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PRUDENTIAL INVESTMENTS»CLOSED-END FUNDS

PRUDENTIAL SHORT DURATION HIGH YIELD FUND, INC.

ANNUAL REPORT " MAY 31, 2014

Fund Type

Short Duration, High Yield Bond

Objective

High level of current income

The views expressed in this report and information about the Fund s portfolio holdings are for the period covered by this report and are subject to
change thereafter.

Prudential Fixed Income is a unit of Prudential Investment Management, Inc. (PIM), a registered investment adviser. PIM is a Prudential
Financial company. © 2014 Prudential Financial, Inc. and its related entities. Prudential Investments LLC, Prudential, the Prudential logo, Bring
Your Challenges, and the Rock symbol are service marks of Prudential Financial, Inc. and its related entities, registered in many

jurisdictions worldwide.
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July 15, 2014

Dear Shareholder:

We hope you find the annual report for the Prudential Short Duration High Yield Fund, Inc. informative and useful. The report covers
performance for the 12-month period that ended May 31, 2014.

Since market conditions change over time, we believe it is important to maintain a diversified portfolio of funds consistent with your tolerance
for risk, time horizon, and financial goals.

Your financial advisor can help you create a diversified investment plan that may include funds covering all the basic asset classes and that
reflects your personal investor profile and risk tolerance. Keep in mind, however, that diversification and asset allocation strategies do not assure
a profit or protect against loss in declining markets.

Prudential Investments® is dedicated to helping you solve your toughest investment challenges whether it s capital growth, reliable income, or
protection from market volatility and other risks. We offer the expertise of Prudential Financial s affiliated asset managers* that strive to be
leaders in a broad range of funds to help you stay on course to the future you envision. They also manage money for major corporations and
pension funds around the world, which means you benefit from the same expertise, innovation, and attention to risk demanded by today s most
sophisticated investors.

Thank you for choosing the Prudential Investments family of funds.

Sincerely,

Stuart S. Parker, President

Prudential Short Duration High Yield Fund, Inc.

*Most of Prudential Investments equity funds are advised by Jennison Associates LLC, Quantitative Management Associates LLC (QMA), or Prudential Real
Estate Investors. Prudential Investments fixed income and money market funds are advised by Prudential Investment Management, Inc. (PIM) through its
Prudential Fixed Income unit. Jennison Associates, QMA, Prudential Investments LLC and PIM are registered investment advisers and Prudential Financial
companies. Prudential Real Estate Investors is a unit of PIM.

Prudential Short Duration High Yield Fund, Inc. 1
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Performance data quoted represent past performance and assume the reinvestment of all dividends. Past performance does not
guarantee future results. An investor may obtain performance data as of the most recent month-end by visiting our website at
www.prudentialfunds.com.

Investment Objective

The Fund seeks to provide a high level of current income by investing primarily in higher-rated, below-investment-grade fixed income
instruments*. The Fund seeks to maintain a weighted average portfolio duration of three years or less and a weighted average maturity of five
years or less.

*There can be no guarantee the Fund will achieve its objective. Higher-rated high yield bonds, commonly referred to as junk bonds, are below investment grade
and are considered speculative. They are rated Ba, B by Moody s Investors Service, Inc. (Moody s); BB, B by Standard & Poor s Ratings Services (S&P) or
Fitch, Inc. (Fitch); or comparably rated by another nationally recognized statistical rating organization (NRSRO), or if unrated, are considered by PIM to be of
comparable quality.

Performance Snapshot as of 5/31/14

Total Return For

12-Months Ended
Price Per Share 5/31/14
$18.82 (NAV) 6.75%
$17.84 (Market Price) 0.24%

Total returns are based on changes in net asset value (NAV) or market price, respectively. NAV total return assumes the reinvestment of all distributions,
including returns of capital, if any, at NAV. Market Price total return assumes the reinvestment of all distributions, including returns of capital, if any, in
additional shares in accordance with the Fund s Dividend Reinvestment Plan.

Source: Prudential Investments LLC.

Key Fund Statistics as of 5/31/14

Duration 2.4 years Average Maturity 4.2 years
Duration shown includes the impact of leverage. Duration measures investment risk that takes into account both a bond s interest payments and its value to
maturity. Average Maturity is the average number of years to maturity of the Fund s bonds.

2 Visit our website at www.prudentialfunds.com
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Credit Quality expressed as a percentage of total investments as of 5/31/14

A

BBB

BB

B

CCC

Cash/Cash Equivalents

Total Investments

Bond credit quality ratings are based on the highest rating assigned by Moody s, S&P, and Fitch.

Yield and Dividends as of 5/31/14

Total Monthly Dividends Current Monthly Dividend
Paid per Share for Period Paid per Share
$1.5978 $0.1225

Yield at market price is the annualized rate determined by dividing Current Monthly Dividend paid per share by the market price per share as of May 31, 2014.

0.3%
4.0

44.0
43.1
8.2
0.4

100.0%

Yield at Market Price
as of 5/31/14
8.24%

Prudential Short Duration High Yield Fund, Inc.
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How did the Fund perform?

For the 12-month reporting period that ended May 31, 2014, the Prudential Short Duration High Yield Fund s (the Fund) NAV per share
decreased by $0.36 from $19.18 to $18.82. Including the reinvestment of dividends, the Fund returned 6.75% for the period, outperforming the
6.61% gain of the Barclays US High Yield Ba/B 1 5 Year 1% Issuer Constrained Index (the Index). The Fund underperformed the 11.39% gain
of the Lipper High Current Yield Funds (Leveraged) Average. The Fund s market price declined by $1.61, from $19.45 to $17.84 for the period.
The Fund s market price total return including the reinvestment of dividends was 0.24% for the period.

What were conditions like in the short-term US high yield corporate bond market?

High yield bonds performed very well throughout the period with the Barclays US High Yield Index returning 7.90%. The short duration, higher
quality sub-style of high yield, as measured by the Index, also performed well, returning 6.61% throughout the period. Despite periodic bouts of
volatility during the year, the high yield market was fueled by the continuing search for yield, against a backdrop of strong fundamentals for

high yield issuers and default rates that remain well below historical averages. During the period, average high yield bond prices rose $0.95

while credit spreads the amount of extra yield that high yield bonds provide over similar-duration US Treasury securities narrowed by 100 basis
points (bps) (a basis point is one-hundredth of a percentage point).

Over the period as a whole, CCC-rated bonds performed best returning 10.17%. Higher quality tiers somewhat underperformed, with BB and
B-rated bonds returning 7.23% and 7.56% respectively. The banking, brokerage and capital goods sectors were among the best performers, each
returning over 8%. Building materials and construction, gaming, and packaging all lagged, each returning less than 5%.

What strategies proved most beneficial to the Fund s performance?

The Fund benefited from strong debt-security selection within the building materials and construction, gaming, and aerospace/defense
sectors.

The Fund had a smaller weighting than its benchmark in the building materials and construction and pipeline industries, which helped
performance, as issuers in these industries underperformed the broad market during the period. The Fund had a larger weighting than its
benchmark in the technology sector, which also benefited performance, since the sector outperformed.

In individual company selection, the Fund s position in cable company Dish Network was a large contributor. The Fund also had smaller
weightings

4  Visit our website at www.prudentialfunds.com
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relative to the Index in the financial company Icahn Enterprises and pipeline company Kinder Morgan, which contributed positively to
performance.

What strategies detracted most from the Fund s performance?
Security selection in the media and entertainment, capital goods, and metals sectors hindered the Fund s performance.
The Fund had a smaller weighting than its benchmark in the banking sector, which detracted from performance, as banking

outperformed. It also had a larger weighting than its index in the gaming and packaging industries, which was another detractor from
performance.

