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The information in this prospectus is not complete and may be changed. We may not sell these securities
until the registration statement filed with the Securities and Exchange Commission is effective. The
prospectus is not an offer to sell these securities and is not soliciting an offer to buy these securities in any
state where the offer or sale is not permitted.

Subject to Completion
Preliminary Prospectus dated April 25, 2012

PROSPECTUS

Shares

Prudential Short Duration High Yield Fund, Inc.
Common Stock
$20.00 per Share

The Fund. Prudential Short Duration High Yield Fund, Inc. (the "Fund") is a newly organized, diversified, closed-end
management investment company.

Investment Objective. The Fund's investment objective is to provide a high level of current income. There can be no
guarantee that the Fund will achieve its investment objective or be able to structure its investment portfolio as
anticipated.

Investment Policies. The Fund seeks to achieve its objective by investing primarily in a diversified portfolio of high
yield fixed income instruments that are rated below investment grade or, if unrated, are considered by the Fund's
investment subadviser to be of comparable quality. Under normal market conditions and after the initial investment
period following this offering, at least 80% of the Fund's investable assets (as defined in this prospectus) will be
invested in a diversified portfolio of high yield fixed income instruments that are rated below investment grade with
varying maturities and other investments (including derivatives) with similar economic characteristics. High yield
fixed income instruments that are rated below investment grade (commonly referred to as "junk bonds") are regarded
as having predominantly speculative characteristics with respect to the issuer's capacity to pay interest and repay
principal. Although the Fund may invest in instruments of any duration or maturity, under normal market conditions
and after the initial investment period following this offering, the Fund will seek to maintain a weighted average
portfolio duration of three years or less and a weighted average maturity of five years or less. The Fund's investments
in derivatives will be included under the 80% asset policy noted above so long as the underlying assets of such
derivatives are based on one or more high yield fixed income instruments that are rated below investment grade. Such
derivative investments are subject to the Fund's limit of investing up to 20% of its investable assets in derivatives.

Use of Leverage. The Fund may seek to enhance the level of its current distributions to holders of common stock
through the use of leverage. The Fund may use leverage through borrowings, including loans from certain financial
institutions and/or the issuance of debt securities, as well as through the issuance of preferred stock. The Fund may
borrow in amounts up to 331/;% (as determined immediately after borrowing) of the Fund's investable assets. After
the Fund has fully invested the net proceeds of this offering, the Fund currently intends to borrow money in an initial
aggregate amount up to approximately 20% (as determined immediately after borrowing) of the value of its investable
assets. The use of leverage can create special risks. There can be no assurance that any leveraging strategy the Fund
employs will be successful during any period in which it is employed.
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Listing. The Fund's shares of common stock have been approved for listing on the New York Stock Exchange, subject
to notice of issuance, under the symbol "ISD."

(continued on the following page)

Investing in the Fund's common stock involves certain risks. You could lose some or all of your investment. See
"Risk Factors'' beginning on page 37 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to
the contrary is a criminal offense.

Per Share Total(3)
Public offering price $  20.00 $
Sales load(1) $ 0.90 $
Estimated offering expenses(2) $ 0.04 $
Proceeds, after expenses, to the Fund $ 19.06 $

(notes on the following page)
The underwriters expect to deliver the shares of common stock to purchasers on or about , 2012.

Morgan Stanley Citigroup BofA Merrill Lynch Wells Fargo Securities Raymond James

Chardan Capital Markets, J.J.B. Hilliard, W.L. Lyons, = Janney Montgomery Knight

LLC LLC Scott

Ladenburg Thalmann & Maxim Group LLC Wedbush Securities Wunderlich

Co. Inc. Inc. Securities
The date of this prospectus is ,2012.
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(notes from previous page)

(1) Prudential Investments LL.C ("PI" or the "Manager") (and not the Fund) has agreed to pay, from its own assets,
upfront structuring and syndication fees to Morgan Stanley & Co. LLC, and upfront structuring fees to Citigroup
Global Markets Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated, Wells Fargo Securities, LLC and Raymond
James & Associates, Inc., and may pay certain other qualifying underwriters a structuring fee, a sales incentive fee or
additional compensation in connection with this offering. These fees are not reflected under sales load in the table
above. The Manager or its affiliates (but not the Fund) also may pay compensation to sales personnel of the Manager's
affiliates that participate in the marketing of the Fund's common stock. See "Underwriters Additional Compensation to
be Paid by PL."

(2) The Fund will pay offering costs (other than the sales load) up to an aggregate of $0.04 per share sold in this
offering. The Manager has agreed to pay (i) all organizational expenses of the Fund and (ii) such offering expenses of
the Fund (other than the sales load) to the extent that they exceed $0.04 per share. The aggregate offering expenses
(other than the sales load) to be paid by the Fund currently are estimated to be $ .

(3) The Fund has granted the underwriters an option to purchase up to additional shares of common stock at the
public offering price, less the sales load, within 45 days of the date of this prospectus solely to cover over-allotments,
if any. If such option is exercised in full, the total public offering price, sales load, estimated offering expenses and
proceeds, after expenses, to the Fund will be $ 8 ,$ and $ , respectively. See "Underwriters."

(continued from previous page)

No Prior Trading History. Because the Fund is newly organized, its common stock has no history of public
trading and no prior performance. The shares of closed-end investment companies that are listed on an
exchange, such as those of the Fund, frequently trade at a discount from their net asset value which may
increase investor risk of loss. In addition, the market price of shares of the Fund may decrease below the price
that you paid for the shares. If you were to sell your shares at a time when the market price is lower than the
price at which you purchased the shares, you will experience a loss. Risk of investor loss may be greater for
investors expecting to sell their shares in a relatively short period after completion of the Fund's initial public
offering.

For more information on the Fund's investment strategies, see "Investment Objective and Policies."

Manager. Prudential Investments LL.C, the Fund's investment manager, will provide administrative and management
services to the Fund, subject to the supervision of the Fund's Board of Directors. As of December 31, 2011, PI's total
assets under management were approximately $160.5 billion.

Subadviser. Prudential Investment Management, Inc. ("PIM"), the Fund's subadviser, will be responsible for the
day-to-day portfolio management of the Fund, subject to the supervision of the Fund's Board of Directors and PI. As
of December 31, 2011, PIM had approximately $619 billion in assets under management.

Prudential Fixed Income is the principal public fixed income asset management unit of PIM and is the unit of PIM
that provides investment advisory services to the Fund. Prudential Fixed Income is organized into groups specializing
in different sectors of the fixed income market: U.S. and non-U.S. government bonds, mortgages and asset-backed
securities, U.S. and non-U.S. investment grade corporate bonds, high yield bonds, emerging markets bonds, municipal
bonds, and money market securities.
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This prospectus provides information that you should know about the Fund before investing. Please read this
prospectus carefully and keep it for future reference. Information required to be in the Fund's statement of additional
information is found in this prospectus. Additional information about the Fund has been filed with the Securities and
Exchange Commission ("SEC") and is available upon written or oral request and without charge. Information about
the Fund can be reviewed and copied at the SEC's Public Reference Room in Washington, D.C. Call 1-202-551-8090
for information on the operation of the public reference room. This information also is available on the SEC's Internet
site at http://www.sec.gov and copies may be obtained upon payment of a duplicating fee by writing the Public
Reference Section of the SEC, 100 F Street, N.E., Washington, D.C. 20549-0102. You may also email requests for
these documents to publicinfo@sec.gov. For a free copy of the Fund's annual or semi-annual report (following the
Fund's completion of an annual or semi-annual period, as applicable) or to request other information or ask questions
about the Fund, please write to the Fund at Gateway Center Three, 100 Mulberry Street, Newark, New Jersey
07102-4077 or call toll free at (800) 451-6788 or visit the Fund's website at www.prudentialfunds.com. This reference
to the website does not incorporate the contents of the website into this prospectus.

The Fund's shares of common stock do not represent a deposit or obligation of, and are not guaranteed or endorsed by,
any bank or other insured depository institution, and are not federally insured by the Federal Deposit Insurance
Corporation, the Federal Reserve Board or any other government agency.
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You should rely only on the information contained in or incorporated by reference into this prospectus. The
Fund has not, and the underwriters have not, authorized anyone to provide you with different information. If
anyone provides you with different or inconsistent information, you should not rely on it. The Fund is not, and
the underwriters are not, making an offer of these securities in any jurisdiction where the offer or sale is not
permitted. You should assume that the information contained herein is accurate only as of the date of this
prospectus. Subsequent to the date of this prospectus, the Fund will supplement this prospectus during the
period that this prospectus is required to be delivered, if the Fund determines any material information
contained in this prospectus becomes materially inaccurate.

iii
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PROSPECTUS SUMMARY

This summary highlights some of the information contained in this prospectus. It is not complete and may not contain
all of the information that you may want to consider. You should read carefully the more detailed information set forth
under "Risk Factors" on page 37 of this prospectus and the other information included in this prospectus. The
information below is qualified in all respects by the more detailed information included elsewhere in this prospectus
and in the Fund's Registration Statement filed with the U.S. Securities and Exchange Commission (the "SEC").

The Fund

The Offering

Listing and Symbol

Who May Wish to Invest

Investment Objective and
Policies

Prudential Short Duration High Yield Fund, Inc. (the "Fund") is a newly organized,
diversified, closed-end management investment company.

The Fund is offering shares of Common Stock at an initial offering price of
$20.00 per share through a group of underwriters led by Morgan Stanley & Co.
LLC, Citigroup Global Markets Inc., Merrill Lynch, Pierce, Fenner & Smith
Incorporated, Wells Fargo Securities, LLC and Raymond James & Associates, Inc.
These shares of Common Stock have been registered for sale with the SEC under
the Securities Act of 1933 (the "Securities Act"). The shares of the Fund's Common
Stock are called "Common Stock" in this prospectus. You must purchase at least
100 shares of Common Stock in order to participate in this offering. The Fund has
granted the underwriters an option to purchase up to additional shares of
Common Stock within 45 days of the date of this prospectus to cover
over-allotments, if any. See "Underwriters."

The Fund's shares of Common Stock have been approved for listing on the New
York Stock Exchange ("NYSE"), subject to notice of issuance, under the symbol
IIISD‘II

The Fund may be an appropriate investment for:
* Long-term investors seeking a high level of current income.

* Fixed income investors seeking the potential for additional diversification through
investment in a short duration, high yield fixed income portfolio.

* Investors seeking access to professional asset management by the Manager and the
Subadviser (each as defined below).

Investors should consider their financial situations and needs, other investments,
investment goals, investment experience, time horizons, liquidity needs, and risk
tolerance before investing in the Fund. An investment in the Fund is not appropriate
for all investors, and the Fund is not intended to be a complete investment program.
The Fund is designed as a long-term investment and not as a trading vehicle. No
assurance can be given that the returns on the Fund's investments will be
commensurate with the risk of investment in the Fund nor can the Fund provide any
assurances that enough appropriate investments that meet the Fund's investment
criteria will be available. Fund investments may be highly speculative; therefore, an
investment in Common Stock may not be suitable for someone with a low risk
tolerance. Investors should not commit money to the Fund unless they have the
resources to sustain the loss of their entire investment in the Fund.

The Fund's investment objective is to provide a high level of current income. The
Fund's investment objective is non-fundamental and may be changed without

13
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stockholder approval.
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There can be no guarantee that the Fund will achieve its investment objective or be
able to structure its investment portfolio as anticipated.

The Fund seeks to achieve its objective by investing primarily in a diversified
portfolio of high yield fixed income instruments that are rated below investment
grade (Bal or lower by Moody's Investors Service, Inc. ("Moody's"), BB+ or lower
by Standard & Poor's Ratings Services, a division of The McGraw Hill Companies,
Inc. ("S&P") or Fitch, Inc. ("Fitch"), or comparably rated by another nationally
recognized statistical rating organization ("NRSRO")) or, if unrated, are considered
by the Subadviser to be of comparable quality. Under normal market conditions and
after the initial investment period following this offering, the Fund will invest at
least 80% of its investable assets in a diversified portfolio of high yield fixed
income instruments that are rated below investment grade with varying maturities
and other investments (including derivatives) with similar economic characteristics.
This 80% policy is a non-fundamental policy and may be changed by the Board of
Directors of the Fund without stockholder approval and after providing holders of
Common Stock with at least 60 days' prior written notice of any change as required
by the rules under the Investment Company Act of 1940, as amended (the "1940
Act"). The term "investable assets" in this prospectus refers to the total assets of the
Fund (including any assets attributable to money borrowed, including as a result of
any shares of preferred stock or notes or other debt securities that may be issued by
the Fund) minus the sum of (i) accrued liabilities of the Fund (other than liabilities
for money borrowed, including the liquidation preference of any outstanding
preferred stock, and principal on notes and other debt securities issued by the
Fund), (ii) any accrued and unpaid interest on money borrowed and (iii)
accumulated dividends on any outstanding shares of Common Stock and preferred
stock issued by the Fund.

Although the Fund may invest in instruments of any duration or maturity, under
normal market conditions and after the initial investment period, the Fund will seek
to maintain a weighted average portfolio duration of three years or less and a
weighted average maturity of five years or less.

The Fund's investments in derivatives will be included under the 80% asset policy
noted above so long as the underlying assets of such derivatives are based on one or
more high yield fixed income instruments that are rated below investment grade.
Such derivative investments are subject to the Fund's limit of investing up to 20%
of its investable assets in derivatives.

The Fund may not invest in municipal debt obligations (except during the initial
investment period or for temporary defensive measures), asset-backed securities
(including collateralized debt obligations and collateralized loan obligations), and
mortgage-backed securities (including securities issued by the U.S. government and
agencies as well as privately). The Fund defines the term "asset-backed security" as
a type of pass through instrument that pays interest based upon the cash flow of an
underlying pool of assets, such as automobile loans or credit card receivables.
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High Yield Instruments or "Junk Bonds." High yield fixed income instruments that
are rated below investment grade (commonly referred to as "junk bonds") are
regarded as having predominantly speculative characteristics with respect to the
issuer's capacity to pay interest and repay principal and are considered to have a
greater vulnerability to default than higher rated securities. In the event that a
security receives different ratings from different NRSROs, the Fund will treat the
security as being rated in the highest rating category received from an NRSRO.

Lower Rated High Yield Instruments. Although the Fund will invest primarily in
below investment grade instruments, the Fund may not invest in issuers who are in
default at the time of purchase. Additionally, the Fund may only invest up to 10%
of its investable assets in high yield instruments rated in the lower rating categories
(Caal or lower by Moody's, CCC+ or lower by S&P or Fitch, or comparably rated
by another NRSRO) or, if unrated, are considered by the Subadviser to be of
comparable quality, unless the Subadviser believes that the financial condition of
the issuer or the protection afforded to the particular instruments is stronger than
would otherwise be indicated by such low ratings. Such instruments are subject to
very high credit risk.

Fixed Income Instruments. The Fund's investments in fixed income instruments
may include bonds, debentures, notes, commercial paper and other similar types of
debt instruments, as well as preferred stock, loan assignments and participations,
money market instruments, and derivatives related to or referencing these types of
securities and instruments. The Fund may invest in fixed income instruments of
companies or governments.

Duration. Duration is a measure of the sensitivity of the price of a security to
changes in interest rates. While there is no limit on the remaining maturity or
duration of any individual security in which the Fund may invest, the Fund
normally will seek to maintain a weighted average portfolio duration, including the
effects of leverage ("weighted average portfolio duration"), of three years or less
and a weighted average maturity of five years or less. The Fund's weighted average
portfolio duration, however, may be longer at any time or from time to time
depending on market conditions. The Fund may use derivatives as part of its
duration management strategies.

Duration is a mathematical calculation of the average life of a debt security (or
portfolio of debt securities) that serves as a measure of its price risk. In general,
each year of duration represents an expected 1% change in the value for every 1%
immediate change in interest rates. For example, if a portfolio of fixed income
securities has an average duration of four years, its value can be expected to fall
about 4% if interest rates rise by 1%. Conversely, the portfolio's value can be
expected to rise about 4% if interest rates fall by 1%. As a result, prices of securities
with longer durations tend to be more sensitive to interest rate changes than
securities with shorter durations. By comparison, a debt security's "maturity" is the
date on which the security matures and the issuer is obligated to repay principal.
Duration is not necessarily equal to average maturity. Duration differs from
maturity in that it considers a security's yield, coupon payments, principal payments
and call
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features in addition to the amount of time until the security finally matures. As the
value of a security changes over time, so will its duration.

Foreign Instruments. Under normal market conditions and after the initial
investment period following this offering, the Fund may invest up to 20% of its
investable assets in U.S. currency denominated and/or foreign currency
denominated fixed income instruments issued by foreign issuers.

Investment Grade Investments. Under normal market conditions and after the initial
investment period following this offering, the Fund may invest up to 20% of its
investable assets in fixed income instruments that are rated investment grade (Baa3
or higher by Moody's, BBB- or higher by S&P or Fitch, or comparably rated by
another NRSRO) or, if unrated, are considered by the Subadviser to be of
comparable quality.

Loan Participations and Assignments. Under normal market conditions and after
the initial investment period following this offering, the Fund may invest up to 20%
of its investable assets in loan participations and assignments.

