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10-Year Liquidity Premium
NEWLY ISSUED ON-THE-RUN 10-YEAR TREASURY BONDS EXHIBIT LIQUIDITY PREMIUM
VERSUS OFF-THE-RUN 9-YEAR TREASURY BONDS
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U.S. & German 10-Year Front Futures Contracts
Rich/ Cheap
THE PRICE OF A FUTURE AND ITS DELIVERABLE BASKET OF GOVERNMENT BONDS CAN
DIVERGE PRIOR TO DELIVERY, CREATING AN ARBITRAGE OPPORTUNITY
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U.S. Treasury Optimal Fundamental Value
STRUCTURAL DISLOCATIONS AND EMBEDDED VALUE IN THE TREASURY MARKET AT NEAR
RECORD HIGHS SINCE THE 2008 FINANCIAL CRISIS

Optimal Model Portfolio: Price Deviation
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Source: PGIM Fixed Income. The U.S. proprietary yield curve model derives an "optimal" long versus short portfolio that is neutral to the systematic parameters of the underlying model.
Positions are scaled according to the overall level of value determined, as well as expected mean reversion speed.

4

Availability of Financing
THE TREASURY MARKET HAS GROWN CONSISTENTLY OVER THE LAST DECADE AND
INCREASINGLY SO THIS YEAR WHILE THE REPO MARKET HAS REMAINED CONSTANT
U.S. Treasury Repo Market Size1 vs.
U.S. Treasury Marketable Debt Outstanding
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Source: U.S. Treasury & Federal Reserve Bank of New York. 1U.S. Repo Market Size includes securities lent for data consistency.
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Presenter Biographies
Erik Schiller, CFA, is a Managing Director and Head of Liquidity. Mr. Schiller is responsible for developed market
rates for PGIM Fixed Income's Multi-Sector and Liquidity Team, specializing in government securities, futures,
interest rate swaps/derivatives, and agency debentures. Mr. Schiller holds a senior portfolio management role
where he develops portfolio strategy, performs quantitative analysis, and designs and implements risk positions
within the liquidity relative value strategy portfolios, multi-sector fixed income portfolios, liability-driven
portfolios, and government securities focused mutual funds. In addition, he has oversight of agency mortgages
for the firm. Formerly, Mr. Schiller was a Vice President for PGIM Fixed Income's U.S. Liquidity Sector Team, and
previously a hedge fund analyst within the Portfolio Analysis Group. Mr. Schiller joined the Firm in 2000 as an
operations associate in the mortgage-backed securities group. He received a BA with high honors in Economics
from Hobart College and holds the Chartered Financial Analyst (CFA) designation.

For purposes of the biographies, the “Firm” is defined as Prudential Financial, Inc. ("PFI"). All PGIM and Prudential named entities are subsidiaries or affiliates of PFI. PFI. 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.
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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. 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”). PFI 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 PFI 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. Clients seeking information regarding their particular investment needs should contact their
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 or accept responsibility for errors. All
investments involve risk, including the possible loss of capital. 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 an y investment management services and should not be used as the basis for any investment decision. No risk management technique can
guarantee the mitigation or elimination of risk in any market environment. Past performance is not a guarantee or a reliable indicator of future results and an investment
could lose value. No liability whatsoever is accepted for any loss (whether direct, indirect, or consequential) that may arise from any use of the information contained in or
derived from this report. 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.
The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations of
particular securities, financial instruments or strategies to particular clients or prospects. No determination has been made regarding the suitability of any securities, financial
instruments or strategies for particular clients or prospects. For any securities or financial instruments mentioned herein, the recipient(s) of this report must make its own
independent decisions.
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