In individual company selection, the Fund held a higher weighting of debt securities in the gaming company Caesars Entertainment
Corp., the media company Getty Images, and the retailer Claire s, which detracted from performance, as these securities
underperformed throughout the reporting period.

How did the Fund s borrowing (leverage) strategy affect its performance?

The Fund s use of leverage positively contributed to results as the returns of the securities purchased was in excess of the cost of borrowing. As
of May 31, 2014, the Fund had borrowed approximately $238 million and was about 27.5% leveraged. During the reporting period, the average
amount of leverage utilized by the Fund was about 26.0%.

Did the Fund hold derivatives and how did they affect performance?

The Fund briefly utilized the CDX High Yield Index (CDX HY) to get broad market exposure from April 11 through June 4. This had a positive
effect on performance. The CDX HY is based on a basket of 100 equally weighted credit default swaps on high yield issuers. A credit default
swap is similar to buying or selling insurance contracts on a corporation s debt.

Barclays US High Yield Ba/B 1 5 Year 1% Issuer Constrained Index

The Barclays US High Yield Ba/B 1 5 Year 1% Issuer Constrained Index is an unmanaged index which represents performance of US higher-rated short duration
high yield bonds.

Source: Barclays.

Lipper High Current Yield Funds (Leveraged) Average

The Lipper High Current Yield Funds (Leveraged) Average (Lipper Average) represents returns based on an average return of 35 funds in the Closed-End High
Current Yield Funds (Leveraged) category.
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Investors cannot invest directly in an index or average.

Prudential Short Duration High Yield Fund, Inc.
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Looking for additional information?

The Fund is traded under the symbol ISD and its closing market price is available in most newspapers under the NYSE listings. The daily NAV
is available online under the symbol XISDX on most financial websites. Barron s and The Wall Street Journal s Monday edition both carry
closed-end fund tables that provide additional information. In addition, the Fund issues press releases that can be found on most major financial
websites as well on www.prudentialfunds.com.

In a continuing effort to provide information concerning the Fund, shareholders may go to www.prudentialfunds.com or call (800) 451-6788
(toll free), Monday through Friday from 8:00 a.m. to 5:30 p.m. Eastern Time, for the Fund s current NAV, market price, and other information.

6  Visit our website at www.prudentialfunds.com
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as of May 31, 2014

Interest Maturity Principal
Description Rate Date Amount (000)# Value (Note 1)
LONG-TERM INVESTMENTS 137.3%
BANK LOANS(a) 5.6%
Cable 0.5%
Newsday LLC 3.650% 10/12/16 2,954 $ 2,952,000
Capital Goods 0.3%
CPM Acquisition Holdings, Inc. 10.250 03/01/18 1,749 1,770,862
Chemicals 0.5%
Axalta Coating Systems US Holdings 4.000 02/01/20 1,000 998,750
Colouroz Investment 2 LLC 4.750 09/30/21 2,250 2,242,267
3,241,017
Electric 0.6%
Calpine Corp. 4.000 10/09/19 3,744 3,749,399
Energy Other 0.3%
Samson Investment Co. 5.000 09/25/18 1,850 1,848,348
Gaming 0.3%
MGM Resorts International 3.500 12/20/19 1,975 1,969,446
Healthcare & Pharmaceutical 0.2%
Catalent Pharma Solutions, Inc. 6.500 12/29/17 1,500 1,511,250
Media & Entertainment 0.2%
Gray Television, Inc. 4.500 10/11/19 1,432 1,431,537
Technology 2.7%
Ancestry.com, Inc. 4.500 12/28/18 332 331,391
Avago Technologies Finance Pte Ltd. 3.750 05/06/21 7,000 7,020,419
First Data Corp. 4.231 09/24/18 1,675 1,676,395
Interactive Data Corp. 4.750 05/03/21 2,000 2,013,750
Kronos, Inc. 9.750 04/30/20 3,743 3,858,346
Sungard Availability Services Capital, Inc. 6.000 03/29/19 2,000 1,988,750
16,889,051
TOTAL BANK LOANS
(cost $35,094,843) 35,362,910

See Notes to Financial Statements.
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as of May 31, 2014 continued

Interest Maturity Principal
Description Rate Date Amount (000)# Value (Note 1)
CORPORATE BONDS 131.7%
Aerospace & Defense 2.1%
Bombardier, Inc. (Canada),
Sr. Unsec d. Notes, 144A(b) 7.500 % 03/15/18 2,875 $ 3,255,938
Esterline Technologies Corp., Gtd. Notes 7.000 08/01/20 1,225 1,316,875
Michael Baker International, Inc.,
Sr. Sec d. Notes, 144A(b) 8.250 10/15/18 4,825 5,126,562
TransDigm, Inc., Gtd. Notes 7.750 12/15/18 3,000 3,225,000
12,924,375
Automotive 3.8%
Allison Transmission, Inc., Gtd. Notes, 144A 7.125 05/15/19 2,420 2,595,450
American Axle & Manufacturing, Inc.,
Gtd. Notes 5.125 02/15/19 1,550 1,627,500
Chrysler Group LLC/CG Co.-Issuer, Inc.,
Sec d. Notes(b) 8.000 06/15/19 7,500 8,193,750
General Motors Co., Sr. Unsec d. Notes, 144A(b) 3.500 10/02/18 2,925 2,998,125
Lear Corp., Gtd. Notes 8.125 03/15/20 1,214 1,320,225
Schaeffler Holding Finance BV (Germany),
Sr. Sec d. Notes, PIK, 144A(b) 6.875 08/15/18 6,850 7,235,312
23,970,362
Building Materials & Construction 6.5%
Beazer Homes USA, Inc.,
Gtd. Notes, 144A 5.750 06/15/19 1,675 1,666,625
Sr. Sec d. Notes(b) 6.625 04/15/18 5,275 5,644,250
Building Materials Corp. of America,
Sr. Unsec d. Notes, 144A
(original cost $2,103,860; purchased 06/20/13)(b)(c)(d) 6.875 08/15/18 2,000 2,081,250
Cemex Finance LLC (Mexico), Sr. Sec d. Notes, 144A(b) 9.875 04/30/19 5,000 5,765,000
D.R. Horton, Inc., Gtd. Notes(b) 4.750 05/15/17 3,000 3,183,750
Lennar Corp.,
Gtd. Notes 4.500 06/15/19 2,600 2,639,000
Gtd. Notes(b) 4.750 12/15/17 5,075 5,341,437
Standard Pacific Corp.,
Gtd. Notes 8.375 05/15/18 1,000 1,180,000
Gtd. Notes(b) 10.750 09/15/16 4,000 4,780,000
Taylor Morrison Communities, Inc./Monarch Communities, Inc.,
Gtd. Notes, 144A(b) 7.750 04/15/20 2,500 2,743,750

See Notes to Financial Statements.



Edgar Filing: Prudential Short Duration High Yield Fund, Inc. - Form N-CSR

Description
CORPORATE BONDS (Continued)

Building Materials & Construction (cont d.)
Toll Brothers Finance Corp.,

Gtd. Notes

Gtd. Notes(b)

US Concrete, Inc., Sr. Sec d. Notes, 144A

Cable 8.7%

Cablevision Systems Corp.,

Sr. Unsec d. Notes(b)

Sr. Unsec d. Notes(b)

CCO Holdings LLC/CCO Holdings Capital Corp.,
Gtd. Notes(b)

Gtd. Notes(b)

Gtd. Notes

CSC Holdings LLC, Sr. Unsec d. Notes(b)
DISH DBS Corp.,

Gtd. Notes(b)

Gtd. Notes

Nara Cable Funding Ltd. (Spain),

Sr. Sec d. Notes, 144A

Sr. Sec d. Notes, 144A

Numericable Group SA (France),

Sr. Sec d. Notes, 144A(b)

Unitymedia Hessen GmbH & Co. KG / Unitymedia NRW

GmbH (Germany),

Sr. Sec d. Notes, 144A

Videotron Ltee (Canada), Gtd. Notes

Virgin Media Finance PLC (United Kingdom),
Gtd. Notes(b)

Capital Goods 9.1%

Avis Budget Car Rental LLC/Avis Budget Finance, Inc., Gtd.

