tax efficient and low cost to the market.
00:03:38 Matthew Collins

And with this full service offering that's out there in the market, you've seen buffer ETFs be
one of the most explosive segments

00:03:44 Matthew Collins

of the ETF market growing almost exponentially just over the last few years.
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00:03:52 Matthew Collins
Cerulirecently did a study.
00:03:54 Matthew Collins

They are projecting that this defined outcome ETF space in the next five years reaches $300
billion.

00:04:00 Matthew Collins

And if you look at the top flows across the active ETF category and across the ETF, you
constantly see what we refer to as solution-based products gaining share.

00:04:12 Matthew Collins
Thisis
00:04:14 Matthew Collins

the new way of investing for a lot of clients, taking old concepts into a new vehicle in the
ETF form in a far more manageable experience for clients.

00:04:26 Matthew Collins

And the reason for the success of defined outcome ETFs is traditional hedging has simply
not worked, particularly over the last three years.

00:04:37 Matthew Collins

And my son has an unhealthy obsession with action movies, and I've seen my fair share of
chases

00:04:43 Matthew Collins

in movies as a villain or someone's trying to run from building to building and they're
leaping to the next building.

00:04:49 Matthew Collins

And unfortunately for a lot of clients, that leap from equities to fixed income has been too
much.

00:04:57 Matthew Collins

The volatility that's existed in the fixed income market has really negated the benefit of that
hedge.
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00:05:04 Matthew Collins

The power of defined outcome ETFs is to keep you invested in the equity market, in the S&P
500, in the NASDAQ,

00:05:12 Matthew Collins
but narrow the range of outcomes and provide much more bond-like volatility.
00:05:20 Matthew Collins

The critical component here, if you go back on any time period, whetherit's 5, 10, 20, 30
years, the power of equities is undeniable.

00:05:29 Matthew Collins

You have to be in equities to achieve your retirement outcomes.
00:05:33 Matthew Collins

You have to be in equities to achieve any kind of goal that's five years and beyond.
00:05:41 Matthew Collins

78% of market returns are positive.

00:05:45 Matthew Collins

But what do your clients remember?

00:05:48 Matthew Collins

They remember those drastic drawdowns.

00:05:50 Matthew Collins

And if you look at the chart on the left, the navy boxes is where the equity market ends up
on an annual basis.

00:05:58 Matthew Collins

78% of the time positive.

00:06:00 Matthew Collins

But those light blue diamonds are the drawdowns that happen within those years.
00:06:06 Matthew Collins

And when does your client call you?
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00:06:08 Matthew Collins
They call you when that happens, right?
00:06:09 Matthew Collins

And that scares them off, not just half the time, but it scares them off next year, five years
from now.

00:06:15 Matthew Collins

Well, | don't want to experience that.

00:06:18 Matthew Collins

Defined outcomes protect against those drawdowns and help mitigate those drawdowns.
00:06:25 Matthew Collins

But more importantly, when there is a drawdown, there is a path out.
00:06:29 Matthew Collins

And that is critical for a lot of clients that are saving particularly goal-based
00:06:35 Matthew Collins

investors in the market.

00:06:37 Matthew Collins

Historically, going back to 1992, stocks, you have to be there.

00:06:43 Matthew Collins

You have to be in stocks to achieve any meaningful appreciation in the market to keep up
with inflation.

00:06:50 Matthew Collins

But if you look on the right side, there is a pullback of 5% to 10% three times per year.
00:06:59 Matthew Collins

And one of the greatest challenges for a financial advisor is to

00:07:03 Matthew Collins

talk their clients into where they need to be versus where they want to be.

00:07:07 Matthew Collins
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They want to be in cash and just sit there, but they can't to achieve their goals.
00:07:11 Matthew Collins

And the defined outcome industry is really built around mitigating these drawdowns that
happen every year and usually quite often.

00:07:21 Matthew Collins

Bond volatility, we're in a bit of a conundrum.
00:07:25 Matthew Collins

Yields are at extremely attractive levels.

00:07:27 Matthew Collins

We waited a decade to get to sort of that 4% or 5%
00:07:32 Matthew Collins

risk-free, interest rate.

00:07:33 Matthew Collins

The problem is any level of duration that's been taken on in the market has completely
overwhelmed, from a volatility perspective, that income.

00:07:42 Matthew Collins

And where you're seeing demand in the market, on the fixed income side, you're seeing it to
low to no duration, high quality products like AAA CLOs and ultra short.