Derivatives. The Fund is permitted to invest up to 20% of its investable assets in
derivatives but expects to maintain derivatives exposure of below 20% under
normal market conditions. The Fund's investments in derivatives may be for
hedging, investment or leverage purposes, or to manage interest rates or the
duration of the Fund's portfolio. Although the Fund is not limited in the types of
derivatives it can use, the Fund currently expects that its derivatives use will consist
primarily of the following instruments and transactions: futures contracts, foreign
currency forward contracts, U.S. Treasury swaps, interest rate swaps, credit default
swaps on individual securities or groups or indices of securities (including high
yield fixed income instruments) and credit-linked notes.

Equities and Equity-related Securities. From time to time the Fund may hold equity
or equity-related securities incidental to the purchase or ownership of fixed income
instruments or in connection with a reorganization of a borrower.

Investment Process. In determining which securities to buy and sell, the Subadviser
will consider, among other things, the financial history and condition, earnings
trends, analysts' recommendations, and the prospects and the management of an
issuer. The Subadviser generally will employ fundamental analysis in making such
determinations. Fundamental analysis involves review of financial statements and
other data to assess an issuer's prospects and to determine whether its securities are
undervalued or overvalued.

Temporary Defensive Strategies. The Fund may depart from its principal
investment strategy in response to adverse economic, market or political conditions.
The Fund may take a temporary defensive position and invest all or a portion of its
assets in money market instruments, including short-term obligations of, or
securities guaranteed by, the U.S. Government, its agencies or instrumentalities,
high-quality obligations of domestic or foreign banks and corporations, highly rated
short-term securities, cash or cash equivalents, and repurchase agreements with
respect to any of
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the foregoing investments or any other fixed income securities deemed by the
Subadviser to be consistent with a defensive posture. The yield on such investments
may be lower than the yield on lower rated fixed income securities. In addition, the
Fund, as a defensive measure, also may depart from its principal investment
strategy in response to unusual market or other conditions. It is impossible to
predict when, or for how long, the Fund will use these alternative strategies. There
can be no assurance that such strategies will be successful and during their use the
Fund may not be able to achieve its investment objective.

For a more complete discussion of the Fund's portfolio composition, see
"Investment Objective and Policies Portfolio Composition."

The Fund may borrow money, issue notes or other debt securities or issue shares of
preferred stock, in each case for investment purposes and subject to the limits of the
1940 Act, and any restrictions imposed by lenders or NRSROs issuing ratings for
the securities. The Fund may borrow in amounts up to 33!/;% (as determined
immediately after borrowing) of the Fund's investable assets (including the amount
borrowed), but currently intends to borrow money from banks and other financial
institutions in an initial amount up to approximately 20% (as determined
immediately after borrowing) of the value of its investable assets (including the
amount borrowed). The Fund may also gain leverage synthetically through swaps,
other types of derivatives and reverse repurchase agreements.

When the Fund is utilizing leverage, the fees paid to the Manager and Subadviser
for investment advisory and management services will be higher than if the Fund
did not utilize leverage because the fees paid will be calculated based on the Fund's
investable assets, which includes any assets attributable to money borrowed,
including as a result of any shares of preferred stock or notes or other debt
securities that may be issued by the Fund. In such case, the Manager and/or the
Subadviser may have a financial incentive to increase the Fund's use of leverage,
which constitutes an inherent conflict of interest. The Fund's Board of Directors
will monitor this potential conflict of interest. In addition, the fees paid to the
Manager are borne exclusively by the Fund, whereas the fees paid to the Subadviser
are borne exclusively by the Manager. The Fund does not currently anticipate
issuing any preferred stock or notes, except in connection with the credit facility
discussed below.

The Fund is currently negotiating with commercial banks and other financial
institutions to arrange a fixed or floating rate credit facility (the "Credit Facility")
pursuant to which the Fund would expect to be entitled to borrow funds from time
to time in accordance with the terms of the Credit Facility. The Fund expects to
enter into the Credit Facility within 45 days from the Fund's commencement of
operations. Any such borrowings, as well as the issuance of notes or other debt
securities or shares of preferred stock, would constitute financial leverage and
would be subject to the asset coverage requirements imposed by the 1940 Act with
respect to the amount of the borrowings and may limit the Fund's ability to declare
dividends and distributions or repurchase its capital stock. The Fund may choose
not to enter into the Credit Facility. Leveraging with the Credit Facility is expected
to result in the
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Board of Directors

Manager

Subadyviser

Fund paying one or more lenders a commitment fee, closing costs and related fees
and expenses. See "Leverage."

The Board of Directors is responsible for the overall supervision of the business and
affairs of the Fund and performs the various duties imposed on the directors of
investment companies by the 1940 Act and applicable Maryland law. The directors
of the Fund (the "Directors") are divided into three classes, serving staggered
three-year terms. Any vacancy on the Board of Directors may be filled only by a
majority of the remaining Directors, unless the 1940 Act also requires the election
of one or more directors by stockholders.

Prudential Investments LL.C ("PI" or the "Manager") is the Fund's investment
manager. PI and its predecessors have served as a manager or administrator to
investment companies since 1987. PI's principal address is Gateway Center Three,
100 Mulberry Street, Newark, NJ 07102-4077. As of December 31, 2011, PI, a
wholly-owned subsidiary of Prudential Financial, Inc. ("Prudential"), served as
investment manager to all of the Prudential U.S. and offshore open-end investment
companies, and as administrator to closed-end investment companies. As of
December 31, 2011, PI had total assets under management of approximately $160.5
billion.

PI will receive from the Fund an annual fee, payable monthly, in an amount equal
to 0.80% of the average daily value of the Fund's investable assets.

During periods when the Fund is using leverage, if any, the fees paid to PI will be
higher than if the Fund did not use leverage because the fees paid are calculated on
the basis of the Fund's investable assets, which includes any assets attributable to
money borrowed, including as a result of any shares of preferred stock or notes or
other debt securities that may be issued by the Fund. See "Summary of Fund
Expenses" and "Management and Advisory Arrangements."

Prudential Investment Management, Inc. ("PIM" or the "Subadviser") is the Fund's
subadviser. PIM is a registered investment adviser and will be responsible for the
day-to-day portfolio management of the Fund, subject to the supervision of the
Fund's Board and PI. As of December 31, 2011, PIM had approximately $619
billion in assets under management.

Prudential Fixed Income is the principal public fixed income asset management unit
of PIM and is the unit of PIM that provides investment advisory services to the
Fund. Prudential Fixed Income is organized into groups specializing in different
sectors of the fixed income market: U.S. and non-U.S. government bonds,
mortgages and asset-backed securities, U.S. and non-U.S. investment grade
corporate bonds, high yield bonds, emerging markets bonds, municipal bonds, and
money market securities.

PIM will receive an annual subadvisory fee, payable monthly, from PI in an amount
equal to 0.40% of the average daily value of the portion of the Fund's investable
assets managed by PIM up to $300 million and 0.35% of the average daily value of
the portion of the Fund's investable assets managed by PIM over $300 million. No
advisory fee will be paid by the Fund directly to PIM. During periods when the
Fund is using leverage, if any, the fees paid to PIM will be higher than if the Fund
did not use leverage because the fees paid are calculated on the basis of the Fund's
investable
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Selected Risk Factors

assets, which includes any assets attributable to money borrowed, including as a
result of any shares of preferred stock or notes or other debt securities that may be
issued by the Fund. See "Summary of Fund Expenses" and "Management and
Advisory Arrangements."

An investment in the Fund's Common Stock may be speculative in that it involves a
high degree of risk and should not constitute a complete investment program. The
following is a summary of certain of these risks. See the section entitled "Risk
Factors" for a more complete discussion of the risks of investing in the Fund's
Common Stock.

General. Investing in the Fund involves certain risks and the Fund may not be able
to achieve its intended results for a variety of reasons, including, among others, the
possibility that the Fund may not be able to successfully implement its investment
strategy, because of market, economic, regulatory, geopolitical and other
conditions. U.S. and foreign governments have taken a number of unprecedented
actions designed to support certain financial institutions and segments of the
financial markets that have experienced extreme volatility, and in some cases a lack
of liquidity. The impact of these measures, as well as any additional future
regulatory actions, is not yet known and cannot be predicted. Legislation or
regulation may also change the way in which the Fund itself is regulated and could
limit or preclude the Fund's ability to achieve its investment objective. Because the
market price of the Fund's Common Stock will fluctuate, there is a risk that you will
lose money. Your investment will decline in value if, among other things, the
market price of the Fund's Common Stock decreases. As with any security, a
complete loss of your investment is possible. See "Risk Factors General."

No History of Operations. The Fund is a newly organized, diversified, closed-end
management investment company with no history of operations or public trading
and is subject to all of the business risks and uncertainties associated with any new
business. As a result, prospective investors have no track record or history on which
to base their investment decision.

Market Price Discount from Net Asset Value ("NAV") Risk. Shares of closed-end
investment companies that trade in a secondary market frequently trade at market
prices that are lower than their NAVs. This is commonly referred to as "trading at a
discount." This risk may be greater for investors expecting to sell their shares in a
relatively short period after completion of the Fund's initial public offering. As a
result, the Fund is designed primarily for long-term investors.

Although the value of the Fund's net assets is generally considered by market
participants in determining whether to purchase or sell Common Stock, whether an
investor will realize gains or losses upon the sale of the Common Stock will depend
entirely upon whether the market price of the Common Stock at the time of sale is
above or below the purchase price paid by the investor for the Common Stock.
Because the market price of the Common Stock will be determined by factors such
as relative supply of and demand for the Common Stock in the market, general
market and economic conditions, and other factors beyond the control of the Fund,
the Fund cannot predict whether the Common Stock will trade at, below or above
NAYV or at, below or above the Fund's initial public offering price. The NAV of the
Fund, however, is expected to be reduced immediately following the Fund's initial
public offering as a result of the payment of offering costs and
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related expenses by the Fund. In addition, the NAV of the Fund does not include
the sales load paid by stockholders who purchase shares of Common Stock in the
Fund's initial public offering. As with any security, a complete loss of your
investment is possible. See "Risk Factors Market Price Discount from NAV Risk."

Investment and Market Risk. An investment in the Fund is subject to investment
risk, including the possible loss of the entire principal amount invested. An
investment in Common Stock represents an indirect investment in the securities and
other financial assets owned by the Fund. Securities held by the Fund are generally
traded in over-the-counter markets. The value of these securities and financial
assets, like other market investments, may move up or down, sometimes rapidly
and unpredictably. In addition, if the current global economic downturn continues
or deteriorates further, the ability of issuers to service their obligations could be
materially and adversely affected. The shares of Common Stock that a stockholder
purchases at any point in time may be worth less than their original cost, even after
taking into account any reinvestment of dividends and distributions. Further, the
value of securities held by the Fund may decline in value due to factors affecting
securities markets generally or particular industries. Any such decrease in value
could have a material adverse impact on the Fund's business, financial condition
and results of operations. The Fund anticipates using leverage, which will magnify
this risk. See "Risk Factors Leverage Risk."

Management Risk. The Fund is subject to management risk because it is an actively
managed investment portfolio. The Subadviser and each individual portfolio
manager may not be successful in selecting the best performing investments or
investment techniques, and the Fund's performance may lag behind that of similar
funds.

Below Investment Grade (High Yield or Junk Bond) Instruments Risk. The Fund's
investments in below investment grade quality securities and instruments
(commonly referred to as "high yield" securities or "junk bonds") are regarded as
having predominantly speculative characteristics with respect to the issuer's
capacity to pay interest and repay principal in accordance with the terms of the
obligations and involve major risk exposure to adverse conditions.

Fixed income instruments rated below investment grade generally offer a higher
current yield than that available from higher grade issues, but typically involve
greater risk. These investments are especially sensitive to adverse changes in
general economic conditions, to changes in the financial condition of their issuers
and to price fluctuation in response to changes in interest rates. During periods of
economic downturn or rising interest rates, issuers of below investment grade
instruments may experience financial stress that could adversely affect their ability
to make payments of principal and interest on their obligations and increase the
possibility of default. The secondary market for high yield instruments may not be
as liquid as the secondary market for more highly rated instruments, a factor that
may have an adverse effect on the Fund's ability to dispose of a particular security.
There are fewer dealers in the market for high yield instruments than for investment
grade obligations. The prices quoted by different dealers may vary significantly,
and the
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spread between the bid and asked price is generally much larger for high yield
instruments than for higher quality instruments. Under continuing adverse market
or economic conditions, the secondary market for high yield instruments could
contract further, independent of any specific adverse changes in the condition of a
particular issuer, and these instruments may become illiquid. In addition, adverse
publicity and investor perceptions, whether or not based on fundamental analysis,
may also decrease the values and liquidity of below investment grade instruments,
especially in a market characterized by a low volume of trading.

Default, or the market's perception that an issuer is likely to default, could reduce
the value and liquidity of instruments held by the Fund, which could have a
material adverse impact on the Fund's business, financial condition and results of
operations. In addition, default may cause the Fund to incur expenses in seeking
recovery of principal and/or interest on its portfolio holdings. In any reorganization
or liquidation proceeding relating to a portfolio company, the Fund may lose its
entire investment or may be required to accept cash or securities or other
instruments with a value less than its original investment and/or may be subject to
restrictions on the sale of such securities or instruments. Among the risks inherent
in investments in a troubled entity is the fact that it frequently may be difficult to
obtain information as to the true financial condition of such issuer. The Subadviser's
judgment about the credit quality of an issuer and the relative value of its
instruments may prove to be wrong. Investments in below investment grade
instruments may present special tax issues for the Fund to the extent that the issuers
of these instruments default on their obligations pertaining thereto, and the federal
income tax consequences to the Fund as a holder of such instruments may not be
clear.

Fixed Income Instruments Risk. In addition to the other risks described herein, fixed
income instruments, including high yield securities, are also subject to certain risks,
including:

* [ssuer Risk. The value of fixed income instruments may decline for a number of
reasons that directly relate to the issuer, such as management performance, financial
leverage and reduced demand for the issuer's goods and services.

* Interest Rate Risk. The market price of the Fund's investments will change in
response to changes in interest rates and other factors. During periods of declining
interest rates, the market price of fixed income instruments generally rises.
Conversely, during periods of rising interest rates, the market price of such
instruments generally declines. The magnitude of these fluctuations in the market
price of fixed income instruments is generally greater for instruments with longer
maturities. Fluctuations in the market price of the Fund's instruments will not affect
interest income derived from instruments already owned by the Fund, but will be
reflected in the Fund's NAV. The Fund may utilize certain strategies, including
investments in swaps, for the purpose of reducing the interest rate sensitivity of the
portfolio and decreasing the Fund's exposure to interest rate risk, although there is
no assurance that it will do so or that such strategies, if utilized, will be successful.
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* Prepayment Risk. During periods of declining interest rates, the issuer of an
instrument may exercise its option to prepay principal earlier than scheduled,
forcing the Fund to reinvest the proceeds from such prepayment in lower yielding
instruments, which may result in a decline in the Fund's income and distributions to
stockholders. This is known as prepayment or "call" risk. Fixed income instruments
frequently have call features that allow the issuer to redeem the instrument at dates
prior to its stated maturity at a specified price (typically greater than par) only if
certain prescribed conditions are met ("call protection"). An issuer may choose to
redeem a fixed income instrument if, for example, the issuer can refinance the
instrument at a lower cost due to declining interest rates or an improvement in the
credit standing of the issuer. For premium bonds (bonds acquired at prices that
exceed their par or principal value) purchased by the Fund, prepayment risk may be
enhanced.

* Reinvestment Risk. Reinvestment risk is the risk that income from the Fund's
portfolio will decline if and when the Fund invests the proceeds from matured,
traded or called fixed income instruments at market interest rates that are below the
portfolio's current earnings rate. A decline in income could affect the Fund's
Common Stock price or its overall return.

» Spread Risk. Wider credit spreads and decreasing market values typically
represent a deterioration of the fixed income instrument's credit soundness and a
perceived greater likelihood or risk of default by the issuer. Fixed income
instruments generally compensate for greater credit risk by paying interest at a
higher rate. The difference (or "spread") between the yield of a security and the
yield of a benchmark, such as a U.S. Treasury security with a comparable maturity,
measures the additional interest paid for credit risk. As the spread on a security
widens (or increases), the price (or value) of the security generally falls. Spread
widening may occur, among other reasons, as a result of market concerns over the
stability of the market, excess supply, general credit concerns in other markets,
security- or market-specific credit concerns or general reductions in risk tolerance.

Risk of NAV Erosion. Under current market conditions, the Fund expects that it will
buy fixed income securities at a premium to their face value. A security may trade
at a premium because its coupon (interest rate) is above the market rate for similar
securities. The Fund expects to pay out such a security's entire coupon in the Fund's
dividends, and over time the NAV of the Fund will decline because the premium
value of the security will decline as it approaches maturity (at maturity the market
price of a security equals its face value). Thus, the Fund will enjoy a higher payout
than with a market rate bond over the life of the security, but that higher payout will
be offset by a decline in NAV as the security approaches maturity. Similarly, the
Fund will be subject to such NAV declines if the Fund invests in a fixed income
security and the issuer redeems the security before maturity ("call") at a price below
its current market price. This call risk is especially prevalent in low and declining
interest rate environments. Under current market conditions, the Fund expects
issuers to call securities, therefore
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leading to NAYV erosion. This NAV decline could reduce the total return to common
stockholders.