Notes(b)

BlueLine Rental Finance Corp., Sec d. Notes, 144A

(original cost $1,142,312; purchased 01/16/14 -
02/12/14)(c)(d)

Interest Maturity
Rate Date

4.000 % 12/31/18
8.910 10/15/17
8.500 12/01/18
7.750 04/15/18
8.625 09/15/17
7.000 01/15/19
7.250 10/30/17
8.125 04/30/20
8.625 02/15/19
4.250 04/01/18
7.875 09/01/19
8.875 12/01/18
8.875 12/01/18
4.875 05/15/19
7.500 03/15/19
9.125 04/15/18
8.375 10/15/19
2.986(a) 12/01/17
7.000 02/01/19

Principal
Amount (000)# Value (Note 1)
400 $ 412,000
1,600 1,920,000
3,325 3,599,313
40,956,375
2,750 3,107,500
6,200 7,254,000
9,620 10,173,150
2,900 3,070,375
1,000 1,090,000
2,500 2,981,250
3,390 3,542,550
1,000 1,190,000
5,225 5,616,875
5,100 5,444,250
7,775 7,930,500
1,625 1,742,812
41 42,435
1,350 1,434,375
54,620,072
6,375 6,422,812
1,125 1,203,750

See Notes to Financial Statements.

Prudential Short Duration High Yield Fund, Inc.
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as of May 31, 2014 continued

Interest Maturity Principal

Description Rate Date Amount (000)# Value (Note 1)
CORPORATE BONDS (Continued)
Capital Goods (cont d.)
Cleaver-Brooks, Inc., Sr. Sec d. Notes, 144A
(original cost $1,526,000; purchased 03/21/14)(c)(d) 8.750 % 12/15/19 1,400 $ 1,557,500
CNH America LLC, Gtd. Notes(b) 7.250 01/15/16 7,235 7,840,931
CNH Capital LLC, Gtd. Notes(b) 3.875 11/01/15 2,075 2,126,875
Columbus McKinnon Corp., Gtd. Notes(b) 7.875 02/01/19 2,900 3,099,375
Hertz Corp. (The),
Gtd. Notes(b) 4.250 04/01/18 3,875 4,030,000
Gtd. Notes 6.750 04/15/19 925 988,594
Gtd. Notes(b) 7.500 10/15/18 3,250 3,432,813
International Wire Group Holdings, Inc.,
Sec d. Notes, 144A 8.500 10/15/17 1,000 1,090,000
Kenan Advantage Group, Inc. (The),
Sr. Unsec d. Notes, 144A
(original cost $10,792,500; purchased 04/04/14 -
04/15/14)(b)(c)(d) 8.375 12/15/18 10,000 10,700,000
Laureate Education, Inc., Gtd. Notes, 144A 9.250 09/01/19 3,875 4,068,750
Safway Group Holding LLC/Safway Finance Corp., Sec d. Notes,
144A(b) 7.000 05/15/18 2,900 3,074,000
SPX Corp., Gtd. Notes(b) 6.875 09/01/17 1,000 1,130,000
Unifrax I LLC/Unifrax Holding Co., Gtd. Notes, 144A
(original cost $4,280,280; purchased 05/14/14)(c)(d) 7.500 02/15/19 4,038 4,239,900
WireCo WorldGroup, Inc., Gtd. Notes(b) 9.500 05/15/17 2,000 2,050,000

57,055,300

Chemicals 6.4%
Ashland, Inc., Sr. Unsec d. Notes(b) 3.000 03/15/16 3,350 3,412,813
Celanese U.S. Holdings LLC, Gtd. Notes 6.625 10/15/18 495 519,131
Hexion U.S. Finance Corp., Sr. Sec d. Notes 8.875 02/01/18 3,000 3,127,500
Huntsman International LLC, Gtd. Notes(b) 8.625 03/15/20 3,500 3,815,000
Kissner Milling Co., Ltd. (Canada),
Sr. Sec d. Notes, 144A 7.250 06/01/19 2,025 2,075,625
Koppers, Inc., Gtd. Notes(b) 7.875 12/01/19 5,494 5,837,375
Olin Corp., Sr. Unsec d. Notes(b) 8.875 08/15/19 2,000 2,113,400
Orion Engineered Carbons Bondco GmbH (Germany), Sr. Sec d.
Notes, 144A(b) 9.625 06/15/18 4,000 4,310,000

See Notes to Financial Statements.
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Description
CORPORATE BONDS (Continued)

Chemicals (cont d.)

Orion Engineered Carbons Finance & Co. SCA (Luxembourg),

Gtd. Notes, PIK, 144A

PetroLogistics LP/PetroLogistics Finance Corp.,
Gtd. Notes

Taminco Global Chemical Corp. (Belgium),
Sec d. Notes, 144A(b)

Consumer 3.2%

Gibson Brands Escrow Corp., Sr. Sec d. Notes, 144A
Jarden Corp., Gtd. Notes(b)

QVC, Inc., Sr. Sec d. Notes, 144A

Scotts Miracle-Gro Co. (The), Gtd. Notes(b)

Service Corp. International,

Sr. Unsec d. Notes(b)

West Corp.,

Gtd. Notes(b)

Gtd. Notes

Electric 3.9%

AES Corp. (The),

Sr. Unsec d. Notes(b)

Sr. Unsec d. Notes(b)

DPL, Inc., Sr. Unsec d. Notes(b)

GenOn REMA LLC, Pass-Through Certificates,
Series B(c)

Series C(b)

Mirant Mid Atlantic LLC, Pass-Through Certificates, Series B

NRG Energy, Inc., Gtd. Notes(b)

Energy Integrated 0.3%
Pacific Rubiales Energy Corp. (Colombia),
Gtd. Notes, 144A(b)

Interest Maturity Principal
Rate Date Amount (000)# Value (Note 1)
9.250 % 08/01/19 2,850 $ 2,971,125
6.250 04/01/20 1,000 1,082,500
9.750 03/31/20 9,800 11,000,500
40,264,969
8.875 08/01/18 600 621,000
7.500 05/01/17 3,750 4,265,625
7.500 10/01/19 750 791,776
6.625 12/15/20 2,000 2,160,000
7.625 10/01/18 2,753 3,203,941
7.875 01/15/19 6,000 6,375,000
8.625 10/01/18 2,190 2,321,400
19,738,742
8.000 10/15/17 4,000 4,690,000
9.750 04/15/16 6,120 6,961,500
6.500 10/15/16 1,550 1,674,000
9.237 07/02/17 1,160 1,200,224
9.681 07/02/26 900 981,000
9.125 06/30/17 819 877,877
7.625 01/15/18 7,000 7,988,750
24,373,351
7.250 12/12/21 1,500 1,661,250

See Notes to Financial Statements.