00:07:54 Matthew Collins

But then the rest of the demand is going to these solution-based equities where they're
trying to replace what they historically achieved out of the

00:08:01 Matthew Collins

fixed income universe through a sort of a low vol, minimal upside in the equity market to
achieve those kind of returns.

00:08:14 Matthew Collins
And here's that gap.

00:08:15 Matthew Collins
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There is an enormous gap between the risk and return of the equity market.
00:08:20 Matthew Collins

And we're using the S&P 500 to judge the overall equity return.

00:08:25 Matthew Collins

Look how far down you have to go.

00:08:29 Matthew Collins

from a return perspective to diversify your portfolio down to bonds.
00:08:34 Matthew Collins

And the reason the defined outcome space has moved to 65 billion in just three years and
the annuity space continues to take off, as well as people want that bond-like volatility, but
they want equity-like returns, right?

00:08:47 Matthew Collins
They want all the good stuff.
00:08:49 Matthew Collins

Defined outcomes, buffer ETFs are meant to push you towards the volatility of bonds, but
think of the equity market like your coupon.

00:08:58 Matthew Collins

And when you're tied to the equity market, you have a much higher probability of achieving
long-term success if the equity market is driving your returns, particularly on a five-year
plus time horizon.

00:09:12 Matthew Collins
So here's how they work.
00:09:14 Matthew Collins

We have a 12% downside protection series, a 20% downside protection series, and a 100%
downside series.

00:09:24 Matthew Collins
We have an ETF in the market every month throughout the year.

00:09:29 Matthew Collins
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And every month, we will tell you what the cap is.
00:09:32 Matthew Collins

That cap, let's just say it's 16%.

00:09:36 Matthew Collins

On the first business day of the month, we'll say you have 16% upside participation for one
year.

00:09:44 Matthew Collins

That defined outcome is good for one year.

00:09:47 Matthew Collins

If the equity market is up 18%, you achieve 16% out of this ETF.
00:09:53 Matthew Collins

If the equity market is up 5%, you get 5%.

00:09:57 Matthew Collins

But there's a buffer.

00:09:58 Matthew Collins

If on a 20% buffer series, if the market is down 18% over that one-year period, you have
zero losses.

00:10:07 Matthew Collins

And as we talk about how do | get out of those light blue diamonds, how do | get out of
those nasty drawdowns that scare your clients endlessly for years to come, this is how you
doit.

00:10:20 Matthew Collins
You put a window frame around your S&P experience.
00:10:23 Matthew Collins

And there are very few investments in the asset management world where you walk in day
one and know exactly what's going to happen based off how the S&P performs in a very
narrow range that works for your client.

00:10:39 Matthew Collins
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And here's your ride along the way.
00:10:43 Matthew Collins

Unlike other vehicles where you have a lockup period, it may be two years, it may be six
years in a structured product,

00:10:51 Matthew Collins

Defined outcomes, you are free to buy on day one of the outcome and hold it for five years.
00:10:57 Matthew Collins

We constantly refresh the outcome every year.
00:11:00 Matthew Collins

You have to do nothing.

00:11:01 Matthew Collins

There's no taxable event.

00:11:03 Matthew Collins

But on the flip side, you're free to sell mid-period.
00:11:07 Matthew Collins

And if we offer a 16% upside product and six months into the annual outcome, you want to
move to something else, you may be up 8% and say, that's good enough.

00:11:18 Matthew Collins

It gives you the flexibility to hold over very long periods, but also realize the liquidity of the
defined outcome or buffer ETF versus other vehicles that may have a taxable event or
you're locked in to that vehicle.

00:11:32 Matthew Collins

So this is really giving that annuity protection-like concept, but in a much more accessible
vehicle.

00:11:39 Matthew Collins

And if you look at the ride here, you were down about 50% less than the S&P 500 at peak
drawdown.

00:11:47 Matthew Collins
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but you sort of end up pretty close to the same place as the S&P, but you're getting more
upside than a traditional fixed income investment if the equity market cooperates.

00:12:02 Matthew Collins
So why now?
00:12:04 Matthew Collins

As | mentioned at the start of the call, it feels, | think, to many of us like we are at the top of
a roller coaster.

00:12:10 Matthew Collins

Now, as the drawdown, does it end up being 5% or 30%?
00:12:13 Matthew Collins

We don't know.

00:12:15 Matthew Collins

But we do know that we are at historically high valuations from a PE perspective, and
something has to give at some point.