The Fund can make an election for U.S. federal income tax purposes to amortize the
premium over a security's remaining term, with the amortization amounts reducing
the amount of taxable interest income allocated to stockholders for U.S. federal
income tax purposes. However, the Fund generally does not intend to elect to
amortize premium on purchased securities, and in the absence of an election to
amortize premium on purchased securities, the security's entire coupon will be
taxable to the stockholders as interest income and will not be treated as a return of
capital.

Credit Risk. Credit risk is the risk that one or more fixed income instruments in the
Fund's portfolio will decline in price or fail to pay interest or principal when due
because the issuer, the guarantor or the insurer of the instrument or any applicable
counterparty may be unable or unwilling to make timely principal and interest
payments or to otherwise honor its obligations. Additionally, the instruments could
lose value due to a loss of confidence in the ability of the issuer, guarantor, insurer
or counterparty to pay back debt. High yield fixed income instruments are
predominantly speculative with respect to the issuer's capacity to pay interest and
repay principal when due and therefore involve a greater risk of default. See "Risk
Factors Credit Risk."

Refinancing Risk. This is the risk that one or more issuers of fixed income
instruments in the Fund's portfolio may not be able to pay off their debt upon
maturity. During times of extreme market stress, even creditworthy companies can
have temporary trouble accessing the markets to refinance their outstanding debt,
potentially leading to an inability to pay off existing bondholders, including the
Fund. This could negatively affect the Fund's NAV, Common Stock price or overall
return.

Leverage Risk. Although the Fund presently intends to utilize leverage, there can be
no assurance that the Fund will do so, or that, if utilized, it will be successful during
any period in which it is employed. Leverage is a speculative technique that
exposes the Fund to greater risk and higher costs than if it were not implemented.
The Fund may borrow money, issue notes or other debt securities or issue shares of
preferred stock, in each case for investment purposes and subject to the limits of the
1940 Act and any restrictions imposed by lenders or NRSROs issuing ratings for
the securities. The Fund currently intends to borrow money from banks and other
financial institutions in an initial amount up to approximately 20% (as determined
immediately after borrowing) of the value of its investable assets (including the
amount borrowed). The Fund may also gain leverage synthetically through swaps,
other types of derivatives and reverse repurchase agreements.

The Fund anticipates that any money borrowed from a bank or other financial
institution for investment purposes will accrue interest based on shorter-term
interest rates that would be periodically reset. So long as the Fund's portfolio
provides a higher rate of return, net of expenses, than the interest rate on borrowed
money, as reset periodically, the leverage may cause the Fund to receive a higher
current rate of return than if the Fund were not leveraged. If, however, long-term
and/or short-term rates rise, the interest rate on
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borrowed money could exceed the rate of return on instruments held by the Fund,
reducing returns to the Fund and the level of income available for dividends or
distributions made by the Fund. Developments in the credit markets may adversely
affect the ability of the Fund to borrow for investment purposes and may increase
the costs of such borrowings, which would also reduce returns to the Fund.

There is no assurance that a leveraging strategy will be successful. The use of
leverage to purchase additional investments creates an opportunity for increased
Common Stock dividends, but also creates special risks and considerations for the
holders of Common Stock, including:

* the likelihood of greater volatility of NAV and dividend rate of Common Stock
than a comparable portfolio without leverage;

* the risk that fluctuations in interest rates on borrowings and short-term debt or in
dividend payments on, principal proceeds distributed to, or redemption of any
preferred stock and/or notes or other debt securities that the Fund has issued will
reduce the return to the Fund;

* magnified interest rate risk, which is the risk that the prices of portfolio
investments will fall (or rise) if market interest rates for those types of investments
rise (or fall). As a result, leverage may cause greater changes in the Fund's NAV,
which could have a material adverse impact on the Fund's business, financial
condition and results of operations;

* the effect of leverage in a declining market, which is likely to cause a greater
decline in the NAV of the Common Stock than if the Fund were not leveraged,
which may result in a greater decline in the market price of the Common Stock;

» when the Fund uses financial leverage, the management fee and subadvisory fees
payable to PI and PIM, respectively, will be higher than if the Fund did not use
leverage because the fees paid will be calculated based on the Fund's investable
assets (which includes any assets attributable to money borrowed, including as a
result of any shares of preferred stock or notes or other debt securities that may be
issued by the Fund), and may provide a financial incentive to PI and/or PIM to
increase the Fund's use of leverage and create an inherent conflict of interest; and

* leverage may increase expenses (which will be borne entirely by the holders of
Common Stock), which may reduce the Fund's NAV and the total return to
common stockholders.

The Fund may issue preferred stock and/or notes or other debt securities as a form
of leverage. These means of obtaining leverage would be senior to the Fund's
Common Stock, such that holders of preferred stock and/or notes or other debt
securities would have priority over the holders of Common Stock in the distribution
of the Fund's assets, including dividends, distributions of principal and liquidating
distributions. In addition, if the Fund issues preferred stock and/or notes or other
debt securities, the Fund may be subject to certain restrictions on investments
imposed by the guidelines of one or more NRSROs, which may issue ratings for the
preferred stock and/or notes or other debt securities issued by the Fund, or may
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be subject to loan covenants or other restrictions imposed by its lenders. These
guidelines may impose asset coverage or portfolio composition requirements that
are more stringent than those imposed by the 1940 Act. Certain types of borrowings
by the Fund may result in the Fund being subject to covenants in credit agreements
relating to asset coverage and portfolio composition requirements. These covenants
and restrictions may negatively affect the Fund's ability to achieve its investment
objective. See "Risk Factors Leverage Risk."

Derivatives Risk. The Fund is permitted to invest up to 20% of its investable assets
in derivatives but expects to maintain derivatives exposure of below 20% under
normal market conditions. The Fund's investments in derivatives may be for
hedging, investment, leverage purposes, or to manage interest rates or the duration
of the Fund's portfolio. Derivative transactions may subject the Fund to increased
risk of principal loss due to imperfect correlation between the values of the
derivatives and the underlying securities or unexpected price or interest rate
movements. The use of derivatives may subject the Fund to risks, including, but not
limited to:

_Credit Risk the risk that the counterparty in a derivative transaction will be unable
to honor its financial obligation to the Fund, or the risk that the reference entity in a
credit default swap or similar derivative will not be able to honor its financial
obligations. Certain participants in the derivatives market, including larger financial
institutions, have recently experienced significant financial hardship and
deteriorating credit conditions.

If the Fund's counterparty to a derivative transaction experiences a loss of capital, or
is perceived to lack adequate capital or access to capital, it may experience margin
calls or other regulatory requirements to increase equity. Under such circumstances,
the risk that a counterparty will be unable to honor its financial obligations may be
substantially increased.

» _Currency Risk the risk that changes in the exchange rate between two currencies
will adversely affect the value (in U.S. dollar terms) of an investment.

»_Leverage Risk the risk associated with certain types of derivative strategies that
relatively small market movements may result in large changes in the value of an
investment. Certain investments or trading strategies that involve leverage can
result in losses that greatly exceed the amount originally invested.

» _llliquid Securities Risk the risk that certain securities may be difficult or
impossible to sell at the time that the seller would like or at the price that the seller
believes the security is currently worth. This risk is heightened to the extent the
Fund engages in over-the-counter derivative transactions.

»_Correlation Risk the risk that changes in the value of a derivative will not match
the changes in the value of the portfolio holdings that are being hedged or of the
particular market or security to which the Fund seeks exposure.

* _Index Risk if the derivative is linked to the performance of an index, it will be
subject to the risks associated with changes in that index. If the index changes, the
Fund could receive lower interest payments or experience a reduction in the value
of the
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derivative to below what the Fund paid. Certain indexed securities may create
leverage, to the extent that they increase or decrease in value at a rate that is a
multiple of the changes in the applicable index.

It is possible that government regulation of various types of derivative instruments,
including swaps, may limit or prevent the Fund from using such instruments as part
of its investment strategy, which could negatively affect the Fund's performance.
See "Risk Factors Derivatives Risk."

Foreign Instruments and Emerging Markets Risk. A fund that invests in foreign
(non-U.S.) instruments may experience more rapid and extreme changes in value
than a fund that invests exclusively in securities of U.S. companies. The securities
markets of many foreign countries are relatively small, with a limited number of
companies representing a small number of industries. Investments in foreign
instruments (including those denominated in U.S. dollars) are subject to economic
and political developments in the countries and regions where the issuers operate or
are domiciled, or where the securities are traded, such as changes in economic or
monetary policies. Values may also be affected by restrictions on receiving the
investment proceeds from a foreign country. Less information may be publicly
available about foreign companies than about U.S. companies. Foreign companies
are generally not subject to the same accounting, auditing and financial reporting
standards as are U.S. companies. In addition, the Fund's investments in foreign
instruments may be subject to the risk of nationalization or expropriation of assets,
imposition of currency exchange controls or restrictions on the repatriation of
foreign currency, confiscatory taxation, political or financial instability and adverse
diplomatic developments. In addition, there may be difficulty in obtaining or
enforcing a court judgment abroad. Dividends or interest on, or proceeds from the
sale of, foreign instruments may be subject to non-U.S. withholding taxes, and
special U.S. tax considerations may apply.

The risks of foreign investment are greater for investments in emerging markets.
Emerging market countries typically have economic and political systems that are
less fully developed, and that can be expected to be less stable, than those of more
advanced countries. Low trading volumes may result in a lack of liquidity and in
price volatility. Emerging market countries may have policies that restrict
investment by foreigners, that require governmental approval prior to investments
by foreign persons, or that prevent foreign investors from withdrawing their money
at will. An investment in emerging market instruments should be considered
speculative.

Lower Rated High Yield Instruments Risk. Lower rated high yield instruments
generally present the same type of risks as investments in higher rated high yield
instruments but entail a higher risk of default. However, in most cases, these risks
are of a greater magnitude because of the uncertainties of investing in an issuer
undergoing financial distress. Such instruments present substantial credit risk and
default is a real possibility. Such instruments may be illiquid and the prices at
which such instruments may be sold may represent a substantial discount to what
the Subadviser believes to be the ultimate value of such instruments.
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Loan Participations and Assignments Risk. The Fund may invest in fixed, variable
and floating rate loans arranged through private negotiations between an issuer and
one or more financial institutions. In connection with purchasing loan
participations, the Fund generally will have no right to enforce compliance by the
borrower with the terms of the loan agreement relating to the loan, nor any rights of
set-off against the borrower, and the Fund may not directly benefit from any
collateral supporting the loan in which it has purchased the loan participation. As a
result, the Fund may be subject to the credit risk of both the borrower and the lender
that is selling the participation. In the event of the insolvency of the lender selling a
participation, the Fund may be treated as a general creditor of the lender and may
not benefit from any set-off between the lender and the borrower.

The Fund may have difficulty disposing of loans and loan participations because to
do so it will have to assign such instruments to a third party. Because such
instruments sometimes may not have a liquid market, from time to time such
instruments may only be sold to a limited number of institutional investors. A lack
of a liquid secondary market may have an adverse effect on the value of such
instruments and the Fund's ability to dispose of particular loans and loan
participations when necessary to meet the Fund's liquidity needs or in response to a
specific economic event such as a deterioration in the creditworthiness of the
borrower. A lack of a liquid secondary market for loans and loan participations also
may make it more difficult for the Fund to assign a value to these instruments for
purposes of valuing the Fund's portfolio and calculating its NAV. See "Risk
Factors Loan Participations and Assignments Risk."

Smaller Capitalization Company Risk. Investing in debt issued by medium and
small capitalization companies may involve special risks because those companies
may have narrower product lines, more limited financial resources, fewer
experienced managers, dependence on a few key employees, and a more limited
trading market for their securities, as compared with larger companies. In addition,
securities of these companies are subject to the risk that, during certain periods, the
liquidity of particular issuers or industries will shrink or disappear with little
forewarning as a result of adverse economic or market conditions, or adverse
investor perceptions, whether or not accurate. Securities of medium and smaller
capitalization issuers therefore may be subject to greater price volatility and may
decline more significantly in market downturns than securities of larger companies.
Smaller and medium capitalization issuers also may require substantial additional
capital to support their operations, to finance expansion or to maintain their
competitive position, and they may have substantial borrowings or may otherwise
have a weak financial condition, making them more susceptible to bankruptcy.
Transaction costs for these investments are often higher than those of larger
capitalization companies. There is typically less publicly available information
about medium and small capitalization companies, which may make valuing the
securities of such issuers more difficult than the securities issued by larger
capitalization companies.

Income Risk. The income the holders of Common Stock receive from the Fund is
based primarily on the dividends and interest the Fund earns from its investments,
which can vary widely over the
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short and long term. If prevailing market interest rates drop, distribution rates of the
Fund's holdings could drop as well. The Fund's income also would likely be
affected adversely when prevailing short-term interest rates increase. This will be
magnified when the Fund is utilizing leverage.

llliquid Securities Risk. The Fund may invest without limit in illiquid securities,
although the Fund does not expect to invest significantly in illiquid securities. The
Fund generally considers "illiquid securities" to be securities that cannot be sold
within seven days in the ordinary course of business at approximately the value
used by the Fund in determining its NAV. The Fund may not be able to readily
dispose of such securities at prices that approximate those at which the Fund could
sell the securities if they were more widely traded and, as a result of that illiquidity,
the Fund may have to sell such securities at a loss or sell other investments or
engage in borrowing transactions if necessary to raise cash to meet its obligations.
Limited liquidity can also affect the market price of securities, thereby adversely
affecting the Fund's NAV and ability to make dividend distributions.

Risks Associated with Fund Distribution Policy. The Fund intends to make a level
dividend distribution each month to the holders of Common Stock. Currently, in
order to maintain a relatively stable level of distributions, the Fund may pay out less
than all of its net investment income, pay out undistributed income from prior
months, return capital in addition to current period net investment income or
borrow money to fund distributions. The distributions for any full or partial
calendar year might not be made in equal amounts, and one distribution may be
larger than others. The Fund will make a distribution only if authorized by the
Fund's Board of Directors and declared by the Fund out of assets legally available
for these distributions. This distribution policy may, under certain circumstances,
have certain adverse consequences to the Fund and its stockholders because it may
result in a return of capital, which would reduce the Fund's NAV and, over time,
potentially increase the Fund's expense ratio. If the Fund distributes a return of
capital, it means that the Fund is returning to stockholders a portion of their
investment rather than making a distribution that is funded from the Fund's earned
income or other profits. The Fund's distribution policy may be changed at any time
without stockholder approval by the Board of Directors.

If the Fund elects to issue preferred stock and/or notes or other debt securities, its
ability to make distributions to its holders of Common Stock may be limited by the
asset coverage requirements and other limitations imposed by the 1940 Act, the
Fund's lenders and NRSROs.

Inadequate Return. No assurance can be given that the returns on the Fund's
investments will be commensurate with the risk of investment in the Fund nor can
the Fund assure you that PIM will be able to find enough appropriate investments
that meet the Fund's investment criteria. Fund investments may be highly
speculative and, therefore, an investment in the Fund's Common Stock may not be
suitable for someone with a low risk tolerance. Investors should not invest in shares
of Common Stock unless they have the resources to sustain the loss of their entire
investment in the Fund.
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Conflict of Interest Risk. Like other investment advisers, PI and PIM are subject to
various conflicts of interest in the ordinary course of their business. PIM's
side-by-side management of multiple accounts can create conflicts of interest, as
PIM and its investment professionals may have an incentive to favor one account
over another. For example, PIM could be considered to have an incentive to favor
accounts for which it receives performance fees, accounts of affiliates, large
accounts which typically generate more revenue over smaller accounts and accounts
with higher fees.

PIM may buy or sell for one client account securities of the same kind or class that
are purchased or sold for another at prices that may be different and may also, at
any time, execute trades of securities of the same kind or class in one direction for
an account and in the opposite direction for another account due to differences in
investment strategy or client direction. PIM manages certain commingled vehicles
that are options under the 401(k) and deferred compensation plans offered by
Prudential. As a result, investment professionals may have direct or indirect
interests in these vehicles. PIM provides non-discretionary investment advice and
non-discretionary model portfolios to some clients and manages others on a
discretionary basis. Trades in non-discretionary accounts could occur before, in
concert with, or after similar trades in discretionary accounts. The non-discretionary
clients may be disadvantaged if PIM delivers the model investment portfolio or
investment advice to them after it initiates trading for the discretionary clients, or
vice versa.

PI and PIM are affiliated with many types of U.S. and non-U.S. financial service
providers, including insurance companies, broker-dealers and other investment
advisers. Some of their employees are officers of some of these affiliates. PIM may
be restricted by law, regulation or contract as to how much, if any, of a particular
security it may purchase or sell on behalf of a client, and as to the timing of such
purchase or sale, even when such purchase or sale might otherwise be beneficial to
the client.