Prudential Short Duration High Yield Fund, Inc.
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as of May 31, 2014 continued

Interest Maturity Principal
Description Rate Date Amount (000)# Value (Note 1)
CORPORATE BONDS (Continued)
Energy Other 4.9%
Cie Generale de Geophysique-Veritas (France),
Gtd. Notes 9.500 % 05/15/16 5,030 $ 5,149,462
EP Energy LLC/EP Energy Finance, Inc.,
Sr. Unsec d. Notes 9.375 05/01/20 1,250 1,435,938
Harvest Operations Corp. (South Korea),
Gtd. Notes(b) 6.875 10/01/17 3,050 3,305,437
Hilcorp Energy I LP/Hilcorp Finance Co.,
Sr. Unsec d. Notes, 144A
(original cost $7,717,500; purchased 03/15/13)(b)(c)(d) 8.000 02/15/20 7,000 7,507,500
Kodiak Oil & Gas Corp., Gtd. Notes 8.125 12/01/19 3,675 4,079,250
Ocean Rig UDW, Inc. (Cyprus),
Sr. Unsec d. Notes, 144A 7.250 04/01/19 1,125 1,116,563
PHI, Inc., Gtd. Notes, 144A 5.250 03/15/19 1,225 1,246,438
SESI LLC, Gtd. Notes 6.375 05/01/19 2,550 2,718,937
Tesoro Corp., Gtd. Notes(b) 4.250 10/01/17 3,675 3,858,750
30,418,275
Foods 5.9%
ARAMARK Corp., Gtd. Notes 5.750 03/15/20 950 1,010,563
Constellation Brands, Inc., Gtd. Notes(b) 7.250 09/01/16 3,052 3,418,240
Cott Beverages, Inc., Gtd. Notes(b) 8.125 09/01/18 6,750 7,129,687
Dave & Buster s, Inc., Gtd. Notes(b) 11.000 06/01/18 3,000 3,186,300
Landry s, Inc., Sr. Unsec d. Notes, 144A
(original cost $1,795,625; purchased 05/27/14)(c)(d) 9.375 05/01/20 1,625 1,793,594
Michael Foods Group, Inc., Gtd. Notes 9.750 07/15/18 5,505 5,829,795
Pilgrim s Pride Corp., Gtd. Notes 7.875 12/15/18 2,250 2,396,250
Smithfield Foods, Inc., Sr. Unsec d. Notes, 144A 5.250 08/01/18 2,625 2,749,687
Stater Brothers Holdings, Inc., Gtd. Notes 7.375 11/15/18 2,990 3,157,440
Tops Holding Corp./Tops Markets LLC,
Sr. Sec d. Notes(b) 8.875 12/15/17 6,000 6,547,500
37,219,056
Gaming 7.9%
Boyd Gaming Corp., Gtd. Notes(b) 9.125 12/01/18 5,120 5,440,000
Caesars Entertainment Operating Co., Inc.,
Sr. Sec d. Notes(b) 11.250 06/01/17 6,550 5,764,000

See Notes to Financial Statements.
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Description
CORPORATE BONDS (Continued)

Gaming (cont d.)

Caesars Entertainment Resort Properties LLC,

Sr. Sec d. Notes, 144A

CCM Merger, Inc., Gtd. Notes, 144A

(original cost $3,788,015; purchased 09/04/13 - 05/21/14)(c)(d)
GLP Capital LP/GLP Financing II, Inc.,

Gtd. Notes, 144A(b)

Isle of Capri Casinos, Inc., Gtd. Notes(b)

MGM Resorts International,

Gtd. Notes(b)

Gtd. Notes(b)

MTR Gaming Group, Inc., Sec d. Notes(b)

Peninsula Gaming LLC/Peninsula Gaming Corp., Gtd. Notes, 144A
Pinnacle Entertainment, Inc.,

Gtd. Notes(b)

Gtd. Notes(b)

Healthcare & Pharmaceutical 9.4%
Allergan Inc., Sr. Unsec d. Notes(b)

Capella Healthcare, Inc., Gtd. Notes(b)
Capsugel SA, Sr. Unsec d. Notes, PIK, 144A
CHS/Community Health Systems, Inc.,

Gtd. Notes(b)

ConvaTec Finance International SA (Luxembourg), Sr. Unsec d. Notes,

PIK, 144A

ConvaTec Healthcare E SA (Luxembourg),
Gtd. Notes, 144A

Emdeon, Inc., Gtd. Notes(b)
HCA, Inc.,

Gtd. Notes

Sr. Sec d. Notes(b)

Sr. Unsec d. Notes(b)

Sr. Unsec d. Notes, MTN(b)
MedAssets, Inc., Gtd. Notes(b)
Tenet Healthcare Corp.,

Sr. Sec d. Notes

Sr. Unsec d. Notes

Sr. Unsec d. Notes, 144A

Interest Maturity
Rate Date

8.000 % 10/01/20
9.125 05/01/19
4.375 11/01/18
7.750 03/15/19
7.500 06/01/16
10.000 11/01/16
11.500 08/01/19
8.375 02/15/18
7.500 04/15/21
8.750 05/15/20
1.350 03/15/18
9.250 07/01/17
7.000 05/15/19
8.000 11/15/19
8.250 01/15/19
10.500 12/15/18
11.000 12/31/19
8.000 10/01/18
3.750 03/15/19
6.375 01/15/15
9.000 12/15/14
8.000 11/15/18
6.250 11/01/18
8.000 08/01/20
5.000 03/01/19

Principal

Amount (000)#

1,575
3,618

2,775
4,575

2,000
5,000
3,502
4,000

3,050
4,974

2,940
4,828
750

6,750
1,525

5,615
8,000

1,325
3,075
1,325
6,203
6,901

1,500
1,000
1,200

Value (Note 1)

$ 1,628,156
3,871,260

2,879,063
4,872,375

2,220,000
5,937,500
3,935,372
4,260,000

3,297,813
5,434,095

49,539,634

2,854,249
5,063,365
770,625

7,408,125
1,559,313

6,134,387
9,220,000

1,580,063
3,128,812
1,364,750
6,474,381
7,315,060

1,653,750
1,090,000
1,224,000

See Notes to Financial Statements.
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as of May 31, 2014 continued

Interest Maturity Principal
Description Rate Date Amount (000)# Value (Note 1)
CORPORATE BONDS (Continued)
Healthcare & Pharmaceutical (cont d.)
Valeant Pharmaceuticals International,
Gtd. Notes, 144A(b) 6.750 % 08/15/18 2,000 $ 2,160,000
59,000,880
Lodging 0.9%
MISA Investments Ltd., Unsec d. Notes, PIK, 144A 8.625 08/15/18 5,400 5,494,500
Media & Entertainment 6.5%
AMC Entertainment, Inc., Gtd. Notes(b) 9.750 12/01/20 5,140 5,885,300
AMC Networks, Inc., Gtd. Notes 7.750 07/15/21 2,170 2,424,975
Carmike Cinemas, Inc., Sec d. Notes 7.375 05/15/19 1,250 1,365,625
Cedar Fair LP/Canada s Wonderland Co./Magnum Management
Corp., Gtd. Notes(b) 9.125 08/01/18 2,872 3,033,550
Gannett Co., Inc., Gtd. Notes(b) 8.750 11/15/14 6,254 6,457,255
Inmarsat Finance PLC (United Kingdom),
Gtd. Notes, 144A 7.375 12/01/17 840 874,356
Intelsat Jackson Holdings SA (Luxembourg),
Gtd. Notes 7.250 04/01/19 4,000 4,275,000
LIN Television Corp., Gtd. Notes(b) 8.375 04/15/18 880 929,500
NAI Entertainment Holdings/NAI Entertainment Holdings
Finance Corp., Sr. Sec d. Notes, 144A
(original cost $1,225,000; purchased 07/30/13)(c)(d) 5.000 08/01/18 1,225 1,274,000
Sinclair Television Group, Inc., Gtd. Notes 8.375 10/15/18 800 850,000
SSI Investments II Ltd./SSI Co.-Issuer LLC,
Gtd. Notes 11.125 06/01/18 4,220 4,454,759
Telesat Canada/Telesat LLC (Canada),
Gtd. Notes, 144A(b) 6.000 05/15/17 7,400 7,649,750
Univision Communications, Inc.,
Sr. Sec d. Notes, 144A
(original cost $1,381,912; purchased 05/27/14)(c)(d) 6.875 05/15/19 1,290 1,380,300
40,854,370
Metals 11.6%
AK Steel Corp., Sr. Sec d. Notes(b) 8.750 12/01/18 7,691 8,594,692
Alcoa, Inc., Sr. Unsec d. Notes(b) 6.750 07/15/18 3,000 3,436,314

See Notes to Financial Statements.
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Description
CORPORATE BONDS (Continued)

Metals (cont d.)