00:12:25 Matthew Collins
There has to be some sort of give back.
00:12:28 Matthew Collins

Now is the time to lock in the gains that you've experienced over the last five years in the
equity market.

00:12:33 Matthew Collins

Don't have FOMO, don't miss out on the next 5, 10% of the equity market should it continue
to cooperate, but get rid of those big losses with defined outcome ETFs.

00:12:45 Matthew Collins

And we went back 30 years, and we looked at the S&P 500 and said, what is the average
return for the S&P 500 historically?

00:12:54 Matthew Collins
And it's about 10.5%.

00:12:56 Matthew Collins
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| think most case studies will say clients really are trying to achieve 6% to 8% long-term in
their 401 or their very long-term holdings.

00:13:06 Matthew Collins
But given the recent run-up, that's actually moved up to 10.5%.
00:13:13 Matthew Collins

These are the caps, the upside participation rate, that you can achieve in our defined
outcome ETFs.

00:13:20 Matthew Collins

And I'lLjust start with our 12% buffer series.
00:13:25 Matthew Collins

That is approximately 14% upside with 12% downside protection over a one-year period.
00:13:34 Matthew Collins

We also have the 20% series at 10.43.
00:13:40 Matthew Collins

Now, if you think about the math on the S&P,
00:13:43 Matthew Collins

over a 30-year period averages about 10.5%.
00:13:47 Matthew Collins

If you can achieve 10.5%, but be protected for 20% loss on the S&P, not participate in the
first 20% of S&P losses, now feels like a really attractive time to protect yourself against
that steep drop.

00:14:05 Matthew Collins

But if the equity market continues to push on, you have access to 10, almost 11%
00:14:12 Matthew Collins

returns.

00:14:14 Matthew Collins

We also have a NASDAQ 12% downside protection series.
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00:14:19 Matthew Collins

That gives you close to 17%.

00:14:21 Matthew Collins

That's a really attractive cap level.

00:14:24 Matthew Collins

You can sort of take the edge off the volatility in the NASDAQ and stay in it.
00:14:29 Matthew Collins

And then we have a 100% protection series, which I'll talk about in a moment, whichis a
really nice step out of cash equity replacement where there's no downside

00:14:41 Matthew Collins

but you can get around 6.5% upside in that max series.
00:14:47 Matthew Collins

Here's why these products are taking off.

00:14:49 Matthew Collins

You can invest in these products.

00:14:51 Matthew Collins

Let's just say you invest $100,000 day one.

00:14:55 Matthew Collins

If the market is up 12% over that year, your account value is $112,000.
00:15:02 Matthew Collins

But behind the scenes, we do everything.

00:15:04 Matthew Collins

We reset.

00:15:06 Matthew Collins

the options within the portfolio and get a new cap.

00:15:09 Matthew Collins


https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4
https://prudentialus-my.sharepoint.com/personal/ogemdi_nwadike_pgim_com/Documents/Transcribed%20Files/Buffer%20ETF%20Webinar%20Replay.mp4

So as aninvestor, you can continue to step up with the equity market and you have nothing
to do.

00:15:16 Matthew Collins

There's no taxable event.

00:15:19 Matthew Collins

There's no distribution in these products.
00:15:23 Matthew Collins

Everything is your experience.

00:15:24 Matthew Collins

It's your cost basis.

00:15:25 Matthew Collins

When you choose to sell, that's your cost basis tax event.
00:15:29 Matthew Collins

But unlike other products where you may get a lump sum, you may have distributions, this
is a really nice replacement if you want defensive exposure, but not be subject to income
taxes on a distributed bond product.

00:15:47 Matthew Collins

There are a lot of products in the defined outcome space.
00:15:49 Matthew Collins

I think there's about 500 plus products

00:15:52 Matthew Collins

Don't be overwhelmed by the products.

00:15:54 Matthew Collins

Over 80% of the products in the defined outcome space are tied simply to the S&P 500 or
the NASDAQ.

00:16:05 Matthew Collins
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Extremely common indices, annual outcomes on these common indices, and you know
exactly what you're owning.

00:16:12 Matthew Collins

If you compare that to maybe a smart beta index strategy where it's a little confusing how it
would act in a downturn or an active manager where you don't understand

00:16:22 Matthew Collins
how that risk in that portfolio matches with the rest of your portfolio.
00:16:27 Matthew Collins

These are dead straight on indices and defined outcome products on very basic indexes
that are very easy to understand.

00:16:37 Matthew Collins

The MAX series.