Because of the substantial size of the general account of The Prudential Insurance
Company of America (PICA), trading by PICA's general account, including PIM's
trades on behalf of the account, may affect market prices. Although Prudential
Fixed Income doesn't expect that PICA's general account will execute transactions
that will move a market frequently, and generally only in response to unusual
market or issuer events, the execution of these transactions could have an adverse
effect on transactions for or positions held by other clients, including the Fund.
Prudential, PICA's general account, Prudential Fixed Income's proprietary accounts
and accounts of other affiliates of it (collectively, "affiliated accounts") hold public
and private debt and equity securities of a large number of issuers and may invest in
some of the same companies as other client accounts but at different levels in the
capital structure. These investments can result in conflicts between the interests of
the affiliated accounts and the interests of the Fund. PI, PIM and their affiliates may
also have financial interests or relationships with issuers whose securities they
invest in for client accounts. These interests can include debt or equity financing,
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strategic corporate relationships or investments, and the offering of investment
advice in various forms.

For a more detailed discussion of these and other potential conflicts of interest,
please see "Management and Advisory Arrangements Portfolio Managers" below.

Anti-Takeover Provisions. The Fund's charter and Bylaws contain provisions that
may delay, defer or prevent a transaction or a change in control that might

otherwise be in the best interests of the stockholders. Such provisions may
discourage outside parties from seeking control of the Fund or seeking to change

the composition of its Board of Directors, which could result in stockholders not
having the opportunity to realize a price greater than the current market price for
their shares at some time in the future. See "Risk Factors Anti-Takeover Provisions.'

Market Disruption and Geopolitical Risk. The aftermath of the war in Iraq,
instability in Afghanistan, Pakistan and the Middle East and terrorist attacks in the
United States and around the world may result in market volatility, may have
long-term effects on the U.S. and worldwide financial markets and may cause
further economic uncertainties in the United States and worldwide. The Fund does
not know how long the securities markets may be affected by these events and
cannot predict the effects of these events or similar events in the future on the U.S.
economy and securities markets.

High yield securities tend to be more volatile than higher rated securities so that
these events and any actions resulting from them may have a greater impact on the
prices and volatility of high yield securities than other higher rated securities. See
"Risk Factors Market Disruption and Geopolitical Risk."

Portfolio Turnover Risk. The techniques and strategies contemplated by the Fund
might result in a high degree of portfolio turnover. Higher portfolio turnover rates
result in corresponding increases in trading costs and generate short-term capital
gains taxable as ordinary income.

The Fund intends to make a level dividend distribution each month to the holders of
Common Stock. The level dividend rate may be modified by the Board from time to
time, and will be based upon the past and projected performance and expenses of
the Fund. The Fund intends to also make a distribution during or with respect to
each calendar year (which may be combined with a regular monthly distribution),
which will generally include any net investment income and net realized capital
gain for the year not otherwise distributed.

If the total distributions made in any calendar year exceed the sum of: (i)
investment company taxable income and net tax-exempt income determined in each
case without regard to the deduction for dividends paid, and (ii) net capital gain
(defined as net long-term capital gains in excess of net short-term capital losses,
including in the form of loss carryforwards), also determined without regard to any
deduction for capital gain dividends paid, such excess distributed amount may be a
tax-free return of capital to the extent of a stockholder's adjusted tax basis in the
Common Stock. After such adjusted tax basis is reduced to zero, the distribution
would be taxable as capital gain (assuming the shares are held as capital
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assets). In general terms, a return of capital would involve a situation in which a
Fund distribution (or a portion thereof) represents a return of a portion of a
stockholder's investment, rather than making a distribution that is funded from the
Fund's earned income or other profits. Although return of capital distributions may
not be taxable, such distributions would reduce the basis of a stockholder's
Common Stock and therefore may increase a stockholder's tax liability for capital
gains upon a sale of Common Stock. See "Tax Matters." The Fund's distribution
policy may, under certain circumstances, have certain adverse consequences to the
Fund and its stockholders because it may result in a return of capital resulting in
less of a stockholder's assets being invested in the Fund and, over time, increase the
Fund's expense ratio. The distribution policy also may cause the Fund to sell a
security at a time it would not otherwise do so in order to manage the distribution of
income and gain. The Fund's initial distribution is expected to be declared
approximately 30 to 45 days after the completion of this offering and paid
approximately 60 days after the completion of the offering, in each case depending
on market conditions. See "Distributions." The initial distributions may consist
primarily of a return of capital if the Fund is delayed in investing the proceeds of
this offering.

The Fund and PI have filed an application for an order granting an exemption from
Section 19(b) of the 1940 Act and Rule 19b-1 thereunder to permit the Fund and
certain closed-end funds managed by PI to include realized long-term capital gains
as a part of their respective regular distributions to the holders of Common Stock
more frequently than would otherwise be permitted by the 1940 Act (generally once
per taxable year). There is no assurance that the SEC will grant the Fund's and PI's
request for such exemptive order. If the Fund fails to receive the requested relief
and the Fund is unable to include realized capital gains in regular distributions more
frequently than would otherwise be permitted by the 1940 Act, it is possible that the
Fund's distribution policy, as set forth above, will be adversely affected.

The level dividend distribution described above is intended to result in the payment
of approximately the same amount or percentage to the holders of Common Stock
each month. Section 19(a) of the 1940 Act and Rule 19a-1 thereunder require the
Fund to provide a written statement accompanying any such payment that
adequately discloses its source or sources. Thus, if the source of the dividend or
other distribution were the original capital contribution of the common stockholder,
and the payment amounted to a return of capital, the Fund would be required to
provide written disclosure to that effect. Nevertheless, persons who periodically
receive the payment of a dividend or other distribution may be under the impression
that they are receiving net profits when they are not. The holders of Common Stock
should read any written disclosure provided pursuant to Section 19(a) and Rule
19a-1 carefully, and should not assume that the source of any distribution from the
Fund is net income or net profit. In addition, in cases in which the Fund would
return capital to the holders of Common Stock, such distribution may bear on the
Fund's ability to maintain its asset coverage requirements and to pay the dividends
on any preferred stock that the Fund may issue. See "Distributions."
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Dividend Reinvestment Plan

Custodian, Dividend Paying
Agent, Transfer Agent and
Registrar

Independent Registered
Public Accounting Firm

Tax Considerations

Unless a common stockholder elects otherwise, the common stockholder's
distributions will be reinvested in additional Common Stock under the Fund's
dividend reinvestment plan. The holders of Common Stock who elect not to
participate in the Fund's dividend reinvestment plan will receive all distributions in
cash paid by check mailed directly to the stockholder of record (or, if the Common
Stock is held in street or other nominee name, then to such nominee). See
"Dividend Reinvestment Plan."

The Bank of New York Mellon ("BNY Mellon") serves as custodian of the Fund's
assets. Computershare Trust Company, N.A. serves as the Fund's transfer agent and
registrar. Computershare Inc. serves as the Fund's dividend paying agent. See
"Custodian, Dividend Paying Agent, Transfer Agent and Registrar."

The Fund has selected KPMG LLP as its independent registered public accounting
firm.

The Fund intends to qualify to elect and maintain its election to be treated as a
regulated investment company for U.S. federal income tax purposes. To satisfy the
distribution requirements applicable to regulated investment companies, the Fund
intends to distribute annually all or substantially all of its tax basis net investment
income and net realized gains both as calculated for U.S. federal income tax
purposes, if any, to its stockholders. Distributions of tax basis net investment
income and net short-term capital gains generally will be taxable to the stockholders
as ordinary income. The Fund's distributions of its net capital gains generally will
be taxable to stockholders as long-term capital gains. A portion of the Fund's
distributions may be nontaxable returns of capital, which would reduce a
stockholder's tax basis in his or her shares (and, to the extent in excess of such
basis, would generally be long-term or short-term capital gains to the stockholders,
depending on the stockholder's holding period for such shares). The Fund will
provide stockholders with a notice indicating the estimated character of the
distributions from the Fund. Please refer to the "Tax Matters" section of this
prospectus for additional information on the potential U.S. federal income tax
effects of an investment in the Fund, including the potential U.S. federal income tax
effects of any distributions by the Fund. Consult your own tax advisor on any
potential federal, state and local income tax effects of an investment in the Fund.
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SUMMARY OF FUND EXPENSES

The purpose of the following table and the example below is to help you understand all fees and expenses that you, as
a holder of Common Stock, would bear directly or indirectly. The expenses shown in the table under "Other
Expenses" and "Total Annual Expenses" and related footnotes are based on estimated amounts for the Fund's first full
year of operations and assume that the Fund issues 30,000,000 shares of Common Stock. If the Fund issues fewer
shares, all other things being equal, "Other Expenses" and "Total Annual Expenses" would be higher. The Fund's
actual expenses may vary from the estimated expenses shown in the table.

Common Stockholder Transaction Expenses

Sales Load (as a percentage of offering price) 4.50%
Offering Expenses Borne by the Fund (as a percentage of offering
price)(1) 0.20%
Dividend Reinvestment Plan Fees(2) None
Expenses Associated with the Arrangement of a Credit Facility
and/or Use of Leverage (as a percentage of offering price)(3) 0.02%
Percentage of
Net Assets
Attributable
to Common
Stock (Assumes
Leverage
Annual Expenses (borne by Common Stockholders) of 20%)
Management Fee(4)(5) 1.00%
+Interest Payments on Borrowed Funds(5) 0.31%
+Other Expenses(5) 0.12%
=Total Annual Expenses(5) 1.43%

(1) The Manager has agreed to pay (i) all of the Fund's organizational expenses, and (ii) the Fund's offering expenses
(other than sales load), to the extent that offering expenses are in excess of $0.04 per share of Common Stock.
Assuming an offering of 30,000,000 shares of Common Stock for $20.00 per share ($600,000,000), the total offering
expenses are estimated to be $1,650,000, $1,200,000 of which would be borne by the Fund and $450,000 of which
would be paid by the Manager. The offering costs to be paid by the Fund are not included in the annual expenses
shown in the table. Offering expenses borne by the Fund will result in a reduction of the NAV of the Fund.

(2) There will be no brokerage charges with respect to Common Stock issued directly by the Fund under its dividend
reinvestment plan. You will pay service charges and brokerage charges in connection with open market purchases or if
you direct the Plan Administrator (defined below) to sell your Common Stock held in a dividend reinvestment
account. See "Dividend Reinvestment Plan."

(3) Costs incurred to establish the Credit Facility will be borne by the Fund and result in a reduction of the NAV of
the Fund. Based on an offering of 30,000,000 shares of Common Stock, the total costs to establish the Credit Facility
are estimated to be $100,000 or $0.0033 per share (0.02% of the Common Stock offering price).

(4) The Manager will receive an annual fee, payable monthly, in an amount equal to 0.80% of the average daily value
of the Fund's investable assets. "Investable assets" means the total assets of the Fund (including any assets attributable

to money borrowed, including as a result of any shares of preferred stock or notes or other debt securities that may be
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issued by the Fund) minus the sum of (i) accrued liabilities of the Fund (other than liabilities for money borrowed,
including the liquidation preference of any outstanding preferred stock, and principal on notes and other debt
securities issued by the Fund), (ii) any accrued and unpaid interest on money borrowed and (iii) accumulated
dividends on any outstanding shares of Common Stock and preferred stock issued by the Fund. The Fund currently
intends to borrow in an initial amount equal to approximately 20% of the value of its investable assets (including the
amount borrowed). The Manager will receive a fee in an amount equal to 0.80% of the Fund's investable assets. As a
result, if the Fund has net assets of $600 million, for example, and borrows $150 million, the investment manager will
receive a fee of $6.0 million (i.e., 0.80% * $750 million = $6.0 million). Using the present example, the $6.0 million
fee would equate to an effective management fee rate of 1.00% on the Fund's net assets (that is, assets less
borrowings) of $600 million. The Subadviser will receive an annual subadvisory fee, payable monthly, from the
Manager in an amount equal to 0.40% of the average daily value of the portion of the Fund's investable assets
managed by the Subadviser up to $300 million and 0.35% of the average daily value of the portion of the Fund's
investable assets managed by the Subadviser over $300 million. These subadvisory fees are not directly paid to the
Subadviser by the Fund. The subadvisory fees are paid by the Manager to the Subadviser out of the investment
management fees received by the Manager from the Fund. See "Management and Advisory Arrangements."

(continued on the following page)
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(notes from previous page)

(5) Assumes leverage by borrowing in an initial amount equal to approximately 20% of the Fund's investable assets at
an annual interest rate of 1.25%. The Fund may choose to use more or less leverage than approximately 20%. To the
extent the Fund uses additional leverage, the Fund's total annual expenses will increase. See "Risk Factors Leverage

Risk" and "Leverage."
Example

The following example illustrates the hypothetical expenses (including (i) the sales load of $45 and (ii) estimated

expense of this offering of $2) that you would pay on a $1,000 investment in Common Stock, assuming (i) "Total
Annual Expenses" of 1.43% of net assets (assuming leverage of 20% of the Fund's investable assets) and (ii) a 5%
annual return:

1 Year 3 Years 5 Years 10 Years
$ 61 $ 90 $ 121 $ 210

The example above should not be considered a representation of future expenses or annual rate of return.
Actual expenses, leverage amount or annual rate of return may be higher or lower than those assumed for
purposes of the example. The example assumes that all dividends and distributions are reinvested at NAV and

utilizes a 5% annual rate of return as mandated by SEC regulations. Actual expenses may be greater or less than those

assumed.
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THE FUND

The Fund is a newly organized, diversified, closed-end management investment company registered under the 1940
Act. The Fund was incorporated as a Maryland corporation on November 14, 2011, pursuant to the Articles of
Incorporation. As a newly organized entity, the Fund has no operating history. The Fund's principal office is located at
Gateway Three, 100 Mulberry Street, Newark, New Jersey 07102 and its telephone number is 1-800-451-6788
(toll-free).

The Fund is organized as a closed-end investment company. Closed-end investment companies differ from open-end
investment companies (commonly referred to as mutual funds) in that closed-end investment companies generally list
their shares for trading on a stock exchange and do not redeem their securities at the option of the stockholder,
whereas open-end investment companies issue securities redeemable at NAV at any time at the option of the
stockholder and typically engage in a continuous offering of their shares. Accordingly, open-end investment
companies are subject to continuous asset in-flows and out-flows that can complicate portfolio management.
However, shares of closed-end investment companies frequently trade at a discount from NAV. This risk may be
greater for investors expecting to sell their shares in a relatively short period after completion of the Fund's initial
public offering.

The Board of Directors of the Fund may at any time consider a merger, consolidation or other form of reorganization
of the Fund with one or more other investment companies advised by PI or PIM with similar investment objectives
and policies as the Fund. Any such merger, consolidation or other form of reorganization would require the prior
approval of the Board of Directors and, to the extent required by applicable law, the stockholders of the Fund. See
"Description of Securities Certain Provisions of the Maryland General Corporation Law and the Fund's Charter and
Bylaws."

USE OF PROCEEDS

The net proceeds of this offering of Common Stock will be approximately $ ($ if the Underwriters exercise
the over-allotment option in full) after payment of the estimated offering expenses and deduction of the sales load.
The Fund will pay all of its offering expenses up to and including $0.04 per share of Common Stock outstanding, and
PI has agreed to pay (i) all of the Fund's organizational expenses, and (ii) the Fund's offering expenses (other than the
sales load), to the extent offering expenses are in excess of $0.04 per share.

The net proceeds of the offering will be invested in accordance with the Fund's investment objective and policies (as
stated below) as soon as practicable after completion of the offering. The Fund currently anticipates that it could take
up to three months to invest the net proceeds of the offering. Pending such investment, the Fund will invest all or a
portion of its assets in U.S. government securities, money market and short-term debt securities or money market
mutual funds. Investors should expect, therefore, that before the Fund has fully invested the proceeds of the offering in
accordance with its investment objective and policies, the Fund's NAV would be subject to less fluctuation than would
be the case at such time as the Fund is fully invested. A relatively long initial investment period may have a negative
impact on the Fund's performance and its return to stockholders.

WHO MAY WISH TO INVEST
The Fund may be an appropriate investment for:

* Long-term investors seeking a high level of current income.
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* Fixed income investors seeking the potential for additional diversification through investment in a short duration,
high yield fixed income portfolio.

* Investors seeking access to professional asset management by the Manager and Subadviser.

Investors should consider their financial situations and needs, other investments, investment goals, investment
experience, time horizons, liquidity needs, and risk tolerance before investing in the Fund. An investment in the Fund
is not appropriate for all investors, and the Fund is not intended to be a complete investment program. The Fund is
designed as a long-term investment and not as a trading vehicle. No assurance can be given that the returns on the
Fund's investments will be commensurate with the risk of investment in the Fund nor can the Fund provide any
assurances that enough appropriate investments that meet the Fund's investment criteria will be available. Fund
investments may be highly speculative; therefore, an investment in Common Stock may not be suitable for someone
with a low risk tolerance. Investors should not commit money to the Fund unless they have the resources to sustain the
loss of their entire investment in the Fund.
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INVESTMENT OBJECTIVE AND POLICIES
Investment Objective

The Fund's investment objective is to provide a high level of current income. The Fund's investment objective is
non-fundamental and may be changed without stockholder approval. There can be no guarantee that the Fund will
achieve its investment objective or be able to structure its investment portfolio as anticipated.