ArcelorMittal SA (Luxembourg),

Sr. Unsec d. Notes

Sr. Unsec d. Notes

Sr. Unsec d. Notes

Arch Coal, Inc., Gtd. Notes

Barminco Finance Pty Ltd. (Australia),

Gtd. Notes, 144A

(original cost $2,400,000; purchased 05/13/13)(c)(d)
Berau Capital Resources Pte Ltd. (Indonesia),

Sr. Sec d. Notes, 144A

Calcipar SA (Luxembourg), Sr. Sec d. Notes, 144A
(original cost $4,476,425; purchased 05/27/14 - 05/30/14)(c)(d)
FMG Resources (August 2006) Pty Ltd. (Australia),
Gtd. Notes, 144A(b)

Gtd. Notes, 144A(b)

Gtd. Notes, 144A(b)

Murray Energy Corp., Sr. Sec d. Notes, 144A
(original cost $2,669,920; purchased 05/27/14)(c)(d)
Peabody Energy Corp., Gtd. Notes(b)

Steel Dynamics, Inc., Gtd. Notes(b)

Westmoreland Coal Co./Westmoreland Partners,

Sr. Sec d. Notes

Sr. Sec d. Notes, 144A

Non-Captive Finance 2.5%

CIT Group, Inc., Sr. Unsec d. Notes(b)
International Lease Finance Corp.,

Sr. Unsec d. Notes(b)

Sr. Unsec d. Notes(b)

SLM Corp.,

Sr. Unsec d. Notes, MTN

Sr. Unsec d. Notes, MTN(b)

Interest Maturity
Rate Date

5.000 % 02/25/17
6.125 06/01/18
9.500 02/15/15
9.875 06/15/19
9.000 06/01/18
12.500 07/08/15
6.875 05/01/18
6.000 04/01/17
6.875 02/01/18
8.250 11/01/19
9.500 12/05/20
6.000 11/15/18
6.125 08/15/19
10.750 02/01/18
10.750 02/01/18
4.250 08/15/17
3.875 04/15/18
8.875 09/01/17
8.000 03/25/20
8.450 06/15/18

Principal

Amount (000)#

3,600
1,800
6,000

675

2,400
5,000
4,195
3,000
4,000
6,500
2,368
4,074
6,525

5,000
2,000

4,175

1,350
4,000

425
3,650

Value (Note 1)

$ 3,807,000
1,973,250
6,330,000

577,125
2,220,000
5,130,000
4,457,188
3,105,000
4,190,000
7,068,750
2,652,160
4,247,145
7,095,937

5,425,000
2,170,000

72,479,561

4,373,313

1,387,125
4,760,000

490,875
4,297,875

15,309,188

See Notes to Financial Statements.
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as of May 31, 2014 continued

Interest Maturity Principal
Description Rate Date Amount (000)# Value (Note 1)
CORPORATE BONDS (Continued)
Packaging 4.8%
AEP Industries, Inc., Sr. Unsec d. Notes(b) 8.250 % 04/15/19 4,500 $ 4,792,500
Ardagh Packaging Finance PLC (Ireland),
Gtd. Notes, 144A 6.250 01/31/19 200 207,000
Gtd. Notes, 144A 9.125 10/15/20 3,000 3,322,500
Sr. Sec d. Notes, 144A 7.375 10/15/17 3,000 3,161,250
Beverage Packaging Holdings Luxembourg II SA, Gtd. Notes,
144A 6.000 06/15/17 1,150 1,173,000
BWAY Holding Co., Gtd. Notes
(original cost $1,929,688; purchased 07/20/12 - 09/11/13)(c)(d) 10.000 06/15/18 1,750 1,841,875
Greif, Inc., Sr. Unsec d. Notes 6.750 02/01/17 1,200 1,339,500
Owens-Brockway Glass Container, Inc.,
Gtd. Notes(b) 7.375 05/15/16 5,965 6,621,150
Reynolds Group Issuer, Inc./Reynolds Group
Issuer LLC/Reynolds Group LU, Gtd. Notes 9.875 08/15/19 3,000 3,303,750
Sealed Air Corp., Gtd. Notes, 144A(b) 8.125 09/15/19 4,000 4,430,000
30,192,525
Paper 0.9%
Cascades, Inc. (Canada), Gtd. Notes 7.875 01/15/20 1,850 1,972,563
Smurfit Kappa Acquisitions (Ireland),
Sr. Sec d. Notes, 144A 4.875 09/15/18 3,450 3,648,375
5,620,938

Pipelines & Other 0.5%

AmeriGas Partners LP/AmeriGas Eagle Finance Corp., Sr.

Unsec d. Notes 6.500 05/20/21 725 781,188
Rockies Express Pipeline LLC,

Sr. Unsec d. Notes, 144A

(original cost $2,144,688; purchased 01/10/13 -

05/02/13)(b)(c)(d) 6.000 01/15/19 2,150 2,209,125

2,990,313

Real Estate Investment Trusts 1.0%
CTR Partnership LP/CareTrust Capital Corp.,

Gtd. Notes, 144A 5.875 06/01/21 525 530,250
Felcor Lodging LP, Sr. Sec d. Notes(b) 10.000 10/01/14 5,866 6,012,650
6,542,900

See Notes to Financial Statements.
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Description
CORPORATE BONDS (Continued)

Retailers 2.7%

Academy Ltd./Academy Finance Corp.,

Gtd. Notes, 144A

Claire s Stores, Inc.,

Sr. Sec d. Notes, 144A

Sr. Sec d. Notes, 144A(b)

HT Intermediate Holdings Corp.,

Sr. Unsec d. Notes, PIK, 144A

Michaels Stores, Inc., Gtd. Notes(b)

Petco Holdings, Inc., Sr. Unsec d. Notes, PIK, 144A
(original cost $348,250; purchased 10/04/12)(c)(d)
Toys R Us Property Co. II LLC,

Sr. Sec d. Notes

Technology 18.3%

Alcatel-Lucent USA, Inc. (France), Gtd. Notes, 144A

Anixter International, Inc., Gtd. Notes(b)

Avaya, Inc., Sec d. Notes, 144A

Brightstar Corp.,

Gtd. Notes, 144A

(original cost $5,328,375; purchased 04/27/12 - 02/12/14)(b)(c)(d)
Sr. Unsec d. Notes, 144A

(original cost $3,193,501; purchased 07/26/13 - 10/23/13)(c)(d)
CDW LLC/CDW Finance Corp.,

Gtd. Notes(b)

Sr. Sec d. Notes(b)