00:16:38 Matthew Collins

So this is the 100% protection series.
00:16:43 Matthew Collins

Last year, this was one of the most popular asset gathering segments of the defined
outcome space.

00:16:49 Matthew Collins

And the reasons are simple.
00:16:51 Matthew Collins

Yields are expected to move down.
00:16:53 Matthew Collins

Cash is a potentially could be less attractive with 100% downside, but around 6% to 6.5%
upside.

00:17:02 Matthew Collins

But most importantly, unlike a T-bill investment where you're paying taxes on all of the
income that's distributed throughout the year, there is no income in the product.

00:17:13 Matthew Collins
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So if the S&P is up 3%, 4%, 5%, you get full capture up to 6%.
00:17:21 Matthew Collins

with no downside protection, but most importantly, there's no taxable event and you don't
have to pay income.

00:17:27 Matthew Collins

As | said at the start of the call, use fixed income for income.

00:17:32 Matthew Collins

If your clients need income, use it.

00:17:35 Matthew Collins

If you're in a different phase of life and you're matching your liabilities, use fixed income.
00:17:41 Matthew Collins

What these products are meant to do for the longer term horizon, keep you in the equity
market,

00:17:46 Matthew Collins

but give you that bond like Vol, but without sort of the taxable event that comes with a lot of
the income associated with fixed income.

00:17:59 Matthew Collins

This is why we find this story very, very easy to tell, both to the financial advisors that we
talk to, but more importantly, as we talk to financial advisors, it's a conversation that they
can have

00:18:14 Matthew Collins

with their end clients, and those end clients understand this in about 30 seconds.
00:18:19 Matthew Collins

It's super easy to understand.

00:18:22 Matthew Collins

And as we talked about earlier, look at the gap on the risk-return over the last year between
bonds and sort of this turquoise color here and the S&P 500.

00:18:33 Matthew Collins
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How do you fill that gap?

00:18:35 Matthew Collins

That's an incredibly challenging gap to fill,
00:18:39 Matthew Collins

Because for most people, U.S.

00:18:40 Matthew Collins

large cap is your lower risk investment in your equity portfolio.
00:18:45 Matthew Collins

But then what?

00:18:47 Matthew Collins

You have to leap to that next building.
00:18:49 Matthew Collins

And unfortunately, it's a huge leap.
00:18:51 Matthew Collins

What these defined outcome products are meant to do is stair step your way down to fixed
income.

00:18:58 Matthew Collins

And you can throw a dart at what these products do and know exactly what's going to
happen.

00:19:03 Matthew Collins

If you want to stay closer to the S&P 500, you use sort of the long-term average of a 12%
buffer

00:19:10 Matthew Collins
If you want a 20% buffer, you're getting much closer to bonds.
00:19:13 Matthew Collins

This ability to toggle down risk is critical for investors in the market as they look for
solutions to diversify away from outright beta in the S&P 500.
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00:19:28 Matthew Collins

And as | mentioned, there's no taxable event in buffer ETFs.
00:19:31 Matthew Collins

We handle everything behind the scenes.

00:19:34 Matthew Collins

The cost basis is yours.

00:19:36 Matthew Collins

When you sell,

00:19:37 Matthew Collins

That's for you.

00:19:38 Matthew Collins

If you hold for 366 days, you move into long-term category.
00:19:42 Matthew Collins

But there's no income on these products, which in today's environment can be a very
attractive opportunity to be defensive without the taxable event.

00:19:54 Matthew Collins

About 50% of the flows in the defined outcome universe are going to what we refer to as a
ladder ETF.

00:20:04 Matthew Collins
In a ladder ETF,
00:20:06 Matthew Collins

If you think about how these products work, your subject, if you want to buy the February
product as an example, on February 1st, you need to invest on February 1st.

00:20:16 Matthew Collins

Now, you're free to invest throughout the year, but it's easiest to invest when you get the full
cap on day one.

00:20:23 Matthew Collins
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Sometimes clients don't want to have to worry about what's the cap in February?
00:20:27 Matthew Collins

What's the cap in March?

00:20:30 Matthew Collins

They're using ladder ETFs, which buy all 12 months in equal weight.

00:20:36 Matthew Collins

This becomes an excellent defensive equity position for a portfolio.

00:20:42 Matthew Collins

And if you think about how to break this up from a behavioral perspective, think about the
defined outcome monthly ETFs that have annual outcomes as the client conversation,
right?

00:20:55 Matthew Collins

The client conversation is | have cash flows.