Investment Policies

The Fund seeks to achieve its objective by investing primarily in a diversified portfolio of high yield fixed income
instruments that are rated below investment grade (Bal or lower by Moody's, BB+ or lower by S&P or Fitch, or
comparably rated by another NRSRO) or, if unrated, are considered by the Subadviser to be of comparable quality.
Such investments generally involve greater volatility of price and risks to principal and income than securities in the
higher rating categories. Under normal market conditions and after the initial investment period following this
offering, the Fund will invest at least 80% of its investable assets in a diversified portfolio of high yield fixed income
instruments that are rated below investment grade with varying maturities and other investments (including
derivatives) with similar economic characteristics. This 80% policy is a non-fundamental policy and may be changed
by the Board of Directors of the Fund without stockholder approval and after providing holders of Common Stock
with at least 60 days' prior written notice of any change as required by the rules under the 1940 Act. The term
"investable assets" in this prospectus refers to the total assets of the Fund (including any assets attributable to money
borrowed, including as a result of any shares of preferred stock or notes or other debt securities that may be issued by
the Fund) minus the sum of (i) accrued liabilities of the Fund (other than liabilities for money borrowed, including the
liquidation preference of any outstanding preferred stock, and principal on notes and other debt securities issued by
the Fund), (ii) any accrued and unpaid interest on money borrowed and (iii) accumulated dividends on any
outstanding shares of Common Stock and preferred stock issued by the Fund. Although the Fund may invest in
instruments of any duration or maturity, under normal market conditions and after the initial investment period, the
Fund will seek to maintain a weighted average portfolio duration of three years or less and a weighted average
maturity of five years or less.

The Fund may not invest in municipal debt obligations (except during the initial investment period or for temporary
defensive measures), asset-backed securities (including collateralized debt obligations and collateralized loan
obligations), and mortgage-backed securities (including securities issued by the U.S. government and agencies as well
as privately). The Fund defines the term "asset-backed security" as a type of pass through instrument that pays interest
based upon the cash flow of an underlying pool of assets, such as automobile loans or credit card receivables.

High yield fixed income instruments that are rated below investment grade (commonly referred to as "junk bonds")
are securities rated Bal or lower by Moody's, BB+ or lower by S&P or Fitch, or comparably rated by another
NRSRO, are regarded as having predominantly speculative characteristics with respect to the issuer's capacity to pay
interest and repay principal and are considered to have a greater vulnerability to default than higher rated securities. In
the event that a security receives different ratings from different NRSROs, the Fund will treat the security as being
rated in the highest rating category received from an NRSRO. Below investment grade securities and comparable
unrated securities involve substantial risk of loss and are susceptible to default or decline in market value due to
adverse economic and business developments. Securities rated in the lower rating categories (Caal or lower by
Moody's, CCC+ or lower by S&P or Fitch, or comparably rated by another NRSRO) are subject to high credit risk.
The descriptions of the investment rating categories by Moody's, S&P and Fitch, including a description of their
speculative characteristics, are set forth in Appendix A. All references to securities ratings by Moody's, S&P and Fitch
in this prospectus shall, unless otherwise indicated, include all securities within each such rating category (i.e., Bal,
Ba2 and Ba3 in the case of Moody's, BB+, BB and BB- in the case of S&P and Fitch). All percentage and ratings
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limitations on securities in which the Fund may invest apply at the time of making an investment and shall not be
considered violated if an investment rating is subsequently changed to a rating that would have precluded the Fund's
initial investment in such security. In the event that the Fund disposes of a portfolio security subsequent to its being
downgraded, the Fund may experience a greater loss than if such security had been sold prior to such downgrade.

The Fund's investments in fixed income instruments may include bonds, debentures, notes, commercial paper and
other similar types of debt instruments, as well as preferred stock, loan assignments and participations, money market
instruments, and derivatives related to or referencing these types of securities and instruments. The Fund may invest in
fixed income instruments of companies or governments.
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Duration is a measure of the sensitivity of the price of a security to changes in interest rates. While there is no limit on
the remaining maturity or duration of any individual security in which the Fund may invest, the Fund normally will
seek to maintain a weighted average portfolio duration, including the effects of leverage ("weighted average portfolio
duration"), of three years or less and a weighted average maturity of five years or less. The Fund's weighted average
portfolio duration, however, may be longer at any time or from time to time depending on market conditions. The
Fund may use derivatives as part of its duration management strategies.

Duration is a mathematical calculation of the average life of a debt security (or portfolio of debt securities) that serves
as a measure of its price risk. In general, each year of duration represents an expected 1% change in the value for
every 1% immediate change in interest rates. For example, if a portfolio of fixed income securities has an average
duration of four years, its value can be expected to fall about 4% if interest rates rise by 1%. Conversely, the
portfolio's value can be expected to rise about 4% if interest rates fall by 1%. As a result, prices of securities with
longer durations tend to be more sensitive to interest rate changes than securities with shorter durations. By
comparison, a debt security's "maturity"” is the date on which the security matures and the issuer is obligated to repay
principal. Duration is not necessarily equal to average maturity. Duration differs from maturity in that it considers a
security's yield, coupon payments, principal payments and call features in addition to the amount of time until the
security finally matures. As the value of a security changes over time, so will its duration.

The Fund's investments in derivatives will be included under the 80% asset policy noted above so long as the
underlying assets of such derivatives are based on one or more high yield fixed income instruments that are rated
below investment grade. Such derivative investments are subject to the Fund's limit of investing up to 20% of its
investable assets in derivatives.

Under normal market conditions and after the initial investment period following this offering, the Fund may invest up
to 20% of its investable assets in U.S. currency denominated and/or foreign currency denominated fixed income
instruments issued by foreign issuers.

Under normal market conditions and after the initial investment period following this offering, the Fund may invest up
to 20% of its investable assets in fixed income instruments that are rated investment grade (Baa3 or higher by
Moody's, BBB- or higher by S&P or Fitch, or comparably rated by another NRSRO) or, if unrated, are considered by
the Subadviser to be of comparable quality.

Under normal market conditions and after the initial investment period following this offering, the Fund may invest up
to 20% of its investable assets in loan participations and assignments.

Although the Fund will invest primarily in below investment grade instruments, the Fund may not invest in issuers
who are in default at the time of purchase. Additionally, the Fund may only invest up to 10% of its investable assets in
high yield instruments rated in the lower rating categories (Caal or lower by Moody's, CCC+ or lower by S&P or
Fitch, or comparably rated by another NRSRO) or, if unrated, are considered by the Subadviser to be of comparable
quality, unless the Subadviser believes that the financial condition of the issuer or the protection afforded to the
particular instruments is stronger than would otherwise be indicated by such low ratings. Such instruments are subject
to very high credit risk.

The Fund is permitted to invest up to 20% of its investable assets in derivatives but expects to maintain derivatives
exposure of below 20% under normal market conditions. The Fund's investments in derivatives may be for hedging,
investment or leverage purposes, or to manage interest rates or the duration of the Fund's portfolio. Although the Fund
is not limited in the types of derivatives it can use, the Fund currently expects that its derivatives use will consist
primarily of the following instruments and transactions: futures contracts, foreign currency forward contracts, U.S.
Treasury swaps, interest rate swaps, credit default swaps on individual securities or groups or indices of securities
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(including high yield fixed income instruments) and credit-linked notes.

Certain portfolio management techniques, such as writing credit default swaps or selling futures contracts, or writing
options on portfolio securities, may be considered senior securities under the 1940 Act unless the Fund enters into
certain offsetting transactions, owns positions covering its obligations or designates on its books and records a
sufficient amount of assets. If the Fund utilizes these portfolio management techniques, it intends to segregate liquid
assets, enter into offsetting transactions or own positions covering its obligations. Although under no obligation to do
so, the Subadviser intends to cover the Fund's commitments with respect to such a technique should the Fund enter
into or engage in one or more of such management techniques. To the extent the Fund covers its commitments under
such portfolio management techniques, such instruments will not be considered senior securities for the purposes of
the 1940 Act. The Fund may cover such transactions using other

25

58



Edgar Filing: Prudential Short Duration High Yield Fund, Inc. - Form N-2/A

methods currently or in the future permitted under the 1940 Act, the rules and regulations thereunder, or orders issued
by the SEC thereunder. For these purposes, interpretations and guidance provided by the SEC staff may be taken into
account when deemed appropriate by the Fund. These segregation and coverage requirements could result in the Fund
maintaining securities positions that it would otherwise liquidate, segregating assets at a time when it might be
disadvantageous to do so or otherwise restricting portfolio management. Such segregation and cover requirements will
not limit or offset losses on related positions.

Investment in the Common Stock of the Fund offers the individual investor several potential benefits. The Fund offers
investors the opportunity to receive a high level of current income by investing in a professionally managed portfolio
comprised primarily of high yield fixed income instruments, some of which are a type of investment typically not
offered to individual investors. The Subadviser provides professional management, which includes the extensive
credit analysis needed to invest in high yield fixed income instruments. In addition to using the credit rating provided
by the NRSROs, the Subadviser independently evaluates the creditworthiness of the portfolio securities held by the
Fund. The Fund also relieves the investor of the burdensome administrative details involved in managing a portfolio
of such investments. These benefits are at least partially offset by the expenses involved in running an investment
company. Such expenses primarily consist of advisory fees and operational costs. Additionally, the Subadviser may
seek to enhance the yield of the Fund's Common Stock by leveraging the Fund's capital structure through the
borrowing of money from banks and other financial institutions. The use of leverage also involves certain expenses
and risk considerations. See "Risk Factors Leverage Risk" and "Leverage."

The Fund may invest without limit in illiquid securities, although it does not expect to invest significantly in illiquid
securities.

Investment Process

In determining which securities to buy and sell, the Subadviser will consider, among other things, the financial history
and condition, earnings trends, analysts' recommendations, and the prospects and the management of an issuer. The
Subadviser generally will employ fundamental analysis in making such determinations. Fundamental analysis
involves review of financial statements and other data to assess an issuer's prospects and to determine whether its
securities are undervalued or overvalued.

The Fund may depart from its principal investment strategy in response to adverse economic, market or political
conditions. The Fund may take a temporary defensive position and invest all or a portion of its assets in money market
instruments, including short-term obligations of, or securities guaranteed by, the U.S. Government, its agencies or
instrumentalities, high-quality obligations of domestic or foreign banks and corporations, highly rated short-term
securities, cash or cash equivalents, and repurchase agreements with respect to any of the foregoing investments or
any other fixed income securities deemed by the Subadviser to be consistent with a defensive posture. The yield on
such investments may be lower than the yield on lower rated fixed income securities. In addition the Fund, as a
defensive measure, also may depart from its principal investment strategy in response to unusual market or other
conditions. It is impossible to predict when, or for how long, the Fund will use these alternative strategies. There can
be no assurance that such strategies will be successful and during their use the Fund may not be able to achieve its
investment objective. See "Risk Factors Temporary Defensive Strategies Risk."

Portfolio Composition

Under normal circumstances, the Fund's portfolio is expected to be composed principally of the following
investments.
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High Yield Instruments or "Junk" Bonds. Under normal market conditions and after the initial investment period
following this offering, the Fund will invest at least 80% of its investable assets in a diversified portfolio of high yield
fixed income instruments that are rated below investment grade. High yield fixed income instruments that are rated
below investment grade involve a greater degree of risk (in particular, a greater risk of default) than, and special risks
in addition to the risks associated with, investment grade debt obligations. While offering a greater potential
opportunity for capital appreciation and higher yields, high yield instruments typically entail greater potential price
volatility and may be less liquid than higher-rated instruments. High yield instruments may be regarded as
predominantly speculative with respect to the issuer's continuing ability to make timely principal and interest
payments. They also may be more susceptible to real or perceived adverse economic and competitive industry
conditions than higher-rated instruments. Fixed income instruments in the lowest investment grade category also may
be considered to possess some speculative characteristics by one or more NRSROs.
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The market values of high yield instruments tend to reflect individual developments of the issuer to a greater extent
than do higher quality securities, which tend to react mainly to fluctuations in the general level of interest rates. In
addition, lower quality fixed income instruments tend to be more sensitive to general economic conditions.

Lower Rated High Yield Instruments. Although the Fund will invest primarily in below investment grade instruments,
it may not invest in issuers who are in default at the time of purchase. Additionally, the Fund may only invest up to
10% of its investable assets in high yield instruments rated in the lower rating categories (Caal or lower by Moody's,
CCC+ or lower by S&P or Fitch, or comparably rated by another NRSRO) or, if unrated, are considered by the
Subadviser to be of comparable quality, unless the Subadviser believes that the financial condition of the issuer or the
protection afforded to the particular securities is stronger than would otherwise be indicated by such low ratings. Such
securities are subject to very high credit risk.

Bonds. The Fund may invest in a wide variety of bonds of varying maturities issued by U.S. and foreign corporations
and other business entities, governments and municipalities (during the initial investment period or for temporary
defensive measures) and other issuers. Bonds are fixed or variable/floating-rate debt obligations, including bills, notes,
debentures, money market instruments and similar instruments and securities. Bonds generally are used by
corporations as well as governments and other issuers to borrow money from investors. The issuer pays the investor a
fixed or variable rate of interest and normally must repay the amount borrowed on or before maturity.

Corporate bonds come in many varieties and may differ in the way that interest is calculated, the amount and
frequency of payments, the type of collateral, if any, and the presence of special features (e.g., conversion rights). The
Fund's investments in corporate debt securities may include, but are not limited to, senior, junior, secured and
unsecured bonds, notes and other debt securities, and may be fixed rate, variable rate or floating rate, among other
things.

Non-U.S. Instruments. The Fund may invest in non-U.S. instruments. Some non-U.S. instruments may be less liquid
and more volatile than instruments of comparable U.S. issuers. Similarly, there is less volume and liquidity in most
foreign instruments markets than in the United States and, at times, greater price volatility than in the United States.

Because evidences of ownership of such securities usually are held outside the United States, the Fund will be subject
to additional risks if it invests in non-U.S. securities, which include possible adverse political and economic
developments, seizure or nationalization of foreign deposits and adoption of governmental restrictions that might
adversely affect or restrict the payment of principal and interest on the foreign instruments to investors located outside
the country of the issuer, whether from currency blockage or otherwise.

Derivatives. The Fund intends to use instruments referred to as derivative securities. Derivatives are financial
instruments the value of which is derived from another security, a commodity (such as gold or oil), a currency or an
index (a measure of value or rates, such as the S&P 500 Index or the prime lending rate). Derivatives may allow the
Fund to increase or decrease the level of risk to which the Fund is exposed more quickly and efficiently than
transactions in other types of instruments. The Fund is permitted to invest up to 20% of its investable assets in
derivatives but expects to maintain derivatives exposure of below 20% under normal market conditions. The Fund's
investments in derivatives may be for hedging, investment or leverage purposes, or to manage interest rates or the
duration of the Fund's portfolio. If the Fund invests in a derivative for speculative purposes, the Fund will be fully
exposed to the risks of loss of that derivative, which could sometimes be greater than the derivative's cost. The use of
certain derivatives involves substantial economic leverage.

Swap Agreements. Based on market conditions, the Fund expects to enter into swap agreements, including interest rate

and index swap agreements, for hedging purposes, as a form of leverage or to seek to obtain a particular desired return
at a lower cost to the Fund than if the Fund had invested directly in an instrument that yielded the desired return. Swap
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agreements are two party contracts entered into primarily by institutional investors for periods ranging from a few
weeks to more than one year. In a standard "swap" transaction, two parties agree to exchange the returns (or
differentials in rates of return) earned or realized on particular predetermined investments or instruments. The gross
returns to be exchanged or "swapped" between the parties are calculated with respect to a "notional amount" (i.e., the
dollar amount invested at a particular interest rate, in a particular foreign currency, or in a "basket" of securities
representing a particular index). The "notional amount" of the swap agreement is only a basis on which to calculate
the obligations that the parties to a swap agreement have agreed to exchange. The Fund's obligations (or rights) under
a swap agreement generally will be
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equal only to the "net amount" to be paid or received under the agreement based on the relative values of the positions
held by each party to the agreement. The Fund's obligations under a swap agreement will be accrued daily (offset

against any amounts owing to the Fund) and any accrued but unpaid net amounts owed to a swap counterparty will be
covered by marking as segregated liquid, unencumbered assets, marked-to-market daily, to avoid potential leveraging.

Based on market conditions, the Fund expects to enter into credit default swap agreements and similar agreements,
and may also buy credit-linked securities. Among other purposes, credit default swaps provide investment exposure to
changes in credit spreads and relative interest rates. The credit default swap agreement or similar instrument may have
as reference obligations one or more securities that are not currently held by the Fund (including a "basket" of
securities representing an index). The protection "buyer" in a credit default contract may be obligated to pay the
protection "seller" an up front payment or a periodic stream of payments over the term of the contract provided
generally that no credit event on a reference obligation has occurred. If a credit event occurs, the seller generally must
pay the buyer the "par value" (full notional value) of the swap in exchange for an equal face amount of deliverable
obligations of the reference entity described in the swap, or the seller may be required to deliver the related net cash
amount, if the swap is cash settled. The Fund may be either the buyer or seller in the transaction. If the Fund is a buyer
and no credit event occurs, the Fund recovers nothing if the swap is held through its termination date. However, if a
credit event occurs, the Fund may elect to receive the full notional value of the swap in exchange for an equal face
amount of deliverable obligations of the reference entity that may have little or no value. As a seller, the Fund
generally receives an up front payment or a fixed rate of income throughout the term of the swap, which typically is
between six months and five years, provided that there is no credit event.