Ceridian Corp.,

Gtd. Notes

(original cost $3,143,969; purchased 01/07/13 - 04/24/13)(c)(d)
Gtd. Notes, PIK

(original cost $3,315,450; purchased 02/19/13 - 05/16/13)(c)(d)
Ceridian LLC / Comdata, Inc., Gtd. Notes, 144A

Interest Maturity
Rate Date

9.250 % 08/01/19
6.125 03/15/20
9.000 03/15/19
12.000 05/15/19
7.750 11/01/18
8.500 10/15/17
8.500 12/01/17
4.625 07/01/17
5.625 05/01/19
10.500 03/01/21
9.500 12/01/16
7.250 08/01/18
8.500 04/01/19
8.000 12/15/18
11.250 11/15/15
12.250 11/15/15
8.125 11/15/17

Principal
Amount (000)#

4,250

400
5,200

350
3,800

350

1,500

2,800
1,500
1,250
5,000
3,100
7,870
6,139
3,075

3,198
6,400

Value (Note 1)

$ 4595313

381,000
5,343,000

358,750
4,018,500

356,566

1,530,000

16,583,129

2,877,000
1,597,500
1,131,250
5,406,250
3,402,250
8,568,462
6,568,730
3,098,370

3,222,305
6,464,000

See Notes to Financial Statements.
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as of May 31, 2014 continued

Interest Maturity Principal

Description Rate Date Amount (000)# Value (Note 1)
CORPORATE BONDS (Continued)
Technology (cont d.)
CommScope Holding Co., Inc.,
Sr. Unsec d. Notes, PIK, 144A(b) 6.625 % 06/01/20 4,355 $ 4,648,963
CommScope, Inc., Gtd. Notes, 144A 8.250 01/15/19 6,637 7,207,782
First Data Corp.,
Gtd. Notes 12.625 01/15/21 3,060 3,679,650
Sr. Sec d. Notes, 144A(b) 7.375 06/15/19 2,500 2,681,250
Sr. Sec d. Notes, 144A(b) 8.875 08/15/20 2,240 2,486,400
Freescale Semiconductor, Inc., Gtd. Notes 10.750 08/01/20 9,374 10,674,642
iGATE Corp., Gtd. Notes, 144A 4.750 04/15/19 1,050 1,064,438
Igloo Holdings Corp., Sr. Unsec d. Notes, PIK, 144A 8.250 12/15/17 950 967,813
Infor US, Inc.,
Gtd. Notes 9.375 04/01/19 4,350 4,866,562
Gtd. Notes 11.500 07/15/18 4,559 5,242,850
Interactive Data Corp., Gtd. Notes, 144A 5.875 04/15/19 5,850 5,897,531
Jabil Circuit, Inc.,
Sr. Unsec d. Notes(b) 7.750 07/15/16 2,000 2,270,000
Sr. Unsec d. Notes 8.250 03/15/18 1,325 1,576,750
Seagate Technology HDD Holdings, Gtd. Notes, 144A 3.750 11/15/18 2,500 2,575,000
Sensata Technologies BV (Netherlands),
Gtd. Notes, 144A(b) 6.500 05/15/19 3,700 3,959,000
SunGard Data Systems, Inc.,
Gtd. Notes 6.625 11/01/19 1,425 1,506,938
Gtd. Notes 7.375 11/15/18 5,343 5,656,901
TransUnion Holding Co., Inc.,
Sr. Unsec d. Notes, PIK 8.125 06/15/18 3,835 4,003,740
Sr. Unsec d. Notes, PIK 9.625 06/15/18 1,000 1,053,000

114,355,327

Telecommunications 9.9%
CenturyLink, Inc., Sr. Unsec d. Notes 5.150 06/15/17 565 614,438
Digicel Group Ltd. (Jamaica),
Sr. Unsec d. Notes, 144A 8.250 09/01/17 5,000 5,175,000
Eileme 2 AB (Poland), Sr. Sec d. Notes, 144A 11.625 01/31/20 750 898,125
Embarq Corp., Sr. Unsec d. Notes
(original cost $4,869,312; purchased 04/11/13)(b)(c)(d) 7.082 06/01/16 4,225 4,693,299

See Notes to Financial Statements.
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Description
CORPORATE BONDS (Continued)

Telecommunications (cont d.)
Frontier Communications Corp.,

Sr. Unsec d. Notes(b)

Level 3 Communications, Inc.,

Sr. Unsec d. Notes

Level 3 Financing, Inc.,

Gtd. Notes

Gtd. Notes, 144A

Sprint Communications, Inc.,

Gtd. Notes, 144A(b)

Sr. Unsec d. Notes(b)

Sr. Unsec d. Notes(b)

T-Mobile USA, Inc., Gtd. Notes(b)
Telecom Italia Capital SA (Italy), Gtd. Notes
Wind Acquisition Finance SA (Italy),
Sr. Sec d. Notes, 144A

Windstream Corp., Gtd. Notes(b)
Zayo Group LLC/Zayo Capital, Inc.,
Sr. Sec d. Notes

TOTAL CORPORATE BONDS
(cost $814,712,705)

TOTAL LONG-TERM INVESTMENTS
(cost $849,807,548)

SHORT-TERM INVESTMENT 1.5%

AFFILIATED MONEY MARKET MUTUAL FUND

Interest
Rate

8.250 %
11.875

8.125
3.823(a)

9.000
8.375
9.125
6.464
6.999

7.250
7.875

8.125

Prudential Investment Portfolios 2 - Prudential Core Taxable Money Market Fund

(cost $9,527,395)(e)

TOTAL INVESTMENTS 138.8%
(cost $859,334,943; Note 5)

Liabilities in excess of other assets(f) (38.8)%

NET ASSETS 100.0%

Maturity Principal
Date Amount (000)# Value (Note 1)
04/15/17 2,000 $ 2,332,500
02/01/19 2,750 3,073,125
07/01/19 2,675 2,922,437
01/15/18 1,145 1,162,175
11/15/18 3,500 4,252,500
08/15/17 7,550 8,861,812
03/01/17 1,900 2,246,750
04/28/19 5,760 6,098,400
06/04/18 3,000 3,457,500
02/15/18 4,000 4,220,000
11/01/17 6,250 7,203,125
01/01/20 4,494 4,909,695
62,120,881
824,286,273
859,649,183
Shares
9,527,395 $ 9,527,395
869,176,578

(243,155,754)

$ 626,020,824

See Notes to Financial Statements.
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as of May 31, 2014 continued

The following abbreviations are used in the portfolio descriptions:

144A Security was purchased pursuant to Rule 144A under the Securities Act of 1933 and may not be resold subject to that rule except to qualified institutional
buyers. Unless otherwise noted, 144 A securities are deemed to be liquid.

CDX Credit Derivative Index
MTN Medium Term Note
PIK Payment-in-Kind

# Principal amount is shown in U.S. dollars unless otherwise stated.

(a) Variable rate instrument. The interest rate shown reflects the rate in effect at May 31, 2014.

(b) Represents security, or a portion thereof, with aggregate value of $477,225,889, segregated as collateral for amount borrowed and outstanding as of May 31,
2014. Of such securities, securities in the amount of $69,230,860 have been loaned for which, the amount borrowed serves as collateral. Securities on loan are
subject to contractual netting arrangements (See Note 7).

(c) Indicates a security or securities that have been deemed illiquid.

(d) Indicates a restricted security; the aggregate cost of the restricted securities is $69,572,582. The aggregate value, $69,168,442, is approximately 11.0% of net
assets.

(e) Prudential Investments LLC, the manager of the Fund, also serves as manager of the Prudential Investment Portfolios 2 Prudential Core Taxable Money Market
Fund.