00:20:58 Matthew Collins

I'm going to lock you in for a year in this product and get X upside, X downside protection.
00:21:05 Matthew Collins

That's your behavioral option.

00:21:09 Matthew Collins

Your portfolio construction option, so you don't have to worry about what the capison a
particular month or check in with our website to see how much cap is left or how much
buffer.

00:21:19 Matthew Collins

Use a ladder ETF for a extremely simple investment solution that gives you everything you
want out of defined outcome buffer ETF investing, but takes away the timing risk.

00:21:32 Matthew Collins
The number one question

00:21:34 Matthew Collins
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that | get on the latter ETFs is how does it behave, right?

00:21:38 Matthew Collins

Is the January product wildly different than the June product, as an example?
00:21:43 Matthew Collins

And the fact of the matter is, they operate very much the same.

00:21:47 Matthew Collins

You can pick any time period, and the vast majority of the defined outcome monthly ETFs
that have annual outcomes look very much the same.

00:21:56 Matthew Collins

But there's always going to be one that's well above the others and one that's well under the
others.

00:22:03 Matthew Collins

The ladder ETF is ultimately meant to smooth out that experience and give you an average
of these outcomes so you don't have to worry about timing risk for the monthly vintages,
particularly as it relates to cashflow.

00:22:18 Matthew Collins

So this is a very nice scalable solution for portfolio construction across your practice.
00:22:26 Matthew Collins

Here's a real-life example.

00:22:28 Matthew Collins

Looking back at the

00:22:31 Matthew Collins

March and April drawdown in the S&P 500.

00:22:35 Matthew Collins

The ladder ETF was down about 50% less than the S&P 500, but you end up pretty much in
the same place.

00:22:46 Matthew Collins
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And if you think about how important that is to talk to your clients about an equity vehicle
that keeps them invested, but avoids these nasty drawdowns, but can give them a nice
moderate equity return,

00:23:00 Matthew Collins

What does that give you?

00:23:00 Matthew Collins

It gives you a very attractive Sharpe ratio in your portfolio.
00:23:07 Matthew Collins

Now, where does it fit?

00:23:09 Matthew Collins

I've suggested that stay invested in the S&P.
00:23:14 Matthew Collins

It's critical over long-term to have full beta.
00:23:18 Matthew Collins

Use fixed income.

00:23:19 Matthew Collins

It is a absolutely critical component of a portfolio.
00:23:24 Matthew Collins

But this is meant to help you ladder down
00:23:28 Matthew Collins

from equities to fixed income.

00:23:30 Matthew Collins

So as you draw down your equity exposure, before you get to fixed income, begin to
incorporate defined outcome buffer ETFs in these products to draw it down.

00:23:42 Matthew Collins

Now, in terms of where PGIM fits in this, PGIM and Prudential were one of the first usersin
partnership with the CBOE to create what's referred to as flex options back in 1993.
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00:23:57 Matthew Collins

We are originator of these flex options.

00:23:59 Matthew Collins

That is what sits behind these defined outcome ETFs.
00:24:03 Matthew Collins

We have a very long history navigating this market.
00:24:06 Matthew Collins

Prudential has an extraordinarily long history of solving very complex investment
challenges.

00:24:12 Matthew Collins

So we wanted to bring that concept, but most importantly, we wanted to bring it at a
expense ratio that is much, much lower cost than what's out there in the market.

00:24:24 Matthew Collins

Most defined outcome ETFs

00:24:27 Matthew Collins

are anywhere from 79 to 100 basis points.

00:24:31 Matthew Collins

Those are incredibly expensive ETFs, given that S&P 500 exposure is often free.
00:24:39 Matthew Collins

And a lot of large ETFs out there, we wanted to come to market and offer a game-changing
level of expense savings.

00:24:49 Matthew Collins
And | know expenses are obvious on the impact to the portfolio,
00:24:52 Matthew Collins

It is that much more important in the defined outcome space because you are living in a
very narrow range.

00:25:00 Matthew Collins
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We've talked about 14% upside, 12% downside protection.
00:25:05 Matthew Collins

Well, when you live in that window frame, your clients have picked what they want to see
out of the S&P 500.

00:25:12 Matthew Collins

It's that much more obvious the impact of cost that exists in these products.
00:25:17 Matthew Collins

So lowering the costs, our products are at 50 basis points, much cheaper.
00:25:22 Matthew Collins

than the vast majority of other defined outcome ETFs that are out there in the market.
00:25:29 Matthew Collins

So there's one question in the chat.