Credit-Linked Securities. Among the income producing securities in which the Fund may invest are credit- linked
securities, which are issued by a limited purpose trust or other vehicle that, in turn, invests in a derivative instrument
or basket of derivative instruments, such as credit default swaps, interest rate swaps and other securities, in order to
provide exposure to certain fixed income markets. For instance, the Fund can invest in credit-linked securities as a
cash management tool in order to gain exposure to a certain market and/or to remain fully invested when more
traditional income producing securities are not available.

Segregation and Cover Requirements. As a closed-end investment company registered with the SEC, the Fund is
subject to the federal securities laws, including the 1940 Act, the rules thereunder, and various SEC and SEC staff
interpretive positions. In accordance with these laws, rules and positions, the Fund may "set aside" liquid assets (often
referred to as "asset segregation”), or engage in other SEC- or staff-approved measures, to "cover" open positions with
respect to certain kinds of derivatives that could be considered "senior securities" as defined in Section 18(g) of the
1940 Act. With respect to certain derivatives that are contractually required to cash settle, for example, the Fund is
permitted to set aside liquid assets in an amount equal to the Fund's daily marked-to-market net obligations (i.e., the
Fund's daily net liability) under the contracts, if any, rather than such contracts' full notional value. The Fund reserves
the right to modify its asset segregation policies in the future to comply with any changes in the positions from time to
time announced by the SEC or its staff regarding asset segregation. These segregation and coverage requirements
could result in the Fund's maintaining securities positions that it would otherwise liquidate, segregating assets at a
time when it might be disadvantageous to do so or otherwise restricting portfolio management. Such segregation and
cover requirements will not limit or offset losses on related positions.

Futures Contracts. Based on market conditions, the Fund expects to enter into contracts for the purchase or sale for
future delivery of securities or foreign currencies. A futures contract purchaser incurs an obligation to take delivery of
a specified amount of the security, currency or other asset underlying the contract at a specified time in the future for a
specified price. A seller of a futures contract incurs an obligation to deliver the specified amount of the underlying
security, currency or other asset at a specified time in return for an agreed upon price. The purchase of a futures
contract enables the Fund, during the term of the contract, to lock in a price at which it may purchase a security,
currency or other asset and protect against a rise in prices pending purchase. The sale of a futures contract enables the
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Fund to lock in a price at which it may sell a security, currency or other asset and protect against declines pending
sale.

Although most futures contracts call for actual delivery or acceptance of the underlying security, currency or other
asset, the contracts usually are closed out before the settlement date without the making or taking of delivery. Index
futures contracts provide for the delivery of an amount of cash equal to a specified dollar amount times the difference
between the index value at the open or close of the last trading day of the contract and the
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futures contract price. A futures contract sale is closed out by effecting a futures contract purchase for the same
aggregate amount of the specific type of security, currency or other asset and the same delivery date. If the sale price
exceeds the offsetting purchase price, the seller would be paid the difference and would realize a gain. If the offsetting
purchase price exceeds the sale price, the seller would pay the difference and would realize a loss. Similarly, a futures
contract purchase is closed out by effecting a futures contract sale for the same aggregate amount of the specific type
of security, currency or other asset and the same delivery date. If the offsetting sale price exceeds the purchase price,
the purchaser would realize a gain, whereas if the purchase price exceeds the offsetting sale price, the purchaser would
realize a loss. There is no assurance that the Fund will be able to enter into a closing transaction.

Currently, securities index futures contracts can be purchased with respect to several indices on various exchanges.
Differences in the securities included in the indices may result in differences in correlation of the futures contracts
with movements in the value of the securities being hedged.

In addition, the Fund may enter into financial futures contracts or purchase or sell put and call options on futures
contracts as a hedge against anticipated interest rate or debt market changes, to gain exposure to a market, for duration
management or for risk management purposes. Futures contracts are generally bought and sold on the exchanges
where they are listed with payment of initial and variation margin as described below. The purchase of a financial
futures contract creates a firm obligation by the Fund, as purchaser, to take delivery from the seller the specific type of
financial instrument called for in the contract at a specific future time for a specified price (or, with respect to index
futures contracts and Eurodollar instruments, the net cash amount). The sale of a futures contract creates a firm
obligation by the Fund, as seller, to deliver to the buyer the specific type of financial instrument called for in the
contract at a specific future time for a specified price (or, with respect to index futures contracts and Eurodollar
instruments, the net cash amount). Options on futures contracts are similar to options on securities except that an
option on a futures contract gives the purchaser the right in return for the premium paid to assume a position in a
futures contract and obligates the seller to assume the opposite position.

Typically, maintaining a futures contract or selling an option on a futures contract requires the Fund to deposit with a
financial intermediary as security for its obligations an amount of cash or other specified assets (initial margin), which
initially is typically 1% to 10% of the face amount of the contract (but may be higher in some circumstances).
Additional cash or assets (variation margin) may be required to be deposited thereafter on a daily basis as the
mark-to-market value of the contract fluctuates. The purchase of options on financial futures contracts involves
payment of a premium for the option without any further obligation on the part of the Fund. If the Fund exercises an
option on a futures contract it will be obligated to post initial margin (and potential subsequent variation margin) for
the resulting futures contract position just as it would for any position. Futures contracts and options on futures
contracts are generally settled by entering into an offsetting transaction but there can be no assurance that the position
can be offset prior to settlement at an advantageous price nor that delivery will occur.

Because the initial margin required to maintain a futures contract is a fraction of the face value of the contract, the
value of the contract can be much higher or lower than the value of the Fund's assets used to take the position. The
Fund may therefore use futures as a form of leverage and may be exposed to the associated risks. See "Risk
Factors Leverage Risk."

There currently are limited futures markets for certain currencies of emerging market countries, securities and indexes,
and the nature of the strategies adopted by the Subadviser and the extent to which those strategies are used will
depend on the development of those markets. To the extent the Fund engages in transactions in options and futures,
the Fund will normally transact in options and futures that are traded on a recognized securities or futures exchange,
including non-U.S. exchanges. Moreover, when the Fund purchases a futures contract or a call option thereon or
writes a put option thereon, an amount of cash or high quality, liquid securities, including U.S. government securities,
will be designated on the Fund's records or deposited in a segregated account with the Fund's custodian so that the
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amount so designated or segregated, plus the amount of initial and variation margin held in the account of its broker,
equals the market value of the futures contract.
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The Fund has claimed an exclusion from the definition of the term "commodity pool operator" under the Commodity
Exchange Act ("CEA") pursuant to Rule 4.5 under the CEA promulgated by the U.S. Commodity Futures Trading
Commission ("CFTC"). The Fund currently is not, therefore, subject to registration or regulation as a "commodity
pool operator" under the CEA and the Fund intends to be operated on an ongoing basis so as not to be deemed to be a
"commodity pool" under the regulations of the CFTC. On February 9, 2012, the CFTC adopted amendments to its
rules that, once effective, may affect the ability of the Fund to continue to claim this exclusion. The Fund would be
limited in its ability to use futures or options on futures or engage in swaps transactions if it continued to claim the
exclusion. If the Fund were no longer able to claim the exclusion, the Fund believes that its Manager would likely
become subject to registration and regulation as a commodity pool operator. The impact of the rule changes on the
operations of the Fund and the Manager is not fully known at this time. The Fund and the Manager are continuing to
analyze the effect of these rule changes on the Fund.

Unrated Fixed Income Instruments. The Fund may purchase unrated fixed income instruments (which are not rated by
a NRSRO) if the Subadviser determines that the instruments are of comparable quality to rated instruments that the
Fund may purchase. Unrated fixed income instruments may be less liquid than comparable rated instruments and
involve the risk that the Subadviser may not accurately evaluate the security's comparative credit rating. Analysis of
the creditworthiness of issuers of high yield instruments may be more complex than for issuers of higher-quality debt
obligations. The Fund's success in achieving its investment objective may depend more heavily on the Subadviser's
credit analysis to the extent that the Fund invests in below investment grade quality and unrated fixed income
instruments.

Loan Participations and Assignments. The Fund may invest in fixed, variable and floating rate loans arranged through
private negotiations between an issuer and one or more financial institutions. The Fund's investments in loans may be
in the form of participations in loans or assignments of all or a portion of loans from third parties. The Fund's
investment in participations typically will result in the Fund having a contractual relationship only with the lender and
not with the borrower. The Fund will have the right to receive payments of principal, interest and any fees to which it
is entitled only from the lender selling the participation and only upon receipt by the lender of the payments from the
borrower.

The purchaser of an assignment acquires direct rights against the borrower on the loan. Because assignments are
arranged through private negotiations between potential assignees and potential assignors, however, the rights and
obligations so acquired may differ from, and be more limited than, those held by the assigning lender. The
assignability of certain loans, especially with respect to sovereign debt obligations, is restricted by the governing
documentation as to the nature of the assignee such that the only way in which the Fund may acquire an interest in
such a loan is through a participation and not through an assignment.

Equity and Equity-Related Securities. From time to time, the Fund may invest in or hold common stock and other
equity and equity-related securities incidental to the purchase or ownership of fixed income instruments or in
connection with a reorganization of a borrower. Investments in equity securities incidental to investment in debt
securities entail certain risks in addition to those associated with investments in those debt securities. Common stock
represents an equity ownership interest in a company. Historical trends would indicate that common stock is subject to
higher levels of volatility and market and issuer-specific risk than debt securities. The value of equity securities may
be affected more rapidly, and to a greater extent, by company-specific developments and general market conditions.
These risks may increase fluctuations in the Fund's NAV. The equity interests held by the Fund, if any, may not pay
dividends or otherwise generate income or appreciate in value and, in fact, may decline in value. Accordingly, the
Fund may not be able to realize gains from its equity investments, and any gains that the Fund does realize may not be
sufficient to contribute materially to the Fund's investment objective. Equity securities held by the Fund may be
illiquid.
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Portfolio Turnover. The techniques and strategies contemplated by the Fund might result in a high degree of portfolio
turnover. A high turnover rate (100% or more) generally results in greater expenses to the Fund and may result in
realization of net short-term capital gains.

Step-Ups and Payment-In-Kind Securities. "Step up" bonds pay no interest initially but eventually begin to pay a
coupon rate prior to maturity, which rate may increase at stated intervals during the life of the security.
Payment-in-kind securities ("PIKs") are debt obligations that pay "interest" in the form of other debt obligations,
instead of in cash. Each of these instruments may be issued and traded at a deep discount from face value. Step-ups
and PIKs allow an issuer to avoid or delay the need to generate cash to meet current interest payments and, as a result,
may involve greater credit risk than bonds that pay interest currently or in cash. The Fund would be required to
distribute the income on these instruments as it accrues, even though the Fund will not receive the
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income on a current basis or in cash. Thus, the Fund may have to sell other investments, including when it may not be
advisable to do so, to make income distributions to its stockholders.

Money Market Instruments. Money market instruments are high quality short-term debt securities. Money market
instruments in which the Fund may invest include short-term obligations of, or securities guaranteed by, the U.S.
Government, its agencies or instrumentalities or high-quality obligations of domestic and foreign banks and
corporations and repurchase agreements relating to these obligations. Certain money market instruments may be
denominated in foreign currencies.

Commercial Paper. Commercial paper represents short-term unsecured promissory notes issued in bearer form by
corporations such as banks or bank holding companies and finance companies. The rate of return on commercial paper
may be linked or indexed to the level of exchange rates between the U.S. dollar and a foreign currency or currencies.

llliquid Securities. The Fund may invest in instruments that lack a secondary trading market or are otherwise
considered illiquid. Liquidity of a security relates to the ability to easily dispose of the security and the price to be
obtained upon disposition of the security, which may be less than would be obtained for a comparable more liquid
security. The Fund has no limitation on the amount of its investments that are not readily marketable or are subject to
restrictions on resale, although the Fund does not expect to invest significantly in illiquid securities. Illiquid securities
may be subject to wide fluctuations in market value. The Fund may be subject to significant delays in disposing of
certain high yield securities. As a result, the Fund may be forced to sell these securities at less than fair market value
or may not be able to sell them when the Subadviser believes that it is desirable to do so. Illiquid securities also may
entail registration expenses and other transaction costs that are higher than those for liquid securities. Such
investments may affect the Fund's ability to realize the NAV in the event of a voluntary or involuntary liquidation of
its assets. See "Net Asset Value" for information with respect to the valuation of illiquid securities.

New Securities and Other Investment Techniques. New types of securities and other investment and hedging practices
are developed from time to time. The Subadviser expects, consistent with the Fund's investment objective and
policies, to invest in such new types of securities and to engage in such new types of investment practices if the
Subadviser believes that these investments and investment techniques may assist the Fund in achieving its investment
objective. In addition, the Subadviser may use investment techniques and instruments that are not specifically
described herein.

Other Investments and Strategies

In addition to the principal investment strategies, the Fund also may use the following non-principal investment
strategies to try to increase its returns or protect its assets if market conditions warrant.

U.S. Government Securities. U.S. Government securities are obligations of and, in certain cases, guaranteed by, the
U.S. Government, its agencies or instrumentalities. The U.S. Government does not guarantee the NAV of the Fund's
shares. Some U.S. Government securities, such as Treasury bills, notes and bonds, are supported by the full faith and
credit of the United States; others are supported by the right of the issuer to borrow from the U.S. Department of the
Treasury (the "U.S. Treasury"); others are supported by the discretionary authority of the U.S. Government to
purchase the agency's obligations; and still others, such as those of the Student Loan Marketing Association, are
supported only by the credit of the instrumentality. U.S. Government securities may include zero coupon securities,
which do not distribute interest on a current basis and tend to be subject to greater risk than interest-paying securities
of similar maturities.

Yankee Dollar Obligations, Eurobonds, Global Bonds. Certain debt securities purchased by the Fund may take the
form of Yankee dollar obligations, eurobonds or global bonds. Yankee dollar obligations are dollar-denominated
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obligations issued in the U.S. capital markets by foreign issuers, such as corporations and banks. A eurobond is a bond
issued in a currency other than the currency of the country or market in which it is issued. Global bonds are bonds that
can be offered within multiple markets simultaneously. Unlike eurobonds, global bonds can be issued in the local
currency of the country of issuance.

Variable- and Floating-Rate Securities. Variable- and floating-rate instruments are instruments that pay interest at
rates that adjust whenever a specified interest rate (the "reference rate") changes and/or that reset on predetermined
dates (such as the last day of a month or calendar quarter). In addition to floating-rate loans, variable- and floating-rate
instruments may include, without limitation, instruments such as catastrophe and other event-linked bonds, bank
capital securities, unsecured bank loans, corporate bonds and money market instruments. Due to their variable- or
floating-rate features, these instruments will generally pay higher levels of
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income in a rising interest rate environment and lower levels of income as interest rates decline. For the same reason,
the market value of a variable- or floating-rate instrument is generally expected to have less sensitivity to fluctuations
in market interest rates than a fixed-rate instrument, although the value of a variable- or floating-rate instrument may
nonetheless decline as interest rates rise and due to other factors, such as changes in credit quality or because of an
imperfect correlation between the securities interest rate adjustment mechanism and the level of interest rates
generally.

The Fund also may engage in credit spread trades. A credit spread trade is an investment position relating to a
difference in the prices or interest rates of two bonds or other securities, in which the value of the investment position
is determined by changes in the difference between the prices or interest rates, as the case may be, of the respective
securities.

Foreign Currency Transactions. Based on market conditions, the Fund expects to enter into foreign currency forward
contracts ("forward contracts") for purposes of gaining exposure to the currency of an emerging market country or
other foreign country or as a hedge against fluctuations in future foreign currency exchange rates. The Fund may
engage in foreign currency exchange transactions in connection with its investments in foreign instruments. The Fund
is not required to hedge its currency exposure, if any, and may choose not to do so. The Fund generally will conduct
its foreign currency exchange transactions either on a spot (i.e., cash) basis at the spot rate prevailing in the foreign
currency exchange market or through forward contracts to purchase or sell foreign currencies, including the payment
of dividends and the settlement of securities transactions that otherwise might require untimely dispositions of Fund
securities.