(f) Includes net unrealized appreciation on the following derivative contracts held at reporting period end:

Credit default swap agreements outstanding at May 31, 2014:

Reference Notional Value at Value at

Entity/ Termination Fixed Amount Trade May 31, Unrealized
Obligation Date Rate (000)#(3) Date 2014(2) Appreciation
Exchange-Traded credit default swaps on credit indices Sell Protection(1)

CDX.NAHY.21.V21 12/20/18 5.000% 7,425 $ 535,640 $ 656,106 $ 120,466

Cash of $350,000 has been segregated with Citigroup Global Markets to cover requirements for open exchange-traded and cleared swap contracts at May 31,
2014.

The Fund entered into credit default swaps as the protection seller on credit indices to take an active short position with respect to the likelihood of a particular
issuer s default or the referenced entity s credit soundness.

6]
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If the Fund is a seller of protection, it receives the fixed rate. When a credit event occurs, as defined under the terms of that particular swap agreement, the
Fund will either (i) pay to the buyer of protection an amount equal to the notional amount of the swap and take delivery of the referenced obligation or
underlying securities comprising the referenced index or (ii) pay a net settlement amount in the form of cash or securities equal to the notional amount of the
swap less the recovery value of the referenced obligation or underlying securities comprising the referenced index.

(2) The fair value of credit default swap agreements on asset-backed securities and credit indices serves as an indicator of the current status of the
payment/performance risk and represents the likelihood of an expected liability (or profit) for the credit derivative should the notional amount of the swap
agreement be closed/sold as of the reporting date. Increasing fair value in absolute terms, represents a deterioration of the referenced entity s

See Notes to Financial Statements.
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credit soundness and a greater likelihood of risk of default or other credit event occurring as defined under the terms of the agreement.
(3) Notional amount represents the maximum potential amount the Fund could be required to pay as a seller of credit protection or receive as a buyer of credit

protection if a credit event occurs as defined under the terms of that particular swap agreement.
# Notional amount is shown in U.S. dollars unless otherwise stated.

Various inputs are used in determining the value of the Fund s investments. These inputs are summarized in the three broad levels listed below.

Level 1 quoted prices generally in active markets for identical securities.

Level 2 other significant observable inputs including, but not limited to, quoted prices for similar securities, interest rates and yield curves,

prepayment speeds, foreign currency exchange rates, and amortized cost.

Level 3 significant unobservable inputs for securities valued in accordance with Board approved fair valuation procedures.

The following is a summary of the inputs used as of May 31, 2014 in valuing such portfolio securities:

Level 1
Investments in Securities
Bank Loans $
Corporate Bonds
Affiliated Money Market Mutual Fund 9,527,395
Other Financial Instruments*
Credit Default Swap Agreements

Total $9,527,395

Level 2 Level 3

$ 32,080,798 $ 3,282,112
822,105,049 2,181,224

120,466

$ 854,306,313 $ 5,463,336

See Notes to Financial Statements.
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as of May 31, 2014 continued

The following is a reconciliation of assets in which significant unobservable inputs (Level 3) were used in determining fair value:

Bank Corporate

Loans Bonds
Balance as of 5/31/13 $ $ 3,705,430
Realized gain (loss) (104,031)
Change in unrealized appreciation (depreciation)** (20,303) (66,090)
Purchases 1,788,352 239,712
Sales (1,593,797)
Transfers into Level 3 1,514,063
Balance as of 5/31/14 $ 3,282,112 $ 2,181,224

*  Other financial instruments are derivative instruments not reflected in the Portfolio of Investments, such as futures, forwards and swaps contracts, which are
recorded at the unrealized appreciation/depreciation of the instrument.
** Of which, ($86,393) was included in Net Assets relating to securities held at the reporting period end.

It is the Fund s policy to recognize transfers in and transfers out at the fair value as of the beginning of the period. At the reporting period end,
there was one Bank Loan transferred into Level 3 as a result of being priced using a single broker quote.

Level 3 securities as presented in the table above are being fair valued using pricing methodologies approved by the Board of Directors, which
contain unobservable inputs. Such methodologies include, but are not limited to, using pricing provided by a single broker/dealer, the cost of the
investment, and prices of any recent transactions or bids/offers for such securities or any comparable securities.

See Notes to Financial Statements.
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The industry classification of investments and liabilities in excess of other assets shown as a percentage of net assets as of May 31, 2014 was as

follows:

Technology

Metals

Telecommunications
Healthcare & Pharmaceutical
Capital Goods

Cable

Gaming

Chemicals

Media & Entertainment
Building Materials & Construction
Foods

Energy Other

Packaging

Electric

Automotive

Consumer

Retailers

Non-Captive Finance
Aerospace & Defense

Affiliated Money Market Mutual Fund

Real Estate Investment Trusts
Lodging

Paper

Pipelines & Other

Energy Integrated

Liabilities in excess of other assets

21.0%

11.6
9.9
9.6
9.4
9.2
8.2
6.9
6.7
6.5
59
52
4.8
4.5
3.8
3.2%
2.7
25
2.1
1.5
1.0
0.9
0.9
0.5
0.3

138.8
(38.8)

100.0%

The Fund invested in derivative instruments during the reporting period. The primary type of risk associated with these derivative instruments is
credit risk. The effect of such derivative instruments on the Fund s financial position and financial performance as reflected in the Statement of

Assets and Liabilities and Statement of Operations is presented in the summary below.

Fair values of derivative instruments as of May 31, 2014 as presented in the Statement of Assets and Liabilities:

Derivatives not accounted for
as hedging instruments,
carried at fair value

Credit contracts

Asset Derivatives

Sheet Location
Due from broker variation

Liability Derivatives

Balance Fair
Sheet Location Value
$

* Includes cumulative appreciation/depreciation as reported in the schedule of exchange-traded swap contracts. Only unsettled variation margin receivable

(payable) is reported within the Statement of Assets and Liabilities.

See Notes to Financial Statements.
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as of May 31, 2014 continued

The effects of derivative instruments on the Statement of Operations for the year ended May 31, 2014 are as follows:

Amount of Realized Gain or (Loss) on Derivatives Recognized in Income
Derivatives not accounted for as hedging
instruments, carried at fair value
Credit contracts

Change in Unrealized Appreciation or (Depreciation) on Derivatives Recognized in Income
Derivatives not accounted for as hedging
instruments, carried at fair value
Credit contracts

For the year ended May 31, 2014, the Fund s average notional amount for credit default swap as writer was $1,485,000.

See Notes to Financial Statements.
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as of May 31, 2014

Assets

Investments at value, including securities on loan of $69,230,860:
Unaffiliated Investments (cost $849,807,548)

Affiliated Investments (cost $9,527,395)

Cash

Deposit with broker

Dividends and interest receivable

Receivable for investments sold

Due from broker variation margin

Prepaid expenses

Total assets

Liabilities

Loan payable (Note 7)

Payable for investments purchased
Management fee payable
Dividends payable

Accrued expenses

Loan interest payable (Note 7)
Deferred directors fees

Total liabilities

Net Assets

Net assets were comprised of:
Common stock, at par
Paid-in capital in excess of par

Undistributed net investment income
Accumulated net realized loss on investment transactions
Net unrealized appreciation on investments

Net assets, May 31, 2014

Net asset value per share
($626,020,824 + 33,256,724 shares of common stock issued and outstanding)

$ 859,649,183
9,527,395
30,964
350,000
16,455,206
6,894,037
7,618

1,612

892,916,015

238,000,000
28,025,876
583,324
169,421
98,348
13,222
5,000

266,895,191

$ 626,020,824

$ 33,257
633,874,484

633,907,741
5,419,836

(23,268,854)
9,962,101

$ 626,020,824

$ 18.82

See Notes to Financial Statements.
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Year Ended May 31, 2014

Net Investment Income

Income

Interest income (net of foreign withholding taxes of $10,140)
Other income

Affiliated dividend income

Total income

Expenses

Management fee

Loan interest expense
Shareholders reports
Custodian s fees and expenses
Legal fees and expenses
Registration fees

Directors fees

Audit fee

Transfer agent s fees and expenses
Insurance expenses
Miscellaneous

Total expenses

Net investment income

Realized And Unrealized Gain (Loss) On Investments
Net realized gain (loss) on:

Investment transactions

Swap agreements transactions

Net change in unrealized appreciation (depreciation) on:
Investments
Swap agreements

Net gain on investment transactions

Net Increase In Net Assets Resulting From Operations

See Notes to Financial Statements.