00:25:31 Matthew Collins

Thank you again for submitting this.

00:25:33 Matthew Collins

What does your client see?

00:25:35 Matthew Collins

They see it every day.

00:25:36 Matthew Collins

So these products trade like any other ETF in the market.

00:25:41 Matthew Collins

They'll see a market price every day.

00:25:44 Matthew Collins

And | like to describe these to some extent.

00:25:47 Matthew Collins

They're not a bond, but the concept applies here as amortized bonds.
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00:25:52 Matthew Collins

So these ETFs, defined outcome ETFs are on a schedule.
00:25:58 Matthew Collins

Starts on day one, ends on day 365.

00:26:02 Matthew Collins

As you get closer to the end of the outcome, let's say you're in month 11, there's 30 days
left in the outcome, there's not going to be a lot of movement in that product.

00:26:13 Matthew Collins

But let's just say the, let's cut it off simple.

00:26:15 Matthew Collins

In aJanuary ETF, it's June.

00:26:19 Matthew Collins

The equity market is up 15% in June, and the cap on the product was also, let's say, 15%.
00:26:25 Matthew Collins

By June, your buffer ETF is most likely going to be up anywhere from 7% to 10%.

00:26:31 Matthew Collins

And if the equity market continues to cooperate, it's going to start ticking up like an
amortized bond towards the end of the outcome if the equity market continues to stay
positive.

00:26:42 Matthew Collins

But what a lot of clients love is they can say, you know what?

00:26:46 Matthew Collins

That 10% is good enough.

00:26:47 Matthew Collins

I know | was looking for 15 out of this, but | want to move to a different buffer.
00:26:51 Matthew Collins

I want to refresh my buffer, move into a different part of the equity market.
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00:26:55 Matthew Collins

There's no lockup.

00:26:56 Matthew Collins

You're free to go.

00:26:58 Matthew Collins

If you like what you've earned, you move on, buy something else.
00:27:01 Matthew Collins

On the flip side, you can hold it for 10 years, and you can constantly step up with the
market.

00:27:07 Matthew Collins

And the other question that popped in, is it price only or total return?
00:27:12 Matthew Collins

No income, price only.

00:27:14 Matthew Collins

on these products.

00:27:15 Matthew Collins

This is a non-distributing product, so we do track the price return of the S&P 500.
00:27:24 Matthew Collins

So with that, | will close out.

00:27:26 Matthew Collins

Here's our full suite.

00:27:28 Matthew Collins

I will say that there's a lot of options in the defined outcome space, but there are very few
firms offering full service ETF offerings that have a refreshed cap every month in ETF

00:27:42 Matthew Collins

in the market at different buffer levels with refreshed caps that you can match your cash
flow needs or your investment portfolio needs up with.
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00:27:51 Matthew Collins

And we're very proud to offer a full service offering within the defined outcome space.
00:27:58 Matthew Collins

I think to close out, | will say this on the 12% series.

00:28:02 Matthew Collins

We went back to 1957 and looked at every loss that happened on an annual basis, rolling
every month.

00:28:10 Matthew Collins

and said, what's the average drawdown?

00:28:14 Matthew Collins

The average drawdown going back to 1957 is 11.8%.
00:28:19 Matthew Collins

We offer, and we're the only firm to offer a 12% buffer.
00:28:22 Matthew Collins

And what we are doing, if you buy downside protection to the average event, you're
maximizing the amount of upside for the protection that you've bought, right?

00:28:33 Matthew Collins
Because every dollar you protect is a dollar you give up on the upside.
00:28:37 Matthew Collins

The 20% series is really meant for today's environment, where you're at the top of the roller
coaster.

00:28:43 Matthew Collins
And then the max buffer is your cash alternative.
00:28:45 Matthew Collins

And the NASDAQ series is meant to take a bite out of the volatility, but give you really nice
upside.

00:28:52 Matthew Collins
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And then we have a ladder option, BUFP, PBFR, and PBQQ, where you can add this to your
portfolio in a very simple framework.

00:29:02 Matthew Collins

So |l want to thank everyone.
00:29:03 Matthew Collins

This was meant to be a quick hit.
00:29:05 Matthew Collins

webinar.

00:29:06 Matthew Collins

Thank you for the questions.
00:29:08 Matthew Collins

I'm always here for support, and this will be available for replay as well.
00:29:12 Matthew Collins

So thank you, everyone, for joining.
00:29:13 Matthew Collins

Much appreciated.

[Disclosures on screen]
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