A foreign currency forward contract involves an obligation to purchase or sell a specific currency at a future date,
which may be any fixed number of days (usually less than one year) from the date of the contract agreed upon by the
parties, at a price and for an amount set at the time of the contract. These contracts are traded in the interbank market
conducted directly between currency traders (usually large commercial banks) and their customers. A forward contract
generally has a deposit requirement, and no commissions are charged at any stage for trades. Although foreign
exchange dealers do not charge a fee for conversion, they do realize a profit based on the difference (the spread)
between the price at which they are buying and selling various currencies. At the consummation of a forward contract,
the Fund may either make delivery of the foreign currency or terminate its contractual obligation to deliver the foreign
currency by purchasing an offsetting contract obligating it to purchase, at the same maturity date, the same amount of
such foreign currency. If the Fund chooses to make delivery of the foreign currency, it may be required to obtain such
currency through the sale of portfolio securities denominated in such currency or through conversion of other assets of
the Fund into such currency. If the Fund engages in an offsetting transaction, the Fund will incur a gain or loss to the
extent that there is a difference between the forward contract price and the offsetting forward contract price.

It should be noted that this method of protecting the value of the Fund's portfolio securities against a decline in the
value of a currency does not eliminate fluctuations in the underlying prices of the securities. Rather, it simply
establishes a rate of exchange that can be achieved at some future point in time. Additionally, although such contracts
tend to minimize the risk of loss due to a decline in the value of the hedged currency, at the same time they tend to
limit any potential gain should the value of the currency increase.

At times, the Fund may enter into "cross-currency" hedging transactions involving currencies other than those in
which securities held or proposed to be purchased are denominated.

By entering into a forward contract for the purchase or sale, for a fixed amount of dollars or other currency, of the
amount of foreign currency involved in an underlying security transaction, the Fund may be able to protect itself
against a possible loss resulting from an adverse change in the relationship between the U.S. dollar and the currency
that is being used for the security transaction.
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Although the Fund values its assets daily in terms of U.S. dollars, it does not intend to actually convert its holdings of
foreign currencies into U.S. dollars on a daily basis. It will, however, do so with respect to a portion of the Fund's
assets from time to time, and investors should be aware of the costs of currency conversion. A dealer may offer to sell
a foreign currency to the Fund at one rate, while offering a lesser rate of exchange should the Fund desire to resell that
currency to the dealer.

The Fund may be limited in its ability to enter into hedging transactions involving forward contracts by the Internal

Revenue Code of 1986, as amended (the "Code"), requirements relating to qualification as a regulated investment
company.
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Repurchase Agreements. The Fund may engage in repurchase agreements with broker-dealers, banks and other
financial institutions to earn incremental income on temporarily available cash that would otherwise be uninvested. A
repurchase agreement is a short-term investment in which the purchaser (i.e., the Fund) acquires ownership of a
security and the seller agrees to repurchase the obligation at a future time and set price, thereby determining the yield
during the holding period. This creates a fixed return for the Fund, and is, in effect, a loan by the Fund. Repurchase
agreements involve risks in the event of default by the other party. The Fund may enter into repurchase agreements
with broker-dealers, banks and other financial institutions deemed to be creditworthy by the Subadviser. Repurchase
agreements maturing in more than seven days may be considered illiquid.

Repurchase agreements are fully collateralized by the underlying securities. The Fund pays for such securities only
upon physical delivery or evidence of book entry transfer to the account of a custodian or bank acting as agent. The
seller under a repurchase agreement will be required to maintain the value of the underlying securities
marked-to-market daily at not less than the repurchase price. The underlying securities (normally securities of
emerging market countries, the U.S. government and their agencies or instrumentalities) may have maturity dates
exceeding one year.

Reverse Repurchase Agreements. The Fund may generate leverage by entering into reverse repurchase agreements,
under which the Fund sells portfolio securities to financial institutions such as banks and broker-dealers and agrees to
repurchase them at a particular date and price. Such agreements, which are in effect collateralized borrowings by the
Fund, are considered under current SEC staff guidance to be senior securities under the 1940 Act unless the Fund
enters into certain offsetting transactions, owns positions covering its obligations or designates on its books and
records an amount of assets equal to the amount of the Fund's obligations under the reverse repurchase agreements.

Preferred Securities. Preferred securities, like common stock or other equity securities, represents an equity ownership
in an issuer. Generally, preferred securities have a priority of claim over common stock or other equity securities in
dividend payments and upon liquidation of the issuer. Unlike common stock or other equity securities, preferred
securities do not usually have voting rights.

Although they are equity securities, preferred securities have characteristics of both debt and common stock or other
equity securities. Like debt, their promised income is contractually fixed. Like common stock or other equity
securities, they do not have rights to participate in bankruptcy proceedings or collection activities in the event of
missed payments. Other equity characteristics are their subordinated position in an issuer's capital structure and that
their quality and value are heavily dependent on the profitability of the issuer rather than on any legal claims to
specific assets or cash flows. Preferred securities are also subject to deferral risk, which refers to provisions typically
contained in preferred securities that allow an issuer, under certain conditions, to skip (in the case of non-cumulative
preferred securities) or defer (in the case of cumulative preferred securities) dividend payments.

Distributions on preferred securities are declared by the board of directors of the issuer and may be subject to deferral,
and thus may not be automatically payable. Income payments on preferred securities may be cumulative, causing
dividends and distributions to accrue even if not declared by the board or otherwise made payable, or non-cumulative,
so that skipped dividends and distributions do not continue to accrue. There is no assurance that dividends on
preferred securities in which the Fund invests will be declared or otherwise made payable. The Fund is permitted to
invest in non-cumulative preferred stock, although the Subadviser will consider, among other factors, the
non-cumulative nature in making any decision to purchase or sell such securities on behalf of the Fund.

Private Placements and Restricted Securities. The Fund may invest in securities that are subject to restrictions on
resale because they have not been registered under the Securities Act, or that are otherwise not readily marketable.
These securities are generally referred to as private placements or restricted securities. Limitations on the resale of
these securities may have an adverse effect on their marketability, and may prevent the Fund from disposing of them
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promptly at reasonable prices. The Fund may have to bear the expense of registering the securities for resale and the
risk of substantial delays in effecting the registration.

Rule 144A permits the Fund to sell certain restricted securities to qualified institutional buyers without limitation.
However, investing in Rule 144 A securities could have the effect of increasing the level of Fund illiquidity to the
extent the Fund, at a particular point in time, may be unable to find qualified institutional buyers interested in
purchasing such securities.

Lending of Portfolio Securities. Consistent with applicable regulatory requirements, the Fund may lend its portfolio
securities to brokers, dealers and financial institutions, provided that outstanding loans of the Fund do
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not exceed in the aggregate 33!/,% of the value of the Fund's total assets and provided that such loans are callable at
any time by the Fund and are at all times secured by cash or equivalent collateral (including a line of credit) that is
equal to at least 100% of the market value, determined daily, of the loaned securities. The market value of the
securities loaned is determined at the close of each business day. Any additional required collateral is allocated to the
Fund on the next business day. During the time portfolio securities are on loan, the borrower will pay the Fund an
amount equivalent to any dividend or interest paid on such securities and the Fund may invest the cash collateral and
earn additional income, or it may receive an agreed-upon amount of interest income from the borrower. The advantage
of such loans is that the Fund continues to receive payments in lieu of the interest and dividends of the loaned
securities, while at the same time earning interest either directly from the borrower or on the collateral that will be
invested in short-term obligations.

A loan may be terminated by the borrower on one business day's notice or by the Fund at any time. If the borrower
fails to maintain the requisite amount of collateral, the loan automatically terminates, and the Fund could use the
collateral to replace the securities while holding the borrower liable for any excess of replacement cost over collateral.
As with any extensions of credit, there are risks of delay receiving additional collateral or in recovery and in some
cases loss of all rights in the collateral should the borrower of the securities fail financially. However, these loans of
portfolio securities will only be made to firms determined to be creditworthy pursuant to procedures approved by the
Board of the Fund. On termination of the loan, the borrower is required to return the securities to the Fund, and any
gain or loss in the market price during the loan would inure to the Fund. Since voting or consent rights that
accompany loaned securities pass to the borrower, the Fund will follow the policy of calling the loan, in whole or in
part as may be appropriate, to permit the exercise of such rights if the matters involved would have a material effect
on the Fund's investment in the securities that are the subject of the loan. The Fund will pay reasonable finders',
administrative and custodial fees in connection with a loan of its securities or may share the interest earned on
collateral with the borrower.

LEVERAGE

At times, the Fund expects to utilize leverage through borrowings from banks and other financial institutions or
issuance of notes or other debt securities or shares of preferred stock. The Fund has the ability to utilize leverage for
investment purposes, subject to the limits of the 1940 Act and any restrictions imposed by lenders or NRSROs issuing
ratings for the securities. The Fund may borrow in amounts up to 331/;% (as determined immediately after borrowing)
of the Fund's investable assets (including the amount borrowed). Under current market conditions, the Fund intends to
utilize borrowings in an initial amount up to approximately 20% (as determined immediately after borrowing) of the
value of its investable assets (including the amount borrowed). The Fund may also gain leverage synthetically through
swaps, other types of derivatives and reverse repurchase agreements. There can be no assurance, however, that the
Fund will borrow in order to leverage its assets or if it does what percentage of the Fund's assets such borrowings will
represent. Although the Fund has the ability to issue preferred stock and/or debt securities, it does not currently
anticipate issuing any preferred stock and/or debt securities. Rather, the Fund expects to enter into a Credit Facility
within 45 days from the Fund's commencement of operations, as described below under " Credit Facility." The Fund
generally will utilize leverage only if it anticipates that the Fund's leveraged capital structure would result in a higher
return to the holders of Common Stock than that obtainable if the Common Stock were unleveraged for any
significant amount of time. The Fund also may borrow in an amount equal to 5% of its investable assets as a
temporary measure for extraordinary or emergency purposes, including the payment of dividends and the settlement
of securities transactions that otherwise might require untimely dispositions of Fund securities. The Fund at times may
borrow from affiliates of PI, as permitted by applicable law. When the Fund is utilizing leverage, the fees paid to PI
and PIM for investment advisory and management services will be higher than if the Fund did not utilize leverage
because the fees paid will be calculated based on the Fund's investable assets, including any assets acquired from the
sale of preferred stock, plus the proceeds of any outstanding borrowings used for leverage.
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The Fund's use of leverage is premised upon the expectation that the cost of the leverage used to purchase additional
assets will be lower than the return the Fund achieves on its investments with the proceeds of the borrowings or the
issuance of preferred stock. Such difference in return may result from the short term nature of the Fund's borrowing
compared to the longer term nature of its investments. If the investable assets of the Fund (including the assets
obtained from leverage) are invested in higher yielding portfolio investments, the holders of Common Stock will be
the beneficiaries of the incremental return. Should the differential between the underlying assets and cost of leverage
narrow, any incremental return will be reduced or eliminated. Furthermore, if long term interest rates rise, the NAV of
the Fund's Common Stock is expected to decline in value.
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Leverage creates risks for the holders of Common Stock, including the likelihood of greater volatility of net income,
distributions and/or NAV in relation to market changes, the risk that fluctuations in interest rates on borrowings and
short term debt or in the dividend rates on any preferred stock may affect the return to the holders of Common Stock
and increased operating costs, which may reduce the Fund's total return. To the extent the income or capital
appreciation derived from securities purchased with funds received from leverage exceeds the cost of leverage, the
Fund's return will be greater than if leverage had not been used. Conversely, if the income or capital appreciation from
the securities purchased with such funds is not sufficient to cover the cost of leverage, the return of the Fund will be
less than if leverage had not been used, and therefore the amount available for distribution to stockholders as
dividends and other distributions will be reduced. In the latter case, PI and/or PIM in its best judgment nevertheless
may determine to maintain the Fund's leveraged position if it expects that the benefits to the Fund's stockholders of
maintaining the leveraged position will outweigh the current reduced return. Capital raised through leverage will be
subject to interest costs or dividend payments that may or may not exceed the income and appreciation on the assets
purchased. The Fund also may be required to maintain minimum average balances in connection with borrowings or
to pay a commitment or other fee to maintain a line of credit; either of these requirements will increase the cost of
borrowing over the stated interest rate. The issuance of additional series of preferred stock involves offering expenses
and other costs and may limit the Fund's freedom to pay dividends on shares of Common Stock or to engage in other
activities. Borrowings and the issuance of a class of preferred stock create an opportunity for greater return per share
of Common Stock, but at the same time such borrowing is a speculative technique in that it will increase the Fund's
exposure to capital risk. Unless the income and appreciation, if any, on assets acquired with borrowed funds or
offering proceeds exceed the cost of borrowing or issuing additional classes of securities, the use of leverage will
diminish the investment performance of the Fund compared with what it would have been without leverage.

Certain types of borrowings may result in the Fund being subject to covenants in credit agreements, including those
relating to asset coverage, borrowing base and portfolio composition requirements and additional covenants that may
affect the Fund's ability to pay dividends and distributions on the Common Stock in certain instances. The Fund may
also be required to pledge its assets to the lenders in connection with certain types of borrowing. PI and PIM do not
anticipate that these covenants or restrictions will adversely affect their ability to manage the Fund's portfolio in
accordance with the Fund's investment objective and policies. However, due to these covenants or restrictions, the
Fund may be forced to liquidate investments at times and at prices that are not favorable to the Fund, or the Fund may
be forced to forgo investments that PIM otherwise views as favorable. The Fund may be subject to certain restrictions
on investments imposed by guidelines of one or more NRSROs that may issue ratings for any short term debt
instruments or preferred stock issued by the Fund. These guidelines may impose asset coverage or portfolio
composition requirements that are more stringent than those imposed by the 1940 Act. It is not anticipated that these
covenants or guidelines will impede PI or PIM from managing the Fund's portfolio in accordance with the Fund's
investment objective and policies.

The Fund may engage in leverage through the issuance of notes or other debt securities or shares of preferred stock.
Under the 1940 Act, the Fund is not permitted to issue preferred stock unless immediately after such issuance the
Fund will have an asset coverage of at least 200%. In general, the term "asset coverage" for this purpose means the
ratio which the value of the total assets of the Fund, less all liabilities and indebtedness not represented by senior
securities, bears to the aggregate amount of senior securities representing indebtedness of the Fund plus the aggregate
of the involuntary liquidation preference of the preferred stock. The involuntary liquidation preference refers to the
amount to which the preferred stock would be entitled on the involuntary liquidation of the Fund in preference to a
security junior to them. In addition, the Fund is not permitted to declare any cash dividend or other distribution on its
Common Stock or purchase its Common Stock unless, at the time of such declaration or purchase, the Fund satisfies
this 200% asset coverage requirement after deducting the amount of the distribution or purchase price, as applicable.
Under the 1940 Act, holders of the preferred stock would be entitled to elect two directors of the Fund at all times and
to elect a majority of the directors if at any time dividends on the preferred stock are unpaid in an amount equal to two
full years' dividends. Holders of the preferred stock would continue to have the right to elect a majority of the
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directors until all dividends in arrears have been paid. In addition, holders of the preferred stock would also be entitled
to vote separately as a class on certain matters, which may at times give holders of preferred stock disproportionate
influence over the Fund's affairs.

Under the 1940 Act, the Fund generally is not permitted to incur indebtedness, including through the issuance of debt
securities, unless immediately thereafter the Fund will have an asset coverage of at least 300%. In general, the term
"asset coverage" for this purpose means the ratio which the value of the total assets of the Fund, less all liabilities and
indebtedness not represented by senior securities, bears to the aggregate amount of
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senior securities representing indebtedness of the Fund. In addition, the Fund may be limited in its ability to declare
any cash distribution on its capital stock or purchase its capital stock unless, at the time of such declaration or
purchase, the Fund has an asset coverage (on its indebtedness) of at least 300% after deducting the amount of such
distribution or purchase price, as applicable. The 1940 Act contains an exception, however, that permits dividends to
be declared upon any preferred stock issued by the Fund if the Fund's indebtedness has an asset coverage of at least
200% at the time of declaration after deducting the amount of the dividend. In addition, if the Fund issues non-public
indebtedness (for example, if it enters into a loan agreement in a privately arranged transaction with a bank), it may be
able to continue to pay dividends on its capital stock even if the asset coverage ratio on its indebtedness falls below
300%. Further, the 1940 Act requires (in certain circumstances) that holders of the Fund's senior securities
representing indebtedness be provided with certain voting rights in the event certain asset coverage requirements
specified in Section 18(a) of the 1940 Act are not met.

The Fund's willingness to borrow money and issue preferred stock for investment purposes, and the amount it will
borrow or issue, will depend on many factors, the most important of which are investment outlook, market conditions
and interest rates. Successful use of a leveraging strategy depends on PI's or PIM's ability to predict correctly interest
rates and market movements, and there is no assurance that a leveraging strategy will be successful during any period
in which it is employed.

As discussed under "Management and Advisory Arrangements," during periods when the Fund has outstanding
borrowings for leverage or preferred stock outstanding, the fees paid to PI and PIM for management and investment
subadvisory services, respectively, will be higher than if the Fund did not issue preferred stock or borrow because the
fees paid will be calculated on the basis of the Fund's investable assets, which includes any assets attributable to
money borrowed, including as a result of any shares of preferred stock or notes or other debt securities that may be
issued by the Fund. Consequently, the Fund and PI or PIM may have differing interests in determining whether to
leverage the Fund's assets. The Board of Directors will monitor this potential conflict.