$ 50,158,197
67,949
17,373

50,243,519

6,812,469
2,290,669
120,000
94,000
68,000
62,000
51,000
41,000
16,000
9,000
22,550

9,586,688

40,656,831

(57,672)
(24,438)

(82,110)

542,450
120,466

662,916

580,806

$ 41,237,637
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Increase (Decrease) In Net Assets

Operations

Net investment income

Net realized gain (loss) on investment transactions

Net change in unrealized appreciation (depreciation) on investments

Net increase in net assets resulting from operations

Dividends from net investment income (Note 1)

Fund share transactions (Note 6)*

Net proceeds from shares sold

Net asset value of shares issued in reinvestment of dividends

Sales load charged to paid-in capital in excess of par

Common stock offering costs charged to paid-in capital in excess of par

Net increase in net assets from Fund share transactions

Total increase (decrease)

Net Assets:
Beginning of year

End of year(a)

(a) Includes undistributed net investment income of:

*  Share Capital Activity
Shares issued for underwriters over-allotment option

Shares issued in the reinvestment of dividends

Year Ended May 31,
2014 2013
$ 40,656,331 $ 41,009,948
(82,110) 3,625,946
662,916 20,809,076
41,237,637 65,444,970

(53,136,185)

215,376

215,376

(11,683,172)

637,703,996

$ 626,020,824

$ 5419836

11,499

(51,887,729)

51,500,000
3,182,781
(2,317,500)

(103,000)

52,262,281

65,819,522

571,884,474

$ 637,703,996

$  5752,744

2,575,000
164,985

See Notes to Financial Statements.
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For the Year Ended May 31, 2014

Increase (Decrease) in Cash

Cash flows from operating activities:

Interest and dividends paid (excluding discount and premium amortization of $(12,029,976))
Operating expenses paid

Loan interest paid

Purchases of long-term portfolio investments

Proceeds from disposition of long-term portfolio investments
Net purchases and sales of short-term investments

Decrease in receivable for investments sold

Increase in payable for investments purchased

Decrease in net cash paid for swap agreement transactions
Increase in deposit with broker

Decrease in due from broker variation margin

Decrease in prepaid expenses

Net cash provided from operating activities

Cash flows from financing activities:

Net asset value of shares issued in reinvestment of dividends
Cash dividends paid

Increase in borrowing

Net cash used in financing activities

Net increase /(decrease) in cash
Cash at beginning of year

Cash at end of year

Reconciliation of Net Increase in Net Assets to Net Cash Provided from Operating Activities
Net increase in net assets resulting from operations

Increase in investments

Net realized loss on investment and swap agreement transactions
Increase in net unrealized appreciation on investments and swap agreements
Decrease in net cash paid for swap agreement transactions
Decrease in interest and dividends receivable

Decrease in receivable for investments sold

Increase in deposit with broker

Increase in due from broker variation margin

Decrease in prepaid expenses

Increase in payable for investments purchased

Increase in loan interest payable

Decrease in accrued expenses and other liabilities

Increase in deferred directors fees

Total adjustments

Net cash provided from operating activities

$ 61,546,562
(7,323,902)
(2,283,424)

(676,244,414)
624,033,844
(4,835,460)
2,635,275
26,586,782
(24,438)
(350,000)
(7,618)
595

23,733,802

215,376
(52,966,764)
29,000,000

(23,751,388)

(17,586)
48,550
$ 30,964
$ 41,237,637

(45,016,054)
82,110
(662,916)
(24,438)
(726,933)
2,635,275
(350,000)
(7,618)
595
26,586,782
7,245
(32,883)
5,000

(17,503,835)

$ 23,733,802
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Supplemental disclosure of cash flow information:

Noncash financing activities not included herein consist of reinvestment of dividends and distributions of $ 215,376.

See Notes to Financial Statements.
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Prudential Short Duration High Yield Fund, Inc. (the Fund ) is a diversified, closed-end management investment company, registered under the
Investment Company Act of 1940, as amended ( 1940 Act ). The Fund was incorporated as a Maryland corporation on November 14, 2011. The
Fund s investment objective is to provide a high level of current income.

Note 1. Accounting Policies

The following accounting policies conform to U.S. generally accepted accounting principles. The Fund consistently follows such policies in the
preparation of its financial statements.

Security Valuation: The Fund holds securities and other assets that are fair valued at the close of each day the New York Stock Exchange

( NYSE ) is open for trading. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants on the measurement date. The Board of Directors (the Board ) has adopted Valuation Procedures for security
valuation under which fair valuation responsibilities have been delegated to Prudential Investments LLC ( PI or Manager ). Under the current
Valuation Procedures, the established Valuation Committee is responsible for supervising the valuation of portfolio securities and other assets.
The Valuation Procedures permit the Fund to utilize independent pricing vendor services, quotations from market makers, and alternative
valuation methods when market quotations are either not readily available or not deemed representative of fair value. A record of the Valuation
Committee s actions is subject to the Board s review, approval, and ratification at its next regularly-scheduled quarterly meeting.

Various inputs determine how the Fund s investments are valued, all of which are categorized according to the three broad levels (Level 1, 2, or
3) detailed in the table following the Portfolio of Investments.

Common stocks, exchange-traded funds, and derivative instruments that are traded on a national securities exchange are valued at the last sale
price as of the close of trading on the applicable exchange. Securities traded via NASDAQ are valued at the NASDAQ official closing price. To
the extent these securities are valued at the last sale price or NASDAQ official closing price, they are classified as Level 1 in the fair value
hierarchy except for exchange-traded and cleared swaps which are classified as Level 2 in the fair value hierarchy, as the prices marked at the
official settle are not public.

Prudential Short Duration High Yield Fund, Inc. 29
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continued

In the event that no sale or official closing price on valuation date exists, these securities are generally valued at the mean between the last
reported bid and asked prices, or at the last bid price in the absence of an asked price. These securities are classified as Level 2 in the fair value
hierarchy, as the inputs are observable and considered to be significant to the valuation.

Common stocks traded on foreign securities exchanges are valued using pricing vendor services that provide model prices derived using
adjustment factors based on information such as local closing price, relevant general and sector indices, currency fluctuations, depositary
receipts, and futures, as applicable. Securities valued using such model prices are classified as Level 2 in the fair value hierarchy, as the
adjustment factors are observable and considered to be significant to the valuation. Securities not valued using such model prices are valued in
accordance with exchange- traded common stocks discussed above.

Investments in open-end, non-exchange-traded mutual funds are valued at their net asset values as of the close of the NYSE on the date of
valuation. These securities are classified as Level 1 in the fair value hierarchy since they may be purchased or sold at their net asset values on the
date of valuation.

Fixed income securities traded in the over-the-counter market are generally valued at prices provided by approved independent pricing vendors