Assuming the utilization of leverage by borrowings in the amount of approximately 20% of the Fund's investable
assets, and an annual interest rate of 1.25% payable on such leverage based on market rates as of the date of this
prospectus, the annual return that the Fund's portfolio must experience (net of expenses) in order to cover such interest
payments would be 1.37%. The Fund's actual cost of leverage will be based on market rates at the time the Fund
undertakes a leveraging strategy, and such actual cost of leverage may be higher or lower than that assumed in the
previous example.

Credit Facility

The Fund expects to leverage through borrowing. The Fund expects to enter into definitive agreements with respect to
a Credit Facility within 45 days from the Fund's commencement of operations. The Fund is currently negotiating with
commercial banks and other financial institutions to arrange a Credit Facility pursuant to which the Fund would
expect to be entitled to borrow in amounts up to approximately 331/;% (as determined immediately after borrowing)
of the Fund's investable assets (including the amount borrowed), from time to time in accordance with the terms of the
Credit Facility. The Fund currently intends to utilize borrowings in an initial amount up to 20% (as determined
immediately after borrowing) of its investable assets (including the amount borrowed). Any such borrowings, as well
as the issuance of debt securities or other forms of indebtedness, would constitute financial leverage and would be
subject to the 300% asset coverage requirements imposed by the 1940 Act described above with respect to the amount
of the borrowings and may limit the Fund's ability to declare dividends and distributions or repurchase its capital
stock. Such a facility is not expected to be convertible into any other securities of the Fund. Outstanding amounts are
expected to be prepayable by the Fund prior to final maturity without significant penalty and there are not expected to
be any sinking fund or mandatory retirement provisions. Outstanding amounts would be payable at maturity or such
earlier times as required by the agreement. The Fund may be required to prepay outstanding amounts under the facility
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or incur a penalty rate of interest in the event of the occurrence of certain events of default. The Fund would be
expected to indemnify the lenders under the facility against liabilities they may incur in connection with the facility.
The Fund expects that the lenders under the facility would require the Fund to provide customary indemnifications for
liabilities the lenders may incur in connection with the facility. Based on the Fund's understanding of other similar
financings, such indemnifications could include for taxes paid on behalf of the Fund or for costs and expenses
incurred by the lender for any litigation related to the Fund's obligations under the facility or its use of the proceeds of
any loans made by the lender. Under current market conditions, the Fund is expected to pay commitment fees, closing
costs and related fees and expenses under the terms of any such facility.
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In addition, the Fund expects that such a Credit Facility would contain covenants that, among other things, likely will
limit the Fund's ability to pay dividends in certain circumstances, incur additional debt, change its fundamental
investment policies and engage in certain transactions, including mergers and consolidations, and may require asset
coverage ratios in addition to those required by the 1940 Act. The Fund does not expect to have any assets on deposit
with the lender. The Fund may be required to pledge its assets and to maintain a portion of its assets in cash or
high-grade securities as a reserve against interest or principal payments and expenses. The Fund expects that any
credit facility would have customary covenant, negative covenant and default provisions. The Fund expects to enter
into an agreement with the lender, whereby the lender may exercise control over the pledged collateral (including
substitution rights) under certain events of default. There can be no assurance that the Fund will enter into an
agreement for a Credit Facility on terms and conditions representative of the foregoing, or that additional material
terms will not apply. In addition, if entered into, any such Credit Facility may in the future be replaced or refinanced
by one or more Credit Facilities having substantially different terms or by the issuance of preferred stock or debt
securities.

Effects of Leverage

The following table, furnished in response to requirements of the SEC, is designed to illustrate the effect on the return
to a holder of the Fund's Common Stock of the leverage obtained by borrowings in the amount of approximately 20%
of the Fund's investable assets, assuming hypothetical annual returns of the Fund's portfolio of minus 10% to plus
10%. As the table shows, leverage generally increases the return to stockholders when portfolio return is positive and
greater than the cost of leverage and decreases the return when the portfolio return is negative or less than the cost of
leverage. The figures appearing in the table are hypothetical and actual returns may be greater or less than those
appearing in the table.

Assumed Return on Portfolio

(net of expenses) (10.00)% (5.00)% 0.00% 5.00% 10.00%
Corresponding Return to

Common

Stockholder (12.81)% (6.56)% 0.31D)% 5.94% 12.19%

Until the Fund borrows or issues shares of preferred stock, the Fund's Common Stock will not be leveraged, and the
risks and special considerations related to leverage described in this prospectus will not apply. Such leveraging of the
Common Stock cannot be fully achieved until the proceeds resulting from the use of leverage have been invested in
longer term securities in accordance with the Fund's investment objective and policies.

Common Stock total return is comprised of two elements the Common Stock dividends paid by the Fund (the amount
of which is largely determined by the net investment income of the Fund after paying any interest on borrowings) and
gains or losses on the value of the securities and instruments the Fund owns. As required by SEC rules, the table
above assumes that the Fund is more likely to suffer capital losses than to enjoy capital appreciation. For example, to
assume a total return of 0% the Fund must assume that the net investment income it earns on its investments is entirely
offset by losses in the value of those investments.

RISK FACTORS

An investment in the Fund's Common Stock may be speculative in that it involves a high degree of risk and should not
constitute a complete investment program. Before making an investment decision, you should carefully consider the
following risk factors, together with the other information contained in this prospectus. At any point in time, an
investment in the Fund's Common Stock may be worth less than the original amount invested, even after taking into
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account the distributions paid, if any, and the ability of stockholders to reinvest dividends. If any of the risks discussed
in this prospectus occurs, the Fund's business, financial condition and results of operations could be materially and
adversely affected. If this were to happen, the price of the Common Stock could decline significantly and you could
lose all or a part of your investment. The section below does not describe all risks associated with an investment in the
Fund. Additional risks and uncertainties may also adversely affect and impair the Fund.

General
Investing in the Fund involves certain risks and the Fund may not be able to achieve its intended results for a variety
of reasons, including, among others, the possibility that the Fund may not be able to successfully implement its

investment strategy because of market, economic, regulatory, geopolitical and other conditions. Because the market
price of the Fund's Common Stock will fluctuate, there is a risk that you will lose money.
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Your investment will decline in value if, among other things, the market price of the Fund's Common Stock decreases.
As with any security, a complete loss of your investment is possible.

Beginning in 2007, the global capital markets were in a period of disruption evidenced by a lack of liquidity in the
debt capital markets, significant write-offs in the financial services sector, the re-pricing of credit risk in the broadly
syndicated credit market and the failure of certain major financial institutions and certain conditions have remained as
such through the date of this prospectus. Despite actions of the United States federal government and foreign
governments, these events have contributed to general economic conditions, including notably the recent European
sovereign debt crisis and the S&P downgrading of the long-term sovereign credit rating on the United States, that are
materially and adversely impacting the broader financial and credit markets and reducing the availability of debt and
equity capital for the market as a whole and financial services firms in particular. These conditions could continue for
a prolonged period of time or worsen in the future. While these conditions persist, the capital markets, and, in
particular, the market for debt obligations, may be subject to heightened volatility, increased risks of default, periods
of illiquidity and other situations adverse to investors. These risks may adversely affect individual issuers and
securities markets, interest rates, secondary trading, ratings, investor psychology, credit risk, inflation and other
factors relating to the Common Stock.

On July 21, 2010, the President signed into law major financial services reform legislation in the form of the
Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act"). The Dodd-Frank Act, among
other things, grants regulatory authorities such as the Commodity Futures Trading Commission and SEC broad
rulemaking authority to implement various provisions of the Dodd-Frank Act, including comprehensive regulation of
the over-the-counter derivatives market. It is unclear how these regulators will exercise these revised and expanded
powers and whether they will undertake rulemaking, supervisory or enforcement actions that would adversely affect
the Fund or investments made by the Fund. Possible regulatory actions taken under these revised and expanded
powers may include actions related to financial consumer protection, proprietary trading and derivatives. There can be
no assurance that future regulatory actions authorized by the Dodd-Frank Act will not significantly reduce the
profitability of the Fund. The implementation of the Dodd-Frank Act could adversely affect the Fund by increasing
transaction and/or regulatory compliance costs. In addition, greater regulatory scrutiny may increase the Fund's, PI's
and PIM's exposure to potential liabilities. Increased regulatory oversight can also impose administrative burdens on
the Fund, PI and PIM, including, without limitation, responding to examinations or investigations and implementing
new policies and procedures. See " Derivatives Risk."

If designated by the newly established Financial Stability Oversight Council (the "Council") as a systemically
significant company, Prudential Financial, Inc, the parent company of PI and PIM, may become subject to stricter
prudential standards, including stricter requirements and limitations relating to risk-based capital, leverage, liquidity
and credit exposure, as well as overall risk management requirements, management interlock prohibitions and a
requirement to maintain a plan for rapid and orderly dissolution in the event of severe financial distress. Failure to
meet defined measures of financial condition could result in substantial restrictions on Prudential's business.
Prudential could also become subject to stress tests to be promulgated by the Board of Governors of the Federal
Reserve System ("FRB"), which could cause Prudential to alter its business practices or affect the perceptions of
regulators, rating agencies, customers, counterparties or investors as to its financial strength. It cannot be known
whether Prudential will be designated as a systemically significant company, but if such designation were to be made,
it could impact the ability of PI and PIM to provide services to the Fund.

Additionally, the Council could recommend new or heightened standards and safeguards concerning activities or
practices engaged in by Prudential and other financial services companies. It cannot be known whether any such
recommendations will be made or what, if any, effect they would have on the business, results of operations, cash
flows or financial condition of Prudential, PI or PIM.
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Prudential intends to deregister as a savings and loan holding company in 2012. Until such deregistration is effective,
Prudential may also be subject to regulation by the FRB as a savings and loan holding company. The FRB has
authority, among other powers, to impose capital requirements on Prudential as well as stress testing. As a result of
the FRB exercising such authority, Prudential, PI and/or PIM may be required or may choose to alter their business
practices, including with respect to services provided to the Fund.

U.S. and foreign governments have taken a number of unprecedented actions designed to support certain financial
institutions and segments of the financial markets that have experienced extreme volatility, and in some cases a lack of
liquidity. The impact of these measures is not yet known and cannot be predicted. U.S. federal and state governments
and foreign governments, their regulatory agencies or self regulatory organizations may take additional actions that
affect the regulation of the securities in which the Fund invests, or the issuers of such securities, in ways that are
unforeseeable. In addition, at any time after the date of this prospectus, legislation by
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U.S. and foreign governments may be enacted that could negatively affect the assets of the Fund or the issuers of such
assets. Changing approaches to regulation may have a negative impact on the entities in which the Fund invests.
Legislation or regulation may also change the way in which the Fund itself is regulated. There can be no assurance
that future legislation, regulation or deregulation will not have a material adverse effect on the Fund or will not impair
the ability of the Fund to achieve its investment objective. PI and PIM will monitor developments and seek to manage
the Fund's portfolio in a manner consistent with achieving the Fund's investment objective, but there can be no
assurance that it will be successful in doing so.

Instability in the credit markets has made it more difficult for a number of issuers of fixed income instruments to
obtain financing or refinancing for their investment or lending activities or operations. In particular, because of
volatile conditions in the credit markets, issuers of fixed income instruments may be subject to increased cost for debt,
tightening underwriting standards and reduced liquidity for loans they make, securities they purchase and securities
they issue. These developments (i) may make it more difficult for the Fund to accurately value its securities and
instruments or to sell its instruments and securities on a timely basis; (ii) could adversely affect the ability of the Fund
to use leverage for investment purposes and increase the cost of such leverage, which would reduce returns to the
holders of Common Stock; and (iii) may adversely affect the broader economy, which in turn may adversely affect the
ability of issuers of instruments and securities owned by the Fund to make payments of principal and interest when
due, lead to lower credit ratings of the issuer and increased defaults by the issuer. Such developments could, in turn,
reduce the value of instruments and securities owned by the Fund and adversely affect the NAV and market price of
the Fund's Common Stock.

No History of Operations

The Fund is a newly organized, diversified, closed-end management investment company with no history of
operations or public trading and is subject to all of the business risks and uncertainties associated with any new
business. As a result, prospective investors have no track record or history on which to base their investment decision.

Market Price Discount from NAV Risk

Shares of closed-end investment companies that trade in a secondary market frequently trade at market prices that are
lower than their NAVs. This is commonly referred to as "trading at a discount.” This risk may be greater for investors
expecting to sell their shares in a relatively short period after completion of the Fund's initial public offering. As a
result, the Fund is designed primarily for long-term investors.

Although the value of the Fund's net assets is generally considered by market participants in determining whether to
purchase or sell Common Stock, whether an investor will realize gains or losses upon the sale of the Common Stock
will depend entirely upon whether the market price of the Common Stock at the time of sale is above or below the
purchase price paid by the investor for the Common Stock. Because the market price of the Common Stock will be
determined by factors such as relative supply of and demand for the Common Stock in the market, general market and
economic conditions, and other factors beyond the control of the Fund, the Fund cannot predict whether the Common
Stock will trade at, below or above NAV or at, below or above the Fund's initial public offering price. The NAV of the
Fund, however, is expected to be reduced immediately following the Fund's initial public offering as a result of the
payment of offering costs and related expenses by the Fund. In addition, the NAV of the Fund does not include the
sales load paid by stockholders who purchase shares of Common Stock in the Fund's initial public offering. As with
any security, a complete loss of your investment is possible.

In order to reduce any discount, the Fund's Board of Directors might consider from time to time engaging in

transactions such as open-market repurchases, tender offers for shares or other programs. The Fund cannot guarantee
or assure that the Fund's Board of Directors will decide to engage in any of these actions. Nor is there any guarantee or
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assurance that such actions, if undertaken, would result in the shares trading at a price equal or close to NAV per share
of Common Stock.

Investment and Market Risk

An investment in the Fund is subject to investment risk, including the possible loss of the entire principal amount
invested. An investment in Common Stock represents an indirect investment in the securities and other financial assets
owned by the Fund. Securities held by the Fund are generally traded in over-the-counter markets. The value of these
securities and financial assets, like other market investments, may move up or down, sometimes rapidly and
unpredictably. In addition, if the current global economic downturn continues or deteriorates further, the ability of
issuers to service their obligations could be materially and adversely affected. The shares of Common Stock that a
stockholder purchases at any point in time may be worth less than their original cost, even after taking

39
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into account any reinvestment of dividends and distributions. Further, the value of securities held by the Fund may
decline in value due to factors affecting securities markets generally or particular industries. Any such decrease in
value could have a material adverse impact on the Fund's business, financial condition and results of operations. The
Fund anticipates using leverage, which will magnify this risk. See " Leverage Risk."

Management Risk

The Fund is subject to management risk because it is an actively managed investment portfolio. PIM and each
individual portfolio manager may not be successful in selecting the best performing investments or investment
techniques, and the Fund's performance may lag behind that of similar funds.

Below Investment Grade (High Yield or Junk Bond) Instruments Risk

The Fund's investments in below investment grade quality securities and instruments (commonly referred to as "high
yield" securities or "junk bonds") are regarded as having predominantly speculative characteristics with respect to the
issuer's capacity to pay interest and repay principal in accordance with the terms of the obligations and involve major
risk exposure to adverse conditions.

Fixed income instruments rated below investment grade generally offer a higher current yield than that available from
higher grade issues, but typically involve greater risk. These investments are especially sensitive to adverse changes in
general economic conditions, to changes in the financial condition of their issuers and to price fluctuation in response
to changes in interest rates. During periods of economic downturn or rising interest rates, issuers of below investment
grade instruments may experience financial stress that could adversely affect their ability to make payments of
principal and interest on their obligations and increase the possibility of default. The secondary market for high yield
instruments may not be as liquid as the secondary market for more highly rated instruments, a factor that may have an
adverse effect on the Fund's ability to dispose of a particular security. There are fewer dealers in the market for high
yield instruments than for investment grade obligations. The prices quoted by different dealers may vary significantly,
and the spread between the bid and asked price is generally much larger for high yield instruments than for higher
quality instruments. Under continuing adverse market or economic conditions, the secondary market for high yield
instruments could contract further, independent of any specific adverse changes in the condition of a particular issuer,
and these instruments may become illiquid. In addition, adverse publicity and investor perceptions, whether or not
based on fundamental analysis, may also decrease the values and liquidity of below investment grade instruments,
especially in a market characterized by a low volume of trading.

Default, or the market's perception that an issuer is likely to default, could reduce the value and liquidity of
instruments held by the Fund, which could have a material adverse impact on the Fund's business, financial condition
and results of operations. In addition, default may cause the Fund to incur expenses in seeking recovery of principal
and/or interest on its portfolio holdings. In any reorganization or liquidation proceeding relating to a portfolio
company, the Fund may lose its entire investment or may be required to accept cash or securities or other instruments
with a value less than its original investment and/or may be subject to restrictions on the sale of such securities or
instruments. Among the risks inherent in investments in a troubled entity is the fact that it frequently may be difficult
to obtain information as to the true financial condition of such issuer. The Subadviser's judgment about the credit
quality of an issuer and the relative value of its instruments may prove to be wrong. Investments in below investment
grade instruments may present special tax issues for the Fund to the extent that the issuers of these instruments default
on their obligations pertaining thereto, and the federal income tax consequences to the Fund as a holder of such
instruments may not be clear.
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